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Strategtc Report

We are the name behind the high performance
ingredients and technologies in some of the biggest,
most successful brands in the world; creating,
making and selling speciality chemicals that are
relied on by industries and consumers everywhere.

In this year’s report

2015

A strong performance
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Adjusted pre-tax profit up 8 2% to £254 7m
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Global market sectors

4

Personal Care
Personal Care focuses on
ingredients for skin, hair, sun
and colour cosmetic products

Sales

£377.3m

Life Sciences

Life Sciences comprises two
complementary businesses,
Health Care and Crop Care

Sales

£231.3m

Performance Technelogles delvers
innovative ngredients to a wide range
of niche, mostly industral, markets

Sales

£354.8m

Industrial Chemicals
Industnal Chemicals 1s a small, diverse
sector based on selling co-streams,
developing novel niche applications
and undertaking toll processing

Where we operate

36

Countnes across the world

and our customers

4,239

Employees

Every day our global team works together, inspinng and influencing each ather

Waestern
Europe

21

Operations

2261

Employoas

Asla
Pacific

£1,081.7m

Total sales

Europe, Middle East & Africa £437 Om
North Amenca £311 3m
Asia Pacific £2187m
Latm Amenca £114.7m

22
Operatons
EE;E“ 1,050
Oporsions
73
Employses
Sales by region Sustainability

Embedded in our strategic thinking,
sustainabilty adds value to our Business
and helps secure a better future

Our people

58.7%

global membership
In our share schemes

Our products

99%

of our paim denved
products come from
RSPQO certified
manufactunng sites

Our operations

5.5%

reduction in water use
since 2010
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Strategic Report

Qur Investment Case

Strength and delivery

We are a speciality chenucal manufacturer who, through the imaginative and
praciical use of science, creates ingredients and technologies that iImprove

people’s ives by enhancing everyday producis

Global product innovation in
collaboration with customers...

...with local sales and
technical delivery...

- Differentiated market leading technologies

= Innovation embedded in the Business

- Technical teams focused on bigger and better innovation
= Investment in R&D delivenng fast growth

- Local innovation centres driving increased
customer collaboration

= Products increasingly delivering sustainable solutions

20.19%

NPP sales as % of Group sales

214%

Adjusted return on invested capital
{excluding Incotec acquisition)

...and generates strong
returns to shareholders

- Excellent returns on capital
- Supporting investment to grow
- Consistent regular dvidend payments

- Disciplined approach to acquisitions that
are technology driven

- Excess capital retuned to shareholders

= Operating in fast growing sectors
- Customer intmacy and collaboration
- Committed to sustanable local manufacturing globally

= Global marketing expertise and sales reach
delivered locally

- Operating in fragmented markets

09.7%

Sales outside Europe

135.0p

Adjusted EPS

...that drives superior
financial performance...

= Unrvalled profit margin
- Capital ight model

= Continued focus on top line growth
whilst protecting margins

- Strong cost control

O 2 Croda international Ple
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Sustainability

Our people

Our Business is only as
good as our people, who are
responsible for delivering
every stage of our business
model and strategy.

We develop and
Invest N talent
through global

training schemes

81 2% of our employeas
recenvead training in 2015

to work

We remain a fun
and Ively place

21 1% of our employees
took part in commurnity
volunteering work n 2015

Whether engaging with our customers,
creating innovative solutons, making
tigh performance ingredients or selling
directly to our customers, we must
ensurs that we have the nght people
with the nght skdls in the nght focations to
continue to support successiul growth
We work as one global team to deliver
sustamnable, innovative products for

a better future

We are a

knowledge based
campany
Many of our employvees

developed knaowledge
sharing skilis in 2015

We encourage
retention through
competitive
compensation and
benefits schemes

58 T% global membarshrp
in our share schermeas m 2015

We embrace the differences of a mult-ethnic,
multi-geographic and multi-skillset company

Board Directors {2014 7/1)

654 24

Regional and Business Board Members
and Senior Functional Heads (2014 91/21)

89 4 20 &

Executive Committee Members (2014 11/1}

94 14

By recognising the huge importance
that people have on the future of our
Business, four of our sustainability
programme’s 10 Matenal Areas have
a particular focus on 1ssues relating
directly to our workforce and our
surrounding communiies We set
ourselves stretching targets to
encourage continuous improvement
and our prionties are to

Across the Group (2014 2,455/1,155}

2,855/ 13844

- Create an environment
where people can thnve

-» Embrace and empower
all individuals

- Safeguard our knowledge
and expertise

= Support our communities
through education

To find out more, read our
2015 Sustainabtlity Report
www croda com/sustamnability

Key Matenal Areas

9 ' Knowledge n
Management
Diversity & A% Community

Our People

[

Education

Inclusion | O | r=.
AV & Involverment —

We continue to comply with the ILO
Declaration on Fundamental Prnciples
and Rights at Work Key policies can be
found at www croda com/companypolicy

“I started my journey In the Business
as a Plant Engineer in 1995 and moved
through various roles in operations
and supply chain | subsequently got
the opportunity to head the business
1n India and now have a regional
operations and supply chain role

| have learned the importance of
focusing on the customer, innovation
and operating to high standards
When | look back, | am reminded of
the learning, the freedom, the support
and the fantastic team that continues
to make my journey with the Business
so emjoyable |1 am also rerminded of
the mportance of a good work culture,
as well as motivated and committed
people who will continue to be at the
heart of efforts for adding value to
our customers and for creating

a successful business ”

Rupark Sarswat
Managing Director
Regional Operabons
{Shiga, Cikarang
and Thane)
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Strategic Report

Chairman’s Statement

A year of strong progress

)

| have been mpressed
by the way that innovation

embedded within Croda’s
DNA | would ke to take
this opportunity, on behalf
of the Board, to thank all
our people for therr
commitment n 2015

Anita Frew
Charrrnan

runs through the Business,

O 4 Croda Intarnational Plc
Annual Report and Accounts 2015

| am pleased to report, in my first
statement as Charman, that Croda has
made strong progress in 2015 Against a
backdrop of challenging market conditions,
we have grown sales, increased profit and
generated a strong cash flow Our focus
on innovation has been at the forefront
of this success The reorganisation to

a global market sector-led structure in
2014 has bedded in and I1s contnibbuting
to both our top and bottom line growth

Record reported sales and
pre-tax profit performance

Sales for the year increased to £1,081 7m
representing constant currency growth
of 4 2% over 2014 and capping Six
successive quarters of undertying sales
growth The improvement in adjusted
pre-tax profit was even stronger

up 8 8% in constant currency terms
Adjusted pre-tax profit was £254 7m
(2014 £235 4m) and IFRS pre-tax profit
was £252 3m (2014 £229 4m) Our
performance reflected underlying sales
growth in all four sectors and from all
four regional geographies Momentum
continued in Personal Care, and Life
Sciences delivered excellent sales

and profit growth Although impacted
by a weaker market n Geo Technologes,
Performance Technologies grew sales
in all its other markets and Industrial
Chemicals improved its profitability

Our people

The results we have delivered are a
testament to the quality, dedication and
creativity of our people, many of whom
| have met during site visits since my
appointment to the Board last March

| have been mprassed by the way that
innovation runs through the Business
and 1s firmly embedded within Croda’s
DNA Qur people help to meet the diverse
and complex needs of our customers,
gving us an unnvalled ability to provide
the nght products for each local market

| would like to take this opportunity,
on behaf of the Board, to thank all our
people for ther tremendous work and
commitment in 2015

Continuing to deliver our strategy
| have joined Croda at an exciting stage
In its development Innovation in 2015
reached a record level with over a
quarter of our sales coming from New
and Protected Products (NPP} This has
increased our product differentation

and improved the quality of our Business
We continue to lead our sector, a specialty
chemical business developing distinctive
ngredients for attractive niche markets

Cur strategy of nvesting In fast growth
markets has continued to pay dvidends
We have seen our performance in Asia go
from strength to strength, with the region
now representing over 20% of total sales
In addition we saw a steady recovery

in European markets We have growth
potential and innovation opportunities
across all our market sectors

Creda s proud of its industry leadership
n sustanabiity We have reaffirmed our
comrmitment to using naturally denved
raw materals from sustainable sources
wherever possible and we are well placed
to help customers deliver thesr consumer
promises Our ptoneenng investment in a
new North Amencan plant to manufacture
non-lonic bio-surfactants 1s ewidence of
our confidence 1n the growth potental of
‘greeny products, whilst our investments in
green energy and water saving technology
are delivering environmental benefits

We are commutted to our strategy and
have had the confidence in 2015 to invest
nearly £200m to drive future growih,
both organically through increased
capital expenditure and incrganically
by acquisiiion

In December 2015, Croda completed
the acquisiion of Incotec Group BY,
an innovative seed enhancement
business, for an overall consideration
of €155m This acquisiion will broaden
our technology and market capability
in Crop Care and allow us 1o develop
a world leading position in one of the
fastest growing niche segments of
this market




Leadership

In September 2015, my predecessor
as Chairman, Martin Flower, stepped
down after 10 years with the Company
Martin brought wide ranging experience
of both corporate leadership and
governance During his tenure, Croda
delivered a total shareholder return (TSR)
of 721%, four times that achieved by
the FTSE 250 This was in no small way
due to Martin's leadership and direction
On behalf of us all, | would like o thank
himn for the contribution he made and
wish him the very best for the future

The Board and Nomination Commuittee
completed a careful search for a new
Chairman and | was delighted to be
appainted to this important role | will
continue to encourage the openness and
frankness that Martin fostered, as well
as ensunng that the Board allocates
sufficient time to focus on critical
strategic 1ssues

Your Board 1s committed to high standards
of corporate governance and to instiling
the nght culture, behaviours and approach
to how we do busmness In 2014, our
external board evaluation recorded that
we had a “mature and collaborative
Board, focusing on governance, strategy,
innovation, global growth, restructuring
and people " In 2015, we have made
good progress in implementing further
positive changes to the way that we work
The Board has spent time discussing
and implementing the new UK Corporate

Acquisttion of Incotec

In December 2015, we acquired Incotec
Group BV, an innovative seed enhancement
business that uses sustainable technologies
to increase the farming yelds of both
vegetable and field crops, which will help
feed the world’s growing population

Seed enhancement has been identified as

a key market opportunity for our Crop Care
business and Incotec 1s a rare asset n a
niche, high value, fast growing sector Through
this acquisition, a broader, more innovative

Governance Code and this year's Report
includes more analysis on nsk, control
and long term wiability

| would also like to thank Kevin Gallagher
who has retired from the Executive
Committee In December after over

40 years of outstanding service to Croda,
most recently leading Personal Care
From January 2016, Sandra Breene has
become President of our Personal Care
sector and Keith Layden has combined
the role of President of the Life Sciences
sector with his existing role as Chief
Technology Officer Maarten Heybroek
continues as President of Performance
Technologies and Industnal Chemicals

Dividend and special return

In 2014, the Board set out a clear

capital allocation policy, whereby profit
and cash generated would be invested
In growing the Busmess organically and
by acquisition, paying a regular dividend
fo sharehaolders and returning any surplus
capital to shareholders through one-off
returns We are continuing to deliver

on our strategy, with good sales growth,
strong innovation and well Invested
assets The Board has proposed a full
year ordinary dividend increase of 5 3%
to 69 Op {2014 65 5p), covered 2 0 times

{2014 1 9x) by adjusted earnings per share

{EPS) Following the payment of an intenm
dvidend of 31p In Seplember 2015,
shareholders will receve a final dividend
of 38p, subject to approval at the
forthcoming AGM

portfolio of products will be available to
customers and the combination with our
own Crop Care business creates a strong
and unigue platform for future growth
We believe that our combined inncvation
strengths, together wath our global sales
reach, will enable us to be even more
responsive INn meeting the unmet needs
of our customers today and tomorrow

We have deployed some of the Group's
debt capacity to acquire Incotec However,
our balance sheet leverage remains
below the Board's policy of targeting a
ratio of 1 to 15 times net debt to caprtal
EBITDA In hight of thig, and given cur
ongoing strong cash generation, the
Board 15 also proposing to return £136m
to shareholders by way of a special
dividend of 100p per share combined
with a share consolidation This will bring
our leverage to around the mid-point

of the Board's target range

Outlook

Looking ahead, whilst we expect
market condriticns to remain challenging,
our strong innovation pipeline and the
benefits of our customer-led Investment
in capacity, mean that we are confident
of delvenng continued progress in 2016

Anita Frew
Chairman
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Strategic Report

Market Opportunities

Maximising opportunities for growth

We must continuously evolve our operations, products and supply chan

o meet our customers' and therr consumers' needs In an ever changing world

In order to future proof our Business We have identified three global dnvers
of change and from these distilled three consumer driven mega trends that

inform our strategy

Global dnivers of change

Our business environment 1s affected by global dnvers, which are changing consumer behaviour in the markets we serve

Changing demographics

There 1s unprecedented change in

the world demographic We are seeing
accelerated growth In population, greatly
influenced by the expanding elderly
population Polansation in wealth, health
and urban and rural living 18 Increasing,
particularly in the developing world

Fragile world

As nsing temperatures compromise
habitats and resources, carbon reduction
IS an increasing prionty Along with
already stretched food, water, fuel and
other natural resources, a new approach
to consumption and re-use Is required

Changing expectations

and behaviours

Consumers iIncreasingly expect businesses
to take greater responsibility for the impact
of ther products, whilst legislators demand
ever higher standards of quality, safety
and environmental and social protection
As a result businesses need to operate

N an accountable and transparent way,
and this impacts on what they produce
and how they produce it

By 2050, the world population
1s forecast to reach

9bn

To mantain safe levels of carbon
emissions, it's estimated that by 2040 the
world needs to reduce 1ts enussions by

50%

The percentage of consumers that
are influenced to buy products made
by companies they trustis

62%

What this means for us*
- Growing need for everyday
products that use our ingrechents

-> Requirernent for us to work in close
partnership with our customers
to develop speciality products

-» Investment and growth opporturities
1o meet growing demand for consumer
products across established markets
as well as in new markets in Asia
and Latin America

- Potential to support the challenges
of feeding a growing population by
improving vegetable and field crop
yields with our Crop Care products

Croda International Plc
Annual Report and Accounts 2015
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What this means for us.

- Unigue posthion in the use of natural,
renewable raw matenals that sets
us apart Our focus on developing
ingredents with sustainability
benefits will always be a pnonty

- Ongoing significant mvestments to
minrmise environmental and social
impacts and improve efficiency
of our operations

- Collaboraton throughout
our supply chain to ensure that our
products have a positive impact on
the ernvironment throughout therr
Iife cycle

What this means for us

- Communicating and continuing to
strengthen our reputation as a high
gualty ingredient suppier, which
comes from going ‘above and beyond’
the minimum In response to regulatory
requirements and from our robust
quality assurance, operational nsk
assessment and sustainabihity
programmes

- Scope to iImprove the sustainability
credentials of our customers’ products
to meet consumer demands and
future regulatory requirements, based
on our nnovative ingredients and
our robust approach to validating
performance claims



Mega trends

With the knowledge of the global drivers of change, and our understanding of the unmet needs of our customers,

we have identified three consumer driven mega trends that we believe will create new areas for us 10 nnovate and grow
in the years ahead These mega trends may evolve as the world changes, but they will always drve our market sectors
and our strategic prionties around growth, nnovation and sustainability, providing focus to our investment and
acquisihon pregrammes

o121
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Beauty and ageing

Health and wellbeing

Across the world people want to look
and feel good, but ncreasingly they want
to know that the products they use have
a minimal impact on our fraglle world
This 1s fuelled by changing demaographics
characterised by a growing global
population, an expanding middle class
with increased disposable income, and
increasingly discerning and educated
consumers with changing expectations
and behaviours This trend 1s driving

our customers to deliver many new niche
personal care products to meet the
differing needs of consumers, such as
sun protection for children and teenagers,
collagen boosting products for older
consumers and developing anti-ageing
ngredients for use n har care This is all
whilst ensurnng that products use the
greenest chemistry possible without
compromising on performance

Sustainabihity

Ceonsumers around the world are
becoming more and more aware of the
Ifestyle choices they can make to improve
their health and protect our fragile world
Changing demographics are resulting in
the need for Increased farming yields to
feed the growing populaton Addtionally
an ageing population 1s leading to more

CONSUMers using creams, ontments and
tablets to feel healthier From treatment
to prevention, we are seeing a number
of excting new niche opportunities,
such as seed enhancement and our
active pharmaceutical ngredient
technology platforms

There 1s growing emphasis from
consumers on sustanabilty We seeit as
an unstoppable mega trend driven by all
of the global drvers of change As greater
demand s placed on the world's scarce
natural resources as a result of population
growth, consumers are increasingly looking
for more products that improve resource
efficency or performance in a sustanable
way We respond to these demands by
supporting our customers' development
of products that have a reduced

environmental impact during manufacture,
use and disposal Our customers also
call for mproved performance, punty and
cost effective solutions, along with a
drive for mare renewable raw materals
With around two thirds of our ingredients
denved from renewable sources, and our
focus on consumer I1ssues such as the
sustanability of palm oil, we are able to
support this dnve and, in doing so, help
our customers bulld valuable brands

Croda Intarnational Plc
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Strategic Report

Qur Strategy

Being difterent

We are a global team, working with customers as their partner of choice,
providing iInnovative and differentiated technologies in attractive niche
markets in order to deliver shareholder value

Growth Innovation

Delivening Accelerating
consistent top iInnovation and
and bottom increasing the
line growth proportion of sales
that are protected
Wea are looking for profitable Innovation plays a cntical
sales where we can grow role across our operations,
ahead of markel rates across it differentiates us from the
all our market sectors Our competition, protects sales
business model 15 all about and improves our margin
getting closer to customers, Creating new intellectual
ng and small, and satishang property and know-how,
therr unmet needs with whulst maximising the
differentiated products potential of existing patents

globally, 1s our lifeblood

Sustainability

Investing in
sustainability

Our customers are facing
growing demand for more
sustanable products There
are rmany cpportunities for
us o INnovate together and
help them succeed Investing
in the devetopment of our
key resource, our pecple,

Is essential to the long term
future of our Business

O 8 Croda International Plc
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Growth

What will we do to achiave this?

What have we done tin 20157

KPls

—> Ensure that all market sectors are
appropnately resourced to capitalise
onopportunities to grow with
our customers

Invest and expand in fast growth markets

Expand infrastructure

Algn wath muttinational customers

— Hamnessed the global organisational
structure, getting closer to our customers

Sharpened our strategy for each
market sector

Selectively invested in resources to grow

Expanded capacity in skin actives, high
punty excipients and plant stem cells

YL

Maintain our direct seling modet to stay
close to customers

o4

Achieved strong growth in sales of plant
cell culture based products from our
IRB acquisition in 2012

= Strengthened our mfrastructure in Asia with
sales, laboratory and produchon expansion
in China, India, Indonesia and Singapore

Return ¢n sales (p24)
% Group sales outside Europe (p24)

Risks

Revenue genaration in established
and emerging markets {p32}
Identification and integration

of acquisition targets (p32}

Innovation

What will we do to achieve this?

What have we done in 20157

KPis

— Ensure that we have talented chemists,
brochemists and engmneers in place

- Accelerate the capture of new technologies
by escalating our internal nnovation projects
and external acquisiions

= Maximise the potential for new patents
across our global seling network

- Accelerated open innovation projects
which have increased fivefold over the
past four years

N

Completed technology led acquisition of
Incotec, moving us Into the fast growing
space of seed treatment

Increased R&D focus on market sectors

-3 Partner with our customers, world leading
academic institutions and developers
of emerging technologies from small
and medium enterpnses

- Engage with our customers throughout
the creatrve process, to ensure that our
actvities are aligned with thair current
and future needs

Expanded R&D in China, Indonesia
and Japan

Unlocked the potential of the Acrylic
Polymers plant

o L

Increased the pipeline of future products

NPP sales as % of Group sales (p24)

NPP sales growth compared
with overall sales growth (p24)

Risks

Product and technology innovation (p32)
Protect new intellectual property (p32)

Sustainability

What will we do to achieve this?

What have we done in 20157

KPIs

—» Focus on keeping our manufacturing sites
safe, sourcing renewable raw matenals,
minimising the impact of our manufacturing
processes, producing nnovative ingredients
with sustainable benefits and locking after
our people and the communities In
which we operate

—> Set targets and frack our performance as
our sustainability programme evolves to
address the global dnvers and the needs
of our stakeholders

- Invested in our plongenng non-ionic
bio-surfactants plant in North Amenca

->» Reduced our mpact on water, fand and
climate change through manufactunng
efficiencies

= Worked closely with our major customers
to deliver differentiation through certification
(RSPO and Halal)

= Invested In sites targeting reductions
n VOC emissions

- Invested in anaerobic digestion of a
production co-stream to produce bio-fuel

Non-fossil fuel energy % (p25)
Lost time injury (LTI) rate (p25)

Risks

Employee recruitment, retention
and succession planning (p33)

Product hability claims (p33)
Major safety or environmental incident (p33)
Global raw matenal shortage (p34)

Croda International Plc
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Strategic Report

Chief Executive’s Report

We are delivering

Performance highlights

- Constant currency sales up by 4 2%

- NPP sales growing at four times overall sales growth

&)

In many ways 2015 has
been a classic year for
Croda, with sales volume
growth, greater sales
value growth and a bigger
INcrease n operating profit”

Steve Foots
Group Chief Executive

- Almost £200m spend on organic and inarganic investment

Sales growth

+3.49%

NPP sales as % of Group sales

20.1%

Return on sales

24 4%

1 O Croda International Pic
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Innovation dnving continued growth
2015 has been a year of strong progress
for Croda A relentless focus on innovation
has improved the quality of the Business,
increased sales by 4 2% and adjusted
pre-tax profit by 8 8% (both at constant
currency) NPP sales have increased at
four times the rate of underying sales to a
record 26 1% of Group sales (2014 23 4%)
We are delivering our strategy dnving
consistent top and bottom Iine growth,
Increasing the proportion of sales

from nnovation, and ieveraging our
sustainability credentials

This performance was achieved in ancther
challenging year for the chemical ndustry
A slowdown in developed and emerging
regions, the falling ol price and deflationary
effects in many countnes progressvely
impacted markets as the year unfolded
The rate of underying sales growth slowed
dunng the year, from 5 2% in the first hatf
of the year to 2 0% in the second half year
(excluding the impact of acquisiions)
However, an improving business mix
driven by strong innovation and coupled
with good pricing discipline, saw profitability
increase, with second half year retum

on sales 11 percentage points higher
than the prior year pericd

This growth Is a testament to our Business
model, a clear strategy and, above all,
strong and capable global teams Croda
Is a knowledge based business and the
heartbeat of the organisation continues
to be our creative and productive
innovation driven culture Combined

with a sales model where we are close
to customers, we are well positoned

to continue to grow the business

Strong margin management
driving improved profit

2015 sales increased to £1,081 7m

(2014 £1,046 6m) Excluding the benefit
of the Incotec acquesition, this reflected
improved undertying sales growth of 3 7%
(2014 29%) It was particularly encouraging
that growth was broad-based across all
global sectors and geographic regions
Strong margin management, and improved
product mix and targeted investment in
additional resources resulted in adjusted
operating profit nsing by 6 8% In constant
currency Adjusted pre-tax profit added



£19 3m to £254 7m and IFRS pre-tax
profit ncreased by 10 0% to £252 3m
(2014 £229 4m)

The acceleration of prefit growth was
reflected in an ncrease in return on
sales 1o 24 4% (2014 23 7%), wath margin
improvermnent In both the consumer
facing sectors

Growing sales n all sectors
During 2015, we delivered underlying
sales growth in all four sectors, reflecting
the benefits of the global market
reorganisation completed in 2014

NPP and customer proximity
driving sales and profit growth

in Personal Care

The recovery of sales in Personal Care
since mid-2014 continued i 2015,
although markets remained subdued
Underlying sales increased by 1 8%,
while adjusted operating profit rose by
7 5% in undenying terms, improving retum
on sales by 120 basis points to 33 0%
and adding almost £9m of profit This

demonstrates our ability to grow the top line

whilst delivering a strong margin, through
NPP, improved proximity to customers
and cost efficiency Growth with regional
and local customers was encouraging,
notably In Asta and particularly China

We returned to impressive growth in
Europe too, but Latin Amenca weakened
progressively as consumer spending was
impacted by poor economic condiions
This was particularly evident in Brazit

Investment inrenewables

in April 2015, we ceremonially broke
ground at our Atlas Point manufactunng
site iIn New Castle, Delaware on

the first North Amencan plant that

will lead to the production of non-ionic
bto-surfactants through the use of
ethylene oxide denved from bio-ethanol

Construction has since commenced with
the project on schedule to start production
in the first half of 2017 When the new plant
becomes operational, the surfactants that
we offer will enable our customers to meet
their goals to deliver 100% renewable,

Excellent sales and profit

growth in Life Sciences, dnven

by high punty technolegy

Life Sciences delivered an excellent year
of growth, with underlying sales increasing
by 10 5% and adjusted operating profit
up almost 17% in undertying terms

This was dnven by broad-based growth
in high punty excipents for Health Care
and excellent sales of Omega 3 active
pharmacsutical ingredients (APIs) Crop
Care outperformed a difficult market
through collaboration with multinational
custormers and success with smaller
customers in new geographies

We continue to Invest in innovation, n
expanding sales and technical capability
i Asia and North Amernica, and In
broadening the AP} platform The end

of year acquisition of Incotec takes
Croda into an exciting adjacency to

our existing crop business

Recovering sales in Performance
Technologies, underpinned by
investment outside Europe
Perforrmance Technologres had a mixed
year with underlying sales increasing
by 16% but a disappainting profit
performance, with adjusted operating
profit down 11% in underlying terms
Sales grew In all businesses except
Geo Technologes, which was adversely
impacted by the challenging ol market
Sector profit was lower with 85% of
the reduction in Geo Technologies

In addition we made further investment
In customer application laboratones,

high performance producis to ther custormers
QOur hentage and growth strategy have a
strong focus on Investment in sustainable
and innovative technologies, we believe that

this project not only represents our commitment

to meeting our customers’ expectations, but
also our long standing dedication to putting
sustainabiity and innovaton nto acton

increased sales resource and enhanced
production sites to support future
growth outside Europe We have begun
to improve the business mix, introducing
more NPP and de-marketing low value
products and we expect the improved
product range and market developmeant
activity to dnve sales and profit growth
in the sector over the next few years

Improved performance

in Industrial Chemicals

Profit in Industnal Chemicals recovered
after a challenging 2014 Underlying
sales grew 3 4% and adjusted cperating
profit Increased by over 150% to £6 7m,
reflecting improved pricing and growth
at Sipo Good progress has been made
to develop NPP, adding mere value

to co-stream products through

niche applications

Groda Intarnational Plc 1 4]
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We continue to invest in line
with our strategy, getting closer
{o customers and expanding
In markets with the strongest
growth prospects”

Belivering our strategy -

being different

Croda 1s a global team, waorking with
customers as ther partner of choice,
providing innovative and differentiated
technologies in attractive niche markets
n order to deliver shareholder value
Our strategy to deliver this comprises
three components

1. Delivering consistent top and bottom
lIne growth

2. Accelerating innovation and
increastng the proportion of sales
that are protected

3. Investing in sustainability, meeting
customer and consumer needs
for sustainable products

In 2015 we made good progress deliverng
these components

Delivening consistent top

and bottom line growth

In many respects, 2015 has been a
‘classic’ year for Croda In underlying
terms (which excludes the impact of the
Incotec acquisition), we delivered sales
volume growth of 3 1%, sales value
growth of 3 7% and adjusted operating
profit growth of 6 4%, reflecting good
top and bottom line improvement

Our strategy seeks to grow sales with
customers at all levels The market
sector structurs has enabled us to align
our approach on a global basis, dentifving
consumer trends and responding more
swiftly to satisfy our customer needs We
are also getting even closer to customers
at a regional and country level, developing
products for local use in our applcation

1 2 Croda Intarnational Pic
Annual Report and Accounts 2015

labs, leveraging the direct sales force and
gaining market insights An exciting trend in
Personal Care 1s the impact of digitalisation,
where consumers bypass traditional retail
stores and buy therr products online from
niche producers Our business model,
with sales, technical and warehousing

all locally based, allows us to support
smaller customers emerging as a resullt

of this trend

Our strategy alsc seeks to expand in fast
growth markets In 2015, we increased
our presence outside Europe to almost
60% of sales Asia was our fastest growing
market, with broad-based growth across
al sectors We saw increased customer
collaboration, due pnmarly to our expanded
application lab presence across the region
We also expanded local manufacturing
capacity, notably In Singapore, Japan,
India and Indonesia, with 45% of sales now
being met from within the region China
continued to grow well as we ncreased
penetration, particularly in Personal Care

