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Croda ot a Glance

We are a global leader in manufacturing and marketing spediality
chemicals, which makes us the name behind the high-performance
ingredients that go into some of the biggest, most successful brands
in the world; we deliver innovation our customers can build on.

e Climate change
» Scarcity of notural resources
* Shifts in global economy

* Mass population growth,
ageing & polarisation

OPPORTUNITIES FOR GREATER
CUSTOMER ALIGNMENT

* Form closer customer relationships
« Satisfy customers’ unmet needs
= Help customers identily new needs
* Move R&D geographically closer

to customers

+ Changing expectation &
‘ behaviours

| + Challenging legal &

| regulafory environmenis
|

|

|

OPPORTUNITIES FOR GROWTH

Emerging markets:

* Asia

« Latin America

« Eastern Europe, Middle East & Africo

CUSTOMER INTIMACY

Estabtished markets:
= Western Eurgpe
« North America

Ingredients aligned fo mega frends:
* Beauty & ogeing

/ » Health & wellbeing

« Ingredient sustainability

—— e o




NEW
TECHNOLOGY

» Acquisifions to capture
new intellectual
property

* |nternal investment to
create our own new &
profected products

Internal
Globalising R&D o
achieve maximum markel
impact & profitability

Acquiring susiainable innovations
through acguisitions

PEOPLE

'chruﬁ knowledge:

"« Develop capability, -

Retain expertise -

GEOGRAPHY

* New R&D centres
* New sales feams

* New customer
education tacilities

* Exponded capacity
at existing sites

I Value for our customers
1 value for our shareholders

P Barriers to entry for
competitors

4 Sustainable products in
our portfolic

‘I Technology-led acquisitions

D Intellectual property
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Our Highlights

Look out for...
@ Page reference for related information

@ Further information wathin our
Sustanability Report (SR)
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Revenue*

S g

Group Energy from Non-Fossil Fuel Sources*

£1,077.0m-2. 4% 24.4% :9.2% i

2012, EI,OSI om

Adjusted Operating Profit**

£264.6Mm-37%

2012 £255m

Dividend Per Share

64 5p 28.4%

Adjusted Earnings Per Share**

132.2p .¢ 3%

012,227

* Contnuing operalions

2012: 15.2% D

Employee Training Hours

122,212 +37.9%

27
Share Scheme Membership
65% Jf /‘U @% poinis
2012 55% o32)

7-1 Year Olds Reached by UK STEM Programme

1,428..0:5 ¢x

2012380 s3]

** Conhnuirg operations belore exceptional ilems acquisihon cests and amorhsationswnie off of Intangible assets ansing on acquisttion
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Chairman’s Statement

In ancther year of demanding market conditions, Croda continued its track
record of pre-tax profit and earnings per share growth. From a strategic
perspective, we have made real progress, maintaining our focus on innovation
and developing our business in both existing and emerging markets.

.

Sectors o

Acquisthons

Corporate Governance @

02 Croda Annual Report & Accounts 2013

With record scles of New and Protected Producis [NPPI across the
bustness, acqusitions in North Amenca and China three more R&D
laboratones, two more customer training centres and further invesiment
in our global sales force our platform for sustainable, organic growth

15 much stronger

Full Year Results

Despite 2013 seeing Iitle change to the demanding market erwironment
that we expenenced throughout 2012, Croda continued to make further
progress with sales, margins and profits reaching recerd levels

Turnover from confinuing operations increased by 2 4% to £1,077 0m
(2012 £1,0519m) Adusted operafing profift grew by 3 7% fo £264 6m
(2012 £255 Im} and we saw Group refurn on sales on the same basis
increase to 24 6% (2012 24 3%) The sales performance was mixed with
strong growth seen (in NPP stower growth in areas where we have less
differentiation from our competitors and declines in commodity sales Our
ongeing success in being able to improve the quality of our business mix
can be dearly seen in rebust margins and the overall increase in
profitability

Adjusted pre-fax profit increased 5 4% to £2514m (2012 £238 5m)

and earnings per share on the same basis' increased by 8 3% 10 132 2p
(2012 122 1p}, boosted by a lower tax charge On an unadjusted basts,
pre-tax profit ncreased 5 0% to £250 Im (2012 £238 3m) and earnings per
share from contnuing operalions mmproved by 7 6% 10131 2p {2012 121 9p

Sector Performance

Consumer Care sales increased by 1 2% over the year to £593 2m

{2012 £586 4m}with good growth in Western Europe being the highlight
and weak trading in EEMEA* fogether wath adverse currency franslahon in
Asia being the major negatives Health Care had the highestincrease In
turnover We saw rnarginaf growth in Personal Care whilst n Crop Care
sales for the year as a whole were flal versus 2012 but were much sironger
in the second half, reversing the declines seen at the intenm sfoge Overdll,
higher margin NPP sales saw double-digit growth o 3 2% nse in adjusted
operating profif' fo £1913m (2012 £185 3m} The improving quality of our
product mix helped increase return on sales 10 32 2% (2012 31 6%)

In Performance Technologses, sales rose by 11% to £387 Im

{2012 £382 8m) with a very strong performance in Asia eroded by
declines in EEMEA* and Europe Agan we achieved double-digit NPP
growth, supporting an adjusted operaiing profif' ncrease of 5 9% to

£63 0m (2012 £59 5m) Return on sales improved 1o 16 3% {2012 15 5%)
representing further progress towards our medium term farget of 20% Al
business areas apari from Coatings & Polymers actueved sales growth

The acquisition of Sichuan Sipo Chemical Co Lid ( Sipo’) was the main
reason behind Industnal Chemucals’ 16 9% sales increase to £96 7m
{2012 £82 7mi As expected Stpo made onty a small contnbution to profit
in the second hall, and adjusted operating profif for the year was flat at
£10 3m (2012 £10 2m) Consequently return on sales reduced 10 10 7%
{2012 12 5%)

Turnover from aperations increased from £1,051 9m o

£1,077.0m -
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Adjusted pre-tax profit increased from £238 5mio

£251.4mj915mza}%
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Foundations for Sustainable Growth

Dunng 2013, we have placed significant emphasis on expanding our
resources in iwo key strategic areas, both of which confinue to set
Croda apart from the compefiion and help us to ncrease customer
frust and toyally

The first s iInnovation which, whether in our ingredients processes or
the mindset of our people, has abways been at the heart of Croda’s
business we wani customers to pariner with us because they value our
innovation [n 2013 we have made significant progress o enhance our
offenng by both developing our own fechnologies and successfully
acquinng new fechnology We are in an strong position to generale
fuiure growth through innovation

The second 1s bringing our business dloser to our customers both in
terms of understanding their needs and how we position our sites
globally Increasingly this has meant focusing on the emerging markets
of Asia Lafin America and EEMEA* We have mode significand progress
expanding our business in all these markets, iIncreasing our operational
capabiity in terms of new and expanded R&D faciiies sales and
customer tratning cenires and manufactunng sites We have also
continued to recruit and retain people with excellent commercral and
technical expertise All of this wll allow us to achieve faster growthin
these emerging markels in the fulure

Acquishons

During 2013 we acquired a 65% share in Chinese speciality chemicals
manufacturer Sipo for £30 3m Sipo has brought wath it new
technology wathin an excellent facility, and moved us closer to our
customers In this key ferntory strenglhening our existing operations
and overall postion In Asia We also acquired for £7 8m the global
Specally Chemicals business of Honda-based Anzona Chemical and
with it world-leading technology that enhances our leadershup in
specally ingredients from renewable resources We look forward to
generating value from the combination of these exciing new
businesses end Croda’s established global sales and marketing
neiwork

Sustanabilty

Customers ond consumers are putiing an ever-grealer value on
sustamnabildty which means there1s a strong commeraial jushiication
for our long-established commutrnent to increasing our sustanablity
credentials in every area of our business We were delighted to be
lsted as one of the top Global 100 Most Sustainable Corporations In
the World for @ second consecutive year This result is testarment to
Croda s performance 1o sustainability and the central role it plays in the
Group's growth sirategy We are proud of our commitment i this area
and it has brought us new business llusiraling how our strategy Is
good for growth as well as for the environment

Board Appointments

In January 2014 we announced the appoiniment of Dr Helena
Gunczokowsk as a Non-Executive Director with effect from 1 February 2014
Helena spent 23 years af Unilever and bangs with her a wealth of
expenence In consumer marketing and innovative produc! development
We are delighled to welcome her to the Croda Board Stanley
Musesengwa will retire rom the Board on 24 Apnl 2014 following the AGM
after seven years as a Non-Executive Director, at which pomnt Steve Willams
will 1eke over as Chairman of the Remuneration Commiftee We wish
Stanley well and thank him for the valuable role he has played over the last
seven years

Dmdend

We continue 1o be a highly cash generative business Thus has allowed us
to maintoin our progressive dividend policy whilst alse funding the
significant mvestment and operational needs of the business Effective
monagernent of these cash flows has ted 1o net debl reducing shightly over
the course of the year, despite spending £38 m on acquisitions and over
£40m of pension deficat funding In line wath our dwvdend policy, we
propose a final dmdend of 35 5p making the total dwdend payable in
respect of 2013 64 5p, anincrease of 8 4% in line with the undertying
growth in eamings per share

Outlook

While the current year has started in ine with our expectahons global
trends are unpredictable and our forward visibility remains imited
Currency franslation 1s expected to have an adverse impact on profit
growth in 2014 [f lost year's results had been franslated using closing rates
as af December 2013, pre-tax profiis for 2013 would have been
approximalely £9m lower However, we still expect to achieve constant
currency sales and profit growth in 2014 charactensed by

* Improvement in margins in Performance Technologies progressing
towards our farget of 20% return on sales

¢ NPP sales growih

* Strong cash generaiion

The Board 15 confident that Croda has the nght strategy in place to deliver
our medium ferm growih largels

Martn Flower
Charrman

' Continuing operations bafore excephional itlems acquisiion casts
ond amorhsationfwrite off of mtangible ossets ansing on acquisiion
* Eastern Europe Middle Eost ond Afrea

Croda Annuol Report & Accounts 2013 03
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Chief Executive’s Statement

Despite a weak macro global economic environment, Crodo delivered a
solid result in 2013. This performance underlines the resilience of our
business model, which focuses on using our global reach to target fast-
growing niche, mature and emerging markets with our high-value, highly

innovative products.

|

Innovahon

Strategy

©006

Sustainability

04 Crodo Annual Report & Accounis 2013

Rea! Progress Against our Strategy

In Manin's Stafernent he talks about how, in 2013, we focused on
innovation and emerging markets as iwo key siralegic areas o dnve future
sustamable growth We mode real progress wath our sirategy in porficular
with our new product developrnent as ewidenced by a record number of
launches in both our Consumer Care and Performance Technologies
business segments | would like 1o prowde some more detall 1o emphasise
the progress we have made

Ininnovation we have seen a significant acceleration in new product
development resulting in more product launches than ever before In
particular, we saw a double-digit Increase in sales of our New and
Profected Products INPP} in both Consumer Care and Performance
Technologies The acquistion of Anzona Chemical's polymer business

has provided us with valuable new technologies and a nch patent portfolio,
which we exped to have a very positve impact on our

business around the world

Technology caplure 1s onthe increase Our Technology Investment Group has
identfied a number of new technologres that we would like to acgquire io
sansfy unmet needs and the team 1s now working hard 1o make this a realiy

In emerging markets we have significanfly increased our presence with
the acquisition of Sipo our first manufactunng investment iIn China One of
the main afirachons of Sipo 1s the newly commuissioned but not yel fully
utilised site In animporiant market this has given us the local footpnnt we
need fo support our sales growth, primarily in Performance Technologies
We have also opened hree new R&D laboratones and two sales offices
and customer training cenfres in Asio Lafin Amenca and Afnica, which wall
ollow us 1o be more responsive 1o our fast-growing customer base in these
markets

Contnued Strong Demand for our Products

So, we have seen a year of ncreased innovation, global co-erdinalion and
invesiment Into emerging markefs The continuing strong demand for our
new and protected producis bears winess io the effectiveness of our
strategy which continues 1o focus on differentiation, innovatron and
investiment for a sustainable fulure

Solid Sector Performance

Consumer Care sales increased by 12% over the year fo £593 2m

{2012 £586 4m) with good underlying growth and favourable currency
franslation in Weslern Europe countered by exiremely weak sales in
EEMEA* adverse currency transkation in Asia and only marginal growth
overall in other markets Higher margin NPP sales saw double-digit
growih, supporling a 3 2% rnise in adjusted operating prefitt o £191 3m
{2012 £185 3mi The improving quality of our product mix helped ncrease
return on sales to 32 2% 2012 316%)
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 Healih Care had the teghest increase in urnover with a streng
performance in excipients offsetting a weak Omega 3 market in
nuintional supplements

= Persona! Care was mixed with only marginal growth overall

- Sederma skin actives, IRB plont stem cells and Anzona polyarmides all
made excellent progress and sales achvity for our new acrylic
polymers platform was encouraging

- Performance elsewhere was disappointing coused by lower levels of
customer reformulation activily

» Crop Care soles were flal, characlensed by

- Atough first half of the year due 1o inclement weather i the USA and
Northern Europe restncing the early planting season

- Impreving demand in the second half

Performance Technologies sales rose by 11% 1o £387 Im (2012

£382 8mj} wath a very sirong underlying performance in Asia eroded by
dechnes in EEMEA® and Western Europe Again growth was enhanced by
a double-digit improvement in sales of Innovative new products, helping
achieve an adjusted operahng profit increase of 5 9% lo £63 Om

{2012 £59 5ml Geo Technalogies led the sales growth and
improvemenis were seen in all business areas gpar from Coalings &
Polymers Return on sales improved ta 16 3% (2012 15 5% representing
further progress fowards our medium ferm farget of 20%

Indusinal Chemcals - Another year of progress helped by the acquistion
ol Sipo, sales of speaality preducts and an increase in volume availabilty
of our co-slreams We saw a 16 9% sales increase to £96 7m (2012

£82 7m) adjusted operatng profit' was flat at £10 3m {2012 £10 3m) and
with Sipo hoving lile fime fo make @ meaningfu! confribution 1o profif,
refurn on sales reduced to 10 7% 12012 12 5%

Our Global Performance

In 2013 we saw sales growth in all our five geographical reporting
regions, with the excephion of EEMEA* Supported by favourable currency
translahion the strongest growth was achieved in Western Eurcpe, which
was up 3 6%, and North Amenca up 3 0% Adverse currency iranstation
reduced our reported furnover growth in Asta and Lalin Amenca s
pleasing 10 see healthy sales progress in China Brazil and Mexico where
we have targeled recent investiment but this was offset by weak sales
across EEMEA* and in Argenfina and Venezuela

A Sustainable Business

Yet agatn, we have made excellent progress against a number of our
sustainability fargets More and more as customer and consumer
demand for renewable ingredients confinues to increase our sustamable

approach 1s becoming an important differentictor for our business and
therelore o significant means of generating growih

We were extremely pleased to achieve o number of new sustainablity
accreditations In 2013 including

» CDP Chimate Disclosure Leader 2013 one of 41 businesses who have
demonstrated leadership in cimate change transparency through
good internal data management and understanding of cimate-
change-relaled 1ssues affecting the company

* Gold Ecovadis CSR Rating which recognises our environmental and
soctal practices and our influence within our supply chain

We also mantained our Global 100 Most Sustainable Corporations and
FTSE4Good accreditations

Qur People At the Hear of Everything we do

Croda is a global company with a presence in 34 countries and one
exiremely talented and dedicated team of indmduals As a knowledge
business, our dependence on Ihe expertise of our people 1s particularly
high and we work hard 1o affract, recruit and retain the best | am once
again pleased lo reporl that our retention rates around the world remain
very high and our people continue to show therr commifiment o
long-term careers with Croda through for example, increasing
participation in our sevings-related share schemes

i would tike 1o take this opportunsy to thank my colleagues around the
world for therr continued hard work and dedication to our business We
could not have achieved these results without them

Steve Foots
Group Chief Executive

1 Continuing operofions before excephonal lems acquisition costs
and omortisation/write off of ntangible assets ansing on acquisition
* Faslern Europe Middle East and Ainca

Croda Annual Report & Accounts 2013 05
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Who We Are & What We Do

Consumers may not know our name, but the products that millions of
people use everyday rely on our ingredients fo perform: from hair and
beauty to pharmaceuticals, lubricants and more. We create the innovations
that help our customers to build million and billion-pound brands.

e

A |

Structured to Meet Customer Needs and Harness Market Opportunities

Our business 1s splil Into three segments aligned fo our torget markels
Cansumer Care, Performance Technologies and Industnal Chermicals Inall
three, our focus 1s on developing and delivenng innovalive ingredients,
which could be the active ingredients with unique performance claims, or
the element that gives the product the nght feel or function

Consumer Core

Ofien the Croda element of ¢ firished product 1s @ small percentage,
but it will be thot percentage that makes the difference

Growth s supported across the three business segments by our business
focussed in-house R&D teams and our Technology Investmeni Group MG),
which exist o identify and integrate new technology

Performance Technologies

This low-volume, high-value business addresses fast-growing, niche
markels It consists of our global business in

+ Personal Care, including hair core, skin care, sun care and colour
cosmetcs apphicatons

+ Health Care, including human pharmaceuticals and dermatology,
nuirtion and animal healih

+ Crop Care, including addiives for herbicides, fungiades and
insecticides

Success 1s drven by our infelleclual property, including patented
fechnologies We also differenticie ourselves from the competiion
through our abillity o build and mantan exceptional customer
relationships, and through our innovative sustainable processes

Medium Term Targets
+ Sales to grow 5-10% fassumes 1-2 times markef growthi
+ Mantain current Refurn on Sales

Revenue 2013

£593.2m-1.2%

Adjusted Operating Profit! 2013

£191.3m+3.2%

Return on Sales

32.2%-+0.6% 0

04 Crodo Annual Report & Accounis 2013

The focus 1s on numercus niche markets where volumes are larger than
Consumer Care but margins are still high Key areas and ingredient
applications include

» Lubncants for engine oils, fuel additves and hydraulic fluids

« Polymer Addtives, for inection moulding, PVC, pnnfing inks and
thermal paper

» Coatings & Polymers, for adhesives sealants, plastics, foams and
advanced ceramics

» Geo Technologies for dispersants used in oilfields and emulsifiers used
In mine explosives

*» Home Care, for laundry and fabric care, polishes and vefude care

Customers are looking for patented dfferentiated technologies from us,
because we understand thesr needs and work hard to sahsfy them

Medium Term Targets
» Sales to grow 4-8% lossumes 1-2 fimes market growth}
* Return on Sales to ncrease to 20%

Revenue 2013

£387.1M+1.1%

Adjusted Operating Profit’ 2013

£63.0Mm+5.9%

Return on Sales

1 6 [ ] 3%'%‘@::8%9&11’?5
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Qur Market Place @

Note 1 - Segmental Analysis @

R N A Technology Investment Group (TIG)
With lower margins and higher volumes, this segment largets a wide 2013 has seen the first full year of IGIn achon Led by our Chief Techrology
range of important industnal markets The ingredients we produce are Officer and Board member Keith Layden, TIG has been established to find
largely based on renewable raw matenials, with the majorily coring exciling new ways fo deliver the innovation that will dnve our growth By
as a resull of manufactunng products for our Consumer Care and undersianding customer and marke! needs, we identiy the new
Performance Technologies operations This supports our sustainability techrologses thet waill fulfil those needs, bringing them into the business
credentials through the use of matenals that would otherwise need to through internal or external nvestmen, ncluding mergers and
be disposed of acquisiions
T -
> Maximise profitability
Revenue 2013 Anzona Chemical, Specialty Chemicals Business

T Led by the Technology Investment Group this acguisiion, completed

. . oo (s) i 2013, breught wath it a portfolio of pateri-profected, class-leading
AN st + 5 0 oil geling polymers With sales info exishing Croda applications and

the potential for expansion into many more, the acquision further
Adjusted Operating Profit’ 2013 strengthens Crodass postion as a leader in speaally ingredients
g ;o0 > from renewable resources
P

¢l L *unchanged
Retum on Sdles

N - ’
.
.

Y z’nﬂ ug%poims

1 Continuing operations before exceptionel tlems acquistion costs
and amerhisohonAwnie off of ntangible assefs arsing on acquisiion

Croda Annugl Report & Accounts 2813 07
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How We Operate

Like our customers, we are driven by the desires of the consumer and
our aim is to identify, anticipate and satisfy their unmet needs. We do this
by working intimately with our customers and by focusing on constant,

sustainable innovation.

—

From our technologies and processes 1o our locations around the world,
our business 1s bullt around our customers Working In close parnership
with them, we not only entarpate, understand and satisfy their needs, but
also prownde the inspiration that can help them achieve even greater success

We achieve this cusfomer intimacy through

Understanding
Using our in-depth knowledge of our customers needs, we can deliver
targeted innovaion and create value, helping themn to build sirong brands

Geography

Understanding comes from close customer colkaborations, and itis a simple
fact that we can develop better relationships and be more responsive 10 our
customers when we are localed nearby

This combination of hawng an inimate understanding of our customers and
the nght people in the nght place ensures that we can deliver the innovations
{hat will enable our customers fo build sirong brands, which in turn drives our
sustamnable business growth

Delivering Sustainable innovation with Our Customers

Acling on
customer and
markes feedback

Clearly
communicating
performance
henefits fo our
cusiomers

_ wnovahton

Understanding
customer, market

/ and consumer
needs

Connecting needs
with product
functionality

Connedling
functionglity with
our ingredients
and technologies

Delivering
sustainable,
markei-leading
innovations

08  Crodo Annual Report & Accaunts 2013
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Business Model @
Sustainabiity @

Our People Delivering Innovation Across the World

. Being close to our customers during the creative process strengthens our
3 5 45 3 4 1 relahenship and gives us the edge over the competition It alse allows us 1o
b | » react more quickly io market requirements,
People Couniries Toam

Our business depends upon the expertise and dedication of our
people At every point, our people are central 1o cur infimate
relationships, working with customers both directly and indiredtly to
meet their needs This 1s why we work hard 1o recruit the best and to
source the specighst knowledge we require

Once we have found the nght people we want to keep them which
means investing in our workforce providing them waith the nght
balance of remuneration, benefits, and cpportunities fo develop and
grow their careers with us

We enjoy great diversily in our workfarce, which can lead 1o new,
better ways of working and thinking, driving ideas and innovations #
also allows us to better represent the diversify of the communthes in
which we operate

Innovation

Creafing new intellectual property and know how, whilst maximising
the potential of exsting patents is the fifeblood of our business
Innovation plays a cntical role across our operations from the woy we
run our business to how we work with our cusiomers fo deliver
mgredienis fo market It1s all aboul differentiating ourselves from the
competiton It 1s how we proted our current and future sales and
how we improve Group margins

Sustainability

Whether driven by our own business ethics, consumer demand or
governmeni policy, sustainability spans every area of our business
We are fully commitied o using renewable raw matenals and
environmentally sensitive processes, producing ingredients that help
improve ihe sustainable credentials of end products looking afier our
people and the communites in which we operale

This makes us a business that our customers want 1o work with, with
the assurance that we have a strong future ahead

» mprove the efficiency and value crealion of our INnovalton processes,
» work (n parinership wilh cusforners on specific new produc developmenis
» better educate our custorners In the benefts of warking with Croda

In 2013, 1o bning our customers closer fo our INnovations we have made
significant nvesiment info our facilities including

» New R&D Centre S&o Paulo, Brazil

» New R&D Centre with New Claims Testing hub, Stngapore
* New R&D Centre, Shanghai, China

+ New Customer Training Centre Singapore

» New Custormer Training Centre, Séo Paulo, Brazil

Delivering innovative Ingredients

1 Internal Innovation R&D
Qur primary route where we invest the most in our people and technologies fo

+ globahise our R&D to ensure that each innevaton achieves maximum
market impaci

» move doser to our cusiomers by inveshing in new and expanded R&D
facilites

2 Open Innovahon Parinenng
Seeking portnerships with
» custorners i order to develop desired solutions,
» world-leading academic institutions fo remain at the cutting edge

« developers of emerging fechnologies from small and medium enterpnses
{SMEs)

3 external Innovahon Acquisthons
Identfy and invest fo
» find new opportunities through cur Technclogy Investiment Group (THG}
« acquire sustanable and speaalist technologies

* Number of employees as af 31 December 2013
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Where We Operate

Croda is a global company with locations around the world, specifically
chosen to facilitate close customer working. We are constantly investing
in our existing markets and expanding into emerging markets to give
our customers around the world the best, most responsive service.

f

- R

Global frends, induding a grewing, ageing population, emerging markets,

climate change and a shiftm people s expectations and behaviours, gve
us a golden opportunidy over the next decade for growth To take
advantage of this opportunity we have fo focus more than ever on toking
our business fo where our pofenhal new customers are As you can see

we confinue to invest heavily In bespoke faclites, expertise and our global

teams to align our business more closely than ever with our customers

Western Europe
Employees Total Revenue
55% of Group Total 38% of Group Total

1,933

£414.8m

10 Manufaciunng Sites - 9 Sales Offices

-

Eastern Europe, Middle East & Africa -
Employees Total Revenue
2% of Group Total 7% of Group Total
71 £74.4m
0 Manufactunng Siles 6 Sales Offices
North America
{' Employees Total Revenue
13% of Group Total 26% of Group Total
474 £277.3m
2 Manufactunng Sites 3 Sales Offices
Latin Ametica
Employees Total Revenue
6% of Group Totat 1% of Group Total
206 £115.9m
1 Manufactunng Sites 7 Sales Offices
Asia Pacific
Employees Total Revenue
24% of Group Total 18% of Group Toltal

861

10 Croda Annual Report & Accounts 2013

£194.6m

5 manufactunng Sites 10 Sales Offices

Leading the World in Plant Cell Culiure

italion based Istitute di Ricerche Biotechnologiche (IRB} 1s the
world leader in plant cell culture, a key new susiainable
technology with an imporiant role fo play in Crodo’s future
Following therr integration into our speaiality active ingredients
brand, Sederma, we can use our knowledge, experise and
global posiioning to bring IRB fechnology fo all of our customers

Solar Power at Atlas Point
A $2 3m invesiment generaling 5%
of the site s electnciy

Improving Customer Service In
Latin Amenca

Last year we opened a number of
Customer Training Centres,
including one in Sdo Paulo, Brazit
Close to the head offices of several
of our key global and regional
accounts, this new facility wall help
us to increase cusiomer contact fo
strengthen relationships and better
educate customers about our
products
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Investing in our First Manufacturing Sde in China

In 2013, we underined our commitment {o the ¢nfical Asion
region by acquinng a 65% stake in Sipo in Sichuan Province,
China Sipo specialises in produaing ingredients using
naturally denved, renewable raw matenals The acquisiion
brings with ¢ new technology that will expand our portfolio
across a number of core seciors, including Polymer Additives,
whuch serves the plastics and packaging market, and
Lubricants  moves us doser to our Asian customers and
allows local produchon for faster growth

Key
m Head Office
P Manufaclunng Sles @ New R&D Centres

¢ New Cuslomer Training Centres

Sales Offices

"Sipo s manufadunng capabiliies
together with cur markehng
expertise and sales force
Infrastructure are an exciling
combinahion We will have a sironger
platform in iche markels and
renewable fechnologies which will
ollow us to develop our customer
base and dnve sales growth in Asia”

Steve Foots
Group Chief Executive

uly  Supporing Growth n Asia
- o Pacfic
Located on the Singapore
mainlend, dose fo the head
offices of several of our key
global and regional customers
- and suppliers our new facilhes
will help us to achieve even
greater customer inktmacy The
operation includes a harr and
skincare salon an expanded
« =~ =77 Product Validation Clam Support
. Laboratory and a farge fraining
o area for our people and our
L. customers

B

* Number of employees os of 31 Decamber 2013

Croda Annuat Report & Accounts 2013 11




- T L

Our Market Place

The world is changing. Trends such as a growing, ageing population,
shifts in the global economy, the emergence of new markets and
dimate change present us with many exciting business opportunities.

r T — e e T T I
These frends are what we ferm global drnvers, influencing change Our kiture innovations, investments and commercial activies must
and opportunity Stemming from them we have identified three enable us to maximise value from the opportunities these frends
unsioppable mega irends’ wathin Crodas space creqte, they will be the catalyst of our sustainable business growth
Global Drivers

Beauty Health & ingredient
& Ageing Wellbeing Sustainability
Growth Opportunities

Business Areas EstablishedI&lEmergingIMarkers! \l
Coatings W' M 05D | A9 e
& Polymers jTechnologies [REUTOpS] ArosricaliPocifid

Personal | Health | Crop | Polymer | Home

Care Care Care | Additives | Care hbriconts

Hamessing Opportunity Through:
Differentiated Technologies Meeting Unmet Consumer Needs Sustanable innovation
Developing the intellectua! property Identfying frends and desires o prowide the Puthng sustainability af fhe heart of everything
innovative processes and close customer innovative, sustainable solutions consumers wae do, from our peopie, manufactunng sites
relationships that set us apart from the want when fhey wanf them and processes to the raw matenals we use

competiion

12 Croda Annugl Report & Accounts 2013
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Mega Trends Driving Growth

£

1. Beauty & Ageing

This powerful mega frend 1s central to our business With numerous niche
markets occumnng in Personal Care many new opporiunities are being
created, pariculorly around the global driver of an ageing population

For example

¢ Tallorng anh-ageing and beauty products for different age groups, such

as sun prolechion for teenagers and increasing collagen for middle age

and mature years

Antli-ageing crossover info hair care, restonng youthful shine and

condition

+ New funchonal formais offenng muliiple benefits In one product such as
BB tbeauty balm) and CC {colour corrector] creams

o
2. Heatth & Wellbeing N

Croda is a leader in natural
spedidlities, with around 70% of
our raw materials coming from

renewable, natural sources. This puts
us in an excellent position to benefit
from the growing trend in natural
based consumer products.

We are seeing a shift from treatment to prevention Developed markets
recognise that large stale and indwducl care bills may be reduced
through diet and lifestyle choices, while emerging markets have
identfied that prevention s cheaper than the cure Opportuntiies to
grow include the following

+ Nutnitonal and functional foods that give added benefits such as
omega otls and supplermnents to help Improve [cints
+ Over-the-counter medicines to prevent or treat minor problems

+ Greater focus on the lucrative pet care market, parhcutarty topical
treatments for dogs ond cats

Vi

3. Ingredient Sustainability

Population growth and increasing consumption of goods 1s putting an ever
greater strain on natural resources resuting in increased pressure from
consumers and governments for more sustainable products This
represents a huge opportunity for us to further differentiate our business
from our competiiors through

* Sustainable manufactuning processes and ingredients produced using
renewable raw matenials across each of our businesses

« The effiiencies our ngredients provide, such as our rheology modifers
thart help concentrated laundry washing quids fo work at lower
temperatures, reducing energy and resource use

Global Drivers of Opportunity

The populahion is growing, ageing and becoming more
pelansed, in ferms of greater gaps in wealth and health We are
seeing changes in people’s expectalions and behawviours, often
driven by the infernet and secialmedia The balance in the world
economy Is shufting and new markets are emerging Climate
change and the scaraty of natural resources are increasing the
focus on sustainable manufaciunng Al of this 1s a challenge 1o
our business It also provides incredible opportunily fo reach
even greater heights, by aligning our business and mnovations
ever more closely with our changing customer base

Additional Challenges and Opportunities

Regulation

External regulation, which Croda 1s actvely helping fo shape, is
growing in all our niche markets Thisis a positive for our business
os we have a proven frack record in delivenng notjust product
quality but also the proof of performance in the form of
comprehensive claims substanfioion data Thus 15 an opportunity to
strengthen our edge over the competition and increase barners fo
others entering our markets

Competihon

The breadth of our business means that we do not have one big
competitor that spans oll of our markets Instead we have direct
competitors in each of our niche markefs Here, we succeed by
differentiating our business through our intellectual property,
ever-closer customer alignment and our sustanabiity credentials
We are thus uniquely posihoned io fake our products into a vanety
ol interesting markets

@ SeeSR
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Our Business Model

Our changing marketplace offers opportunities for growth and
success. By hamessing and maximising the potential of these
opportunities, we create value for our business and shareholders.

L — - |
How we Create Value

Whal 1s a business model? For us, it 1s how we structure our business to The customer s at the heart of this model We respond to our customers’
deliver our sirategy It shows how, through constant investment in our unmet needs by bulding mbimate relaonships wath them  This enables us
people, manufactuning sites, processes and technology platforms, we can fo develop innovative ingredients thot create value for our customers and
achieve greater growth and success our shareholders

Regulatory

The external influences that are
crucial fo our business operations

Employees

Talented indmduals working
as one team across the globe

Infrastructure

The nght processes and
premises In the nght places

Customer

Intimacy

Stakeholder Feedback

The process of understanding
shareholder, customer and
consumer needs 1s a crucal
and ongoing part of our
business model

Key Performance Indicators @ Innovation Customer Intimacy Sustamnabily
Our Risks @ Captunng leading-edge Moving ever closer fo our Sourcing renewable raw
technologies knowledge and customers in ferms of location materials developing responsible
experise and buitding nch knowledge and understanding manufactunng processes looking
patent portfolios 10 better identify and respond to afier our people and the
their needs communities in which we operale

14 Croda Annual Repon & Accounts 2013
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Investment

Growth

Stakeholder Value

Cenired on niche market focus,
specialisation of Performance
Technologies, new fechnology
capture, expansion in high-growth

Constant investment and

innovahion supported by the nght
people, using the nght processes
and the nght matenals in the nght

markets and development of places dllows us to achieve
our people sustanable business growth
How we Protect Value

Having created value, i 1s cruaal that we identify and effectively manage
the nisks that could have an adverse affect on our business model and
prevent us from achieving our sirategic objecives Isee pages 16 and 17)
Atthe heart of this lies our abily to operate sustainably, safely and legally,
if we cannot do this we nisk not having a business at all We dentify and
regularly review the key specific nsks o our business, those which pose
the biggest threat to us

We strive 10 deliver greater value 1o our shareholders, with a commitment to
finanoal growth and high refurns

We deliver value 1o our customers and their consumers through high-
qualiy Ingredients based on market-leading iInnovation

We create sustainable value by minimising our environmental impacf,
investing in our people and communites, and through our renewable
ingredients

We then put In place measures and controls fo effectively manage nisk
and protect the value we create

Our nsk management framework, including the key nisks we have
idendified in 2013, are managed in Iine with our business model and are
discussed on pages 2410 27

Increasing Bamers to Entry

We protect value by increasing barners fo entry, making # harder for
other companies to compete and succeed in our markels We
achieve this through

Intellectuol Property

Market Diversidy

We seek to protect our inventions by the filing of patents covering the
major relevant geographical regions of the world in particular, we
focus on protecting the applications of our new products so that our
customers are required to purchase from us in order to apply the
materials in therr products

Sustainabilty

No single major competitor services the same breadth of markets that
wedo This gives us an edge as we con adap? our diverse technologies
and products for a wider range of different niches to maximise therr
value

Quality

Around 70% of our raw matenals come from natural sources,
dllowing us to capitalise more on the growing desire for natural
based ingredients

Customer Inhmacy

We are helping io shape the regulations that govern quality in our
markets, requiations that can serve as a barrier for those seeking 1o
compele alongside us We have the ability to comply with and exceed
stondards, as well as providing the proof of our excellence

Flesuble Manufactunng

We have our own dedicated science-focused sales force who
understand our customers and are able to develop strang, close
relahonships with them Through our 35 sales offices wirtually of
Group tumover 1s managed directly by our own people

As we sell small, bu valuable quantives of products, we do not always
have to invest a lot of capital to create value We are able to run our
manufactunng sifes at lower occupancy levels than for a fypical
chemical company thus ensunng that we can be more responsive to
our customers needs

€ SeesR
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Our overarching strategic goal is to be a global team serving our customers
with superior and differentiated technologies. To guide the direction of our
strategy, we have established a set of principles and objectives.

Strategic Pnnaiples

* To consolidate our global leadership os the number one supplier of
speciality ingredients from natural and sustainable sources fo our
chosen markets

* To target mche markets that are growing rapdly and where customers
value our innovation

* To supply customers both large and small and continue to expand our
direct selling mode! globally

* To work as one global feam to deliver outstanding results

Key Strategic Objechves

Our strategic objectives build on how we create value and represent
specific points of focus wathin each of aur business model areas The
broader conlext involves many more goals and inMiatves again in each of
the business model areas, all of which will help to make us a pariner of
choice for our custorners To help us measure our progress against the
sirategic objectives outlined here, we have established clear targets and
Key Performance Indicatars [KPIs), which you will find detalled on page 22

Employees infrastructure
Key sirategtc objecthve Key sirategic objective
Recruit, mohivate and retam high-calibre Expansion mto emernging markets

employees

Our employees are central 1o our success We are
o knowledge bustness so inding the nght people
15 not easy When we do recruit new talent we
need 1o keep i within our Group by

* Being seen as an employer of choice,

+ Providing a balanced rewards package and career development
opportunities, and

» Creahng a strong culiure of effeciive performance manogement
To read more about our Pecple sirategy, please turn to page 32

Regulatory

Emerging markets present us with o huge
opportunity for growth We need to align ourselves
closely with customers in fhese markets 1o
become thew partner of choice, which means for
each such market

+ increasing our manufactunng feotpnint, and
* Scaling up our resources

To read more aboul our emerging market opportuniies and our wider
focus on ensunng that we have the nght processes in the nght places,
please turn fo page 10

Sustamnabilty

==

Key stralegic abjective

Develop and improve the effectiveness of cur
SHEQ (Safety, Health, Environmental and
Qualdyj systems

We have o dedicated SHEG commitiee that meets
every quarter fo

* Review our SHEQ nsks,
* Reporl on how SHEQ 1s being conirolled and mancged, and
* Monier defined and agreed KPIs

Thus 1s afl part of our wider sk management framewaork
For more detaills please fum to page 24

16 Croda Annual Report & Accounts 2013

Koy strotegic olyes ive
Mirumise our environmental impact

The ever-increasing demand for more sustainoble
products and manufaciuning processes fits
perfecily walh the natural chenistry that spans
every facet of our business We are confinually
seeking to make our producis and processes
more sustainable through

« Sourcing renewable raw matenals

» Drmving down energy and water use throughout all our manufadiunng
and business operations

¢ Reduang wasle to londfill and
< Increasing our use of renewable energy

Our broader sustanability siralegy also encompasses our long-term
business sustainabitity and social respensibility

To read more about our susiainability performance please turn to page 28

€9 SeesR
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Customer Intmacy Stakeholder Value

Key strategic objediive . . Key sirategic objective

increase barriers to entry s~ SN Increase shareholder value y .

We become our customers partner of choice by ; Y At Croda we aim 1o create value for shareholders : L

+ Understanding ther needs and innovating to . 4 through improved relums and capifal growth >
satisfy those needs, . - . These cbjecives will be achieved by remaining -t

. frue 1o our sirategic principles and objechives, N
* Becorning an essential part of their fearm, and ncluding -

+ Differentiahing ourselves from the compefition

through our excellence, knowdedge, quallty, serice

loyalty, and frust
All of these ways of creating value increase the bamers for competifors
to enter our markels
Custorner Inimacy also means moving geographically closer 1o our
customers To read more, please turn to page 8

Innoveaton

*» Successful new product development,

* Ever-closer customer alignment,

* Anincreasing focus on emerging markets, and
¢ Long-term bustness sustamnatbilily

The way we increase customer and consumer value 1s through our
Innovation and Customer Inlimacy obieciives

investment

Key siralegic abjective
Increase new product innovahon .

We are fargeting our fastest growth kom focused
new product launches inlo new niches all dnven
by the powerful mega trends shoping our markets ’
[see poge 13) Our sirategy I1s fo N
* Ensure that we have the fechrical resources in

place, in ferms of talented chemists, biochermists

and engineers,

Accelerate the capture of new technologres through external
acguisitions,

Escalate our major infernal innovation projects, and

Maximise the potential of new patents across our infematonal seling
network.

To read more about how Croda delivers innovation please furn to page 8

Growth

Qur entire strateqy 1s underpinned by constant,
targeted investment To continue fo succeed 1o
fight dechine in our exishing markets and fo achieve
penetration in emerging markels, we will farget
70% of our spend at

+ Increasing capaciy in our magor product groups

+ Captunng new fechnology including invesiing in

biotechnology at our UK Ditton sife ond acquinng IRB in 2012
Biotechnology 15 0 polentially disruplive process technology that can be
used as a route to more sustainable existing produds and complex
matenals that cannot be preduced using classical chermcal processes,
and

Reducing energy, including invesiment info solar power reducing water
use and the amount of waste sent to landfill

We wll be looking to significantly increase our levels of caprial expenditure
per yedr info technology investments induding mergers and acquisitions,
and investments into emerging markels, as priortised by our siralegy

Stakeholder Feedback

Key strategic objective
Maintain an efficent balance sheet
and ensure profitabidity D

We am fo achieve this through

« ensunng that the new business we bring in
generates growth

+ focusing on higher returns for greater
profitablity,

+ putiing all forms of funding to the most effeciive use and
= making sure we have ready access fo cost-effective flexible funding

To prowide our shareholders, custorners and
consumers wath the sustainable value they seek
ond expect, we need to understand their needs in
great detall Feedbacks an essennal part of this
ond we are continually gathenng information from
all our stakeholders to nput nfo every area of cur
business model

™\
</
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Our Executive Team

Meet the people behind the strategy, share their insights into what
the future has in store for our business, and how we are all working

together to achieve even greater success.

f

*Qur Executive Team have worked together to
establish our strategic objectives and have overall
responsibility for driving progress against our
targets. Through their leadership and constant
focus, we can achieve the sustainable growth that
our business is capable of ”

Stove Feats, Gioup Chisf Exacutive

“North Amenca remains a
fast-growing market with many
exciing business opportunties
Our abilily to prowde customer
value through innovation and
sustainabilty s unmvalled From the
latest anfi-ageing ingredients to
enwonmentally frendly matenals
that support oll and gas recovery,
we add value to what our
custorners do by improwng the
petformance of their products,
while minimising the potential
impact on the environment *

“Our vimion statement makes reference
to all funclions being valved equally,
which goes some way to explaining
why, ot Crodo, finance 1s very much
seen as a business pariner rather
than merely a support function
The robusiness of our systems and
controls ensure that we are able to
pravide tmely and accurate
information fo the business fo both
measure performance and, more
imporiantly, to support the speed of
our decision-making process, a vital
factor n our continuing success *

Kuvin Gailagher, Prasidant North America Graham Myers, Group Financiol Conltroller

“Our aim 1s {o drive profitabifity
forward through improving our
mix of products drving sales of
new and protected products into
fast-growng niches and investing
in growth outside Europe by
sirengthering local teams and
moving production doser to our
customers Supported by the
Technology and Irvestment
Group {TIG), we are also
increasingly seeking to make
targeted technology acquisitions ~

Mearten Heybreek, Prasident Parformance Technologies & Industrial Chemicels Europe

18 Crode Annual Report & Accounts 2013

“Growth in oll market sectors in
Asta Pacfic confinves to be
robust despite curency
headwinds Qur recent
acquisition of Sipo i China
and further investment in
Singapore provides us with a
much stronger plafform in
niche markets This will allow
us to develop our customer
base further and drive strong
sales growth i this very
important region

Devid Barracleugh, Prasident Asio Pacific
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“Leveraging the strength of our
world-class manufactunng facilties 1s
key to the success of our strategy We
expect sgnificant growth In emerging
markels and new product lounches,
and continue to invest In new
processing technologies Our global
manufactunng footpnnt and supply
chamn must be aligned and ready to
delver Qur manvfactunng teams
around the world will continue to
provide the excellent service that
sets us apart from our peers®

“Latin Amenca represents significant
opportunity for growth across afl our
core marked sectors but if also has
unique requirements in terms of
product funchonality and service
Developing a broader manufacturing
base for key products within the
region, alongside enhancng local
provision of applications, R&D,
custorner service and quality, will help
fo continually strenglhen our customer
relationships and support mutual
business growth *

Stuart Arnot, President Global Operations Nick Challener, President Latin America

"Our corporate sirategy sets out how
we will dnve the future growth of our
business We must ensure that we
have good management and
governance 1o support this growth
aswe expand into emerging
markets sack to caplure new
technologies through targeted
mergers and acquisitions and
continue to identify and mitgate the
mayor nsks to our strategy

“Consumer Care Europe compnses
a highly innovatve portfoho of
products provding consumer-
facing benefils to our customers A
sfrong pipeline of new projects,
the exploitaticn of new technology
from recent acquesttions, such as
Anzona Chemcal, our mvestment
i Acrylic Polymer manufacturing
and our increasing presence In
high growth temtones all add up
to an increasingly posiive outlook
for 2014 and beyond *

Tom Braphy, Group General Counsel and Company Secretary

“Innovation 15 the comerstone of
our business Continuing to be
recognised by our customers as the
{eading Innovator in our markets is
the exating chalienge that drves us
forward Innovation 1s not Just about
developing new produds and new
performance claims, It includes every
aspedt of the business and any
elernent of our operations that
differentiates us from our competiiors
1tis all about our people ther
motivahon knowledge, engagement
and creatty

Keith Layden, Chiel Techrology Cfficer

Sendre Breena, Presideni Consumer Care furope

“We have spent a number of years
developing a SAP platform at the
core of our global operations Now
it 15 fully operational we have the
opportuniy to extroct information
on all aspeds of our business
particutorly sales margin and cost
trends by custormer, product region
and business umt We are
developing mnovative ways of
extracting this data in areadily
digeshble form for all users to
understand the key trends
drving our business *

Sean Christie, Group finence Direclor
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How We Performed

2013 has been another year characterised by strong financial
performance, with good growth in pre-tax profits and earnings per
share, a reduced pension deficit and lower borrowings; all achieved in
the context of a demanding marketplace that looks set to continue.

o

]

Note 8 - Earmungs Per Share @
Note 12 - Retirerent Benefits @
Note 20 - Borrowings @

Note 28 - Acquisihons @
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After concerted efforts last yeor 1o expand our resources we now have the
people and faciiies we need to support our growth plans and expect fo
see steady improvements in sales growih in the future

Improved Sales and Business Mix

Conlinuing sales increosed by 2 4% in 2013 compared o the yeor before
with a decline in underiying sales of 0 2% masked by favourable currency
translahon and acquisitions Qur overall rmix of business improved, with a
10 8% increase in New and Protected Produci (NPP) sales We also
expenenced slightly sironger sales progress in the second half of the yeor
than the first

Increased Profitability Overall

Adjusted operating profit grew 3 7% to £264 6m (2012 £255 Tm) wilh
refum on sales reaching 24 6% (2012 24 3%} We saw profit growth in
both our Consumer Care and Performance Technologies business
segments, achieving our highest ever return on sales figures in each
secior Compared 1o 2012, Industnal Chemicals profiis were flat

The reduced pension defiol led 1o ¢ lower funding cost ond borrowings
reduced shghtly As o result nel inferest costs were £3 4m lower than
n 2012

The result of this Increase in operating profit and reduchion in inanaing
costs has been anincrease in adjusted pre-tax profil of 5 4% to £251 4m
{2012 £238 5m) Total pre-tox profit, ncluding acquistion costs and
amortisation of acquired intongible assets, grew by 5 0% 1o £250 Tm
{2012 £238 3m)

Earmings Per Share and Dwdend Performance

faling corporahon fax rates in the UK and a more favourable mux of
overseas earnings further reduced our fax rafe 1o 28 7% (2012 311%)
Consequently, adjusted earmings per share from continuing operations
grew a lile more than profits, up 8 3% 10 132 2p On an unadjusted basis,
eormings per share from confinuing operations increased by 7 6% 10 131 2p

Dvidends were increased in line with eamings growth

Accounting for Acquisthons

The acquisiitons of Sipo and Anzona's Speaalty Chermicals business
increased acquisition cosls and amortisation of acquired iIntangible

assets If the nght targets can be found these costs are likely to increase In
the future To avoid distorting the undertying frend in profitability we have
chosen to infroduce the definitons “Adjusied operating profit™ “Adjusted
pre-tax profit” and “Ad|usted earnings per share™ in each case we
exclude acquisiion costs amortisaton or write off of ntangible assets
ansing on acquisiton and excephonal tems The Group Income Stalernent
has been produced in a columnar formai to further aid ks analysis

Goodwill

This year's acquisittons have increased the corrying amouni of goodwall in
the Group balance sheet to £229 3m {2012 £206 5m} The goodwill
relates predominantly 1o the value in the commercial and other synergies
ansing from the combination of the acquired technologies and producis
with Crodass established global sales, marketing and R&D networks

Debt and Liquidity
Free cash flow was up 38 0% al £249 0m (2012 E£180 5m) helped by ight
control of working caprial Net debt reduced by £5 5min 2013 fo £202 2m
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(2012 £207 7ml, despite significantly increasing our pension defiof funding
contribution 1o £412m (2012 £24 7m} Capital expenditure was £46 6m
{2012 £52 7m) the cash effect of our targeted mergers and acquisiions
was £54 9m, induding inhented borrowings and dvidend pay-outs
totalled £83 6m Our main banking faciliies run to May 2015, however we
plan to refinance these loans during 2014
Capital Expenditure
Caprttal expenditure was 13 imes depreciation at £46 6m (2012 £52 7m),
with the biggest spends resulling from enhancing our manufoctunng
capability n North Amenca and Singapore The amount of expenditure
was lower than onginally planned for 2013 This was due in part 1o project
phasing, but also because of our response 1o the fower than expecled
market demand we encouniered in 2012 and 2013 We do expect to spend
sigruficantly more on capital expendiure in 2014 as the phasing benefits
seen n 2013 reverse ond we commence wark on a number of major new
capial projects Aflas Point, North Amenca

Retirement Benefits

We made deficit funding contnbutions in 2013 totalling £41 2m

(2012 £24 7ml This along with strong eguity markets and shghly
increased discount rates has resulled in the 1AS19 pension defict falling fo
£135 8m at 31 Decernber 2013 {2012 £165 8m} The major element behind
the £412m defiat funding contribution was a payment into the UK fund of
£38 4m The amount of funding for the UK scheme will be fower in the next
wo years at around £20m per annum

KPis

We made further progress dunng 2013 towards our medium term farget
for Performance Technoltogres of 20% return on sales All other financial
fargets were agan achieved in 2013

Performance against a selecon of our KPIs 1s shown in the following table

Target 2013 2012
Refurn on sales’ A 24 6% 243%
EPS growth! +5-10% +8 3% +8 2%
Posi tax ROIC SWACC'T 23 8% 238%
Debi/EBMTDA <3x 07 07

*Contuing opesations before acquishon costs and amortisakon of intongible
assals ansing on acquIshHon

ASenarate targets for Consumer Core imamtan ai current levels), Performance
Technologies lachieve 20% in the medium term) and Industnal Chemecals
imaarmuse profitabilityl

TWACC Wesghied average cost of copital 2013 average 6 3% (2002 6 8%}
* Excluding IASI9 credn

=

A$2 3m solar installation project will generate around 5% of

the site’s elecineily equivalent fo the power used by 130 homes,

and reduce annual CO; enissions by more than £1 4m Allas
Point already generates 70% of the sile’s power requirements
by channelling methane gas from a nearby londhll Since we

acquired the plant in 2006, we have invested $100 million into

upgrading the facility Over he next three years, we plan to

mvest $50 million more to enhance and expand the site ready

for further growth

Adjusted operating profit grew from £255 1m to

£264.6m 2.«

Relurn on sales increased fo

0f
24.6% © 2.
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How We Performed

Our Key Performance Indicators (KPls) have been chosen by our Board to
measure our Group’s progress. A selection of our KPIs are shown below,
each one relates to one of our strategic objectives, which in turn relate to

a different area of our business model.