All of the market sectors grew sales in
2015 Life Sciences had an exceptional
year, through sales growth, product mix
mproverment and bulding new technology
platforms in Health Care Its lugh punty
excipient market 1 growing rapicly

and we also improved profit by growing
premium grades and reducing sales

of less differentiated products, such as
for nutntion Bullding on the launch of
pharmaceutical grade Omega 3 in late
2014, we have successfully broadened
this platform of APIs, secunng sales

to three new customers in 2015

In addition to organic growth, acquisition
of adjacent technologies 1s driving profit
We acquired Incotec, an innovative seed
enhancement business Therr products
and services help to enhance and improve
seed performance, allowing greater efficacy
and functicnality to be delivered directly
by the seed to increase farming yields

to feed the world's growing population
With 15% compound annual growth

in sales over the last eight years and

an R&D focus supported by strong
intellectual property, the acquisition will
offer a broader, more innovative portfolio

of Crop Care products

To deliver our growth strategy we also
need to balance investment with cost
Performance Technologies 1s targeting

a return on sales of 20% in the medium
term It s selectively investing in additional
resource to grow the Business in higher
margin areas, whilst de-marketing

low value added products, for example,
in Coatings & Polymers Costs are also
being reduced n regions seeing lower
growth Following the delivery of initiatives
to streamine the cost base in Europe

N 2014, we are now reducing costs

in Latin Amenca to reflect slower sales

in difficult macroeconomic conditions
We are also securing productvity benefits
across our manufacturing operations

Record innovation

Innovation has long been the hfeblood of
Croda, playing a vital role in driving sales
and profit growth, and in differentiabing
ourselves n a competitve market In 2015,
our Sederma skin actives business was
recognised by the personal care industry,
winning the ‘25 Years of Innovation” award
for Matnxyl™, as the product having the
greatest impact in personal care ingrechents
globally over that penod, a fitting and
significant achievement

2015 continued this successful nnovation
trend, that has seen NPP sales increase
from 20 5% of total sales in 2012 to 26 1%
today NPP sales increased by over 15%
In the year and we are building a pipeline
of opportunities for delivery in the next
three to five years By innovating and
drving more sales in protected products,
we create solutions which give customers
new benefits whilst building greater
differentiation

NPP growth was broad based across
all sectors 40% of sales In Lile Sciences
now come from NPP, with notable
successes In 2015 including the growth
of pharmaceutical grade Omega 3,
new pharmaceutical delivery solutions,
commussioning of our spray dnit testing
facity for Crop Care and several
rmultmational customer joint development
agreements In Personal Care, we
launched four new skin active products,
together with a new 'IRB by Sederma’
range of plant cell culture ingredients




Sun care products are also growing

and, as regulatory standards increase,

will benefit from our FDA expenence in
Health Care In Performance Technologes,
we have invested in test equipment that

mymics our lubncant customers’ applications,

enabling maore successful nnovation

Qur ‘open Innovation” programme which
Is an integral part of our nnovation strategy
gives access to universities and specialist
research laboratornes We now have over
100 partnerships, from marine sourced
personal care ingredients to cutting

edge production of skin care ingredients
via fermentation

A sustainable future

We are passionate about sustainability,
because it 1s the nght thing to do and

a crucial part of how we add value

to customers In recent years, we have
seen an Increasing number of customers
becoming more aware of sustainability as
a differentiator, both in the products they
offer to ther consurmers and n the way
they choose and work with their suppliers,
for example, over 25% of products
launched by the global personal care
industry now make a sustamability claim
Sustanabilty 1s embedded in our strategic
thinkuing and a crucial part of our

future growth

In 2015, we continued work to supply
products from responsibly sourced raw
matenals, with 11 of our production sites
now certrfied to handle sustainable patm od
denvatves Construction of ocur non-ionic
bio-surfactant plant 1s progressing
Expected to commussion in mid-2017, this
plant will secure the supply chatn in North
Amenca using natural materials and open
up access to ‘white-space’ cpportunities
in more sustanable surfactant products,
creating new markets across our global
sectors Across Croda, we are creating

a more sustanable supply chan, with
around two thirds of raw matenals we
use emanating from renewable sources

We have also reduced our environmental
impact In the Netherlands, we invested
£3 8m in 2015 in plants to create greener
energy and reduce water usage Almost
25% of Group energy usage Is now sourced

from non-fossil fuels, and water usage
and waste to landfill have been cut by
5 5% and 56 8% respectively since 2010

Future opportunities

We continue to invest in ine with our
strategy We invest in getting closer to
customers, selectively Increasing resource
In geographic markets with the strongest
growth prospects, including Asia, where
we see apportunities across all sectors
In Indonesia, we are transitioning the site
from an industnal to a consumer care
focus, with a laboratory and expanded
sales, marketing and R&D resource,

In what promises to be one of the fastest
growing global markets We are also
Increasing penetration of Life Sciences
and Performance Technologies In

North Amenca and strengthening direct
seling in Asia, the Middle East and Latin
America by moving away from distnbutors

We have identified fast growth
technologies where we will continue

to innovate, increasing our NPP pipeline
to meet consumer needs In 2016 we
plan to invest approximately £120m i
capital expenditure, pnmanly for capacity
expansion In skin actives, high punty
pharmaceutical excipients, sun care
products and in Crop Care, together with
the non-ionic bio-surfactant plant These
projects are targeted at technology nch,
high value, fast growing niche segments
and should drive significant continued
profit improvement

We remain focused on cash generation
and on using this, and the strength of
our balance sheet, to Invest organically
and to secure appropnately valued
technology based acquistions, buldng
on the integration of Incotec We have
proposed an Increase in the ordinary full
year dvdend and announced a special
retumn to shareholders We will remain
disciplned in both capial allocation
and in dnving returns for shareholders

Steve Foots
Group Chief Executive

Our strategy

We have a clear and concise
strategy, which underpins
all of our operations

@

Growth
Delivering consistent top
and bottom line growth

@

Innovation
Accelerating innovation and
ncreasing the proportion of

sales that are protected

®

Sustainability
Investing in sustainabiity

O,

Read more about
Cur Strategy on page 08

Croda International Plc
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Strategic Report

Qur Business Model

Creating value

Qur value chain

To maximise our opportunities 0 grow and innovate, we need to understand
all stages of our value chain, from staying up to date with global dnvers
and mega trends (p06), to understanding our customers’ prionties and
delvenng innovative solutions to build ther trands In dong so, we are helping
them to creaie value and meet their consumers’ expectations

Consumer
demand
Influenced by global drivers and

mega trends, consumers dictate
the unmet needs in the market

Customer
need

QOur customers seek the solutions
that address ther consumers’
priornities and unmet needs

Croda

Our business model

Our business model 1s driven by strong customer
relatenships and a focus on the sustainable
producton of Innovative ngredients

Our
resources

We work as one global teamn,
shanng expertise and
knowledge that I1s invaluable
to our customers all
over the world

= Highly skilled pecple

-> Close customer relationships

- Valuable green chemistry

- Intellectual property

- High qualty, sustanable
supply chain

‘I 4 Croda International Pic
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Engage Create
We work in close We design innovative
partnership with ingredients that

customers and develop
emerging technologies
around the world

enhance everyday
products




Working closely with our customers,
we deliver the innovative solutions that
buld some of the world's biggest brands

Customer
manufacture
Adding our high performance products

to therr formulations, customers
manufacture the finrshed goods

Consumer
benefit

their unmet needs

Qur innovations improve consumers’
Ives all over the world by addressing

Make

We manufacture
to consistently
high standards
across the world

Sell

We generate
revenue by selling
ingredients directly
to our customers

Creating
value

QOur aglle approach
delivers results to all
of our stakeholders

- Innovative, differentiated
(ngredients for cusiomers

- Sustainable solutions
to meet customer needs

- Traning and career
development for our pecple

- Sustainable retums
for shareholders

= Care for the environment

Croda International Plc
Annual Report and Accounts 2015
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Strategic Report

Qur Sector Performance

Personal Care

Our Personal Care market sector
focuses on ingredients for skin,
harr, sun protection and cotour
cosmetic products Our broad
portfolio ncludes ant-ageing
ingredients for skin, conditicning
agents for harr care and metal
oxides ior UV filters

Sandra Breene
President, Personal Care

Highhghts
> NPP sales reached record levels

- Strong growth and expansion
N Asia

= Launch of cur first global product

Sales

C377.3M 2016 s309m

Adjusted operating profit

£124.5M e evram

Return on sales

33.0% 2o e

1 6 Croda Internatlonal Ple
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Performance

Personal Care continued the recovery
begun in 2014, deliverng modest sales
growth in difficult markets alongside
stronger profitability Sales rose to £3773m
(2014 £369 1m), an underlying Increase
of 1 8% Adjusted operating profit was
£124 5m (2014 £1173m), up 75%

in underying terms Return cn sales
added 120 basis ponts to 33 0%

Sales grew In all regions in the first half
of the year with growth more subdued
In the second half This reflected a
slowdown in recession hit Latin Amenca
and currency pressure on North
Amencan export custormers Strong
growth continued in Asia, particularly in
China, South Korea, Indonesia and India,
while Europe saw impressive growth

as consumer confidence improved

Profit grew as hwgher margin NPP sales
reached record levels We saw a good
performance frorm our Sedemrna skin active
business, particularly n Asta and from our
'IRB by Sederma’ plant cell culture range,
where sales grew 40% QOur sun care
products performed well and will be
enhanced in 2016 by new production
capability utiising our FDA/pharmaceutical
industry expenence

Moving closer to customers

Our programme to get closer to customers
continues This combines a glohal sector
approach with local service and proximity
to customers In 2015 we launched our
first global product, Credazoquat™ for
multicultural conditioning and damage

Crodazoquat

Crodazoquat 15 a versatile condiioning
ingredient suitable for the needs of har
of different ethnicities It improves the
appearance, feel and manageability of
hair, regardless of ethnic ongin, helping
our customers overcome the challenges
of formulating condttioners for dverse,
mutticultural markets

Laboratory and salon testing has shown
that Crodazoquat 1s especially effective

on darmaged har, restores hydrophobicity,
improves harr assthetics and delivers a
consumer-percevable feel improvement on
Caucasian, Brazihan, Asian, and African harr

repair for a diverse range of har types
This project benefited from our investment
in our global harr care laboratory In 20186,
we will expand our skin care development
centre, near Pans, to meet increasing
dermand Through these actvities the
development pipeline with multinational
customers Is improving

We are growing well with ‘regional
dynamos’ and local customers Our local
presence enables us to respond quickly
to customer needs We continue to invest
In the fastest growing regions, particularly
Asia The Croda model, with country
based direct selling, regional application
laboratones and local product warehousing,
provides an unrivalted service Many local
customers are exploiting the digitalisation
trend, marketing their products directly
via the intemet New customer application
faciities in Indonesia and Singapore are
helping find these new customers and
create new oppoertunities In 2016 we will
further expand direct sales operations
within Asia, Latin Amenca and the

Middle East

Sustainability 1s a powerful trend in
personal care, driven by a consumer
demand for ethical and sustainable raw
material sourcing As an ndustry leader,
Croda 1s recognised as a suppler of
choice By the end of 2015, all of our
relevant manufacturing sites were
certified by RSPO to support sustainable
palm ol production whilst our proneenng
investment In non-iocnic bio-surfactants
has generated significant interest from
existing and new customers




Maijestem™

Majestern 1s the first active antr-ageing ingredient
that defivers wisible Iifting of the skin on the neck
and face to combat sagging caused by sun
exposure and ar pollution

100%

First anti-sagging
product on the
market made from
100% natural raw
matenals

Denved from the Edelweiss
plant, which grows
spontaneously on mountain
ranges and produces
molecutes with extraordinary
resistance properties

Using plant cell cultures is a highly
sustainable solution, with just 1kg
of cuiture cells producing the same
armount of active molecules
as 5,000 Edelweiss flowers

The market need

Ernvironmental factors such as UV radiation and
ar pollution can have a negative effect on the skin,
causing skin sagging as well as wnnkles Because
of this, the need for anti-ageing products that go
beyond targeting wrinkles ts a major growing trend
In beauty Majestem is the first product developed
that 1s proven to provide consumers with a high
performance altemative to aesthetic surgery
needed to remedy skin sagging

The Croda solution

Skin cells need energy to keep rejuvenating and,
therefore, looking young This energy i1s provided
by the part of the cell called the mitochondna
Majestem, an active ingredient cbtaned from cell
culiures of the Edelwesss plant, helps stimulate the
mitochondrial matnx, providing skin cells with the
energy they need to re-establish lost tension resulting
In a visibly more youthful neckiine n just three weeks
It’s also a highly sustainable solution, with just kg
of culture cells producing the same amount of
active substance as 5,000 Edelwerss flowers

The emerging trend of anti-ageing
beyond wrinkles 1s a major
opportunity for us, and so | led the
research and testing to address
this unmet need with our product”

Caroline Ringenbach Research Manager

A
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Strategic Report | Our Sector Perfformance

life Sciences

Our Life Sciences market sector
compnses two complementary
busnesses, Health Care

and Crop Care Health Care
delvers high quality ingredients
to pharmaceutical and
nutraceutical markets, including
dermatology, heart health

and animal health Crop Care
provides Innovative ngredients
to agrochemical companies
for products that help farmers
achieve supenor yiglds

Keith Layden
President, Life Sciences

Highlights
= BExceptional year n Health Care

- Crop Care outperformed the market

= Exciting acquisiion of Incotec

Sales

£2231.3M 20 5200 5m

Adjusted operating profit

876- 2[ | l 2014 £64 Tm
Return on sales

82.9% 2014 31 6%

Croda International Plc
Annual Report and Accounts 2015

18

Performance

Life Sciences delivered an excellent
sales and profit performance, dnven by
an exceptional year in Health Care, with
Crop Care also outperforming its market
Sales rose to £231 3m (2014 £204 5m),
an underlying increase of 10 5% and

13 1% higher including Incotec, which was
acquired on 4 December 2015 Adjusted
operating profit was £76 2m (2014 £64 7m),
up 16 8% m underlying terms and 17 8%
ncluding the acquisition Return on sales
added 130 basis points to 32 9%

The excellent Health Care performance
reflected two growth areas high punty
excipients and APls Our excipients are
drug delvery systems that provide stability,
potency and improved shelf Ife across a
range of customers and pharmaceutical
products Sales of premium grade excipients
grew almost 40% and were particularly
strong in Asia and Latin Amenca

Following s launch in the North Amencan
genenc heart treatment market In late 2014,
our pharmaceutical grade Omega 3 API
saw above forecast sales 1n 2015, partly
driven by one-off pharmacy pipeline filing
which will not be repeated in 2016 We
secured three further AP| apphcations
with other customers in both development
and genenc drugs, establishing a broader
platform for this chemustry This growth was
part of a strong iInnovation performance

in Health Care that saw NPP sales up
aimost 45% year-on-year Together with

a reduction in sales of less differentiated
nutntional products, this helped

drive profitability

Crop Care sales grew 1n 2015,
outperforming a weaker market Good
progress In Latin Amenca and Asia,
despite a poor monsoon, offset a difficult
North Amencan market, where com pnces
and farm incomes reman depressed and
customers have destocked The recent
acquisition of Incotec has been positively
received by customers and broadens
our capabilittes, making Croda Crop
Care a major player in the fast growing
niche market of seed treatment

Moving closer to customers
During 2015 we continued to develop
the foundations for both Health Care
and Crop Care 1o deliver further growth
In Health Care, we strengthened
technical resources In faster growing
regions, where we have historically been
under-represented and there is a broad
base of potential customers We are
also expanding production capacity for
high punty exciprients In Crop Care, we
are growing well with smaller custorners,
particularly in India and Latin Amenca,
and are bulding collaborative R&D
relationships with multinattonal groups,
with several customer projects now

in tnal Open innovation i1s expanding,
bulding new customer relationships
and providing access to specialist
analytical capability to generate new
performance and clams data

Glycerophosphoinositol (GPI)

Qur naturally derived, active
Glycerophosphoinositol (GPI) salts are
helping to relteve itching for cats and
dogs as well as humans, treating outer
ear conditions associated with excessive
wax production, and pet smells

This innovative Ingrediant 15 created using
IRB's world leading plant cell culture technclogy
which uses natural resources to guarantee an
active of the highest purnty, quality and efficacy
providing performance without side effects




Aflox™

Atlox aids the successful growth of plants by
allowing higher concentrations of micronutnents

to be ncorporated into crop orotection products

This delivers higher crop yields wath less
energy-intensive manufactunng

6X

Can deliver up to six
times more concentrated
levels of micronutrnents
than the industry norm

Working closely with our

customers, | was able to identify
their performance needs and work
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with the team to find a solution”

Marcia Wemer Research and Technology Manager

“In the development of this exciting
new product, | focused on testing
during the laboratory phase to
ensure it was ready for global
manufacturing and launch”

Douglas Porto Market Applications Specialist

NS

Enables more efficient
manufacture and
higher crop yields

Improves shelf Iife
of formulations

The market need

Micronutnents are essential for successful growth
of plants, without therr presence, the consequences
can range from stunted growth, leaf discoloration
and loss of fruiting bodies, all of which lead to
reduced crop yields Atlox 1s a dispersant that
helps suspend higher concentrations of particles —
the micronutnents - in iquid formutations, therefore
delivenng better crop protection products for use
in agrochermical manufactunng As a result our
customers manufacturing process is more efficient
and less energy intensive, water consumption is
reduced and less packaging 1s required

The Croda solution

Micronutnent formulations should be highly
concentrated, with many particles in a formulation
Producing these formulations can be challenging,
as sphtting and solidifying 1s a common occurrence
Addiionally, the chemistry of micronutnents tends
to be ncompatible with products such as herbicides
Using Atlox, customers can incorporate higher
levels of micronutnients within therr formulation, more
easlly combine micronutnent formulations with
other plant protective products, and gain the added
benefit of improving the shelf life of formulations

Croda International Plc 1 9
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Performance Technologies

Our Performance Technologies
market sector delivers innovative
ngredients for five key business
areas lubncants, Coatings &
Polymers, Polymer Additives,
Geo Technologees and

Home Care

Maarten Heybroek
President, Performance Technologies

Highlights

= Underlying sales increased
by 16%

- Proht mpacted by nvestment for
future growth outside Europe

- Progressive move to higher
value added products

Sales

3548 2010 s2552m

Adjusted operating profit

256.8M 2016 ss26m

Retumn on sales

16-0% 2014 18 0%

Crada International Plc
Annual Report and Accounts 2015
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Performance

2015 was a mixed year for Performance
Technologies We achieved sales growth
in all markets except Geo Technologies,
which was adversely impacted by the steep
decline in the global ol price Sales were
broadly flat at £354 8m (2014 £355 2m),
but up 1 6% on an underlying basis
Adjusted operating profit was £56 8m
(2014 £63 8m)}, a decrease of 114% in
underlying terms

Of the £7 Om reduction in adjusted
operating profit, over £8m reflected
weak profitability in Geo Technologies
with the balance due to investment in
sales, technical and production resource
for future growth outside the sector's
traditional European heartland Whilst
Geo Technologies was affected by market
conditions, with lower driling actwty and
the lower all price impacting production,
it remang an attractive market in the
longer term Sipo, our business focused
on industrial markets in China which we
acqured in July 2013, became profitable
Whilst this reflects a positive focus on
more value added products, it dilutes
the overall sector margin Regional sales
across the sector saw some recovery

in Europe, strong growth in Asia on the
back of recent investment but lower
sales in North and Latin Amenca

Pniplast™

Qur new patented Priplast ingredient
extends the life ime of coatings and
adhesives used in daily ife When
formulated into polyurethanes, Pnplast
bnngs unique benefits to end products
by balancing good strength and
hardness with supenor elongation

Pnplast 1s tailored for coatings and adhesives

in demanding environments that need long
lasting, sustainable alternatrves It s proven to
protect surfaces from scratches and spills in
water based wood floor coating formulations
It can be used in high performing adhesives
to bond hghtweight matenals such as plastics
and composites, replacing metal parts in cars
and arcrafts Additonally, when formulated into
artificial leather coatings for use on seats and
handbags, it offers a uruque feel by mimicking
the real leather expenence

We are balancing the rate of investment
In new markets with our target to improve
sector retum on sales to 20% in the
medium term We are focused on
growing in attractive markets, such as
Lubricants and Polymer Additives In the
former, we are working with customers
on fncton modifiers to mest new regutatory
requirements in the automotive industry
In the latter we are developing nnovative
slip additives, such as the recently
launched Incrostp™ Overall NPP sales
grew by 11%

In other markets we are improving
margins by de-marketing less differentiated
products During the second half of the
year, Coatings & Polymers exited low
value base production to focus on higher
value added dervatives New investment
in plants in every region will continue to
dnve NPP and cost efficiency to deliver

a stronger margin

Moving closer to customers

In 2015 the breadth of custormer
engagement has increased significantly,
particularty outside Eurcpe, supported
by improved technical service and
more focal manufacturing We expect
this to drive improved performance
over the medium term




Incroslip™

Incrosip s the newest Innovation N slip additive
technology used between surfaces of plastic to
reduce fnction It provides unique, hugh, long lasting
performance without breaking down, changing
colour or gving off odour durng exposure

Newest development
in slip additive technology
on the market

Unique chemistry
delivers both high slip
and high stability

3X

When exposed to UV light
over time, performs
up to three times
better than the market
leading product

The market need

Slp additives are used in plastics to reduce fnction
between surfaces Without them you can't open
camer bags or remove a screw top from a plastic
bottle Standard shp additives can demonstrate
poor ‘cadative stability’, which means they

can lose performance, change colour or give

off unpleasant odours and tastes during high
temperatures or ozone stenlisation

The Croda sclution

Incroslip 1s the only slip additive on the market
that delivers both high stability and hugh ship

It provides oxidative stability in applications
where taste and odour s critical, such as food
packaging, and in automotive applications where
high temperatures and UV light can cause other
common slip additives to breakdown It also
performs better in ‘tighten and release’
apphcations, such as screw caps and can be
used to lower fnction duning, for example, bag
production and packaging operations It also
has anti-scratch properties when used in
various polymer systems, such as plastics

In automotve Intenors

There are numerous benefits of Incroslip
when used in different applications,
and it was my responsibility to conduct
the testing on development samples
and the finished product to prove its
unique performance attributes.”

Phil MeCoy Lead Applications Scientist

“Incroslip 18 new and unique chemistry,
so | led the work on scaling this up
from development samples to
full-scale commercialised production
at our manufacturing site in Hull, UK”

Matt Jenkins Lead Engineer

Croda Intemnational Plc 21
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Strategic Report | Our Sector Performance

Industrial Chemicals

Industnal Chemicals 1s a small,
diverse market sector selling
co-streams, developing novel

Highlights
= Improved profitability

Performance

The sector improved profitability in 2015
driven by a stronger product mix and
iniial growth from NPP Sales were

niche industrial applications
and undertaking toll processing

Maarten Heybroek

- Novel niche products for ndusinal
applications launched

OB 2one s26m

Retum on sales

5-7% 2014 2 2%

broadly flat at £118 3m (2014 £1178m)
but rose 3 4% in undertying terms
Adjusted operating profit more than
doubled to ©6 7m (2014 £2 6m}

President, Industnal Chemicals Sales Sales of established product ines and
co-streams were robust In addiion, good
9,1 1 8 ' Sm 2014 €117 8m progress was achieved in developing novel
niche products for industrial applications
including CrodaTherm™, a bio-based
Adjusted operating profit phase change matenal that helps

maintan a consisient termperature in

a range of applications such as ensuring
medical supplies stay cool in transit or
keeping buldings warm

NPP will provide technically differentiated
products, enabling customers i industnal
markets to achieve higher levels of
performance and sustainability

CrodaTherm™

CrodaTherm Phase Change Matenals (PCMs) are sustanably
sourced, btodegradable materials that abscrt and release heat
to control the temperature of the surrounding environment

The market need

Heating, cooling or maintaning the ambient
temperature of buldings or goods n transport
has tradiionally relied on fossil fuels to power
ventitation systems CrodaTherm PCMs
replace this need When temperatures nse
beyond a certain pont, they melt and absorb
heat energy to deliver a cooling effect When
temperatures fall, they solidify, releasing the
stored heat back into the environment

The Croda solution

The CrodaTherm range has numerous
meling-point temperatures lending to a vanety
of applcations, incduding controlling room
temperatures when used in bulding matenals,
keeping athletes at the optmum temperature
when used in textles, and transporting organs
and other temperature-sensitive shipments

2 2 Croda International Plc
Annuat Report and Accounts 2015

“Customers recognise

the sustainability and
performance benefits that

CrodaTherm offers and this

has given us the opportunity

to pioneer our bio-based

PCMs In a vanety
of applcations ”

Raymond Goertz
Area Sales Manager




Sustainability

Our products

We focus on delivering
products that offer
performance and value.

By balancing our customers’
growing demand for
sustainable products with a
need for high performance
solutions to meet their
consumers’' expectations,
we are one of the leading
speciality chemical
manufacturers in the world.

Qur scientists are
focused on creating
greener solutions

11 4 was the average scora
of our new products

aganst the 12 Principles

of Green Chemistry

Usng sustainable
raw matenals 1s at the
heart of our Business

66 1% of the raw matenals
used in 2015 were from
natural, renewabfe sources

By responding to customer and
consumer demands for sustanable
products, we are able to help our
customers to make ‘greener’ choices
and buld even more valuable brands
This 1s key to the future growth of our
Business As such, three of our 10
Matenal Areas within our sustainability
programme have a particular focus on
1ssues relating directly to our products
We set ourselves stretching targets to
encourage continuous mprovement,
and our priorities are to

Qualty, safety
and consistency
throughout our
Business Is paramount

Over 220 industry associations
werg engaged in dralogue
with us in 2015

Fragile world 1s one of three global
drivers informing our strategy, and 1s
particularly applicable to the products
we make We take responsibility for
the whole lIifecycle of our products,
including using the most sustainable
raw matenals avallable to us and
developing products to the highest
safety and quality standards wherever
we make them This enables us to
play our part in making the world

a better place

Qur latest

nnovations offer

sustanable value
to the world

82 3% of tha new products
we produced in 2015 had
a sustanable benefit

n use

We are industry
leaders in
sustanable palm ol

11 manufactuning sites
reprasenting >99% of the
palm cil we handle are
certified 10 RSPO

To find out more, read our
2015 Sustainability Report
www croda com/sustainability

Key Matenal Areas

Product

(ﬁ Product
Stewardship  \yg/ Design

Quality =
Assurance

—> Ensure that the ingredients we
produce contnbute positively
to the environment and society
throughout therr lifecycle

- Deliver the most innovative
and sustainable ingredients
to our customers

- Contnbute to, and proactively
seek, higher quality standards
across product and operational
aspects of our business to
ensure customer safety

“Croda continues to play a key role

in dnving industry transformation

to source and deliver physical
certified sustainable palm oif

products Through commitment

and engagement with suppliers and
chents in 2015, Croda has helped

put the complexity into perspective,
effectively overcoming many of the
obstacles and successfully influencing
others in the supply chan to become
sustainable Once agan the Roundtable
on Sustainable Palm OIl (RSPO) highly
commends the efforts made by

Croda dunng this year and the tangible
results achieved by the company in
their journey towards making Certified
Sustainable Palm Cil the norm *

Datuk Darrel Wehber
CEQofthe RSPO
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Strategic Report

Key Performance Indicators

How we performed

KP! Comment Target Our performance
On target bife Sciences had a very good year Personal Care (PC) Retum on sales %
Return on sal with strong sales of its Omega 3 and Lfe Sciences

elm on sales active pharmaceutical ingredients (LS) mantain
KPI definiion and its high punty excipients Personal 2014 levels
Operating profit as a Care continued its recovery with steady
Performance
percentage of Group sales progress through the year delivenng Technologies (PT)
healthy ncreases to profit and return
grow to 20% in
on sales Performance Technologies
the medium term
had a disappointing year with marging
affected by the sector's continued Industnal Chemicals
investment In resources in the faster (IC} maximise
growing regions Industnal Chemicals  profitability
,ﬂ. marging improved following the exit
of low valus commodity products
On target Qur investment in rescurces in the Increase the % of Group sales outside Europe

% of Group sales
outside Europe

KPi definthion

Tha percentage of Group
sates into USA, Latin Amanca
and Asia

On target
NPP sales as a
% of Group sales

KPI definstion

NPP products are where axisting
sales ara protected by virtue

of being ether newly launched,
protected by intallectual property
or by urique qualty characteristics

Ahead of target

NPP sales growih
compared with
overall sales growth

KPI definition
NPFP sales growth as a ratio
of overall sales growth

faster growing markets continues
to deliver, 1n support of our growth
strategy The performance in Asia
1s especially strong with goed
performances in Latin America
and North Amernca

We focus technically and
commercially on increasing the
percentage of sales that we define
as NPP The development of the
NPP sales has occurred across
all market sectors and 15 a key
contributor to the improved
Group margins in 2015

Our continued technical

and commercial focus on the
development of NPP sales and
collaboration with our customers
delivered strong growthin

the year

Annual Report and Accounts 2015
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proportion of
sales into faster
growing markets

NPP sales to be NPP sales as a % of Group sales
30% of Group

sales nthe

medium term

2x overall NPP sales growth compared
sales growth with overall sales growth




Key

Growth
Innovation
Sustainabiity

KPI Comment Target Qur performance
Behind target Hawing surpassed our target of over >25% by 2015 MNon-fossil fuel energy %
R 25% of our energy from non-fossil
Non-fossil fuel sources In 2014, we did not sustain the
energy % performance in 2015 Several one-off
factors contnbuted to this Over the
KP! defimtion

The proportion of our anergy
that comas from non-fossi
fuel sources

2010415 pencd the burming of other
renewable co-products has diminished
as ther commercial value exceeded
therr fuel value Commissioning of the
bio-gas CHP plant at our manufactunng
site In the Netherlands in 2016 should
re-establish our record of improvement

On target
Returmn on Invested
Caprtal (ROIC)

KPI1 definition

Adjusted operating profit after tax
drded by the average nvestad
capstat for the year for the Group
Invested capital mpresents the nat
assets of the Group, adjusted for
earher goodwill wrtten off to
resarvas, net debt, retirement
benefit liablites provsions and
deferred taxes

Behind target As aresponse to the modest LTl rate consistently  Lost time injury rate
ncrease 0 LT rate in 2015 to 0 26, < 0 2 per 100,000 er 100,000 hours worked
Lost time Ijury from Q 21 in 2014, a new mandatory hours worked (P J
(LTl rate behaviour based safety programme wall
KPI definit pe introduced to all our manufactunng
ennition sites In 2016
Rate of njunes that result n an
absence from work of one day
or more, draded by total number
of hours worked per annum,
multiplied by 100,000 hours
Creating shareholder value
On target We are very pleased to report 6-12% EPS growth Adjusted basic earnings per share (p)
Adiust mn r an EPS of 135 Op, represanting an per annum
) ed ea gpe increase of 7 8% on last year This
share (EPS) growth places us well within the target range
KP1 definttion of 6-12% and reflecis the continued
Adgusted profit after tax dwided belief in our strategy
by the average number of
155uad shares

Our robust and defensive business Maintaining Return on invested capital (ROIC)
model (p14) 1s capital hght and ROICat2to3
delivers tigh returms  Qur ROIC tmes WACC

of 21 4% 1s more than three times
the Group's WACC

Croda international Plc
Annual Report and Accounts 2015
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Strategic Report

Finance Report

Strong cash generation

Performance highhghts

- Adusted pre-tax profit up 8 2%

= Over £90m invested In capital projects to dnve future growth

(&)

We are a strong cash
generator with a disciplined
approach to capital spend,
Investing in technology
and capacty to meet
customer demand,

whilst aiso returning

cash to shareholders”

Jez Maiden
Group Finance Director

= Proposed special capital retun of 100p per share

Sales value

£1.081./m

Adjusted pre-tax profit

+8.29%

Free cash flow

S117.5m

Sales by market sactor (£m)

£1,081.7m
Group sales
Personal Care £377 3m
Life Sciences £231 3m
Performance Technologies £354 8m
Industnal Chemicals £1183m
Group £1,0817m

26 Croda International Plc
Annual Report and Accounts 2015

Currency

Currency translation had a inmited impact
on 2015 results compared with 2014
Sterling averaged US$1 528 (2014

US$1 646) and €1 377 (2014 €1242)in
2015, resulting in Dollar strength broadiy
offsetting Euro weakness Currency
translation reduced sales compared
with 2014 by £8 4m {0 8%} and adjusted
pre-tax profit by £1 4m {0 5%)

Sales

Underlying sales increased by 37% in
2015, compnsing 3 1% volume growth
and 0 6% from improved pncing and mix
On a constant currency basis, sales rose
by 4 2%, with the benefit of the acquisition
of Incotec Reported sales were 3 4%
hugher at £1,0817m (2014 £1,046 6m)

S
Sales {€£m)

Sales rose strongly in the first half of

the year, aganst a weaker performance
in 2014, but slowed in the second half
year, against stronger comparatives and
some weakening in the global economy
Innovation was again a key driver of

our growth Sales of NPP, which provide
greater differentiation, higher margins
and stronger barriers to entry, iIncreased
by 15% on an underlying basis Sales

of our ‘differentiated’ products were
unchanged as we continued to enhance
our product portfolio by replacing less
differentiated products with protected
products Our ‘tal’ products grew by 3%
reflecting an increase in tolling volume

Our global market sector structure is
operating effectively and dnving good
growth Detall of sector sales performance
18 set out under the Chief Executive (p10)




“ Life Sciences and Personal Care

Underlying sales growth First Second
half half year
% % %
Personat Care 28 07 18
Life Sciences 147 64 105
Performance Technologies 33 {02 16
Industnal Chemicals 25 44 34
Group 52 20 37

and Sector {p16) reports We saw sales
growth in all regional markets Asia
continued to grow rapidly, with underlying
sales up 6 4%, supported by our mvestment
in more sales, marketing and technical
resource, manufactunng expansion and an
increase In the number of application labs
Europe, Middle East and Africa also grew
steadily at 2 2%, marking a recovery in
Europe after a disappointing two years,
with all market sectors performing well
Underlying sales in North Amenica grew

5 4%, driven by strong Health Care sales,
partly offset by a weaker Geo Technologies
market and some pressure on export
customers due to the Dollar’s strength
Latin Amenca started the year well but
sales declined in the second half year
with 2015 up 0 5% overall This remains

a patentially exciting region for growth

but the weak macroeconomic conditions
have resulted in us imiting further resource
investment in the short term

Adjusted profit

Adjusted operating profit rose 6 4% to
£264 2m {2014 £248 4m) On a constant
currency basis, adjusted operating profit
was up 6 8%

e
Adjusted operating profit (Em)

Adjusted operating profit

2015 2015 204

Reported Gonstant currancy Reported

£m €m £m

Personal Care 1245 1261 173
Life Sciences 76 2 76 3 647
Performance Technologies 568 565 638
Industnal Chemicals 67 64 26
Reported 264 2 265 3 248 4

Summary income statement

2015 2014

Em m
Sales 1,0817 1,046 6
Operating costs (817 5) {798 2)
Adjusted operating profit 264 2 248 4
Net interest costs (9 5) (13 0)
Adjusted pre-tax profit 2547 2354

performed well, delivering healthy
Increases to profit and return on sales
Performance Technologies profit reduced,
reflecting increased cost investment and
a downtum in the geotechnology market
Industnal Chemicals increased profit
from co-stream sales and tolling Incotec,
our recently acquired seed treatment
business, contributed an adjusted
operating profit of £0 7m from s first
month of trading within Croda

Net interest cost decreased to £9 5m
(2014 £13 0m) due to lower funding
costs, a reduced pension charge and
capitalised interest on construction

of the non-onic bio-surfactant plant
Adjusted pre-tax profit increased by

8 2% to £254 7m (2014 £235 4m) and
by 8 8% on a constant currency basis

The effective tax rate on this profit was
unchanged at 28 0% (2014 28 0%) with
the increased adjusted profit resulting
in anse in the tax charge of £5 4m

to £71 2m The tax rate 1s dnven by
the gecgraphic mix of profit and the
exposure to higher tax rates outside
the UK, where the statutory rate was
20 25% There are no other significant
adjustments between the Group’s
expected and reported tax charge
based on its accounting profit The
adjusted profit for the year was £183 5m
(P014 £169 6m) Adjusted eamings
per share (EPS} increased by 78% to
135 Op (2014 125 2p)

Croda International Pl
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IFRS profit

Adusted profit 1s stated before exceptional
items, acquisition costs and amortisation
of mtangible assets ansing on acquisition
The Board believes that the adjusted
presentation (and the columnar format
adopted for the Group Income statement}
assists shareholders in better understanding
the performance of the business andis
adopted on a consistent basis for each
half year and full year results

The total of exceptional tems, acguisition
costs and amortisation of iIntangible
assets ansing on acquisition totalled £2 4m
(2014 £6 Om) Acquisition costs were
£20m (2014 £0 2m) The amortisation of
intangible assets was £0 4m {2014 £0 3m}
There were no exceptional tems (2014

£5 5m) The profit for the year on an IFRS
basis was £181 1m {2014 £165 2m} and
basic EPS were 133 3p (2014 121 9p)

The acquisition of Incotec has provisionally
increased Intangible assets by £34 6m and
goodwill by £68 5m, which will Increase
the intangible amortisatton charge in
future years

Cash management

The Group remains a strong cash
generator This cash continues to be used
to invest In new technologes, expand
existing production capacity to meet
growing custormer demand and invest in
resources in the fastest growing regions

Adjusted earmings before interest, tax,
depreciation and amortisation (EBITDA)
increased to £302 3m (2014 £2851m)
Working capital was broadly unchanged,
a strong performance given the improved
sales, and represents 20 2% (2014 20 9%)
of sales

Gwen our strong marging and return

on invested capital (ROIC), we look for
opportunities to INvest organically to meet
customer demand Our capital investrment
programme between 2015 and 2017

IS set at an ncreased level to our typical

Croda International Ple
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IFRS profit 2015 2014

£m £m
Adjusted pre-tax profit 2547 2354
Exceptional items, acquisihion costs & intangibles (2 4) 60
Pre-tax profit 2523 2294
Tax {71 2) (64 2)
Profit after tax 1811 165 2

Cash flow

2015 2014
£m £m
Adjusted operating profit 264 2 248 4
Depreciation and amorhsation 381 367
EBITDA 3023 2851
Working capital 14 (12 3}
Net capital expenditure (911) 64 5}
Addiional pension contributions (18 5) (302
Interest & tax (73 8) (579
Free cash flow 1175 1202
Dividends {90 9) 881
Acquisitions (104 0) 19
Other (17) 82
Movement in net debt (791) 220

spend of 5% to 6% of sales This reflects
our investment N our non-ionic bio-
surfactant plant in North America, which
accounted for approxmately £30 Om of the
total of £81 1m invested in caprtal projects
(2014 total spend £64 5Sm) As part of

our regular programme, we invested in key
assets in Asia and Europe, completing our
expansion in Singapore, adding capacity
in India, bullding green energy and water
plants in the Netherlands, and expanding
in France and at our global Personal Care
laboratory in North Amernca We expect
our capital Investment programme to
revert to more typical levels from 2018
After-tax ROIC in 2015 increased to 21 4%
(2014 21 2%}, excluding the impact of

the Incotec acquisition {excluded since

it was owned for only one month of 2015)

We funded addiional pension contributions,
pnmarily to elminate the UK scheme deficit
This 15 the last of our scheduled deficit
payments, with the next tnennial review
due at September 2017 Our cash tax

pad increased to £66 8m (2014 £49 3m)

Free cash flow was once agan strong
at £117 5m (2014 £120 2m) Bwdend
payments increased by 3 2% and we
funded a net amount of £104 Om for the
acquisition of Incotec, moving Croda
nto one of the fastest growing niche
market segments in the crop industry
As a result, the movement in net

debt was an increase of £79 1m

(2014 £22 Om reduction}

Net debt increased (after currency
impacts) to £259 3m {2014 £180 2m)},
making leverage {net debt EBITDA on
a bank covenant test basis) 0 8 tmes
(2014 0 6x) Our balance sheet 15 robust,
with leverage substantially within the
maximum covenant level under the
Group's debt faciites of three tmes Our
£400m revolving credit facility matures
no earlier than 2020 Together with other
credit faciites, at 31 December 2015
the Group had £239 9m (2014 £317 4m)
of cash and undrawn committed

credit avallable




Dividends and capital

altocation policy

Croda seeks to deliver high quality eamings
{(measured through a high ROIC, well

N excess of its costs of capital), future
earnings growth and strong cash retums
The Board has adopted a clear capital
allocation policy

1. Reinvestment for growth —
as described above, we are investing
In capital projects to grow In our core
sectors, through product innovation,
global sector development and growth
In emerging markets, to deliver a
superior ROIC

2. Regular retums to shareholders - we
pay a regular dividend to shareholders,
representing 40% to 50% of adjusted
earnings over the business cycle,
increasing the proposed full year
dmdend for 2015 by 5 3%

3. Acquisition — we supplement our
organic growth by acquinng comparnies
with promusing technologies and in
markets adjacent to, and consistent
with, our current capabilities, adding
Incotec to our Crop Care business
in 2015

4. Balance sheet leverage and retum
of excess capital — we will mantain
an efficrient balance sheet, appropnate
to our investment requirements We
target a balance shest leverage of 110
15 times net debt EBITDA {excluding
deficits on retirement benefit schemes),
although we are prepared to move
outside this range if circumstances
warrant Below this leverage range, we

Retirement benefits

The after-tax deficit on retirement benefit
plans, measured on an accounting
valuation basis under |1AS 19, reduced
further in 2015 to £55 9m (2014 £95 4m),
due to a combination of a deficit funding
payment, lower inflation expectations
and an increase in the discount rate

It 1s the vanous schemes' actuarial
valuation reviews, rather than the
accounting basis, that determine any
cash defict payments The Group's largest
pension scheme 1s In the UK, where the
results of the last tnennial valuation showed
that, following the last deficit payment

in January 2015, the ongoing actuanal
valuation deficit had been eliminated

In addition, during 2015 we consulted
our UK scheme members on proposed
changes to the scheme, following which,
the scheme will change from a final salary
scheme to a career average revalued
eamings (CARE) defined benefit scheme,
annual pensionable earnings will be
capped at £65,000 and indexation of
pensions In payment will be based on CH,
rather than RPI, for service accrued from
Apnl 2016 This 1s expected to reduce
the future cost and risk attached to

the scheme

Jez Maiden
Group Finance Director
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will return excess capital to shareholders
when approprate Following the Incotec
acquisition, the leverage remains below L
thus policy 1night of this, and the ongoing
cash generation of Croda, the Board

15 proposing to retumn 100p per share
(£136m) to shareholders by way of

a special dwvidend with consolidation
The effect of this return of capital would
have been to increase the 2015 year
end leverage to around the mid-point
of the Board's target range

Croda international Plc 29
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Strategic Report

Sustainability
Our operations

Dnven by the fragile world global driver,
which encompasses climate change
and the increasing scarcity of natural
resources, we continually seek ways
to minimise any negative impacts of our
operations This includes our use of
natural resources, our impact on the
environment and the potential risks to
which cur employees and surrounding
communities could be exposed

This 15 achieved by continuous
improvement across all our manufactunng
sites and sales offices in the 36 countnes
in which we operate

As an ethical and responsible
business, our priority is to
contribute towards a safe
and sustainable future.

As a manufacturer, we

must focus on alleviating

the pressures on an
increasingly fragile world.

We do this becauss it 1s the nght thing
to do for us, for our customers and
for our local communities

We invest in greener
energy, reducing our
carbon emissions

24 2% of our energy was
generated from non-fossil
fuel sources

We are aware that
We must minmise
our use of scarce
natural resources

5 5% reduction in water
use smee 2010

We continue
to reduce our
land mpact

56 8% reduction in waste
to landfill since 2010

Process
safety is our
highest priorty

Training In Qur process
safaty management system
has taken place across all
levels of our Business

We work hard
to provide a safe
working ernvironment

0 26 was our lost tme injury rate
per 100,000 hours worked

Our sustainabilty programme focuses
three of its 10 Matenal Areas on Issues
relating directly to responsible business

— Minimise the iImpact
of our operations

conduct and operational excellence - Keep our manufacturing sites
We set ourselves Stretchlng targets to safe and lega"y compllant

encourage continuous improvement,

and our prionties are to - Empower employees to

have health and safety at the
forefront of their thinking

To find out more, read our
2015 Sustainability Report
www croda com/sustainability

Key Material Areas
Ervironmental A Process
Impact ‘_:__ Safety
Occupational

Health & Safety

Our operations

As an example of our continuing
commitment toward carbon reduction,
we have invested in multiple energy
efficiency and renewable energy
projecis across our manufactunng
and our sales offices, including

—> Steam feed from municipal Incinerator
at Chocques, France

Wind turbine at Hull, UK

Photovollaic solar panels at Edison
and Atlas Point, US

Thermal sclar panels at Thane, India

Ground source heating at our
Global Headquarters at Cowick, UK

Bio-fuel CHP af Leek, UK
Landfil gas CHP at Atlas Point, US
Ground source heating at Mevisa, Spain

Bio-gas system at Gouda,
the Netherlands

R X 2 2 T

Changes in GHG emussions (TeCO,¢)
relative to 2010 baseline year
(revised data)*

* Scope 1 emiss:ons are calcutated usng tha international
Energy Agency s published conversion factors for
the tonnerequrvalents of CO,. Scope 2 amussions aro
determined using the country emission factors for
alecincity genaration published by the International
Energy Agency Emissions from our eales offices and
distnbution centres are not matanal vy companson
to our manufacturing sites, so they are notinctuded

QOur total Scope 1 and Scope 2 GHG
ermissions are equated to 605 4 Te CO,e
per £1m EBITDA in 2015

80 Croda International Plc
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Qur Risks

Profecting value

The effective management of our nsks and opportunities, beth financial and non-financial, helps
io achieve our strategic objectives, protects our people, our local communities and our reputation,
and demonstrates good corporate govemance

For us a nsk is anything that might stop This enables us to regularly compare our Our nsk management programme can
us from meeting our business objectves bottom up and top down nisks to ensure only provide reasonable, not absolute,
and delivenng our strategy Throughregular  that we capture emerging nsks arising assurance that key risks are managed
review of risks, the Board ensures that our  throughout the Group at an acceptable level

nsk exposuré 1s matched to our strategy
Overall responsibility for the nsk framework
and defirition of nsk appetite rests with

the Board {p46}, but the management of
nsk using our common nsk framework

1s embedded in our manufacturing sites,
market sectors, sales offices and functions,
with all our employees having an important

Those nisks that pose the greatest threat to
our Busmness, our ‘key rnisks', are explaned
n more detail on pages 32 to 35 We face
other ngks and uncertainties that are
captured and considered through our nisk
review process, but these are currentty
assessed as lower risk, and so are not
included here, or are beyond the direct

role to play influence of the Group
Risk framework
What we monitor How we manage it
Qur nsk Risks that could affect cur Business, Board Audit Committee
landscape | customers, supply chamn and communities = Overall responsibility for the => Drects Internal Audit to
Current risks Emerging nsks nsk management framework undertake annual assurance L
Internal and extemnal nsks that are and definition of sk appetite reviews over controls for —
growing or those that have been => Receves a summary of all selected key risks and
identified as moving towards us key nsis with opportunity for in reviews the results (D50}
depth discussion of Indnadual
key nsks and miigating controls
twice a year (p42)
"
(s
°©
[=1
Risk Management Committee” SHEQ Steering Committee g
Our nsk =» Reviews key and emerging — Rewviaws safety, health,
categones Strategic People and process risks quarterly emronmental and qualtty
atego 9 P P =3 Recewves an In depth {SHEQ) nsks quarterly
presantaton on ona key nsk — Conswders the results
and its mitgating controls of assurance audits
External environment from the Execulive owner over SHEG controls
at each meeting —> Monitors defined and
IT systems agreed KPis
and secunty Financial —
N
A
What we Likelihood and impact Identity, own and manage risks
assess financal, operatonal or regulatory involved in day to day operations
Inherent risk
befora mitigating control activity is taken @
Residual nsk Market sectors and regions Functions g
after the effect of the mitigating control c
15 taken into account o
Manufactuning sites Sales offices
Executve Committee

Croda International Plc
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Key nsk Potential impact How we respond What we have
on our Business done in 2015
Revenue generation Fadure to follow our customers as Organising our sales, marketing and ~ Global structure supported

In established and
emerging markets

D@

Identification and
Integration of
acquisition targets

@)

Product and
technology
INnovation

@

Protect new
intellectual
property

@

32
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they move into emerging markets,
and increasing competition from
manstream and other chemical
companies looking to move into our
estabhished markets will adversely
impact delivery of our strategic
objective to deliver consistent

top and bottom ine growth

The Group has supplemented
growth through acgquisitions and
continues to pursue them to meet
its strategic objectives A fallure to
identify new busingss acquisitions
to extend our portfolio and to
integrate them effectively could
impact our abilty to grow

Innovation plays a cntical role across
our operations, it differentiates us
from the competition, protects sales
and improves our margns Failure
to drive NPP through inncvation

will impact directly on growth

Failure to protect our intellectual
property In both existing and
new markets could undermine
our competitve advantage

technical teams by global market
sector with a shared global strategy
enables them to buld market-
focused knowledge between
regions, so that we can better
support our customers through
local sales and R&D teams

Each global market sector has a
plan, which identfies potental new
strategic, technology and process
acquisition opportunites These
are moniored and challenged

by the President of Corporate
Development, who works with

the market sectors to dentify

and integrate the acquisitions

We have a Chief Technology Officer
at Board level drving our innovation
strategy As well as bulding on core
technologies, we have identified
developing key technology platforms
Iinked to cur mega trends that will
direct future innavation acquisiion
and development

Cur outstanding techrical
resources are fully integrated into
our global market sector leadership
teams to focus innavation on
customer reguirements We partner
with customers, urwersities and
developers of emerging technologies
and invest In external acquistions

to remain at the cutting edge

We have a speciaist Intellectual
Property (IF) team who participate
in the technical and business
planning and strategy meetings

to identify new products and
technologies that may require
protection They monitor our IP
and challenge infnngements
where necessary

improved relationships with
multinational customers and also
enabled more local relationships
with regional dynamos Growth
has returned in Europe m 2015

Developed an acquisition process
framework which includes clear
criteria for acquisitions and the
due dilgence process This was
presented to the Board

Following the acquisition of Incotec
in December 2015 {p05) a team
with representation from Croda
and Incotec 1s currently working
1o integrate the new business

Continued to expand our
innovation pipeline, supported
by higher proportion of cpen
innovation projects Developed
aur Omega 3 APl platform to
dehver improved heart health

Global market sectors encouraged
shanng of innovation across
manufactunng platforms

Acquired Incotec which will bnng
a naw innovation platform to
the Group

Filed patents in a number

of areas, including In relation
to innovation in polymer
additve amides




Key risk

Potential impact
on our Business

Key

-

@ Risk increase

(@) wwomen

@ No change

Sustanability

@ Risk dacrease

How we respond

What we have
done 1n 2015

Product lability clams

@

Major safety or
environmental
INCicdlent

@

Employee recrutment,
retentton and
SUCCESSION planning

@

We sell into a number of highly
regulated markets Non-compliance
with quality regulations could exposa
us to llabilty and reputational
damage especially in the ight of

our commitment to sustamability

We rely on the continued operation
of our manufacturing sites around
the world

A major event causing loss of
production, or violating safety,
health or environmental regulations
could irmit our operations and
expose the Group to lability,

cost and reputational damage,
especially in the hght of our
commitment to sustainabulity

and customer service

The wision and expenence of

our knowledgeable and specialist
employees Is cntical to maintaining
the Group's success Inability

to recruit and retain appropraiely
skilled people could adversely
impact our abdity to deliver our
strategic prionties

If these indnaduals were to leave,
it would take time to replace
them # no succession plans were
In place

Qur sites are certified to demanding
quality standards which are hughly
valued by our customers Compliance
with these 15 audited both externally
and through our audt programme
carried out by our specalist

Head of Global Quality Assurance
We work proactvely wath relevant
trade associations to shape

future regulation

Qur specialist SHEQ (Safety, Health,
Ervironment and Quality} steenng
Committee sets stretching targets
(above and beyond basic regulatory
requirements) and meets quarterty
to review progress agamnst these
targets, see page 56

Our global network of process
safety engineers and SHE specialists
located at each site use policies and
procedures defined in the Group
SHE manuai to ensure compliance

Assurance over operation of controls

1s provided by the dedicated Group
SHE internal audi team, whilst
external audits assess compliance
with OHSAS 18001 and ISO 14001
certffications

We have business continuity plans
in place for each site and a Group
cnsis management plan which is
tested at least annually

Reward programmes, a strong
development culture and excellent
learming opporturaties support
the retention and career
deveiopment of the high quality
teams we need Global graduate
and management development
programmes include stretching
and tigh profile assignments
and nurture internal talent

Annual global talent review process
supports review of resources and
succession plans for citical roles,
with actions monitored by the
Executive and the Board

Annual Report and Accounts 2015

Camed out quarterly review
against quality targets at the
SHEQ Commuttee, see page 56
Developed the Group Quality
manual, which defines global
standards, controls and KPIs
Compliance assured by spectalist
audits delivered in house, and sites
have also obtasned increased levels
of external quality certifications

Tallored our Group SHE internal
audit programme to perform a
‘deep dive’ Into key topic areas
identified as requinng iImprovement

Seven of cur employees ganed
a postgraduate certificate i
leading Process Hazard Studies,
from the University of Derby

The Executive has focused on
developing a pecple strategy
for each of our market sectors
which fully supports and aligns
with the business strategy

to ensure that our current
hugh retention rates continue
Importantly, delivery of the
strategy will ensure that the
pipeline of talent will continue
to be filled

Succession plan review by
the Board in November 2015

Croda International Plc
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Strategic Report | Our Risks

Key risk Potential impact How we respond What we have
on our Business done i 2015
Global raw Aninterruption in the supply Professional purchasing teams Completed a nsk assessment

material shortage

@

Major capital
project management

Chernical regulatory
compliance

@

Security of networks,
IT applications,
business Information,
and corporate
knowledge

@
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of key raw matenals would
significantty affect our operations
and financial posiion Such a
disruption could anse from market
shortages or from more nigorous
legislation, for example refating to
the transport of hazardous goods

Current major strategic capital
expenditure programmes
require closely controlled project
management to deliver on time

As a global chemical producer,
we operate in highly regulated
markets, which are subject

to regular change Viclation,
incomplete knowledge or change,
of the approprtate regulations
could bmit the markets into which
we can sell, or expose the Group
to fines or penalties

We rely heavily on [T systems for
effective and effictent operations
and fo commurecate globally As
the nsk of cyber attack continues
to Increase, we must protect all
our business assets, whether
knowledge or system based

As we expand our use of
mobile technology and move
into emerging markets, which
are potentally subject to higher
nsk, there 1s a greater chance
of losing electronically stored
business information

based in our regions monitor
supply to identfy potential future
shortages We look to develop
good relationships with our supplers
and to agree long term contracts
To protect supply, we am to scurce
from multiple suppliers Where this
15 not possible, we buld up our
own inventones

Specalist project management
teams are formed for all major
capital expenditure programmes
with steering groups chaired by
Executive level Directors

Regulatory expertise 1s prowided
by our global in house team of
techrucal and requlatory speciahsts,
with in depth knowledge of the
regional and market regulatory
frameworks within which we
operate They are an integra! part
of our new product development
process

We use the SAP EHS module to
ensure that regulatory changes
are applied o existing products

Our Information Secunty specialist
monitors our IT services and network,
and oversees PC protection, in

ine with our established pobcies
and processes Regular penetration
testing 1s undertaken and actions
followed up We recognise that
corporate knowtedge 15 a valuable
asset whelher held electrorucally

or not

We run our key systems with full
paralle! processing with regular
fallover testing Intemnal audit reviews
and reports to the Audit Committee
on the operation of system controls

of a key single sourced raw
matenal globally and implemented
appropnate controls to minimise
nsk

Large strategic capital projects
{such as the non-ionic bio-
surfactants plant in North Amenca)
progressed according to plan
dunng 2015

Rolled out SAP EMS to four
additional sites and extended
volume tracking solution beyond
Europe to meet other local
regulation requirements

Obtained 1SO 27001 certficaton
for key systems and locations,
and are currently reviewing the
appropnate systems for the
naxt phase of certification

Updated employee traintng
programmes on information
secunty

Presented to the Board on
cyber secunty nsk and controls




Key

Growth
women
@ Sustainability

@ Risk increase
@ No change
@ Risk decrease

u

Key nsk Potential impact How we respond What we have g

on our Business done in 2015 ‘_ﬁ

=x

T

Bnbery Act breach We are subject to UK legislation We have training and education Refresher traruing delivered 8
by us or our agents and the Bribery Acts far reaching programmes that are rolled globally to relevant employees

in terms of global scope out globally and that all relevant dunng 2015

and distributors employees are required 1o

complete Refresher traning
15 required periodically

Considered compliance I
nternal audit site reviews

Completion of gift registers i1s
a requirement for gifts given
and received

®

Ineffective The Group maintains an open The pension fund investment Actuarnal valuation deficit

defined benefit pension scheme, strategy, developed by the ebminated in UK pension scheme
management of which constitutes a higher nsk Investment sub-commuttee of UK pension consultation and
pension fund than a defined contnbution the Trustee Board, I1s appropriate

restructuring of the final salary
pension scheme to a career
average revalued eamings (CARE)
defined benefit scheme for
service accrued from Apnt 20186,
see page 29

scheme A change in markst
conditions could increase
future funding requirements
and may adversely affect
our financial posthon

and delivered with the support

of professional advisors Traned
pension fund Trustee Directors take
professional advice and monitor
and review arrangements guarterty
The Company maintains close
dialogue with the Trustee Board