{ I 1
Strategic Objechive Increase new product mnovahon On rack
KP1 New and Profected Products ~ Commertt Our focus on NPP sales s nothing new Target- Sales {£m) CAGR + 10 8%
INPP) sales, as a proportion of and we have g proven track record of bnnging new Increase the Group +2 4%
tolal Group sales products to market We have, however, sought to proportion of
KP! defintion NPPproducisare  Dng greater focus by itroducing more ngorous Group sales kom
where existing sales are reporfing of NPP safes, with a pariculor emphasis NPP
protected by virtue of being ether 01 NPP as a preportion oftotal sales 115 pleasing fo
newly launched, profecied by report that n the two years since we started NPP sales
mtellectua] property or by uruque  FePOrng thes KPI NPP sales have grown ot a rate of
quality charactenshcs 10 8% compared {o tolal sales growth of 2 4% per

annum across the same penod
Strategic Objective Expansion into emerging markets On track
KP1 Emerging market sales, as o Comwnent Our definifion of ‘emerging markets Target Sales (Em} CAGR + 6 B%
proportion of fotal Group sales covers alt our actmty In Asig, Latin Amenca and increase thef Group +5 6%
KPI defin he percentage of  EEMEA While some of the terntones within these proportion o
sqle:‘;f:omn{o Eg:?em Euﬂ,‘;‘; regions are reasonably well developed they st Group salles from
Middle East ond Afnca [EEMEA],  Fepresent areas where we believe sales growth eme;gilng
Latn Amenca and Asia could outstnp those of our more fradional markets markels
As outlined on page 11 we have increased our
presence in each of these key regions and logk
forward to better thon Group average sales growth
from emerging markets in years fo come ‘
Emerging market soles
Strategic Objechve Increase shareholder value On frack
KPt Earrung Per Share (EPS) Comment Our headline EPS figure has grown from Target- Growth rate {%)
growth 512p1n 2009 fo 131 2p ths year, o compound 5-10% EPS
KP definmon Adpusted profi growth rate of 20 7% We are proud of this refum gowthpa
after tox dwided by the average ~ 9nd of the value we have ereated for our
number of 1ssued shares sharehoiders but equally, we rediise that
expectations remain fugh for growth in the coming
yaars We firmly belleve thut the sralegy we have
outined in the preceding pages will stand usin
good stead to deliver EPS growth in our 5-10% target
range in the medwm term
Strategic Objechve Increase bamers to entry On track
KP1 Retum on sales Comment Yet again we have reported record Target Return on sales %
KP1 definmion Operating profil operating profit returns In Consumer Care refurns Consumer Care
as 6 % of Group soles are steady around the 32% level and our target ICCY maintain ! ! j+322%
remains to keep refums af this level n challenging cument levels 26
market condihons In Performance Technologies, we  Performance /f": T
confinue to make solid progress fowards our Technologies (PT) o +16 3%
medium term target of 20% As each business achieve 20% in i .
continues to find mnovative ways of addressing themedumterm =) S0 7%
customer needs we remain confident of further Industnal 1
improvernent in overall retums Chemcals {IC) 2009 12010 1200 12002 (2043
g:gmg:‘)fﬁy Occ Ep1 BK T Group ol
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Strategic Objective Minimise our envrionmental impact

KP1 Non-fossil fuel energy %

KPi defintion  The proportion of
our energy that comes from
non-fossi fuel sources

€ SeeSR

Comment With coninbutions from many of our
sifes 1n 2013, most notably Atlas Point {see page 21),
progress toward the 2015 non-fossil fuel content
farget has been dramatic Looking to the future we
have a number of active capital projects around the
world that will advance us yet further The 25%
target s within reach

Strategic Objechve Recrutt, motivate and retam high calibre employees

KP! Voluntary tumnover by year %

KPi definhon  The number of
employees who have voluntanly
left the organisahon throughout
the year as a percentage of total
average employees

Comment- Voluntary turmover has remained stable
dunng the year, while furnover from resignations
alone s up frachionclly but shil at o healthy fevel
Both figures demonstrate the commitment and
engagement of our people fo Croda

Strategic Objective Mamrtan an effioent balance sheet and ensure profitability

KP1 Nef debt/Eamings Before
Interes?, Taxes, Deprecation and
Amorhsation (EBIDA)

KPt defintion Total debtaso
rafio of EBITDA

Comment We remain a highly cash-generative
business with sirong free cash flow This allows us
to conttnue investing for growth without creating an
unmanageable debt burden Net debt s less than
11imes EBMDA and comforiably wathun our covenant
of 3 hmes With canhnued cash generation and
EBMTDA growth, we are confident of hitting this KP1
torget in the coming years

Strategic Objechive Develop and improve the effechiveness of SHEQ systems

KP1 Lost Time Injury [LT) rate

KP1 defirvhon Injunes which
resultin an absence from work of
one day or more, dvded by
number of hours worked
muthiplied by 100,000 hours

Comment Our performance was disappointing tn
2013 wath regard to both employee performance
and particularly to contractor performance, which
waos particularly poor in Asia where we ofe now
taking measures to iImprove confractor selection
and management As well as focusing on
underperforming sites, we will continue to improve
our investigation and training programmes We
remain convinced that these efforts wall resultin o
sustanable improvement

Target
>25% by 2015

W Other
Mieek

B Hull

W Atlas Point
W Chocques
B Indirect

Target

Total voluntary
employee turnover
less than 10%

W Voluntary urmover
Including resignation}

B Resignation

Target
<3 times

Target
LTt rate consistently

<02 per 100000
hrs worked

% Crodo
C Contotlor
A Combined

- |
On frack

x Contnbuhon to Non-fossil fuel total

30
15

S—— |
ARRRE

2009 2010 20M 2082 2013

On frock

Voluntary tumover by year %

On track

Net Debt/Ebitda

T . 5 Ve mi e

Not on track

Lost frme injury r<ate (per 100 000 hrs worked)
o7
o
o5
o4

|

el

2609 2010 2000 2012 2013
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Our Risks

Effective management of our risks and opportunities helps us to
achieve our strategic objectives, protects our people, local communities
and our reputation, and demonstrates good corporate governance. It is
essential to creating and protecting value for our shareholders and

customers in line with our business model.

| S —

Our Risk Management Framework

we implement a structured nsk management framework across
the Group This includes a standard sef of nsk categones and
definitions, together with a process to analyse ond manage nsk
which are inferprefed at all levels of the organisation

Board Of Dwectors
*» Ensures mantenance of a sound systemn of infernal conirol
and nsk management

« Defines nsks and monifors nsk exposures

Audit Committee

» Reviews the adequacy and effectiveness of the Group’s internal
confrols ond nsk management systems

» Reviews the reliance placed by management on mitigating confrols
of key nsks, including both internal and external assurance

Risk Managemernt Committee

* Considers external ond
emerging nisks and their
relevance fo the Group

» Assesses all nsk reviews o
identify Group-wide mpacis
and frends

» Evaluates whether nisks have
escalated and require further
attenhon

« Evaluates controls and
procedures o miigate
all nisks

Regrons & Funchons

« Include finance, legal, SHEQ,
regionat businesses and I

» Manages nsks involved I
day-to-day operafions
through Regional Boards &
sleenng groups

« Underiakes a full review of
nisks and miigating conlrols
over these, at least half yearly

« Allocotes an owner fo
monitor and manage each
nsk

monufactunng & Seling Locohons

» Manages the nsks involved In -« Undertakes a full review of
day-io-day operations at nsks and mitgating confrols
each location over these at least annually

24 Croda Annuol Report & Accounts 2013

We rank nsks by combining their economic, operational or environrmental
impac! and how likely they are to occur We do this both before and after
we dentify ways o migate the nsks The jable below sllusirates how we
dllocate nsk management responstbiiies within this frarework

= Ensures nature and exdent of nsks we take are aligned with
strategic objecives

« Determines nisk appefite

* Supports the Board in monitoring nsk expesures by directing
Internal Audit 1o perform reviews over key nsk areas

Internal Auddt
« Fealures, for each key nsk, o * Supports the
nominated Execulve Audid Committee
Commitea member who has by prowviding
responsibility for ensurng best assurance over
prachce and confinuous the effectiveness
progress for their nsk. of the miigating
conirols identified
for key nsks

* Reporis fo the
Audit Committee
on a quarterly
basis

+ Group Risk and
Control Manager
co-ordinates
reporting and
provides updates
to both the Audit
Committee and
the Board

» The SHEG Commiiee meels
every quarler fo rewew and
report on SHEQ nsks conirols
audits and KPis

+ Allocates an owner fo
monitor and manage
eachnsk.

Top Down

Battom Up
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How Our Risk Manaogement Process Evolved in 2013

In 2013 we underiook a nsk assurance mapping exerase for each of the
key nisks This involved documenting on a single page, the gevernance and
policy rameworks business, management and extemnal controls,
reporiing and monitoring processes underiaken to mitgate each nsk fo an
accepiable level The exeraise also allowed us to identify whether controls
were odequate and appropnate and that there were no gaps in confrol
The resulis of the exercise were shared with the Board and the Audd
Committee and wll form the basis of tnternal Audit work in 2014

Also In 2013, we clanfied the split of responsibility for nsk management
between the Board and the Audit Commitiee and we have further
infegrated nsk identification into the shralegy process

For more iInformation please see the Audit Commiitee report on pages 45 o0 49

Our Key Risks

Risks affect every area of our business Their exact nature and potential
impachs changing ali the e Regular reviews mean we can dentify the
nsks that could knock our strategy off course and putin place controls to
mitigate their negative effects

Our nsks fall nto two matn areas

Fundamental Risks those that, if we did not successfully manage them,
would mean we would not have a business at all They refer o our ability
lo operate a sustainable, safe and legal bustness

Strategic Risks those that anse as a result of our strategic objectives

The table on pages 26 and 27 shows the key nsks that we have identified
in 2013 and the change in nsk ranking compared with 2012 These nsks
represent the Board and Executive Committee s view of the nsks posing
the biggest threat to our business, sconng highest on our pre-conirol nsk
table They are oll related to the different sechons of the business model
and are driven by business objectives Of course we face other nsks and
uncerfaintes bu! these have ether been assessed as lower nsk and so
are not included here, or are beyond ihe direct control of the Group All
risks remain under regular review by the Board and the Risk Management
Committee and if therr possible impad or the likelthood of accurence
changes they would be reclossified as o key nisk

Addthonal Pnonty Change Since 2012

The ‘Currency exchange rate movernents’ nsk is no longer viewed as a key
nisk in 2013 [though remairing under regular reviewd Although exchange
rate movements can have a significantsmpact on reporied resulls given
the nature of cumency fluctuations itis unhikely that there would be a
sustained matenal impact over a penod of years Whilst we believe we
implernent progmatic controls to manage this nsk, we also recognise that
to a large extent this nisk, along wath other macroeconomc risks, 1s largely
outside our control

Risk and Sustainability

As pan of our sustainability siralegy, we have identified ten
Matenal Areas that identify the opportundies around the global
drivers of change, the three market mega Irends and the refated
nsks Together, they will help us o tum polential negohives inlo
posiives and drive our fulure growth

Our Market Ploce @
Matenal Areas @

€3 See R

Risk Initiatives

The undersianding and mitigahon of our key nsks 1o o leve! with which
the Board 1s comforiable is always a business prionty and fo help

us do this in 2013 we infroduced o number of key nsk management
intigtives ncluding

= increasing focus in emerging markels by appointing @ Managing
Director of Eastern Furope, Middle East and Afnca as part of a broader
sirategy 1o create new direcior posilions 1n ofher key markets

+ New and expanded R&D facilihes, sales and customer training facilies
In emerging market locations

* Increasing chemical regulatory comphance by rolling out SAP
Environmenl, Health and Safety software globally, and reviewing the
impact of the K-REACH chem:cals management system

« Addressing the nsk of increasing row motenal shortage through
ongotng review of sustainable supply arrangements for key raw
matenals

» Ensuning that we have the talent our business depends upoen by
traning and developing new regional sales and marketing teams fo
support our growth In emerging markets, and holding regular network
meehngs for our engineers

s Establishing the Technology Investment Group 1o explore new and
exciing ways of bringing new technologies into the Group

» Strengthening our product portfolio by acquinng Sipo and the speciality
chemicals business of Anzona Chemical

= Working lowards 15027001 certification (Information Secunty
Manaogement standord)
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Key Risk How it Could Impact Qur Business How We Respond
Product ond technology We operate in competitive markets where product We have unrivalled understanding of, and contad with
innovahon nnovahon 15 key to our success our customers This allows us fo ensure that our
Faiing fo deliver nnovation could result in a lack of innavation s market led and relevant to our customers’
- b ., competiive products erosion of margins and/or loss of needs
market share We hove 18 R&D centres globally to ensure that
s innovation can take place close to the customer @
Identhication and integrahon of | To meet our sirategic objectives we must pursue We have estabiished policies and put processes in place to
merger and ocqursthon targets acquisiions Realising anficipated benefits from these » manage acquistions and the assocated due diigence
acquistions depends on how well we integrate them and priof 10 acquiston,
™ .> how well they perfarm in relation fo our expectations « Infegrafe acquired busn and
) = mondor performance @

Revenue generahon in
estublshed markets

t

- -

Revenue generahon in
emerging markets

L} >

Product babilty daims

H@»

Chemucal regulatory
compliance

l@»

Bnbery act breach by us or our
agents or distnbutors

1 hig

Our core markels are subjed to ncreasing compehiion
Loss of business o competitors resulting from failure 1o

adequotely differentiate ourselves in these markets could
have an adverse effec! on our finanaal postion

One of our key strategic aims is for rapid growth in
emerging markets

Fallure to deliver on this objective may have an adverse
effect an our growth

We sell into a number of highly regulated markets

Non-compliance with quality regulations could expose
the Group to produd habily doims and reputational
damage

As a global chemical producer, we operate in a hughly
regulated envircnment

Violahen or incomplete knowledge of these regulations
could kit the markets into which we can sell, or subject
the Group to fines or penclies

This nsk has moved into our key nsks since 2012 as a
result of our business strategy fo contmue to move nto
emerging (and therefore potentally lwgher nskl regions
and markets

We have specialised commercial sales teams werldwade
and a commitment fo protect exishing business with
compeitive and considered pricing policies

Each market sector prepares and regularly updates a
strategic plan 1o revew potenhal new opportunilies @

Each market sector prepares o strategic plan to review |
potential new opportuniies Resource levels in sales ‘
markefing and R&D are being increased in the fostest

growing regions We are commifted to moving

manufacturing closer to our target customers in ‘
those regions by conslant fargéted nvestment @ |

Quadlity managemenl procedures are in place for each
site and oll manutacdunng sites hold 1509001 stendards

Major sites have also been audited against GMP [Good !
Manufactunng Practice) standards

We have a tighly knowledgeable global regulatory team
who work o a single set of policies and procedures, and
ensure that forthcoming changes to both regional and

application regulations are well understood and applied

Policies and procedures have been rolled out globatly
which are monitored ond thewr effectiveness covered in
audit reviews

Global fraining has been given

Key

t  Riskincrease 4
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Risk decrease

Business Model

++  Nochunge

This icon highlights which areq of the busines model each nsk affects

Please refer to pages ¥4 and 15 for more information
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How ¢ Could Impact Our Business

How We Respond

Maor environmental incident

- C||>

Global raw matenal shortage

t >

Employee recrutment,
refentiont and motvation

t p

(7]

Secunty of business
informahon and assets

- By

T apphcahon or system
infrastructure fatlure

- Ep

3

Ineffectve management of
pension fund assets

- Q}

Significant operational problems could have an adverse
effect on Croda’s financial position

We rely on the continued operahion of our
manufacturing sites

Violohions of safety, health and environmental regulations
could limit operations and expose the Group to liability,
cost and reputahonal impact

Inferruption m the supply of key raw matenals would
significantly impact operations and our financal position

This could anse from implementation of new more
ngorous legislation or from market shorlage

We rely on knowledgeable and specialised employees
whose wision ond expenence 1s cnhical o our success

The lack of an appropnately skilled workforce or
comprehensive succession plons would adversety impaci
our abifity to perform

We face increased threat of loss of elecironically stored
business nformation as we continue 1o expand our use
of mobile technology and move into ernerging markels

Croda rekes heawly on IT systems o operale efficently
and to communicate globally

Fatture of these systems for a protonged penod of tme
would have an impact on operations and ulhmately our
financial poshion

We have legal commutments relating 1o the provision of
penstons and the operation of our pension schemes

in volatile market conditions, increased future funding
requirennents may have an adverse effect on our
financial position

We operate sinct infernal safety and maintenance
pragrammes which are audited by our Group SHEQ
Internal Audst team and are considered by the Group
SHEG Steering Commitiee (Executive level)

We also have busness continuity plans in place @

We mantamn compliance with nahonal and internatonal
safely standards and sinct environmental poliaies and
procedures

These are audited by both our Group SHEQ Internal Audi
team and exdemal erganisahons @

Wherever possible we mulhsource our key raw
matenals and/or purchase them under medium to
fong-term contracts

We manage our raw matenal stock levels taking these
considerahons into account @

Qur global tafent review process continues o identify
employees in key roles for succession planning and
succession planning i1s considered by the Board annually

To reward and molvate staff, we also have in place

* people development prograommes,
+ remuneration policies @

We have a highly expenenced Global IT Secunty Manager

We have polcies procedures and systems in place lo
resinct access which we monitor and repaort on regulary
and which are subject to internal audit annually

Our Global IT Group is ighly expenenced in network,
system and project manogement

Key systems run on tugh availability mirrored hardware
and there are documented, tested recovery plans for
key locations

The Group’s pension schemes gre overseen by the
Trustees of the funds who take professional actuanal and
Investment advice, s necessary

Where appropnofe we appoint professional truslees 1o
our schemes

The nsk management programme can only provide reasonable but nol
absolute assurance that key nsks are managed to an acceptable level
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Our Sustainability Agenda

Sustainability is not just one part of our business, it is infegral to everything
we do. From the raw materials we source and the way we use them, to the
ingredients we create and the people who produce them, we adopt a truly

holistic approach.

e———

As we move closer to our customers across the world, expanding within
existing and emerging markels we must continue fo manage our
business across the triple botiom line, as a praduct or service can only be
considered fruly sustainable when the dermands of economy, environment
and society are mel We will do this by continuing to

+ inves! in truly global and profitable innovation that drives long-term
growth and business sustainabilify,

» innovate our producis and lechnology plafforms, and responsibly
manage our raw maotentals and supply chains, so that we continue to
minimise our envtronmental impact,

» set consistent safety and environmental tmpact standards across our
global operations, in order to provide a safe and healthy working
environment,

+ value a diverse and inclusive workforce and prowide talored
development opporiuniies to enable all employees to reach therr full
poientiol,

= ensure fair and equitable employment conditions, provding a
stimulating working environment based on respect and partnership,

+ be sensitive fowards the communities in which we operate and
proachvely involve ourselves in local nmatives, with a focus on
community education projects relating to the nature of our business,

» go beyond compliance, where relevant, to work with legislative and
indusiry bodies as we sinve for demanding standords that reduce
environmental and social impacts and improve quality, and

» use all relevant media avalloble to develop open and ransparent
communicaton pathways with key stakeholders to help address our
Matenal Areas

Our Responsibility

In 2011, we esiablished our Malenalily Matrix mapping the most significant
sustanabilty 1ssues 1o our business success aganst therr imporiance to
ouwr stakeholders This evolved in 2012, and in 2013 we held a Sirategy
Review fo progress a longer-term sustonability programme aligned wath
our business siralegy

The Review used the Business in the Community IBITC) Forces for Change
[FFC) framewaork to identify global dnvers that could affect our business and
sustainability strafegy Preparation was completed across our business
with input on the potental opportunities and nsks that the global drivers
present to our future business success provided by our Executive
Commuttee senior Leadership Development Group, regional middle
management networks and current and past Graduate Trainees

Our Global Dnivers of Change and Opportunity

These are the global dnivers that our Strategy Review established as the
mos! mportant 1o our business and that have an input into and impact
upon our whole value chain They are a challenge to our business, but also
an incredible oppariurity for future growth

« Mass population growth ageing and polansation

= Shifts In global economy

» Changing cimate

« Scaraity of natural resources

» Changing expeciations and behaviours

» Challenging iegal and regulatory environmenis

Our 10 Material Areas

Reaching across ali aspeds of our business, these 10 Matenal Areas
oddress the global drivers thal are most significant to our future
business success They are an evolution of cur 2012 Matenal Issues
now at the care of our longer-term sustamability activity against which
we repor! our performance

Environmental Product Design
impact \\/

[
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Minimise the impact of our operations

The world 1s increasingly fragle Climate change is affecting the
way we live and the way global businesses operate As an ettucal
and responsible business, we conhnue fo minimise our iMpact on
the environmeni by consiantly looking at what we can do,
particularly across our manufactuning sifes, to allewate the
pressures on a fragile earth

2013 Performance

Dunng 2013, our aciivifies continued 1o focus on atr quality ond climate

change, water qualty and supply and land impac, including waste to

Iangfill and biodiversity We made some excellent progress against our
2015 targets

* 24 4% Group energy from non-fossil fuel sources (2015 Target 25%)
* 31 4% reducton in Group waste fo landfill* {2015 Target 20%]

* 30 9% reduction in Group volatile orgamic compound (VOC] emissions®
{2015 Target 10%)

» 7 7% reduchon in Group water consumption* (2015 Target 10%}

Due to engoing energy reduchon projects that are yet fo be completed and
changes In produchon patterns at key manufaciunng sites, we saw an
increase in total energy use In 2013 compared to 2012 Whilst this has had a
negalive effect on our total gross GHG emissions 734 4Te eq CO; per £1m
EBTDA in 2013, compared 10 701 7Te eq CO, in 2012 our increased use of
non-fossil fuel dunng the year means cur net Scope 1 GHG ermissions have
reduced from 142,450Te In 2012 to 123,768Te a reducton of 13%

Changes in Total Gross GHG Emission Relohve to 2010 Basefine
Year For Contnumg Operations (Te eq CO,)

Scope 1 Scope 2

*+ compared fo 2010 baseline

** Scope 1 emissions are reporled for COz and VOCs using the International Energy
Agency’s published conversion faciors for the tonne equivalents of COz Scope 2
emissiens are determined using the country emission factors for electnicity generation
published by the Internahonal Energy Agercy

Proactively engage in the enhancement of
policy and regulation

We safeguard our employees, our customers, cur supply chain
ond our communities by ensunng that we are compliant wath
policy and regulation requirements across the markets and
countnies in which we operate To embrace the challenges of a
constantly changing environment, we colloborale wath relevani
technical commitiees and industry associalions, coninbuting fo,
ond keeping ahead of future changes affecting our business

2013 Performance

Al Croda, we have a track record of octively working to increase qualty
standards in our industry

* Going above and beyond compliance
This 1s demonstrated by our current work to ensure that our recent
acquisiions In China and faly meet IS0 9001, ISO 14000 and OHSAS
18001 by the end of 2016

= Proactively guiding and mfluenaing the development of policy
and regulahons
Ewdenced by our close parinerships with the bodies that establish
standards, regulations and legislafion such as

- chaning o Scientific Commitiee af the Consumer
Specialty Products Associaitort [CSPAL N North Amenca

- chainng o Hard Surface Cleaning commitiee at the
Amencan Sociely for Tesing and Matenals (ASTM),

- working with the European Chemical Industry Council
[Cefic),

- collaborating with the European Standards Agency
on carbon content measurement, and

- parhicipating in invitghon only roundiable discussions with UK political
parties n relation 1o proposed employment legistation and policy such
as the Imng wage

8y shanng our knowledge and expertise, we are helping to develop and
raise global quality standards whilst prooctively prepanng curselves fo
comply with new policies Dunng 2013, this also included valuable
contnbutions to the global debate on the use of flanium dioxide In nano
form in cosmetic produds and the safe use of hydrolysed wheal profein
in cosmehcs
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Deliver the most innovative and sustainable
ingredients to our customers

There 1s an increasing focus on, and understanding of, the
ingredrents that go info the goods used across the world, and more
and more consumers want to know thal the products they use are
sustainable We aim to use renewable, natural raw matenals and
saentific Innovahon to eliminate or mintmise impacts on
environmental 1ssves This extends to our role In prolecting
brodiversity and addressing the effects of dimate change

2013 Performance

During 2013 we made significant progress in leading the way to
Sustanable Palm Oil (SPO) dervatives, and continued our focus on
assessing the sustainability profile of our new products againsi the 12
Principles of Green Cheristry and measunng therr renewable raw matenal
content

=+ Four manufactunng sites are now certified 1o supply Ingredienis
supporting SPO against the Roundtable on Sustanable Palm Oil (RSPO}
Mass Belance module

* 103 new products were lounched in 2013

*» An average new product score of 10 against the 12 Prinaples of Green
Chermustry in 2013, with 32% sconng 12 out of 12

*+ 65 2% of all raw matenals used in 2013 were denved from renewable
natural sources

Recognising that our ingredients can also have important environmental,
social and economic benefits in application, we are beginning o monifor a
13" Pninciple Design producis that offer environmental benefits dunng use

103 ;a.

new products launched
]
Q 1
outofi2
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I1s the average score of our new
produdis against the 12
Prnnciples of Green Chemusiry

Ensure that the ingredients we produce
contribute positively to the environment and
society throughout their lifecycle

Produd Stewardship refers o the environmental, health and safety
impact of the ingredients we sell fo our customers throughout their
Ifecycles and, therefore, throughout the supply chan It affects all
areas of our operations, from sourcing our raw matenals in an
increasingly fragile environmend, to erwvirenmentally sensitive
manufactunng processes, and clear and comprehensive customer
information for sale use and disposal

2013 Performance

Produdi quality 1s at the heart of responsible produd stewardship We must
be able to achieve consistently high standards wherever we manufacture
ouringredients in order o deliver the performance our customers expec
ond to ensure the safety and satisfaction of consumers

+ By the end of 2013 we hod 500 of our ngredients in our Ingredtent
Sustainability database and had begun collecting the data against the
10 metncs that we will measure them on

= We are acdively helping to raise globol stondards through our work with
orgonisahions like the Furopean Commission and the European
Federahon for Cosmelic Ingredients EFICI, and the end of 2013 saw us
have 11 of our manufaciuring sites EFCI certified

« We were one of 41 companies recogrised on the COP Climate Disclosure
leadership Index for our leadershup in cimate change fransparency

« Excellent progress has been made in obtaning Autherised Economic
Operator (AEQ) standard with seven operations approved in 2013 and
our remaining European locahons expecied to foliow in 2014

I

manufactunng sites :' i
now EFfCl certified g K

Iistings 1N qur ingredient
Sustanabilty database
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‘& / Heaith, Safety & Wellbeing

Foster the development of safety
and quality systems associated with
all of our processes

We have a clear responsibility to protect our people the
communihes in which we operate and our infrastructure The
consequences of not doing so represent the most significant risk fo
our business, stakeholders and people However the benefils that
anse from carefully managed process safely and process
stewardship are exiensive, having a direct impact on our business
growth, repulation and sustamability

2013 Performance

As a manufaciurer of speciality chernicals, with seven of our global faciities
classed as major hazard sies, we are commiited fo an ongoing, robus)
programme of process safety management and stewardship across our
operations It s how we protect our business and how we ensure the
excellent quality that our stakeholders demand of us

By dnving iIrnprovement through top-down line management commatment,
exiensive fraining, and robust checks and measures acress all areas of
our business, 2013 saw

» 100% of all cntical achions ansing from Process Risk Assessments
completed on ime,

» global Incident Investigation fraining implemented a year ahead of
schedule, and

» Crodas Hazard Study Leaders’ Academy progromme achieve external
posi-graduate certificaion from the University of Derby in The UK

X 100%

all criical actions ansing from Process Risk
Assessments completed on ttme

Croda Hazard Study Leaders’
Academy programme endorsed
by the University of Derby

Empower employees to have health,
safety and wellbeing at the forefront

of their thinking

As a global manufacturer, we have a responsibility to take care of
all our employees across our global operations and we sel
ourselves extremely tigh standards, particularly in personal
sofety management where our aspirational goal 1s zero harm

For us, health and safety goes further than iegal requirements to

encompass the tolal wellbeing of our people and we are
continuing o Invest In inthatives with this in rmind

2013 Performance

We have now widened our Health & Safety Matenal Area fo include
Wellbeing signafling our intent to aclively invest in the general wellbeing of
our employees, which often goes over and above legal requiremenis In
2013, 94 different healih and promoticn achvities ook place across our
global opercations

However, the safety of our employees remains the top prionly for us and
we continually sirive 1o improve upon our Injury rate To help us achieve
this, 2013 saw our operations develop a vanely of Behovioural Safety
Programmes, ali of which are being shared glohally to encourage best
practice

94

different health promotion
activiies across the globe

Both USA manufaciuning sites
awarded QSHA's coveted VPP* status

* Valuntary Protechon Progrom the highest award from OSHA
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@ Talent Acquisition & Management

@%’/ Corporate Knowledge

Be an employer of choice

Our business Is only as good as our people As a scientific
knowledge company we need to find 'the tolent’, the people with
the night mix of skills in the places where we need them We then
need to alirad talented people to work for us, stoy with us and
develop rewarding careers wath us By offening the right balance of
remuneration, rewards and opportuniies, we can caplure and keep
hold of the crihcal knowledge that we rely on to drive innovation and
growth, so thal we can continue to bulld the committed global
workforce that wall help us to achieve even greater success

2013 Performance

Alf the regions in which we operate now have a dedicated Graduate
Development Programme and duning 2013 90% of employees across our
entfire workforce recewed training, totalling 122,212 hours Investing in our
people to buid on thetr knowledge skills and abilities 1s imporiant
because

it allows us to develop expertise from within for example, half our
Executive Team joined as graduales

» it provides excellent opportunshies for personal and career development
and

« It helps to make us an employer of chaice

Qur annual tumaver from resignations remained low dunng 2013 ot 4%, and
wath retenfion firmly in mind, we continue to develop our company share
ownership scheme, Sharesave In 2013, non-UK enrolment in Sharesave
increased from 48% 1o 60% and in the UK, where we are also able io offer a

Share Incentive Plan levels increased by 3% 1o 78% This was a globalnse in
share scheme membership from 55% in 2012 to 65% 1n 2013

90% of our employees
receved fraining, tolalling

122,212 ...

All regions now have a

Graduate Development
Programme

\.\_;,/16
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Sofeguard our knowledge and expertise

Corporate knowtedge 1s ‘whal we know’, about everything from
our technologies ond products, 1o our customers and markels Ina
world where employees are increasingly mobile and the rate of
innovation 15 confinuing 1o tncrease, keeping hold of the entical
knowledge that helps to generate profit is more important than
ever If can be in peoples heads, on computers or filed away ina
cupboard The challenge for any business is how to identify, hold
onto, share and develop that crtical knowledge to create
compelitve advantage

2013 Performance

We employ a wide vanety of people who are all experts in ther indvtdual
1ob roles, dnving fhe innovation that creates our growth Our employee
retention rates are very high and something that we strive for as a means
ol keeping cniical knowledge within our business We musl recognise
however tho! some employees wall move on i their careers and all wall
inewtably refire, so this new Material Area addresses how we manage
criical knowledge transfer
The three key elernents of our approach are
1 Knowledge Capture
Bringing i falent, new technologies and knowledge through our
acquistions and recruitment sirategies

2 Knowledge Retenhon
Keeping criical knowledge wiitun the business, by recogrusing and
rewarding the expertise of our employees

3 Knowledge Transfer
shanng and re-using knowledge to the best effects across our business,
moximising opportuniies and avoiding any duplication of effort

32,000

customer reports in chent relationship
management systern, C2G

A
4
of our markefing, engineenng
0 and techrucal experts
O commuricate on our social

media network The Hive
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Diversity & Inclusion

%&':
@/ Community Education & Involvement

Embrace and empower dll individuals

Drversity & Inclusion 15 not just about complying with policy, i 1s about
creating a cutture of mulual respect for mutual benefit Itis therefore
nol something we do because we are required fo, but because tis
good for our peopie and good for our business We focus on
supporting, valuing and respecting diversity in our workforce, and
ensuring that all employees feel empowered and included

2013 Performance

We have o comprehensive dwersity policy In place and are commitied to
ensunng that all of our palicies remain consistent with the spint and intent
of the ILO Dectaration on Fundamental Pnnciples and Rights at Work. In
2013, we

« surveyed our European workforce o obtain detalled insights nto the
percephons around gender and equality within our business,

* launched o talen! review process which saw the skills and performance
0f 1,353 employees discussed in o far and objective way with 160
managers from around the world being involved in the process,

+ conhinued to work fowards our iarget of every employee having a formal
apprarsal by the end of 2015, and

« worked hard to prepare for the first global employee engagement survey
that will take place in 2014

2013 Gender Dversity

000
2,303 I/

Execuive Commutiee Members
Regronal Board Members and Servor Funchonal Heads

00
1152 1}

female

Gender dversity 1s a key element of our diversity stralegy and as a direct
result of our 2013 gender survey, we will now be running g pilo} progromme
of unconsaious bios fraining with a seleciion of our rmiddle end senior
managess to help avord stereotyping and unfounded perceptions impacting
on the effectiveness of our people management processes

* in February 2014 [r Heleno Ganczokowsk wos apponted as a Non-Execuive Director

[ r

Support tha communides in which we

operale, with a primary focus on
encoursging young people fo worlt within
sciente and technslogy

Our ‘social kicence to operate 1sbased on the relationships we
have with the communies local 1o our operations These
relationships also have an impad on the people who work for and
wath us, and on therr families and wider communities As a science
knowledge based company, werecogruse that we can bring value,
not jusl by prowiding employment and buying goods and services,
but also by actively improving skills, knowledge and lives through
our community educchion and involvement programmes

2013 Performance

We have a duty and a passien 1o encourage and enthuse yaung people
about the benefits of a scientific education, which we deliver alongside o
vanelty of community inthatives by our people ‘gething involved’

Community Educahon

All the regions in which we eperale understand the importance of science,
technalogy, engineenng and maths (STEMI and make valuable
coninbutions to raising awareness of these subjects In 2013 15 out of our
19 operations with Research & Development Centres or a significant
engineenng teom implemented education programmes and our UK STEM
Tearn reached 1,428 siudents in 59 schools

Community Involvement

We respond both proaciively and reactively to local needs 1o deliver real
benefits We do this by encouraging open dialogue between our
operahons and the communities in which they operate, in 2013 thus led to
402 reported meetings with local community and stakeholder groups We
also run a highly successful employee volunteer programme called 1%
Club, wath 4,387 volunileenng hours recorded dunng 2013 by over 20% of
our global workforce

Signed on behalf of the Board who approved the Stralegic
Report on 5 March 2014

Steve Foots
Group Chief Executive
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Our Board

We rely on our Board to provide us with leadership and inspiration.
They help to develop a dear Group strategy, monitor our operational
and financial performance against agreed objectives, and ensure that

we have the right controls and systems in place to manage risk.

[ —— — = - -

Sean Christie

Nigel Turner

Hslena Ganczakowski
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Marhn Flower, Chawman

Appointment Appointed to the Board in May 2005 and became Charman at he end of September 2005

Key strengths and experience: Considerable board and infernational expenence and a broad knowledge of strategic
management Martin formerly held vanous senicr executive postions over 36 years with Coats ple, culminating in a
penod as Chaimman before his refirement in 2004, and he was Deputy Charman ond Sentor independent Director of
Severn Trent Plc untd tune 2006 In 2010 ke refired as Chaman of Autognill Holdings UK Ple fformerly Alpha Group Plo)
Exdemal appointments: Chairman of Low 8 Bonar PLC and Senior Independent Director of Morgan Advanced
Malenals plc

Committee membership- Chairman of the Norminahion Commitiee, member of the Rernuneration Commitiee

Sean Chnistie, Group Finance Drector

Appointment Appointed fo the Board as Group Finance Director in Aprnil 2006

Key strengths and experience Extensive expenence in financiol management and acquistions and disposals
Sean previously held a number of semior finance postions with Northem Foods Pic where he was Group Finance
Direcior from 1996 fo 2004 He was a Non-Executive Director of KCOM Group ple for eight years unhl 2007 and

a Non-Executive Direclor of Cherry Valley Farms Lid from 2006 unhl the company was sold in 2010

External appomtments. Appointed as a Non-Execulive Director of Eminaie Limided, a developer of infellecual
property and a wholly owned subsidiary of The University of Nottingham, in November 2012

Committee membership Chaman of the Risk Management Commttee, member of the Group Executive and
Group SHEQ Steering Committees

Nigel Tumer, Non-Executive Director (Senior Independent Director)

Appointment Appointed to the Board in June 2009 and Senior Independent Director since August 201

Key strengihs and expenence Considerable Cily experence having spent over 35 years as a corporate financer
i the UK and USA Most recently Nigel was Ihe Charrman of Nurs Securties Lid and Deputy Chairman of Numis
Corporahion plc from December 2005 unhl his retirement In November 2007 From 2000 uni! 2005 he was with ABN
AMRO with responsibility for the Global Corporate Finance and Global Equities Drstons Between 1985 and 2000 he
was with Lazard Brathers in London and New York where he was Managing Direclor and a member of the
Supervisory Board of the Lazard Group

External appointments: Senior Independent Director of Genus pic since 2008

Committee membership Member of the Audil, Remuneration and Nomination Commitiees

Helena Ganczakowski, Non-Executive Director

Appointment Appoinied to the Board i February 2014

Key strengths and expenence Wealth of expenence In consumer markefing and mnovative preduct development
Helena worked for Unilever for 23 years and held senior postiions in brand manggement, consumer marketing and
sirategy development Helenao has a PhD in Engineenng from the University of Cambndge

External appointments Helena 1s a Non-Executive Director of Greggs pic and runs a consulfing business working
with a range of orgarusations helping them to develop and implement strategres

Committee membership Member of the Audit, Remunerahion and Nomination Committees

Stanley Musesengwa, Non-Executive Director

Appointment Appointed to the Board in May 2007

Key strengths and experience: Considerable operatonal expenence in global monufactuning sales and marketing
Staniey |oined the Tale & Lyle Group i 1979 as arefinery manager and subsequentty performed a number of different
roles in Ainca before becoming Regional Director, Tate & Lyle Afnca in 1995 In December 1999 he was appainted Group
Cheef Executive Officer of Tate & yle Europe He was appointed o the Tate & tyle Board n Apnl 2003 and took up the
position of Chief Operating Officer on 1 May 2003 untl his refirernent in 2008 Prior 1o janing Tate & lyle, Stanley worked for
Nesilé

Commuttee membershgp Chairman of the Remuneration Commitiee, member of the Audrt and Nomination Committees




J I 10 ]

STRATEGIC REPORT

DIRECTORS’ REPORT FAINANCIAL STATEMENTS OTHER INFORMATION
Our Board

Corporate Governance

Remuneration Repori

Other Disclosures

Stave Foots, Group Chief Executive

Appointment Appointed to the Board in July 2010 and Group Chiel Executve since the beginning of 2012

Key strengths and expenence Strong business, operatronat and strategic leadership, wide-ranging sales and
marketing expenence Steve jomed Croda as o graduate frainee in 1990 and has held a number of senior
management positions in the Group, becoming President of Croda Eurcpe in July 2010 Prior to this, Steve held
o number of Managing Drreclor roles across Crodass European business

Commuttee membership Chairman of the Group Execufive Committee, member of the Noninahon,

Risk Management and Group SHEQ Sieenng Committees

Kerth Layden, Civef Technology Officer

Appomtment Appointed to the Board as Chief Technology Officer in February 2012

Key strengths and experience Deep understanding of chemical innovation and broad operanional and
rmonagement expenence Kesh joined Croda i 1984 and s currentiy responsible for global Research and
Development, and the Technology investment Group Previously he held a number of Managing Director

roles across Croda’s European business

External appomtments Kerth represents Croda as @ member of the adwvisory board for chemustry al the Universities
of Nottingham and York, and 1s @ member of the Innovation Sirategy Board for Chemustry Innovation Heis a
Represeniaive of the Councl of the Learning and Teaching Committes, Uriversity of Sheffield, and in 2014 was
appointed s a Trustee and member of Counal af the Royal Society of Chermistry

Commitiee membership Member of the Group Executive, Risk Management and Group SHEQG Steering Cornmitiees

Alan Ferguson, Non-Executive Dimector

Appointment- Appointed to the Board in July 20N

Key strengths and experience- Extensive infernational financial management and board experience Alanwas
Chief Finanaal Officer and a Direclor of Lonnin Pic until Decernber 2010 Prior fo that he was Group Finance Director
of The BOC Group until 2006 Before then he spent 22 years in a vanely of roles af Incheape plc, induding 6 years as
Group Finance Director from 1999 Alans a Chartered Accountant

External appoiniments Hos been a Non-Executive Director of Johnson Maithey PLC since January 2011 and
was appointed as a Non-Executive Director of The Weir Group PLC in December 2011 In additon Alan was
appointed as a Non-Executive Director of London Mining Plc in March 2013 He chairs the Audit Committees
ot each of these compantes

Committee membership- Charman of the Audit Commitiee member of the Rermuneration and Nominahon Commitiees

Steve Wilhams, Non-Executive Dmector
Appomtment Appoinled 1o the Board in July 2010

and experience: Extensive industry, legal and board experience Steve was General Counsel and
Chief Legol Officer of Unilever plc and Unilever NV from 1986 uniil 2010 From 2004 until 2010 he wos Senior
Independent Director of Amva plc From 1995 untl 2004 he was o Non-Executve Director of Bunz plc
External appomtments; Since 2008, Steve has been a Non-Execufive Direcior of Whitbread PLC where he s also the
Senior Independent Director n addifion, Steve 15 a Non-Executive Director of Eversheds LLP, an infemational law firm,
and a senior adviser to Spencer Stuart LLP He 1s Chairman of the De La Warr Pawlion Chardable Fust and @ member
of the Board of Leverhulme Trust and Moorfields NHS Trust
Committee membershep- Member of the Audit, Remunerahon and Nomination Commitiees

Tom Brophy, Group General Counsel & Company Secretary

Appointment Appoinied as Secretary fo the Board in December 2012

Key strengths and expenence- Tom 1s a solictor and has responsibility for legal affairs, corporate governance
and insurance Pror to joining Croda, Tom spent seven years af Wolseley plc in a number of legat and
govemance roles, including as Depuly General Counsel and Company Secretary 8efore then he worked as o
corporate lawyer at Crty law firm, Hogan Lovells

Committee membership Secretary to the Audit, Remuneration and Normination Commitiees, member of the
Group Execulive, Risk Management and Group SHEQ Steenng Commitiees
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Corporate Governance

The Board is committed to ensuring that it provides entrepreneurial
leadership for the Group within a dynamic governance framework that
adapts to the changing corporate governance landscape.