O

Long term viability statement
Dunng the year the Directors have carned
out a robust assessment of the pnncipal
nsks facing the Company, including

those that would threaten the Company’s
business model, future performance,
scivency or liguidity These rnisks and how
they are managed and mitigated are
descnbed above Taking account of these
principal nsks and the current position of
the Company, the Directors have assessed
the prospects of the Company and have

a reasonable expectation that it will be
able to continue In operation and mest

its habilites as they fall due over the next
three years

In assessing the prospects of the Company
and determirung the three year assessment
percd, the Directors took account of

= the Company’s financial and strategic
planning time honzons, which cover
a three year penod,

-» the strong nnovation pipeline, which
supports the Company's business
through protection of sales and
margins, differenbates it from
competitors and provides bamers
o entry,

- the diversification of the Company's
products, operations and customer
base, which reduces exposure
to geographical and sector markets
as well as large customerfroduct
combinations, and

- the Company's strong cash generation
and its ability to renew and raise
faciibes in most market conditions

The Company's financial and strategic
plans consider key financial metrics over
the penod tc which they relate These
metrics are subjact to a sensitivity analysis
which involves varying a number of main
assumptions underlying the forecasts, and
evaluating the potential monetary impact of
severe but plausible ngk combinations and
the Iikely degree of effectiveness of mitigating
actions available to the Company over the
three year penod if such nsks did anse

Steve Foots
Group Chief Executive

Signed on behalf of the Board who approved the Strategic Report on 23 February 2016
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Directors’ Report

Qur Board

A strong leadership tfeam

1. Anita Frew
Chairman

2. Steve Foots
Group Chief Executve

3. Jez Maiden
Group Finance Director

Appoaintment: Apponted to the Board
in March 2015 and Charman since
September 2015

Key strengths and expenence
Extensive board, leadership and
international experience, together with a
broad knowledge of strategic management
across a range of sectors including
specialty chemicals Anita was Chamman
of Vitrex Plc until 2014 and Senicr
independent Director of Aberdeen Asset
Management Plc and IMI Pic She has held
executive director roles at Abbott Mead
Vickers Plc and WPP Group Plc, as well
as vanous investment and marketing
roles at Scottish Provident Institute and
The Royal Bank of Scotland Plc

External appointments: Anita 1s
Deputy Chairman of Lioyds Banking
Group Plc and a Non-Executive Director
of BHP Biliton Plc and BHP Biliton Limited

[N][rw]
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Appointment: Appointed to the Board
in July 2010 and Group Chief Executive
since the beginning of 2012

Key strengths and expenence.
Strong business, operational and
strategic ieadership, and wide-ranging
sales and marksting expenence Steve
joined Croda as a graduate tramnee in
1990 and has held a number of senior
management positions in the Group,
becoming President of Croda Europe
in July 2010 Prior to this, Steve held

a number of Managing Director roles
across Croda's European busness

External appomtments:
Member of the Chermical Growth
Partnership (CGP) and Chairman
of CGP’s Skill Group

[EJE](N][R][sHEC]

Appointment Appointed to the Board
as Group Finance Director in January 2015

Key strengths and experience:
Extensive expenence in financial
management, and acquisitions and
disposals, and a wealth of experence
working in the speciality chemical sector
Jez was Group Finance Director at
National Express Group Plc from 2008
to 2014 Pror to that, he was Group
Finance Director at Northern Foods Plc
and he has been Chief Financial Officer

at Bntish Vita Plc as weli as Group Finance
Director at Hickson Intemational Ple,
both listed speciality chemical companies
Former Chaiman of the Audit Committee
and Senior Independent Director of
Synthomer Plc Jez 15 a fellow of the CIMA

[RI(E](F1fskea]




Key

{0 Chairman of the Commuttes

N | Nomination Committee

E | Group Executive Committee

RM | Remuneration Committee

F | Group Finance Commuttes

{0 Member of the Commtea

A | Audit Commitiee

SHEQ | Group SHEQ Committee

0 Sacretary of the Commitiae

R | Risk Management Commitiee

4, Alan Ferguson
Non-Executive Drector

5. Helena Ganczakowski
Non-Executive Director

Appointment: Appointed to the Board
n July 2011

Key strengths and expenence:
Extensive international financial
management and board expenence Alan
was Chief Financial Officer and a Director
of Lonmin Plc untd December 2010 Prior
to that he was Group Finance Director of
The BOC Group until 2006 Before then
he spent 22 years in a vanety of roles at
Inchcape Pic, Including six years as Group
Finance Director from 1999 Alanisa
Chartered Accountant

External appointments. Alan s Senicr
Independent Director of Johnson Matthey
Plc and Non-Executive Director of The Weir
Group Plc He charrs the Audit Committees
at both of these companies Alan s also the
Senior Independent Director of Marshall
Motor Hoidings Plc, an AlM listed company,
where he charrs the Audit Commuittee

Alan sits on the Business Policy Committee
of the Institute of Chartered Accountants

of Scotland

[A][rM][N]

7. Nigel Turmer
Non-Executive Director
{Senior Indegendent Director)

Appointment. Appointed to the Board
N June 2008 and Senior Independent
Director since August 2011

Key strengths and expenience’ Broad
City expenence having spent over 35 years
as a corporate financier Nigel was the
Chairman of Numis Secunties Lid and
Deputy Chairman of Numis Corporation
Plc from 2005 untd his retrement 1n 2007
From 2000 until 2005 he was with ABN
AMRO with responsibility for the Global
Comporate Finance and Global Equities
Dwisions Between 1985 and 2000

he was with Lazard Brothers where he
was Managing Director and a member
of the Superviscry Board

External appointments Senior
Independent Director of Genus Plc
since 2008

[A][amIN]

Appointment Appointed to the Board
in February 2014

Key strengths and experience-
Wealth of experience in consumer
marketing and innovative product
development Helena worked for Unilever
for 23 years and held senior positions In
brand management, consumer marketing
and strategy development Helena has

a PhD in Engneenng from the Unversity
of Cambridge

External appointments: Helena is

a Non-Executive Director of Greggs Plc
and Peaple Aganst Dirty She runs a
consulting business working with a range
of organisations, helping them to develop
and mplement strategies

[a)(Bm][n]

8. Steve Willams
Non-Executive Director

Appointment: Appointed to the Board
in July 2010

Key strengths and expernence.
Extensive industry, legal and board
expenence Steve was General Counsel
and Chief Legal Officer of Untever plc
and Unilever NV from 1886 until 2010
From 2004 untd 2010 he was Senior
Independent Director of Ammva Ple From
1995 until 2004 he was a Non-Executive
Director of Bunzl Pic

External appointments: Steve Is

a Non-Executive Director of Whitbread
PLC where he Is also Chairman of the
Remuneration Committee In addition,
Steve 15 a Non-Executive Director of
Eversheds LLLP and a senior adwviser to
Spencer Stuart LLP He 1s Chairman of
the De La Warr Pavillon Chantable Trust
and a member of the Board of Leverhuime
Trust and Moorfields NHS Trust

(Rm][a][n]

6. Kerth Layden
Chief Technology Officer and President
Life Sciences

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

Key strengths and expenence:

Deep understanding of chermical mnovation
and broad operational and management
expenence Keith joned Croda in 1984
and 1s responsible for global R&D and 1s
President Lile Scences Until January 2016
he was responsible for the Technology
Investment Group

External appointments Keith
represents Croda as a member of the
adwvisory board for chemistry at the
Universities of Nottingham and York He
15 a Representative of the Learning and
Teaching Committee, Careers Advisory
Board and Alumni Board at the University
of Sheffield Keith s a Fellow of the Royal
Society of Chemistry and a Trustee and
member of Gouncil at the Royal Society
of Chemistry

{rI[e](F](shea]

. ______________________________|]
9. Tom Brophy

Group General Counsel
& Company Secretary

Appommtment: Appointed as Secretary
to the Board in December 2012

Key strengths and expenence.

Tom Is a solicitor and has responsibiity
for legal affars, corporate governance,
insurance and human resources Pror
to joining Croda, Tom spent seven years
at Wolseley Plc in a number of legal and
govermance roles, Including as Deputy
General Counsel and Company Secretary
Before then he worked as a corporate
lawyer at City law firm Hogan Lovells

[a][rm][NI[r][E][sHEQ]
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Directors' Report

Corporate Governance

Chairman's Letter

(&)

Good governance 1S not

Anita Frew
Charman

Jjust about compliance with
rules and regulations; it 1s
about cutture, behaviours
and how we do business”

Leadership 40
Effectveness 43
Accountability 46
Relations with sharehclders 47
Audit Committee 49
Nomnation Commitiee 54
Other Committees 56
Remuneration Report 57
Other Disclosures 75
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Dear fellow shareholder,

An effective govemance framework

1Is embedded in our orgarusation, which
1S vita] to ensunng that Croda remains
successful and sustamable Your Board
Is committed to high standards of
corporate governance and to complying
with the provisions of the UK Corporate
Govemance Code {the Code) However,
good governance 1s not just about
compliance with rules and regulations,

it 1s about culture, behaviours and how
we do business, and the Board has a
vital role to play by ensuring that it sets
the tone for the rest of the organisation

The Board 1s accountable to Croda’s
shareholders for good governance and
this report, together with the Directors’
Remuneration Report set out on pages
57 to 74, descnbes how the Code’s

main principles of governance have been
applied by the Company This report also
includes several case studies that give a
practical insight into how our governance
framework underping and supports our
Business and the decisions we make
every day | am pleased to report that,
except n the area of Non-Executive
Director meetings with investors,

the Company has complied with the
Code for the penod under review

Leadership

After ten years as Croda's Chairman,
Martin Flower retired from the Board

in September 2015 | succeeded Martin
as Charrman, having joined the Board in
March 2015 The Board and Nomination
Commuitee took a great deal of time on
the search for a new Chairman, detads
of which can be found on page 55 | will
cantinue to encourage the openness and
frankness in Board meetings that Martin
fostered as Chairman, as well as ensuring
that the Board allocates sufficient tme
for focus on cntical strategic 1ssues

The relationship betweean the Chairman
and the CEOQ 1s a cornerstone of good
govemance and even in this early penod
of my Charrmanship | have established
a positive and constructive working
relationship with Steve Foots

As reported in last year's annual report,
Jez Maiden was appointed to the Board
in January 2015 as Group Finance Director
Jez has already introduced significant
changes to the management reporting that
has enhanced the Board's effectiveness
In its role N monitoring the Group’s
operational and financial performance
aganst agreed objectives

Effectiveness

The actions agreed following the externally
faciitated 2014 Board effectveness review
have progressed well In 2015 the Board
and Committee review was conducted
using an online questionnaire, designed
by Lintsock with input from myself and
the Company Secretary The evaluation
was once agan positive, with some
minor areas for improvement identified
and agreed Further detalls can be

found on page 43

The Board 1s committed to greater diversity
within our Business A broader range

of 1deas, skills, knowledge, experence
and ethnicity, and more balanced gender
representation throughout our arganisation,
15 Important to our continuing long term
success Our Board diversity policy includes
a commitment to at least mamntaning the
level of female representation on the Board
i1 the mediun term With my appointment
as Charman to the Board, 25% of the
members of the Board are temale The
Board will continue to review its diversity
policy and future objectives A copy of

the policy 1s avallable at www.croda.com




Accountability

2014 saw the introduction of a new
version of the Code, which applies to
Croda's 2015 reporting year The Board
spent a considerable amount of time
discussing the changes, notably in the
areas of nsk assessment, monitonng nsk
management and intemal control systems
{including determining what constitutes
a significant control faling), and assessing
the fong term prospects of the Company
In each of these areas the Board looked
at what changes (if any) were necessary
to our existing approach, as well as
definmg the role/responsibilities of the
Board and the Audit Committee Further
details can be found on pages 35 and
48 The Remuneration Report on page
57 also sets out the considerations
made in relation to changes to those
aspects of the Code relating

to remuneration

Relations with shareholders

As Chairman, | am responsible for effective
communication with shareholders and for
ensuring that the Board understands the
views of magor shareholders In my first few
months as Chairman | met with several
shareholders as well as speaking with
many shareholders at our Annual General
Meeting Qur shareholders support our
strategy and are happy with our approach

to corporate governance and remuneration

Looking ahead to 2016
Duning the year the Board will

=» Continue to focus on long term
strategy and strategic M&A

— Continue to concentrate
on nsks that could matenally
impact the Group's strategy
and long term wiability

-» Think about the optimum balance
and composttion of the Board
to support the growth and
development of the business

—» Ensure that the Board are
regularty exposed to the global
nature of our Business, ncluding
overseas site visits and meetings

Anita Frew
Charman

Croda International Plc
Annua! Report and Accounts 2015
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Directors' Report | Corporate Governance

A strong framework

LLeadership

Role and operation of the Board
The Board has ultimate responsibility
for the overall leadership of the Group
I this role it oversees the development
of a clear Group strategy, menitors
operational and financial performance
against agreed goals and objectives,
and ensures that appropriate controls
and systems exist to manage nsk

Specific Board matters

The matters reserved for the Board
fall into four broad areas

1 Matters required by law to
be reserved for the Board's
decision, such as approving the
Annual Report and Accounts,
appointing new Directors, and
declanng dwvidends

2 Therequrrements of the
UK Listing, Prospectus and
Disclosure and Transparency
Rules, such as approving
circutars to shareholders and
other significant communications

3. UK Corporate Governance
Code recommendations, such
as ensunng the Company has
a sound system of internal
control and risk management,
and approving the Board's and
Committees’ terms of reference

4. Other matters such as approval
of the Group’s strategy and budget,
matenal corporate transactions
and capital expenditure

The full schedule of matters reserved
for the Board can be found at
www croda com

Membership of the Board and
attendance (ehgibility) at Board
meetings held dunng the year
ended 31 December 2015

Anita Frew (Chairman)’ 6(6)
Sean Christie? 1)
Alan Ferguson 8(8)
Martin Flower? 6{6)
Steve Foots 8(8
Helena Ganczakowski 8(8)
Kesth Layden 8(8)
Jez Maiden* 8(8)
Nigel Turner 3(8)
Steve Wilkams5 7 (8)

1 Anita Frew was appointied as a Non Executive
Birector on 5 March 2015 and became Chairman
on 19 Septernber 2015

2 Sean Chnshe stepped down from the Board
on 22 January 2015

3 Martin Flower retired from the Board on
19 Septamber 2015

4 Jaz Maiden was appointed as an Executive
Birector en 1 January 2015

5 Stave Willams was unabla to attend the July Board
meating dus to famdy commitments He passed his
comments on the agenda items and Board papers
to the Chairman in advance of the meeting

Croda International Plc
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At the date of this report, the Board
comprises eight Directors the
Chairman, the Group Chief Executive,
the Group Finance Director, the Chief
Technology Officer, and four independent
Non-Executive Directors The small
size of our Board allows tme for full
discussicn and debate of terns, and
enables all Directors' views to be heard
The Non-Executive Directors have

a broad range of business, financia
and international skills and experence,
which provides appropriate balance
and diversity within the Board
Biographical notes appear on

pages 36 and 37

With support from the Company
Secretary, the Charman sets the annual
Board agenda programme and Board
meeting agendas, and determines
the number of meetings to be held
durnng the year She ensures enough
time 1s devoted, dunng meetings and
throughout the year, to discussing

all matenal matters, including strategic,
financial, operational, business, nsk,
HR and governance 1ssues




Governance structure

The Board has three main Commitiees
the Audit Committee, the Remuneration
Committee, and the Nomination Commiitee
The terms of reference for each Beard
Committee can be found at

www croda com

The day-to-day operational management

of the Business 1s delegated by the Board to
the Group Chief Executive, who uses several
Committees to assist hm in this task the
Group Executive Committee, the Group Finance
Committee, the Risk Management Committee,
the Group SHEQ Stesnng Committee, and

the Routine Business Committee For further
information on each of these Committees

see page 56

The Board

Audit Committee

Chaired by Alan Ferguson
Monitors the integnty of the Group's
financial staterments/announcements, the
effectiveness of internal controls and nsk
management as welt as managing the
exlernal auditor relationship For more
information see pages 49 to 53

Remuneration Committee

Chaired by Steve Wilhams
Approves the Company's remuneration
palicy and framework and determines the
remuneration packages for members of
sentor management For more information
see pages 57 to 74

N Nomination Committee

omination Audit Remuneration Group Chiet

Committee Committee Committee Executive Chaired by Anita Frew
Rewviews the structure, size and composition
of the Board and its Committees, wentfies
and nominates suitable candidates for

EGroup FGr::bup Grts:iup SHEQ M Risk BRoutme appointment to the Board, and has
xecutive Inance teering anagement usiness lity |
Committee Committee Committee Committee Committee g";prigf;b;%":aiz?:::g;gz:nsrlng
and 55
__ -
Board roles Group Chief Executive Independent

The roles cf the Charman and
Group Chief Executive are separate
and clearly defined, with the dwision
of responsibiliics set cut In wnting
and agreed by the Board

Chairman

The Charrman leads the Board and 15
responsible for promoting open and effective
communication between the Executive and
Non-Executive Directors, and for creating
an environment at Board mestings in which
all Directors contribute to discussions and
feel comfortable in engaging in healthy
debate and constructive challenge

The Chairman leads the annual Board
effectiveness review process and ensures
that all new Directors have an appropriately
talored induction process She 1s responsible
for effectve commurucation with shareholders
and for ensunng the Board understands the
views of major shareholders The Chawrman
also ensures that the Group complies with
good practce in corporate governance,
ethical, ermronmental and human resources
matters, and upholds high standards of
integrity and probity

The Group Chief Executive has day-to-day
responsibility for the effective management

of the Group’s Business and for ensunng that
Board decisions are mplemented He plays

a key role in dewising and reviewing Group
strategies for discussion and approval by the
Board The Group Chief Executive i1s tasked
with prowiding regular reports to the Board on all
matters of significance relating to the Group’'s
Business, or reputation, to ensure that the
Board has accurate, tmely and clear nformation
on all matters on which a Board decision 1s
required He also promotes the Company's
culture and standards

The Chairman and Group Chief Executive llaise
closely and have frequent meetings, face-to-face
or by telephone, i which the Chairman 1s kept
appraised of significant developments between
Board meetings This ensures any areas of
potential conflict between the Executive and
Non-Executive Directors are minimised

Senior Independent Director

The Senor Independent Director provides a
sounding board for the Chaimman and acts as
an intermedrary for the Non-Executive Directors,
where necessary He s avallable to shareholders
where communication through the Charman

or Executive Directors has not been successiul
or where it may not seem appropriate The
Sentor Independent Director 1s responsible for
leading the Non-Executive Directors in appraising
the performancs of the Charman and in their
discussions of her term of appointment and fees

Non-Executive Directors

The independent Non-Executive Directors’
role 15 central to an effective and accountable
Board structure They constructively challenge
the Executive Drrectors and scrutinise the
performance of management m meeting
agreed goals and objectives They help
develop and monrtor the delivery of the
strategy within the nsk and control framework
set by the Board They determine appropriate
levels of remuneration for Executive Directors
and have a pnme role In appointing and,
where necessary, removing, Executive
Directors, and In succession planning

Group General Counsel
and Company Secretary

The Group General Counsel and Company
Secrelary is secretary to the Board and its
commitiees He ensures Board procedures
are compled with and advises on regulatory
comphance and corporate governance

In addon he develops Board and
Committee agendas and collates and
distnbutes meeting papers He facilitates
induction programmes and provides
bnefings on governance, legal and
regulatory matters
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The Board's 2015 activities and prionties

The Board has an agenda programme that ensures strategic, operational, business, financial,
HR and corporate governance items are discussed at the appropnate time al Board meetings
The Board agenda has strong Iinks to the strategic objectives for the Business Key highlights

Strategy

Delivering consistent top
and bottom line growth

— Coatings & Polymers, Health Care
and EEMEA business reviews
Adjacent market opporturties
Multinational customers

Product manufacturing strategies

il

Vanous acquisition opportunities
and pipebne, including acquisition
of Incotec

People

- Talent review and succession planning
= Appointment of a new Charrman

- Changes to the UK Pension scheme
= The Croda culture

of the Board's 2015 actmvities and pnonties are set out below

Accelerating innovation

of sales that are protected

= Product mnovation programmes

and technology platiorms
=» Technology led acquisitions

- New and Protected Products pipeline

—2 Innovation and R&D metncs
= Open innovation

Board activity
in 2015

Governance

and reporting

~» Review of Annual Report and Accounts
and other financial statements

Board evaluation and effectveness

Changes to the Corporate
Governance Code

Cefence strategy

Ll

A

Investor relations review

and increasing the proportion

Investing in
sustainability

— Safety, health,
enwvironment and quahty

—» Suslanatiity strategy
and targets

= Chief Executive and
senior management
SUCCESSION

+

Financial, risk
and performance
management

— Capital expenditure approvals
— Capital allocation policy

- The Group's budget, forecasts and
key performance targets and indicators

- Dmvidends approvals

—> Cyber secunty and acquisition
nsk reviews

—2 Ant-bnbery and corruption risk review
~>» Long term viability

42
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Outside the boardroom

In addition to formal Board meetings,

In 2015, the Directors attended offsite
meetings to review the Group's strategy
and were present at the AGM They also
met with the Company’s financial and
publc relations adwvisers to discuss the
feedback from investors and analysts on
the Group’s annual results The Charrman
and Non-Executive Directors met together
without the Executive Directors present

The Chanman spends a considerable amount
of time meeting with Steve Foots and the
senior management team at the Company's
head office This ensures that she 1s kept
appraised of significant developments in
the Company between Board mestings

During the year, each Non-Executive
Director considered in detall a key strategic
objective of the Business In June 2015,
Alan Ferguson and Nigel Turner had an
in-depth session with a diverse team

af Croda employees to discuss open
innovation The discussion was facilitated
by Keith Layden and covered a wide
range of areas including innovation in
R&D, operations, sales and finance

In July 2015, Steve Willams and Helena
Ganczakowskl met with members of
the Personal Care management team to
discuss Croda’s relationship with some
of its biggest multinational customers
Both Steve and Helena were able to pass
on therr valuable insights given therr
experience and backgrounds

All Directors are invoived in the Group's
Leadership Development Programme
This involves attending vanous sessions,
and includes discussions on business
strategy and leadership chaired by

a Director, as well as interacting with
employee course members in team
bullding sessions or at dinners

As In previous years, members of the
Executive Comraittee and other senior
managers from across Croda attended
Board dinners where the Board discussed
topics relevant to the Business and its
strategy In addition, dunng the Board's visit
to our operations in France, the Directors
met informally with many of the Group’s
employees These interactions enhance
the Board's understanding of the Business
and allow Directors to spend time with the
Group's senior managers and potential
future leaders

Effectiveness

The Nomunation Commuittee

The Nomination Committee report I1s set
out on page 54 The report descnbes the
membership of the Nominaticn Committee,
its responsibilities, its main activities in
2015 and its pronties for 2016

Board evaluation

The Board undertakes a formal review of
its performance and that of ts Committees
each year In 2014, we commissioned an
externally facilitated review, conducted by
Sheena Crane, an expenenced consultant
with no other connechion to the Group
Although an externally facilitated review
was not required by the Code until 2015,
the Board considered that external input
would be valuable Sheena Crane
conducted the 2012 Board review and

the 2014 review built upon her findings

mn 2012, as well as the output from the
internally faciitated 2013 review The key
actions and progress in meeting them

are summansed below

Review/monrtor effectiveness of the
new global organisational structure

)

Continued focus on succession
planning of sersor Executive roles

@

Greater focus at Board level on
key customers

&

(¥) Completed (@) Ongoing

During 2015, the Board review was
conducted using an online questonnaire
talored to Croda’s activities and current
concems Separate questionnaires were
also used for the Audit, Remuneration
and Nominaton Committees A report
was prepared based on the completed
questionnaires, which facilitated an
evaluation of the effectiveness of the Board
and ts Committees and the support and
information receved from management
and advisers The results were discussed
in detall by the Board and areas for focus
and improvements were identified

and agreed The Charman fed back

on a one-to-one basis to each of the
Non-Executive Directors and the Group
Chief Executive, and the results of the
evaluation were discussed with the
Nomination Committee

The review concluded that

= The relationships between indwvdual
members of the Board is very strong,
as Is the relationship between the
Board and the Group Chief Executive
and the Board and senior management

-> The level of the Board's focus on nsk s
appropnate and the Board 1s effective
in considenng nsk when making
strategic and operational decisions

= The Board's involvement In succession
and development plans for senior
management was positively rated

—> The Board has an appropnate level
of nvelvement in determining the
strategic direction of the Group

= The Board will continue to think
carefully about its optmum balance
and composition to support the
growth and development of
the Business

The Board’s pnonties for 2016 are set
out on page 39
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Board re-election

The Board contains a broad range

of skills and expenence from different
industnes and advisory roles, and
from international markets

These skills support the strategic aims
of the Company Following indwidual
performance assessments, the Board
is satisfied that each Director continues
to perform effectively, allocates sufficient
tme for ther duties, and remains fully
committed to therr role in the Company
All Directors will stand for re-election

at the 2016 AGM Full biographies for
the Directors can be found on pages
36 and 37

Directors’ induction

On joning Croda, Directors recens

a tallored induction programme

New Directors need to quickly absorb
a great deal about a business If they
are to fulfil therr roles effectively from
the start QOur tailored inductions offer
a swift and thorough way 1o help new
Directors understand Croda's business,
markets and relationships and to
establish a ink with employees

Anita Frew 1s currently undergoing her
induction following her appomntment to
the Board on 5 March 2015 Detalls of
our approach to Anita’s induction can
be found in the case study below

Anrta's induction

Anita joined the Board in March 2015 and
had a six month penod before becoming
Chairman in September 2015 Dunng this
time she was able to focus on ganing a
thorough understanding of Croda's business,
meeting Croda employees across all regions
in which we operate including the US,
Europe and Asia

As part of her nduction, Anita spent a week
at our gperatrons n Singapore to gan an
understanding of our raptdly growing Asian
regon Hosted by our Asia Pacific President,
Nick Challoner, and typical of her meetings
across our other regions, Anita spent time
getting to know the Asian leadership team
and discussing a wide range of topics,
including the local organisation structure,
growth plans, strategic pronties, nigks and
the competitive landscape She spent time
In our Singapore laboratories with the R&D
teams, where she gained an nsight into
the technology platforms and chemistnes,
as well as our product development pipeline

A visit to our manufactuning site in Singapore
enabled Anita to explore Croda's complex
manufactunng processes and our approach
to process safety and behavioural safety
She was able to discuss the site's
challenging sustainability targets and find
out about quality and regulatory 1ssues

Anita spent time with the Asia sales and
marketing teams discussing how we
engage with our custorners n the region
to understand their current needs and
anticipating ther future goals

Importantly, Anita was given lots

of opportunities to simply spend tme
engaging with and talking to a wide vanety
of employees across all functions and
senionties This included time at dnners
and social evenis Through these interactions
Anita gained an insight into the Croda culture
and our values that are a key differentiator
between us and our compeltors
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In planning an induction we take the
followang steps

Bespoke
programme

Qur Company Secretary
discusses how the
programme should

be talored to meet a

Orrector's needs

Vaned delivery

We use diverse formats to
communicate information
These include iPad reading
matenals, meetings with
employees and fellow
Directors, briefings and
traiming from external
advisers and site visits

Length

Conscious of a Drrector’s
other commitments and
not wanting to overload thern

with too much information
n too short a time,
we deliver the induchion
over the full Board cycle
of 12 months

Review

The Company Secretary
and the Director have regular
reviews, with input from
the Chairman, to agree what
extra insights the induction
needs to deliver




Board support

Each Director has access to the advice
and services of the Company Secretary
Where necessary, the Directors may
take independent professional advice
at the Company's expense

Trarung and brefings are available to all
Directors taking into account ther existing
expertence, qualfications and skills

In erder to bulld and increase the Non-
Exscutive Directors’ familianty with, and
understanding of, the Group's pecple,
businesses and markets, senior managers
regularly make presentations at Board
meetings The Board also receves regular
bnefings from the Company Secretary
on governance, legal and regulatory
matters, and additional brefings from
the Company's professional advisers