L

Dear Fellow Shareholder,

Since the publication of our last Annual Report our governance framework
has evolved to take account of several important changes fo the corporate
governance landscape, including the changes in Seplember 2012 fo the
UK Corporate Governance Code {the "Code” that resulied in enhanced
conswderation of board dversity and addhional reporting requirements for
our Audit Commitiee The Board 1s now also required to report that il
considers the Annual Report to be farr, balanced and understandable,
which we hove done on page 77 New rules on remunerafion reporting
were also Infroduced, which havng gone a long way to early adopling in
last year's Annual Report we have now fully adopied in this year’s report

The Board 1s commitied 1o high standards of corporate govemance and to
complying with the prowisions of the Code and | am pleased to report that
excep! In one imited respect, the Company has compled with the Code for
the penod under review The Board is accountable o the Company's
shareholders for good governance and this report, together with the
Direciors Remuneration Report sel out on pages 52 fo 73 describes how
the mam prinaiples of governance set out in the Code have been applied
by the Company

In light of Stanley Musesengwa’s refirernent from the Board in April, the
Board, with the assistunce of the Nomimation Committee undertook a
search for a new Non-Executive Director We took great care to ensure that
the specficalion for the role was equally suited io both female and male
applicants and we appanted a search consultant Zygos that had signed
up lo the voluntary code on diversity | was therefore dehghted to announce
in January the appointment of Helena Ganczakowsk as a Non-Executive
Director of Croda Helena brings with her o wealih of expenence in
consumer marketing and innovative product development | wish Stanley
well and thank him for the valuable role he hos played over the last seven
years Steve Williarns will succeed Stonley as Charman of the
Remuneration Commitice
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The achons agreed following the externally facilifated Board
effectiveness review in 2012 have progressed well In 2013 the Board
review was conducted using an online survey, the results of which
faclitated an evaluation of the effectiveness of the Board and its
Committees The evaluation was once agan positive, with some minor
areas for improvement identified and agreed Further detalls can be
found on page 41

The Board 1s commitied to greater diversity within our business A
greater diversity of ideas  skills, knowledge, expenence ethnicity and
gender throughout cur organisation 1s very important for the conhinuing
long-term success of the Company This also applies when it comes to
the composttion of the Board to ensure that it 1s well equipped fo lead
the busmess effectively, embraces new ideas and makes good use of
differences in expeniences, backgrounds and perspecives to satisly oll
the different stakeholders we have as a global organisation Dunng the
year, we adopted a Board diversity policy, which ncluded the objechive
of increosing the female composition on our Board as vacancies anse
and sutable candidates are identified and appointing at least one
female Board Director by the end of 2014 A copy of the policy 1
available on the Company's website iwww croda coml

The Strateqgic Report provides an explanation of the Group's business
mode!, the basis on which the Group generates value over the long
lerm and the plan for delivenng our sirategic objectives In the coming
year, the Board will continue 1o focus on strategic themes such as
mnovation, globalisaton of manufaciunng and emerging markels
The Board will also be focusing on succession planning for the Chief
Executive and other semior executive roles

Marhn Fower
Chaiman
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Leadership

Role of the Board

The Board has ultmate responsibifity
for the overall leadershep of the Group
and in this role it oversees the
development of a clear sirafegy for the
Group, monitors operaiional and
finanaal performance against agreed
goals and objecives and ensures that
appropnale confrols and systems are
in ploce to rmanage nsk. it hos a formoal
schedule of matlers specfically
reserved for t, a full copy of which can
be found on the Company’s websiie
fwwav croda com) The principal
matiers reserved for the Board are set
out on page 38

At the dale of this report the Board
compnses the Chaimman, the Group
Chief Executve the Group Finance
Director, the Chief Technology Officer
and five Independent Non-Executve
Drrectors who have a brood

range of business financial and
international skills and expenence This
provides an appropnate

balance and dversity within the Board
Biographical notes appear

on pages 34 and 35

Details of the Company’s Board and
Commitiee govemnance struciure are
set out to the nght The ferms of
reference for each Committee of the

Board can be found on the Company's
websiie Membership and octnaties of
the vanous Commitiees are
summansed on the following pages
Govermnance
Membership of the Board
as ot 31 December 2013 and
Attendance {Eligibility) at Board
Meetngs Held Dunng the Year
Meetings dunngtheyear 8
Mariin Flower (Charman)  81(8)
Sean Chnstie 818)
Alan Ferguson 818)
Steve Fools 818}
Keith Layden 818l
Stanley Musesengwa 818)
Nigel Turner a8l
Steve Williarns 818)

Governance Structure

Board

Remunerahon
Committes

Nomunation Group Chief

Committee Committee

Routine Business Group SHEQ Group Exacutive

The Board hos three main Committees the Audit Committee the Remuneraton Committee and the Nomimathion
Commmuitee

Audit Committee - chared by Alan Ferguson

Monitors the integniy of the Group's financial stalements/announcements, the accounhing processes
and the effectiveness of internal controls and nsk management For more informathion see pages 45 1o 49

Remunerahon Committee — chared by Stanley Musesengwa

Approves the Company's remunerahion policy ond framework, and determines the remuneration packages
for members of senior management For more information see pages 52 1o 73

Nommaton Commuttee — chaired by Marhn Flower

Reviews the structure, size and composition of the Board and its Commiftees, identifies and nominates
suitable candidates for appointment to the Board and s responsible for successton planning For more
information see page 50

The day-to-day operafional managerent of the business 1s delegated by the Board fo the Group Chief
Executive, who utilises a number of Commiitees to assist bem in this task the Group Executve Committee the
Risk Management Committee, the Group SHEG Steenng Committee and the Routine Business Commitee
For further information on each of these Commitiees see page 51
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Matters reserved for the Board
The matiers reserved for the Board can be categonsed infa four broad areas

1 Matters required by law to be reserved for the Board's decision,
such as approvat of the report and accounts, appomntment of new
Directors and declanng dvdends

2 Requirements of the UK Listing, Prospecius and Disclosure and
Transparency Rules, such as approval of circulars fo shareholders and
sigruficant communicotions

The princpal matters reserved for the Board are

3 UK Corporate Governance Code recommendations, such as
ensuring the Company has a sound system of infernal confrol and
nsk management and approving the Board’s and Committees’ terms of
reference

4 Other matters such as approval of the Group's sirategy and budget
materal corporate fransachons and capital expenditure

Strategy and Management

Financal Reporhng and

» Approval and review of the Group's long-term objectives, commercial sirategy and budget

« Approval of the Groupss financial statements

Controls « Recommendation or declaraton of dvidends

» Approval of treasury policies

Infernal Controls « Mantenance of a sound systern of internat controt and nsk management

Pubic Communicahon + Approval of shareholder cireulars and significant communicatons —
Board Membership and * The size, structwre and composition of the Board and its Commifiees

Other Appointments * Succession planming and appoinimends fo the Board and senior management

Delegahon of Authortly = Approval of the roles of the Chairman and Group Chief Executive and the terms of reference of Board Committees
Remuneration « Determination of the remuneration pohcy for the Directors and other serior execulives

Contracts, Acquisiions, « Approval of matenal corporate and commeraial iransaclions ond commitments

Dusposals ond Investments

Polices « Approval of key Group policies "
Other « Appointment and removal of the Group's prinopal professional advisers and external guditors ‘

Role of Chanrman, Group Chief Executive and Senior independent Director
The roles of the Chairman and Group Chief Executive are separcte and
clearty defined with the dwision of responsibiliies set ouf inwriting and
agreed by the Board

The Chairman leads the Board and 1s responsible for promoting open and
effectve communication between the Executive and Non-Execulive
Direclors and for ¢reating an environment ot Board meelings 1n which all
the Direclors contnibute to boardroom discussions and feel comiortable in
engaging in hedlthy debate and constructive challenge

with support from the Company Secretary, the Chairman seis the annual
Board agenda programme and Board meeling agendas, and defermines

38 Crodo Annual Report & Accounis 2013

* Major changes lo the rufes of the Groups pension schemes

the number of meetfings to be held dunng the year He ensures that there is
adequote ime dedtcated dunng meefings and throughout the year fo
discuss all matenal maiters, inciuding sirategic financial operational
business nsk, HR and governance 1ssues One of the outputs from the

2013 Board effectiveness review was o move to an agenda programme
over two years rather than be constrained by o fraditional one year cycle
Freeing up the agenda programme in this way wall allow for more time to
be spent on agenda tems and more ime for consideration of
unscheduled or unanhapated maners
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The Charrman leads the annual Board effecliveness review process and
ensures all new Direclors underiake an appropriately failored induchon
process The Chairman is responsible for ensunng effective communication
with shareholders and for ensuning the Board develops an understanding
of the views of major shareholders The Chairman also ensures that the
Group comphies with good practice in corporate governance, ethical,
ervironmental and human resources matters and upholds high standards
of integrity and probity

The Group Chief Executive has day to day responsibility for the effective
managernent of the Group s business and for ensuring the implementation
of decisions of the Board The Group Chiel Executive plays a key role in
dewsing and reviewing sustainable strategtes for the development of the
Group for discussion and approval by the Board He s tasked with
providing regutar reporis fo the Board on all matters of significance relating
to the Groups business or iis reputahion lo ensure the Board has accurate,
fimely and clear information on all matters on which a decision of the
Board 1s required The Group Chief Executive promotes the Company's
culture and stendards

The Charman and Group Chief Execuiive kaise closely and have frequent
meetings, face-to-face or by tetephone, n which the Chairrnan is kept
appraised of significant developments between Board meetings This also
ensures any areas of potentiol conflict between the Executive and
Non-Executive Directors are minimised

The Servor Independent Director’s role includes providing a sounding
board for the Charman and acing as an intermediary for the Nan-
Executive Directors where necessary He is avallable to shareholders
where communicaton through the Charrman or Executive Directors has
not been successful or where it may not seem appropaate The Senior
Independent Director is responsible for leading the Non-Executive Direclors
In apprasing the performance of the Charman and in thetr discussions

of the Chairmans term of appoiniment and fees

Outside the Boardroom

In addrhion te the formal Board meetings, the Directors aftended meelings
to review the Groupss sirategy and atlended the Annuat General Meeling
{"AGM" They also metwith the Company’s finranciat ond public relations
adwsers to discuss the feedback from investors and analysts on the
Group's annual resulls The Chairman and Non-Executive Direclors met
together wathout the Executive Directors present and the Non-Executive
Drrectors lexduding the Chairmanl met in order to appraise the Charman’s
performance

Duning the year each of the Non-Executive Directors undertook a wisit to
one of the Group’s UK sites In July 2013, Nigel Turner and Alan Ferguson
wvisited our manufaciunng faality at Rowchffe Bndge and held discussions
with management in relation fo process salety, gaining a fuller
understanding of the Group's safefy monagement control framework In
August 2013, Steve Willams and Stonley Musesengwa visiied the
Company’s foclity af Leek The wsii was led by the President of our
European Consumer Care business and included a site tour, meetings with
the management team in relation to the imporance of sales and
marketing to the business as well as discussion on customers needs

The Non-Executve Direclors reported back to the Board following therr site
wisits, including recommendations and suggestions for improvernents
Further site wsits are planned for 2014

All the Directors are involved 1n the Group's Leadership Development
Programme attending vanous sessions, including roundtable discussions
on fopical business issues chaired by a Director - for example on
ermerging markets, ethics or nsk management, as well as opportunittes

1o Interact socially with the employees on the course in team building
sessions or at dinners

Members of the Executive Cornmitiee and ofher senior management
ocross the business are often invited fo Board dinners at which the Board
discusses topics relevant to the business and its sirategy This enhances
the Board's understanding of the business and gives the Directors the
opportunity to spend time wath the Group’s senior management and
potential future leaders

Site vistt

At least one Board meetfing a year also usually fakes place ata
Croda operating site In September, the Board held its meeting at
our Gouda manufactunng site inthe Netherlands and of our
German offices and distrbution centre This allowed the Non-
Executive Direciors to observe operations o firs! hand and to meet
with the senior management and local employees gaining an
isight into the European business
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The Board has an agenda programme that ensures strategic, operational

and business, financial, HR and corporate governance items are discussed
at the appropriate time at Board meetings during the year.

{

|

The Board's achvihies during the year and pnonhes for 2014
Some key highlights of the Board s activiies duning the year, and areas for focus dunng 2014, are sel out below

Strategy

Operations and Business

Finance

HR

Corporate Governance

Board re-elechon

The Board contains a broad range of skills and expenence from different The Company’s Arfictes of Associahon require the Dhrectors to offer |

During the year, the Board met several imes 1o discuss the Group's sirategy The Board waos involved at

different stages dunng the development of the strategy, with therr detailed views and direction sought

mid-way through the year as considerafion of the strolegy was progressed by senior management This

culminated n the Board's approval of the strategic plan ai the Board strategy day at the end of the year !
Ateach Board meeting the Board discusses strategic corporate development and merger and acquisifion .
opponunities Duning the year the Board agreed to acquire the Speaalty Producis business of Anzona

Chemical and a 65% equity Interest n Sipo, a natural speciality chemicats manufacturer based in Sichuan

Province, China

Durnng 2014 the Board will confinue to focus on key strategie themes, including innovation, globahsation of
manufactunng and emerging markels

The Board were given regular updates on Safety, Health and Environment, Corporate Socal

Responsibility and IT Senior managers from across The business also gave presentations on therr business
These iterns will aiso be discussed in 2014, with presentations already scheduled on Performance Technologies
Geo Technologies and Crop Care

The Board regularly monitored the Groups financwal performance and approved ihe financial siatements
dvidend policy and treasury policies

In 2013, the Board oversaw the Executive-led root and branch revew of the Company’s remuneration phriosophy
framework and policies The key conclusions of the review were that while the Company’s exisiing reward
practices and polictes were perceived to be working, opporturities existed for further development/
enhancement The Remunerafion Committee led a consuliahon with the Company's major shareholders and
investor bodies on the proposed changes 1o the Company's remuneration policy, further details of which are
setout in the Directors’ Remunerahon Report on page 53 Duning 2014 the Board wall focus specifically on
succession planning

As noted on page 36, dunng the year the Board developed a Board diversily policy This included ogreeng 1o
work towards increasing the female composition of the Board as vacancies anse and suitoble candidates are
wdentified wath the objeciive of appointing at leasl one female Board Director by the end of 2014

The Board undertook a review of its effecliveness and the effecliveness of its Committees, further delails

of which can be found on the page opposile The Board also undertook a defoled review of its comphkance with
the Corporate Governance Code Code’) and the UK Listing Prospecius, Disclosure and Transparency Rules
These items will be reviewed again in 2014

ndusines and adwisory roles as well as acress international markels themselves for re-election at least once every three years and for newly i
These skills suppor the strategic aims of the Company for the future appomnted Directors o offer themselves for election at the first AGM

Following indmdual performance assessments the Board 1s sahsfied ofter the date of their appointment However 1n accordance with the

thal each Director confinues to perform effectively, ollocates sufficent Code, ali Directors lexcept Sianley Musesengwa who will retire af the AGM)

ime to discharge therr duties and rernains fully commufted fo therr role will stand for re-elechion at the 2014 AGM with Helena Ganczakowsk

in the Company

40 Croda Annual Repan & Accounts 2013

offenng hersel for election Full biographies for the Directors can be found
on pages 34 and 35
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Effectiveness
The Nominahon Committee Key octions for 2014 indude-

The Nomination Committee Report, which describes the membership of
the Nomination Commuittee, along with its responsibiliies, mamn activities
dunng the year and iis prionhies for 2014 1s set out on page 50

Board evaluchon

The Board underiakes a formal review of iis performance and that of its
Commitiees each year In 2012 we commissioned an externally foolitated
review in accordance with the Code, conducted by Sheena Crane an
expenenced consultant, with no other connection to the Company Adions
and objecives were agreed based on the feedback and the Board has
been successful in implementing the action points The key achions and
progress in meefing them are summansed below

Key Achons in 2013

Update the Board agenda programme 10 include more tme
for discussion and monitering of non-financial nsks health
and satety, CSR and sustainabikty

To develop a Board dwversity policy and consder diversity in the
contex! of the wader orgarsotion

To explore Non-Executive Director succession planning
examining the skills and expenence that will be of significant
beneft to Croda in the future

To develop succession planning for the Group Chief Executive

The Remuneration Commitiee o oversee the Executve-led root
and branch review of remuneration and incentmsation
throughout the Group

To be engaged earlier and throughout the yeor in the strategic
planning process and development

The Chaiman and Group Chief Executive to review the overall
timetabling of Board and Committee meetings ond agenda
destgn fo ensure the mos! efficient use of the Board's ime

The Chairman to create development plans for each
Non-Executive Direclor 1o ensure they continue to bulld o deep
understanding of the Groups businesses

@@@@0@@@§

During 2013, the Board rewew was conducted using an online survey,
talored to Crodas actvties and current concerns Separale surveys were
also used for the Audit Remuneration and Nomination Commitiees The
surveys facilitated an evaluahon of the effectiveness of the Board and its
Commitiees and the support and mformation recerved from management
and advisers The resulls were discussed in detall by the Board and areas
for Improvement were identified ond agreed

» fo focus on succession planning of senior executive roles,

« o receve more analysis on the compettive environment and on
cuslomers

« to revisit the agreed sirategy during 2014, including progress against
milestones,

= to move the Board agenda programme fo a two year cycle and

« to receve in-depth technology raining from the Chief Technology Officer
to align with upcoming Board preseniations

Dwrectors” induchon

On |oining Croda, Directors receve o fallored induchon programme
Helena Ganczakowsk: 15 in the process of undergoing her induction to
Croda followang her apponiment to the Board on 1 February 2014

The purpose of the induction Is 1o provide a new Director with the
informahon they will need io become as effective as possible in their role
within the shortest practicable ire It enables the Drrector to develop an
understanding of the nature of Croda our business and the markets in
which we operate, as well as to build a link with our employees and an
understanding of Crodo’s main relatonships

The content of the programme 1s tallored occarding to the expenence and
wishes of the incormung Direcior, and 1s based on therr expenence as a
Director of a histed cornpany and knowledge of the indusiry sector
information 1s provided i different forms, including reading matertal via
IPads or hard copy, meetings/bnefings with employees and fellow
Directors, making use of advisers fo deliver bnefings and external training
courses and site wisils

Time 1s also spent wath the Charrmen and Group Chief Executive as well as
the Company Secretary, members of the Group Executive Committee and
other senior managemeni across the business

The induction programme 1s reviewed wath the new Direclor mid-way
through the process and following the programme to seek input on any
further induciion requirements

Board support

Each Director has access fo the Company Secretary for his adwice and
services Where necessary the Direclors may lake independent professional
advice at the Company’s expense Drrectors are granted an indemnity from
the Company in respect of lobilites incurred as a result of thesr positions to
the extent permitied by law These indernniies are qualifying third party
indemnihes {as defined In sechon 234 of the Compantes Act 2006] and were
in force dunng the financial year and at the date of approval of the financial
statements In addiion, the Company mainianed Directors and Officers’
liability insurance cover throughout the year
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Traiming and bnefings are ovailable 1o all Direciors on appointment and
subsequently as appropnale, taking info account therr exsting experience,
qualificatons and skills in order to bulld and increase the Non-Executive
Directors familiarty with, and understanding of, the Groups people
businesses and markets presentatons from senior managers are made
at Board meetings on a regular basis The Board receives regular briefings
from the Company Secretary on governance, legal and regulatory matters
and briefings from the Company’s professional advisers

Prior to each meeting, the Company Secrefary ensures the meeting papers
and other information are delivered elecironically via a secure, iPad-
accessible web poriat This helps to ensure that each Director has the ime
and resources to fulfil their duties This year, a new resource centre was
added to the porial providing access fo a range of useful information
about the Group, Including carporate governance matenals tfor example
minutes of previous meetings, meeting dates terms of referencel, finance
and strategy information, Group policies and procedures as well as
information on topics such as nsk and insurance

Non-Executive Directors

Croda complies with the Code in having expenenced Non-Executive
Directors who represent a source of strong advice, udgement and
challenge to the Execulive Directors At present there are six such Directors
including the Chairman and the Senror Independent Director, Nigel Turner,
each of whom has sigruficont commercial expenence Their understanding
of the Groups operalions is enhanced by regular business presentations
and by site wisits

The independence of the Non-Executive Direclors 1s kept under revew The
Chairman was independent on his appointment in 2005 but, as

Charrman 1s not dlassified as independent Steve Willlams has consultancy
roles with Eversheds LLP, which prowides some legal services to the Group
and Spencer Stuart a search consultancy firmn that has prewviously been
used by the Group The Boord does not consider that these roles would
affect his udgement in relation to Crodo and its business and, therefore, it
is the Boards opinion that afl the Non-Executive Directors who have served
during the year are independent in character and judgement with no
relationships or arcumstances that are likely to affedt, or could appecr to
affed, their udgement

The Board has an establshed process for declarnng and monitoring actual
and potentral confiicts The Arlicles of Association of the Company allow
the non-conflicted members of ihe Board to authonise a confiict or potential
conflict situation In addition o the potentfial conflicts of Steve Willams
(noted abave) Nigel Turner declared a potenhial conflictin relation to the
possible sale of farm produce (oilseed rape) through agents to Croda
Helena Ganczakowsk also has a Non-Executive Director role on the board
of People Against Dirty, a customer of Croda

Detalls of the professional commutmenis of the Charrman and the
Non-Executive Directors are included i their biographies on pages 34 and
35 The Board 1s sahisfied that these do not interfere with the performance
of their respectve dutes fo the Company
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Seon Chnste s a Non-Executive Direclor of Eminate Details of the
payments receved In respect of this cppointiment are set out in the
Dwrectors’ Remuneration Report on page 73

Duning 2013, no Non-Executive Direcler had served on the Board for more
than nine years from the date of therr first election wath the range between
2 ¥ years and 6 2 years The Chairmon has been a Dwector for 8 ¥z years,
having been appointed to the Board in May 2005

The terms and condittons of appointment of Non-Execulive Directors can
be viewed on the Company’s websie www crodo com) They can be
inspected dunng normal business hours af the Company’s registered
ofiice by contacting the Company Secrelary and will be avallable for
Inspection at the AGM

Time commutment

Each Director 1s aware of the need fo allocate sufficent tme o the
Cormpany to discharge their responsibilities effectvely The Board monitors
the extent of any iInterests and patenticl conflicts of each Cirector In March
2013, Alan Ferguson was appointed fo the Board of London Mining Plc, an
Al listed company, as a Non-Executive Director Prior to accephing the
appointment Mr Ferguson had spoken with the Charman of the Board
about the role and discussed, among other things, his irme commiiment
and any potental conflicts The Charman was comfortable that no issues
would anse for Croda from Mr Ferguson accepling the role

Exdernal consultants

New Bridge Streel now part of Aon ple, acls as remuneration consuliant fo
the Remuneration Committee Whilst the Aon group provides insurance
services 1o the Group these services ore not provided by New Bndge
Sireed

Zygos acls as a search advisor fo the Board and Nomination Commitiee
Zygos has no other connechon wath the Group




C ) I | 3 C ]
STRATEGIC REPORT DIRECTORS’ REPORT FINANCIAL STATEMENTS OTHER INFORMATION

Qur Board

Corporate Governance

Remunerafion Report

Other Disclosures
- 3
Accountability Relations with Shareholders
The Audit Committee Communication with shareholders

The Audit Commitiee Repoart, which descnibes the membership of the Audit
Committee along with its responsituliies, main acinties dunng the year
and prontes for 2014, 1s sel out on pages 4510 49

Risk Management and infernal Control

The Board acknowledges its responsibility for ensunng the mantenance of
a sound system of internol confrols and nsk management In cccordance
wath the Turnbull guidance (2005) and i order to discharge this
responsibility, the Directors have utilised an orgarisaticnal structure with
dear operating procedures, lines of responsibility, and delegated authonty

In parhiculor there are clear procedures and defined authonties to act for
the following

* Financial reporiing, with clear policies and procedures governing the
financicl reporiing process and preparation of the financio! slatements
A clear framework of controls that are expected 1o be in place 1s
documenied ond each reporfing location prepares an annua! self
assessmenit of comphance with these controls This is assured via
planned nfernal audit visits, which are approved by the Audil Committee

» Comprehensive monitoring and guenhfication of business nsks under
the direction of the Risk Managernent Committee The Groups approach
1o nsk management is discussed In more detall in the Strategic Report on
pages 24 to 27 and in the Group s separate Sustanability Report

« Capial investiment, with detalled appraisal, nisk analysis, authonsation
and post-investment review procedures

The Board has discharged its responsibility for reviewang the operatonal
effectiveness of the systems of internal control and nsk management
threughout the financial year and up to the dote of approval of the annual
report using ¢ process which involved

« Wniten confirmations from relevant senior executives and dvisional
drreciors concerning the operation of those elemenis of the systern for
which they are responsible

+ internal audit work carned out by KPMG LLP who report through the
Group Risk and Confrol Manager fo the Audit Committee

* Repaorts from the external auditors

Such a system s designed to miigale rather than elminate the nsk of
fardure to achieve business objecives and provides reasonable but not
absolute assurance against matenal misstatement or loss The Board also,
where appropniate, ensures that necessary actions have been, or are
being token fo remedy significant foilings or weaknesses identified from
the review of effectveness of internal controls

The Company recognises the importance of communicating wath s
shareholders The Charman, Executve Diredlors and other senior
managemen! maintain regulor contact with exssting and potential
shareholders 1o ensure our strategy and trading frends are well understood
Numerous meetings were held with investors dunng the year in the UK, US
Europe and Asia, ncluding foce-to-face meetings, telephene and video
conferences, and hosled site visils In all of these regions The Chairman,
Group Chief Executive and Group Finance Diredior ensure that shareholders’
views are communicated 1o the Board as a whole through the reporting of
feedback from shareholder meefings and the prowision of brokers reporis
The Board invites the Company’s brokers and financial public refations
advsers o attend atdeas! one meeting each year at which the economic
ond invesiment ervironment, Croda’s performance, both generally and in
companson with Iis sector peers, and nvestor reaction are discussed

The Charman and the Senior Independent Director attended the Company's
results announcements as well as the Investor Day in London in November
2013, which covered a number of strategic topics Al ot these presentations
are webcast Iive so all shareholders have access fo them The presentations
are also avalable to download We dlso answer all investor questions sent
fo our website

The Company has not complied with the part of Code provision £ 11 that
provides that Non-Execuiive Directors should be cffered the opportunity io
atiend scheduled meetings with major shareholders™ and that the “Senior
independent Director should affend sufficient meetings with a range of majer
shareholders to listen to therr views in order fo help develop a balanced
understanding of the issues and concerns of major shareholders”™ The
Board considers thal there 1s suffiaent didlogue wath shareholders through
the Group Chief Executive, Group Anance Director and the Chaiman who
meet with shareholders on aregular basis These meetings provde an
appropnate mechanism for the views of shareholders to be listened to and
the Board 1s regularty appnsed of shareholders views and key issues The
Board does not believe that it 1s necessary for the Senior Independent
Director or other Non-Executive Dirediors fo attend further meefings with
mayor shareholders All the Non-Executive Directors are, however, avallable
to atiend such meetings if requested by shareholders and the Senior
Independent Direcior would be available o discuss matters relating to the
Charman should the need anse

The Board believes that s prachces are consistent with both the relevant
mamn principle of the Code concerning dialogue wath shareholders, and
good governance

Ounng the year we consulted with our major shareholders on the proposed
changes to our remuneration policy, details of which are set out in the
Direclors Remuneration Report on pages 53

€3 SeesR
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Substanhal shareholders

As at 31 December 2013 the Company had received notification of the following matenal shareholdings pursuant to the Disclosure and Transparency

Rules ot the UK Listing Authority

Number of % of Issved
Shares Capital
@ Mondnan Investment Partners 5,925,506 436%
B MFSInvesiment Management 5908,433 435%
@ Legal & General Investment Management 4,214 056 310%
Investor concentrahon — Analysis of ordinary shareholders as ot 31 December 2013
Number of % of Issued
Geographical Breakdown Shares Capital
B UK 75,710,672 5410%
Geographucal
@ Europe lexcluding UK] 26,333,397 18 82% breaktiown
@ North Amenca 33,334,604 23 82%
@ Aso 4,301,165 307%
@ Resiof World 270,131 019%
Number of Number of % of Issued
Size of Holding Holders Shares Capital
@ 1-5,000 4774 2,738,344 196%
5,001-50,000 886 3,718,760 266%
@ 50.001-100,000 256 5747192 an%
@ 100 00-500 000 86 627121 444%
& 500001 upwards 175 121 528 552 86 83%
Number of Number of % of Issued
Type of Holder Holders Shares Capital
8 Private holders 330 7N7123 508% peol
@ institutional and corporate holders 2,852 127 574,070 9116% holder
Treasury shares 1 416813 298%
@ shares held in Croda trusts 3 1,090 595 078%

Annual General Meetng

The Annual General Meeting "AGM" provides an opportunity for

prvaie shareholders jo raise guestions with the members of the Board
The Direclors are alsc available to answer questions afler the meefing
na more mformal setting The annual report and accounts including nofice
of AGM, are sent to shareholders at least twenty working days before the
meefng There s o separate investor relations secton on the Company's
website www croda combwhich includes, amongst other tems,
presentations made to analysts The AGM wall be held at the Royal

York Hotel Stahen Road York, North Yorkshire, YO24 1AA on 24 Aprl

2014 at 12 noon
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Deadlines for exerasing voting nghts

Voles are exercisable af a General Meeting of the Company in resped
of which the business being voted upon s being heard Votes may be
exercised in person, by proxy or in relcon to corporate members, by
corporaie representatives The Articles of Assoaation of the Company
provide a deadline for subrrission of proxy forms of not less than 48
hours before the fime appointed for the holding of the meeting or
adjoumed meeting
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Report of the Audit Commuttee for the year ended 31 December 2013

Govemance

Members and attendance (efigibility} at meetings heid during the
yeor ended 31 Decamber 2013

Meehngs dunng the year* 4
Alan Ferguson (Charman) 414
Stanley Musesengwa 414
Migel Turner 414
Steve Wilhams 414

*Between 31 December 2003 and the pubbicalion of thus Annuad Report the Audil
Committee met twice with full attendance by the Commitiee members including
Helena Ganczakowsk who attended the February 2014 Audit Commitiee meetng

Dear Fellow Shareholder

Inmy capacity as Chairman of the Audit Commitiee 1 am pleased to
present the Audit Commuittee report for the year ended 31 December 2013

It was a busy year for your Audit Committee as we delivered on our
business as usual work, as set out n our terms of reference, focused on
our pnonties for 2013, as set out in last year's report, and constdered a raft
of regulatory guidance 1ssued in final form, or in draft dunng the year in
additon, we chonged the struciure and pariner-level personnel of our
external cudit learn

From ¢ business as usual perspeciive there is nothing to bring 1o your
atiention as a highlight

In terms of our pnorthes for 2013, we noted five last year

Key Prionhes

To underiake a review of the regulatory changes cround
audit tendenng We spent a lof of time considenng this
point, as well as PncewaterhouseCoopers LLP (PwC) service
levels, and this 1s covered in detal below

To control non-auditfees These were well confrolled and
we met our guidance of non-oudt fees not exceeding
audit fees for the year

To receve presentations from key members of the
operalional finance feam We increased the number of
meetings held partly o accommodote this new agenda
flem and have been pleased with the resulis

Progress
o
<
o

To receve annual reviews on tax and treasury We recewed
o preseniafion on the tax strategy and nsks in Apnl it was

agreed thal reviewing freasury matters is now the @
responsibility of the Board and this ts included as port of the
Board’s ongoing agenda

To review the infegrated assurance mapping exercise
This was a very successiul prece of work and will lead to @
more focus on this area from internal Audit during 2014

In summary we have delivered what we set out fo do and have a clear
plan for 2014, and | hope this new style of report gets that message over
clearty and conaisely | will be available at the AGM to respond fo any
questions shareholders may raise on any of the Commitiee’s aciviies

The Commitiee 1s made up of five Non-Executive Directors: The Board
considers thal each member of the Committee 1s independent within the
definihon of UK Corporate Governance Code {ihe ‘Code’] and that we each
have relevant financio} expenence Inadditon | have held a number of senior
finanaial roles, most recenty as Chuef Finagnaial Cfficer of Lonmin Pic, ond | am
chairman of the Audit Commitiee of fwo FTSE 100 companies and an AIM
Iisted company This provides the Board with assurance that the Audit
Committee has the appropnate skills and expenence and that # meets the
Code requirement that ot least one member of the Committee has significant
recent and relevant finanaal expenence The expenence of each member of
the Commiitee 1s summansed on pages 34 fo 35

The Chairman of the Beard the Group Chief Executve the Group Ainance
Director the Group Financial Controller the Group Risk and Contfrol Manager
who leads the intemal cudit funciion and representatives from the external
and infernal quditors regulary attend meetings by invitation The Commitiee
pencdically and myself more regularly, meets separately with the Group Risk
and Conirol Manager, and also with the extemal auditors without the
Executives being present
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During the year, greater darity was brought to the split of responsibility
between the Board and Audit Committee with regard to risk; the main focus
for the Audit Committee is on the level of assurance over mitigating controls.

C

Whilst these meelings are invaluable, | also meet wath the external audttors,
the Group Finance Director and the Group Anancial Controller at least twice n
the year fo go through the detail of the year-end and haif-year results in
advance of he Committee meetings This helps me beftter undersiand the key
issues and allows me {o make sure enough time 1s devoled fo these dunng
the subsequent meefing

Responsibilhes of the Committee and actvihes smce the publication

of the 2012 Annual Report

The Commitiee assists the Board in fulfiling is responsibilily to ensure that the
Groups financial systems prowde accurate and up-to-date information

on iis financial positon and supports the Board in its considerahon as to
whether the Groups published financial statements are farr balanced and
understandable Key responsibilites of the Committee are to monitor the
infegrity of the financial stalements and results announcements of the Group
and review significant finanaia! reporting 1ssues and udgements The
Committee also reviews the adequacy and effectiveness of the Group's
internal confrols and ask management systems, and the infernat audit
funchon The Committee has a number of responsibilities i relation to the
Groups external auditors mctuding therr appomiment and removal,
assessing their mdependence and the monitonng of non-auds services
Detalted responsibiliies are set outin the Committee’s terms of reference,

a copy ofwhich can be found in the Governance sechon of the Company’s
website fwww croda com)

Main actvities

The Committee me! four imes dunng the year and twice between the
year-end and the publicahon of his Annual Report The key 1ssues covered
at the Cormmittee meelings were reporied to the subsequent Board
meetng The main actvilies of the Commitiee were as follows

» The Committee monitored the financia! stalements and resulis
announcerments of the Group and rewewed significant financial
reporing and accounting issues

= The Commitiee reviewed and approved the internal audtt plon and
constdered the results of nternal audits the adequocy of
management’s response 1o the matters rarsed and the time taken
to resolve any such matiers The Committee also reviewed spedific
risk based reviews carned out by internal audit based on themes
ansing from the previous year's internal audit aclvity

« The nsk assurance mapping process was further developed in the
year, as further descnbed ot page 25, and greater clanty was brought
1o the split of responsibility between the Board and Audit Committee
with regard to nsk.

*» At each meeting the Commitiee recerved a report from the Group Risk
and Conirol Manager and monitored compliance with the Group nisk
managemeni programme The Comimittee reviewed the reflance
placed by management on the nsk mitigahing controls of the Group's
lughest nsks and analysed the various types of assurance both
internal and external, applied to these migating conlrols

+ The Committee underlook regular reviews of the Group’s materal
Iigation and an annual review of iis tax siralegy
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* The Comniftee reviewed the effectiveness of the Group’s
whistieblowing procedure and approved the infroduction, 1In 2014, of
a third parly-hosted whistleblowing reporiing line in support of the
procedure to focilitate anonymous reporting

+ The Committee assessed the performance of the extemal auditor to
confirm the appropnateness of therr reappointment and undertook
o review of the independence and effechiveness of the externdl
cudHor This wos a very significant piece of work in the year and 15
described in more detad below

+ The Commitiee reviewed the provision of non-audit services by the
external audior and reapproved the Group s pohicy in this area

» The Committiee agreed the external audt plan for the year, mcluding
the scope and materiality level and the audit fees

*» The Commuttee receved an updote on material accounting standards
and governance changes that would impact the Group

» The Committee met with both infernal audit and external audit
without management being present

As a result of this work the Commiftee fully delivered against the
requirements as detalled in s terms of reference

Significant Financral Stotement reporting 1ssues

In undertaking its role of monitoning the linancial siatements and resulls
announcements of the Group the Committee reviewed whether suitable
accounting policies had been adopted and whether management had
made appropnate estimates and judgements With support from the
external audilors the Commuftee considered a number of significant issues
in relaton to the finanaal stalements for the year ended 31 December
2013, which are set out below

Intangible assets The Commuttee reviewed the Group’s accounting
policy on the identficafion and valuation of intangible assels ansing
through acquisiions The underlying methodology had been updated in
Iight of the Groups strategic pnonity fo accelerate new technology
capture and the acquisihons made by the Group dunng the year Errors
in the dentification and valuahon of ecquired ntangtbfe assets could
lead to o misclassification on the balance sheet and a misstalement in
the income stefement n future years The Committee considered the
defintion of infangible assets, the valuaiion methodology land
assocated assurmptions) and the approach to matenality, end reviewed
adwice from the external auditor, PwC After due challenge and debole,
the Commuittee agreed 1o the approach set out by management For the
2013 year-end the Commitiee reviewed the reosonableness of
assumptions used in festing for impairment and ensured that the
previously agreed methodology was appropnately applied

tnventory The Comimitiee reviewed the carrying value of inventory, with
particular focus where the inventory had been purchased fom another |
Croda company and iis ageing It considered this was appropriale
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Pensions The Commitiee continued to monitor the Group's pension
arrangements, and in parbicular the iabilily In resped of the defined
benefit plans in the UK, US and the Netherlands, which are sensifive to
assumphons made in respect of disceunt rates and inflahion The
Commitiee reviewed the acluanal assumphons used and compared
them with those used by other companies, and considered thern to be
reasonable

Prowisions The Committee reviewed whether certain environmental,
reorganisation, fair value, iigation and other legal provisions were
considered sufficient to cover estmated costs and were salisfied they
were reasonable and appropnate

Tax The global footprint of the Group necessilates an understanding of,
and compliance with, complex fax regulations The Commiffee
reviewed the basis of calculation of the effective tox rate, the status of
the Groups fax compliance, details of any potentially sigrificant
challenges from tox authonties and the level of prowsions The
Commiftee concluded there were no significant issues

Infemal Audit and Risk Management

Dunng the year | met with the Grotsp Risk and Control Manager o number
of hmes outside of the formal meetings to discuss the performonce and
output of the Internal Audit functron as well as to discuss aspects of Risk
Management The Group Risk and Control Manager atfended each
Commiliee Meeting and presented an internal audit report that was fully
reviewed and discussed, highlighting any majer dewiations from the
annua! plon that had been cgreed with the Commitiee

At each meeting, the Committee considered the resulis of the cudits
undertoken by the Interna! Audior and considered the odequacy of
managements response o matters raised, including the ime taken fo
resolve such matters I also focused on where there was a mator
divergence between the outcome of the mtemal oudit and the scanng of
ihe self-assessment questionnaire which 1s completed annually by each
business urit The Commitiee fooked at any recurming themes that were
identified as 1ssues across a number of locations, ssues such as this do
influence our planning for future years oudit work The Cornmiitee looked
carefully at the IT work being camed out by Internal Audit Now that we
have effeciively one Enterprise Resource Planning [ERP} system across the
business we can increase our use of data interrogation techniques for
example We also agreed the internal audit plan for 2014, this takes Into
account a number of factors including the resulis of previous audits, both
external and internal, the self-assessment questionnare any recurmng
thernes from 2013 and views of execufive management

In October, the Committee conducted 1f's annual review of the Internal
Auditor, including the audit plans general petformance and relationship
with the external auditors We also reviewed a companson of gur assessed
performance against best pracice guidance set by the Inshtute of Internal
Auditors This did not highlight any significant areas for development

A significant amount of fime was spent his year to ensure there was
cornplete clanty with regard lo the Committee’s and Board s responsitulity

for Risk Managemen! The main focus for the Committee has been on
iooking at what levels of assurance there are over the mitigating conlrols
which reduce the gross levels of exposure to acceptable net levels A major
piece of work was undertoken toidentify all areas where assurance 15
gained over the miligating controls and Internal Audit have devoted more
fime to look at the effectiveness of those levels of assurance

Details on how the business implements its nsk management and controls
on a Group-wide bosis are set oul on page 43

External Auditor’s effectiveness

During the early part of year the Committee engaged with management in
reviewing the tenure of the lead PwC audit partner This arose from o
discussion on the effectiveness of PwC, the structure of therr senior audit
team and the iming of when to tender the aud following the publication
of the UK Corporate Governance Code (the “Code’} and the provisional
findings from the Compettion Commission's investigation info the audit
services markel issued in February 2013

Following these deliberahons | entered info discussions with PwC,
supported by the Group Finance Director about the different partner
models that could serve Croda Following discussions with the Commitiee
we felt we would be best served by a two pariner model with one partner
being London based Following a number of mferviews, the decision was
made to appoint a new lead audit pariner, Mr Mornson, the Yorkshire and
North East Regional Leader based in the Leeds office, supported by Mr
Chombers alondon-based partner with considerable FTSE 100
expenence The Committee considered that the appointment would lead to
an increase in the depth and breadth of service prowded by PwC As part
of the lead audit partner fransition plan, Messrs Mornson and Chambers
wisited several key Group locations and held vanous meetings with
management, reviewng the Group's key accounting policies fo enhance
ther understanding of the Group Early indicatons are that the changes are
bnnging real benefils to Croda

It was fell trus was a better option for Croda at this juncture, than
tendenng the audi At the ime of these deliberations the regulatory
landscape around audit tendenng was shll flud wath best pracice around
what makes for ¢ good tender evolving The Commuttee feli that we would
be best served by refining the service prowided by PwC before going out
to tender

Following publicakon of the Competiton Commission’s final report in
October, and the indications coming from the European Audil Reforms os
1o the possible likely outcomes, the Committee discussed our approach fo
auditiendenng We fully support the prinaiple of tendenng and the
approach faken by the FRC in terms of "comply or explain® However we
disagree with the rules-bosed approach taken by the Competiion
Cormmission and the Europeon authonties Under the Competition
Commission’s transitional rules and the likely Furopean rules Croda wall
have to tender its qudit by 2020 However, the Commifiee felt thot we
should commit to tendering 1o coinade with the expiry of Mr Mornson's
term as lead oudit pariner which 1s when he would sign the 2017 Annuol
Report, or sooner f considered necessary by the Commitiee There are no
contractual obkgations that restnd our choice of external audilor although
under the proposed Eurgpean rules we will have no choice other than to
rotate PwC off the audit by 2020
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The Commuttee assessed the effectiveness of PwC as external auditor fo
the Group To assist in the assessment, the Committee examined the
results of the internal survey completed by all senior financial management
across the Group covening their views on the effectiveness of PwC camyng
out the 2013 audt, the results of which were positive and an improvement
on 2012

The Commuttee also took accouni of the views of the Group Finance
Director and Group Finanaal Controller followang the meetings they had
with local audit partners when visiting the Group's key [urisdiciions to
ensure they had a firm grasp of the quality of the Indviduats and their
knowledge and understanding of the business The Commufiee also
considered the degree to which the auditor was able to ossess key
accounting and audit judgements, as well as the way it provided
constructive challenge and professional scepiicism in its dealings with
management We also iooked ai the Audit Quality Inspection report on
Pw( to see what the principal findings were ansing from the reviews
undertaken in order to assess the overall quality of the work carmed out by
PwC The report was generally positive directionally and in tone

A review of effectiveness also forms part of PwC's own system of quality
control

Followang the review, its Commitiee concluded that the oudit was effective
and that the effectiveness should be kept under review

The Committee discussed and approved the external audit plan including
the assessment of ssgnificant audit nsks, the scope of the gudit [covenng
crca 84% of the Groups consohidated pre-tax profit) the matenality level
{arco 5% of the Groups consolidated pre-tax profit or £12 5mi and the
demirimus reporiing threshold [£0 Sm] The audit fees were rewiewed by
the Commuttee and referred to the Board for approval

Group Auditors’ Report @
Auditors’ Remunerahon @

Company Audrtors” Report @
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External Auditors’ indlependence

The Commitiee and the Board place greal emphasis on the objectivity of
the Groups external auditors n therr reporiing to shareholders Both of
the PwC audd pariners are present o Audit Commitiee meetings io
ensure full communication of matters relating to the audit as well as to
ensure that they are kept fully appraised of all the matters being
considered by the Committee

PwC were the Group's jont auditors from 1970 1o 1980 and have been
sole auditors since 1981 To ensure abjectmvity the rofafton of audit
pariners’ responsibilities within PwCis actively encouraged and has
tuken place

Dunng the yecr the Committee underiook a detfailed review of the
provision of non-audit services by PwC and reviewed the Group s policy in
thus area Assignrnents awarded o PwC are subject to controls by
management that have been agreed by the Audit Committee In order fo
ensure that audit independence is not comprormised | am required o give
prior approval of work camed out by PwC and iis associates in excess of
predeiermined thresholds, which were lowered from £50,000 to £20,000
i 2012 in recogniticn by the Committee of the leve! of spend on non-audit
services performed by PwC This lower lirnif waill rernain unchanged for
2014 when hs expected that non-auditfees incurred will be fower than in
2013, butwill be reviewed in that ight for 2015 Part of my review 1s also to
determine that other potental provders of the senaces have been property
considered

As first disclosed in the 2010 Annual Report and Accounts PwC has
been prowding advisory services in relation to the implementation of the
ERP computer system which increased significantly their non-audst
acfivies from 2011 fo 2013 Given the nalure of these services, the full
Audit Commiftee considered and approved PwCs appointment back in
2010 This work, underniaken in a number of the Group’s less matenal
locations was finalised in 2013 as the Group completed the roll out of its
ERP systern to the global sales network Afl responsibility for the design
and mptementation of the ERP syster resides with management This
inctudes managing the syster’s operation, monitonng ifs nfernal
controls and ensunng daia integnity PwC’s role was resincled to
assessing the systern s implementahon against the design cnfena
developed by manogement

In 2013 the Committes carefully examined the confinued use of PwC on
the ERP roll-out and we were satisfied that given their continued high
performance and excellent knowledge of the Groups systems, it was
appropnote In reaching our decision we had regard to the fact that a
change inprowder could extend cornpletion of the roll out programme
considerably, that the programme was neanng completion and that
PwC's continued role did not compromise therr independence as
auditor of the Group

The Commitiee was very cognisant of shareholder concerns about the
recent level of non-audit fees and | wrote to the key shareholder groups
before the 2013 AGMn order to explain our posiion more fully As
stated in the 2012 Annual Repor, 1t was our iIntention that total non-audst
spend would not exceed total audi spend in 2013 unless we feft this
was In the shareholders’ interests
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Given this 1t 1s pleasing 1o report thai total non-audit fees in 2013 were
£07m which s less than the total audit fees of £0 8m Of the total of
non-audit fees £0 5m related to work camed out in asststing the
implementation of the Group s ERP systems (2012 £1 1m) This cost was
capitalised in accordance with the Groups accounting policy for intangible
ussels

No further non-audit fees will be incurred in relation to the ERP system as
PwC have completed their work on this three-year project, so the total
non-audi fee spend by PwC will fall again in 2014

The only significant fees for fax work undertaken by PwC relate fo tax
compliance in the USA We believe therr delailed knowtedge of our
operations in the USA is particularly imporiant given the complessties of
both Federal and State legislation which necessitated the completion
of thirty five tax returns last year

The Commitiee undertook its annual review of the Group’s policies relating
1o external audit including the policy that governed how and when
employees and former employees of the Group’s auditors can be
employed by the Group No chonges were made

External Auditor reappointment

The Commitiee recornmended fo the Board that PwC be offered for
re-electon af the forthcoming AGM based on the work carnied out in
assessing therr effectiveness and ndependence

Prionties for 2014
In addition 1o our routine business, there are four focus areas for the
Committee dunng 2014

« With internal Audit we will look more closely at how we can
contnue fo develop our systerns-based audit approach

We waill fully rewew progress mode wath PwC followang the changes
n structure and personnel carned oul some eight months agoe,
aming to satisfy ourselves thal the benelils we expecl 1o see gre
delivered and embedded for the future

With regard to nsk, we have maode great progress during 201310
settng out a clear roadmop detailing the vanous types and levels of
assurance that are tn place to mitigate our key risks down 1o a net
nsk that the Board 1s comfortable to accept Duning 2014, we need 1o
better understand the comfort levels we have over those types and
levels of assurance with Internal Audit spending more tme and
resource In this area

As aCommittee we will comm further time in 2014 to betier
understanding the processes we have n place to mimgate cyber nsk,
something that management has been focused on for some years

Alon Ferguson
Chairman of the Audit Commitiee
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Nomination Committee
The Committee carmed out its cusiomary corporale governance review and
Governance was satisfied thal the size, structure and composilion of the Boord and the
Members and attendance (eli meetn during required ime commitment from Non-Executive Directors remained
the year ended 31 Decemb(ergiglﬁi;m ot gs held appropnate it was also satsfied that oll the Non-Execulive Directors
continued to fulfit the cntenia of ndependence and were able fo commit the
Meeti vear required ime for the proper performance of therr duties During the year,
ngs during the 4 the Committee used an online survey 1o assist with its annual evaluation
Marhin Flower {Chairman) 414) review The performance of the Committee was posiively rated, with the
Alan Ferguson 414) seleclion of a new Non-Executive Director being identified as the main
prionity for 2013
Steve Foots 414}
The key responsibilthes of the Commiitee
Stanley Musesengwa 414}
Nigel Tumer 414 « To review regulardy the structure, size and composttion (including the
skills, knowledge, expenence ond diversityl of the Board and make
Steve Willlams 44 recommendahaons o the Board with regard io any changes
Dear Fellow Shareholder, * To give full consideration to successton planning for Directors and

The Nominahon Committee consists of the Chairman of the Board the
Non-Executive Directors and the Group Chief Executive It meels onan
ad-hoc basis and 1s responstble for nominaling for approval by the Board
candidates for appointment to the Board and succession planring

Main actviies dunng the year

In accordance with the Code, all Non-Executive Directors wath a term
beyond s years have been subject to a ngorous revew In January 2013,
the Committee recommended the extension of Stanley Musesengwas
term of office for a further one year to May 2014, which would bring his
term to seven years The Nominahon Committee felt the extension of his
term beyond six years was in the best inferest of the Company as Stanley
took the lead in overseeing the Executive-led root and branch
remuneration review dunng the year The Commitiee also recommended
that the Board extend Steve Willams” term of office for o further thrae years
until June 2016 and that he succeed Stanley Musesengwa as Charman of
the Remuneraiion Commitiee followang Stanley's retirement from the Board
in Apnl 2014 Nigel Turner, Senior Independent Director, chaired the
Committee iniis discussion of Martin Flower s term of office The Commitiee
recommended the Board extend Martin's term of office as Charman of the
Board for a further wo years until September 2015

The Commitiee s main activity during the year was the search for a new
Non-Execuive Director 1o replace Stanley Musesengwa The Committee
identifred the key skills and expenence required of fhe new Non-Executive
Director that were aligned with the Company's sirategic ams and would
complement the exasting skills and expenence of the current Directors A
role specification was agreed and the Commuliee retaned an external
search frm Zygos which has no other connechon wath the Company fo
assist in the process of identifying potentiol condidates for rormination to
the Board Following the successtul search in January 2014 the Commitiee
recommended the appointiment of Dr Helena Ganczakowsk as a
Non-Executive Direcior, and the Board approved her appointment with
effect from 1 February 2014

As noted on page 36 the Board adopted a Board diversity policy a copy of
which 1s available on the Company's webstie site twww croda coml
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other senior execulives in the course of its work, taking info account
the challenges and opportunites facing the Company, and what skills
and expertise are therefore needed on the Board in the future

* Where a Board vacancy 1s identified, to evaluale the balance of skills,
knowledge, expenence and dversty on the Board and, in the light
of that evaluation, prepare a descnption of the role and capabilites
required for a parficular appoiniment

« To Idenhfy and nominate, for the approval of the Board, candidates to
fill Board vacancies as and when they anse

+ To keep under review the leadership needs of the orgamsation, beth
Executive and Non-Execuive with a view fo ensunng the continued
ability of the organisation to compete effeciively in the markelplace

« To review annually the fime required from a Non-Executive Director
and the Chairman

» To make recommendations on succession planning for the Board

The Charman of the Normunation Cormmitiee wil be avallable at the AGM
to respond to any queshons shareholders may raise on any of the
Committee s actvilies

Pnorhes for 2014

« Continue fo review the balance, expenence and skills of the Beard

« Review the term of office of Alan Ferguson, whose initial three-year
lerm expires in June 2014

* Progress the succession planning for the Group Chief Execulive

Marhn Aower
Chairman of the Nomination Committee
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Other Committees
The management of the business 1s delegated by the Board to the Group Group SHEQ Steenng Committee

Chief Execulive He utiises a number of Committees o assist umin this
task. With effect from July 2013, several changes were made o the
Executive-level Commitlees The Finance Committee was disbanded, with
ils responsibithies being transferred 1o the Executive Commiftee It was also
considered appropnate that the Group Chief Executive and Group finance
Direcior join the Group SHEQ Steering Commuttee and the Group Chief
Execuiive join the Risk Management Committee The role of each of the
Executve-level Commiftees 1s set out below together with a table showing
the membership of each Committee dunng 2013

Group Execuhve Commiftee

The Commitlee meets monthly and is responsible for developing and
implementing sirategy operational plans, policies procedures and
budgets menitoring operaling and financial performonce assessing and
coniroling nsk and prionhsing and aflocating resources The Commitiee
also reviews the monthly operating results, identifies operatonal and nsk
issues and examines capital expendifure proposals

Risk Management Committee

The Commitiees role 1s to evaluate, propose policies and monitor
processes fo control the business, operational and complhance nsks faced
by the Group It normally meets four tmes a year

The Commitiee meels quarterly to monitor progress aganst the Group
SHEG objectves and targets, review safely performance and audits, and
determine the requirement for new or revised SHEQ palicies procedures
and objecives

Routine Business Committee

The Commitiee compnises the Group Chief Executive and Group Finance
Director, with the Group Genera! Counsel and Company Secretary and
Group Financial Controller acting as alfernates The Committee may moke
dectsions with one Executive Direcior and the allernate for the other
Executve Director being present It attends to business of a routine nature
and to the administration of matiers, the pnnciples of which have been
agreed previously by the Board or the Group Execulive Commitiee

Committee membership
Steve Fools ' Group Chief Executive
Stuarl Amnoht ) President Global Operations
Dawid Barraclough ) President Asia Pacific
Sandra Breene President Consurner Care Eurape
Tom Brophy ) Group General Counsel and
Company Secrefary
Sean Chnshe ? ) Group Finance Direclor
Nick Challoner President Lahn Amenca
Kevin Gallagher ) President North Amenca
Maarten Heybroek President Performance Technologies
& Indusmal Chemicals Europe
Keith Layden Chief Technology Officer
Graham Myers Group Financial Controller

Committee Committoe Committes
) ® o
® e ®
® ] o
[ o @
[ ® @
e o
@ [ o
® e o
e e @
] [ ] o
e @ e

O Chanrman . Member ' Jomed the Risk Management and Group SHEQ Steering Cornmitiees in July 2013 2 Joined the Group SHEQ Sleenng Commitiee in July 2013
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Remuneration Report

Dear Fellow Shareholder,

| am pleased to present the Remuneration Cormymittee’s Report providing
details of the remuneraton of the Directors for the financial year 2013 and
of our future remuneration policy

This 1s the first ime we are reporting o you following the infroduction of the
new regulations governing the reporiing and approval of direclors’
remuneration The format this year will include a Policy Report, setiing out
our future remuneration policy iwhich will be subjed 1o a binding
shareholder resolution at the forthcoming Annual General Meeting {AGAY),
and an Annual Report on Remuneration sefting out how we went about
implementing our policy over the year fo 31 December 2013 and how we
intend 1o mplerment our policy n the future twhich will be subject to an
adwisory shareholder resolution of the forthcoming AGMI

Performance and reward for 2013
As descnbed in the Strategic Report 2013 was another year of robust profit
growth despite continuing demanding economic conditions

The resulls demonstrate the ability of our business to continue fo deliver
profit growth in diificult market conditions and, 1 particular, the strength of
the Group's sirategy, focusing on innavafion and brnging high margin
products to market, and the effectve leadership of our dynarmic
management leam

The Remunerction Committee (the “Committee’} consider the remuneration
paid o our management teamn o fairly reflect ther performance dunng the
year The annual bonus did not pay oul for 2013 performance and the 2011
Lang Term Incentive Plan {L7IP) and Bonus Co-Investment Plan {BCIP)
awards perfarrnance targets were metin full in so far as they reloted to
Earnings Per Share (EPS) reflecting growth of 50 2% over The lhree year
penod ended 31 December 2013 The 50% of the LTIP awards based on
tolal shareholder return were partially met with the return of 74 9%
resulting in Crodo beng ronked 78th out of the 204 comparator
companies over the same fhree year performance penod to gve an
addional 31 8% vesting of the fotal awards
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Remunerahon Policy for 2013

The Committee considers that our current remuneration policy of paying
compehtively against comparable internationol busmesses with an
incentive structure weighted towards long-term performance continues
fo serve the business well

However, executive remunerahon has been the subjectof a
comprehensive review in 2013 as part of a Group-wide review of
remuneration The Commutlee considered the conclusions of the wide
reaching internal review at the same tme as developments in investors’
best practice expectations and the fact that our current long-term incentive
plans are due to expire in 2015

The key conclusions of the review included that while our model remained
broadly fit for purpose with a substanhiol preportion of the totdl package
weighted towards long-ferm performance a number of modiicalions
should be made to bnng the package info line with current Investors best
praciice expeciotons These ncluded () foughening our approach 1o
deferral of annual bonus i} simplifying our long-term incentive structures
so that only o single plan wall operate in future () infreducing a mINMUM
holding penod for future vested long-term incentive awards and

(vl Increasing our execulive share ownership requirements

Clowback provsians remain part of our on-going future policy since this
aspect of current policy 1s already fully aligned wath investors” best practice
expectatons and provides alignment between executives and
shareholders

In relanion to our revised policy, the Committee 1s comioriable thas the
arrangernents motivate the nght types of behaviour across the executive
population and do not nadverenily encourage undue nisk taking

Shareholders’ views

The Committee continues to fake an active tnterest In shareholders’ views
and developments in ‘best praclice’ gudance For example, @ number of
the changes to be made to our current policy refled recent developments
In bast practice, such as the adoption of a minimum holding penod for
vested shares and the simplification of the Company s long-term incentive
plans

In relation i our 2013 remuneration sfructure, no major Issues were raised
by the vasi majonly of shareholders atlost year s AGM and the structure
receved arca 98% support frorn the Company's voting shareholders

The Commuttee will continue fo take the views of shareholders info account
when seting remuneration policy n fuure yeors

On behalf of the Board, 1 would lke to thank sharehotders for their
confinued support

The Comiutiee looks forward to your support of our revised remuneration
pohcy at the forthcoming AGM

Stanley Musesengwa
Chairman of the Remunerahon Commitiee
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Policy Report

This part of the Directors’ Remuneration Report sefs out the remuneration policy for the Group and has been prepared in accordance with The Large and
Medium-sized Compantes and Groups {Accounts and Reporis) lAmendment) Regulations 2013 {the Act)

The policy has been developed taking info account the principles of the UK Corporate Governance Code 2012 ['the Code’l and the views of our major
shareholders and describes the policy to be applied in relation to the current financiol year and fulure finanaal years The Policy Report wall be putto a
binding shareholder vote af the 2014 AGM and, subject to 4 recering majonty shareholder support will be effective mmediately from the date of approval
for the purposes of complying with the Act e the Effective Date will be the AGM datel In practice, however the Comnnitiee infends to apply the policy
detailed in the Policy Reporl from the beginning of 2014 and throughout the three-year period that commences from the Effective Date

Overview of the Remuneration Policy

The key objectives of Croda's execulive remuneration policy are

+ To set remuneration structures that are simple and eastly communicaled to employees and stakeholders

* To support a high performance culture through seting stretching performance targets that ore linked to the Key Performance Indicators [KPs) of the
Group which are structured so that they do not encourage undue financial or eperational nsk-taking or give nse fo environmenial social or governance
nsks by madvertently motivating rrresponsible behaviour,

» To ensure a balance between fixed and performance related remuneration wath substanhial weighting in the overall package on vaniable pay related fo
objective measurement of the finanaial performance of the Group

» To give full consideration to the relevant prinaiples on directors’ remunerahon sef outin the Code, and

= To ensure that iIndmdual rewards and incentives are comnparable with those provided by similar companies having regard to the Group's turnover,
business sector and market worth and the need for skills to manage international businesses

Following a review of remunerction against the above principles dunng In light of the revstons to the long-lerm incendive struciure, tougher

the year, a number of changes were made to the remuneration policy EPS performance targets wall apply than those operated for awards

1o align current practices wath the Group's reward obiechves A granted in receni years Relative Totol Shareholder Return (TSR)

summary of the changes is sel out below with full details following in performance targets will continue to determine veshing of part of

the fable future awards

1 Ahigher annual bonus opporiunity for the Group Chief Executive In relahion fo both the EPS and TSR fargets, a lower proportion of the
1125% of salary from 100% of salaryl has been inlroduced Mo fotal award wall vest in future years for threshold performance [25%
change 1o the bonus opportunity for ofher Executive Directors has as opposed to 30%! than has been the case histoncally In addhion a

general financial underpin has been mireduced that will enable the
Commitiee to reduce the EPS and/or TSR vesting result in the event
that the Commuitiee does not consider this to be reflective of the
undertying financial performance of the Group over the performance
penod

4 Future awards granted under the new PSP will be subject to a
minimum holding period on vested shares This will result in a
minmmum holding perod of one-year applying fo long-term incentive
awards granted in 2014 and a two-year holding penod appiving to
awards granted thereafter, ensuning the incentive dnves iruly long
term thinking and behaviour amongst our semor executives

taken place

2 The opproach fo deferral of part of annual bonus has been revised
from bonus earned above 50% of salary, 1o 33% of any annuct
bonus eamed This reduces the amount of cash receved by
executives at lower levels of performance vis-8-vis our previous
deferral structure

3 Smplification of the current long-term incenfive arrangements bui
with no increase to overall potentiol quantum Our revised policy will
resuft in only a single Performance Share Plan (PSP} operaling
tsubject 1o shareholder approval at the 2014 AGM} as opposed to our

histonc approach of operating a (1P and o BCIP 5 Higher sh " del " e a1 200% of slary |
igher share ownership guidetines will operate a of sciary for

Histoncally awards of up to 300% of salary were permitted under the 1throup Chuef Execuheegund 150% of su';):ry for other Execuhvery

2005 (TP and 2005 BCIP, although in praciice awords were restncted Direclors [up from the current 100% of salaryl

fo a combined 200% of salary The new PSP will permit awards of up

10 200% of salary in normal arcumstances {300% in exceptional The current rewisions are considered appropriate fo befier suppont

crcumstances such as to compensate In a recrutment sthsation for the Group’s curent stralegy and phase of development and take

awards forfeited on jpining the Companyt due accounl of recent developmenis with investors’ best practice
expeciolions
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The table below sets out the main components of Croda s Remuneration Policy

Link to Strategy Operation Maximum Opportunity

Basic Salary

To assistin the Reviewed annually wath increases effective | Salanes for 2014 are as follows
recrutment and from 1 January

retention of uigh
calibre execulives

Bose salanes will be sef by the Commitiee
taking into account

* The performance and experence of the
mdmdual concemed

* Any change in responsibiliies

* Rates of pay ininternational
manufactunng and pan-sector
companies of a comparable size and
complexity

* Pay and employment conditions
elsewhere in the Group

« Rates of infiation and market wide wage
increases across inlernational locations

* The geagraphical iocation of the
Executive

* Group Chief Executive £600 000
* Group finance Dwector £369,732
» Chief Technology Officer £295,610

The above salary levels will be eligible for ncreases under the Remunercation
Policy during the three yeor penod from the Effectve Date

Duning this ime, salanes may be ncreased each year in percentage of salary
terms)

The Commuttee will be guided by the salary increase budget setin each
geography ond across the workforce generally

Increases beyond those linked 1o the geography of the Executive or the
workforce as a whole (in percentage of salary ferms] may be awarded in
cerlain arcumstances such os where there s a change in responsibility
expenence or a significant ncrease in the scale of the role and/or size value
or complexity of the Group

The Committee retains the flexibility o set the salary of a new hire at a discount
fo the market level inihally, and to implement a senes of planned increases in
subsequent years, in order to bnng the salary fo the desired posihoning,
subject to ndmdual performance

Framework used o assess performance and for the recovery of sums pad
The Committee considers indvidual salanes at the appropriale commitiee meeting each year taking due account of the factors noled in operation

of the salary policy

Benefits

To provide The Group typically prowides the following in 2013 the maximum cost of providing benefits hased on laxable value of the
compelitive benefils benefits) was resincted lo 7 25% of salary

benefn's '01 oct « Company car lor cash allowance) Cost of benalits 1s not pre-determined and may vary from year lo year based on the
as a retenfion . cost to the Grou

mecharism and Privale fuel allowance p

reward senice + Health and other insured benefits

+ Other ancilfary benefits, including
relocation expenses/arrangements las
required)

Additional benefils might be provded
from time to ime {e @ 1IN arcumstances
where an Executive Direclor 1s recruiled
from overseast The Committee will
consider whether the payment of any
addilional benefits 1s appropniate and in
ne with market prachce when
defermining whether they are paid

Framework used to assess performance and for the recovery of sums paid

None
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Uink to Strategy Operahon Maximum Opportunity
Performance Share Plan
To Incentvise and The Performance Share Plan {P5¢7) Nomal maximum opporfunity of 200% of salary
reward the provdes for awards of free shares li e In excephonal circumstances e g recrutment], awards may be granted up fo
execution of erher condifional shares or ni-cost 300% of salary to compensate for value forfetted from a previous employer
the business ophons) normally made annually which
strategy over vest affer three years subjeci 1o continued
the longer term service and the achievement of
Rewards challenging performance conditions
sustained growth Shares {on an after fox basis) are subject
n (] profit and 10 g one-yeor post-vesting holding penod
() shareholder for awards granted in 2014 and o
value two-year post-vesiing holding penod for
awards granted in subsequent years
The Committee have the discrefion at
grant of an award to permit awards fo
benefit from the dwdends paid on shares
that ves!
Framework used to assess and for the recovery of sums paid

Granled subject 1o a blend of challenging finanaialie g EPS}and folal shareholder refurn performance largels fesled over three yeors

25% of awards will vest for threshold performance with full vesting taking place for equaling, or exceeding, the maxmum performance targels Ino
awards vest for performance below threshold) Vesting 1s also dependent on satisfactory undertying financiat performance of the Group over the
performance period Subject 1o potential clawback in the event of a matenal misstalernent of resulls or senous misconduct The clawback provisions
will operate for a three year period following the date on which the awards vest

All-Employee Share Plans

Encourages
long-term
shareholding n
the Company

Provides all
employees with
the opportunity fo
hecome
shareholders in
the Company on
similar terms

Penodic mwitations are made fo parliapate
in the Group’s Sharesave Plan and Share
Incentive Plan

Shares acquired through these
arrangemenis have significant tax
benefis in the UK subject fo sahisfiing
certain HVIRC requirernents

The plans can only operate on an all
employee basis The plans operate on
similar terms but on a non-tax favoured
basis outside the UK as appropnate

The maxamum partcipahion level (for UK-based employeeshis as per HARC
hmits Isee Annual Report on Remuneration for current maximum limifs)

Framework used fo assess performance and for the recovery of sums paid
There are no post grant performance fargets applicable to these awards
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Pension
To provide Penston benefits are typically provided Defined benefil pension with up 1o 1760th accrual up 1o a capped salary of
compelitive either through i porhcipation inthe £150,000 as of Apnl 2014 plus cash allowance of up 1o 25% of salary above
long-term Groups defined benefit pension planwith | the cap
refirement benefit a cash supplement provided above any or
Toaciasa pension salary cap or {il a cash
relenlion supplernent prowded in ieu of pension Cosh allowonce of up lo 25% of salary
mechanism and Only basic salary 1s pensionable
reward service

Framework used to assess performance and for the recovery of sums paid
None

Performance Related Bonus

To incenfvise and Compulsory deferral of one-third of any * Group Chief Executive 125% of salary
reward the bonus paid info shares for three years + Other Executive Directors 100% of satary
delivery of the The balance of the bonus is paid n cash
Group’'s key
annual objectives
To contribute to
longer-iem
alignment with
shareholders

Framework used to assess performance and for the recovery of sums pad

Details of the performance measures used for the current year and fargets set for the year under review and performance against them 1s prowded In
the Annual Report on Remuneration Bonus wall be fully (or largely) based on a challenging range of finanaat targels set in line wath the Group’s KPIs
tfor example, Income growth fargels) The Commutiee has the flexibility to include, for @ minonty of the bonus targets refated 1o the Group's other KPIs
where fhis 1s constdered appropniate For each objeciive set bonus starts to accrue once the threshold farget 1s met (0% payablel nsing ona
gradualed scale to 100% for out-performance The Committee has the flextbility fo take health, safety and ervironmental performance info
consideralion when determining the aciual overall leve! of Indmdual bonus paymenis and it may reduce the bonus awards of i considers it
appropnate fo do so Bonuses paid are subjed to potential clawback in the event of a matenal missialement of results or serious misconduct The
clawback provisions will operate for a three-year period foliowing the date on which the bonus s paid
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Bonus Plan and LTIP Policy

The Commifiee will operate the annual bonus plan PSP and all-employee
plans according to their respective rules and in accordance with the Listing
Rules and HMRC rules where relevant The Committee retains discretion,
consistent with market prachce 1n a number of regards to the operation
and adminisiration of these plans  These include the following {albeit wath
quantum and performance targets resincled io the descriptions detalled in
the preceding policy table)

« Who partiespates in the plans

* The ttming of grant of award and/or payment
s The size of an award and/or payment,

* The determination of vesting,

* Dealing with a change of conirot (e g the fiming of testing performance
fargets) or restructuring of the Group,

* Determination of a good/bad leaver for iIncentive plan purposes based
on the rules of each plan and the appropriate freatment chosen,

* Adjusiments required in cerlain arcumstances (e g nghts issues,
corporate restruciuring and special dwvidendst and

« The annual review of performance condiions for the annual bonus ptan
and PSP from year 1o year

The Committee also retains the abilify fo adjust the targets and/or set
different measures and alter weightings for the annual bonus plan and 1o
adjust targets for the LTIP if events occwr fe g matenal divesiment of a
Group business} wiich cause it fo determine that the condiions are no
longer appropriate and the amendment is required so that the condiions
achreve therr onginal purpose and are not maltenally less difficult to salisty

All bestonic owards thal were granted but remain outstanding [defaded on
page 69 of the Annual Report on Remunerahont remain eligible to vest
based on therr onginal award terms

Shareholding gudelnes
The Committiee operates share ownership guidelines which apply 1o ali
Execuiive Directors and members of the Group Executive Committee

Akey conclusion of the review of Executive remuneration undertaken in
2013 was that the current share ownership guidelines should be increased
to further align the interests of Executives with shareholders As a result the
Group Chief Executive will in future be subjed fo a share ownership
guidedine of 200% of salary {previously 100% of salaryl and other Executive
Directors of 150% of salary lalso previously 100% of salary]

i11s expeacted that the rewsed guideline will be met within o five-year ime
period from its adophion [or date of joining for new appointments) through
a combination of share purchases and the retention of incentive shares
On the exercise of Sharesave options or the veshing of awards from the
Company’s long-term incentive plans, Execulives are required fo refain
shares awarded represeniing 50% of the net of fax gan untl the
ownership target s met or exceeded

Choice of performance measures and approach to target sething
The performance meilrics that are used for annual bonus and long-term
incentive plans are a subset of the Group's KPIs

Under the annual bonus plan, an underlying profil-based objechive such as
income growth will be used as the prmary performance metnc Such a
measure will be used as it tooks 1o reward two KPts thot are used within
the business namely the growth in underlying profitability and the efficient
use of working capital Other meincs based on the Group’s KPis may be
used in the future where i 15 felt that they provide clear alignment with the
evolving sirategy of the Group In any evenl, the achievernent of profitable
growth whilst ensuning that efficient management of capital is fully
encouraged and will be central to the Commuttee’s dehberations

In terms of long-ternn performance targets, PSP awards vest subject to

il challenging EPS growth targets that are aligned with the long-term levels
of earnings growth targeted by the Group and (1) relative TSR 1argets which
provide clear alignment of inferests between shareholders and executives

Targels are set based on sliding scales thai take account of internat
planning and externat market expectations for the Group Only modest
rewards are available for delivering threshold performance levels with
maxirnum rewards requinng substanbal out-performance of the
challenging plans approved at the start of each year

No performance targets are applied fo the all-employee plans which are
amed at encouraging broad based equity ownership

Further details of the anniral bonus metrics fo be used for 2014 are set out
in the Annual Report on Remuneration The fargets for awards to be
granted under the PSP in 2014 are consistent with the policy set out above
and are also set out in the Annual Report on Remuneration

How Executve Directors” Rermunerahon Policy relates to the wider Group
The Remuneration Palicy provides on overview of the structure that
operates ior the Group Exacutive Directors and those senior Executives
forrmung the Group Executive Cornmittee (noting, however, that there are
some differences in PSP participation and levels of quantum wathin this
group)

The Commitiee Is made aware of pay structures across the wider Group
when setting the remuneration policy for Executive Directors The key
difference is that, overall, the remuneration policy for Executive Directors 1s
more heawly weighted iowards vanable pay than for other employees

Base salanes are operated under the same policy as detaled in the
Remuneraiton Policy table with any comparator groups used as a
reference point being couniry and/or indusiry specific The Committee
considers the general basic salary increase for the broader Group and in
particular the UK based employees when determining the annual salary
review for the Executive Directors

The perforrmance related bonus scheme operates on o fiered basis from
125% of salary down fo 30% of salary across the most senior global grades
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Outside of the most senior iers of Executives, the PSP 1s not operated as this arrangement is reserved lfor those anticipated as having the greatest potenticl
1o influence Group level performance

However, the Commitiee believes in vader employee share ownership and promotes this through the operation of the HWMRC tox approved all-employee
share schemes which are open to all UK employees Other similar share schemes are offered in other yunsdichons where local secunties lows allow

How the views of employees are taken into account

The Company, in ine with current market practice, does not actively consull with employees on Executive remuneration The Group has a diverse
workforce operating globally in 34 different countnies, with various local pay practices, which hinders effective consultation and so the Group Vice
President, Human Resources updales the Commutiee penodically on feedback received on remuneration praciices acress the Group

The Committee takes due account of remuneration structures elsewhere in the Group when sefiing pay for the Executve Directors {for example
consideraiion is gven 1o the overall salary increase budget and the incentive structures that operate across the Groupl

How the views of shareholders are taken into account

The Remuneration Commitiee considers sharehofder tfeedback received in relation 1o the AGM each year and guidance from shareholder representative
bodies more generally This feedback, plus any additonal feedback receved dunng any meetings held with shareholders from tme to tme, 1s then
considered as part of the Committee’s angoing review of remuneration policy

Remuneraton scenanos for Executive Directors

The Group s pohcy results in a significant proportion of remuneration received by Executive Direclors being dependent on Group performance The
graph below illustrates how the tolal pay opponunities for the Executive Direclors vanes under three different performance scenanos below targel,
on-target and maximum When revewing the graph, it should be noted that it has been prepared based on the policy detalled above and ignores,
for simplcity, the potential impact of future share price growth

Rewoard scenorios
3,000
B roedPay
2 500
B Annual Bonus
2,000 B tong-Temn Incentives
1,500 £1.4%

% £1,026 —
1000 0
£494
500 £374
100%
; =
o g Mo Rl e Mewm ol gy Mown
Group Chef Executive finance Director Chief Technology Officer

Assurnptions

Below target = frxed pay only (base solary benelits and pension,

On-target = 50% payable of the 2014 annual bonus and 62 5% vesting of the 2014 PSP awards and
Madmum = 100% payeble of the 2014 annual bonus and 100% vestng of the 2014 PSP awards

Solary levels lon which other elements of the package are calculated) are based on those applying on 1 anuary 2014 The volue of taxalle benefits i1s based on the cost of
supplying those benefits las disclosed on poge 651 for the year ending 31 December 2013 Tha pension volue s based on the assumplions used 1o value pensions for the
emoluments table ks disckosed on page 651 The Execulive Drectors can participate in the all-employee share plans on the same basis as other employees The value that may
be recerad under these schemes s subject to lax approved mits For simplicily, the value that may be recenved from pariipating in these schemes has been excluded from the
graph above
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Recrutment and Promotion Policy
For Executive Director recrument and/or promotion situations, the Commitiee will follow the guidelines outlined below
Remuneration
Element Policy
Base Salary Base salary levels will be set in accordance with the Group’s remuneration policy, taking into account the expenence and
cabbre of the indmdual (e g typically around market rates prevalent in comparues of comparable size and complexityl
Salary levels may be set below this level (e g if the Indnduaol was promoled 1o the Board)
Where f1s appropnate lo offer a below market rate of pay inmally, a senes of increases to the desired salary poshioning
may be gven over the proceeding few years subject to indmvdual performance
Above market salanes may also be offered if the expenence and cdlibre of the candidate 1s considered fo sty such an
approach being faken by the Committee
Benefits Benefits m accordance wilh the current policy In addition, where necessary, the Committee may opprove the payment of
relocation expenses to facllitate recrutment
Pension A Company pension contrbution or cash supplement m accordance with the current policy
Annual Bonus The annual benus would operaie in accordance with the current policy i terms of the maximum opportunity and
performance targets, albeit pro-rated for the pencd of employment
Any increases in ongoing annual bonus oppartunity above the normal policy ienit will be contingent on the Company
recemng shareholder approval for an emendment 1o 11s approved policy
long-Termincentves | Share awards will be granted in accordance with the current policy An award may be made shertly after an appointment
{subject fo the Company not baing in @ prohibited period]
For an infernal hire, existing owards would continue aver therr onginal vesting pened ond remain subject to their terms os
at the date of grant
The moximum on-going annual award level 1s as per the current policy
Buy-Out Awards In the case of an external hire and In exceptionat arcumstances, if it 1s necessary 1o buy-out incentive pay or benefit
arangements twhich would be forfeiied on leaving the previous employer) this would be provided for taking into account
the form Icash or shares), iming ond expected value {| e likellhood of meeting any existing performance criena) of the
remuneralion being forfeited
Replacement share awards, if used, will be granted using the Company’s exising share plons within the imds defailed in
the current palicy table to the exdent passible, although awards may also be gronted outside of these schemes If necessary
and as perrnitied under the Listing Rules

Drrectors’ service contracts and payments for loss of office
Executive Directors’ senace contracts are ferminable by the Company an
up 1o one years notice and by the Director on at least six months’ notice

In respect of fermunation, the Commuttee’s policy 1s fo deal with each case on
s ments i accordance with the low and any further policy edopted by the
Comrmittee at the ime In the event of early termunation, other than for
cause, the relevant Director’s then cument salary and contractual benefits
would be taken into account in calculating any lability of the Company For
clanficahon, the Company's policy 1s that no enfilement to unearned bonus
will be taken into account when determining paymenis on early lermination

The pnnoipal contractual benefiis prowided in addition 1o salary are the
provision of a car or car allowance private fuel, pension medical

insurance and life assurance Annual bonuses and long-term incentives
are non-confractual and are dealt with in accordance with the rules of the
relevant schemes

The Commuttee’s policy 15 also for contracts 1o contain provisions which
enable it to termunate contracts at any time wath immediate effect The
Executive Director would be entifled 1o receive compensation equivalent fo
up fo twelve months salary plus the value of their pension benebits
{currenity valued al 20% of basic salary} and the value of olher benefits
payable in equal monthly instalments over the full nofice penod or if less,
the remainder ol any notice penod not yet completed Such paymenis
would discontinue or reduce 1o the exlent that alfernative employment 1s
obtaned
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An Executive Director's service confract may be terminated wathout nohice for certain events such as gross miscondudt No payment or compensation
beyond sums accrued up 1o the date of termination will be made f such an event occurs

Other than n the event of a redundancy, retrement or ather good leaver circumstances at the discretion of the Commitiee, no bonus may be poyoble
unless the ndmdual remains employed and 1s not under nofice at the payment date In the event fhat an indmdual does cease employment for one of the
good leaver reasons defalled bonuses would become payable pro-rata based on the number of complete calendor months worked in the relevant year
The policy for a new hire would be based on terms that are consistent with these provisions

The freaiment for share-based incentives previously granted 1o an Execulive Director will be defermned based on the relevant plan rules The default
treatrent will be for outstanding awards 10 lapse on cessation of employment tn refation {o awards granted under the Company’s long-term incenfive
plans, in cerlain prescnbed crcumstances, such as injury or disability redundancy, ransfer or sale of the employing company, retrement wath the
Company's agreement or other crcumstances at the discretion of the Committee {reflecting the arcumstances that prevail at the imet good leaver” stalus
may be applied If freated as a good leaver, awards will be eligible to vest subject to perfermance condiions which will be measured over the
performance penod from grant o the normal vesiing date, and which will be reduced pro-rato tunless she Committee consider if inappropnate lo do so)
1o reflect the proporticn of the performance penod actually served

External appointments

Execulive Directors are permited 1o accept exlernal non-executive appoiniments with the prior approval of the Beard 1115 normal prachce for Executive
Directors to relan fees provided for non-executive appainimenis

Non-Executive Directors’ letters of appomtment
The Charrman and Non-Executive Directors have lefters of appoiniment for an indial fixed term of three years subject to earher termination by erther party
onwrniften notice In each case, his term can be extended by mutual cgreement

The Non-Executive Directors have no entitlement fo conlractual fermination payments
The dates of the intal appamtments of the Non-Executive Direclors are set out in the Annual Report on Remuneration

Non-Executive Directors’ Fees
The policy on Non-Execulive Directors’ fees is

unk to Strategy Operaton Mmamum Opportumty

Fees

To provide @ The fees for Non-Executive Direciors induding the Chairman} are lypically Fees for 2014 are

competitive fee reviewed every two years « Chairman £200,000

:;]m‘Chr‘]’“"hUmlag Fee levels are set by reference fo the expected fime commiiments and » Non-Executive Director base fee
gsed '91 ﬁlh‘ e responsibility, and are perodically benchmarked against relevant market £52 000

indmduals who, h qa fe reflect ture of th ’

hrough thor comparaiors as appropriate reflechng the size and nature of the role « Senior independent Direclor £7 000

expenence, can
further the inlerests
of the Group
through ther
stewardship and
contnbution to
sirategic
development

The Charman and Non-Executive Drrectors are paid an annual fee which is
paid monthly in cash and do not participate in any of the Company’s incenlive
amangements of receve any pension provision

The Non-Executive Directors receve a basic Board fee with additional fees
payable for charmanship of the Company’s key Commitiees and for
performing the Senior independent Direclor role

All Non-Executive Directors are rembursed for fravel and related business
expenses reasonably incurred in performing thetr duties

The Committee recommends the remuneration of the Chairman to the Board

The Charman's fee 1s determined by the Commuittee idunng which the
Charman has no part in discussions) and recommended by them to the
Board The Non-Executive Dirediors’ fees are deterrined by the Chairman and
the Executive Directors

Framework used to assess performance and for the recovery of sums pad

None

* Chairman of the Audit Commitiee
£10,000

« Chairman of the Remuneration
Committee £10,000

The above fee levels will be eligible for
mcreases dunng the three year period
that the Remuneration Policy operates to
ensure they continue fo appropnately
recognise Ihe ime commitment of the
role increases fo fee levels for Non-
Executive Direclors In general and fee
levels in companies of a similar size and

complexiy
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Annual Report on Remuneration (Unaudited Information}

This part of the report has been prepared in accordance wath Part 4 of The
Large and Medium-sized Companies and Groups (Accounts and Reportst
{Amendment) Regulations 2013 and 9 8 8R of the Listing Rules The Annual
Remuneraton Repor will be put to an adwsory shareholder vote at the
2074 AGM The information on pages &5 1o 71 has been audited

The Role of the Remunerchon Committee

The Committee reviews and approves the annuok salanes incentive
arrangements fincluding setting the performance targets and payments/
vesting events} service agreements and other employrent conditions of
the Executive Directors and certain members of the Sentor Executive
Managemeni team designated by the Board The Commiftee has
defegated responsibility for sefiing the remunerahon of the Chairman The
full terms of reference of the Commitiee are published on the Company's
websile iwww croda com}

Membership and operahon
The Committee compnses all Non-Executive Directors including the
Charman and 1s chaired by Stanley Musesengwa

Members and attendance (ehgibility) at meetings held
during the year ended 31 December 2013

Key Committee actvihes dunng 2013
* Defermining and agreeing with the Board the remuneration policy for the
Executive Directors,

» Overseeing the Executive led root and branch review of remuneration
and incentivisation throughout the Group,

« Undertaking a review of Executive remuneration

» Sefting 2014 Execulive Director salary levels,

» Determining annual bonus awards in respect of 2012 performance
» Finalising the annual bonus plan terms for 2013,

« Testing of performance targets for the Company’s 2010 long-term
incendive awards,

« Defermining 2013 long-term incenive award levels the associated
performance targets and granting the awards,

« Considenng the corporate governance environment and the newty
enforced regulotory changes to voling and reporting on Execulive
Directors’ remuneration and

* Noting remuneration frends across the Group

Statement of shareholder voling
Atlast year's AGM, the Directors Remuneration Repor received the

Meefings during the year 4 following voles from shareholders

Alan Ferguson 444

Martin Flower 24 Votes cast in favour 82,994,568 97 76%

Stanley Musesengwa (Chairmanl 44) Voles cos! agamst 1894,930 223%

Nigel Tumer 444 Discretion fo fhird party 5,840 001%

Steve Willarms 44 Total votes cast 84,895,338 100 00%
Abstenfions 785 408

The Committee inviles indmduals to atiend meetings to provide advice so as
to ensure that deasions are informed and icke account of pay and
conditions In the weder Group Dunng 2013 these indwiduals induded other
directors and employees of the Group, including Steve Foots (Group Chief
Execuive), Samantha Brook (VP Human Resources), Graham Myers {Group
Financial Controller} and Tom Brophy (Group General Counsel and
Company Secrefary)

External advisers to the Remunerahon Committee

New Bridge Street {part of Aon plc) was relained as the appointed odwser o
the Committee during 2013 to provide independent advice on remuneration
policy and practice Mew Bndge Sireet has no connection wath the Company
other than in the provision of adwvice in relation 1o Executive remunerahion
and Non-Execulive fees Another subsidiary of Aon plc, the ulimate parent
company of NBS, provides insurance broking services to the Group The
Comritiee I1s corforiable that no conflicts anse out of these relatonships
The total fees paid 1o New Bndge Street in respect of is services dunng the
year were £71,750+VAT New Bndge Streel is a signafory fo the
Remuneration Consuliants Group Code of Conduct

The Commutiee regulary reviews the external adwviser relationship and 1s
comforiable that the advice 1 15 recemng remains objective and
independent

Dunng the year the Commitiee engaged with the Company’s major
shareholders in relaticn fo the proposed chonges to Executive
remuneration

The feedback received was very supporive of the stmplification of our
executive pay model However as aresult of feedback from a number of
investors. the Commuittee have

+ Iniroduced a general finanaial underpin fo the PSP fo enable them to
reduce the EPS and/or TSR vesting result in the event that they do not
consider these to be reflective of the underlying financial performance of
the Group over the performance pertod and

+ Reduced the perceniage of owards that will vest for threshold
performance from 30% to 25% wath full vesting taking place for equalling,
or exceeding the maximum performance targets ino awards vest for
performance below threshold)

The Committee have resolved o keep the incentive plan performance
condifions under review and enter into approprtate diologue should v be
considered appropnate fo refine them as the Groupss {ulure strategy
evolves dunng the three-year policy pened
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Implementaton of Remunerahon Policy for year ending 31 December 2014
Basic Salary

The Execuhve Directors base salanes were reviewed dunng the final
quarter of the finanaial year ending 31 December 2013 The Commiliee
took account of progression in the role as well as a consideration of each
indndual's developing respensibiliies performance skills and expenence
The Committee also considered the wader pay levels and salary increases
being proposed across the Group as a whole

Executivo Salary as ot 1 Salkary as at 1

Director Janvary 2014 January 2013 Increase
Steve Fools £600 000 £550,000 91%
Sean Chnstie £369,732 £360,714 25%
Keith Layden £295,610 £288,400 2 5%

The increase In salary for Steve Fools, consistent wath the Company's policy
represents part of the phasing of the indmdual's salary towards an
appropriate market rate following his prometion to Group Chief Executive
ot the beginming of 2012 On appointment, his salary was set at around the
lower quartile of appropnate market benchmarks The increase m 2014 1s
the second step In the process of achieving o market competitive level of
base salary with the Committees infention being 1o review salary each
year, based on performance in post, with o view fo achieving an
appropnate salary posihioning

The increases awarded fo Sean Chnstie and Keith Layden were consistent
with the fypical range of safary increases awarded across the Group and
reflect the indivduals contnued performance

Pension

Croda has a number of different pension plans in the countries in which it
operates Pension enfitlements for Crodas execulives are tailored to focal
market prachce, the lengih of service and age of the parhiapants The
pnncipal pension plan n the UK s a defined benefit scheme which
provides o pension based on a proporhion of final salary wath a salary cap
imposed from 6 Apni 2011 onwards A salary supplement m lieu of pension
provision above the salary cap now applies

The Company 1s flexible in the manner in which pension prowision 1s made
for Executive Directors with the aim of balanang the needs of the Director
against the lability of the Company Hence it makes contnbutions by direc
contnbution to the Croda defined benefit pension scheme {"CPS and/or by
way of a cash supplement in lieu of pension benefits 1o enable the funding
of personal pension arrangements