Before each Board meeting, the Company
Secretary makes sure that the meeting
papers and other Information are delivered
electronically via a secure, IPad-accessible
web portal This helps to ensure that each
Director has the tme and resources to
fulfil their duties A resource centre within
the web portal provides access to useful
nformation about the Group, including
corporate governance matenals (for
axample, minutes of previous meetings,
meeting dates, terms of reference), finance
and strategy information, Group policies
and procedures, and information on
topics such as risk and insurance

Independence of

Non-Executive Directors

Croda complies with the Code in having
expenenced Non-Executive Directors
who represent a source of strong advice,
Judgement and challenge to the Executive
Directors At present there are five such
Directors, including the Charman and
the Senior Independent Director, each

of whom has significant commercial
expenence Therr understanding of the
Group's aperations 1s enhanced by
regular business presentations and

site visits

The independence of the Non-Executive
Directors 1s kept under review The
Chairman was independent on her
appontment in 2015 but, as Charman,

IS not classified as independent Steve
Willams has consultancy roles with
Eversheds LLP, which provides some
legal services to the Group, and Spencer
Stuart, a search consultancy firm that
has previously been used by Croda

The Board does not consider that these
roles would affect hus judgement in relation
to Croda and its Business and, therefore,
considers that all Non-Executive
Directors who served dunng the year are
independent tin character and judgement,
with no relationships or circumstances
that are likely to affect, or could appear
to affect, their judgement

Conflicts of interest

The Board has an established process
for declaring and monitonng actuat

and potential conflicts The Articles of
Association of the Company allow the
non-conflicted members of the Board
to authonse a conflict or potential conflict
situation In addition to the potential
conflicts of Steve Willams (noted above),
Nigel Turner declared a potential conflict
in relation to the possible sale of farm
produce (olseed rape) through agents
to Croda Helena Ganczakowski also
has a Non-Executive Director rcle

on the board of People Against Dirty,

a customer of Croda

Details of the professional commitments
of the Chairman and the Non-Executive
Directors are included in their biographies
on pages 36 and 37 The Board s
satisfied that these do not interfere with
the performance of therr duties for

the Company

During 2015, no Non-Executive Director
had served on the Board for more than
nine years from the date of therr first
election, with the range between one
year and six and a half years Upon his
retirernent in Septermber 2015, Martin
Flower had been a Director for ten and
a half years, having been apponted

to the Board in May 2005

The terms and conditions of appointment
of Non-Executive Directors can be
viewed at www.croda.com They canbe
inspected dunng normal business hours
at the Company’s registered office by
contacting the Company Secretary and
will also be available for inspection at
the AGM

Time commitment

Each Director 1s aware of the need to
allocats sufficient tme to the Company to
discharge their responsibiities effectively
In addibon to time spent at Board and
Committee meetings, the Directors
participate in several Company related
events, details are set out on page 43

External consultants

New Bridge Street, now part of Aon plc,
acts as remuneration consultant to the
Remuneration Committee While the
Aon group provides insurance services
to the Group, these are not provided

by New Bndge Street

Zygos and Russell Reynolds act as search
adwvisers to the Board and Nomination
Committee Neither firm has any other
connection with the Group
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Accountability

The Audit Committee

The Audit Committee report, which
describes the membership of the Audit
Committee, its responsibiliies, man
activities in 2015 and prionties for 2016,
IS 58t out on pages 49 to 53

Risk management

and internal control

The Board acknowledges its responsibility
for ensunng the mantenance of a sound
system of internal controls and nsk
management |n accordance with the
guidance set out n the FRC's Guidance
on Risk Management, Internal Control and
Related Financial Business Reporting 2014,
and in the Corporate Governance Code
itself, an ongoing process has been
established for identfying, evaluating and
managing the prnncipal nsks faced by the
Group The Drectors have established
an organisational structure with clear
operating procedures, ines of
responsibility and delegated authonty

In particular, there are clear procedures
and defined authonties for the following

- Financial reperting, with clear policres
and procedures governing the financial
reporting process and preparation
of the financial statements There 1s
a clear and documented framework
of required controls Each reporting
location prepares an annual

self-assessment of compliance
with these controls, which Is assured
duning planned internal audit visits

- Comprehensive monitoring and
quantification of business nsks, under
the direction of the Risk Management
Committee The Group's approach
to nsk management and the prncipal
nsks facing the Group are discussed
in more detait in the Strategtc Report
on pages 31 to 35

— Capital nvestment with detaited
appraisal, sk analysis, authornsation
and post-investment review procedures

This process has been in place for the full
financial year and up to the date on which
the financial statements were approved
by the Directors

The Board discharged its responsibility for
monitonng the operational effectiveness of
the internal control and risk management
systems throughout the financial year and
up to the date of approval of the Annual
Report It used a process which involved

- Wntten confirmations from relevant
senior executives and divisional
directors concerning the operation
of those elements of the system for
which they are responsible

- Internal auct work camed out by
KPMG LLP which reports through
the Vice President Risk and Control
to the Audit Committee

- Reports from the external auditors

- Presentations of key nsks and controls
by the Executive owner and other
assurance providers

- Half-yearly report on sigruficant
controls from the Vice President
Risk and Control

This system s designed to mitigate

rather than elminate the nisk of falure to
achieve business chjectives and provides
reasonable but not absolute assurance
aganst matenat rmisstatement or loss

As appropnate, the Board also ensures that
necessary actions have been, or are baing,
taken to remedy faillings or weaknesses
identified from the review of internal
controls’ effectiveness and judges therr
level of significance

Farr, balanced and understandabie
The process of compiling the Annual
Report starts earty enough to give the
Board time to assess whether it s far,
balanced and understandable, as required
by the Code The Board considered
whether the Annual Report contaned the
necassary Information for shareholders

to assess the Company's position and
performance, business model and strategy
The Board reviewed how the business
model was presented and the linkage to
the Group’s strategy, to ensure clanty for
shareholders The tone was reviewed

to ensure a balanced approach and the
Board made sure the narrative at the
front end of the report was consistent
with the financial statements

Ourintemal audit annual programme

One element of our internal control
framework I1s the work carned out
by our intemal auditors.

The planning process for the year's audt work
1s undertaken by the internal audit team, led by
our Vice President Risk and Control Themes
from prior year audits, key nsk areas and
fundamenta! controls feed into the selection
of the audit programme, which 1s approved
by the Audit Committee Consideration

1S given to the appropriate mix of [T and
manual controls to be tested

Self-assessments of controls are carned out
by local management and systems owners,
which are anatysed by the internal audit

team with ther findings and any emerging
themes being reported to the Audit Committee
The Committee places great importance

on the self-assessments and are concerned
when there are differences (positive or negative)
between the self-assessed scores and those
assessed dunng the audit wisits

The site-based audit fieldwork and [T audits
are undertaken between May and Octaober,
followed by the nsk-based reviews The
outcome of this work 15 reported to the Audit
Committee and any falures of intemal controls
or weaknesses from non-financial and nsk-
based reviews are followed up by the Audit
Committee, with common themes feeding
into the planning process for the following
year's audit programme

1st January
/ h N\
Reporting Preparaton
. On going
F] communication with i
§ Audit Committea é
servor management and 3
B extenal auditors
Site and
T audits and IT setf
nsk reviews assessment
\Sne—based /‘/
audts
18t July

46 Croda International Plc
Annual Report and Accounts 2015




Relations with shareholders

Communication with shareholders

The Chaiman, Executive Directors and
other sentor managers maintain regular
contact with extsting and potential
shareholders to ensure our strategy and
trading trends are clearly understood

Recognising the importance of
commurnicating with our shareholders,
we have appointed a Vice President

for investor Relations and Corporate
Finance The purpose of this role 1s

to manage day-to-day contact with the
investment community, Including investors
and analysts, as well as to ccordinate
site visits and presentations at investor
cenferences and roadshows

Dunng the year, numerous meetings were
held with investors In the UK, US, Europe
and Asia, including face-to-face meetings,
telephone and video conferences, and
hosted site visits in all of these regicns
The Chairman, Group Chief Executive,
Group Finance Director and Vice President
Investor Relations and Corporate Finance
ensure that shareholders’ views are
communicated to the entire Board by
gwving feedback from shareholder meetings
and brokers' reports The Board invites
the Company's brokers and financial public
relations advisers to attend at least one
meeting each year at which the economic
and investrnent ervironment, Croda's
performance (generally and in companson
with its sector peers) and investor reactions
are discussed The Chairnan attended
the Company's results announcements
These presentations are webcast live,

so all shareholders have access to them,
and are also available to download

We answer all nvestor questions sent

to our website

Since taking over as Chaiman in
September 2015, Anita Frew has written
to all our maor shareholders ofiering to
meet with them

Set out overleaf 1S a calendar of our investor
events attended by senior management
throughout the year

The Board engages in active dialogue with
shareholders through the Group Chief
Executive, Group Finance Director and the
Chairman, who meet with shareholders
regularly These meetings provide

an appropriate means of capturing
shareholders’ opinions and the Board 1s
regularly apprised of shareholders’ views
and key 1ssues The Board believes it 1s
unnecessary for the Senior Iindependent
Director or other Non-Executive Directors
to attend further meetings with major
shareholders All Non-Executive Directors
are, however, avallable to attend meetings
If requested by shareholders and the
Senior Independent Director 1s avallable
to discuss matters concerning the
Chairman if the need anses, no such
meetings were requested by shareholders
during the year

The Board beleves Its practices in this

area are consistent with both the Code
concerning dialogue with shareholders,
and good governance

Substantial shareholders

As at the date of this Annual Report the
Company had recenved notification of the
following matenal shareholdings pursuant
to the Disclosure and Transparency Rules

of the UK Listing Authority
Number % of

of shares issuad capital
BlackRock, Inc 7.498,856 551%
MFS Investment
Management 8,790,464 500%
Aberdeen Asset
Management
Lirmited 6,779,957 4 99%
Artisan Parlners
Limited
Partnership 6,767,520 4 98%

Geographical breakdown
of shareholder base

North
America

32.88%

46.46%

Continental
Europe

18.31%

Asia

2.35%
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Qur investor calendar

Set out below Is a calendar of our Investor concentration
Investor events attended by senior

management in 2015

February

= Full year results published

- 02.34%

- Half-year results published
Institutional

— Roadshow in London

March

= London roadshow holders

September

= Boston and New York roadshows

- Conference in Dublin

- Conferences in London, New York
and San Francisco

- Annual Report published

April

= @1 Trading Update published

- Annual General Meeting 1n York

-» Roadshows in Frankfurt
and Stockholm

May

— Edinburgh rcadshow

June

— Conferences in Pans and London

= Investor field tnp to Pans

4.25%

Private
holders

= Investor field tnp to Singapore

October

-» Roadshow in Brussels

341%

Other
holders

November

- Q3 Trading Update published

—-» New York, Chicago and
Toronto roadshows

= Conferences in London
and Boston

December

Percentage of
issued capital by
type of holder

= Investor conference In London

Annual General Meeting

The AGM provides an opportunity for
pnvate shareholders to raise questions
with Board members The Directors
are also avalable to answer questions
afterwards in a more informal setting
The Annual Report and Accounts,
including notice of AGM, are sent

to shareholders at least 20 working
days before the meeting There 1S

a separate Investor relations section
on www croda com which includes,
among other tems, presentations made
to analysts The AGM will be held at
the Royal York Hotel, Station Road,
York, North Yorkshire YO24 1AA,

on 27 Apnl 2016 at 12 noon

4 8 Croda international Plc
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Deadlines for exercising

voting nghts

Votes are exercisable at a General
Mesting of the Company in respect of
which the business being voted upon
1 being heard Votes may be exercised
In person, by proxy or, In relation to
corporate membaers, by corporate
representatives The Company’s Articles
of Association provide a deadline for
submission of proxy forms of not fess
than 48 hours before the time appointed
for the holding of a meeting or
adjourned meeting




Audit Committee

Report of the Audit Committee
for the year ended 31 December 2015

(&)

The Committee has
delivered on its key
prionties during the year.”

Alan Ferguson
Chairman of the Audit Committee

Members and attendance Responsibilities

(eligibility) at meetings The Committee assists the Board
held during the year ended In ensunng that the Group's financial
31 December 2015 systerns provide accurate and up-to-

date information on its financial position

Alan Ferguson

Charrman 5 (5) Key respensibilities:

_)
Helena Ganczakowsk! To monitor the integnty of the

Independent Non-Executive 5(5) financial statements and results
announcements of the Group

Nigel Turner and to review significant financal
Independent Non-Executive 5(6) reporting 1ssues and judgements
Steve Willams' - To review the adequacy and
Independent Non-Executive 3 {5} effectiveness of the Group’s
1 Steve Wiliams was unable o attend the January internal controls and nsk

and July Audit Committae mestings due 16 business management systems, and

and famiy commitments overseas He passed his the internal audit functon

comments onthe agenda items and Committen

papers to tha Charman in advance of the meetings - Extermnal auditor appointment

and removal, assessment of audit
quality, negotiation and approval
of fee, assessment of therr
independence and monitonng

of non-audit services

In addition, the Committee supports
the Board In considenng whether the
Group’s published financial statements
are farr, balanced and understandable

Detaled responsibilities are set out
in the Committee's terms of reference,
which can be found at www croda com

Dear fellow shareholder,

In my capacity as Charrman of the
Audit Committee, | am pleased to
present the Audit Committee Report
for the year ended 31 December 2015

Committee membership

The Committee 1s made up of four
Non-Executive Directors The experience
of each member of the Committee 1s
summansed on pages 36 and 37 | have
held a number of senior financial roles,
most recently as Chief Financial Cfficer
of Lonmin Plc, and am Charman of the
Audit Committees of two FTSE 100/250
companies, as well as an AIM listed
company The Board considers each
member of the Committee 1s Independent
within the defimtion of the Code and has
relevant financral expenence as well as a
broad and diverse spread of commercial
experence Such consideration provides
the Board with assurance that the
Committee has the appropnate skills
and experience to ensure that it can be
fully effective, and that it mests the Code
requirement that at least one member
has significant, recent and relevant
financial expenence

The Chairman of the Board, the Group
Chief Executive, the Group Finance
Director, the Group Financial Controller,
the Vice President Risk and Control,
who leads the internal audit function,
and representatives from the external and
internal auditors regularly attend mestings
by iInatation The Commuttee penodically,
and | more regularly, meet separately
with the Vice President Risk and Control
and the external auditors without the
Executives being present

While these meetings are invaluable,
| also meet with the external auditors,
the Group Finance Director and the
Group Financial Controller at least twice
each year to discuss the detall of the
year end and half year results before
the relevant Committee meetings
This helps me to better understand
the key 1ssues and to make sure
enough time is devoted to them at
the subsequent meeting
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Governance

The Committee:

Reviewed the effectiveness of the
Group's whistleblowing procedure

Met with internal audit and external audt
without management being present

Recenved presentations from the regional
Finance Directors of North Amenca and
Asia, as well as undertakang an annual
raviaw of the Group's tax strategy

Undertook an effectiveness review,
which was conducted using

a questonnaire and concluded that the
Committee was operating effectively,
with virtually all the scores showing

an improvement over those from 2013
when similar questions were asked
Areas for focus included some training
naeds (including around cyber secunty)
and supporting and ¢hallenging
management as thay handte the
Integration of new businesses

into Croda

Focused on the responsibiities of the
Committee in supporting the Board

in ensuring compliance with the new
Corporate Governance Code provisions

Financial reporting

The Committee

Monitored the Group's financtal
statements and results announcements,
and reviewed significant financial
reporting and accounting 1ssues

Reviewed the process of compikng
the Annual Report and Accounts and
reported back to the Board to assist
its determination as to whether it 15 farr,
balanced and understandable

Undertook regular reviews of the Group’s
matenal ihgation and was sabsfied with
the approach to provisioning

In addition to the focus areas outhned on page §1, the Committee's man actvities were as follows

- In support of the Board's assessment
of the Company's long term wiability, the
Committee reviewed the financial medeling
and stress testing based on plausible
scenanos ansing from selected pnnciple
nsks, noting the effect they would have
during the wiability penod

Committee
activity in 2015

Main activities of the Committee since the publication of the 2014 Annual Report
The Committee met five imes in 2015 and twice between the year end and the pubhcation of this Annual Raport
The key 1ssues covered at the Commitiee meetings were reported at the subsequent Board meeting

External audit

The Committee

]

Discussed and approved the external
audit plan, including the assessment of
significant audit nsks, the engagement
rsk profile, the scope of the audit
{covenng 84% of the Group's consolidated
pre-tax profit, 84% in 2014}, the materiality
level {circa 5% of the Group’s consolidated
pre-tax prafit, or £12 6 millan, £11 5 millon
In 2014), and the de mmus reporting
threshold {£0 6 million, £0 5 millon

0 2014), the approach to working with
internal audit, and the key members

of the engagemenit team supported

by specialist auditors where necessary
The audit fee was approved by the
Gommittee following challenge

and discussion

Reviewed the provision of non-audit
services by the external auditor and
reapproved the Group's policy In this area
Agreed the timing and plan for
tendenng the external audit in ine

with the regulatory framework

Internal audit and nisk management

The Committee:

- Recewed an update report from the Vice
President Risk and Control at each meating
and monitored compliance with the Group
risk management programme The
Committee reviewed the reliance placed
by management on the nsk mitigaiing
controls of the Group's highest rnisks and
analysed the types of assurance, both
internal and external, that applied to
these controls

—» Assessed the 2015 nsk-based assurance
actmty carmed out by internal audrt, which
included a review of the impact of the
Group’s reorganisation, product assurance,
and the IT system used to interrogate
and present data {rom SAP

-

Constdered the results of the 2015
interna! audits and the IT audits, the
self-assessment process, the adequacy
of management's response to matters
raised and the tme taken 1o resolve
such matters

Had a detaled discussion on leveraging
the automated functionality avalabile in
SAP to increase efficiency and further
improve the robust control environment

Recened a presentation on a typical
internal audit process

Rewewed and approved the 2016
internal audit plan
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Key priorities for 2015
The Audit Committee has delivered on our ‘business as usual’ work, as set out
In our terms of reference, and from this perspective there 1s nothing to highlight
for your attention Last year, we noted five focus areas for 2015

Key priorities

Actions durning the year

Progress

Examine with
management how we
can further develop our
systems-based internal
audit approach

This 1s an ongoing project which should bring some
real benefits During the year the Commuttee received
presentations from Pw(G and management and had
a detailled discussion on leveraging the global SAP
systemn to increase process effictency as well as
implementing automated access control using SAP
GRC to enable systems based internal audit of this
area in 2016

®

Study the revised UK
Corporate Governance
Code and the FRC's
Guidance on Risk
Management, Internal
Control and Related
Financial and Business
Reporting and dectde,
n conjunction with the
Board, how to respond
to revisions o the Code

The Commuittee, n conjunction with the Board,
assessed the Company's approach to monitoring
and reviewing nsk management and internal control
systemns It considered that it carnes out a robust nsk
assessment and that effective ongoing monitoring
of all matenal controls takes place, in line with the
updated Code Although the process of reporting
failures of internal controls to the Board was
considared to be appropnate, further mproverments
were put in place

Consider and start to
plan the external audit
tender To benefit from
emerging practice,
we will take adwvice
from those who have
tendered recently

The Committee reviewed the tming of the audit tender
in detail and agreed the tender should coincide with
the expiry of lan Mornison’s term as lead audit partner,
following the signing of the 2017 Annual Report and
Accounts, for the 2018 audit In reaching this decision
the Committee had regard to the effectiveness of PwC
and considered that there was no reason to accelerate
the tender process The Committee also requested
that management present the spend incurred with
other major audit firms twice a year, so as 1o ensure we
avoid potential Issues with Independence of those firms
we wish to invite to tender for the audit Finally we
discussed the issue of internal audit where KPMG

15 the outsourced provider

&)

Work with Jez Marden,
the newly appointed
Group Finance Director,
and assist n his
induction to ensure

a seamless handover
from Sean Chnstie

The transition from Sean Christie to Jez Maiden has
been very successful | met with Jez as part of his
induction, we speak regultarty throughout the year
and have built a strong relatonship

Re-examine the control
framework in light of
the recent changes in
organisation structure to
ensure it remains robust
and fit for purpose

@ Completad @ Ongoing

Internal audit undertook a nsk-based review of the
outcorme of the reorgarusation, including the impact on
delegation of autheonties, financial controls and decision
making The review concluded that the reorganisation
had been camed out effectively, however it did identrfy
areas where there 1s a need for mproved clanty on
some roles and where local businesses need to

‘push down’ the new structure into the:r delegated
authonties documentation

Significant financial
statement reporting issues

With support from the external auditors,
the Committee considered a number
of significant issues related to the
financial statements for the year ended
31 December 2015, as set out below

Valuation of intangible assets The
Committee reviewed the value of intangible
assets arising from the acquisttion of
Incotec Group BV The Committee examined
management's preliminary assessment
{based on external expert advice} of

the allocation of the consideration between
goodwill and amongst other intangibles
After challenge and debate the Committee
was satisfied that allocation was reasonable

Inventory The Committee considered
the process for valuing inventory transferred
between Group companies, reflecting the
importance of this given the Group's global
manufactunng base and local country
warehousing and service model The
Committee also reviewed valuation and
provision for obsolescence nsk, and
concluded that both the process and the
resulting valuation werg appropriate

Pensions The Commuttee continued to
monitor the Group's pension arrangements,

in particular the labibty in respect of the
defined benefit plans in the UK, the US

and the Netherlands, which are sensitive to
assumptions made In respect of discount
rates and inflation The Committee reviewed
the actuanal assumptions used and compared
them with those used by other companies,
and considered them to be reasonable

Provisions The Committee reviewed whether
certain environmental, reorganisation, litgation
and other legal provisions were sufficient to
cover estmated costs of potential and actual
clasms and decided that they were reasonable
and appropnate For larger areas of exposure,
the Committee was reassured by legal opinions
and insurance coverage

Taxation The global footpnnt of the Group
necessiates an understanding of, and
comphance with, complex tax regulations

The Committee reviewed the basis of calculation
of the effectve tax rate, the status of the Group's
tax complance, detals of potentally significant
challenges from tax authonties and the level

of accruals The Committee concurred

with management's views
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Internal audit and nsk management

In 2015 | met with the Vice President Risk
and Control several imes outside of the
format meetings to discuss the performance
and cutput of the intemnal audit function
and aspects of nsk management The Vice
President Risk and Control attended sach
Committee meeting and presented an
internal audit report that was fully reviewed
and discussed, highlighting any major
deviations from the annual plan agreed
with the Commuttee

At each meeting, the Committee
constdered the results of the audits
undertaken and considered the adequacy
of management's response to matters
raised, Including the time taken to resolve
such matters [t also focused, in particular,
on where there was a major divergence
between the outcome of the mternal audit
and the scoring of the self-assessment
questionnaire, completed annually by
each business unit In these instances

it challenged management as to what
actions It was taking to try to minimise

the chances of divergences ansing in the
future The Committes looked at recurnng
themes where issues are identified across a
number of locations, such issues influence
our planning for future years' audit work

Intemal audit reported on the successiul

IT project to implement automated access
controls in SAR, which will further strengthen
the control envirorment The award of

IS0 27001 certification for key IT systems
required the external audit of the policies
and controls relating to cyber secunty

and the results of this were discussed

with the Committes

We also agreed the nternal audst plan for
2016, this takes Into account such factors
as the results of previous audits, both
external and intemal, the self-assessment
questonnarre, recumng themes from 2015,
acquisitions, system changes and the
views of Executive management
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In February, the Committee conducted
its annual review of the internal auditor,
including the approach to audit planning
and nsk assessment, communication
within the Business and with the
Committee and its relationship with the
external auditors Intemal feedback 1s
used in this process This did not highlight
any significant areas for development

Detalls on how the Business implements
its risk management and controls on a
Group-wide basts are set out on pages
31 to 35 and page 46

External auditors’ effectiveness
During the year, the Committee assessed
the effectiveness of PwC as Group extemal
auditor To assist In the assessment,

the Commuttee examined the results of
the internal survey completed by all semior
financral management (approximately 20)
across the Group, covering their views

on the effectiveness of PwC In carrying
out the 2015 audit The approach was
consistent with previous years and included
12 questions covering four broad areas

-> Qualty of planning, delivery
and execution of the audit

=» Quality and knowledge of the
audit team

- Effectiveness of communications
between management and the
audit team

-» Robustness of the audit, including
the audit tearmm’s ability to challenge
management as well as demonstrate
professional scepticism and
Independence

The questions were graded from one

to five and averaged a score of four

The Committee also considered the quality
of reports from PwC and the additional
nsights provided by the audit team,
particularty at partner level It took account
of the views of the Group Finance Director
and Group Financial Controller, who had
met local audit partners when visiting some
of the Group’s businesses, to gauge the
quality of the team and ther knowledge
and understanding of the Business

The Committee considered how well the
auditors assessed key accounting and
audt judgements and the way they applied
constructive challenge and professtonal
scepticism in dealing with management
To assess the overall quality of PwC’s
work we also tabled the FRC’s Audit
Quality Inspection report on the firm and
challenged PwC on the report’s findings
A review of effectiveness also forms part
of PwC's own system of quality control
and these procedures, which are set

out in PwC's 2015 Audit Qualty and
Transparency Report, were disclosed

to the Committee

Following the review, the Committes
concluded that the audit was effective

Audit tendering

The Statutory Audit Services Order 2014
{the Order} requires rotation of audit firms
every ten years unless there i1s a tender,
in which ¢ase the audit firm can remain as
auditor for up to 20 years The transitional
provisions stagger the introduction of
mandatory firn rotation depending on the
length of audit tenure as at 17 June 2014
As PwC have been the Group’s auditors
for more than 20 years, we have a
transibon penod that means PwC cannot
be reappointed as our auditors after

17 June 2020

We fully support the principle of audit
tendenng and the Group 1s In compliance
with the prowisions of the Order The
Committee has consistently said that

i infends to tender the audit to concide
with the expiry of lan Morngon's term

as lead audit partner, when he would




sign the 2017 Annual Report, or sooner
if it were felt necessary by the Commitiee
It was not felt appropnate to run a tender
im 2015 given the recent appomtment of
Jez Maiden as the new Group Finance
Drrector and given the Committee's
assessment of PwC’s performance there
1S No current intention to tender during
20186 A tender 15 therefore planned to
accur in 2017 and the Committee 1s also
considenng retendenng the internal audtt
outsourced contract at that trme The
Committee 1s monitoring the Group's
spend with other major accounting firms
to avoid any independence 1ssue ansing
n the run up to the tender There are

no contractual obligations that restnct
our choice of external auditor, although,
as noted, under the European rules we
are obliged to rotate PwC from the

audit by 2020

External auditors’ independence
The Committee and the Board place
great emphasis on the objectivity of the
Group's external auditors in reporting

to shareholders Both PwC Group audit
partners are present at Audit Commitice
meetngs to ensure full communication of
audit-related affairs and that they remain
fully appraised of all matters considered
by the Committee

Pw( were the Group's jont auditors from
1970 to 1980 and have been sole auditors
since 1881 To ensure objectivity, the
rotation of audit partners’ responsibilities
within PwC 1s actively encouraged and
has taken place

Dunng the year, the Commitiee undertook
a detalled review of the provision of
non-audit services by PwC and reviewed
the Group’s policy in this area Assignments
awarded to PwC are subject to controls
by management that have been agreed by
the Audit Committee to ensure that audit
independence 1s not compromised

| am required to give pnor approval for
work camed out by PwC and its associates
above a predetermined threshold of
£20,000 This review includes determining

that other potential providers of non-aucht
services have been properly considered
1 recogrition of the importance of this
matter to the Committee

Non-audit fees have fallen for the fourth
consecutive year In 2015, they were

£0 4 milion, significantly less than the total
audit fees of £0 8 milion, the non-audit
to audit fees ratio stands at 05 1

The only significant fees for non-audit
work undertaken by PwC relate to tax
compliance and adwvisory in the US

We believe the firm’s detalled knowledge
of our operations in the US 1s particufarly
important given the complexities of

both Federal and State legislation, which
necessitated the completion of 35 tax
retums last year In additton, PwC assisted
in an internal restructuring of the Group,
given ther famihanty wath Croda

A copy of our non-audit fees policy
can be found at www croda com

The Committee undertook Its annual
review of the Group’s policies relating to
external audit, including the policy which
governs how and when employees and
former employees of the Group's auditors
can be employed by Croda No changes
were made

External auditor reappointment
The Committee recommended to the
Board that PwC be offered for re-election
at the forthcoming AGM, based on the
work carned out In assessing ther
effectiveness and independence

I will be avallable at the AGM to respond
to any questions shareholders may raise
on the Committee's actmties

Alan Ferguson
Chairman of the Audit Committee

Looking ahead to 2016

In addition to our routine business,
the Committee has five focus arsas
for 2016 We will

= Continue the work with
management on how we further
develop our systems-based
internal audit approach

= Assess the impact on Croda
of the FRC changes to the UK
Corporate Governance Code and
Guidance on Audit Committees
which will come into effect In 2016

— Focus on the controls over capital
projects, given the ncreasing
spend in this area

- Receive areport from the
integration team regarding the
recent acquisition of Incotec and
agree with internal auct their
audit approach for 2016

= Focus on cyber secunty nsks,
working with management to
ensure our networks and business
information are as secure as
possible and that learnings from
our regular [T systemns penetration
testing are followed up
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Nomination Committee

for the year ended 31 December 2015

Members and attendance
(eligibility) at meetings
held during the year ended
31 December 2015

Anita Frew'

Charrman 22
Alan Ferguson

Independent Non-Executive 44
Martin Flower?

Former Charman 33
Steve Foots

Group Chief Executive 4{4)
Helena Ganczakowski

Independent Non-Executive 4(4)
Nigel Turner

Independent Non-Executive 4(4)

Steve Willlams?
Independent Non-Executive 34

1 Anita Fraw was appointed as a Non Exacutive
Director and Charman Designate on 5 March 2015
She became Charman on 19 September 2015

2 Martin Fower retired from the Board on
19 September 2015

3 Steva Willams was unable to attend tha July
Nomunation Commuttee mesting due to family
commitments overseas

Report of the Nominaton Committee

(&)

We will ensure a healthy
pipeline of talent I1s emerging
for future Executive and
Board roles.”

Anita Frew
Charrman of the Nomination Committee

Responsibilities

The Committee s responsible for
nominating candidates for appointment to
the Board for approval by the Board, and
for succession planning it evaluates the
balance of skills, knowledge, expenence
and diversity on the Board, and identifies
and nominates suitable candidates for
appointment to the Board

Key responsibilities

- To review regularty the structure, size
and composition (including the skills,
knowledge, expenence and diversity} of
the Board and make recommendations
for any changes to the Board

= To gwve full consideration to succession
planning for Directors and other senior
Executives in the course of its work,
taking into account the challenges
and opporturities facing the Company
and, consequently, what skills and
expertise the Board will need in future

- Where a Board vacancy 1s identified,
to evaluate the balance of skills,
knowledge, experence and dversity
on the Board and prepare a descnption
of the role and capabilites required
for the respective appointment

- To identify and nominate
candidates to fill Board vacancies,
for the approval of the Board,
as and when openings arse

- To keep the organisation’s
leadership needs, both Executive
and Non-Executive, under review
{o ensure that Croda continues
to compete effectively in the
marketplace

= To review annually the time required
from a Non-Executive Director and
the Charman

—= To make recommendations on
succession planning for the Board

Detalled responsibilities are set out
in the Committee's terms of reference,
which ¢can be found at www croda.com
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Dear fellow shareholder,

Maun actwities and pnornties in 2015

In 2015, the Committee completed the
search for a new Charman to replace
Martin Flower The Committee identrfied
the key skills and expenence required
of the new post-holder and agreed

a role specffication The Committee
retained an external search firm, Zyges,
which has no other connection with the
Group, to assist in identifying potential
candidates for nomination to the Board
Following the successful search, In
March 2015 the Committee recommended
my appointment The Board approved
my appointment as Charman Designate
with effect from 5 March 2015, taking
over as Charrman in September 2015

The Committee camed out a review

of the size, structure and composition of
the Board for its current and future needs,
to align with the Company’s sirategy
The Commuittee will continue to review
the balance, expenence and skills

on the Board

The Committee reviewed the time
commitment of the Non-Executive
Directors and was also satisfied that all
the Non-Executives are able to committ the
required bme for the proper performance
of therr duties and continue to fulfil the
cntena of ndependence

One of the outputs from our 2014 Board
effectiveness review was for the Board
and Nomination Commuttee to allocate
more time to discuss succession,
particularty CEQ and executive team
successon The Committee spent time
considenng CEO succession, both in
terms of emergency succession plans
in the event that the Board needed

to appeoint a temporary CEO due to
unforeseen circumstances, and for
possible successors Now or IN

the future

Kevin Gallagher, former President
Personal Care, retired from the Business
after more than 40 years' service at Croda
Prior to his retirement, the Commuttee
spent a considerable amount of time
discussing and planning for Kevin's
succession The Committee approved
the appointment of Sandra Breene who
took over the role as President Personal
Care with effect from 1 January 2016,
having previously been President of

Life Sciences At the same time, Kaith
Layden took responsibibty for the

Life Sciences market sector in addition
to the Chief Technology Officer role

The Committee regularly reviews the
Board diversity policy In terms of gender

diversity, with my appontment to the Board
25% of ts members are female Regarding

all appontments to the Board, whether for
Non-Executive or Executive positions, we
consider carefully the benefits of greater
diversity, ncluding gender diversity, whilst
ensunng that we fulfil our obligations to our
shareholders to recrurt the best person
for the role on ment The executive search
firms used for our recent appontments

of Jez Maiden, Helena Ganczakowsk
and myself, are both signatories to the
Voluntary Code of Conduct for Executive
Search Fims The Committee ensures
that the specification for any new Director
role 1s equally suted to both female and
male applicants The Board’s diversity
policy can be found at www croda.com

| will be availlable at the AGM to respond
to any questions shareholders may raise
on the Committee’s activities

Anita Frew
Chatrman of the Nomination Committee

Looking ahead to 2016
In addition to our routine business,
dunng the year the Commuttee will

= Continue to review the balance,
expenence and skills of the Board

- Continue to monitor succession
planring for the senior leadership
tearn to ensure a healthy pipeline
of talent 1s emerging for future
Executive and Board roles

- Ensure that the recent role
changes on the Executive
Committee are bedding
down successfully

Croda International Plc
Annual Rapon snd Accounts 2015

55

oro [}

O3 SI0D




Birectors’ Report | Corporate Governance

Other Committees

The management of the Business Is Group Finance Committee review safety performance and audis,
delegated by the Board to the Group The Committee meets every month to and determine the requirement for new
Chief Executive, who uses various review monthly operatng results and or revised SHEQ policies, procedures
Committees to assist hum in this task examine capital expenditure projects and objectives
E:e;oéito;ggﬁxﬁgtawfaﬁ\éels%ﬂ:;tttﬁgs Risk Management Committee Routine Business Committee
membership at the date of this Report The Committee meets quarterly to The Committee compnses the Group

evaluate and propose policies and Chief Executive and Group Finance
Group Executive Committee monitor processes to control business, Director, with the Group General Counsel
The Committee meets quarterly and operational and complance risks and Company Secretary and Group
is responsible for developing and faced by the Group, and to assess Financial Controller acting as altemates
implementing strategy, operational emerging risks The Committee attends to business of
plans, policies, procedures and a routine nature and to the administration
budgets, monitoring operating and Group SHEQ Steenng Committee of certain matters, the pnnciples of
financial performance, assessing The Committee meets quarterly to which have been agreed by the Board
and controling nsk, and priontising monitor progress against the Group or the Group Executive Committee
and allocating resources SHEQ ohjectives and targets,

Group Risk Group SHEQ Group

Committes membership Executive Management Steering Finante
{os atthe date of thisreport)! Commitiee Committea Committee Committes
Steve Foots Group Chief Executive . '3 . .
Stuart Arnott President Global Operations . . . .
Sandra Breens President Personal Care . . ]
Tom Brophy Group General Counsel and Company Secretary . . .
Nick Challoner President Asia . . .
Anthony Fitzpatrick President Corporate Development » . ]
Maarten Heybroek President Pertormance Technologies & Industnal Chemicals . . .
Kerth Layden Chief Technology Officer & President Life Sciences ' . . .
Jez Maiden Group Finance Director . . . .
Graham Myers Group Financial Controller * . . .

® Chairman  ® Member
1 Kewin Galtagher retired as Presidant Personal Care on 31 December 2015
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Remuneration Report

Report of the Remuneration Commitiee

for the year ended 31 December 2015

&)

Our remuneration policies
have played a significant role
N defining the Croda way.”

Steve Willams
Chairrman of the Remuneration Committee

Charman's letier 58
Remuneration at a glance 59
Policy report 60

Annual report on remuneration 65

Members and attendance
{eligibility) at meetings
held during the year ended
31 December 2015

Steve Wilhams

Chairman 44
Alan Ferguson

{ndependent Non-Executive a{4)
Martin Flower'

Former Board Charrman 22
Anita Frew?

Board Charrman 33}

Helena Ganczakowski
Independent Non-Executive 4 (4}

Nigel Turner
Independent Non-Executive 4 (4}

1 Martin Flower retred from the Board and the
Committee on 19 Septembear 2015

2 Anna Frew was appointed as a Non Executive
Drector and becamne amernber of the Comruttes
nMarch 2015

Responsibilittes

The Committee determines and
agrees with the Board the Company's
remuneration policy and framework
It determines the remuneration
packages for all Executive Directors
and the Chairman, and recommends
and monitors the level and structure
of remuneration for senior managers

Key responsibilities

= To deterrmine the Company’s
remuneration policy and framework,
taking into account factors which ¢
deems necessary, Including legal
and regulatory requirements

- Toreview the ongoing
appropnateness and relevance
of the remuneration policy

- To determine the total ndividual
remuneration packages for the
Chairman, each Executive Director,
the Company Secretary and
other members of the Executive
management team as are designated
by the Board from time to tme

=> To ensure that no payment or
proposed payment 15 made that 15
not consistent with the remuneration
policy most recently approved
by shareholders

- To select, appont and set the terms
of reference for any remuneration
consultants who advise
the Committee

- To oversee any major changes
In employee benefits structures
throughout the Group

Detailled responsibilities are set out
in the Committee’s terms of reference,
which can be found at www.croda com
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Dear fellow shareholder,

Main activities and prionties in 2015

On behalf of both the Remuneration
Committee and your Board of Diractors,
it gives me great pleasure to present
the Company's Remuneration Report
for 2015

In my letter to shareholders last year |

said that the Committee was alert to the
necessity of framing remuneration polictes
that promote the long term success of the
company — as provided in the Corporate
Govermnance Code and recommended in
the guidance of the Financial Reporting
Councll, guidance which we, as a Board,
wholeheartedly support

To this end, In November the whole Board
held a 'blue sky' day of conversations on
the topic of remuneration within Croda
We focused on the role remuneration
can play in driving and rewarding
responsible behaviours

All those who work for Croda are aware
of and subscnbe to the precepts of ‘the
Croda way', a way of running our business
that makes the interests of our customers
and employees pre-eminent and rewards
innovation, application and loyaity We do
not clam that these pnonties are unique
to Croda, but in my expenence they

are uniquely deeply felt and observed
throughout the organisation

Qur remuneration policies, including
those regarding pensions, have played

a significant role in defining the Croda way
So these blue sky conversations were the
beginring of a process that will ensure
our new policy — and the practices

it promotes — will remain relevant

and effective

There 1s much public debate around

the topic of remuneration and your Board
will ensure that our policies serve Croda’s
interests, whilst taking full account of
public concerns on topics such as pay
relatvities, equity of reward and quantum

Qur existing policy, adopted at the
AGM In 2014, has proved effective In
accommodating emerging best practice

Croda International Pl
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It also continues to suppaort our corporate
strategy through using performance
targets for our vanable pay schemes
that target improvements in our key
performance indicators (e profit and
shareholder returns) As a consequence
no changes are proposed this year and
our policy remamns unchanged untit its
expiraton at the AGM in 2017 At that tme
we will present our revised remuneration
policy to shareholders for adoption —

and this will benefit from all the in-depth
thinking we are currently investng m this
topic In terms of applying policy in 2016,
salanes are to be increased in ine with
the typical ncrease applied across the
wider workforce {circa 1 5%) and there
are no changes to the operaton of

our vanable pay schemes

Dunng the year, the Committes anatysed
the changes to section D of the Code
conceming remuneration and considered
that the Company 1s In full compliance
with the changes

Performance and reward for 2015
When considenng how our business
performance translates into reward,

we should consider first the annual bonus
and second, the longer term incentive

With regard to the annual bonus, you will
recall that this requires achievement of
an absolute profit out-performance over
the previous year before any benefit can
accrus As aresult of the tremendous
efforts made in 2015, | am delighted to
report that this year's outturn has resulted
in a bonus payrment of 76 38% of the
maximum permitted

With regard to longer term incentives,
2015 was the year grants made in 2013
under the Long Term incentive Plan (LTIP)
and the Bonus Co Investment Plan (BCIP)
matured As you can read in the following
pages, these programmes requred Eamings
Per Share (EPS} and Total Shareholder
Return (TSR) cntena to be met before
vesting Despite EPS growth of 7 8% dunng
2015 and 11 9% over the past three years,
the target was not achieved and neither
was the target for TSR As a conseguence,
no vesting has occurred for the 2013 grants

So, as far as the Remuneraton Committee
1s concerned, 2015 has been a relatively
uncontroversial year and ong where
preparation for the presentation of our
new policy has begun This will be the
Committee's prionty for 2016 and | would
welcaome heanng from shareholders with
therr views on remuneration 1ssues

Looking forward to 2016
In addtion to our routineg business,
the Committee will

= Review our remuneration policy
for adoption at the 2017 AGM

- Consult with shareholders on
the remuneration policy

| will be avallable at the AGM to respond
to any questions shareholders may raise
on the Committee’s activities

On behalf of the Board, | thank you
for your support

Steve Willams
Charman




2015 Remuneration at a glance

Key

——@& Period of operation

— —0Q Holding penod
—> Ongoing
Key component Time honzon Feature How we implemented
gler-le2 g
o010 |0 |C
o | (NN (NN
Basic salary — Competitive salary and Inflationary pay nse of 1 5% in Iine with rest of the UK workforce
and core ﬁe’rﬁtsltg atéract at”d et Chief Executive £609,000
benefits gn-eaibre Execdives Group Finance Director £420,000 —
Chief Techrology Officer £325,171 E
o]
g
Annual bonus => Incenlivise delivery of key 76 38% of maximum polential bonus paid :
:)bfectwtes an(? contnbtute Chief Executive £581,443 (95 48% of salary) -‘-g
o long term alignmen a
with shareholders Group Finance Director £320,796 (76 38% of salary)
- Challenging financial targets Chief Tachnology Officer £248,366 (76 38% of salary)
set in ine with Group KPls
Deferred -> Compulsory deferral of one  Chief Executive £193,814 deferred (out of £581,443)
element ® U::rd of fany;r:)onus paid into Group Finance Director £106,932 deferred (out of £320,796)
of bonus shares for fhrea years Chief Technology Officer £82,789 deferred (out of £248,366)
PSP =* Incentivise execution of Awards granted in 2015 {subject to performance) were"
lbus‘”efs strategy ZW Chief Executve 200% of salary
onger term, rewarding
o | d sustained growth n profit Group Finance Director 150% of salary
and shareholder value Chuef Technology Officer 150% of salary
-2 50% EPS
=» 50% TSR
Sharehddmg — Share ownership guidelines  Chief Executive 200% of salary
requirements to ensure matenal personal  Groyp Finance Director 150% of salary
stake in the business
Chief Technology Officer 150% of salary

No vesting took place wrrelation ta the 2013 long term incentve awards (ses below)

How we performed
Business highlhights

- Revenue growth
+3 4% to £1,0817m

- Adjusted pre-tax profit
growth +8 2% to £254 7m

- Adusted EPS growth of
78% to 135p

- NPP as a % of group sales
+2 7% points to 26 1%

- Acguisition of Incotec

Performance related remuneration

The bonus metnc measures the achievement of profitable growth whilst ensunng efficient
management of capital i1s fully encouraged The 2013 long term incentive plan metrics are
informed by the long term levels of eamings growth and delivery of sharehclder value

through the three year cycle

Metnic Max Target Actual % achieved
2015 Bonus Income growth 2014 actual plus | 2014 actual plus 76 38%

CPl plus 10% CPi plus 7 638%

2013 - 2015 Long EPS growth 296% 11 9% 0%
term incentive

Relative TSR Upper quartile Below median 0%

against FTSE 350

Croda Intemnational Plc
Annual Report and Accounts 2015
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Policy report

QCur Remuneration Policy was approved
by sharehotders at the 2014 AGM and

Is intended to operate untl the expiration
of the AGM in 2017 Our Policy remains
unchanged from that previously approved
by shareholders For convenience we
have included an abndged version of our
Policy in this section of the Annual Report

= To set remuneration structures that
are simple and easlly communicated
1o employees and stakeholders

- To support a high performance
culture through setting stretching
performance targets that are linked to
the Key Performance Indicators (KPls}
of the Group, which are structured
so that they do not encourage undue

with substantial weighting in the overalt
package on variable pay related to
objective measurement of the financial
perforrmnance of the Group

To give 1ull consideration to the relevant
prnciples on directors’ remuneration set
out In the UK Corporate Govemance
Code

To ensure that indwidual rewards and

A full copy of the Remuneration Policy
is avalable at www croda com

Overview of Remuneration Policy

The key objectives of our executive - To ensure a balance between fixed
and performance related remuneration

remuneration policy are

Main components of Croda’s Remuneration Policy

financial or operational nsk-taking
or give rise to environmentat, social
or governance risks by inadvertently
motivating irresponsible behaviour

Incentives are comparable 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

Link to strategy Operation

Maximum opportunity

Basic salary

To assist in the recrutment
and retention of high-caltbre
executives

Reviewed annually with increases effective from 1 January

Base salaries will be set by the Committes, taking
into account

= The performance and expenence of the
indnrdual concerned

=» Any change in responsiblities

—> Rates of pay in ntemational manufactunng and
pan-sector companies of a comparable size
and complexity

=> Pay and employment conditions elsewhere
in the Group

—> Rates of inflaton and market-widle wage increases
across international locations

— The geographical location of the Executive

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

Salanes may be increased each year (in percentage
of salary terms)

The Committee will be guided by the salary increase
budget set in each geography and across the
workforce generally

Increases beyond those linked to the geography of the
Executive or the workforce as a whole {in percentage of
salary terms) may be awarded in certan circumnstances
such as where there 1s a change In responsibility,
experience or a significant increase In the scate of the
role and/or size, value or complexty of the Group

The Committee retains the flexibility to set the salary
of a new hire at a discount to the market level initially,
and to mplement a senes of planned Increases n
subsequent! years, in order to brng the salary to the
desired positioning, subject to indmvdual performance

The Committee considers individual salanes at the appropnate Committee meeting each year, taking due account of the factors noted in operation

of the salary policy

Benefits

To provide competitive
benefits to act as a
retention mechanism
and reward service

The Group typically provides the following benefits

= Company car (or cash allowance)

=» Pnvate fuel allowance

— Health and other insured benefits

—=» Other ancillary benefits, including relocaton
expenses/arrangements {as required)

Addiional benefits might be provaided from tirme to tme
{eg In crcumstances where an Executive Director s
recruted from overseas) The Comimittee will consider
whether the payment of any additonal benefits 1s
appropnate and in kne with market practice when
determining whether they are paid

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

Croda International Plc
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Cost of benefits 1s not pre-determined and may vary
fromn year to yvear based on the cost to the Group




Link to strategy Operation Maximum opportunity
Performance related bonus Compulsory deferral of one third of any bonus paid Group Chief Executive 125% of salary
To incentmse and reward into shares for three years

Other Executive Directors 100% of sal
delvery of the Group’s key xecut ary

The balance of the bonus s paid in cash
annual objectves

To contribute to longer term
alignment with shareholders

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

Details of the performance measures used for the current year and targets set for the year under review and performance aganst them s prowided

in the Annual Report on Remuneraton Bonus will be fully {or largely) based on a challenging range of financial targets set in ling with the Group's

KPls {eg Income growth targets) The Committee has the flexibility to include, for a rminonty of the bonus, targets related to the Group’s other

KPils where this i1s considered appropniate For each objective set, bonus starts to accrue once the threshold target ts met (0% payable) nsing

on a graduated scale to 100% for out-performance The Committee has the flexibility to take health, safety and environmental performance into
consideration when determining the actual overall level of individual bonus payments and t may reduce the bonus awards if it considers t

appropnate to do so Bonuses pad are subject to potential claw back in the event of a matenal misstatement of results or senous misconduct

The claw back provisions will operate for a three-year period following the date on which the bonus 1s paid
- _________________________________________________]

Performance Share Plan The Performance Share Plan (PSP) prowdes for Normal maximum opportunity of 200% of salary
To incentivise and reward awards of free shares {ie either conditional shares or
the execution of business nil-cost options) normally made annually which vest
sirategy over the longer term after three years subject to continued service and the
achievement of challenging performance conditions

In exceptional circumstances {eg recrutment), awards

may be granted up to 300% of salary to compensate

for value forfeited from a previous employer

To reward sustained

growth in (i} profit and Shares (on an after tax basis} are subject to a one year

{1} shareholder vakue post-vesting hotding penod for awards granted in 2014
and a two year post-vesting holding penod for awards
granted mn subsequent years

The Committee has the discretion at grant of an award,
to permit awards to benefit from the dmdends paid on
shares that vest

Framework used to assess performance and for the recovery of sums paid
Granted subject to a blend of challenging financial feg EPS} and total shareholder return performance targets tested over three years

25% of awards will vest for threshold performance wath full vesting taking place for equalling, or exceeding, the maximum performance targets

{no awards vast for performance below threshold) Vesting i1s also dependent on satisfactory underlying financiad performance of the Group over

the performance period and subject to potential claw back in the event of a matenal misstatement of results or senous misconduct The claw back
provisions will operate for a three year penod following the date on which the awards vest
]

All-employee share plans Penodic mvitations are made to participate in the The maximumn participation level (for UK-based employees)
To encourage long term Group's Sharesave Plan and Share Incentive Plan 1§ as per HMRC imits (see Annual Report on Remuneration

shareholding in the Company Shares acquired through these arrangements have for current maximum hmits)

To prowide all employees with  significant tax benefits in the UK subject to satisfying
the opportunity to become certan HMRC requirements
shareholders in the Company

The plans can only operate on an all-employee basis
on similar terms P ly op pioy

The plans operate on simdar terms but on a non-tax
favoured basis outside the UK as appropriate

Framework used to assess performance and for the recovery of sums paid
There are no post-grant performance targets applicable to these awards

Croda International Plc 61
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Main components of Croda’s Remuneration Policy continued
"

Link to strategy

Operation Maximum opportumty

Pension

To provide competitive
long term retirement
benefits

Toactasa
retention mechanism
and reward sarvice

Pension benefits are typically provided erther through Defined bensfit pension with up to 1/60th accrual up to
{1} participation in the Group's defined benefit pension a capped salary of £150,000 as of April 2014 plus cash
plan with a cash supplement provided above any allowance of up to 25% of salary above the cap
pansion salary cap or (i} a cash supplement provided or

in heu of penston

Cash allowance of up to 25% of salary

With effect from 1 Apnl 2016 the form of defined benefit
pension will change to a Career Average Revalued Earmngs
scheme This change apphes simiarly to all employees
with thewr existing accrual rate retained (up to 1/60th)

Only basic salary 1s pensionable

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

Nong

Recruitment and promotion policy
For Executive Director recruitment and/or promotion situattons, the Committee will follow the guidelines below
]

Remuneration element

Policy

Base salary

Base salary levels will be set n accordance with the Group's remuneration policy, taking into account the expenence
and calibre of the ndmdual (eg typically around market rates in companies of comparable size and complexity)
Salary levels may be set balow thus level {eg If the indvidual was promoted to the Board)

Where It Is appropriate to offer a below market rate of pay mally, a senes of increases fo the desired salary positioning
may be given over the subsequent few years subject to indmvidual performance Above market salares may also

ba offered If the experence and calibre of the candidate 1s considered to justify such an approach being taken by
the Commitiee

Benefits

Benefits in accordance with the current policy In additicn, where necessary, the Committes may approve the payment
of relocation expenses to faciitate recruitment

Pension

A Company pension contribution or cash supplement in accordance with the current policy

Annual bonus

The annual bonus would operate in accordance with the current policy in terms of the maximum opportunity
and performance targets, albent pro-rated for the period of employment Any increases in ongoing annual bonus
opportunity above the normal timit will be contingent on the Company recening shareholder approval for an
amendment to its approved pohcy

Long terrn incentves

Share awards will be granted in accordance wath the current policy An award may be made shortly after an
appointment (subject to the Company not being in a prohibited penod) For an internal hire, existing awards
would continue over ther onginal vesting penod and remain subject to therr terms as at the date of grant

The maximuim ongoing annual award levelis as per the current policy

Buy out awards

In the case of an external hire and In exceptional circumstances, if it 1s necessary to buy out ncentive pay or benefit
arrangements (which would be forfeted on leaving the previous empiloyer), this would be prowided for taking into
account the form {cash or shares), tming and expected value (ie kkelihood of meeting any existing performance
critena) of the remuneration being forfeited

Replacement share awards, If used, will be granted using the Comparty's existing share plans within the imits detailed
in the current policy table Awards may also be granted outsids of these schemes If necessary and as permitted
under the Listing Rules

6 2 Croda International Ple
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Bonus plan and long term
incentive policy

The Committee will operate the annual
bonus plan, PSP and all-employee plans
according to therr respective rules and
In accordance with the Listing Rules
and HMRC rules where relevant

The Committee retains discretion,
consistent with market practice, in a
number of regards to the operaton
and administration of these

Shareholding guidehnes

The Committee operates share ownership
gudelines which apply to all Executive
Directors and the Group Executive
Committee The Group Chief Executive

15 subject to a share ownership guideline
of 200% of salary and the other Executive
Directors to 150% of salary it i1s expected
that the guideline wili be met within a five
year time penod from its adoption (or date
of joning for new appointments) through
a combination of share purchases and
the retention of incentive shares

Directors’ service contracts

and payments for loss of office
Executive Directors’ service contracts are
terminable by the Company on up to one
ysar's notice and by the Director on at
least six months' notice

In respect of termenation, the Committee's
policy 1s to deal with each case on its
ments, Iin accordance with the law and any
further policy adopted by the Committee
at the time In the event of early termination,
other than for cause, the relevant Director’s
then current salary and contractual benefits
would be taken into account in calculating
any lability of the Company For clanfication,
the Company’s policy Is that no entitlement
to uneamed bonus will be taken into
account when determining payments

on early termination

The principal contractual benefits
provided in addibon to salary are the
prowvision of a car or car allowance, private
fuel allowance, pension, medical insurance
and lfe assurance Annual bonuses and
long term incentives are non-contractual
and are dealt with In accordance with

the rules of the relevant schemes

The Committee's policy 1$ also for
contracts to contain provisions which
enable the Company to terminate
contracts at any tme with mmediate
effect The Executive Director would be
entitled to receve compensation equivalent
o up to 12 months’ salary plus the value
of their pension benefits {currently valued
at 20% of basic salary} and the value of
other benefits, payable in equal monthly
instalments over the full notice penod or,
if less, the remander of any notice perod
not yet completed Such payments would
discontinue or reduce to the extent that
alternative employment 1s obtaned

An Executive Director’s service contract
may be terminated without notice for
certain events such as gross misconduct
No payment or compensation beyond
sums accrued up to the date of
termination will be made if such an
event occurs

Other than in the event of a redundancy,
retirement or other good leaver
crcumstances, at the discretion of the
Committee, no bonus may be payable
unless the ndwvidual remains employed
and s not under notice at the payment
date In the event that an indmidual does
cease employment for one of the good
leaver reasons detaled, bonuses would
become payable pro-rata based on the
number of complete calendar months
worked in the relevant year The policy for
a new hire would be based on terms that
are consistent with these provistons

The treatment for share-based incentves
previously granted to an Executive Director
will be deterrmined based on the relevant
planrules The defaull treatment will

be for outstanding awards to lapse on
cessation of employment In relation to
awards granted under the Company’s
long term incentive plans, in certain
prescnbed crcumstances, such as injury
or disability, redundancy, transfer or sale
of the employing company, retirement
with the Company’s agreement or cther
crcumstances at the discretion of the
Committee {reflecting the circumstances
that prevall at the time) ‘good leaver’
status may be applied If treated as a
good leaver, awards will be eligible to
vest subject to performance conditions,
which will be measured over the
performance pencd from grant to the
normal vesting date, and which will be
reduced pro-rata {unless the Committee
consider it appropnate to do so) to reflect
the proportion of the performance
penod actually served

Croda International Plc
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Non-Executive Directors’ fees

The policy on Non-Executive Directors’ fees 1s
|
Link to strategy

Qperation

Maximum opportunity

Fees

To provide a competitive
fee which will attract those
high-calibre indmviduals who
can further the interasts

of the Group through therr
expenence, stewardship
and contribution to
strategic developrment