Steve Foots’ Pension Provision

Steve Foots accrues pension benefits under the CPS wath an accrual rate of
1760th and an entifernent to retire at age 60 From 6 Apnl 2011 onwards
pension benefits accruing are based on a capped salary of £187 500 (the
cap will reduce to £150,000 from Apnl 2014} If Steve Foots retires before
age 61, o reduction will be apphed to the element of his pension occrued
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after 5 Apnl 2006, and if he retires before age 60 a reduciion wall also be
applied 1o the element of tus pension accrued before 6 Apnl 2006, unless
in either instance he I1s retinng al the Company’s request In the event of
death, a pension equal 1o two-thirds of the Cirector s pension would
become payable to the sunaving spouse Steve Fools’ pension in payment
1s guaranieed fo increase in line with the rate of inflation up to a maximum
of 10% per annum for benefils accrued pror 1o 6 Aprl 2006, and in line
with inflation up to a maximum of 2 5% per annum for benefits accrued
from 6 April 2006 onwards

Sean Chnshe’s Pension Provision

Sean Chnistie acerues pension benefils under the CPS wath an accrual rote
of 1/60th and an entilement to refire atage 65 from 6 Apnl 2011 onwards,
penston benefits accrung are based on a capped salary of £187 500 (the
cap will reduce jo £150 000 from Apnl 2014) If Sean Chnistie retires before
age 65 a reduced pension is payable unless retinng at the Company's
request In the event of death a pension equat fo 50% of the Direclor’s
pension would become payable to the sunviving spouse Sean Christie’s
pension in payment 1s guaranteed lo ncrease in hne with the rate of
inflaon up to a maximum of 2 5% per annum

Sean Chnshie and Steve Fools are both olso entitled to death in service
benefils from the CPS

The above Execulive Directors each also recerve a cash allowance above a
pension benefit cap of £187 500 This payment relates to a change in
benefi structure that was made with effect from 6 Apnl 2011 and each
indmaduals’ cash supplemenit above the cap was set 1o be cosl neutral to
the Company given defined benefit pension benefifs are no longer
provided above the £187 500 cap as was the case pnor to 6 Apnl 2011
From Apnl 2014 the cap will reduce to £150 000

Keith Layden s Pension Provision

Keith Layden withdrew frorm active membership with effect from 6 Apnl
200 and has a deferred pension with the entittement 1o refire from age 60
However, if he retires before age 61 the penston accrued phior to 6 Apnl
2006 would be unreduced from age 60 and the pension accrued belween
& April 2006 and 5 Apnl 2011 would have a reduchion applied The
elements of his deferred pension increase each year between the date of
hus withdrawal and the date he draws his pension by vanous percenfages
Once In payment, the pension will increase in ine with Retall Price Inflahon
{RPI 1o o maxmum of 10% per annum fer pension accrued pnor to Apnl
2006 and a maximum of 2 5% for pension accrued thereafter He 1s able to
draw this deferred penston with Company consent while continuing in
employment

Keith Layden 1s paid a penston supplement (currently 20% of base salary)
to enable him fo make independent provision for his refirement ond has an
agreement waih the Company to pronde him deathin service benefis
outside of the CPS

Other benefits
Other custormnary benefits such as company cars or car allowances, fuel
allowance and healih benefits are made available 1o Executive Directors

Benefits in kind and bonuses are not pensionable The Commiitee reviews
the ndmdual components and the balance of these cormponents from
time fo ime
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Performance-related annual bonus Furthermoare, the 2014 annual bonus s also subject to dawback provisions

In 2014, the Executive Directors will be eligible to receive a performance-
relaled bonus of up 10 125% of salary [Group Cheef Executive) and 100% of
salary [other Executive Directors)

The bonus scheme for Executive Directors and senior execufives
incentmses and rewards for the delivery of ncome growth Income
growth s the growth in underlying profitability {defined for bonus
purpases as Group EBITDA for continuing operahions before excephional
ems and any charges or credits under IFRS 2 "Share based payments’)
less a nohonal interest charge on working capital employed durng the
year Income 1s measwred after providing for the cost of any bonuses

2014 Performance Targels

For the 2014 finanaal year the bonus structure wall continue 1o operate
on a similar basis to that operated in pnor years The targets operale as a
shiding scale with no bonus becorming payable until the previous year's
income has been exceeded through fo a maxmum bonus becoming
payable for delivery of the maximum target The targets for 2014 are
shown below

which will enable the Committee to recover the value overpaid o an
Executive Director in respect of 2014 performance in the evenl of
misstatement of the Group’s financial resulis an error being made in
assessing the extent to which performance targets were ulimately achieved
or In the event of senous misconduct The dawbadk provisions will operate
for o three-year penod following the date on which the bonus 1s paid

Performance Share Plan ('PSPY)

Confingent upon shareholder approval of the new scheme at the 2014
AGM, the new PSP will replace the Company’s existing Executive long-ferm
incentive plans (1 e the LTIP and BCIP)

2014 PSP Award levels

The maximum normal award bt under the PSP 1s 200% of salary The
quantum of awards for 2014 has been set afier taking due account of [ the
need fo motivate and relain the Executive Directors and other participants
and {i} the challenging noture of the performance targets sel

It1s infended that awerds will be granted at the following levels during 2014
{as nil-cost options)

Level of % of Bonus Executive Director 2014 PSP Award (Multiple of Salary)
Award Income Payable
Steve Fools 200%
Threshold At least equivalent to 2013 actual 0%
Sean Chnste 150%
Maximum 2013 actual plus CPI plus 10% 100%
Keith Layden 150%
Once the level of bonus has been defermined aganst the targets sef at
the start of the year the Committee wall have the flexibility o take health, 2014 Performance Targets

safely and envronmental performance into consideration when
determining the actual overall leve! of ndmdual bonus paymenis and
may reduce the bonus awards if it considers it appropriale fodo sole g
if heqlth, safety and environmental perfermance 1s not considered
satisfaciory during the penod over which the bonus was earned)

The Commitiee considers the range of ncome targets set for 2014 fo be
equally as challenging as the range of targets set for the 2013 annual
bonus

As detailed earlier, one of the key conclusions of the 2013 review of
Executive remuneration was that the exsshng approach to deferring
bonus earned info the Company’s shoares lthe excess over 50% of salary)
should be reworked From 2014, one-thurd of any bonus earned will be
the subject of o mandatory deferral into the Company’s shares for a
penod of three-years This approach is considered fo prowde a clearer
link between the achievement of shon-term objectives and long-term
algnment with shareholders

The Commutiee remains comfortable thot the siructure of the annuat
bonus does not encourage the pursuit of strategies that may involve
inapproprate nisk-laking and that the mandatory deferral of one-third of
bonus into shores prowdes clear aignment wath shareholders and
fosters a longer-term link between annual performance and reward

In common with awards made in por years under the previous LTIP,
awards under the PSP will be subjeci to a performance condifion which s
spiit into two equal separate parts, each with a separate performance
conditon Half will vest dependent on relotive TSR measured agains! the
constituents of the FTSE 350 Index {excluding mvestment truststand half will
vest dependent on challenging EPS growth fargets

The torgets, each tested over three years, are as follows

With regards fo the hall of the oward subject to relative TSR, Crodas TSR
performance 1s compared against that of the conshtuents of the FTSE 350
Index The FTSE 350 Index was chosen as o comparator group as the
Company s a current member and f represents a broad-based index of
companies of a similar size and wath smilar hustoric volatility of TSR returns
to the Company
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The EPS performance targets which will operate on a graduated scale, are
more streiching than those operated for awards granfed in recent years
Furthermore inrelation to both the EPS and TSR targets a lower proportion
of the fotal award will vest for thresheld performance (25% as opposed 1o
30%), than hos been the case histoncally Vesting of each half of the award
15 as follows

TSR Part Vestmg %
Rank of the Company’s TSR

Agamnst FTSE 350

Below medion 0%
Median 25%
Upper quariile 100%
EPS Part

Average adjusted EPS growth

over the three year penod

Below 7% pa 0%
7%pa 25%
9% pa 50%
4% pa 100%

Straught line vesting occurs between these ponts

In addifion to the abeve a general inancial underpin has been infroduced
that wll enable the Committee to reduce the EPS and/or TSR vesting result in
the event that the Commitiee does not consider this to be reftective of the
underlying financial perfermance of the Group over the perfermance penod

For PSP awards granted in 2014 as a minimum the ofter fax number of
vested shares mus! be retained for a one-year holding penod For awards
granted in 2015 and beyond, a two-year holding penod will apply to the
after tax number of vested shares

PSP awards granied in 2014 to Executive Directors will also be subject fo
clawback provisions which will enable the Commiltee to claw back the
value overpaid to an Executive Director in respect of performance durning
the three years ending 31 December 20% in the event of a matenal
rrusstaternent of the Group's finanaial resulls or misconduct The clawback
provisions will operate for a three-year penod following the date on which
the awards vest

All-Employee Share Plans

In ine with the wader UK employee population Execuiive Directors are
imated, on the same terms to paricipate in the HMRC tax approved UK
Sharesave Scheme and the Croda Share Incentive Plan (SIP)

64  Croda Annuol Report & Accaunts 2013

Souraing of shares and dilution

Awards under oll the Group share schernes may be sattsfied using erther
newly issued shares, treasury shares or shares purchased in the markel
and held in the Company's employee benefit trusts

Awards under the Groups discretionary schemes which may be satisfied
by new 1ssue shares must not exceed 5% of the Company's 1ssued share
capital in @ fen year penod, end the total of all awards salisfied via new
1ssue shares under all plans must not exceed 10% of the Compony's 1ssued
share capital in a ten-year pencd

As at 31 December 2013, the headroom under the Company’s 5% and 10%
limits was 152% and 2 50% respectively out of an issued share capital of
139,949,969 shares

Service contracts

Steve Fools, Sean Chnsiie and Keith Layden have service confracts dated 16
September 2010 15 December 2006 and 6 February 2012 respectively
which are terminable by the Cormpany on one years notice ond by the
Director on six months’ nolice

The terms of the Executive Direclors contracts are consistent wath the policy
set out on pages 59 and 60

Chairman and other Non-Executive Drectors’ remunerahon

The fees pard to the Chairman  to the Non-Executive Directors for
charmanship of committees and o the Senor Independent Director were
reviewed In January 2014, with changes taking effect from 1 February 2014
The fee structure for the Charman and other Non-Executive Direclors for
201415 shown in the Policy Report on page 60

For the Charman and each Non-Executive Director whe served during
2013, the effeciive dates of ther letters of appoiniment are shown in the
fable below

Non-Executive Onginal Expiry date of
Director appontment date cumrent ferm
Martin Fower 16 May 2005 28 September 2015
Alan Ferguson 1July 207 30 June 2014
Stanley Musesengwa 7 May 2007 6 May 2014
Nigel Turner 1June 2009 31 May 2015
Steve Willlams 1July 2010 30 June 2016

The Chairmanss term of office was due to expire In September 2013 after
eight years butthe Board agreed that the Chairman's penod of office
should be extended for a further two years to September 2015 at which
nme he will retre from the Board The discussions were led by the Senior
Independent Director who consulted with the other members of the Board
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Annual Report on Remuneration (Audited Information)

Directors’ Remunerahon
The remunerahion of the Executive Directors for the year ended 31 December 2013 payable by Group companies was as follows

Salanes Pension® Annual Long Term
Executive & Fees Benefits® Supplement Pension* Bonus®  Incentives® Other’ Total
Director £ £ £ £ £ £ £ £
Steve Foots 2013 535,000 23,689 72 500 77,909 - 716,108 1,950 1,427,156
2012 485 000" 23,193 62 500 91,500 140,000 559 900 1955 1364048
Sean Christie 2013 360,714 22,928 34,642 66,358 - 945,209 1501 1,431,352
2012 350,208 23,275 32,542 41458 98,058 1,201,700 3755 1750996
Keith Layden 2003 288,400 20,726 57,680 320 - 284,255 1,501 652,882
2012 272,670 18 840 54,750 250 76,276 452,800 3755 879,341
Total 2013 1,184,114 47,343 164,822 144,587 - 1,945,572 4,952 3,51,3%0

* -

-

Steve Foots salary nel of sakiry sacnfice pension coninbutions of £15 000

Benefits include benefit in kind for company car or cash allowonce beneditin kind for private medical insurance: prvate fuel allowonca and for Sean Chrstie the allowonce paid for
the usa of his prvole apariment

Represents the 20% cash supplement paid lo Direciors in 2013 n relation 1o benefits prowded above the final solary pension cap of £187 500 as described on poge 62

For final sakary pensions the amount included 15 the eddional vatue accrued during the year calculoted using HMRC's methodology fos the purposes of ncome tax using a
muthipher of 20

The 2013 bonuses for Executive Directors were calculated by reference ta the amount by which the income for the yeer (os defined in the Policy Repart on page 56 exceeded the
mcome for 2012 calculated on the same basis (the “base sncome’} Bonuses for 2013 are payable agamnst a groduated scale once the 2012 ncome exceeds the base income:

by more than inflalion idefined as the consumer prices Index ICP with maximum bonuses due at CPi plus 10%

Actual ncome i 2013 was £272 9m agoinst a base of £269 7m This represents a growsh sate of 0 6% less than CP1 hence no bonus is payable

The (NP awards made in February 2011 reached the end of ihewr performance penod on 31 December 2013 and vested ai 81 8% of the masmum on 23 February 2014 This level of
vesiing was nggered as a result of ochieving i EPS growih of RPY +39 3% over the thiee year performance penod which was above the maamum forgel of RPY + 24% and thus
resulted in maximurn vesting in resped of this par of Ihe award and fiil a three year total sharehokder refurn of 74 9% which was above median level of the FTSE 250 lexcluding
investment lrusts) over the three year penod which tnggered vesting in respect of 31 8% of this pari of the award The volue of the shares due fo vest on 23 February 2014 has been
estmated ustng the average share price over the final quarter of the 2013 financal year

The BCIP awards made in May 2011 reached the end of thewr performance penod on 31 December 2013 and are due o vest o the maxmurm on 3 May 2014 (subred lo continued
employment to that date) Thes level of vesting was inggered as a result of achievng EPS growth of RPY +39 3% over the three-year performonce penod which wos above the
maxarnum targed of R + 24% The value of the shores due lo vest an 3 May 2014 has been estmaled using the averoge share prce over the final quorter of the 2013 financial year
The figure:in the able for 2013 includes LTIP vatue of £415 732 for Steve Fools £538 442 for Sean Chnstie and £157 563 for Kedh Layden and BOIP value of £300 396 for Steve Foots
406,767 for Sean Chnste and £126,692 for Kerth Layden

Sharesave awards valued as the value of the discount on the date of grant P shares valued using the value of the partnership shares owarded over the year bosed on the overoge
purchase price Jor the year
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The remuneration of the Non Execulive Diractors for the year ended 31 December 2013 payable by Group companies was as foliows

Non-Executive Director Salories & foes Benefits Total
£ £ g

Martn Flower 2013 195,000 504 195,504
2012 170,000 504 170.504

Stanley Musesengwa 2013 60000 - 60,000
2012 54000 - 54,000

Nigel Turner 2013 57,000 - 57,000
2012 53083 - 53,083

Steve Willams 2013 52,000 - 52,000
2012 46,000 - 46,000

Alan Ferguson 2013 60,000 - 60,000
2012 54,000 - 54,000

Total 2013 424,000 504 424,504

BCIP and LTIP awards gronted m 2013

BCIP awards were granied based on Directors investments of bonuses in the Company's shares Any bonus earned above 50% of salary was required fo
be invested info the Company's shares {with this policy changed for 2014 onwards as detailed in the Remunerahion Policy table on page 56 with Executives
able to elect {o defer therr enfire bonus into the Company’s shares To the extent that bonuses were invested in the Company’s shares the Directors were
eligible 1o recewve a BCIP award of equal value to the pre-tax investment of the bonus in the Company's shares The maximum BCIP award was capped at
100% of salary The BOIP awards granted on 30 April 2013 were as follows

Executive Number of BCIP shares Face/mmamum value of % of award vesting ot

Director awarded awards at grant date* threshold (m@umum} Performance period
Steve Foots 5635 £134,154 30% (100%) 010113 -3112 2015
Sean Chnstie 3,945 £93.919 30% (100%) 010113 - 3112 2005
Kesth Layden 3068 £73,040 30% (100%} 0101133112 2015

* Face value/maximurn volue of award calculated based on the first 30 dealbing days of 2013

The 2013 BCIP awards will vest as in prior years, subect to the achievement of a chatlenging shiding scale of adjusted EPS targets in excess of RPA
The range of targets set was as follows

Adjusted EPS growth over Proporhon of award vesting
the three yeor pencd

Less than RA1 + 12% No vesiing
RPI+12% 0%
RA + 24% 100%

Straight line vesting occurs between these poinis
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in addition 1o BCIP awards, Direclors were also eligible to receve LTIP awards up to a value of 200% of salary at grant In prackce ITIP awards were
resinicied 1o 100% of salary or less The ITIP awards granted on 26 February 2013 were as follows

Exacutive Number of LTIP shares  Basis of award granted  Face/maximum valuve of % of aword vesting at

Dwactor oworded (% ofsclary)  awards ot grant date® threshold (maemurm) Performance period
Steve Foots 23,102 100% £549,996 30% (100%} 010113 -3112 2015
Sean Chnshe 15,151 100% £360,704 30% (100%} 010113 - 3112 2015
Kerth Layden 8,479 70% £201,862 30% [100%} 010113 - 3112 2015

* Face value/maximum value of award calculated hased on the first 30 decling days of 2013

The 2013 LTIP awards, as In pnor years were subject to a performance condion which 1s spli into two equal separate parts

Half of the award wos subject fo a relative TSR performance condition, comparing Croda’s TSR performance against the constiuents of the FTSE 350
texcluding investment trusts} over a three-year performance penod

The remamning half of the award 1s subject to an EPS growth condition
Vesting under the iwo parts of the performance condihion will take place on the followang shding scale

Rank of the Company’s TSR against the Vesting % Adjusted EPS growth over the Vesting %
FTSE 350 {excluding investment trusts} (TSR parf) three year period {EPS parl)
Below median 0% tess than RPI +12% No vesting
Median 30% RPl+12% 30%
Upper quartile 100% RPI + 24% 100%
Between median and upper quartile 30% - 100% pro rola Straight-lne vesting occurs between these points

Both the LTIP and BCIP. as detaited eartier, will be replaced subjed! to shareholder approval, by the PSP being proposed of the 2014 AGM As a result, no
further awards will be granted under these plans

All employee share plan awards granted in 2013

SiP
Detatts of shares purchased and awarded 1o Execulive Directors under fhe UK SIP are shown int the table betow A brief descnption of the UK SIP ts set out

in note 23 to the Group financiol staternents

SIP shares that  Total unrestricted SiP

Executive SiPshares held  Parinershep shores  Mafchmg shares  Totalsharesheld  become unrestricted shares heid ot
Derector 003 acquwed In year awarded in year 3Nz m the year 311213
Steve Fools 5,358 60 60 5,478 520 4,270
Sean Christie 1922 60 &0 2,042 520 834
Ketth Layden 5358 60 60 5478 520 4,270

Unrestricted shares lwhich are included in the total shares held at 31 December 2013) are those held until there is no longer a tax iabiity if they are
withdrawn from the plan

Croda Annual Reporl & Accounts 2013 67




—

Remuneration Report

-

Sharesave

Details of shares awarded under the LUK Sharesave scheme are sel out below The awards were granted on 19 September 2013 and have an earliest

exercise date of 1 November 2016 and an expiry date of 30 Apnl 2017

Executive Exercise Number held Granted  Total number held
Director price ot 010113 in year at311213
Steve Fools 214p 344 84 428
Sean Christie - 463 - 463
Keith Layden - 463 - 463
Awards held by Directors under the Company’s Share Plans
BCIP
Details of the awards held under the BCIP are sef out below
Number at Number at
Earbest vesting Market price at 010113 Granted Released N
Date of award date date of award {10p shares) n year n year {10p shares}
Steve Foots
29 Apnl 2010 29 Apnl 2013 990p 9,022 - 9,022 -
3 May 201 3 May 2014 1881p 12,358 - - 12358
30 Apnl 2012 30 Apri 2015 2262p 9,026 - - 9,026
30 April 2013 30 Apnl 2016 2474p - 5,635 - 5,635
30,406 5,635 9,022 27,019
Sean Chnstie
29 April 2010 29 Apnl 2013 990p 17,940 - 17,940 -
3 May 2011 3 May 2014 1881p 16,734 - - 16,734
30 Apnil 2012 30 Aprd 2015 2262p 14,747 - - 14747
30 April 2013 30 Apnl 2016 2474p - 3945 - 3945
49,421 3,945 17,940 35,426
Keith Layden
29 Apnl 2010 29 Apnl 2013 990p 5,589 - 5,589 -
3 May 201 3 May 2014 1881p 5212 - - 5Nz
30 April 2012 30 Aprit 2015 2262p 8,622 - - 8622
30 April 2013 30 April 2016 2474p - 3068 - 3068
19,423 3,068 5,589 16,902

All outstanding awards under the BOP were granted as nil exeraise price options To the extent that they vest, they are normally exercisable three to four

years from grant

The performance ctena applying for ol these outstanding awards are as follows
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Awards are subject to an EPS growth target 30% of shares vest for adjusted EPS growth of CP1 + 12%, rising on a sfraight-line basis to full vesting for
adjusted EPS growth of CP1 + 24% Awards from 2012 are subject fo clawback provisions which enable the Committee to recover the value overpaid to an
Executive Director under an award in the event of a matenol misstatement of the Group's financial resulls or misconduct that leads to such matenal
misstalement The clawback provisions will operate for a three-year penod following the date on which the awards vest

me

Details of awards made under the LTIP are sef out below
Market price Number at Number ot
Award pnce* Earbest vesting at date of 010113 Exercised Granted 311213
Date of award Date award 10p shares} in year in year (10p shares)
Steve Foots
24 February 2010 802p 24 February 2013 900p 13,089 13,089 - -
23 February 2011 1535p 23 February 2014 1588p 17,102 - - 17,102
22 February 2012 1929p 22 February 2015 2171p 25,920 - - 25920
26 february 2013 2381p 26 February 2016 2567p - - 23,02 23,102
56,1M 13,089 23,102 66,124
Sean Chnshe
24 February 2010 802p 24 February 2013 900p 28,937 28,937 - -
23 February 201 1535p 23 February 2014 1588p 22,51 - - 22,151
22 February 2012 1929p 22 February 2015 217p 18,154 - - 18,154
26 February 2013 238lp 26 February 2016 2567p - - 15,151 15151
69,242 28,937 15,151 55,456
Kesth Layden
24 february 2010 802p 24 February 2013 900p 12,029 12,029 - -
23 February 201 1535p 23 February 2004 1588p 6,482 - - 6,482
22 February 2012 1929p 22 February 2015 2Mp 10,160 - - 10,160
26 February 2013 2381p 26 February 2016 2567p - - 8,479 8 479
28,6N 12,029 8,479 2510

Al outstanding owards under the (TIP were granted os nil cost ophons To the extent that they ves they are normally exercisable from three o four years from grant

The performance critena applyng for all these outstanding awards ore os follows

50% of the shares ore subject 1o an EPS growth target and 50% jo a relative TSR target TSR for awords made prior 1o 2013 was measured relative 1o the constiuents of the FTSE 250 Index
lexcluding investment trusts| and from 2013 relaive 1o the constituents of the FTSE 350 Index (extluding investment frusts} Under the EPS element 30% of shares vest for adjusted EPS
growth of CP1+ 12% nsing on a straight-Ene basis 1o full vesting for adjusted EPS growth of CPI + 24% Under the TSR element 30% of shares vest for median TSR, nsing on a straight Iine
bosis to full vesting for upper quarlile Awards from 2012 are subject lo ckawback prowsians which enable ihe Commitiee 1 recover the value overpaid to an Executive Direclor under on
award in the event ol a matenat misstatement of the Company's financial resulls or misconduct that leads to such matenal missiclenent The clawback prowsions will operate for a
three-year penod following the date on which awords vest

*Awards based on average mid markel price for the first thirty dealing days of the yeor of grani
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Details of awards made under the UK Sharesave scheme are set out below
Number at Number at
Earfiest o10M3 Granted 31213
Date of grant exercise date Expiry date Exercise price {10p shares} in year {10p shares) |
Steve Foots .
20 September 201 1 November 2014 30 Apnl 2015 1432p 252 - 252 .
21 September 2012 1 November 2015 30 Apnl 2016 1942p 92 - 92 I
19 Seplember 2013 1 November 2016 30 Apnl 2017 2p - 84 84 I
344 84 428
Sean Chnstie
21 Sepiember 2012 1 Novernber 2015 30 Apnl 2016 1942p 463 - 463
463 - 4563
Ketth Layden
21 Seplember 2012 1 November 2015 30 Apnl 2016 1942p 463 - 463
463 - 463

Dunng 2013, the highest mid-market pnce of the Company’s shares was 2816p and the lowest was 2244p The year-end closing pnce was 2457p
The year-end mid-market price was 2454p

Gains made on exerase of share ophons and LTIPs
The gains are calculated according to market price of Croda Intemational Pic ordinary shares of 10p each on the date of exeraise, although the shares
may have been refaned

Execuhve Director Exercsedate  Shares exercised Scheme Exercise price Market price  Gain (before tax)
Steve Focls 29 Apnl 2013 13,089 e Nil 2491p 325997
30 Aprl 2013 9,022 BOP Nl 2474p 223,160

549,157

Sean Chrishe 29 Apnl 2013 28,937 P N 2491p 720,71
30 Apnl 2013 17,940 BGP Nil 2474p 443 747

1,164,458

Keith Layden 30 Apnl 2013 5,589 BOIP NI 2474p 138,244

21 May 2013 12,029 P NIl 2613p 314258 !

452,502

As premously disclosed Wuke Humphrey retired as Group Chief Executive af the end of 2011 and i Ime with the rules of the LTIP and BCIP was trealed as a good leaver Following the
vesling on the 2010 (NP and BCIP owards during 2013 he receved shares o the value of £1 884 479 12012 £2 549 049) and £494 3182012 £65) 484) following thew respecive vesting on
24 February and 2% Apnl

70 Croda Annual Report & Accounis 2013




— ) R 1T —

STRATEGIC REPORT DIRECTORS® REPORT FINANCIAL STATEMENTS OTHER INFORMATION
Our Board
Corporate Governance
Remuneraton Report
Other Disclosures

[

Directors’ inferests in the share caprtal of the Company
The inferests of the Directors (ol of which were beneficiall who held office ot 31 Decernber 2013, are set out in the table below

Legally owned TP owards | BCIP awards | Sharesave sip Total % of sclary
{unvested) {urvested) | funvested) hedd under
sharehokding
guideline
Nl I Rasiricted Unvestricted 311213 | 000% of Sakey)
Executive Director

Steve Fools 14,300 95,670 66,124 27019 428 1,208 4270 213,349 >100%
Sean Christie 220,371 193,688 55456 35,426 463 1,208 834 313,758 >100%
Keih Layden 68,493 64,486 25121 16,502 463 1,208 4,270 16,457 >100%

Non-Executive Director
Marhn Flower 27925 25925 - - - - - 27,925 -
Stanley Musesengwa 15,000 15000 - - - - - 15,000 -
Nigel Tumer 15,000 15,000 - - - - - 15,000 -
Steve Willlams 10,774 10,524 - - - - - 10,774 -
Alan Ferguson 2,500 2,500 - - - - - 2,500 -

There have been no changes in the interests of any Director between 1Jonuary 2014 and the date of this report, except for the purchase o1 10 SIP shares
and 10 matching shares by Steve Foots and Keith Layden dunng January and February 2014 Sean Chnstie purchased 11 SIP shares and 11 maiching
shares dunng the same penod

Pension nghts
The pension nghts that accrued dunng the year in line with the policy on such benefits as sel cut in the Policy Report were as follows

Defined Benefit Schemes

Normal refirement Accrved Single Remunerahon Single Remuneration

date under Pension 2013 Figure 2013 Fgure 2012

Executrve Dwector the CPS £000 £000! £000
Steve Fools 14 September 2033 106 150 154
Sean Chnslie 20 Qclober 2022 34 101 74
Keith Layden 18 October 2020 107 58 55

1 lhe value of all pension sovings made during the financial year inctusive of cash supplernent on behalf of Direclors Further mformanion on pensions can be found on page 62 Steve
Foots and Sean Chishie: are also entifled to death in service benelits from the CPS Keith Layden has o separate ogreernenl which prowides death in service benefits outside of the CPS

Notes

Members of the CPS have the ophon to poy voluntary contnbutions Nedther 1he conlrbutons nox the resuling benefits are mcluded in this table Dunng 2013 Steve Foots was paid
£72 50012012 £62 500) Sean Chrishe was pad £34 642 {2012 £32 542) and Kesth Loyden wos paid £57 680 (2012 £54,750)in addition 1o therr bask salary to enable them to
make independent provision for therr retirerent This coninbuton reflects the nfroduction of @ cap fo the maximum salary on which benetis ol refirerent are bosed under the CPS
or 1nthe case of Ketth Layden 1he full prowsion Accardingly for Steve Foats and Sean Chiishie benefits above this cap are now provided by a solary supplernent in ieu of pension
benelils above the cop of £187 500 The cap will reduce ko £150 000 ik Apri 2014
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Other Unaudited Information

Performance graph
The graph below shows the value, by 31 December 2013, of £100 nvesied in Croda International Plc on 31 Decemnber 2008 compared with the value of
£100 invested in the FTSE 350 and FTSE 250 Indices
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This graph shows the value by 31 December 2013, of £100 invested in Croda Internatonal pk on 31 December 2008 compared with the value of £100 invested
separately in both the FTSE 350 Index and FISE 250 Index

In the opinion of the Directors the FTSE 350 Index 1s an appropnate index against which the tolal shareholder retum of the Company should be measured
because the Company 15 a current consttuent and it represenis o broad-based index of companies of o simiar size and with similar histonc volgtilty of TSR
returns to that of the Company

The table below shows the total remuneration figure for the Group Chief Executive during each of the pasl five finanaal years The fotal remuneration figure
indudes the annual bonus and LTIP awards which vested based on performance in those years The annual bonus and LTIP percentages show the payout
for each year as a perceniage of the maximum

2000 2010 20m 2002~ 2013~
Toto!
remunerction 1943740 3204875 442,608 1364048 1427156
b4
Annual
bonus 100% 100% 100% 28% -
lL::’ vesing 100% 100% 100% 100% 81 8%

* relate o Mike Humphrey  # relate to Steve Fools

Percentage change in remunerahon levels

The table following shows the movemnent n the salary, benefils and annual bonus for the Group Chief Executive between the current and previous
financral year compared to that for the average UK employee The Commiflee has chosen this comparalor as it feels that it provides a more appropnate
reflection of the earnings of the average worker than the movement in the Group s total wage bill, which 1s disforied by movements in the number of
employees and vanahons in woge prachces in our overseas markels
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2002 2013 % Change
Group Chief Execufive (£)
Salary 500 000 550000 +100%
Benefits! 23,000 24000 +4 3%
Bonus 140 000 0 -100 0%
Average per UK employee (£)
Salary? 34298 35463 +3 4%
Benefits? 960 907 -55%
Bonus 1,593 0 -100 0%

tThe merease in the value of benefits prowided 10 the Group s Cheef Executive s finked 10 the ligher salary
* Average salary cakculated as UK December payroll x 12 dmded by number of ernployees as af payroll date
3 The reduchon in year on year volue of benell provision relates 1o the restructuning of emplayee benefits

Relatve importance of the spend on pay
The table below shows the mavement in spend on staff costs versus that i dividends and adjusted profit after lax These matters were selected fo be
shown as they represen? key distnbutions by the Group to its stakeholders

2012 2013 % Change
e - cocie £160 9m £1641m +20%
Dwidends? £803m £87 Zm +8 6%
‘:ﬁgﬁ:}eﬁ proft £164 4m £179 2m +90%

' Employee remunerahon cosls - as stated in the Noles io the Group Accounts on page 82 and compnse all omounts charged aganst profit in respec! of employes
rernuneration for the relevan financial year fess redundancy costs and share bosed payments both of which can vory significantly fromyear to-year

* Drvidends - the amounts payable in respect of the refevant finanaal year
? Adsted profit after texx - peofit for the relevant year adgusted for acquisdion costs and omorisation of equred mtangibles

External directorships

Executive Direclors are perrmitted 1o accept external Non-Exetuive appointments with the pror approval of the Board 1 is normal praciice for Execuive
Directors to retain fees provided for Non-Executive appointments Sean Chnstie continued as a Non-Executive Director of Erinate Limited dunng 2013
Sean receves ne fixed remuneration but is entified to a share of the value created by the company’s future projects

On behalf ot the Board

Stanley Musesengwa
Chairman of the Remuneration Committee
5 March 2014
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Pages 34 to 77 inclusive {together with the sections of the Annual Report
incorporated by reference) constitute a Directors’ Report that has been
drawn up and presented in accordance with applicable English company
low and the liabilities of the Directors in connection with that report are
subject to the limitations and restrictions provided by that law.

[

1

Going concern

The finanaal statements which appear on pages 82 16 128 have been
prepared on a going concern basts as, after making appropricte engutres,
including a review of forecasts, budgets and banking facilies, the Direclors
have a reasonable expeclation that the Company and the Group have
adequoie resources 1o confinue in operational existence for the
foreseeable future

Research and Development
Research and development activifies are undenaken with the prospect of
gaining new scientific or technical knowledge and understanding

Profit and drvidends

The resutis for the year are sef out on pages 82 and 83 The Direclors are
recormmending a final dvidend of 35 5p per share (2012 32 75p) It
approved by shareholders, total divdends for the year will amount to 64 5p
per share (2012 59 5p per share) Detalls of dividends are shown in note 9
on page 98 and details of the Company's Dvdend Reinvesiment Plan can
be found on poge 130

Directors

The Company’s Articles of Association (the “Articles’} give the Direciors
power fo appoint and replace Directors Under the terms of reference of
the Nomination Committee, any appointment must be recornmended by
the Normination Commifiee for approval by the Board of Directors The
present Directors of the Company are shown on pages 34 and 35 In
accordance with the UK Corporate Governance Code each Director will be
standing for re-elechon or election ot the AGM Details of the Directors’
service contracts are given in the Directors Remuneration Report on pages
59 and 60

Apart from the share ephon schemes, long term centive schemes and
senrvice confracts, no Director had any beneficial inferest in any confract fo
which the Company ar a subsidiary was a parly durning the year

A staterment indicating the beneficial and non-beneficial interests of the
Directors in the share capifal of the Company, including share oplions 1s
shown in the Directors Remuneration Report on page 71

The Directors are responsible for managing the business of the Company
and may exercise all the powers of the Company subject to the provisions
of relevant statutes, The Company's Memorandum and Arficles and any
directions given by special resolution

Directors’ mdemnihes

The Company mantains Directors’ and Officers hability insurance which
gives appropnate cover for any legal action brought against is Direclors
The Company has also granted indemnifies to each of its Directors and the
Company Secretary which represent “qualifying third pany indemnity
provisions” (as defined by sechon 234 of the Companies Act 2006, In
relation to certain losses and habilties which the Direclors (or Company
Secretaryl may incur to third parfies in the course of actng as Directors (or
Cormnpany Secretaryl or employees of the Company or of any associated
company In addition such mdemnities have been granted fo other officers
of the Company who are Directors of subsidiary companies wathin the
Group The Company has also granted an indemnity representing
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*qualifying pension scheme ndemniy provisions” las defined by sechon
235 of the Compantes Act 2006} to a paid director of the corparate trustee
of the Group s UK pension scheme

Share caprtal

Atthe date of this report 139 949 949 ordinary shares of 10 pence each
have been 1ssued and are fully pad up and quoted on the {ondon Stock
Exchange The nghis and obligations attaching to the Company’s ordinary
shares are set out In the Arlicles, copies of which can be obtained from
Companies House In the UK or by wriing fo the Company Secretary There
are no resiricions on the voting rights attaching to the Cormpany’s ordinary
shares or on the transfer of securiies in the Company Mo person holds
secunilies in the Company carrying speadl nghts with regard to conirol of
the Company The Company Is not aware of any agreements between
holders of securihes that may result in restrictions on the transfer of
securiies or on voling rights

Further informahon which fulfils the requirements of Section 992 of the
Companies Ad 2006 and which should be freated as forrming part of this
report by reference are included i the following sections of the annual
report

» Detalls of the structure of the Company's share capritat and the nghis
attached fo the Company's shares are set oul on pages 113 and 119

+ Details of employee share schemes are set oul on pages 113 1o 118

Power to 1ssue or buy back shares

Atthe 2013 AGM authorty was given fo the Directors to allot unissued
shares in the Company up to a maximum amount equivalent fo
approximately one third of the 1ssued share capital lexctuding shares held
in freasuryt for general purposes plus up to a further one third of the
Company's issued share coprial lexduding shares held in treasuryl but
only n the case of a nghts 1ssue No such shares have been issued

Afurther speaal resolution passed at that meeting granted authonly 1o the
Directors o dllot equity securiies in the Company for cash, without regard
to the pre-emphon provisions of the Companies Act 2006 Both these
authoriies expire on the date of the 2014 AGM fo be held on 24 April 2014
and so the Directors propose to renew them far a further year

Al last year s AGM the members renewed the Company’s authonty fo
purchase up 1o 10% of ils ordinary shares No purchases were made
during the year As a result the Company will be seeking to renew ils
authority to purchase its own shares a the 2014 AGM Shares will only be
purchased if the Board believes that such purchases will improve earnings
per share and be in the best inferests of the shareholders generally

The Direclors are - 4% S oL
recommending a S T /T
full year dividend of [ (2012 59 5p)
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it1s the Company's intention that any shares purchased will be held as
freasury shares At the date of this report the Company holds 4,168,181
shares in freasury

Articles of Associghon

Unless expressly speaified 1o the contrary in the Articles the Company's
Ariicles may be amended by o special resolution of the Company's
shareholders

Significant contracts and change of control

The Group has borrowing faciliies which may require the immediote
repayment of all outsianding loans together with accrued interest in the
event of a change of confrol The rules of he Company’s employee share
plans set out the consequences of a change in confrol of the Company on
parficipants’ nghts under the plans Generally such nghis wall vest and
become exercisable on a change of confrol subject to the satsfaction of
performance condiions None of the Executive Direclors semice coniracls
contain provisions which are affected by a change of controt and there are
no other agreements fo which the Company 1s a party which fake effect
alfer or termingate in the event of a change of conirol of the Company which
are considered fo be significant 1n terms of thesr potentiat impact onthe
Group

The Campany does not have any confractua! or other arrangements which
are essential to the business of the Group

Employees

Diversdy — We are commitied to the principle of equal opportunity in
employment and to ensunng that no applicant or employee receives less
favourable freatment on the grounds of gender mantal status, race, ethnic
ongin, relgion, disability, sexuality age or s disadvantaged by conditons
or requirements which cannol be shown to be ustfied Group HR Policies
are clearly communicated fo all our employees and are availlable through
the Company nfranet

Recruitment & progression - I is established policy throughout Croda that
deasions on recruiment, career development, promolion and other
emptoymeni related 1ssues are made solely on the grounds of indmdual
ability achievement, experttse and conduct

Croda gves full and farr consideraton 1o applications for employment from
disabled persons Should an employee become disabled dunng ther
employment with Croda, they are fully supported by its occupational health
provision Efforts are made fo continue thewr employment with reasonable
adjustments being made 1o the workplace and role where feasible
Retraining 1s prowded if necessary

Development & learning — Croda recognises that the key to future success
lies in the skills and abilities of its dedicated glebal workforce

It 1s only through the continuous development of cur employees that we wall
be abte io meet the future demands of our customers in retation to
enhanced creafvity innovation and customer service During 2013 our
employees had an average of 34 hours of raning

Involvement — Croda is committed to ensunng that employees share inthe
success of the Group Owning shares in the Company 1s on important way
of strengthening involverment in the development of the business and
bringing together employee and shareholders” interests In 2013 65% of all
employees parlicpated in one of our afl-employee share plons, indicating

a continued desire of employees lo be involved in the Company Crada
was honoured for best overall performance in fostering employee share
ownership at the 2012 ifs ProShare awards

Employees are kept informed of rmatters of concern to them in a vanety of
ways, Including the Crodoway (the Company magazinel quarterty
updates Croda Connect the Company intranefi, feam briefings webinars
and Croda Now {emall messages} These communications help ochieve o
common awareness amoeng employees of the financial and economic
factors affecting the performance of Croda and of changes happening
within the business Crodais also commuitted 1o pronding employees with
opportunities to share their views and provide feedback on 1ssues that are
impartant to them Al regions have undertaken an employee survey since
2010 The largest of these targefing our European employees was
completed during 2011

Sustainabilty

Sustainability 1s not just one part of our business, it 1s integral to everything
we do You can see just how firmly sustainability 1s embedded within Crodo
from our business model set out on pages 14 and 15 1t reaches across the
way we struciure our business and develop our strafegy how we inferadt
wth all our stokeholders, Including employees local communthes,
custormers and investors, how we deal with the challenges of policy and
regulalion Delads of our actvites are set out on pages 28 to 33 of this
report and more detailed information s avallable in our separate
Sustainabibty Repor, which can be downloaded at www croda com/csr

Thus holistic approach is supported by our Global CSR Steenng Commiliee
and at all levels of our Company, with ulimate responstbility resting with
our Board of Directors and Executive Committee, and implementation
discussed at all regional and business board meetings However,
responsibility for shaping and delivering our sustainability strategy does not
just lie wath our leaders, o stretches nght across our business structure
Sustainabilty iruly 1s down fo each and every Croda employee, ond thisis
reflected in our internal Our Responsibility’ brand

It is only through the continuous
development of our employees thot we will
be able to meet the future demands of our

customers in relation to enhanced creativity,
innovation and customer service.
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Community educahon and involvement

We have a sirong focus on supporting the communities in which we
operate, with a prmary focus on encouroging young peogle 1o work within
science and technology This is because we believe that our social licence’
to operate 1s based on the relationships we have with communities local to
our premises These relalionships also have an impact on the people who
work for and with us and on therr families and wider communiiies Our
communily educahon progromme aims o raise the profile of science
technology, engineenng and maths (STEM), by prowiding relevani targeted
support to schools, colleges and universities in our local communiies In
doing so, we can improve the learning and career prospects of local
populations enhance our repuiatton, and develop the wial employee skills
that we depend on for future growth

Community invelvement activifies demonsiraie that we are investing in
local communihies, turning falk into achon by responding both proactively
ond reachively fo local needs and delivenng real benefils Through this, we
can alse enhance the performance and morale of our employees, support
the recruitment needs of our business and ensure that we have a posiive
impaci wherever we are in the world

Polhcal donations
No donations were made for polifical purposes dunng the year {2032 £NIl)

Financial nsk management

The Group's exposure to and management of capital, lquidity, credst
interest rate and foregin currency risks are confained in Note 20 of the
consclidated financial statements on pages 117and 112

Caprtalised interest

The Groups paolicy for capiialising borrowing costs directly aftributable to the
purchase or construction of fixed assets 1s set out on page 91 Given the
strong cash generahion of the Group in recent years, there has been no
requirement for specific external funding for capital expenditure hence the
Group does not have copitalised inferest of any significance on 1fs balance
sheet

Strategic Report

The Board has chosen to include the following information in the Strategic
Report that would otherwise need 1o be disciosed in the Direclors’ Report
« Information relating to greenhouse gos ermissions

+ Particulars on important events affecting the Group since the financial
year end, and

« Antindication of Iikely future developments in the Groups business

Independent Auddors
Our auditors, PncewaterhouseCoopers LLP have indicated therr willingness
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to continue n office and on ihe recommendalion of the Audit Commitiee a
resolulion regarding therr reappeiniment and remunercion will be
submiited io the AGM

Directors’ responsibilihes

The Direclors are responsible for prepanng the Annuat Report, the
Directors Remuneration Report and the Financio! Statements in accardance
with applicable law and regulations

Company law requires the Direclors to prepare finanaal statements for
each finanaal year Under that taw the Directors have prepared the Group
financial statements in gccordance with Infernafional Finanaial Reporiing
Standards [FRSs) as adopted by the European Union, and the Company
financial statements n accordance with applicable law and United
Kingdom Accounting Standards (United Kingdom Generally Accepled
Accounting Practice) Under company law the Directors must nol approve
the finanaial statements unless they are satisflied that they give a rue and
fair view of the state of affairs of the Company and the Group and cfthe
profit or loss of the Company and the Group for thot penod

In prepaning those financial stoternents, the Direclors are required fo
« Select sutable accounting policies and apply them consistently,
» Make [udgements and estimates that are recsonable and prudent,

« State whether IFRSs, as adopted by the European Unien and applicable
UK Accounting Standards have been followed subject 1o any matenal
departures disclosed and explained in the Group and Company financial
staternents respectively, and

« Prepare the financial slalements on a going concetn basis unless itis
inappropnate to assume that the Company waill continue in business

The Directors are responsible for keeping proper accounting records that
are sufficient o show and explan the Company's ransactions and disclose
with reasenable accuracy of any ime the financial position of the Company
and the Group and fo enable them o ensure that the Group financial
slatements and the Directors’ Remuneration Report comply with the
Companies Act 2006 and as regards the Group finanoial statements
Ariicle 4 of the IAS Regulation They are also responsible for safeguarding
the assets of the Group and the Company and hence for taking reasonable
steps for the prevention and detection of fraud ond other wregulanties

The Directors are responsible for the maintenance and integrity of the
Company’s website legisiation in the United Kingdom governing the
preparation and disseminalion of financial stalements may differ from
legslation in other junsdictions

Each of the Directors, whose details are sef out on pages 34 to 35 confirms
that, to the best of therr knowledge
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« The Group financial stalements which have been prepared in
accordance with IFRSs as adopted by the EU give a true and air view of
the assets, hobilies, financial position and profit of the Group, and

* The Direclors’ Report and Siraiegic Report indude a fair review of the
development and performance of the business and the posiion of the
Group, fogether with @ descnphon of the pnncipal nsks and uncertainfies
thatitfoces

The Directors consider that the Annual Report and Accounts, laken as a
whole 1s faw, balonced and understandable and provides the information
necessary for shareholders o assess the Groups perforrance, business
model and strategy