The fees for Non-Executive Directors (including the
Chairman) are typically reviewed every two years

Fee levels are set by reference to the expected time
commitments and responsibiities, and are periodically
benchmarked against retevant market comparators,
as appropnate, reflecting the size and nature of the role

The Chairman and Non-Executive Directors are paid
an annual fee which i1s paid monthly in cash and do
not participate (in any of the Company's incentive
arrangements or receve any Pension ProviSion

The Non-Executive Directors recerve a basic Board
fee, with additional fees payable for charmanship of
the Company's key Commuttees and for performing
the Senior Independent Director role

All Non-Executive Directors are reimbursed for travel
and related business expenses reasonably incurred
in performing ther duties

The Committee recommends the remuneration of the
Chairman to the Board

The Chairman's fee i1s determined by the Committee
{dunng which the Chairman has no part in discussions)
and recommended by them to the Board The
Non-Executive Directors’ fees are determined by

the Charman and the Exacutive Directors

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

None

Fee levels will be eligible for Increases dunng the penod
that the Remuneration Policy operates to ensure they
continue to appropnately recognise the tme commitment
of the role, Increases 1o fes levels for Non-Executive
Directors in general and fee levels in companes of

a similar size and complexity

64
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Annual Report
on Remuneration
Unaudied Information

This part of the Report has been prepared
in accordance with Schedule 8 of

The Large and Medium-sized Comparies
and Groups {Accounts and Reports)
(Amendment) Regutations 2013 which sets
out the disclosures reguired for Directors’
remuneration as at the reporting date
The Report ts also In accordance with
the requirements of the Listing Rules

in the wader Group Dunng 2015, nvitees
included other Directors and employees

of the Group and the Committee’s
adwisers {see below), ncluding Steve
Foots {Group Chief Executive), Lee
Johnson former Group HR Director),
Graham Myers (Group Financial Controlier)
and Tom Brophy (Group General Counsel
and Company Secretary)

External advisers to the
Remuneration Caommittee

New Bridge Street {part of Acn Plc)

Strest 1s a signatory to the Remuneration
Consultants Group Code of Conduct

The Committee regularty reviews the
external adwiser relationship and 1S
comfortable that the advice 1t 1s recenmng
remamns chjective and independent

Statement of sharehotder voting

At last year's AGM, the Directors’
Remuneration Report received the
following votes from shareholders

Annuel Report on Remunearation

was retained as the appointed adviser Votes cast
and the Financial Conduct Authonty {o the Committee dunﬁg 2015 to provide In favour 87,373,001 9017%
independent advice on remuneration Votes cast against 9,525,613 983%
N:F-;fr\l" bg’Sth and operation policy and practice New Bridge Strest Total votes cast 96,898,614 100 00%
of the Committee has no connection with the Group other Abstentions 490,535
The Committee comprises all Non- than in providing advice in relation to
Executive Directors including the Executive remuneration and Non-Executive
Chaiman Details of the members and fees Another subsickary of Aon Plc provides
attendance at meetings during the year insurance broking services to the Group
and the responsibilities of the Committee The Committee 1s comfortable that no
are set out on page 57 The Committee conflicts anse out of these relationships
invites individuals to attend meetings to The total fees paid to New Bridge Street
ensure that decisions are informed and for its services duning the year were
take account of pay and conditions £30,902 {excluding VAT) New Bridge
Key Committee
activities
during 2015
Remuneration 2015 2016 Long term Governance
structure/policy remuneration remuneration remuneration - Noting remuneration
- Consulting with major - Testing the —> Setting 2016 - Determining 2015 trends across the Group
institutional investors performance Executive Director Performance Share > Considenng long term
about the proposed target for the 2015 salary levels Plan award levels, reward within Croda
2015 salary tor the Chief annual bonus - Determining 2016 the associated and potential changes
Technology Officer and - Testing performance annual bonus performance targets to the reward framework
proposed 2015 PSP targets for the award lavels and and the granting in preparation for the
performance targets Company's performance targets of the awards renewal of Croda's
- Considenng the 2013 long term Remuneration Policy
corporate governance incentive awards in 2017
environment and - Reviewing Remuneration
monionng developments Committee effectiveness
N Investors’ expectations —» Reviewng terms
of reference

Croda International Plc
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Implementation of
Remuneration Policy for year
ending 31 December 2016

Basic salary

The Executive Drrectors’ base salanes
were reviewed dunng the final quarter

of the financial year ending 31 December
2015 The Committes considered each
individual’s progression in their role as
well as their responsibilities, performance,
skills and expernence The Committee also
took Into account the wader pay levels and
salary increases being proposed across
the Group as a whole

Executiva Salaryasat Salaryasat
Director 010116 010115  Increase

Steve Foots  £618,135 £609,000 15%
Jez Maiden  £426,300 £420,000 15%
Keith Layden £330,049 £325,171 15%

The 15% Increases awarded to the
Executive Directors was consistent with the
level of salary increases awarded across
the Group and reflected therr continued
robust performance

Other benefits

Other benefits such as company cars or
car allowances, fuel allowance and heakh
benefits are made avallable to Executive
Directors Benefits n kind and bonuses are
not pensionable The Committee reviews
the iIndmdual components and the balance
of these components from time to trme

Performance related annual bonus
In 2016, Executive Directors will be eligible
to receve a performance-related bonus
of up to 125% of salary (Group Chief
Executive) and 100% of salary {other
Executive Directors)

The bonus scheme for Executive Directors
and senior Executives incentivises and
rewards the defivery of ncome growth
Incorne growth 1s the growth in undertying
profitability {defined for bonus purposes as
Group EBITDA for continung operations
before exceptional tems and any charges
or credits under IFRS 2 ‘Share-based
payments’) less a notional interest charge

66 Croda International Ple
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on working capital employed during the
year Income 1s measured after providing
for the cost of any bonuses

2016 performance targets

For the 2016 financial year, the borus
structure will continue to cperate on a
similar basis to that operated in previous
years The targets operate as a shding
scale with no bonus becoming payable
until the previous year's Income has
been exceeded by inflation, through to

a maximum bonus becoming payable
for delivery of the maximum target

The targets for 2016 are shown below

% of

Levelofaward Income bonus payable

Threshold At least equivalent 0%
to 2015 actual
(adjusted for

Incotec) plus CPI

2015 actual 100%
{adjusted ior

Incotec) plus CPI

plus 10%

Maximum

Once the leve! of bonus has been
determined against the targets set at

the start of the year, the Committee will
have the flexibility to take health, safety
and environmental performance into
consideration when determining the actual
overall level of Individual bonus payments
and may reduce the bonus awards If it
considers It appropnate (eg if health,
safety and environmentat performance

15 not considered satisfactory dunng the
penod over which the bonus was earned)

The Committee considers the range
of ncome targets set for 2016 to be
comparable to the range of targets set
for the 2015 annual bonus

One third of any bonus eamed will be the
subject of a mandatory deferral into the
Company’s shares for three years

The Committee remains comfortable that
the structure of the annual bonus does
not encourage inappropnate nsk taking
and that the mandatory deferral of one
third of bonus into shares provides clear
aignment with shareholders and fosters
a lenger term Ink between annual
performance and reward

The 2016 annual bonus 1s also subject

to claw back provisions which enable

the Committee to recover the value
overpad to an Executive Director in
respect of 2016 performance in the event
of a misstatement of the Group's financial
results, an error being made 1n assessing
how far performance targets were
ultimately achieved, or senous misconduct
Recovery of any value overpaid includes
the ability to withhold future Incentive pay
awards as wall as seeking rembursement
from an mdmdual The claw back provisions
will operate for three years following the
date on which the bonus 1s paid

Performance Share Plan (PSP)

The PSP was approved by shareholders
at the 2014 AGM, replacing the Company's
previous Executive long term incentive
plans {the 2005 LTIP and the 2005 BCIP)

2016 PSP award levels

The maximum normal award imit under
the PSP 1s 200% of salary The awards for
2016 were set after taking due account
of {) the need to motivate and retain
Executive Directors and other participants,
and (i) the challenging nature of the
performance targets

It 1s intended that awards will be granted
at the following levels during 2016
{as nil-cost options)

2016 PSP award

{parcantage

Executive Director of salary)
Steve Fools 200%
Jez Maiden 150%
Keith Layden 150%

2016 perfarmance targets

Consistent with awards made under the
previous LTIP, awards under the PSP will
be subject to a performance condition
which is spltt into two equal parts, each
with a separate performance condition
One half will vest dependent an the relative
TSR measured against the FTSE 350
Index {excluding nvestment trusts) and
the other half will vest dependent on
EPS growth targets




The targsts, each tested over three years,
are as follows

= With regards to the half of the award
subject to relative TSR, Croda's
performance Is compared against that
of the constituents of the FTSE 350
Index The FTSE 350 Index was chosen
as a comparator group as the Company
Is a current member and the ndex
represents a broad-based set of
companies of a similar size and with
simiar histonc volatibty of TSR retums
to Croda

= For the half of the award subject to
EPS, challenging absolute growth
targets have been set, which will
operate on a graduated scale

As with the awards granted in 2015,

the EPS targets that have been proposed
for the 2016 PSP follow the Committee’s
review of internal financtal planning,
external market expectations, analysis
of the current trading environment and
constderation of the base point from
which growth will be measured The
range of targets to apply are to remain
the same as for the awards granted in
2015 (@t annual growth of between 6%
and 12%) These targels are considered
to be no less challenging to the range of
targets set for the 2015 awards, providing
a reahstic ncentive at the lower end of
the performance range, but with full vesting
requinng exceptional outperformance

in the current commercial context

In addition to the above, a general
financial underpin operates, enabling the
Committee to reduce the EPS and/or TSR
vesting result if it does not consider thay
reflect the Group's underlying financial
performance over the performance pericd

For the awards granted in 20186, the
after-tax number of vested shares must
be retained for a minimum of two years
PSP awards granted in 2016 to Executive
Directors are also subject to claw back
provisions These enable the Committee to
reclaim the value overpaid to an Executive
Director, in respect of perfarmance during
the three years ending 31 December 2018,
if there i1s a materal misstatement of

the Group’s financial results or senous
misconduct Recovery of any value
overpaid includes the ability to withhold
future incentive pay awards as well as
seeking remmbursement from a relevant
individual The claw back prowisions wall
operate for three years after the date

on which the awards vest

Pension

Croda has a number of different pension
ptans in the countnes in which we operate
Pension entitlements for Company
Executives are talored to local market
practice, length of service and the
participant's age The prncipal pension
plan in the UK s a defined benefit scheme
{to operate on a career average basis from

1 Apnl 2016) which provides a pension based

on a proportion of final salary with a salary
cap imposed from 6 April 2011 onwards
A salary supplement in lieu of pension
prowsion above the salary cap now applies

The vesting of each half of the award 1s as follows

The Company s flexible in how pension
proviston I1s made for Executive Directors,
with the am of balancing the needs of the
Director aganst the liability of the Company
Hence, it makes direct contributions to
the Croda defined benefit pension scheme
(CPS) and/or a cash supplement in lrieu

of pension benefits to enable the funding
of personal pension arrangements

Steve Foots’ pension provision
Steve Foots accrues pension benefits
under the CPS with an accrual rate of
1/60th and an entitlement to retire at age
60 From 6 April 2011 onwards, pension
benefits accruing are based on a capped
satary This cap was £187,500 until

Apnl 2014 at which point it reduced to
£150,000 If Steve Foots retires before
he s 61, a reduction will be applied to
the element of his pension accrued after
6 Apnl 2008 If he retires before the age
of 60, a reduction will be appled to the
element of his pension accrued before
6 Apnl 2006, unless In either instance
he 15 retinng at the Company’s request
In the event of death, a pension equel

to two-thirds of the Director's pension
would become payabile to the surswving
spouse Steve Foots’ penston in payment
15 guaranteed to increase in Ine with

the rate of inflation up to a maximum of
109% per annum for benefits accrued
before 6 Apnl 2006, and in line with
inflation up to a maxmum of 2 5%

per annum for benefits accrued from

6 Apnl 2006 onwards

Steve Foots 1s entitled to death-in-service
benefits from the CPS He also receves
a cash allowance above the pension
benefit cap of £150,000

Croda International Pic
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Jez Maiden's pension provision

Jez Maiden 1s paid a pension supplement
(currently 20% of base salary) to enable
hum to make independent provision for his
retirerment He has an agreement with the
Company to provide him with death-in-
service benefits outside of the CPS

Keith Layden’s pension provision

As detalled in the last year's remuneration
report, Keith Layden started to draw his
pension under the CPS on 18 October
2014 He can draw this deferred pension,
with Company consent, whie continuing in
employment His pension will iIncrease in line
with retall pnce inflation {(RP) to a maximum
of 10% per annum for pension accrued
before Aprl 2006 and a maxarmum of 2 5%
for pension accrued afterwards

Keith Layden 1s pad a pension supplement
(currently 20% of base salary) to enable
him to make independent provision for
his retirerment He has an agreement

with the Company to provide him with
death-in-service benefits outside of

the GPS

All-Employee share plans

Executive Directors are invited to participate
in the HMRC tax-approved UK Sharesave
Scheme and the Croda Share Incentive
Ptan (SIP} in line with, and on the same
terms as, the wider UK workforce

Sourcing of shares and dilution
Awards under all Group share schemes
may be satisfied using newly issued shares,
treasury shares or shares purchased In
the market and held in the Company's
employee benefit trusts

Awards under the Group’s discretionary
schemes which may be satisfied by new
1ssue shares must not exceed 5% of
the Company's issued share capital in
aten year period The total of all awards
satisfied via new 1ssue shares under

all plans must not exceed 10% of the
Company's 1ssued share capital in a

ten year penod

Croda International Plc
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As at 31 December 2015, the headroom
under the Company's 5% and 10% lmits
was 150% and 2 18% respeactively,

out of an issued share caprtal of
139,949,969 shares

Service contracts

Steve Foots, Keith Layden and Jez Maiden
have service contracts dated 16 September
2010, 6 February 2012 and 9 October 2014
respectively These can be terminated by
the Company on one year's notice and

by the Director on six months' notice

The terms of the Executive Directors’
contracts are consistent with the
Remuneration Policy

Chawrman and other Non-Executive
Directors’ remuneration

The fees paid to Anita Frew as Chairman
were agreed on her appontment to the
Board in March 2015 by a committee of
the Board with responsibility for agresing
her terms of appointment Both the Senior
Independent Director and the Chairman

of the Remuneration Committee were
members of this committee The
committee agreed that Mrs Frew would
receive a Non-Executive Director fee

of £562,000 per annum, increasing to
£225,000 per annum on her appointment
as Charrman of the Board in September
2015 The fees paid to the Non-Executive
Birectors {including for chairmanship of
Committees} and to the Senior Independent
Director were reviewed in January 2016
{taking into consideration the anticipated
time commitments of the roles and market
rates), with changes taking eftect from

1 February 2016 The fee structure for

the Chairman and other Non-Executive
Directors for 2016 1s as follows

= Chairman £225,000

- Non-Executive Dirsctor base fee
£54,000 ({increased by £2,000}

- Senor Independent Director £10,000
{increased by £3,000)

= Charrman of the Audit Committee
£10,000

- Chairman of the Remuneration
Committee £10,000

The effective dates of the letters of
appomtment for the Chairman and each
Non-Executive Director who served during
2015, are shown in the table below

Non-Exacutive COriginal Expirydate of
Diractor appointmentdate currentterm
Anita Frew® 5 March 2015 5 March 2018
Alan Fergusen 1 July 2011 30 June 2017
Helena 1 February 31 January
Ganczakowskl 2014 2017

Nigel Turner 1 June 2009 31 May 2018
Steve Wilklams 1 July 2010 30 June 2016

Martin Flower? 16 May 2005 28 September
2015

1 Appointed tothe Board on 5 March 2015
2 Retired from the Board on 19 Saptember 2015
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Directors’ remuneration
The remuneration before tax of Executive Directors for the year ended 31 December 2015 payable by Group companies was as follows

Stevefoots salary bafore salary sacrifice pansion contnbutions of £15 GO0

Bensfits Include banefit in kind for company car or cash allowance benefit in kind for private medical nsurance and pavate fuel allowanca and for Sean Chnstie the alliowance pad for the

use of hig private apartment

Represents the 20% cash supplement paid to Jez Maiden Kenth Layden and Sean Christie and the 20% supplement paid to Steve Foots inrelation to benefits provided apove the final salary
pansion cap

For final salary pensians the amount incluctad 15 the additional value accrued during the year calculated using HMRG s methodology for the purposes of incomne tax using a multiptior of 20

5 The 2015 bonuses for Executive Directors ware calculated by reference to the amount by which the income for the year exceaded theincome for 2014 {the base income’) Bonuses for 2015
arg payable against a graduated scale once the 2015 ncome exceads the base Income by more thaninflation (defined as the CPY), with maxmum bonuses dua at CPIplus 10% Actual ncome
n 2016 was £276 Om against abase of £255 9m Income growth was 7 638% above the inflation adjusted base target resuling n bonuses of 76 38% of maximum The Commitiee determined
that Sean Chrishe would be eligible for a pro rated 2015 annual benus

The LTIP and BCIP awards granted in Fabruary and Apnl 2013 respectively reached tha end of their perfermance periods on 31 December 2015 and did not vest

Sharesave awards valued as the value of the discount on the date of grant SIP shares valued using tha value of the partnership shares awarded over the year based on the average purchase price for
the year Includes payments to Jez Maiden in connaection with his recruitment [see footnote B) and payments ta Sean Chnstia In respect of cessation of his employment (see footnote 9 and page 72)
Jaz Maiden was appointed to the Board on 1 January 2015 As disclosed on page 781n ast year s annual report Jez Marden recetved £126 625 inrespect of reimbursement of relocation costs
and rental tosts and £173,926 in compeansation for forfeiture of the deferred elemaent of ws 2013 annual bonus trom hus previous employer

Sean Chnstie stood down as Group Finance Director on 22 January 2015 and left the Company on 22 Apnl 2015 As disclosed i last year's Remuneration Report the Commitiee exercised

1ts discration to determine that Mr Christie would be elgible for 8 bonus in respect of the financial year ended 31 December 2015 to the exient that the applicable performance conditions wara
met Accoraingly hewill be paid a bonus of £90 054 (ieflecting his pro rated sarvice in the 2015 inancial year) This will be paid part incash (P60 054} and part in deferred shares {230 000}
which vest three years from grant The deferred shares will be granted through a bespoke deferral arrangement ensuring deferratin accordance with the Company s Remuneration Policy
Ctaw back provistons will also continue to apply

Salarigs Pension’ Annual Long term
and fees’ Benefits®  supplement Pension* bonus® incentives* Other’ Total
Executive Director € £ £ £ £ £ £ £
Steve Foots 2015 609,000 30,517 91,800 59,329 581,443 - 1,957 1,374,046
2014 600,000 28,573 88,125 50,759 - - 1,957 769,414
Jez Maiden® 2015 420,000 23,658 84,000 - 320,796 - 302,060 1,150,514
2014 - - - - - - - -
Keith Layden 2015 325171 20,075 65,034 - 248,366 - 1,508 660,154
2014 285,610 20,618 59,122 - - - 1,508 376,858
Sean Christie® 2015 117,803 6,206 13,580 N/A 90,054 - 173,882 401,625 %
2014 369,732 25,340 42,071 40,390 - - 1,508 479,041 8
Total 2015 1,472,074 80,456 254,414 59,329 1,240,659 - 479,407 3,586,339 ;
in
1 8

N

w

-

~®

@
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I —— The remuneration of Non-Executive Directors for the year ended
Executive Directors’ remuneration (%) 31 December 2015 payable by Group companies was as follows

Salarles
and fees Benaflts! Total
Non- Executive Director £ £ £
Martin Flower' 2015 144,061 9,035 153,096
2014 200,000 8,849 208,849
Anita Frew? 2015 91,720 8,178 99,898
204 - - -
Nigel Turner 2015 59,000 5,387 64,387 |
2014 58,833 4,209 63,042
Steve Willams 2015 62,000 2,248 64,248
2014 58,848 4,809 63,6567
Alan Ferguson 2015 62,000 4,067 66,067
2014 61,833 5,250 67,083
1 Totet ixed pay Comprises satanes andees bensfts pension supplement and pansion Helena Ganczakowski 2015 52,000 4,452 56,452
2 There werenc long term ncentive payments made m 2015 - sae note & above 20143 47,666 4,032 51,698
3 Oiher remuneration for Jez Maiden does not inciede the amounts paid to him in conasction TJotal 2015 470,781 33,367 504,148

wath hus racruttment

1 Retired from the Board on 19 September 2015
2 Appaintad to the Board on 5 March 2015 recaving an annual fee of £52,000
Bacame Charrman on 19 September 2015 on an annal fee of £225 000
3 Appanted to the Board on 1 February 2014
4 The benefits relate to directors undertaking business travet on behalf of Croda and ensunng
the directors are not out of pockst for related tax Comparators for 2014 have been inctuded —
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PSP awards granted in 2015

Directors were eligible to receve PSP awards up to a value of 200% of salary at grant The PSP awards granted on 4 March 2015
were as follows

Bas:s of Face/maximum % of award vesting
Number of PSP award granted value of awards at atthreshold Parformance
Executive Director? shares awarded (% of salary) grant date’ {maximum) penod
Steve Foots 44,974 200% £1,217,986 25% (100%) M O115-311217
Jez Maiden 23,262 150% £629,981 25% (100%) 010115-311217
Kerth Layden 18,010 150% £487,747 25% (100%) 010115-311217

1 Face valus/maximum value of award 1s calculated based on a share pnce of £27 082 being the average mid market share price of the thrae dealing days pror ta the date of grant
2 Sean Chnstie aid not receive a PSP award in 2015 in hgit of his departure from the Company in 2015

The 2015 PSP awards, as in previous years, are subject to a performance condiion which 1s sphit into two equal separate parts
Half of the award 1s subject to a relative TSR performance condition, comparing Croda’s TSR performance against the constituents

of the FTSE 350 {excluding investment trusts) over a three-year performance penod The remaining half of the award 1s subject to
an EPS growth condition

Vesting under the two parts of the performance condition will take place on the following sliding scale

All-Employee share plan awards granted in 2015

SIP

Details of shares purchased and awarded to Executive Directors under the SIP are shown in the table below A bref description of the
SIP 1s set out 1N note 22 on page 123

SIP shares Partnership shares  Matching shares Total shares SIP shares that became Total unrestricted SiP
Executive Director held 01 01 15 acquired in year awarded in year held 311215 unrestricted in the year sharas heldat 31 1215
Steve Foots 5,606 63 53 5,712 274 5,050
Keith Layden 5,606 53 53 5712 274 5,050
Sean Chnstig’ 2,170 18 18 - 114 -

1 Sean Chnstie stood down as Group Finance Diractor on 22 January 2015 and left the Company on 22 Apnl 2015

Unrestricted shares {(which are ncluded in the total shares held at 31 December 2015) are those held until there 1s no longer a tax
lability if they are withdrawn from the plan

70 Croda International Plc
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Sharesave [
Detalls of awards made under the UK Sharesave scheme are set out below
Earliast Expiry Face Exercisa Number at 01 0115 Granted Numberat3112 15
Date of grant exercisa date date valua” price (10p shares) in year {t0p shares)
Steve Foots
21 September 2012 1 November 2015 30 Apnl 2016 £2,232 84 19420 a2 - -
19 September 2013 1 November 2016 30 April 2017 £2,247 56 2141p 84 - B4
18 September 2014 1 November 2017 30 Aprl 2018 £2,24706 1763p 102 - 102
17 September 2015 1 November 2018 30 Apnl 2019 24,490 29 2232p - 161 161
278 161 347
Jez Maiden
17 September 2015 1 November 2018 30 Apnl 2019 £11,239 67 2232p - 403 403
- 403 403
Keith Layden
21 September 2012 1 November 2015 30 Apnl 2016 £11,21618 1942p 463 - -
463 - -
Sean Chnstie
21 September 2012 1 November 2015 30 Apnl 2016 £11,216 18 1942p 483 — -
463 - -

During 2015 the hrghest mid market price of the Company’s shares was 3128 5p and the lowest was 2573p The year end closing price was 3042p The year end mid market price was 3042 5p
Face value 15 cakculated using tha market value on the day before the dateaf grant multipied by the number of shares awarded

Gains made on exercise of share options and LTIPs

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

Executive Diractor Exercise date Shares exarcised Scheme Exercisa price Markst price Gain (before tax)
Steve Fools 2 November 2015 92 Sharesave 1942p 2890 5p £2,659 26
Keith Layden 2 November 2015 463 Sharesave 1942p 2890 5p £13,383 02

Directors’ interests in the share capital of the Company
The interests of the Directors who held office at 31 December 2015, are set cut n the table below

Legally owned SiP
LTIP awards BCIP awards PSP  Sh Total % of salary held under

311215 311214 l{ tad) {u d] {unvested) [ ted) Restricted Unrestricted 311215 shareholding guldetine
Exacutive Director’
Steve Foots 128,484 128,484 23,102 5,635 93,172 347 662 5,050 256,452 >200% target
Jez Maden 3,600 — - — 23,262 403 - - 27,265 <100% target
Keith Layden 70,112 70,112 8,479 3,068 35,819 - 662 5050 123,190 >100% target
Non-Executive Director?
Alan Ferguson 2,500 2,500 - - - - - - 2,500 -
Anita Frew 10,000 - - - — - - - 10,000 -
Helena L
Ganczakowski 359 350 - - - - - - 359 -
Nigel Turner 15,000 15,000 — - - - - - 15,000 -
Steve Wilhlams 11,331 11,071 - - - - - - 11,331 -

1 Sean Chnstie legally owned 238 B01 shares at tus date of leaving on 22 Apnl 2015
2 Martin Flower legally owned 27,025 shares at his date of leaving on 18 September 2015

There have been no changes in the interests of any Director between 31 December 2015 and the date of this report, except for
the purchase of 9 SIP shares and 9 matching shares by Steve Foots and Kerth Layden dunng January and February 2016 and the
purchase of 4 SIP shares and 4 matching shares by Jez Maiden in February 2016

Croda International Ple 7 1
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Pension nights

The pension nghts that accrued dunng the year in line with the policy on such benefits as set out in the Policy Report were as follows

Defined benefit schemes

MNormal retirement Accrued pension 2015 Single remuneration figura 2015 Single remuneration figure 2014
Executive Director date undertha CPS £000 £000
Steve Foots 14 September 2033 116 151 139
Jez Maiden N/A - 70 —
Keith Layden 18 October 2020 66 65 59
Sean Christie? 20 QOctober 2022 IN/A N/A 82

1 Thevalue of all pansion savings made dunng the financial year nclusive of cash supplsment on benalf of Directors  Steve Foots 1s entitled 1o death n sernice henefits from the CPS
Keith Layden and Jez Maiden have separate agresments which provida death-in service benefits cutskde of the CPS

2 Sean Christie stepped down as Group Finance Diractor on 22 January 2015 and ceased employmant on 22 Apnl 2015 Undar the terms of the CPS his departura resulted in an automatic
nght to receive an unreduced pensicn from age 80 with the normal retirement age being 85 The anticipated total additional cost of providing a pension frem age 57 1s £180 000

Note Membaers of the GPS have tha option to pay voluniary contnbutions Neither the contributions nor the resulting benefits are ncluded in this table Duning 2015 Steve Foots was paid £81 800
{2014 £88 125} Keith Layden was paid £685 034 (2014 £59 122) and Jez Maiden was paid £84 000 (2014 Enil)in addition tc their basic salary to enable them to make independent provision for
their retirement This contnibution reflects the introduction of a cap to the maximum salary on which benefits at retirement are based under the GPS or in the case of Keith Layden and Jez Maden
the full prowision Accordingly for Steve Foots benefits above this cap are now provided by a salary supplement in hew of pension benefits above the cap of £150 000

Payments for cessation

of employment

As disclosed in last year's Remuneration
Report, in refation to Mr Christie, the
financial arrangements associated with
his departure are as follows

2015 reward structure

Mr Christie received his salary and benefits
in accordance with his current contractual
arrangements until his leaving date on

22 Apri 2015

The Remuneration Committee exercised
its discretion to determine that Mr Christie
was eligible for a cash bonus in respect
of the financial year ending 31 December
2015 to the extent that the applicable
performance conditions were met
Accordingly he will be paid a total bonus
of £90,054 (reflecting his pro-rated service
in 2015 financial year) This will be paid
part in cash (£60,054) and part in deferred
shares which will vest three years from
grant The deferred shares will be granted
through a bespoke arrangement ensunng
deferral In accordance with the Company's
Remuneration Policy Claw back prowisions
will also continue to apply