Audtt information

The Directors confirm that so far as they are aware there i1s no relevant
oudit information of which the auditors are unoware and that each Director
has taken all the steps he ought to have taken as a Direclor in order fo
make humself aware of any relevant audit information and to establish that
the Company's auditors are aware of thal information

The Directors report s the ‘anagement report’ for the purposes of the
Financial Services Authonty Disclosure and Transparency Rules [DTR 4 18R}
The Directors’ report was approved by the Board on 5 March 2014 and 1s

Slgﬂ on its behalf by
m—%

Group General Counsel and Company Secretary
5 March 2014

Croda International Plc
Registered in England No 206132
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Report on the Group Financdial Statements

Our opinon
In our opinion the Group finanaal statements defined below

* Give a true and fair view of the state of the Group's affairs as at
31 December 2013 and of the Group's profit and cash flows for the
year then ended,

* Have been properly prepared 1n accordance with international Financial
Reporiing Standards IFRSs} as adopted by the European Union and

» Hove been prepared In accordance with the requirements of the
Companies Act 2006 and Ariicle 4 of the IAS Regulotion

This opinion is to be read in the context of what we say in the remainder
of this report

What we have audited
The Group financial stalemenis which are prepared by Croda
International Plc, compnse

+ The Group balance sheel as at 31 December 2013,

« The Group income statement and statement of comprehensive income:
for the year then ended,

* The Group statemeni of changes in equity and statement of cash flows
for the year then ended, and

« The noles to the Group financial stalements, wiichindude a summary
of significant accounting policies and other explanatory information

The financial reporiing framewaork that has been applied in therr
preparation comprises applicable law and iFRSs as adopied by the
European Union

Certain disclosures required by the financial reporting framework have
been presented elsewhere in the Annual Report, rather than in the notes
fo the financial statements These are cross-referenced from the financic)
statements and are identfied os cudited

What an audit of financial statements nvolves

We conducted our audit in accordance with Internehional Standards on
Auditing (UK and Ireland} (15As (UK & Irefand)l An audit involves obtaiming
evidence about the amounts and disclosures in the financal statements
suffioent to give reasonable assurance thot the fingnaal statements

are free from malenal missialementd, whether caused by fraud or error
This includes an assessment of

* Whelher the occounting policies are apprepnate 1o the Group's
crcumnsiances and have been consistently applied and adequately
disclosed,

+ The reasonableness of significant accounting estmates made by the
directors, and

* The overall presentation of the financial statemenits

In addmon, we read all the financial and non-financaial information in

the Group’s Annua! Repont to identify matenal inconsistencies with the
audited Group financial statements and to identfy any information that

15 apparently matenally incorrect based on, or matenally Inconsistent
with, the knowledge acquired by us in the course of performing the audit
[f we become aware of any apparent matenal misstatements or
inconsistencies we consider the implications for cur report
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Overview of our Audit Approach

Materiality

We set cerfain thresholds for matenalily These helped us to determine the
nature, iming and extent of our audit procedures and 1o evaluate the effect
of misstatements We also fook into account that matters below these
thresholds may stlt be considered malenal for qualitalive reasons

Based on our professional udgemeni, we determined matenchity for the
Group finanaial statements as a whole fo be £12 5 milhon being 5% of the
Group's consolidated profit before tax

We agreed with the Audit Commitiee that we would repert to them
missiafements identified dunng our audi! above £0 5 million as well as
misstatemnents below that amount that, n our view, warranfed reporting for
qualitative reasons

Overview of the scope of our audit

The Group s structured along three business segments, being Consumer
Care, Perdformance Technologies and indusirial Chemicals Within these
segments are 40 indmdual frading units, which, together with 8 central
units that comprise the Group's centralised funchons, are consolidaled
the preparaiton of the Group financial statements

In establishing the overall approach io the Group audit, we determined the
fype of work that needed to be performed by us, as the Group engagement
fearn of component auditors from other PwC network firms operating
under our instruchon

Where the work was performed by corponent guditors, we determined
the level of iInvolvement we needed to have in the audit work at those
reporting units to be able o conclude whether sufiicient appropriate audit
evidence had been obtained as a basis for our opinion on the Group
finonaial statements as a whole

Accordingly, of the Groups 40 frading vrits, we identified eight thal in our
view required an oudi of their complete financial information, eillher due o
therr size or iheir nsk charactenshics Spectied audit procedures over cerlain
balances were performed at a further two trading unils, while further
testing was performed at the Group level in particular in the areas of
pensions provisions, infangible assets and taxation As a result, audit
procedures were performed over reporing units compnsing 84% of the
Group's consohdated profit before kax This, gave us the evidence we
needed fo express our opinion on the Group financiol statements os a
whole

Areas of particular audrt focus

In prepanng the inanaal staferments, the Direclors made a number of
subjeciive judgements, for example in respect of significant accounting
estimates This required themn fo make assumptions and consider future
evenis that are inherently uncertain We pnmanly focused our work in these
areas by assessing the Direclors” judgements against available emdence
forming our own independent judgements, ond evaluatng the disclosures
in the financiol stafements




In our audt, we fested and examined information, using sampling and other audiling fechigques, to the extent we considered necessary fo provide o
reasonable bass for us o drow conclusions Audit evdence can be obtained through testing the effectiveness of controls, substanive procedures ara

combination of both

In summary, we considered the following areas 1o be those that required particular focus in the current year This s not a complete bst of afl nsks or areas
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of focus identified by our audit We discussed these areas of focus with the Audit Commuttee: Therr report on those matters thal they considered fo be
significant 1ssues in relation fo the financial stafements 15 set out on pages 46 and 47

Area of focus

How the scope of our audit addressed the arca of focus

valuahon of defmed benefit pension scheme defict

We focused on this area because the Group has a number of open
defined benefil pension scheme arrangements and the valuation
of each schemes liabxlity 15 sensiive 1o a number of judgemental
assurnptions made by the Directors in particular the discount rale
and inflation

A small change in these assumptons could have a matenal impact
on the finanaal statements

To do this, we considered and challenged the judgements made by
the Directors In determining the discount rate and inflation, by making
our own independent judgements and evaluating the sensitivity of
the pension scheme deficils lo differences between our independent
judgernenits and those made by the Directors both indnadually and

In aggregate

We also tested the infegrity of the acluanal valuations used by the
Directors in prepanng the financial stalerments

Recogmhon of acquired intangible assets

We focused on this area due 1o the udgements and complexities
involved in (deniifying and valuing acquired intangibles

An error in the identification and valuation of other iIntfangibles could
lead #o a misclassificaton in the balance sheet on acquisthon and o
musstatement in the iIncome stalement in fulure years

We considered each acquistion in detall assessing the assets
acquired 1o ensure the Directors had adopted a robust methodology
to identify intangible assefs

We then challenged the cash flow forecasts used to value them

by companng the forecasts made on acquisttion lo avatlable post-
acquistion results and 1o avaikable historie data and by considenng
the Direclors’ histonc accuracy in forecasting We also compered

the discount rates and growth rates opplied to our own independent
judgements

Prowision for taxation

We focused on this orea because an error in the inferprefotion of
often complex, tax regulations paricularly relaling fo fransfer pricing,
could ted 1o a matenal misstatement In the fax expense

We focused our work on the US French and UK tox balances

fwhich together represent ihe majonty of the fotal fax charge for

the year|

We crifically assessed the tax compulations and tested the deductions
and fax rales applied focusing n particular on transfer prcing
arangements and challenging unceriain tox positons

We also requested and read the latest correspondence between

the Graup and UK and overseas tax authorities, constdenng any
implications this may have on the Group finanaal slatements

We utiised our expenence of smilar challenges elsewhere to
independently assess the evidence described aobove
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Areas of Particutar Audit Focus {conhnued)

Area of focus

Hoaw the scope of our audit addressed the area of focus

Prowvision for environmental remediahon

We focused on this area because the nature and extent of
remediation work required 1s complex and estmates of its
cosls require significant mmanagement udgemenl

We lested the methodology used by the Directors for identifing ond
valuing potential exposures and challenged the judgements made
by them

We considered each exposure in defalt by reading correspondence
with relevant stakeholders and other information available fo the
directors and by challenging the judgemenis that the directors made
based on tha! nformation We also tested the directors accuracy by
companng hisloric provisions with setffernents made dunng the year

Fraud in revenue recognihion

1SAs UK & Ireland) presume there 1s a nsk of froud in revenue
recognihon because of the pressure managemeni may feel lo
achieve the planned resulis

As the foundation of the evidence we obtained regarding the revenue
recognised dunng the year, we evaluated the relevant IF systems and
tested the internal controls over the completeness, accuracy and timing
of revenue recognised in the financial statements

We tested |ournal enines posted 1o revenue accounts to idenhfy
unusual or irregulor dems

We also tested the reconcihations between the revenue systerns used
by the Group and its finanaal ledgers

Risk of management overnde of mtemal controls

1SAs {UK & Iretandi require that we consider this

We assessed the overall controf environment of the Group, including the
arrangemenis for staff o “whistle-blow” inappropnate adions, and
inferviewed senior management and the Group's internal audi funclion
We examined the significant accounting esfimates for ewdence of bias
by the Direclors thal may represent a nsk of matenal misstatement due
fofraud In particular, we looked at emironmental provisions, laxation
and pensions We also fested manual journal enines

Going concem

Under the Listing Rules we are required fo review the Direclors siolement,
set out on page 74, in relation to going concern We have nothing to report
having performed our review

As noted in the Directors” staternent the Directors have concluded thatitis
appropnate to prepare the Group’s financial statements using the going
concern basis of accounting The going concern basis
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presumes that the Group hos adequate resources to reman in operation,
and that the Directers intend it fo do 50, for of least one year from the date

the financial slulements were signed As part of our audit we have

concluded that the Directors use of the going concern basis is appropriate
However because not all fulure events or conditions can be predicted, this

staternent 1s not a guarantee as to the Groups abildy fo continue as a
going concern




STRATEGIC REPORT

Opinions on matters prescribed by the
Companies Act 2006

In our Opimon

* The information given in the Strategic Report and the Directors’ Repor for
the financial year for which the Group financial statements are prepared
15 consisient wath the Group finanaia statements and

+ The information given in the Corporate Governance Sfafement set ouf on
pages 36 to 511n the Annual Report with resped to internal control and
nsk management systems and about share caprital structures is
consistert with the financiol statements

Other matters on which we are required to
report by exception

Adequacy of nformeathion and explanahons receved

Under the Compames Ad 20046 we are required fo report to you if, in our
opinion we have not receved all the information and explanations we
require for our audit We have no exceptions 1o report ansing from this
responsibility

Directors’ Remuneration

Under the Companies Act 2006 we are required 1o report if, in our opinion,
cerlain disdlosures of Directors’ remuneration spectfied by law have not
been made, and under the Lishing Rules we are required to review certain
elements of the repor 10 shareholders by Ihe Board on Directors
remuneralion We have no exceptions fo report ansing from these
responstbilities

Corporute Governance Staterment

Under the Listing Rules we are required 1o review the part of the Corporate
Governance Statement relaling to the Company’s comphance with nine
provisions of the UK Cerparate Governance Code {the Code’) We have no
exceptions to repor ansing from our review

On page 77 of the Annual Report as required by the Code Prowision C11,
the Directors state that they consrder the Annua! Repor! taken as a whole to
be farr, balanced and understandable and that it provides the information
necessary for members o assess the Group's performance, business
model ond strategy On pages 46 and 47, as required by C 3 8 ofthe

Code the Audit Commitiee has sei out the significont 1ssues that it
considered in retalion fo the financial stalements and how they were
addressed Under I54s {UK & Ireland) we are required to report to you If, in
OUF OpiNIoN

» The staternent given by the Directors 1s matenally nconsistent wath our
knowledge of the Group acquired in the course of performing our cudit
ar

* The sechon of the Annual Report descnbing the work of the Audit
Commitiee does not appropriately address matters communicated by us
to the Audit Committee as required by the Code Provision C 3 8

We have no exceplions to report ansing from this responsibility
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Other informahon in the Annwual Report
Under I5As (UK & treland), we are required to reporl 1o you i, in our
opinion, formation in the Annual Report 1s

» Matenally inconsistent with the information in the audited Group
finonao! statements, or

« Apparently matenally incarrect based on, or matenally inconsistent with,
our knowledge of the Group acquired in the course of perferming our
audit or

+ |s otherwise misleading
We have nc exceptions to report ansing from this responsibility

Responsibilities for the Financial Statements
and the audit

Qur responsibilimes and those of the Directors

As explained more fully in the Directors’ Responstbilities Staternen! set out
on pages 76 and 77, the Directors are respanstble for the preparation of
the Group financial statements and for being satisiied thal they give o
true and fair vew

Our responsibility 1s to audit and express an opinion on the Group
financial staterments in accordance with applicable low and 154s (UK &
Irelond) Those standards require us to comply wath the Audiing Prachices
Boardss Ethicat Standards for Auditors

This report, including the opinions, 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 other purpese We do not, in
giving these opinions, accept or assume responsibility for any other
purpose or to any other person to whom this report is shown or into
whose hands i may come save where expressly agreed by our pnor
consent in wrting

Other matter

We have reported separately on the parent company financial
staternents of Croda Internationat Ple for the year ended 31 December
2013 and on the information in the Directors’ Remuneration Report that 1s
descnbed as having been audited

lan Momson (Senior Statutory Auditor)
for and on behalf of PncewaterhouseCoopers LLP
Chartered Accountants and Statutory Auditors, Leeds

5 March 2014
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Group Income Statement
for the year ended 31 December 2013
2013 2003 2013 2012 2012 2012
£m £m £€m £m £m £m
Before Before
adjustments Adjustments Total adjustments Adjustmeonts Total
Note restated restated
Revenue 1 1,0770 - 10770 10519 - 10519
Cosl of sales 713 9} - (N3 9 {69501 - {6950}
Gross profit 3631 - 3631 3569 - 3569
Operating costs 2 (98 5) 03 (99 8} 101 8) 02 102 0l
Operating profit 2646 13 2633 2551 102 2549
Financial costs 4 {14 5) - N4 5) 17 8) - (17 8i
Financial income 4 13 . 13 12 - 12
Profit before tax 2514 03 2501 2385 02 2383
Tax 5 722 - 72 2) 741 - {741
Profit affer tax from confinuing operahons 1792 n3 779 164 4 02l 164 2
Loss afier tax from disconbinued operations 7 - - - i 8} i 4) 32}
Profit for the year 3 1792 3} 779 162 6 mel 1510
Atinbutable to
Non-contralling interests 04 -
Owners of the parent 177 5 1510
177 9 1510
Adustments relate o excephonal tlems, acquisiion costs and smorhisahon/wnte off infangible assets ansing on acquistion
Earnings per 10p share Pence Pence
Basic
Tolal 8 1312 n21
Continuing operations 1312 1219
Diluted
Tolal 8 1301 Nno 6
Continuing operalions 8 1301 1203
Group Statement of Comprehensive Income 2013 2012
for the year ended 31 December 2013 £m £m
restated
Profit for the year 1779 1510
Other comprehensive lexpense)/income
iterns that will not be reclassified to profit or loss
Remeasurements of post employment benefit obligations {6 4) 139
Tax on items thal will not be reclossdied a1 {7 51
010 5) 64
ltens that may be reclassified subsequently to profit or foss
Currency transtalion (19 4) (8 0}
Other comprehensive expense for the year {299 1 6}
Total comprehensive income for the year 148 0 149 4
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Group Statement of Comprehensive income (continued)

for the year ended 31 December 2013

2013 2012
£€m £m
restated
Total comprehensive income for the year 148 0 149 4
Attributable to
Owners of the parent 148 0 149 4
148 0 149 4
Ansing from
Continuing operations 148 0 162 6
Discontinued operafions - {132
148 0 149 4
Group Statement of Changes in Equity
for the year ended 31 December 2013
Share Non-
Share premium Other Retained confrolling
capital  account reserves edarmings  inferests Totul
£m £m £m £m £m £m
At 1 fanuary 2012 151 933 275 130 2 01 26612
Profit for the year atinbulable to equity shareholders - - - 1510 - 1510
Other comprehensive lexpensel/income - - 80 64 - e
Transachons with owners
Dividends on equity shares - - - 76 8) - {76 8
Share based payments - - - 44 - 44
Consideraton received for sale of own shares held in trust - - - 11 - 11
Total fransactions with owners - - - {71 3} - {71 3)
Total equity at 31 December 2012 151 933 195 2163 01 3443
A1 1 January 2013 151 933 195 216 3 01 3443
Profit for the year atiributable to equity shareholders - - - 1775 04 1779
Other comprehensive expense - - 90 {10 5) 04 129 9}
Transachons with owners
Dividends on equity shares - - - {83 61 - (83 6
Share based payments - - - 36 - 36
Considerghion recewved for sale of own shares held 1n frust - - - 09 - 09
Total transactions with owners - - - 791 - 79 1
Transactions with non-controlling interests
Recognition of non-controlling interest on acquisihion - - - - 62 62
Total transactions with non-controling interests - - - - 62 62
Total equity at 31 December 2013 151 933 05 3042 63 19 4

Other reserves include the Copilal Redempthion Reserve of £0 9m {2012 £0 9m}and the Translation Reserve of £10 4im (2012 £18 6m}

Croda Annugl Report & Accounts 2013 83




Group Consoliddteél S’rofements

Group Balance Sheet
ot 31 December 2013
2013 2012
Em £m
Nate restated
Assets
Non-current assels
Intangible assels 13 2395 2131
Property, plant and equipment 14 3626 3383
nvestments 16 08 09
Deferred tax assels 6 471 640
6500 6163
Current assels
Inventones 17 928 1705
Trade and other recewvables 18 136 7 1629
Cash and cash equivalents 375 538
3670 3872
Liabilties
Current abiities
Trade and other payables 19 {126 5) {136 5)
Borrowings and other financtal habiliies 20 {26 6) (5 4}
Prowisions 21 {6 8) 79
Current fax liabilies (319 (24 3)
(191 8} [1741)
Net current assets 175 2 2131
Non-current habiliies
Borrowings and other financial habilies 20 (213 1) {256 1)
Other payables (2 6) 27
Retrement benefit habilihes 12 {135 8) {165 8)
Provisions 21 nz 3) N7 3
Deferred tax habilites 6 (42 0} {43 2
{405 8) {4851}
Net assefs 4194 344 3
Shareholders’ equity
Preference share capiial 24 11 n
Ordinary share capital 22 140 140
Called up share capiic! 151 151
Share premium account 933 233
Reserves 3047 2358
Total equity atiributable to owners of the parent 431 3442
Non-controlling interesis in equity 26 63 01
Totol equdy 419 4 3443

The financial stalements on pages 82 to 120 were signed on behalf of the Board who approved the accounts on 5 March 2014

=R
Marhn Flower ~ Sean Chnstie

Charman Group Finance Director
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Group Statement of Cash Flows
for the year ended 31 December 2013
2013 2012
Note £€m £m
Cash flows from operating activihes
Cash generated by operalions 1 2511 2081
nteres! pand on 93
Tox pard (501) {60 6}
Net cash generated by operating activifies 1913 138 2
Cash flows from invashng achvrhes
Acquisition of subsidiaries 28 (38 1) 70
Purchase of property, plant and equipmen 14 {44 5) {50 4)
Purchase of intangible assets 13 nn 9
Proceeds from sale of property, plant and equipment 07 05
Proceeds from sale of businesses (net of costs and cash in businesses) 7 - 13
Proceeds from sale of other investment - 158
Cash paid against non-operating provisions 21 39 14l
Interest receved 13 12
Net cash absorbed by inveshng achvities 857 422
Cash flows from financing activihes
New borrowings - 02
Repayment of borrowings 47 7 67
Capital element of finance lease repaymenis n (0 8) 0 4)
Sale of own shares held in frust 22 09 11
Dividends paid io equity shareholders 9 {83 6) {76 8
Net cash absorbed by financing actvihes (130 8) (82 8}
Net movement in cash and cash equivalents Ll (25 2} 134
Cash and cash equivalents brought forward 50 2 375
Exchange differences m (2 0} 107
Cash and cash equivalents camed forward 230 502
Cash and cash equivalents carned forward compnse
Cash ot bank and in hand 375 538
Bank overdrafts na5) 13 6}
230 502
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Group Cash Flow Notes
for the year ended 31 December 2013
{ij Reconciliation to net debt 2013 2012
Note £m £m
Movement in cash and cash equivalents it (25 2) i34
Movement in debt and lease financing " 481 69
Change in nef debt from cash flows 229 203
Loans in acquired businesses 16 8) 09
New finance lease coniracls {0 4) 04
Exchange differences {0 2) 44
55 234
Net debt brought forward {207 7) 23
Net debt camed forward ul {202 2) (2077
[ Cash generated by operahons 2013 2012
Em £m
Continuing operahons
Operahng profit 2633 2549
Adjustments for
Deprecighon and amorhisation 339 K1
Other provisions charged (nole 21} no 13
Share bosed payments 09 18
Cash paid against operating provisions (nofe 21) (18} 116
Pension fund contnbutions in excess of service cost (a1 2) 247}
Movement In inventones 17 0} i3
Movement in recervables 277 (25 6)
Movement In payables 137) (16 4]
Cash generated by continuing operations 2511 2077
Discontinued operations - 04
2511 2081
Cash Exchange Other
(i) Anolysis of net debt 2013 flow movements non-cash 2012
£m £m £m £m £m
Cash and cash equivalenis 37s {14 3] 20 - 538
Bank overdrafts 14 5) o 9} - - 13 6}
Movement in cash and cash equivalents {25 21 20
Barrowings repayable within one year ma 81 {16} 6 8 {15}
Borrowings repayable after more than one year {212 9) 396 33 - {255 8}
Finance leases {0 5} 04 01 (o4 {06l
Movement in borrowings and other inanaal liabilimes 481 18
Total net debt (202 2) 229 02 17 2} (207 71
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Group Accounting Policies

The prnaipal accounting policies adopted In the preparation of these financial statements are sel oul below These policies have been consistently applied to all the
yecrs presented unless otherwise stated

Basis of preparction
The consolidated financial stalements have been prepared under the histoncal cost conventfion n accordance with Internatienal Finanaial Reporting Standards (FRSs),
IFRIC interpretatons and the Companies Act 2006 applicable fo companies reporing under IFRS The standards used are those published by ihe Intemational
Accounting Standards Board {14SB) and endorsed by the EU at the ime of prepanng these statements (March 2014) A summary of the more important Group
accounting poliaies is set out below
Accouning eskmates and fudgements
The Groups cnfical accounting policies under IFRS have been sef by management with the approval of the Audit Committee The applicahon of these policies requires
estrates and assumphons to be made conceming the future and judgements o be moade on the applrcability of policies fo particular stuations Estimates and
judgements are continually evaluated and are based on histoncal expenence ond other factors, ncluding expedations of future events that are believed to be
reasonable under the arcumstances Under IFRS an estmate or udgement may be considered criical if it involves matters thal are highly uncertain or where different
eshmation methods could reasonably have been used, or f changes in the eslimale that would have a matenal impact on the Group's results are likely fo occur from
penod o penod The crlical judgements required when prepanng the Group’s accounts are as follows
il  Prowsions - as disclosed i note 21 the Group has made signdicant provision for polential emvironmental hobilites The rationale behind these and other provisions
1sdiscussed in note 21 The Directors believe that these provisions are appropnate based on information currently avalable
i Goodwiltand farr value of assets acquired (note 131 — under IFRS, management are required fo underfake an annuat fest for impairment of ndefinde lived assels
such as goodwll Accordingly, the Group tests annually whether goodwall has suffered any imparment and the Group's goodwall vaue has been supparted by
defalled value-in-use calculahons relating to the recoverable amounts of the undertying cash generating unds "CGU These calculations require the use of
estmates fo enable the cakulation of the net present value of cashflow projections of the relevant CGU the cniical estimates are as follows
» Growth i EBITDA lcalculated os operating profit before depreaiation and amerhisation) — estimated at 3% long lerm o prudent estimate gven the Group's historic
growth rates
= Timing and quantum of capital expencliture — estimated to grow from current levels af the same 3% rate
= Seleclion of appropniate discount rates to reflect the nisks nvolved ~ ypically the Group's weighted average cost of capiial would be used unless the nsk profile of
a parhcular acquired business waranted different treatment
Currently, recovesable amounis significanily exceed camypng values ncluding goodwall, there s Ihus no wnparment within a reasonable range of
assumptions Goodwill ansing on acquisition 1$ allocated to The CGU that 1s expected fo benefit from the synergies of the acquisiion: Such goodwall s then
incorporated into the Group’s standord impaimment review process as descnbed above
i} Retirement benefit labiites — s disclosed in note 12, the Group s pincipal retirement benedt schemes ore of the defined benefti fype Year end recogniion of the
liobilihes under these schemes and the valuation of assets held to fund these Labilites require o number of significant assumphons to be mode relating to levels of
scherne membership, key financial market indicators such as nflotion and expeciatons on future salary growth and assel relums  These assumptions are made
by the Group In conunction with the schemes’ actuanes and the Direclors are of the view that any estimation should be prudent and in ine with consensus opinion
For each 0 1% change in the discount rate net of nflation, the carmyng amount of pension obligations would change by an estimated £16m
Changes in accounting policy
ial New and amended standards adopted by the Group
The followang standards have been adopted by the Group for the first ime for the financiol year beginning on 1 January 2013 and have a matenal impact on the
Group
15 19 ‘Employee benefits’ was revised in June 2011 The Groupss accounting pokicy in this area hos been changed fo (Nl replace inferest cost and expected return on
plan assets with o net interest amount that is cakulated by applying the discount rate 1o the nel defined benefit labity and 12} recagnise afl costs associated wath
the adminstration of the penston schemes withm operating expenses 2012 resulis have been restated resulting in an increase of £0 5m in operating cosls and
£14 4rmin nel finance costs with compensating adjusiments to other recognised expense such that nel assets at 31 December 2012 were unchanged
There are no other IFRSS or IFRIC interpretations that are effective for the first hme for he financial year beginning on 1January 2013 thal have had a matenal impact
on the Group
b} New standards and inferprefahons not yet adopted
A number of new standards and amendments 1o standords and interpretahons are effectve for annual penods beginning after 1 January 2013 There has been no
eorly adophion of these standards in the preparation of the 2013 consoldated financial stalements
M IFRS 13 Fair value measurement aims to improve consistency and reduce complexty by providing a precise definiion of far value and a single source of fair
value measurement and disdasure requirements for use aaross RSs The requirements which are largely aligned between IFRSs and US GAAP do nol extend
the use of farr value accounting but provide guidance on how i should be apphed where s use 15 already required or permitted by other standards wathin IFRSs
or US GAAP TFRS 1315 not expected to have o matenal impact on the financial stalements
i} IFRS 9, Finanaial instruments addresses the dassication measurement and recognition of financiol assets and financal fubiliies IFRS 9 was ssued n
November 2009 and 1s opplicable from 1 January 2015 IFRS 9 1s not expected to have a matenahimpact on the financal siatements
(m} 145 36, tTmpairment of assels’ This amendment addresses the disclosure of informaton about the recoverable amount of imparred ossets f that amount s
based on the fair value less costs of disposal This amendiment s effectve from 1 January 2014 and 1s not expected fo have a matenat impact on the financial
statements
{v) 1FRS 10 ‘Consohdated financial staterments’ bulds on exsting principles by identidying the concept of control as the determining facior in whether an entity should
be included wathin the consolidated financial stotements of the parent company 17RS 1015 not expected to have @ matenal impact on the fimancial stafements
M IFRS 12 Disclosures of interests in other entities’ includes the disclosure reguirements for all forms of interests in other entifies inctuding jont arangements,
associates special purpose vehicles and ofher off balance sheet vehicles MRS 12 15 not expecied to have a matenal impadt on the financial statements

There ore no other IFRSs or IFRIC interprefations that are not yet effectve that would be expecied 1o have o matenal rnpact on the Group
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Group Accounting Policies

Group accounts

Subsidianes

Subsidianes are enfifies confrolled by the Group Confrol exsts when the Group has the power directly or indirectly, fo govem the financia! and operating
policies of an enlity so as 1o obtain benefits from its achvities In assessing control, potenhal voting nghts that are presently exerasable or converlible are taken
mie account The financial statements of subsidianes are included in the consolidated finoncial statements from the date that contrel commences until the
date that conirol ceases

The Group uses the acquisdion method of accounting to account for business combinations The consideraiion ransferred for the acquisiion of a subsidiary 1s
the far value of the assets ransferred, the liabliies ncurred and the equity inferests ssued by the Group Acguisition costs are expensed as mcured
Kdentifiable assets acquired, and liabilities and contingent liobilies assumed, in a business combinatton are measured indially of therr fai values at the
acquistion date, imespechve of the extent of any minonly inferest The excess of the cost of acquiston over the Group’s share of identifiable net assets acquired
1s recorded as goodwall

Inter-company transachons, balances and unreakised goins on fransactions between Group comparves are eiminated Unrealised losses are also
elminaied Accounting polioes of subsidianes have been changed where necessary to ensure consistency with the pelices adopled by the Group

Transachons and non-confroling nterests

The Group treats fransadions with non-controling interests as ransachions with the equity owners of the Group  For purchases from non-confrolling inferests,
the dfference between ony consideration paid and the relevant share acquired of the carmang velue of net assets of the subsidiary 1s recorded as equity
Gans or losses on disposals fo non-confroling interests are also recarded in equity

intangible assets

Goodwill

On the acquisttion of a business, fair values are aiinbuted to the net assets acquired Goodwill arises where the farr value of the consideration given for a
business exceeds such net assels Goodwill ansing on acquistions 15 capitalised and camed al cost less cccumutated imparment losses Goodwall 1s subject
to impaiment review both annually and when there are indications that the carrying value moy not be recoverable For the purpase of imparment testng,
assels are grouped at the lowes! levels for which there are separalely identifiable cash flows, known as cash generating units [CGUs" 1 the recoverable
amount of the CGU 1s less than the carying value of the goodwill, an impairment loss is recognised immediciely against the goodwall value The recaverable
amount of the CGU 1s the higher of fair value less costs 1o sell and value in use Value in use is estimated with reference o estimated fulure cash flows
discounted 1o net present value using a discount rate that reflects the nsks specific to the CGU  Typeally the Group's pre-tax werghied average cost of capilal
would be used unless the nsk profile of a paricular acquired business warranted different freatment The Group uses prudent growth esimates that track
below the Group’s historic growth rates

Other intangible assels ansing on acquistion

On ocquistion infangible assets other than goodwall will be recogrused If they can be identified through beng separable from the acquired entity or ansing
fram specific contractual or legal nghis Once recogrised such inlangible assets wall be initially valued using elher the "market approach” iwhere a well-
defined exdernal market for the asset exsisl, the “income approach™ twtich looks of the future income the asset wall generatel or the "cost approach” lihe cosl
of replacing the asset}, whichever 1s most relevant to the assel under consideration Following inihal recognihon, the asset will be watten down on a straight
line basis over is useful e Useful ives are regularly reviewed to ensure thew continuing relevance

Research and development

Research expendityre, undertaken with the prospect of gaining new saieniific or technical knowledge and understanding 1s charged fo the income staterment
i the year in which i 1s incurred Internal development expenditure whereby research findings are applied 1o a plan for the production of new or substantially
improved products or processes, s charged to the income statement in the year in which itis incurred unless t meets ihe recognition critena of 1AS 38
Infangible Assels’ Measurement and other uncertainties generally mean that such crtena are not mef Where, however, the recogniion crterta are mef,
intangible assets are capilahsed ond amortised over therr useful economic lives frarm product launch Infangible assets relafing to products in development
are subject 1o smparment testing at each balance sheet date or earlier upon ndication of mpairment Any mparrment losses are writien off immediately lo
INcorme

Computer software

Acquired computer software licenses covenng a penod of greater than one year are capitalised on the basis of the costs ncurred to acquire and bang o use
the spearfic software These costs are amorhised over therr estmaled useful ives (three to five years)

Revenue recognihon

Sale of goods

Revenue compnses the far value for the sale of goods excludes infer-company sales and value-added taxes and represents nef invoice value less estirnated
rebates, retums and setflement discounts

The Group suppkes producs 1o customers from its vanous manufactunng sites ond warehouses and n some limited instances from consignment inventory
held on customer sites, under a vanely of standard terms and conditions In each case revenue ts recognised when the ransfer of legal kile, whuch 15 defined
and generally accepted in the standard terms and condilions anses between the Group and the cusiomer This wall neary always be on dispatch or delivery
but never before dispaich Provisions for sales discounts and rebates to customers are based upon the terms of sales contracts and are recorded in the same
penod os the related sales as o dedudiion fom revenue The Group estrmales the provision for sales discounts and rebates based on the terms of each
agreement at the time the revenue is recognised

interest and dwdend mcome

inferest income 1s recognised on o ime-proportion basis using the effectve Inferest method

Dnadend income 1s recognised when the nght to receve payment s established
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Noles to the Company Accounts

Segmentaf reporting
An operating segment is a group of assets and operations engaged in providing products ond senvices thal are subject to nsks or returns that are different
from those of other segments Operahng segments presented in the financial statemenis are consisient with the infemal reporting provided fo the Groups
Chief Operafing Deasion Maker, which has been idenffied as the Group Executive Comrifiee

Employee benefits

Pension obligations

The Group accounts for pensions and similar benefits under 1AS 19 Employee Benelits frewised! In resped of defined benefil plans {pension plans that define
an amount of pension benefit that an employee wall recenve on retrement usudlly dependent on one or more factors such as oge, years of servce and
compensahon), cbligations are measured at discounted present value whilst plan assets are recorded at fair value The liability recogrised inthe balance
sheetn respect of defined benefit pension plans is the net of he plan obligations and assets No allowance 1s made in the past service liabilily in respect of
either the future expenses of running the schemes ot for non-service related death in service benefits which may anse in the future The operahing costs of
such plans are charged to operating profit and the finance costs are recogrised as finanaal income or an expense as oppropnate Semvice costs are spread
systemahically over the Ives of employees and finanang costs are recogrised In the penods in which they anse Actuancl gains and losses are recognised in
the Statement of Comprehensive Income Paymenis fo defined contribution schemes {pension plans under which the Group pays fixed confnbutions info a
separate entily} are charged as an expense as they fall due

QOther post-refirernent benefis

Some Group companies provide post-refirement healthcare benefits to their retirees The entifement o these benefits 1s usuatly condiional on the employee
remaining in service up fo refirement age and the completion of a miimum service penod The expected costs of these benefils are accrued over the penod
of employment using an accounting methodology sirmilar fo that for defined benefit pension plans Actuarial gans and losses are recogrised in the Statement
of Comprehensive Income These obligahons are valued onnually by independent qualffied actuares

Terrination benefits

Terminahon benefits are payable when employment is ferminaled by the Group before the normial retirement date, or whenever an employee accepls
voluntary redundancy n exchange for these benefits The Group recognises lermination benefits when it is demonstrably commilted to either

i) terminating the employment of current employees according fo a defarled formal plan without possibiltly of withdrowal or fu] providing terminaton benefits
as a result of an offer made 1o encourage voluntary redundancy

Share based payments

The Group operaies a number of cash and equily-setiled, share-based incentive schemes These are accounted for in accordance with IFRS? “Share-based
Payments’, which requires an expense 1o be recognised in the Income statement over the vesting period of the options The expense 1s based on the farr value
of each instrument which 1s calculated using the Black-Scholes or binomial model as appropnate Any expense s adjusted to reflect expeded and adtual
levels of options vesting, as the Group does not use markel-bosed performance cniena

Currency transiations

Functonal and presentation aurency

ltens induded in the financtal statements of each of the Groups entities are measured using the currency of the primary ecenonnic environment n which the

enlity operates (the funclional currency) The consolidated financial statements are presented in Sterling which 15 the Company's funclional and presentation

currency

Fransactions and bakances

Monelary assets and habiliies are franslated at the exchange rates ruling at the end of the financial penod  Exchange profits or losses on trading transoctions

are included in the Group Income stafement except when defemed in equity as qualifying cash flow hedges and qualifying net vestment hedges

Group companies

The results and finanaal posihon of all the Group enfifies that hove a funclional currency different from the presentation currency are franslated into the

preseniaton currency as follows

i Assets and habilihes for each balance sheet presented are translated at the dosing rale at the dale of that balance sheet,

li} Income and expenses for each income stalemeni are ransiated of average exchange rates {unless fhis average 1s not a reasonable approximanion of
the cumulatve effect of the rates prevailing on the fransaction dates, in which case income and expenses are transtated af the dates of the fransaciions),
and

tiid - All resuling exchange diferences are recognised as a separate companent of equity

On consokdation, exchange difierences ansing from the ranslation of the net nvestrnent in foreign enfiies, and of borrowings and other curency instruments

desigrated as hedges of such investments, are foken to shareholders' equity When a foreign operation is sold, such exchange differences are recognised in
the ncome sialement as part of the gain or loss on sale

Taxahon

The charge for taxahon 1 based on the proft for the year and takes into accoun taxation deferred because of temporary differences between the treatment of
cerfain iems for taxation and for accouniing purposes Temporary differences anse on differences between the canying value of assets and kabilties in the
finanaal siatements and ther tax bose and primanly relate 1o the difference between lax allowances on fangible fixed assets and the comesponding depreaaton
charge, and upon the pension furid defiat Full provision (s made for the tax effects of hese differences No provision 1s made for unremifted eamungs of foreign
subsidianes where there 1s no commitment to rernit such eamings Similarly no pravision 1s made for femporary differences relating to investments in subsidianies
since redlisation of such differences can be controlled and is not probable in the foreseeable future Deferred fax assels are recogrised, using the kabiliy method
to the extent that it 1s probable that future taxable profitwall be avalable aganst which the lemporary differences can be ufiised

Alltaxaton s calculated on the basis of the tax rates and lows enacdied or substantively enacted at the balance sheet dafe
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Exceptional tems

Exceplional tems are those items that in the Directors’ view are required 1o be separately disdosed by wirtue of therr size or incidence fo enable a full
understanding of the Groups financial performance There were no exceptional items dunng 2013 The prior year exceplional itemns relote fo discontinued
operations

Income statement presentation

The acquisihons in 2013 of Sipo and Anzona'’s Specialty Chemicals business increased acquisiion costs and amortisation of acquired intangible assets {f
the nght targets can be found, these casls are hkely to increase i the future To avoid distorting the underlying trend in profitability the Group has introduced
the definiions “Adjusted operating profit’ “Adjusted pre-tax profi” and “Adjusied eamings per share” in each case acquisiion costs, amortisahon or wrile
off of intangible assets ansing on acquisticn and excephional tems, ncluding the respective tax effect, are exduded The Group income statement has
been produced in a columnar format to further and this analysis

Property, plant and equipment

Property, plant and equipment is stated at historical cost less depreaation, with the exception of assels acquired as par of a business combination which
are inihally recorded ot farr value Costincudes the onginal purchase price of the asset and the costs atinbutable 1o banging the asset io its working
condihon for its intended use The Group's policy i1s 1o wrile off the difference between the cost of all properly, plant and equipment, except freehald land,
and therr residual value on a straight line basis over therr estimated useful Iives Rewews are made annually of the estmated remaining lives and residual
values of Indvidual productve assets, taking account of commercial and technolegical obsolescence as well as normal wear and tear and adustments
are made where appropriate Under this policy of becomes imprachcal to calculate average asset lives exactly However, the fotal ives range from
approximately 15 10 40 years for buildings, and 3 1015 years for plant and equipment All indmidual assels are reviewed for impaimment when tere are
indications that the camying value may not be recoverable By far the bulk of the Group s ‘plant and equipment’ asset dass relates 1o the value of plant and
equipment af the Group’s manufactunng faalites Consequently, the Group does nol seek to analyse out of this class other items such as motor vehicles
and office equipment

Impairment of non-finanaal assets

The Group assesses at each year end whether an asset may be impared i any ewdence exists of impairment, the estmated recoverable omount is
compared to the carrying value of the asset and an impairment loss 1s recognised where appropniate The recoverable amount 1s the higher of an assef's
value in use and farr value less costs fo sell Inaddition fothis goodwall is fested for mpairment of least annually Non-financial assets other than goodwall
which have suffered impairment are reviewed for possible reversal of the impairment at each reporting date

Non-cumrent assets hekd for sale and disconhinued operahions

Non-current assels are classified as assels held for sale and stated at the fower of camying amount and farr value less cosls to sell if therr carrying amount
I1s 1o be recovered principally through a sale fransaction rather than through continuing use A discontinued operation s a component of the Group's
business that represents a separate major line of business or geographical areoa of operations Classification as a discontinued operation occurs upon
disposal or when the operation meets the cnfena to be classified as held for sale

Leases

Assets acquired under finance leases are included in the balance sheet under properly plant and equipment ot an amount reflecing the lower of the
present value of future rentals and the fair value of the asset and are depreciated over the shorter of the lease term ond their estimated useful lves The
capital element of future lease rentals s included in borrowangs Finance charges are dllocated fo the income statement each year in proportion to the
capilal element outstanding The cost of operating teases i1s charged 1o the income statement on a straight ine basis over the lease pernod

Denvative finanoal mstruments
The Group uses denvaiive finanaal instrumenis to hedge iis exposure to interest rates and shori-term curency rate fluduations

Demvatve finanaal instruments are recorded inihally at cost Subsequent measurernent depends on the designahion of the instrument as either (i a hedge of the
farr vatue of recogrused assets or habilites or a fimn commitment {fair value hedgel, or {il a hedge of highly probable forecastransachons [cash flow hedge),

Il Fair volue hedge
Changes in the farr value of denvatives, for example interest rate swaps and foreign exchange conirodts, that are designated and qualify as fair value hedges
are recorded in the income statement, together wath any changes in the fair value of the hedged asset or lability that are atinbutable to the hedged nsk.

(il Cash flow hedge

The effective portion of changes in the fair value of denvaiives that are designated and qualify as cash flow hedges are recognised in equity The gain or
loss retating to the ineffective portion is recognised immediately in the income statement Amounts accumulated in equity are recycled in the iIncome
statement in the periods when the hedged item will affect profit or loss tfor instance when the forecast sale that s hedged takes place) However whenthe
forecast fransaction that s hedged resulis in the recogrution of a non-finanaal assel (for example, inventory] or a Iicbility, the gains and losses previously
deferred in equily are transferred from equity and induded in the iniital measurement of the cost of the assel or hability When a hedging instrument expires
or 1s sold, or when a hedge no longer meets the critena for hedge accounting, any cumulative gain of foss existing inequity at that fime remains N equity
and 15 recogrused when the forecast fransachion s ulimately recogrised in the income statement When a forecast fransachion 1s no longer expected to
oceur, the cumulative gain or loss that was reported in equity 1s immediately transferred to the income stalement

Cerfain denvalive Instrumenis do not qualiy for hedge accounting Changes in the far volue of any dervative Instruments that do not qualify for hedge
accounhng are recognised immediately m the income statement
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Bomowings

Borrowings are recogrised inifally at farr value, net of fransaciion cosis mcurred Any difference between the proceeds [nel of transachon costs) and the
redempfion value 1s recogmsed in the income stalement over the penod of the borrowings using the effective inferest method Borrowings are classtfied as
currentliabitiies unless the Group has an unconditional nght 1o defer sefflement of the liability for at feast 12 months afier the balance sheet date

Bommowing costs

General and specific borrowing costs directly atirbutable to the acquistion canstruchon or production of qualifying assets which are assets that
necessanly take a substantial peniad of trme 1o get ready for thetr Intended use or sale are added 1o the cos! of those assets untit such fime as the assets
are subsiantially ready for therr ntended use or sale

Trade and other payables
Trade and other payables are recognised inthally at fair value and subsequently measured at amorhised cost using the effective interest method

inventories

Inventones are stated at the lower of cosl and net realisable amount on a first in firsl out basis Cosl compnses all expenditure, induding related production
overheads, incurred in the normal course of business in bringing the iInventory to is location and condition al the balance sheet date Net realisable
amount 1s the estmated selling price in the ordinary course of business less any applicable vanable selling costs Provision 1s made for obsolele slow
moving and defechive inventory where appropnate Profits ansing onintra Group sales are eliminated insofar as the produd remains in Group inventory at
the year end

Trade and other receivables

Trade and other recevables are recognised nhally al farr value and subsequently measured of amorhised cost, using the effective inferest method, less
impatrment losses A provision for imparment 1s made when there 15 objechve evidence that the amouni will not be collectble Such amounts are written
down to their eshmated recoverable amounts, with the charge being made fo eperating expenses

Cash and cash equivalents

Cash and cash equivalents compnise cash balances and shorl term deposits Bank overdrafis that are repayable on demand and form an infegral part of
the Groups cash management are included as a component of cash and cash eguivalents for the purpose of the stalement of cash flows Cash and bank
overdrafis are offset and the net amount reported in the balance sheet when there is a legally enforceable nght to offset the recogmised amounis, there s
an intention 1o seffie on 0 net basis and interest 1s charged on a net basis

Environmentdl, restructuring and other provisions

The Group 1s exposed to environmential iabilities relating 1o its operations and labiimes ansing from the restructuning of its operations follewing the
acquisiion of Unigema Provisions are made immediately where a construciive or legal obligation 15 idenlified, can be quantfied and it is regarded as more
Itkely than not that an outflow of resources will be required fo seftle the obligation The Group does consider the impact of discounting when establishing
provisions and provisions are discounted when the impact is matenat and the tirung of cash flows can be estmated with reasonable certanty

Share caprtal

{ollnvestment in own shares

Employee Share Qwnership Trusts

Shares acquired by the Trustees funded by the Company and held for the continuing benefit of the Company are shown as a reduciion in equity
atinbutable to owners of the parent Movernenis in the year arising from addironal purchases by the Trustees of shares or the receipt of funds due to the
exeraise of ophions by employees are accounted for within reserves and shown as o movemeni in equity attnbutable to owners of the parent in the year
Administration expenses of the trusts are charged fo the Company’s income statement as incurred

Treasury shares
Where any Group company purchases the Company's equity share capital as lreasury shares the considergiion paid, including any directty atinbutable

incremental costs inel of mcome taxests deducted from equily artnbutable to the Company's equity holders until the shares are cancelled, resssued or
disposed of Where such shares are subsegquently sold or reissued, any consideration recewved, net of any directly atinbutable incremental fransaction costs
and the relaled income iax effects, 1s included in equity afinbutable to the Company's equity holders

{bl Preference share capital
Preference share capital 1s classified as equity as the Group has full discrehon over the tronsfer of benefis assoaated with the shares

fc/ Dvidends

Dmdends on preference shares are recognised as a hability on an accruals basis Other dwdends are recogrised os a kobility when the hability 1s
imevocable Accordingly final dvidends are recognised when approved by shareholders and intenm dwidends are recogrused when paid

Investments

Investmenis in quoled secuniies are treated as ‘available for sale and staled at farr value, being the appropnate quoled market value, with movements in
the fair value being recognised in equity Invesiments in unquoted secunies are camed at farr value unless such value cannot be reliably measured, in
which case the invesimenis are carmed ot cost nvestments are subject fo Impairment tesiing ot each balance sheet dote or earlier upon indication of
imparrment Held o matunty nvestments are measured at amortised cost using the effective inferest rate methed
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1 Segmental analysis

The Group is orgarised on a worldwide basis into three main business segments, relating fo the manufacture and sole of the Group's products which
are destined for the markets of Consumer Care Performance Technologies or Industnal Chemicals  These are the segments for which summary
management nformation 15 presented to the Group’s Execulive Commitiee, which s deemed to be the Group’s Chief Operating Deasion Maker

There ts no malenal trade between segments Segmental resulfs indlude items directly attnbulable to a speafic segment as well as those thot
can be allocated on o reasonable basis Segmeni assets consist pnmanty of property, plant and equipment, goodwall, inventorres and irade and

other recevables
2013 2012
Em £€m
restoted
Income statement
Revenue - continuing operations
Consumer Care 5932 586 4
Performance Technologies 3871 3828
Indusiriat Chemicals 967 827
Total Group revenue 1,077 0 1,051 9
Adjusted operahing profit - continuing operahons
Consumer Care 193 1853
Performance Technologies 630 595
Industrial Chermicals 103 103
Total Group operating prefit before acquisition costs
and amortisalion of intangible assets ansing on acquisition] 264 6 2551
Acquisition costs and arortisation of intangible assels ansing on acquisiion 03 102}
Tota! Group operating profit from continuing operations 2633 2549
Balance sheet
Total assets
Segmeni total assets
Consumer Care 5604 5925
Performance Technologles 2668 2277
Industrtal Chemicals 1044 64 6
Total segment assels 9316 8848
Deferred tax assels 471 640
Cash and invesiments 383 547
Total Group assels 1017 0 1,003 5
2013 2012
£m £m
. Addrhons to Deprecighon and Additons to Deprecaation and
Caprhol expendure and depreciation non-current assets g amortisation non-curreni assels P amortisahion
Consumer Care 231 182 299 184
Performance Technologies 177 124 172 102
Industrial Chemicals 48 a3 56 35
Total Group 466 339 527 321
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The Group manages ts business segments on a global basis The operations are based manly in the following geographical areas, Europe with
manufactunng sites in the UK, France, the Netherlands, Italy and Spain, the Amencas, with manutactunng sites in the USA and Brazil, and Asia, with
manufactunng siles In Singapore, Japan, Indig, Indonesia and China

The Group’s revenue from external customers in the UK 1s £49 6m {2012 £50 9ml, in Germany is £117 8m (2012 £115 0mi, in the US1s £251 2m
{2012 £242 7m) and the tokal revenue from external customers from other counines 1s £658 4m (2012 £643 3m)

The tolal of non current assels other than financial nstruments and deferred tax assets located in the UK1s £84 7m (2012 £85 6mi, ond the tolal of the
non-current assels located in other counines 1s £288 9m (2012 £260 2mj Goodwill has not been split by geography os this asset is not atinbutable fo o
geographical area

No single external customer represenis more than 5% of the total revenue of the Group

2 Operahng costs 2013 2012
£m £m

Analyss of net operating costs by function
Distribution costs 381 366
Administirative expenses 87 654
98 1020

Adduihional information on the nature of operating expenses, including deprecation and employee costs, 1s provided in nole 3

3 Profit for the year 2013 2012
£€m £m
restated
The Group profit for the year s stated after charging
Deprecation and amortisation inote 13 & 1) 3¢ 321
Staff costs Inote 10] 1730 742
Redundancy costs
Non-exceptional 1 13
Invenicnes
Cost recognised as expense in cost of sales 6256 6389
Provision movement In year 24 {43
Research and development 223 196
Hire of plant and machinery and other operating lease rentals 59 57
Net forergn exchange 06 18
Bad debt charge/{release) inofe 18} 02 103

Services provided by the Group's auditors
Audit services

Fees payable to the Group auditor for the qudit of parent company and
consohdated inancial statements 01 01

Fees payable to the Group auditor and its associates for the audii of the

Company’s subsidiaries 07 o7
08 08

Non-gudit services

Fees payable to the Group auditor and its associates for other services

Tax compliance services 02 06

Other advisory serices - 01
10 15

in addition to the amounis above included wathin additions to other intangibles are £0 5m {2012 £1 1m) of caprtalised costs refating to work camed
out by lhe audtors on computer system implementahons in a number of the Group's smaller locations Further detail can be found i the Corporate
Governance Report

Crodo Annual Report & Accounts 2013 93




e mm—— - —

Notes; to .1—he Group Accounts

4 Net financal costs 2013 2012
£m £m
restated
Financial costs
$100m US loan note due 2020 38 37
2010 Club facility due 2015 47 50
Net interest on refirement benefit labilifies (note 12| 48 85
Other bank loans and overdrafts 12 06
145 178
Financial ncome
Bank interesi recevable and similar income N3 {12
i3} t2
Nel financial expenses 132 16 6
5 Tax
{a} Analysis of tax charge for the year
Continuing operahons
United Kingdom current corporate tax 139 Nné
QOverseaqs current corporate laxes 460 508
Current tax 599 624
Deferred fox Inote 6} 123 n7
722 741
(b} Tax on items charged to equity
Deferred 1ox on acluanal movement on refirement benefit habihties 41 75
Deferred fax on share based payments {0 3} 13
38 62
{c) Factors affecting the tax charge for the year
Profit before tax from continuing operations 2501 2383
Tax ai the slandard rafe of corporation tax in the UK, 23 25% (2012 24 5%} 581 584
Effect of
Deferred 1ox rate change M 4 nn
Tax cost of reriting overseas income fo the UK 05 04
Expenses and write offs nol deduchble for lax purposes 05 01
Effect of higher overseas tax rates 145 159
722 741
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6 Deferred tax 2013 2012
£m £m

The deferred tax balances included in these accounts are attributable to the following

Deferred tax assets
Retirement benefit obligaticns Ny 449
Prowvisions 152 191
a7 640
Deferred tax liabilihes
Excess of capital ollowances over deprecigtion 388 400
Revaluation gains 19 19
Other 13 13
420 432
The movement on deferred tax balances dunng the year is summarised as follows
Deferred tax charged through income stalement
Continuing operations fz2 3j ma
Deferred tax credited to equity {note 5bi (38 62
Business disposals - 17
Exchange differences 04 02
57 (16 4
Net balance brought forward 208 372
Net balance carned forward 51 208
Deferred tax charged through the income statement relates to the following
Retrement benefit obligations 89 {41
Excess of capifal allowances over depreciation 02 {038
Other (3 6} {6 8)
(12 3} 11 7

Deferred tax s calculated in full on terporary differences under the liabildy method ai rates appropnate fo each subsidiary Duning the year, as a resulf of
forthcorming changes in the UK corporatron tax rate from 23% to 21% from 1 Apnl 2014 and then to 20% from 1 April 2015 that were substantvely enacted
on 2 Julty 2013, the relevant deferred tax balances have been re-measured Deferred lax expeded to reverse in the year to 31 December 2014 and beyond
has been measured using the rate due to prevail in the year of reversal

Deferred tax assets have been recogrused in all cases where such assets anse, as itis probable the assets will be recovered

Delerred tax 1s only recognised on the unremitted earnings of overseas substdignes 1o the extent that remiiance 1s expedted in the foreseeable future
If all earnings were remitted, an additional £2 2m (2012 £2 4m) of fax would be payable

Deferred tax assets of £2 4m {2012 £7 9m) are expecied 1o be recovered within 12 months of the balance sheet date

All mavements on deferred tax balances have been recognised in income with the excephion of the charges shown in note 5{bl, which have been
recagnised directly in equity
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7 Discontinued operations

There were no operations disconhinued in 2013

In November 2012, the Group sold ifs Balion manufaciunng assets based ot Cremona, along with the associated business, to GreenQlea SpAfora
consideration of £3 9m, generating a loss on disposal of £11 5m, net of a deferred tax credit of £1 7m

In January 2012, the lean note of £16 Im ansing from the sdle of the Groups Chicago site was repaid early by HIG Capital, the purchasers of the site
This early setilement gave nse fo an exceptional profit of £1 6m

The environmental provision relating fo sites previously occupied by discontinued businesses increased In 2012 by £2 6m in recogrution of further
information received relating to potential fulure kabilifies

The Group closed its Bromborough site In 2009 Durning 2012 the final deferred consideralion of £0 8m was receved in relation 1o the disposal of the site
Other exceptional ncome of £0 3m was receved in respect of other dormant sites

The impadt of the operations discontinued in 2012 which resided predominantly withun the Indusinal Chemicals segment, ts as follows

2013 2012
£m £m
Revenue - 305
Operating costs - {33 0}
Pre tax operating results from disconfinued operations - {2 5}
Tax - 07
Post tax operating results from discontinued operations - 18
Loss on disposal - {10 5)
Exceptional environmental provision - {2 6
Tax - 17
Net exceptional loss on disposal - ma
Tota! loss after tax from discontinued operations - 13 2}
Cash flows from discontinued operahons
Net cash flows from operating achvikes - 04
Net cash flows from investing activities - o7
- {0 3}
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8 Eamings per share Conttnuing Drscontmued Continuing Discontmued

Total operations operations Total operahons operations

2013 2013 2013 2012 2012 2012

£€m £m £m £m £m £m

Adjusted profit for the year! 1792 179 2 - 162 6 164 4 {18}
Acquisiion costs and amortisation of acquired

infangible assets 03} 03 - 02 {02 -

Excephonal tems - - - 4 - na

Non-coniroliing inferesis O 5} 05) - 0 0 -

177 4 177 4 - 1509 1641 N3z

Number Number Number Number Number Number

m m m m m m

Weighted average number of 10p ordinary shares
in 1ssve for basic colculotion 1352 1352 1352 134 6 134 6 1346
Deemed tssue of potentially dilutive shares 12 12 12 18 18 18
Average number of 10p ordinary shares for diluted
calculahion 136 4 136 4 136 4 136 4 136 4 136 4

Pence Pence Pence Pence Pence Pence
Basic earnings per share 1312 nz21
Basic earnings per share from continuing operatiens 1312 1219
Ad|usted basic earnings per share from
continuing operations’ 1322 1221
Basic earnings per share from discontinued operations - (9 8}
Diluted earnings per share 1301 N0 6
Diluted earnings per share from conhnuing operafions 1301 1203
Adjusted diluted earnings per share from
continuing operationst 1310 120 5
Diluted earnings per share from discontinued operahions - 97

Tbefore excephonal tems acquisihon costs and amortisahon/wnie of Infangible assets ansing on dcquistion Acquisiion cosis of £1 0m (2012 £nil) and nlangible essel amohsation of
£03m (2012 £0 2mjwere charged in the year

Bostc eamings per share 1s calculated by dividing the eomings atinbutoble to ordinary shareholders by the weighted average number of ordinary shares
in issue dunng the year, excluding those held as freasury shares or in the employee share trusts Inote 25) which are trealed as cancelled os except fora
nominal amount dwvdends have been wawved

For diluled eamings per share, the weighled average number of ordinary shares in 1ssue 1s adjusted fo assume conversion of all polentially dilutive
ordinary shares

Additional earnings per share measures are included above 1o give o better indication of the Group's undertying performance
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9 Dwvidends Pence 2012 Pence 2012
per share £m per share £m
Qrdinary
Inferim
2012 interim, paid October 2012 - - 2675 360
2013 interim, paid October 2013 29 00 392 - -
Final
207 finat, paid June 2012 - - 3025 407
2012 final, paid May 2013 3275 443 - -
6175 835 5700 767
Preference ipaid June and December) 01 01
836 76 8

The Drreclors are proposing a final dmdend of 35 5p per share, amounting fo a lotal of £48 Om, inresped of the financal year ended 31 December 2013
Subject to shareholder approval, the dvidend will be paid on 30 May 2014 to shareholders registered on 2 May 2014 and has not been accrued in these

financial statements The tolal dmdend for the year ending 31 December 2013 15 64 5p per share amounting to £87 2m

10 Employees 2013 2012
£m Em
restated

Group employment costs including Directors
Wages and salaries 1261 124 9
Share bosed payment charges (note 23} 69 133
Social secunty cosls 23 231
Other pension costs inote 12} 49 129
Redundancy costs " 13
1741 1755
2013 2012
Number Number

Average employee numbers by funchon

Produchon 2,074 2,003
Selling and distribution 880 842
Admnisiration 447 427
3.401 3272

As required by the Compantes Act 2006 the figures disclosed above are weighted averages based on the number of employees at each month end and

mdude Executive Directors Af 31 December 2013 the Group had 3,545 {2012 3,288) employees in tofal

2013 2012
£m £m

Key management compensation including Directors
Wages and salaries 43 60
Share bosed payment charges 30 36
Soaal secunty costs 10 16
Other pension cosis 03 03
86 ns

Key monagement compnses the members of the Beard and Group Executive Committee
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11 Directors’ remuneration

Detoiled information concernmg Direclors’ remuneraiion, interests and options 1s shown n the parts of the Directors’ Remuneration Report subject fo audit
on pages 53 to 73 which form part of the annual report and accounis

12 Retrement benefit lintudihes
The fable below summanses the Group's net year end post-employment iobilies and actnty for the year

2013 2002
£m £m
restated
Balance sheet obligahons for
Defined pension benefits 124 3 1519
Post-employment medical benefits ns 139
1358 1658
Income statement charge included in profit before tax for
Defined pension benelits 163 18 2
Post-employment medical benefits 09 09
172 191
Remeasurements induded in other comprehensive expense/{tncome) for-
Defined pension benefits N {150
Post-employment medical benefits (V4] 11
64 {13 9}

Defined benefit schemes

The Group operales defined benefit pension schemes in the UK, US and several other temtories under broadly similar regulatory frameworks The Groups
main schemes ore of the final solary penston type, which pronde benefits 1o members in the form of a guaranteed level of penston payable for ife The
level of benefits prowded depends on members length of serice and ther salary in the final years leading up 1o retrement In the UK plans, pensions in
payment are generdlly updated in ine with the retaill pnce iIndex, whereas in the US plans, pensions generally do not recerve inflationary increases once in
payment With the excephon of this inflalionary nsk in the UK, the plans face broadly similar nsks, as descnbed on pages 102 and 103

The majonty of benefit paymenis are from frustee administered funds, however there are also a number of unfunded plans where the relevant Group
company meets the benefit paymeni obligation as it falls due

Plan assets held in frusts are governed by local regulahions and prachice in each country, as 1s the nature of the relationship between the Group and the
trustees lar equivalentt and their compostion Responsibility for governance of the schermes - indluding investment deasions and contnbuhion schedules
~ lies jointly with the relevant Group compary and the parficular schemes board of trustees The board of frustees must be composed of representatives
In accordance wath each scheme’s regulations
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12 Refirement benefit liabilihes {continued)

Defined benefits schemes (continued) 2013 2012
The amounis recognised in the balance sheet in respect of these schemes are as follows £m £m
restated
Present value of rehrement benefit hobilies
UK pension scheme (725 5} 16501
US pension scheme (101 3} 133l
Resi of World o1 3} 959
(928 1) (859 3
Fair value of schemes’ assefs
UK pension scheme 6311 5468
US pension scheme 832 775
Rest of World 940 880
808 3 7123
Net habilily in respect of funded schemes ne 8) (147 0)
Present value of unfunded obligations (4 5) {4 9}
Liability in Group balance sheet {excluding post-employment medical benefits) (124 3) 11519)
Movement in present value of rehrement benefit habiites in the year
Opening balance 8642 8333
Current service cost 120 102
Sefilernents on restructuring and disposal of businesses - 07
Acquisiion of subsidiary - 01
Interest cost 364 392
Remeasurements
Change in demographic assumptions 16 -
Change in financial assumptions 475 551
Expenence losses/{gans) 15 (38 2)
Contribulions paid in
Employee 28 26
Benehts pand {32 0) 3171
Exchange differences on overseas schemes 14) 16 3t
932 4 864 2
Movement in fair value of schemes’ assets in the year
Opening balance 23 647 5
Interest income 321 31z
Remeasurements
Return on scheme assets, excluding amounts included in financial expenses N5 ne
Coninbutions paid tn
Employee 28 26
Employer 531 346
Benefils paid out (32 0) {311
Exchange differences on overseas schemes 0 5) 44
808 3 23
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As af the balance sheet date, the present value of refirement benefit obligahions was compnsed of approximately £214m in respec! of aclive empoyees,

£268m In respect of deferred members and £451m in relotion fo members in retirement

Total employer contnbutions fo the schemes in 2014 are expected lo be £30 tm
The significant actuanial assumphons were as follows

2013 2013 2012 2012
UK us UK us
Discount rate 4 4% 4 5% 45% 3’
Inflation rate 37% 25% 31% 25%
Rate of increase in salaries 4 7% 40% 41% 40%
Rote of increase for pensions in payment 33% n/a 30% n/a
Duration of atuidies (| e hfe expectancy] lyears) 194 109 187 120
Remaining working life 150 no 153 no
The sensitmty of the defined benefil liabilily to changes in the assumptions 15 as follows
impact on retirement benefit liabilty
Sensitivity Of increase Of decrease
Ciscount rate 05% -8 5% +9 8%
Inftation rate 05% +51% -59%
Mortality lassumes all scheme members are one year younger) 1year +2 7% n/a

The above sensitvily analyses are based on a change in an assumption while holding all other assumptions constant In praciice, this 1s unlikely to
occur and changes In some of the assumplions may be correlated When calculating the sensihvity of the defined benefit lability 1o sigruficant
actuanal assumphons the same method {present value of the defined benefit kabiliy colculated with the projected umit eredit method at the end of
the reporing penod) has been applied as when calculating the retrement benefil habilty recognised in the Group balance sheet

The weighted average duration of the defined benefit hability 1s 18 6 years

The assets in the schemes cornpnsed

2013 2013 2012 2012
£m % £m %
Quoted

Equities 4592 57% 404 5 57%
Government bonds 726 9% 653 9%
Corporale bonds 9946 12% 94 2 13%
Other quoted secunies 158 2% 165 2%

Unquoted
Cash and cash equivalents 197 % 151 %
Property 593 7% 453 6%
Labibity dniven instruments 343 4% 252 4%
Other 478 &% 46 2 6%
808 3 100% nz3 100%
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12 Rehrement benefit iabilihes {conhnued)

Post-employment medical benefits

The Group operates an unfunded post-employment medical benefit scheme in the US The melhod of accounting, significant assumplions and the
frequency of valuanions are similar to those used for defined benefit pension schemes set oul on the preceding pages with the addiion of actuanal
assumphons relating fo the long-term increase in healthcare costs of 7 5% o year (2012 7 8%)

The amounts recognised in the balance sheet in respect of this scheme i1s as follows

2013 2012
£m £m
Present value of unfunded obligatons
US scheme ns 139
2013 2012
£m £m
Movement in present value of post employment medical benefit obligahons in the year
Opening balance 139 131
Current service cost o4 04
Interest cost 05 05
Remeasurements
Change in financial assumptions 4 11
Expenence gains 13 -
Benefits paid {0 5) (e
Exchange differences on overseas schemes (L R)] 05
ns 139

Pension and medical benefits - nsks and volahity
Through ils defined benefit pension schemes and post-employment medical schemes the Group is exposed fo a number of nsks, the most
stgnificant of which are detaled below

Asset volahlity

The schemes” habilihes are calculated using a discount rate set with reference to corporate bond yields, if scheme assets underperform this vield,
this wall create a deficit Both the UK and US plans hold a significant proportion of equities, which are expected to outperform corporate bonds

in the long-lerm while prowiding volatility and nisk in the short-term Whiist our Dutch scheme is less maiure, regulatory pressures result in lower
equity holdings As the schemes mature the Group intends to reduce the level of investrent nsk by investing more in assets that better match the
llabimes However, the Group and the Trustees believe that due to the long-term nature of the scheme liabilities and the strength of the supporting
Group, o level of confinuing equity invesiment is an oppropnate element of the Group s long term strategy to manage the schemes efficiently See
below for more delails on the Group's assel-lability matching sirategy

Changes in bond yields
A decrease in corporate bond yields will increase scheme habilities, although this will be partially offset by an increase in the value of the schemes’
bond holdings

Infiation nsk

Some of the Group’s pension obligations are inked to inflation and higher infialion will lead fo higher liabiiies However, the level of inflationary
increases are usually capped to protect the scheme aganst extreme nflalion The majonty of the schemes’ assets are erther unaffected by inflatton
in the case of fixed inferest bonds or loosely correlated in the case of equiies, meaning that an increase in inflation will thus increase the defion

in the US schemes, the pensions in payment are not hnked 1o inflaion so this is a less matenal nsk

Life expecioncy

The majonty of the schemes obligations are to provide benefits for the life of the member, so increases in life expectancy will result in an Increase
in the schemes lLiabilihes This 1s porticularly sigmificant in the UK scheme, where inflotonary increases result in higher sensiivity to changes in

Iife expeciancy In the case of the funded schemes, the Group ensures that the investment posilions are managed within an asset-lkability matching
{ALM) framework thot has been developed 1o achieve long-term investments that are cognisant of the obligations under the pension schemes
within this framework the Group s ALM objective 1s o maich a portion of assels to the pension obligattons by investing in long-term fixed interest
secunties with malurihes that match the benefit payments as they fall due and i the oppropnate currency The Group and Trustees achively monitor
how the duration and the expected yield of the invesiments are maiching the expected cash outflows ansing from the pension obligations The
Group has not changed the processes used to manage its nsks from previous penods
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Invesiments are well diversified such that the failure of any single Investment would nol have a matenal impact on the overall level of assets A
large portion of assels in 2013 consists of equities and bonds, although the schemes also invest in property, cash and infrastructure funds The
Group believes that equilies offer the best relurns over the long ferm wath an acceptable level of nsk Both the UK and Duich schemes make use of
a portfolio of denvative instruments e mitigate inferest rale ond inflation nsk

The next tnenmiol valuation of the UK scheme 1s due to be completed as at 30 September 2014 The Group considers that the schedule of
coninbutions sel ot the 30 September 2011 valuotion dale remains sufficient to eltrinate the defiat by 31 January 2016 The draft annual funding
update for the UK scheme showed a funding level of 94 2% as af 30 September 2013 The funding review of our US scheme is underlaken
annuclly As at 31 December 2012 the scheme was 102 6% funded, with the funding level allowing for contnbutions receved during 2013 The
Group’s Dulch scheme, as alluded to earlier, i1s subject to ¢ more ngorous regulatory environment under the supervision of the Dutch National Bank
IDNB] As ot 31 December 2013 the scheme was 119 8% funded on an acfuanal basis relative to the DNB's required level of 117 2% and ¢ minimum
funding requirement of 104 1%

The expected distnbution of the iming of benefit paymenis is as follows

Less than Between Between Beyond
a year 1-2 years 2-5 years 5 years Total
£m £m £m £m £m
Pension benefils 301 320 104 2 7618 9281
Post-employment medical benefits 06 06 19 84 ns
307 326 1061 7702 9396
Defined contribuhon schemes 2013 2012
£m £€m
Contnbutions paid charged 1o operating profit 25 23

Adophon of IAST? {revised 2017)

The revised employee benefil standard introduces changes fo the recognition, measurement presentation and disclosure of post-employment
benefits The slandard also requires nel inferest expense to be calculated as the product of the net defined benefit hability and the discount rate as
determmed al the beginning of the year The effect of this 1s 1o remove the prewious concept of recognising an expected refurn on plan assets

The effects of the changes on prior year s previously disclosed figures are as follows

2012as Impact of

previously 1AS19 202
stated {ravised) restated
£m £m £m

Income Statement
Operating profit 2554 {051 2549
Net finance costs (22} (14 4} (16 6}
Profit before tax 2532 14 9] 2383
Tax 761 40 741)
Profit affer tax 1751 {10 9} 164 2
loss after tax from discontinued operattons 132 - 13 2}
Profit for the financial year 1619 {109 1510

Group Statement of Comprehensiva Income
Profit for the year 1619 (109 1510
Other comprehensive [expensel/income

Remeasurements of post-employment benefil obligations {10} 49 139
Tax on ttems that will not be clossified (3 5 {4 0} 7 5)
Other (8 0 - 80

ne & 109 ne

Tolal comprehensive iIncome for the year 149 4 - 149 4

There 1s no mpact on the Group balance sheet following the adoption of the revised I1AS19 In the Group siatement of cash flows s the revised
siandard has no impact on Group net debt, the reduchon in operaling prafil above 15 offset by an increase in the adjustment fer pension fund
coninbutions in excess of service cost
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13 intangbble assets

Other
Goodwill Software  intongibles Total
£m Em £m £m

Cost
At1Januory 2012 199 ¢ Bé - 208 5
txchange differences - 04 01 03
Addions - 09 10 19
AcquisHions 66 - 07 73
At 31 December 2012 2065 91 18 217 4
At1January 2013 206 5 91 18 2174
Exchonge differences hal - - o
Addifions - 17 - 17
Acquisitions 238 - 23 261
Reclassification from plant and equipment - 12 - 12
At 31 December 2013 2293 120 41 245 4
Accumulated amorhsation
At1January 2012 - 35 - 35
Exchange differences - (04} 01 10 3
Charge for the year [note 3} - 09 02 11
At 31 December 2012 - 40 03 43
At 1 January 2013 - 40 03 43
Charge for the year incle 3 - 13 03 16
At 31 December 2013 - 53 06 59
Net book amount
At 31 December 2013 2293 67 35 2395
At 31 December 2012 2065 51 15 2131
At 1 January 2012 1999 51 - 2050

As discussed In the accounling pohicies note on page 88 goodwill 1s tested af each year end for imparment with reference to the relevant cash generating
unit's [CGU) recaverable amount compared to the unil's carrying value including goodwill Assets are grouped at the lowest level for which these are
separofely identifiable cash flows relevant to the acquisiion generating the goodwill The recaverable amount is based on value in use calculahons using
pre-lox discounted cash flow projections based on the Group s current year resulls and a future growth rate of 3% per annum (2012 3%) for 25 years

The goodwill refotes predominantly 1o the value in the commercial and other synergies anising from the combmanion of acquired businesses or the specific

technologies or products acquired with Crodass established glebal sales, markefing ond R&D networks

Unless the nsk profite of a parhicular acquisiion dictates otherwise, the cash flows are discounted using the Group s weighted average cost of capital, which

for these purposes has been calculated to be approximately 6 4% pre-tax (2012 6 8%]

The key assumphons underpmming the forecasts employed in the value in use calculation reflect a prudent view of past expenience and are that market
share will not change significantly and that gross and operating morgins will remain broadly constont In respect of broughi-forward goodwill the directors
believe there are no reasonably probable significant changes i assumptions which would give nise to an impairment charge in the year Goodwall ansing in
the year will be subjeci to the same assumptions and review process commencing the year after inhal recognition

Reciassifications represent amounis fransferred from plant and equipment upon completion of asset construction projects Whilst these projects remain in

progress all capital expenditure 1s disclosed within plant and equipment
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14 Property, plant and equipment

Land Plant
and buildings and equipment Total
£m £m £m

Cost
Al 1 January 2012 123 5 4397 56312
Exchange ddferences 40 14 2} ne 2|
Addrtions 89 419 508
Acquisthons - ol 01
Business disposals and closures 2a {250 127 6l
Other disposals and write offs {04 {2 8 32}
At 31 December 2012 125 4 4397 5651
At 1January 2013 125 4 4397 5651
Exchange differences 39 o 14 0}
Addifions 32 Nn7 449
Acquishions i 106 217
Other disposals and write offs 10 6) (2 6} 32
Reclassifications 14 (2 6} 2
At 31 December 2013 1366 4767 6133
Accumulated depreciation and impairment losses
At 1January 2012 406 182 4 2230
Exchange differences 17 79 {9 6
Charge for the year [note 3) 37 273 310
Business disposals and closures 0 N3 8l 4%
Other disposals and write offs 10 4) 23 27
At 31 December 2012 Mam 1857 226 8
At 1 January 2013 411 1857 2268
Exchange differences 167} 152} 59
Charge for the year {note 3} 36 287 323
Other disposals and write offs 02} 123 2 5)
At 31 December 2013 438 2069 2507
Net book amount
At 31 December 2013 928 2698 3624
At 31 December 2012 843 2540 3383
At 1January 2012 829 2573 34012

The nei book value of assets held by the Group under finance leases for plons and equipment at 31 December 2013 was £0 9m (2012 £0 7m} The leased
equipmen secures the lease obligations in note 20 No other property, plant or equipment have been pledged as secunly for kabilines

Reclassificafions represent amaunts fransferred from plant and equipment upon completion of asset construchon projects Whils! these projects remain in

progress ali capital expenditure 15 disclosed within plant and equipment
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15 Future commitments

2013 2012
£m £m
Group copital projects
Al 31 December the Directors had authonsed the following expenditure on capital projects
Contracied but not prowided for
Property, plant and equipment 10 4 103
Intangible assets 04 o1
Authorised but not contracted for
Property, plant and equipment 357 239
Intangtble ossets 02 21
467 364
Operating leases - minimum tease payments
Al 31 December the Groups future minimum lease comrmitments were due as follows
Within one year 37 26
From one fo five years 93 52
Alter five years 89 53
FARY 131

The Group leases vanious builldings, vehicles and other plant and equipment under non-canceflable operciing lease arrangements The leases

have varnous terms typical of lease agreements for the particutar class of asset

16 Invesiments 2013 2012
£m £m
Other investments 08 09
08 09

The Directors believe the carrying volue of the investments is supporied by therr underlying net assels

Other investments

Other invesiments of £0 8m {2012 £0 9m) comprise equity secunhes classified as ovailable-for-sale and are mnciuded at cost, as fair value cannot

be measured reliably, or if quoted on an active market, at market value

17 Inventones 2013 2012
£€m £m

Raw malenals 402 333
Work in progress 28 4 240
Firished goods 124 2 n3 2
1928 170 5

The Group consumed £625 6m (2012 £638 9mi of inventortes dunng the pencd
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18 Trade and other recenvables 2013 2012
£m £€m
Trade recewables n9 4 1270
Less prowision for impawment of receivables (2 4) (2 8}
Trade recevables - net n7o 124 2
Other recevables 185 379
Prepayments 12 08
1367 162 9
The ageing of the Group’s year end overdue recenvables agamnst which no provsion 2013 2002
has been made 1s as follows £m £m
Not impared
Less thon 3 months 141 193
3 1o 6 months 02 04
Over 6 months 06 -
119 197

The Indmduaily imparred recevables relate to customers in unexpectedly difficult economic crcumstances The overdue recervables aganst which no
prowision has been made relate to o nurmber of customers for whom there 15 no recent history of default nor any other indication that settiernent wall not be
forthcoming The other classes within trade and other receivables do not contain imparred ossets

2003 2012

The carmang amounis of the Group's recevables are denominated in the following currencies £m £m
Sterling 121 139
Us Collar a0 7 4566
Euro 540 674
Other 299 350
136 7 1629

2013 2012

Movemenis on the Group s provision for impairment of frade recenvables are as follows £m £m
At Jonuary 28 46
Exchange diflerences on o
Charged/ireleased) to iIncome statement 02 {03}
Net write off of uncollectible receivables 0 5) {14
At 31 December 24 28

Amounis charged to the income siatement in respect of bad debis are included within administrative expenses The other classes of recevables
do not contain impaired assels
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19 Trade and other payables

2013 2012

£m £m

Trade payables 515 536
Toxaton and social securdy 80 99
Other payables 202 258
Accruals 468 472
1265 136 5

20 Bormowmgs, other finanal liabilihes and other financial assets

This note should be read in conjunction wath the further iquidily disclesures in our accounting policies note and the Group Finance Direclor’s report
on page 20and 21

2013 2012
£m £m
Current assels
Investments o8 09
Trade and other receivables lexcluding prepayments) 1355 1621
1363 1630
Current habilihes
Trade ond other payables lexcluding taxation, social security, accruals and deferred income) nz 794
Unsecured bank foans and overdrafts due within one year or on demand 178 51
Other loans 85 -
Obligations under finance leases 03 g3
983 848
Non-cument liabilihes
2010 Club facility due 2015 1408 1778
$100m fixed rate 10 year bond 604 619
Other unsecured bank loans n7z 161
Obligahons under inance leases 02 03
2131 2561

The Club facility was put in place in November 2010 and falls due for repayment upon expiry of the agreement in May 2015 Inferest 1s charged al
a floating rate based on LUBOR or EURIBOR depending upon ihe drawdown currency, plus a vanable margin The margin the Group pays on ils
borrowings over and above standard rafes 1s determined by the Group’s net debt 1o EBITDA rato
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2013 2012
£€m £m
Maturity profile of financial habildies
Repayments fall due as follows
Within one year
Bank loans and overdrafts 178 51
Other loans 85 -
Obliganons under finance leases 03 03
26 6 54
After more than one year
Loans repayable
Within one to two years 1525 -
Within two fo five years - 1939
Five years and over 604 619
Obligahons under finance leases payable between years two and five 02 03
231 2561
The mmimum lease payments under finance leases foll due os follows
Within one year 03 Q3
Within twao lo five years 03 04
06 o7
Future finance charges on finance leases on {01
Present value of finance lease habiliies 05 06
Undiscounted matunty analysis of financal babides
Within one year
Bank loans and overdratts 183 52
Other loans 88 -
Obligations under finance leases 03 03
274 55
After more than ane year
toans repayable
Within one fo two years 1557 -
Within two 1o five years - 2004
Five years and over 820 878
Obfigatons under finance leases 03 04
2380 288 6

The analysis above includes estimated inferest payable to motunty on the undertying loans For the loans due after more than one year £5 9m
12012 £6 4m} of the inlerest falls due wathin one year of the balance sheet date £4 6m {2012 £6 5miwithin one to two years, £10 8m
(2012 £12 2m) within two 1o five years and £3 6m {2012 £7 4m) beyond five years
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20 Bomowings, other finanaat habilihes and other financal assets {continued) Fixed Rate
Weighted Average

Interest rate and currency profile of Group financial iabiihes Total Fixed Floating Interest  Fixed Period

£m Em £m Rate % Years
Sterling 595 - 595 - -
US Dollor 724 60.4 120 594 61
Euro 921 - 921 - -
Other 157 - 157 - -
At 31 December 2013 2397 604 179 3 594 61
Sterling 784 - 784 - -
US Doller 878 619 25% 594 71
Euro 932 - 932 - -
Other 21 - 2 - -
At 31 December 2012 2615 619 1996 594 71
Farr values

The table below detalls a corpanson of the baok and fair values of the Group's financial assets and liabiliies Where there are no readily available market
values fo determine fair values, cash flows relafing to the vanous instruments have been discounted al prevailing nferest and exchange rates to give an

estirate of far value

Book Fair Book Farr

Valve Valve Value Value

2013 2013 2012 2012

£m £m £m £m

Cash deposils 272 272 538 538
Other investrnents o8 o8 09 09

2010 Club facihty due 2015 (140 8} (140 8} 177 8i {177 B}

$100m fixed rale 10 yeer bond {60 4} {65 5} 6191 719}

Other bank borrowings {29 5} {29 5) (212 121 2}
Other loans (8 5} (8 5} - -

Obligations under finance leases (0 5) o 5} [0 6l {0 6}

For finanaial instruments with a remaining hife of greater than one year, farr values are based on cash flows discounted of prevailing interest rates
Accerdmngly, the fair value of cash deposits and short term borrewings approximates fo the book volue due o the short malunty of these
instruments The same applies fo trade and other recevables and payables excluded from the above analysis

Finanaal mstruments

Effectve 1 January 2013 ihe Group adopted the amendment to IFRS 13 for finanaial instruments thot are measured in the balonce sheel at far

value This requires disclosure of fair value measurements by level of the following hierarchy
- Quoted prices lunadjusted) in active markets for identical assets or habilities flevel 1}

- Inputs other than quoted prices included within level 1that are observable for ihe asset or labulty, enher directly {ihat 1s, as prices) or indirecily

(that s, derived from prices) llevel 2}

- Inpults for the asset or lability that are not based on observable market data that 1s unobservable inputs {level 3}

All of the Group's finanaial instruments are classified s level 3
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Borrowing facilities

As at 31 December 2013 the Group had undrawn commutted faciliies of £253 2m (2012 £204 2m] in addiion the Group had other undrawn
facihiies of £54 4m {2012 £67 4m) available Of the Group’s total committed facilimes of £465 8m, £60 4m expires in 2020 with the balance expinng
n 2015

Finanaad risk factors

The Group's adimilies expose it fo a vanely of financial ks currency nsk, inferest rate nsk, Iiquidity nsk, and credit isk. The Group’s overall nisk
management siralegy 1s approved by the Board and implemented and reviewed by the Risk Management Commitiee Delailed financial nsk
mancgement s then delegated fo the Group Finance department which has a specific policy manuai thot sets out guidelines fo manage financial risk
Regular reports are received from all operating companies fo enable prompt identification of inanaal nsks so that approprate action may be taken

In the management and defimtion of capital the Group includes ordinary and preference share capital and nel deb

Currency nsk

The Group operates internationally and 15 exposed io currency nsk ansing from vanous currency expasures, primarily with respect to the US

Dollar and the Euro Foreign exchange nsk anses from fulure commercial fransachons, recogrised assets and habiliies and net invesiments in

foreign operations Enfiies i the Group use foreign currency bank balances to manage therr foreign exchange nsk anising from future commercial

transachons recognised assels and liabilies The Group's nsk management policy 1s to manage fransachional nsk up 1o three months forward |
The Group has certan investments n foreign operations, whose net assets are exposed o foreign currency translahion nsk Currency exposure i
ansing from the net assels of the Group s foreign operations 1s not specifically hedged bul is reduced primanly through borrowings denominated in

ihe relevant foresgn currencies where 1tis efficient to do so

For 2013, had the Groups basket of reporting currencies been 10% weaker/stronger than the aclual rates expenienced, post-tax profit for the year

would have been £11 6m {2012 £11 6m) lower/higher than reporied, pnmanly as a result of the franslation of the profits of the Group's overseas

enfihes, and equity would have been £25 5m (2012 £17 4m}lower/higher

inferest rate nsk

The Group has both inferest beanng assets and labililes The Group has a policy of maintowing al least 50% of its gross borrowings al fioating

inferest rates and at 31 December 2013 over 75% of Group borrowings were at floaling rates During 2010 the Group 1ssued a ten year fixed raie

$100m loan note The loan note 1s repayable in 2020 ond carries a fixed rale of 5 94%

As ai 31 December 2013, aside from the $100m foan note, all Group debt and cash was exposed 1o repricing within 12 months of the balance sheet

date

At 31 December 2013 the Group's fixed rale debl was at a weighted average rafe of 5 94% {2012 5 94%) The Group's floating rate labiliies are

predominantly based on UBOR and its overseas equivalents

Based on the above had interest rates moved by 10 basis points in the lerrtones where the Group has subslanhal borrowings post tax profits

would hove moved by £01m {2012 £0 2m) due lo increased inlerest expense on the Group's floating rate borrowings

Liquidiiy nsk

The Group aclvely mainians a mixiure of long-term and short-derm committed faalies designed to ensure the Group has suflicent funds available

for operations and planned investments The Group also has a share buyback programme which 1s managed fo ensure the efftaency of the Group’s

funding structure

On a reguiar basis, managemeni monitors forecasts of the Groups cash flows against both internal targets and those fargets Imposed by

external lenders The Group has substantial commitied unused faciliies and the Directors are confident this situation wall remarn the case for the

foreseeable future

Credit nsk

The Group has no significant concentrations of credit nsk it has policies n place fo ensure that sales of producis are made lo customers wath an '
appropnate credit histary Denvative counterparties and cash fransachons are imited to high-credit quality financial insttuions  The Group hos policies that !
lirmit the arnount of credit exposure to any financral institution ‘
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20 Bomowngs, other financal babifites and other financial assets [contnued)

Capital isk management
The Group's objectives when managing capial are to safeguard the Group’s ability to conkinue os a going concern in order to provide returns for
shareholders and benefits for other stakeholders, as weli as maintaining an optimal capital structure to reduce overall cosl of capital

In order lo maintain this optimal struclure the Group may adjust the amount of dvidends paid, 1ssue new shares, return capifal to shoreholders or
dispose of assets fo reduce net debt Gwen the Group's strong balance sheet and sustained trading growth, the Group announced a new divdend
policy in 2011 of paying a dwvidend of between 40% and 50% of sustainable earnings Further detalls can be found in the Chairmans slaterment on
pages 2and 3

Underlying growih coupled 1o Return on Invested Capital IROIC* 1s the key perceved dnver of shareholder value within the Group The acquisition
of Unigema in 2006 reduced the ROIC bui also reduced Weighted Average Cost of Capital IWACC'] since the deat was predomiantly financed
through debt The Group’s ROIC has grown steadily since the acquisition and now stands of 23 8% against o posi-lox WACC of & 3%, thus hilting
the Group's farget of maintaining ROIC at a higher level than the WACC [n addition, the Group employs two widely used ralios to measure our
ability to service our debt Both net debi/EBITDA and EBITDA inferest cover were well ahead of farget in 2013 The Group was In compliance with its
covenani requirements throughout the year Addional nformanon on progress against Key Perfarmance indicaters can be found pages 2110 23

* ROIC = Group profi after tax {before exceptional ilemsl/average invesled capikal**
* WACC = wenghted average cost of servicing the Group s net debi and iis equity share capital
** Average nvested capial = averoga net assets of the Group as ot the start and end of the year] adjusted o add bock nel debt retrement benefit labiliies fax balances and prowisions

21 Provisions Environmental Restructuring Other Total
£m £m £m £m
At tanuary 2013 169 29 54 252
Exchange differences 01 - - 01
Released io income statement - - nol nol
Cash poid against provisions 31 (18} {0 3} (52
At 31 December 2013 139 mn 41 191
Analysis of total provisions 2013 2002
£m £m
Current 68 79
Non-current 123 173
91 252

Provisions are made where a consfructive ot fegal obligation has ansen from a past event can be quantified and where the iming of the transfer of
economic benefis relating to the provisions cannot be ascertained with any degree of certainty

The environmenial provision refates 1o soil and potential graund water contamination on a number of sites, both currently In use and previously occupred,
in Europe and the Americas

in relation o the environmental provision the Direclars consider that the balance will be utiised within 10 years with the bulk of the spend in the nexi

five years Provisions for remediation cosls are made when there 1s a present cbiligahon 1t1s probable that expenditures for remediation work wall be
required and the cost can be estimated wathun a reasonable range of possible outcomes The costs are based on currently available facts and prior
expenence Environmental liabilihes are recorded at the estimated amount at which the liability could be sefiled at the balance sheet date Remediaton
of environmentat damage typically takes a long ime fo complete due o the substantial amount of planning and regulatory approvals normally required
before remediation acivilies can begin In addition, increases n or releases of environmenial provisions may be necessary whenever new developmenis
occur o addimonal information becomes ovatlable Consequently, environmental provisions can change significantly The level of environmental provision
s based on management's best eshmate of the most likely ouicome for each ndmidual exposure Management has also assessed the wors! possible
case for each exposure and 1s confident thal the Groups financial position would not be sigruficantly affected if each case were to require this worst

case sefflernent The Group has also considered the Impact of discounting on iis provistons and has concluded thal, as a consequence of the significant
utlisation expected in ¢ relatively short imescale, the impact 1s not matenal
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22 Ordinary shama capital

2013 2012
Ordinary shares of 10p £m £m
Authonsed at 1 January and 31 December
230,744,890 ordinary shares of 10p each (2012 230,744,890) 231 231
Allotted, called up and fully paid at 1 January and 31 December
139,949,969 ordinary shares of 10p each {2012 139,949,969) 140 140

In 2013 options were granted to employees under the Croda Infernatienal Plc Sharesave Scheme to subscnibe for 69,029 (2012 75,255) ordinary
shares at an option price of 2141p (2012 1942p) per share and under the Croda International Pic international Sharesave Plan 1o subscribe for
223,275 {2012 179,182) shares at an opfion price of 2141p (2012 1942p) per share No ophions were granted in 2013 under the Senior Executive
Share Option Scheme: All options granted under the Senior Executive Share Option Scheme have now been exerased in full No-cost ophions fo
subscrbe for 79,421 (2012 92,98)) ordinary shares were granted under the Long Term Incentive Plan duning the year and no-cost ophions over a
further 48,590 (2012 164,951) shares were granied under the Bonus Co-Investment Plan

During the year consideration of £0 9m {2012 £1 Tml was receved on the exercise of options over 100,714 (2012 291,309} shares The opfions
were safisfied with shares fransferred from Ihe Group s employee share trusls Since the year end a further 5 265 2012 12,331] shares have been
transferred from the schemes

There are outstanding optiens to subscribe for ordinary shares as follows

Year option Number Price Ophons exercisable from
granted of shares

Croda International Plc Sharesave Scheme

2010 2,561 N44p 1 November 2013 to 30 Apnil 2014

201 77,266 1432p 1 November 2014 to 30 Apnil 2015

2012 70,050 1942p 1 Novernber 2015 to 30 April 2016

2013 67,8688 2141p 1 November 2016 to 30 Apnl 2017
Croda Intemational Pic Internationatl Sharesave Plan

20mn 191,282 1432p 1 November 2014 to 30 Novemnber 2014

2012 160,903 1942p 1 November 2015 to 30 November 2015

2013 220,439 N4ip 1 November 2016 to 30 November 2016
Croda Infernational Long-Term incentive Plan

20mM 81,368 il 23 February 2014 to 22 February 2015

2012 92,981 Nil 22 February 2015 to 21 February 2016

2013 79 421 Nil 22 February 2016 to 21 Februory 2017
Croda International Bonus Co-Investment Plan

20m 198,598 Nil 3 May 2004

201 2,556 Nil 27 Moy 2014

2012 162,613 Nl 30 Apnl 2015

2013 48,590 N 30 Apnl 2016
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23 Share based payments

2013 2012
The impact of share based payment fransachons on the Group s financial position 15 as follows £m £m
Analysis of amounts recognised in income statement
Charged in respect of equity-setfled share based payment transactions 39 38
Charged in respect of cash-settled share based payment transactions 50 95
89 133
Analysis of amounts recognised in balance sheet-
Liability in respedt of cash-seltled share based poyment transachons 82 106

The key elements of each scheme along with the assumptions employed 1o armve al the charge in the income statement are set out below
Where appropriate the expected volatity has been based on historic volatity considering daily share price movements over periods equal to the
expected future life of the awards and the risk free rate i1s based on the Bank of England’s projecied nominal yield curve with appropnate duration

Croda Infemahonal Ple Sharesave Scheme (“Sharesave™}

The Sharesave scheme, established in 1983 and renewed in 2013 grants ophons annually in September to employees of the Group of a fixed exercise pnce
being the market price of the Company's shares at the gront dote discounted by up to 20% Employees then enter info a savings contract over three to five
years and, subject to confinued employment, purchase ophions at the end of the penod based on the amount saved Options are then exercisable fora 6
month penod following complefron of the savings coniract For options granded in the year, the fair value per aption granted and the assumphions used in the
caleulation of the value are as follows

Gront date 2013 2012
Share price at grant date 2676p 2427p
Exercise price 2141p 1942p
Number of employees 508 483
Shares under option 69,029 75,255
Vestng pernod 3 years 3 yeors
Expected volatility 25% 30%
Cption life 6 months 6 months
Expected life - -
Risk free rate 10% 0 4%
Dwidend yield 23% 2 4%
Possibility of forfeiture 75%pa 75%pa
Fair value per ophion at grant date 640p 627p
Option pricing model Black Scholes Black Scholes
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2013 2012
Waeighted Weighted
A reconcihation of option movements over average exerase average exercse
the period 1s as follows Number pnce {p) Number price {p}
Outstanding at 1 January 249,199 1462 332,421 934
Granted 69,029 211 75,255 1942
Forferted 10,838] 1549 (12,338 1074
Exercised {82,474} 1093 146,139) 542
Qutstanding at 31 December 224,96 1801 249,199 1462
Exercisable at 31 December 6,834 1144 7.692 533
Far ophons exercised in year, weighted average
share price ot date of exercise 2424 2146
Weighted average remaining life at 31 December (years) 22 22

Croda Infernational Pic Internatonal Sharesave Plan {“Interahonat”)

The Intemational scheme, established in 1999, has the same option priaing model, savings contract and vesting period as the Sharesave scheme Al
exercise, employees are pard a cash equivatent for each opfion purchased, being the difference between the exercise pnce and marked pnce at the
exercise dafe For options granted in the year, the fair value per opfion granted and the assumptfions used in the caleulation of the vaiue are as follows

Grant date

Share price at grant date
Exercise price

Number of employees
Shares under option
Vesting perod

Expecied volatility
Option life

Expected Iife

Risk free rate

Dwdend yield

Possibility of forfeiture
Fair value per option at grant date
Option pricing maodel

2013 2012
2676p 2427p
2141p 1942p
1,435 1,135
223,275 179,182
3 years 3 years
25% 30%

1 month 1 month
10% 04%
25% 24%
75%pa 75%pa
482p 580p
Black Scholes Black Scholes
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23 Share based payments {continued)

2013 2012
Weighted Weighted
A reconciliation of option movements over average exefcise average exercise
the period 1s os follows Number price (p} Number price (p)
Outstanding al 1 January 639,046 1452 802,772 1009
Granted 223,275 214 179,182 1942
Forfeited (29.449) 159 162,958) 1158
Exercised (257.6) 1148 {279,950} 563
Outstanding at 31 December 575,201 1848 639,046 1452
For options exercised in year, weighted average
share pnce ot date of exerase 2457 2106
Weighted average remaning Iife at 31 December {years) 20 18

Croda Infemahonal Senior Executive Share Option Scheme {“Executive®)

The Group previously granted ophions fo semior employees each vear which are subject fo satisfaction of performance condttions before they can be
exeraised As with the Sharesave scheme, the Executive Scheme 1s equily settled and as a consequence only the options granted in 2003 foil within the
scope of FRS 2 No further options will be granted or remain to be exercised under this scheme

2013 2012
Weighted Weighted
A reconcligtion of oplion movements over average exercse averqage exercise
the pertod 15 as follows Number pnce (p) Number price [p}
Quistanding at 1 January 18,240 230 163,410 233
Exercised {18,240} 230 145,170) 234
Outstonding at 31 December - - 18,240 230
Exercisable at 31 December - - 18,240 230
For options exercised in year, weighted average
shore pnee at date of exerdise 2432 2213
Weighted average remaining life at 31 December (years) - 03
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Croda International Long-Term Investment Plan ("LTP*)
The P was established N 2005 and granis no cosl options fo senior employees which vest after 3 years dependent upon an EPS perlormance rekated
sliding scale Inan-market condion) and the Group's lotal shareholder refurn {market condition) The GIP 1s discussed in dedad in the Direclors’ Remuneration
Reporiipage 67] For options granied in the year, the fair value pes option granted and the assumphons used i the calculation of the value are as follows

FINANCIAL STATEMENTS

Group Independent Audtors’ Report
Group Consolidated Statements

Group Accounting Policies

Notes to the Group Accounts
Company independent Auditors’ Report
Company Balance Sheet

Company Accounting Policies

Notes to the Company Accounts

2013 2012
Non-market Non-market
Market condition condrhion Market condikon condihon
Grant dote 26 February 2013 26 February 2013 22 February 2012 22 February 2012
Share price ot grant dofe 2567p 2567p 217p 271p
Number of employees n n 12 12
Shares under ophon 39,0 39.M 46,490 46,491
Vesting penod 3 years 3 years 3 years 3 years
Option iife 1year | year 1year 1year
Expected ife - - - -
Dvidend yield 23% 23% 2 6% 26%
Possibility of forferture 35% 35% 35% 35%
Fair value per ophon af grant date 1429p 2413p 178p 1989p
Option pricing mode Closed form Closed form Closed form Closed form
valuation valuation valuation valuation
2013 2012
A reconciliation of oplion movements over Weighted average Weighted average
the penod s as follows Number exercise pnce {p} Number exercise pnce (p}
Qutstanding at 1 January 450,459 - 686 997 -
Granted 79,421 - 92,981 -
Forferted {6,015} - {3.134) -
Exerased {206,976) - 1326,385) -
Outstanding at 31 December 316,889 - 450,459 -
For ophons exerased in year, weighted
average share pnce at date of exerase 2575 2245
Weighted average remaining life at
31 December {years} 20 19
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23 Share based payments (contmued)
Bonus Co-invesiment Plan {("BCIP"}

The BOP was established in 2005 and granis no cost oplions fo semor employees which vest afier 3 years dependeni upon a performance related
condiion The BCIP 1s discussed in detail in the Directors’ Remuneration Report {page 66} For options granted in the year, the far value per option granted
ond the assumphons used n the calculation of the value are as follows

Grant dote 30 Apnl 2013 30 April 2012
Share price at grant date 2474p 2262p
Number of employees (.13 75
Shares under option 48,590 164,951
Vesting penod 3 years 3 years
Dividend yield 24% 22%
Possibility of forfesture 50% 50%
Fair value per ephion of grant dote 2279p 2145p
2013 2012
A reconcihation of option movermnents over Weighted average Waeighted average
the peniod 1s as follows Number exercise pnce (p) Number exercise price (p)
Quistanding ct 1 lanuary 589,050 - 762,022 -
Granted 48,590 - 164,951 -
Forfeited Mm.6m - 16,761) -
Exerased {213,612) - 331,162 -
Outstanding ot 31 December 212,357 - 589,050 -
For options exercised in year, weighted
average share price ot date of exercise 2481 2262
Weighted average remairung Ife ot
31 December {years) 10 12

Croda infemahonal Share Incentive Plan (“SIP*)

The SIP was established in 2003 ond hos similar objeciives o the Sharesave scheme in ferms of increasing employee refention ond share ownership
Under the SIP scheme, employees enter info an agreement fo purchase shares in the Company each month For each share purchased by an employee,
the Company awards a matching share which passes fo the employee ofter three years’ service The maiching shares are allocated each month at market
value wath this fair value charge being recognised in the iIncome statement in full in the year of allocation
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24 Preference share capital 2013 2012
£m £€m

The authornised, issued and fully paid preference share capital comprises

615,562 5 9% preference shares of £1(2012 615,562} 06 06

498,434 6 6% preference shares of £1(2012 499174} 05 05

21900 7 5% preference shares of £1{2012 21,900} - -
" 1

The preference shares have no redemphion nghts and corry no voting rights other than in certain arcumstances affecting the nghis of the
preference shareholders, details of which are set out in the Company’s Arficles of Association The three classes of preference shares rank pan
passu with each other but ahead of the ordinary shares on winding up Righis on a winding up are imited 1o repayment of caprital and any arreors
of dividends

25 Shareholders’ equity

Investments in own shares represent the Croda International Plc Qualifying Share Ownership Trust (QUEST), the Croda International Pic Employee Beneftt
Trust {CIPEBT) and the Croda infernational Plic AESOP Trust {AESOP], which each hold shares purchased on the open market or transferred from Treasury
Shares 1o satisfy the future issue of shares under the Group's share option schemes As at 31 December 2013 the QUEST had a nef amount due from the
Company of £2 0m {2012 £11m due 1o the Company) and held 0 1m [2012 0 Im) shares transferred at il cos1 {2012 nil cosfiwith a market value of £2 3m
(2012 £2 2m) As af 31 December 2013 the CIPEBT was financed by a repayable on demand loan from the Company of £3 9m (2012 £3 9m) and held

0 3m {2012 0 3m} shares transferred at a nit cost{2012 mi cost} with a market value of £8 1Tm {2012 £6 Imi

As at 31 Decembes 2013 the AESOP had 1ssued all its previously held shares, as financed by the Company and thus had no residual foan balance wath the
Company All of the shares held by the QUEST and CIPEBT were under option at 31 December 2013 and, except for o nominal amount, the nght to receve
dmwdends has been waved

26 Non-controlling inferests 2013 2012

£€m £m
At January 01 01
Exchange differences (0 4) -
Additions upon acquisiion 62 -
Income allocated 1o non-condrolling interests 04 -
At 31 Decernber 63 Q1

As discussed in note 28, during 2013 the Group acquired 65% of the share capital of Sipo Included i the table above are the non-controlling interests
share of net assels ai the point of Croda s acquisition of is majoniy share plus the non-controling interest's share of post-acguision mcome

27 Related party transachons
The Group has no related party ransachions, with the exception of remuneration paid fo key managernent and Directors which is included in note 10
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28 Business combinations

On 23 May 2013, the Group acquired the ossets of the Specalty Products business of US-based Anizona Chernical for a cash consideration of $12m The
acquistion brings a porffolio of cluss leading oif gelling polyrers which are olready used in o vanety of core indusines and are applicable fo many more

It also strengthens Crodas postion as leaders in specialily chemicals from renewable resources  The tachnologies of the acquired business are naturally
denved polyornides with high bio-renewable content The major markel at present is Personal Care where the patented SYIVACLEAR™, SYLVASOL™ and
UNICLEAR™ polymers offer a broad range of funcionalily The purchase also includes SYLVAGEL™ polymers which have found success wittun the Air Care
segmeni of Home Care as well as other indusines

On 6 Augus! 2013 the Group acquired 65% of the share capital of Sichuan Sipo Chemical Co Lid ["Sipe’l, o nen-listed natural specialify chemicals
manufacturer based in Mianyang City, Sichuan Province China The majonty stake was acquired from Stchuan Forever Holding Co Uid and certan
indmdual shareholders for a total consideration of RMB286m Sichuan Forever Holding Co Uid wall continue as the minonty shareholder retoning @ 35%
equily nterestin Spo Sipo was esiablished in 1993 and has approximately 300 employees Sipo makes specialty denvanves from notural raw matenals
and s products include pnmary armdes, nove! fatly acids and speciality esters A state of the an, well invested production facility, custom built in 201, will
provide additional capaciy from the outse! and increase Crodas proxirmily fe customers in the region, strengthening ils existing operations across Chino
and the Group's overall posion in Asia Sipo will alss consolidate Croda's global leadershup i fotty ccid amides and add new fechnology that will enable
the Group to expand its portfolio across a number of ifs core markels

The following fable summanses the consideration paid n resped of the above acquistions, the foir value of assets acquired and hiabiies assumed For Sipo,
the figures quoled for assets and liabihes acquired represent the Group's share of 65% for the purposes of illustrating the calculation of goodwill Thus the next
debt figure below differs from thol Induded in the cash flow rotes on page 86 as the latter recognises 100% of Sipo’s opening net debt as recogrised in the
consolidated balance shee}

Anzona

Chemical Sipo

£m £m

Consideration 78 303
Fair value of assets and habilities acquired

Property, plant and equipment - 144

Intangible assets 07 14

Inventones 05 97

Trade and other receivables - 45

Nel debt - mo

Trade and other payables - {61

Total identifiable net assets 12 129

Goodwill 66 174

Acquiston-related costs of £10m (2012 £0 2m} have been charged fo admunisiraton expenses in the Group income: stalement for the year ended 31 December
2013 Included In the Group Income siatement in resped of the above acguisthons was £11 3m of post-acquistion revenue and £0 8m of post-acquismon pre-tax
prafil [fthe acquistions had been consckdated from 1January 2013 the Group income statement would show pro-forma revenue of £ 091 5m and pre-tax profil
of £250 8m

Dunng 2013, the Group completed its review of the 2012 acquisition of the assets of Innovachem LLC. This review identified £0 2m of separately identifiable
niangible assels relating lo Innovachem s unique process techinology and this amount has been redassified from goodwall io ather intangibles in 2013 The Group
also completed its review of the Intangible assets acquired with IRB, ancther 2012 acquisiion No separately identfiable nfangible assets were identiied over and
above those afready identified in 2012 and accordingly the goodwall balence remains unchanged

The goodwill ansing on the acquisiions completed in 2013 1s atinbutable 1o the synergies expected 1o anse from the combination of the acquired
technologies and Crodas global sales and marketing network In the case of Sipo, an element of the goodwll also relates to the value of establishing
a presence in China The Group expects that the benefits of the acquisition will take o number of years to fully accrue
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Parent Company Financial Statements

Pages 122 to 128 represent the separate financial statements of Croda International Plc
os 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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Company Indepéndent Auditors’ Report to the |

T = H

Members of Croda International Plc

Report on the Parent Company Financial Statements

Qur Opinion

In our optnion the Parent Company financial stafements

« Give a irue and fair view ol the state of the Parent Company's affars
as at 31 December 2013,

*» Have been properly prepared in accordance with United Kingdom
Generally Accepted Accounting Practice, and

* Have been prepared in accordance wath the requirements of the
Companies Act 2006

This opinton is o be read in the contexi of what we say in the remainder
of this report

What we have audited
The Parent Company financial statements which are prepared by Croda
International plc, comprise
+ The Parent Company balance sheet os at 31 December 2013,
» The notes to the Parent Company financiat statements which
Include a summary of significant eccounting policies and other
explanaiory information

The finanaial reporting framework that has been applied in therr
preparation comprises applicable law and United Kingdom Accounting
Siandards [United Kingdom Generally Accepted Accounting Practicel

In applying the financial reporting framewerk, the Direclors have made a
number of subjechve udgements, for example inrespect of significant
accounting estimales In making such estimates, they have made
assumptions and considered future events

Cerlain disclosures required by the financlal reporing framework have
been presented elsewhere in the Annual Repori and Accounts (“the
Annual Report’} rather than in the notes to the financial siatements
These are cross-referenced from the finanaal statements and are
dentified as gudiled

What an audrt of financial staterments involves
We conducted our audit in accordance with International Standards on
Auditing (UK & Irelond} {"15As (UK & Ireland”) An audit invelves obtaning
evidence aboul the amounts and disclosures in the financaal stotements
sufficient to give reasonable assurance that the financial statements are
free frorm materal misstaternent, whether coused by fraud or error
This includes an assessment of
* Whether the accounting policies are appropnale to the Parent
Company’s arcumstances and have been consistently applied and
adequately disclosed
+ The reasonableness of significant accounting esimates made by
the Drrectfors, and
 The overall presentation of the financiol stofernents

In addon, we read all the financial ond non-finanaial information in the
Annual Report 1o identify matenal inconsistencies with the audited Parent
Company financial siatemenis and to idently any informathon that 1s
apparently matenally incorrect based on or matenally inconsistent with,
the knowledge acquired by us In the course of perforring the audit [fwe
become aware of any apparent matenal misstatements or
inconsistencies we consider the implicatons for our report

Opinions on matters prescribed by the

Companies Act 2006

In our opinion

+ The informahon given in the Stralegic Report and the Directors Report
for the finanaial year for which the Parent Compaony financial
statemenis are prepared Is consistent with the Parent Cornpany
financial statements

+ The parl of the Directors’ Rernuneration Report 1o be audited has been
properly prepared in accordance with the Compantes Act 2006
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Other matters on which we are required fo
report by exception

Adeguacy of accounting records and informaton and
explanations received

Under the Companies Act 2006 we are required to report to you if,

N our opinion

+ We have not received all the information and explanations we require
for our audit or

« Adequate accounting records have not been kept by the Parent
Company, or returns adequate for our audit have not been receved
from branches not visited by us, or

= The Parent Company financial statements and the part of the Directors
Remuneration Report o be oudited are not in agreement with the
accounting records and refurns

We have no exceptions fo report arising from this responsibility

Directors’ Remunerathon

Under the Companies Act 2006 we are required to report to you if, in our
opinton, cerfain disclosures of directors’ remuneration speafied by law
have notbeen made We have no exceptions o report ansing from

this responsibility

Other information 1n the Annual Report
Under 1SAs (UK & Ireland), we are required to report fo you if, in our
opinion, information in the Annual Report 1s

» Matenally inconsistent with the information in the audited Parent
Company financial stalements of

« Apparently matenally incorrect based on, or matenally inconsistent
wth, our knowledge of the Parent Company acquired in the course of
performing our audt, or

+ s otherwise misleading

We have no exceptions to report ansing from this responsibility

Responsibilities for the Financial Statements

and the audit

Our responsibilities end those of the Directors

As exploined more fully in the Direciors’ Responsibilities Statement set out
on pages 76 and 77 the Directors are responsible for the preparation of
the Parent Company financial statements and for being safisfied that they
give a true and far view

Our responsibility 1s to audit and express an opinion on the Parent
Company finanaal statements s accordance with applicable law and
15As (UK & Irefand) Those standards require us o comply wath the
Auditing Prociices Board's Ethical Standards for Auditors

This report, including the opinions, has been prepared for and only for the
Company's members as a body in accordonce with Chapter 3 of Part 16
of the Componies Act 2006 and for no other purpose We do nol, in gving
these opimions accept or assume responsibiiity for any other purpose or
to any other person to whom this report s shown or info whose hands it
may come save where expressly agreed by our prior consent in wriling

Other matter
We have reported separalely on the Group financial siatements of Crodo
International Pic for the year ended 31 December 2013

lom Memann,

lan Morrison {Senior Statutory Audstor)
for and on behalf of PncewaterhouseCoopers LLP
Charlered Accountants and Statutory Auditors Leeds

5 march 2014
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Company Balance Sheet
at 31 December 2013
2013 2012
Note £m £€m
Fixed assets
Tangible assets C 16 18
Investments
Investmenis i subsidianes D 6673 5934
Avallable for sale financiol assels £ 06 06
669 5 5958
Current assets
Debtors F 264 234
Cash at bank and i hand - 134
264 368
Current habilties
Creditors Amounts falling due within one year G (612) n3 9
Net current (labilhes)/assets (34 8) 229
Total assets less current liabilities 4347 6187
Creditors Amounits falling due after more than one year G {2312} {2341
Net assets 403 5 3846
Capital and reserves
Preference share capital 24 1 11
Ordinary share capital 22 140 140
Calted up share capital 151 151
Share prermum account 4 933 933
Other reserves J 30 30
Profit and loss account J 2921 2732
Shareholders’ funds 403 5 3846

The financial statements on pages 1 128 were dpproved by the Board of Directors on 5 March 2014 and signed on ils behalf by

<marihFower ~  Sean Ch

Chairmon Group Finance Drector
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Compan;r Accounting Policies

The prinapal accounting policies adopted in the preparation of these financtal statements are set cutbelow They have all been applied consistently
throughout the year and the preceding year, unless otherwise siated

Accounting basis

The financial staterents are prepared under the histoncal cost convention, m compliance with the prowisions of the Comparies Act 2006, the requirements
of the Lsting Rules of the Financiat Conduct Authortty and applicable United Kingdom Accounting Standards Whilst the consolidated accounts have been
prepared under IFRS, as required by European law, the Company's accounts conlinue to be prepared under UK GAAP as permitted

Land and buildings

In the past the Company’s prinaipal properties have been valued penodically by professional valuers on an open markel exsiing use basis Followng the
Company’s adoption of FRS 15 0 2001, no further revaluations will be carnied out and previous book vatues will be relained Notwithstanding the
requirements of FRS 15 all fixed assets are wnitten down fo therr recoverable amount m the event that any impairment review carned out in accerdance with
RS 1 indicales thal the recoverable amount is fess than the carmrying value The profit or loss on the disposal of land and buildings induded m the profit and
loss occount represents the difference between the net proceeds of sale and the net book amount

Deprecation

Tangible fixed assets are sialed at cos! or valuation less depreciaion, where cost Includes the oniginal purchase price of the assel and the costs atinbutable
to brnging the asset to its warking condinon for fis mfended use Depreciation 1s provided at rates calculated o write down the cost of all tangible fixed
ossels, except freehold land over their estimated useful Iives on a siraight fine basis The eshimaled average hfe for each major asset calegory is

Land and buildings — 15 fo 40 years

Plant and equipment — 3 {0 15 years

teased assets

The cost of operating leases is charged fo the profit and loss account on o straight ine basis aver the ferm of the lease

Pensions

The defined benefit pension obligations of the Company are financed by centnbulions a separate fund As the Company 1s unable to reliobly and

consistently measure its share of the underlying assets and kabilihes of the fund, the Company accounts as though the fund wos a defined contnbution
fund and charges coninbutions paid directly to the profit and loss account

Currency fransiations

Monetary assels and habilites are franslated al the exchange rales ruling ai the end of the financial penod Exchange profits or losses on frading
transochions are ncluded in the profit and loss account Other exchange differences arising from non-trading tems are dealt with through reserves

Financial instruments
The Company uses denvative finanaal mstruments fo hedge ifs exposure fo nferest rates and short-term currency rate fluciualions

Dervative inanaal instruments are recorded inially at cos! Subsequent measurement depends on the designaton of the instrument as erther il a hedge of the
farr value of recogrised assefs of liabilhes or a firm commitment tfair vafue hedge), o fil a hedge of highly probable ferecast ransactions icash flow hedge)

{ Fair value hedge

Changes in the farr value of dervatives, for example inferest rate swaps and foreign exchange confracls, that are designated and quakfy as farr value
hedges are recorded in the profit and loss account, logether with any changes in the fair value of the hedged asset or habuility that are atinbutable to the
hedged nsk.

i) Cash flow hedge

The effectve portion of changes in the farr value of denvatives that are designoted and qualfy as cash flow hedges are recognised in equity The gain or
loss relating fo the meffective portion 1s recognised immediately in the profit and loss occount Amounts accumulated in equity are recyded in the profit and
loss account in the penods when the hedged tem waill affect profit o loss (for Instance when the forecast sole that 1s hedged takes place) However when
the forecast ransachon that 1s hedged results in the recogniion of a non-financial osset ffor example inventory) or a iability, the gains and losses previously
deferred in equily are transferred from equity and included in the iniial measurement of the cost of the asset or liohility When a hedging instrument expires
or 15 sotd, or when o hedge no longer meets the critena for hedge accounting, any cumulative gain or loss existing 1 equily at that ime remans in eguity
and is recognised when the forecast Iransachion is ultimately recogrused in the profil and loss account When a forecast fransaction s no longer expected
to occur, the cumulative gain or loss that was reported in equily 1s immediately transferred to the profil ond loss account

Cerlain denvative instruments do not gualdy for hedge accounting Changes in the farr value of any denvative instruments that do not qualdy for hedge
accounting are recognised immedicately i the profit and loss account
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Employee Share Ownership Trusts

Shares acquired by the Trustees funded by the Company and held for the cantinuing benefit of the Company are shown as a reduction i shareholders’
funds Movements in the year ansing from additional purchases by the Trustees of shares or the recespt of funds due to the exeraise of ophions by
employees are accounted for within reserves and shown as a movement in shareholders’ funds in the yeor Administration expenses of the irusis are
charged lo the Company’s profit and loss account as incurred

Share based payments

Share based incentive schermes are accounted for in accordance with FRS20 ‘Share-based Payments, which requires an expense to be recognised in the
profif and loss account aver the vesting period of the options The expense i1s based on the fair value of each instrument which is calculated using the Black-
Scholes or binomial model as appropnate Any expense 1s adjusted 1o reflact expected and actual levels of opfions vesting as market-based performance
cntena are not used

Dmdends

All dvdends, Including preference dvidends, are recogrused as o ability when the habslity 1s wrevocable Accordingly, final dividends are recogrised when
approved by shareholders and intenm dvidends are recogrised when paod

Taxahon

The charge for laxation 1s based on the profit for the year and takes info account faxation deferred because of iming differences between the freatment of
certain lems for faxaton and other accounting purposes  Timing differences anse from the inclusion of profits and losses I the accounts in different
penods from which They ore recogrised in tax assessmenis and pnmanly anse as a result of the difference between fax allowances on tangible fixed
assets and the corresponding deprecialion charge and upon the pension fund defict Full provision 1s made for the lax effects of these differences No
provision 15 made for unremnitied earnings of foreign subsidiaries where there is no commitment to remit such earnings  Similarty, no provision 1s made for
timing differences relating fo investments in subsidiaries since redlisation of such differences can be conirofled and is not probable in the foreseeable
future Deferred fax assefs are recogrised to the extent that it 1s probable that future faxable profit will be avallable against which the timing differences
can be utilsed Al taxahon 15 calculated on the basis of the tax rates and laws enacted or substantvely enacted at the balance sheet date

Bomowmgs

Borrowings are recogrised mihally ot farr value, nel of fransachion costs ncurred - Any difference between the proceeds {net of transachon costsl and the
redempihion value is recognised m the profit and less account over the penod of the borrowings using the effective inferest method  Borrewangs are
dlassified as current llabilhes unless the Company has an unconditional nght to defer sefilement of the hobility for at least 12 months after the balance sheet
date

Trade and other debtors

Trade and other deblors are recogrised nimally of forr value and subsequentty measured at amorhsed cost, using the effective inlerest method, less
imparment losses

Investments

Shares mn subsidiary undertakings

Shares in subsidiary undertakings are inthally stated at cost Provision s made where, in the opinton of the Directors, a permanent diminution in value has
occurred

Unquoled secunties

Investmenis In unquoted secunties are carned af forr volue unless such value connot be reliobly measured, in which cose the iInvesimenis are camed

at cost

Financial risk facters

The Group accounting policy for finanaal nsk faclors is also relevant 1o the preparation of the Company financial stalements and is disclosed on
pages 111 and 112
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Nofe§ 'ro— the Compﬁny Accounts

A, Profit ond loss account

Of the Group's profil for the year, £96 2m (2012 £167 4m| is deali with in the profit and loss account of the Compary which was approved by the Board on
5 March 2014 but which 1s not presented as permitted by s 408 Compares Act 2006 Included i the Company profit and loss account is a charge of

£0Im (2012 £0 Im)in respect of the Company's audi fee

B Retrement benefit obligahons

The Company's employees are members of the UK defined benefit scheme, details of which are disclosed in note 12 ta the Group finanaal statements
Whilst the Group reports under IFRS the UK GAAP eguivalent figures for the UK scheme would not be significantly different As the Company 1s unable fo
identily its share of the undertying assets and lrabties of of the scheme, due manly fo changes i the Groups corporate struciure over the years, the
Company has accounted as though the scheme was a defined contribuion scheme and has charged the conmbutions paid each year to the profit and

loss account
C Tangible assets Land and Plant and
bwidings equipment Total
£m £m £m
Cost or valuation
At January 2013 17 19 36
Addimons - 03 03
Disposals - 01) on
At 31 December 2013 17 21 38
Accumulated depreciahon
At January 2013 10 08 18
Charge for year a1l 04 05
Disposals - 01 fou
At 31 December 2013 n 11 22
Net book amount
At 31 December 2013 06 10 14
At 31 December 2012 07 11 18
2013 2012
£m £m
Net book amount of land and buildings
Freehold 06 07
Histoncal cost of land and buildings
Cost 03 03
1988 valuahons 14 14
At 31 December 17 17
Revalughon surpluses ny nn
Restated 1o historical cost 06 06
Depreciation G 5) {0 5]
Historical net book amount
At 31 December o1 01
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Company Accounting Policies
Notes fo the Company Accounts
D Investment in subsidiaries Shares toans Total
£m £m £€m
Cost
Al 1 January 2013 3883 2304 6187
Exchange differences - 0 an
Addittons 30 521 831
Amounts repaid 81 - 81
At 31 December 2013 anz2 2814 6926
Impairment
At 1January 2013 and 31 December 2013 {25 3} - {25 3)
Net book value
At 31 December 2013 3859 2814 667 3
At 31 December 2012 3630 230 4 5934
The pnnapal subsidiary undertokings are histed on page 129
The Direclors believe that the comying vatue of the investments 1s supported by their underlying net assels
E Available for sale financio! assets Other investments
£m
Cost or valuation of net equity
At 1 January 2013 and 31 December 2013 06
Available for sale financial assels compnse unlisted investments included ot Directors’ valuation based on appropnate afinbutable net assets
F Debtors 2013 2012
£m £m
Amounis owed by Group undertakings n 2
Corporahon tox 246 208
Other debtors 03 02
Prepayments 04 03
264 234
The amounts owed by Group undertakings relate fo current rading and are inferest free with no fixed dote of repayment
G Creditors 2013 2012
£m £m
Amounts falling due within one year
Borrowings {note H} 550 55
Trade creditors 02 02
Taxation and sociol secunty 11 27
Other creditors 42 49
Accruals and deferred income 07 06
612 139
Amounts falling due after more than one year
Borrowings {note H) 140 8 177 8
Amounts owed to Group undertakings 904 563
2312 2341

The amounis owed 1o Group undertakings are inferest free, unsecured and have no fixed date of repayment
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Notes to the Cofnban; Accounts

H Financiod nstruments and liabilites
The Companys abjeciives policies and strategies In respect of financial nstruments are cutiined in the accounting policies note on page 124 which forms
part of the annugl report and accounts Shor term debtors and creditors except for borrowang have been excluded from alf of the following disclosures

2013 2012
£m £m
Maturty profile of financial liobibhes
2010 Club facility due 2015 40 8 1778
Bank loans and overdrafts repayable on demand 550 55
1958 1833
Repayments fall due as follows
Within one year
Bank loans and overdrafts 550 55
550 55
After more thon one yeor
within two o five years
Loans repayable 140 8 1778
140 8 1778

I Share based payments

The total charge for the year in resped of share based remuneration schemes was £2 3m 2012 £3 5ml The grani by the Company of aptions aver il
equily mstruments o the employees of subsidiary undertakings in the Group 1s reated as o capital contnbution Fhe far value of employee services
receved measured by reference to the grant dale far value, 1s recognised over the vesting penod as an increase to investment in subsidiary undertakings
with a corresponding credit fo equiy

The key elements of each scheme along with the assumptions employed to arave af the charge in the profit and loss account are set out In note 23 1o the
Group linancial statements

J Reserves Share Caprtal
premium redemption Revaluation Profit & loss
account reserve reserve account Total
£m £m £m £m £m !
Al January 2013 933 09 21 2732 369 5 '
Profit for the finanoal year - - - 96 2 962
Other goins and losses - - - 25 25
Dividends - - - 183 6l (83 61
Share based payments - - - 29 29
Sale of own shares held n trust - - - 09 09
At 31 December 2013 933 09 21 2921 ags 4

Details of investments In own shares are disclosed in nofe 25 of the Group financial statements

K. Contngent fiabifites
The Company has guoranteed loan capital and bank overdrafts of subsidiary undertokings amounting to £72 4m (2012 £78 4ml

L Dmdends
Defails of dmdends are disclosed in note 9 of the Group financial statements
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DIRECTORS' REPORT

STRATEGIC REPORT

Principal Subsidiary Companies
Principal operating comparies

Croda turope Ud*+

John L Seaton & Co Ltd

Crodo Argentino SA

Croda Austrabiat

Croda Beigium BVBA

Croda do Brasi itdat

Croda Canoda Uid

Croda Chile Lida

Croda China Trading Company Lid
Croda Sipo {Sichuan) Co , Uidt
Croda Trading {Shanghail Co , 1'd
Croda Colombrat

Croda France SAS

Crodarom SASt

Sederma SAStH

Croda Chocques SASt

Croda GrmbH

Croda Hong Kong Company Lid
Croda India Company Private Lid*+
PT Croda Indonesia Ud+t

Croda Itallana S p.A

IRB -Istituto di Ricerche Biotechnologiche S p At
Croda Japan KK*+

Croda México SA de OV

Croda Nederfand BV +

Croda Peruana SAC

Croda Poland Sp zoo*

Crodo Russiot

Croda Singapore Ple Lid*+

Crodo (SA}HPH Lid

Croda Koreas:

Croda lbenca SA+

Croda Nordica AB

Croda [Thatand) Co  Ltd*

Croda Kimya Ticaret Limited Sirket
Croda Middle Eastt

Croda Inct

Pnncipal holding companies

Croda Overseas Holdings Lid*
Croda Holdings France SAS
Croda Investments inc

* Companies owned directly by Croda Interational Plc
3 Branch offices
Companies incorporated in the UK are registered in Englond

FINANCIAL STATEMENTS OTHER INFORMATION
Group Independent Audrtors’ Report Prncpal Subsidiary Companies
Group Consolidated Statemenits Shareholder Information
Group Accounting Polices Five Yeor Record
Notes ta the Group Accounts
Company Independent Auditors’ Report
Company Balance Sheet
Company Accounting Policies
Naotes to the Company Accounts
Incorporated and/or Group benefiocl
prncipally operating in inderest %
UK 100
UK 100
Argenting 100
Australia 100
Belgium 100
Brazl 100
Canada 100
Chile 100
China 100
China 65
China 100
Colombia 100
France 100
France 100
France 100
France 100
Germany 100
Hong Kong 100
India 100
Indonesia 100
lialy 100
Ialy 100
Japan 100
Mexico 100
Netherlands 100
Pery 100
Poland 100
Russia 100
Singapore 100
South Afnica 100
South Korea 100
Spain 100
Sweden 100
Thalland 100
Turkey 100
UAE 100
usa 100
UK 100
france 100
USA 100

All companies are involved in the sale of chemicals These companres indicated wath a § are also involved in manufacdunng acivties Full details of

invesiments in subsidiary undertakings will be allached to the Company’s annual refurn made 1o the Registrar of Companies Those nat hsted above were

aeither not irading or not matenol
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Shareholder Information

Corponate calendar
2014 Annual General Meeting 24 Aprit 2014
2013 Fincl ordinary dividend payment 30 May 2014
2014 Half yeor results announcement 22 July 2004
2014 Interim ordinary dmdend payment 30 September 2014
2014 Preference dvdend payments 30 June 2014

31 December 2014
2014 Full year results announcement 24 February 2015
Investor relations

Shareholders can now get up to date nformation on Stock Exchange announcements, key dates in the corporate calendar, the Croda share price and
brokers estimates by visiting our corporate web sife at wwaw croda com and clicking on the section cafled *inveslor”

Shareholders can receive shareholder communications electronically by registenng on the Registrars’ website www capilashareporial com and following
the nstruchons To regrster shareholders wall require their investor code BV this is an 1t digit number starfing wath five or six zeros and can be found on your
divdend lax voucher or your share certficale Recemng corporate commbunications by email has a number of benefits induding being more environmentally
fniendly, reducing unnecessary waste, faster notficalion of nformaon to shareholders and eventually leading 1o a reduchon In company cosls
Shareholders who register on the above website can atso check their shareholding, view therr dvidend history elect for the dmdend reinvesiment plan,
register changes of address and dvidend mandate instructions

Share pnce information

As well as being ovallable on our websile, the lates! ordinary share price 1s available on the Financtal Times Cityline service {0905 817 1690} {calls cost 75
pence per minute from a BT landhne and the average duration 1s 1 minule pe stock quote Cost from other nefworks or mobile phones may be higher)

The middle markel values of the listed share capital ai 31 December 2013, or lost date fraded?, were as lollows

Ordinary shares 2453 5p
5 9% preference shares 90p*

6 6% preference shares a0p*
Caprtal Gains Tax

The market values of the listed share capital of 31 March 1982 were as follows
Ordinary shares 77 5p
Delerred ordinary shares 40 5p

5 9% preference shares 42 5p

6 6% preference shares 47 5p

7 5% preference shares lesimated} 450p
Dwidend Reinvesiment Plan ("DRIP")

Ordinary shareholders may wish to know about this plan, which allows you to use your dvidends o buy further shares in Croda The DRIP 1s provided by
Capita Asset Services, @ trading name of Capita IRG Trustees Lid which 1s outhonsed and regulated by the Finanaia! Conduct Authorty

For information and an opplication pack please calt 0871 664 0381 {calls fo this number cos! 10p per minute plus nework extras} or if calling from overseas,
+44 208 639 3402 Lines are open 9 00am to 5 30pm Monday to Fnday, excluding public helidays Afternatively you can emai shares@capita <o uk of log
on to www capriiashareportal com

Overseas shareholders - choose to receve your next dvidend In your local cumrency

Ifyou ve outside the UK, Capiia has porinered with Deutsche Bank to provide you with a service that will convert sterling dmdends into your local currency
al a compettive rate You can choose 1o receve payment directly 1o your local bank account of dliernatively you can be seni a currency droff

You can sign up o this service on the Share Portal {by clicking ar “your drvdend ophions” and following the on screen mstructions) or by contecting the
Customer Support Centre  For further information contact Capia

By phone - UK- 0871 664 (385 icalls cost 10 pence per minute plus network exiras) From overseas +44 20 8639 3405 Lines are open 9 00am 1o 5 30pm,
Monday to Frday, excluding public hohdays

By emall - ips@capita co uk

Share dealing

Asimple and competilive senace to buy and sell shares s provided by Capita Assef Services Thereis no need fo pre-register and there are no complicaied
application forms ta filhin and by visitng www capitadeal com you can also access a wealth of slock market news and information free of charge For
turther mformation on this service, o fo buy and sell shares. visit www capiiadeal com or call 0871 664 0454 [calls cost 10p per minute plus network extras
lines are open 8 00am to 4 30pm, Monday fo Friday From outside the UK dial +44 203 367 2699

This is not a recommendation 1o buy or sell shares and fhis service may not be suriable for all shareholders The pce of shares can go down as well as up,
and you are not guaranteed to get back the amount that you ongenally invested Terms, conditions and nsks opply Copita Asset Services s a frading name
of Capila IRG Trustees umiled which s authansed and regulated by the Financial Conduct Authonty The service 1s only avallable to private sharehalders
resident in the European Economic Areq, the Channel Islands or the Isle of Man
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OTHER INFORMATION

Principal Subsidary Companies
Shareholder informahon
Five Year Record

Copita Asset Services 1s a frading name of Caprta Regrsirars Lirited and Capita IRG Trustees bimited Share registrahion and associoled servces are
provided by Capita Regisirars Limited registered n England and Wales, No 2605568) Regulated services are pronded by Capita IRG Trustees Limnited
fregistered in England and Wales, No 2729260), which 1s authonsed and regulated by the Financial Conduct Authonty

UK & overseas shareholders - Stockirade

Telephone dedling 0845 6010995 (non UK +44 133 240 0414) quoting reference Low Co0238

For further information wisit www stockirade co uk/Croda
Rekahing to beneficial owners of shares with ‘informahon rights’

Please nole that beneficial owners of shares who have been nominated by the registered holder of hose shares 1o receive information nghis under section
146 of the Corpanies Act 2006 are required to direct all communications fo the registered holder of their shares rather than to the Company’s regisirar,

Capita Asset Services, or to the Company directly
Share fraud warning

Share fraud includes scams where investors are called out of the blue and offered shares thal often turn out to be warthless or non-existent, or an nflated
price for shares they own These calls come from fraudsters operating in “batler rooms” that are mostly based abroad While hugh profits are promised,
those who buy or sall shares in this way usually lose therr money The Finanaal Conduct Authonty 'FCA’) has found more share fraud vichms are
expenenced nvestors who lose an average of £20,000 with around £200m losi in the UK each year

Protect

if you are offered unsoliated mvestment adwce discounted shares, a prermum price for shares you own, or free company or research reports, you should

take these steps before handing over any money
» Getthe name of the person and orgarisation contacting you

« Check the Finanaal Services Register af www fca org uk 1o ensure they are authonsed

« Use the details on the FCA Register to contact the firm

» Call the FCA Consumer Helpline on 0800 111 6768 if there are no conlad details on the Register o you are fold they are out of date
« Search the ist of unauthansed firms and indmduals 1o avoid doing business with

Remember i it sounds too good o be frue, it probably 1s!

Ifyou use an unauthonsed firm to buy or sefl shares or other Invesiments, you wall not have access to the Financial Ombudsman Serace or Financial

Services Compensation Scheme FSCS}Hf things go wiong
Report a scam

tyou are approached about a share scam you should fell the FCA using the share fraud reporting form at www ica org uksscams, where you can find out
about the latest nvestrment scams  You can also call the Consumer Helpline on 0800 111 6768

ifyou have already paid money fo share fraudslers you should contact Action Fraud on 0300123 2040

Secretary ond Registered Office

T M Brophy (Company Secretary!

Cowick Hall Snaith, Goole East Yorkshire DN14 9AA
Tel +44 (011405 860551

Fax +44 {01405 861767

Website www croda com

Registered in England number 206132

Registrars

Capita Asset Services

The Regustry, 34 Beckenham Road, Beckenham, Kent BR3 4TU

Tel 0871664 0300 ffrom UK - calls cost 10p per minute plus network
exiras, mes are open 8 30am 1o 5 30pm, Monday to Fnday

+ 44 20 8639 3399 (from overseas|

Fax 01484 601512 lfrom UK

+ 441484 601512 {from overseas

Websile www capilaasselservices com

Email shareholderenquines@capila co uk

Independent Audrtors
PrcewaterhouseCoopers LLP Leeds

Merchant Bankers
Morgan Stanley & Co International plc
J P Morgan Cazenove

Sohcitors
Freshfields Bruckhaus Dennger LLP

Stockbrokers
Morgan Stanley & Co Infernatonal plc
J P Morgan Cazenove

Finanaal PR Advisors
Pendomer Communications LLP
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Five Year Record Proapolsubsdary Comparies
Five Yeor Record
Earnings 2013 20124 20m+ 2010* 2009~
£m £€m £m £m £m
Turnover 1,077 0 10519 1,0280 10019 8275
Adjusted operating profif 264 6 2551 2221 186 2 65
Adjusted profit before tax' 2514 2385 2219 1799 1030
Profit after tax 1779 164 2 1513 1209 692
Profit attnbutable to ordinary shareholders* 1774 1509 1561 1218 202
% % % % %
Operating profit as a % of lurnover 246 243 216 186 141
Return on invested capitat{ROIC 238 238 237 193 105
Effective 1ax rate 289 an ns 128 328
pence pence pence pence pence
Adjusted earnings per shore! 1322 1221 m?z 8848 512
Dwidends per share 64 5 595 550 350 215
tmes times tmes fimes times
Net debt/EBITDA 07 07 08 10 19
EBITDA inferes! cover** 364 368 334 268 99
1 Before exceptional tems acquistion cosls and amortisotan/wnie off Infangible assets ansing on acguisiion
* Totat Group figures all other figures are continuing operations only
** Excluding pension scheme net financial income
A Reslated for 1AS19 revised
Summansed balance sheet 2013 2012 201 2010 2009
£m £m £m £m £m
Intangible assets, property plant and
equipment and investiments 6029 5523 560 6 5369 55613
Inventories 1928 1705 164 6 164 6 148 9
Trade and other receivables 1367 162 9 1457 146 2 1590
Trade and other payables nz9 139 2j {164 3| {183 3 {1829
Other - - - 06 -
Caprtal employed 8033 7465 706 6 6650 6813
Tax, provisions and olher 459 (28 7) {10 4} 227 31
Refirement benefit labilities {135 8) 165 8} 198 91 {147 8} {203 5]
6216 5520 4973 494 5 4467
Shareholders’ funds 231 34472 2661 2731 156 5
Non-controlling interests 63 01 01 H 17
419 4 3443 2662 274 2 1582
Net debt 2022 2077 231 2203 2885
6216 5520 4973 494 5 446 7
Gearing (%) 48 2 603 868 803 182 4
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Designed www ongincreciive ¢o uk

Cavhonary Statement

The information n this publication 1s believed fo be accurate at the date of ifs publication and s given in good faith but no representation of
warranty gs to is completeness or occuracy s made Suggestions in this publication are merely opinions Some sioternents and in particular
forward-looking siatements by therr nature Involve nsks and uncertainties because they relale o events and depend on arcumstances that wall
o may occur n the future and actual results may differ from those expressed in such statemenis as they depend on a vorety of faclors outside
the control of Croda International Plc No part of this publication should be treated os an invitation or inducement to invest in the shares of Croda
International Plc and should not be relied upon when making invesiment decrsions




Croda tnternational Plc
Cowack Hall

Snaith

Goole

East Yorkshire

DN14 9AA

England

Tel +44 {01405 860551
Fax +44 (011405 861767

www croda com
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