Payments on cessation

Mr Chnstie received a payment of £71,422
in heu of his unserved notice period of
55 days, as determined in accordance
with his service contract This compnses
a payment in leu of basic salary, pension
contnbutions (calculated as 20% of his
basic annual salary as required by his
service agreement) and other benefits

Croda International Plc
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The payment in lieu of notice 1s being paid
in monthly instalments over the unexpired
penod of notice i Mr Chnstie commences
alternative employment or engagement,
his outstanding instalments will be reduced
by the monthly remuneration from his
new employment

Mr Chnistie receved a payment of £100,000
In settlement of any statutory claims he
may have aganst the Company

Mr Christie received a maximum sum of
£2,000 plus VAT as a contribution towards
the legal fees incurred by him in connection
with the cessation of his employment

Treatment of any share awards

Mr Christie’s SAYE Share Cpticn Scheme
options granted n 2012 lapsed on the
cessation of hig employment and his
contributicns were repaid to him

Mr Christie’s partnership shares under
the Company Share Incentive Plan and
any matching shares held by him for
three or more years {compnsing a total

of 2,125 shares) were transferred to hm
by the Share Incentive Plan trustee on the
cessation of hig employment Mr Christie's
matching shares under the Share Incentive
Plan which had been held for less than
three years were forfeited

Under the Company’s Bonus Co-Investment
Plan, the Remuneration Commitiee has
exercised its discretion to allow Mr Christie's
unwvested matching awards over 14,747 and
3,945 shares, granted in 2012 and 2013
respectively, to vest at the end of the

respective performance pencds, subject
to applicable performance conditions
and tme pro-ratng to reflect Mr Chnstie's
actual service durng the applicable
performance perniod Nerther the 2012
nor the 2013 awards vested

Under the Company's Long Term Incentive
Plan, the Remuneration Committee
exercised its discretion to allow Mr Chnstie's
unvested share awards over 18,154 and
15,151 shares, granted in 2012 and 2013
respectively, to vest at the end of the
respective performance percds, subject
to the applicakle performance conditions
being satisfied, and subject to time pro-rating
to reflect Mr Chnistie's actual service dunng
the applicable performance penod Nerther
the 2012 nor the 2013 awards vestad

Under the Company’s Performance
Share Plan, the Remuneraton Committes
exercised its discretion to allow Mr Chnstie's
unvested share award over 22,275 shares
granted in 2014, to vest at the end of the
respective performance penod, subject

to the applicable performance conditions
being satisfied, and subject to time
pro-rating to reflect Mr Christie’s actual
service dunng the applicable performance
period If Mr Christie's award vests, it will
be subject to a 12 month holding penod

General

All sums payable to Mr Christie will be
subject to such deductions in respect
of tax and national insurance as the
Company 18 requtred by law to make




Other unaudited information

Performance graph

The graph below shows the value, at 31 December 2015, of £100 invested in Croda Intemational Plc on 31 December 2008 compared
with the value of £100 invested in the FTSE 350 and FTSE 250 index
]

Total shareholder retum

Inthe opinon of the Directors  the FTSE 350 Index 1s an appropnate index against which to maeasure the Gompany s TSR because Croda 1s acurrent constituent and the index represents
abroad based set of companies of a similar size and with simular historic volatiity of TSR returns

Total remuneration figures for Group Chief Executive
The total remuneration figure includes 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 percentage of the maximum

2009° 2010* 201" 2012+ 20134 2014% 20154
Total remuneration {£) 1,943,740 3,224,875 4,142,608 1,364,048 1,427,156 769,414 1,374,046
Annual bonus (%) 100% 100% 100% 28% 0% 0% 76 38%
LTIP vesting (%) 100% 100% 100% 100% 818% 0% 0%

relate toMike Humphrey ~ relate to Stave Foots
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Percentage change

in remuneration levels

The foliowing chart shows the movement
in the salary, benefits and annual bonus
for the Group Chief Executive between
the current and previous financial year
compared to that of the average UK
employee The Committee has chosen
this comparator as It feels it provides

a more approprate reflection of the
eamings of the average worker than the
movernent in the Group's total wage bill,
which s distorted by fluctuations in the
number of employees and vanations in
wage practices In our overseas markets

Change in remuneration levels %

* Nobonus was paidin 2014 so it is not possible to calculate
the percentage change from 2014 to 2015
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Relative importance
of the spend on pay

The chart below shows the movement
In spend on staff costs versus that in
dividends and adjusted profit after tax

|
Relative importancs of the spend on pay %

1 Employse remuneratton costs as stated in the Notes
to the Group Accounts on page 103 These comprise &ll
amounts charged aganst profit n respect of employea
remuneration for the relevant financial year less
redundancy costs and share-based payments,

both of which can vary significantly from year {o year
Drmmdends — the amounts payable in respect of the
relevant financlal year

Adjusted profit after tax - profit for the relevant year
adjusted lor exceptional tems acquISIIon Costs
amortisation of ntangible assets ansing an acquistion
and the tax thereon

N

w

External directorships

Executive Directors are permitted to
accept external appointments with the
prior approval of the Board It s normal
practice for Executive Directors to retain
fees provided for non-executive roles

Jez Matden was a Non-Executive Director
of Synthomer Pic up untl 30 Apnl 2015
and receved a fee of £18,333 for 2015

| will be avalable at the AGM to respond
to any questions shareholders may raise
on the Committee’s activities

On behalf of the Board

Steve Willlams
Charman of the
Remuneration Committee

23 February 2016



Other Disclosures

Pages 36 to 79 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 law the
Iiabilties of the Directors in connection with
that report are subject to the imitations
and restnctions provided by that law

Going concern

After making appropniate enquines,
including a review of forecasts, budgets
and banking facilties, the Direclors
consider it approprate to adopt the going
concern basis of accounting in preparing
the Financial Statements that appear

on pages 86 to 135 The Directors have
areasonable expectation that the Group
has adequate resources to continue In
operational existence

Research and development
Research and development activities are
undertaken with the prospect of gatning
new scientific or technical knowledge
and understanding

Dividends

The Directors are recommending a final
dwvdend of 38p per share (2014 36p) The
Directors are also recommending a special
dwvidend of 100p per share If approved by
shareholders, total dvidends for the year
wiil amount to 169p per share {2014 65 5p
per share) Detalls of dwvidends are shown
in note 8 on page 102, details of the
Company’'s Dividend Reinvestment Plan
can be found on page 138 The Company
has established vanous employee benefit
trusts (EBTs) In connection with the
obligation to satisfy future share awards
under employee share incentive schemes
The trustees of the EBTs have warved
therr nghts to receve dvidends on certain
Ordinary Shares of the Company held

in the EBTs Such warvers represent less
than 1% of the total dividend payable

on the Company's Ordinary Shares
Further detalls of the EBTs can be

found in note 24 on page 124

Directors

The Company's Articles of Association
{the 'Articles’) give the Directors power
to appoint and replace Directors Under
the terms of reference of the Nomination
Committee, any appointment must

be recommended by the Normination
Committee for approval by the Board

of Directors The present Directors of
the Company are shown on pages 36
and 37 In ine with the UK Corporate
Governance Code, each Director will

be standing for re-election at the AGM
Detalls of the Directors’ service contracts
are given In the Directors’ Remuneration
Report on page 68

As well as the present Directors, Sean
Chnstie was a Director of the Company
untl January 2015 and Martin Flower
retired as a Director in September 2015

Apart from the share option schemes,
long term incentive schemes and service
contracts, no Director had any beneficial
interest N any contract to which the
Company or a subsidiary was a party
during the year

A statement indicating the beneficial and
non-beneficial interests of the Directors in
the share capital of the Company, including
share options, 1s shown in the Directors’
Remuneration Report on page 71

The Directors are responstble 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 Memarandum
and Articles and any directions given

by spectal resolution

Directors’ indemnities

The Company maintains Directors’ and
Officers’ hability insurance which gves
appropriate cover for any legal action
brought against its Directors The Company
has also granted indemnrties to each of
its Directors and the Company Secretary
which represent ‘qualifying third party
ndemnity provisions’ (as defined by
Section 234 of the Comparues Act 2006),
In relation to certain losses and labilities

which the Directors (or Company Secretary)
may Incur to third parties in the course of
acting as Directors (or Company Secretary)
or employees of the Company or of any
associated company In additon, such
indemnities have been granted to other
officers of the Company who are Directors
of subsidiary companies within the Group
The Company has also granted an
indemnity representing ‘qualifying pension
scheme indemnity provisions’ (as defined
by Section 235 of the Companies Act
2008) to a paid Director of the corporate
trustee of the Group's UK pension scheme
Such indemnities wers In place during
2015 and at the date of approval of the
Group financial statements

Share capital

At the date of this Report, 138,949,965
Ordinary Shares of 10p each have been
1ssued and are fully paid up and guoted
on the London Stock Exchange At the
date of this Report, the Company has
issued and fully pard up 21,900 7%%
Cumulative Preference Shares, 498,434

6 6% Cumulatve Preference Shares

and 615,562 5 9% Cumulative Preference
Shares, all of £1 each (the Preference
Shares) The nghts and obligations
attached to the Company's Ordinary
Shares and Preference Shares are set
out In the Articles, copies of which can
be obtaned from Comparnies House

in the UK or by writing to the Company
Secretary There are no restnctions on the
voting nghts attached to the Company's
Ordinary Shares or on the transfer of
secuntigs In the Company The 7%2%
Cumutative Preference Shares shall not
confer on the holders any rnght to receive
notice of or to be present or to vote at
any general meeting of the Company
unless the cumulative preferential dvdend
on such shares 1s more than 12 calendar
months in arrears The 6 6% and 5 9%
Cumulative Preference Shares shall not
confer on the holders any nght to receve
notice of or to be present or to vote at any
general meeting of the Company unless
the cumulative preferential dvdend on
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Share capital continued

such shares 1s more than six calendar
months in arrears or the business of the
general meetng includes the consideration
of a resolution for reducing the share
capital of the Company, to sell the
undertaking of the Company or to alter
the Articles No person holds securies
in the Company that carry special nghts
with regard to controt of the Company
The Company is not aware of any
agreements between holders of secuntes
that may result In restnictions on the
transfer of secunties or on voting nghits

Power to 1ssue or buy back shares
At the 2015 AGM, authorty was given

to the Directors to allot unissued shares

in the Company up to a maximum amount
equivalent to approximately one third of
the 1ssued share capital {excluding shares
held in treasury) for general purposes, plus
up to a further one third of the Company's
1ssued share capital (excluding shares held
I treasury), but only in the case of a nghts
Issue No such shares have been issued

A further special resolution passed at that
meeting granted authonty to the Directors
to allot equity secunties in the Company
for cash, without regard to the pre-emption
provisions of the Companies Act 2006
Both these authorities expire on the date
of the 2016 AGM, that 1s 27 Apnl 2016,
and so the Directors propose to renew
them for a further year

At last year's AGM the members renewed
the Company's authonty to purchase up to
10% of its Ordinary Shares No purchases
were made dunng the year As a result

the Company will be seeking to renew its
authonty to purchase its own shares at the
2016 AGM Shares will only be purchased
If the Board believes that such purchases
will improve earmings per share and be In
the best general interest of shareholders

it 1s the Company’s intention that any
shares purchased will be held as treasury
shares At the date of this report the
Company holds 4,014,188 shares

I treasury
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Employees

Diversity: We are committed to

the principle of equal opporturity in
employment and to ensuring that no
applicant or employee receives less
favourable treatment on the grounds
of gender, mantal status, race, ethnic
ongin, religion, disability, sexuality or
age, or 1s disadvantaged by conditions
or requirements which cannot be
shown to be justified Group HR policies
are clearty communicated to all our
employees and are available through
the Company intranet

Recruitment and progression: It 18
established policy throughout Croda
that decisions on recrutment, career
development, promotion and other
employment related 1ssues are made
solely on the grounds of Indvidual ability,
achievement, expertise and conduct

Croda gwves full and far consideration
to applications for employment from
people with disabilites Should an
employee become disabled dunng ther
employment with Croda, they are fully
supported by its Occupational Health
provision Efforts are made to continus
therr employment with reasonable
adjustments being made to the
workplace and role where feasible
Retraining I1s provided if necessary

Development and learning: Croda
recogrises that the key to future
success lies in the skills and abilities
of its dedicated global workforce

The continuous development of our
employees I1s key o meeting the future

demands of our customers, especially
in relation to enhanced creatvity,
innovation and customer service
Dunng 2015, 91 2% of our employees
receved traning, totalling almost
100,000 hours

Involverment: Croda 1s committed to
ensunng that employees share in the
success of the Group Owning shares
in the Company 1s an important

way of strengthening nvolvement in
the development of the Business and
bringing together employees’ and
shareholders' interests In 2015, 80 9%
of our UK employses and 51 0% of
our non-UK employees participated in
one of our all-employee share plans,
indicating employees’ continued
desre to be involved in the Company

Employees are kept nformed of matters
of concern to them in a vanety of ways,
including Croda Way (the Company
magazine), quarterly updates, Croda
Connect (the Company intranet), team
brefings, webinars and Croda Now
{emall messages} These communications
help achieve a common awareness

of the financial and economi¢ factors
affecting the performance of Croda and
of changes within the business Croda i1s
also committed to providing employees
with opportunities 1o share therr views
and prowide feedback onissues that

are important to them All regions have
undertaken an employee survey since
2010 The largest of these, targeting our
European employees, was completed
during 2011




Sustainability

Sustainabulity 1s not just one part of

our Business, 1t 1s integral to everything
we do Qur business model, on pages 14
and 15, conveys how deeply sustanability
18 embedded within Croda It shapes

the way we structure our business and
develop our strategy, how we interact
with stakeholders, including employees,
local communities, customers and
Investors, and how we deal with the
challenges of policy and regulation Details
of our sustanability actwvities are set out
on pages 3, 23 and 30 of this report,
with more detalled information available
in our Sustainability Report, which can
be downloaded at www croda com/
sustamabilty

This helistic approach 1s supported

by our Global Sustanability Steenng
Committee and at all levels of our
Company, with uttimate responsibility
resting with our Board of Directors and
Executve Committee, and implementation
discussed at all regional and business
board meetings However, responsibility
for shaping and delivenng our sustamnability
strategy does not just lie with our leaders,
it stretches nght across our Business
and every employee has a part to play

Community education

and involvement

We have a strong focus on supporting
the communittes In which we operate
We believe that our ‘social licence to
operate’ 1s based on the relatonships
we have with communittes local to our
premises These relatonships also have
an impact on the people who work for
and with us and on therr families and wider
communites Our community education
programme ams to raise the profile of
sclence, technology, engineenng and
maths (STEM), by providing relevant,
targeted support to schools, colleges and
universities in our communities In doing

50, we can improve the leaming and career
prospects of local populations, enhance
our reputation, and develop the vital
employee skills that we depend on for
future growth

Our activities demonstrate that we

are investing in local communitres and
turning talk into action by responding
both preoactively and reactively to local
needs and delivering real benefits This
also helps us to enhance the performance
and morale of our employaes, support
the recruitment needs of our Business,
and ensure that we have a positive
impact wherever we are In the world

Articles of Association

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

Significant contracts

and change of control

The Group has borrowing facilities which
may require the Immediate repayment of all
outstanding loans together with accrued
interest in the event of a change of control
The rules of the Company’s employee
share plans set out the consequences

of a change in control of the Company

on participants’ nghts under the plans
Generally, such nghts will vest and become
exercisable on a change of control subject
to the satisfaction of performance conditions
None of the Executive Directors’ service
contracts contains provisions which are
affected by a change of control and there
are no other agreements to which the
Company 1s a party which take effect,
alter or terminate In the event of a change
of control of the Company which are
considered to be significant in terms

of therr potential mpact on the Group

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

Political donations

No donations were made for political
purposes dunng the year (2014 nil)

Financial nsk management

The Group's exposure to and
management of capital, lquidity, credit,
Interest rate and foresgn currency nsks
are containad In note 19 on pages 113
to 117

Capitalised interest

The Group's policy for capitalising
borrowing costs directly attributable
to the purchase or construction of fixed
assets 1s set out on page 96 Interest
capitalised in 2015 of £0 8m related

to the construction of the non-icnic
bio-surfactant plant in US

Croda Internaticnal Plc
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Statement of Directors’
responsibilities

The Directors are responsible for
preparing the Annual Report, the
Directors’ Remuneration Report and
the financial statements In accordance
with applicable law and regulations

Company law requires the Directors
1o prepare financial statements for
each financtal year Under that law the
Directors have prepared the Group
financial statements in accordance
with Intemational Financial Reporting
Standards {IFRSs) as adopted by the
European Union, and the Company
financial statements in accordance
with United Kingdom Generally
Accepted Accounting Practice (Unied
Kingdom Accounting Standards

and applicable law)

In preparing the Group financial
statements, the Directors have also
elected to comply with IFRSs, 1ssued by
the International Accounting Standards
Board {IASB) Under Company law the
Directors must not approve the financial
statements unless they are satisfied
that they give a true and fair view of
the state of affairs of the Group and
the Company and of the profit or

loss of the Group for that period In
preparing these financial statements,
the Directors are required to

—» Select suitable accounting policies
and then apply them consistently

-» Make judgements and accounting
estmates that are reasonable
and prudent

— State whether IFRSs as adopted by
the Eurcpean Union and applicable
UK Accounting Standards have
been followed, subject to any
maternial departures disclosed
and explained in the Group and
Company financial statements
respectively

- Prepare the financial statements
on the going concern basis unless
it 1S Inappropnate to presume
that the Company will continue
in business

The Directors are responsible for
keeping adequate accounting records
that are sufficient to show and explain
the Company’s transactions and
disclose with reasonable accuracy at
any time the financial position of the
Company and the Group, and enable
them to ensure that the financiat
statements and the Directors’
Remuneration Report comply with the
Compantes Act 2006 and, as regards
the Group financial statements, Article 4
of the IAS Regulation They are also
responsible for safeguarding the
assets of the Company and the Group
and hence for taking reasonable steps
for the prevention and detection of
fraud and other irregulanties

The Directors are responsible for
the maintenance and integnty of the
Company’s website Legislation in
the United Kingdom governing the
preparation and dissemination of
financial statements may differ from
legislation in other Jurisdictions

The Directors consider that the Annual
Report and Accounts, taken as a whole,
1s far, balanced and understandable
and provides the information necessary
for shareholders to assess a Company’s
position and performance, business
mode!l and strategy

Each of the Directors, whose details
are set out on pages 36 and 37
confirm that, to the best of

ther knowledge

- The Group financial statements,
which have been prepared In
accordance with IFRSs as adopted
by the EU, give a true and far view
of the assets, kabilihes, financial
position and profit of the Group

- The Dirrectors' Report and Strategic
Report include a far review of the
development and performance
of the business and the position
of the Group, together with a
description of the principal risks
and uncertainties that it faces
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Other disclosures

Certain information that 1s required to
be included in the Directors’ Report can
be found elsewhere in this document
as referred to below, each of whichs
incorporated by reference in to the
Directors’ Report

= Information on greenhouse gas
emissions can be found on page 30

- An indication of likely future
developments in the Group’s
business can be found in the
Strategic Report, starting on
page 1

- An indication of the Company’s
overseas branches can be found on
pages 136 to 138

For the purposes of Listing Rule 9 8 4R,
the information required to be disclosed
by LR 9 8 4R can be found on the
following pages of this Annual Report

Section  Topic Page reterence

{1 Capitalised interest

{2) Publcation of
unaudited financial
information

(3) Smaller related
party ransactons

)] Detalls of long term

incentive schemes

established

specifically to

recrurt or retan

a Director

Warver of

emoluments

by a Director

Allotments of

equity secunties

for cash

)] Participation
in a placing of
equity secunties

{10) Contracts of
sgnificance

{11) (14) Contreling
shareholder
disclosures

(12) (13) Dwidend waiver

Page 77

{5) (6)

(N e Page 76

Page 77

Page 75

Not applicable

Not applicable

Not applicable

Not applicable

Not applicable

Not applcable

All the information cross referenced
above 1s ncorporated by reference into
the Directors’ Report




References in this document to other
documents on the Company’s website,
such as the Sustainabiity Report,

are included as an aid to their location
and are not Incorporated by reference
into any section of the Annual Report
and Accounts

Independent auditors

Our auditars, PricewaterhouseCoopers
LLP, have indicated ther willingness

to continue In office and, on the
recornmendation of the Audit Commuittee,
a resolution regarding their reappointment
and remuneration will be submitted to
the Annual General Meeting

Audit Information

The Directors confirm that, so far as
they are aware, there is no relevant audit
Information of which the Company's
auditors are unaware and that they have
each taken all the steps they ought to
have taken as a Director in order to make
themselves aware of any relevant audit
information and to establish that the
Company’s auditors are aware of

that information

The Directors’ Report and the Strategic
Report, ncluding the sections of the
Annual Report and Accounts incorporated
by reference, 1s the ‘management report’
for the purposes of the Financtal Conduct
Authority Disclosure and Transparency
Rules {DTR 4 1 8R} It was approved by
the Board on 23 February 2016 and

1S signed on its behalf by

._-'/

Tom Brophy
Group General Counsel
and Company Secretary

23 February 2016

lawa e
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Financial Statements

Group Independent Auditors’ Report
to the Members of Croda International Plc

Report on the Group

financial statements

Our opinion

In our gpiion, Croda Intermational Plc’s
Group financial statements (the “financial
statements’)

= give a true and fair view of the state of
the Group’s affairs as at 31 December
2015 and of its profit and cash flows
for the year then ended,

= have been properly prepared in
accordance with Internaticnal Financial
Reporting Standards (‘IFRSs’) as
adopted by the European Union, and

- have been prepared n accordance with
the requirements of the Companies Act
2006 and Article 4 of the IAS Regulation

What we have audited

The financial statements, included
within the Annual Report and Accounts
(the ‘Annual Report"), comprise

-> the Group Balance Sheet as at
31 December 2015,

— the Group Income Statement and
Group Statement of Comprehensive
Income for the year then ended,

- the Group Statement of Cash Flows
for the year then ended,

- the Group Statement of Changes
n Equity for the year then ended,

- the Group Accounting Policies, and

- the notes to the financial statements,
which include other explanatory
information

Certain required disclosures have been
presented elsewhere in the Annual Report,
rather than in the notes to the financial
statements These are cross-referenced
from the financial statements and are
identified as audited

The financial reperting framework that

has been applied in the preparation of the
financial statements I1s applicable law and
IFRSs as adopted by the European Union

Croda international Plc
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Our audit approach

Overview
Matenality - Overall Group matenalty £12 6m which represents 5%
of profit before tax
Audit scope — We, as the Group engagement team, audited the two

financially significant components — the UK and the US —
covering 55% of the Group’s external revenues and 55%
of the Group's profit before tax

—» For the next seven largest components of the Group, which
are audited by PwC component auditors (the five largest as
full scope audits and the remaining two subject to specified
procedures), we were heavily involved at all stages of their
audits by virtue of numerous communications throughout
the process, Including the issuance of detaled audit
instructions, review ang discussion of audit findings,

In particular over our areas of focus

- As a result of this scoping we obtaned coverage over 80%
of the Group's external revenues and 84% of the Group's
profit before tax

Areas of focus

=» Taxation

= Provigion for environmental remediatton
= Business combinations — valuation of intangible assets
- Valuation of defined benefit pension scheme liabilty

The scope of our audit

and our areas of focus

We conducted our audit In accordance
with International Standards on Auditing
(UK and Ireland) ('ISAs (UK & Ireland)’)

We designed our audit by deterrmining
matenalty and assessing the risks of
matenal misstatement in the financiat
statements |n particular, we looked

at where the Directors made subjective
judgements, for example in respect

of significant accounting estimates

that involved making assumptions and
considenng future events that are inherently
uncertan As in all of our audits we also
addressed the risk of management
overnde of nternal controls, including
evaluating whether there was evidence
of bias by the Directors that represented
a rnisk of matenal migstatement due

to fraud

The nsks of matenal misstatement

that had the greatest effect on cur audi,
including the allocation of our resources
and effort, are identified as 'areas of focus’
in the following table We have also set
out how we tallored our audit to address
these specific areas in order to provide
an opinion on the financial statements as
a whole, and any comments we make on
the results of our procedures should be
read in this context This Is not a complete
hist of all nsks identified by our audit




Area of focus

How our audit addressed the area of focus

Provision for environmental remediation
Refer to page 51 (Audit Commuttee Report),
page 91 (Accounting Policies) and page 118 {notes)

As a consequence of the Group’s production

of chermicals, there are a number of open clams
and litigation against the Group relating to soll
and potential grounciwater contamination on sites,
both currently In use and previously occupied

Environmental standards and legslation are
specific te, and often contain unique requirements,
in each terntory the Group operates n and may
be subject to change As such, understanding
the potential environmental nsks and the financial
imphcations that the Group is exposed to1s
often complex

The provision held for environmental liabiliies
within the balance sheet at 31 December 2015
totalled £12 3m, which relates to a number

of matters For each matter, the Directors, In
conjunction with experts they engaged, assessed
the likekhood of the Group being found liable for
any remedial work and, where applicable the costs
of that work, as well as any associated fines and
legal costs

Assessing the kelhood and quantum of any
financial obligations ansing, requires judgement
There 1s a sk that the provision could be materially
misstated and the required disclosures insufficient
due to the inherent uncertainties and the potentially
wide range of outcomeas and timelines in respect
of the resclution of each matter

The Directors performed a detaled assessment
of environmental habilties to ensure that the level of
envircnmental provision held remains appropriate

We obtained and read the Directors’ assessment of each specific
environmental matter that the Directors made us aware of, and assessed
the completeness of the list against publicty avallable information and other
information on potential environmental exposure at current and former sites
We performed audit work on each matter as there 15 a nsk that the llability
for each matter could be matenally misstated

We evaluated the Directors' assumptions, both in terms of the likelihood of
the Group being found hable and also of any resulting financial cbligation by

= reading publicly availlable information, correspondence with relevant
stakeholders and other information availlable to the Directors relating lo
the specific matters identified, and assessing the Directors’ assumptions
agamst this information,

—-» reading remediation plans drawn up by the Directors’ external experts
and considenng whether the Directors have properly reflected them in
the calculation of the provision,

- evaluating the independence, objectivity and competence of the experts
that the Directors engage to assess the likely cutcome of the cases against
the Group, and the cost of remediation needed, by confirming they are
gualfied and affilated with the appropnate industry bodies in the respective
local terntory,

- comparing histonc provisions with actual remediation costs incurred
during the year to assess the Directors’ histoncal forecasting accuracy,

— assessing the Directors’ accuracy In estmating exposures for fines and
legal costs by companng histonc provisions for cases that have been
settled with the actual fine/legal costs,

— discussing all matters with the Group's legal counsel and head of
sustainability, and obtaining independent confimations from the Group’s
external legal advisers on the progress of each clam, and

-» discussing all matters ansing in Europe and the US with local management,
and comroboerating iInformation receved from all parties

We found, based on the results of our testing, that the provision recorded
and disclosures made in the financial statements were consistent with the
supporting evidence obtained
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Area of focus

How our audit addressed the area of focus

Business combinations — valuation

of intangible assets

Refer to page 51 {Audit Commuittee Report),

page 91 (Accounting Policies) and page 125 (notes)

Dunng the year the Group acquired Incotec Group
BV for consideration of £104m inclusive of debt

This transaction has resulted in intangible assets
{including goodwaill} of £93 2m being acquired
The recogrition, completeness and valuation
of separately identifiable intangible assets 1s
complex and involves judgement

An error In etther the identfication or valuation of
mtangible assets could lead to misclassification in
the balance sheet upon acquisition and subsequent
misstaterment in the Income statement

We obtained and understood the Directors’ assessment of the nature and
value of intangible assets acquired We evaluated the Directors’ assumptions
with reference to the Group's accounting policies by

- reading the executed sale and purchase agreement,

- reading the vendor due diligence report and Incotec Group BV audited
financial statements as at Septernber 2015,

- evaluating the independence, abjectivity and competence of the valuation
experts that the Directors engaged to assist them in the valuation process,
by confirming they are qualified and affiiated with an appropnate
industry body,

- utilising our internal valuations specialists to independently assess the
models and assumptions used by the Directors’ when identifying and
valuing intangible assets, and

—> assessing the useful economic Ife of the intangible assets (other than
goodwill), and ensuning these are consistent with our understanding
of the assets acquired and with accounting standards

We were satisfied that the value of intangibles identified was supported
and the assumptions used in valuing the iIntangibles were reasonable

Valuation of defined benefit pension
scheme hability

Refer to page 51 (Audit Commuttee Report),
page 91 (Accounting Policres) and pages 104
to 108 {notes)

The Group has a number of defined benefit
pension schemes that, together, are In a net
defict position of £78 8m, which 1s matenal both
In the context of the overall balance sheet and
the results of the Group The schemes in the UK
and the US account for £17 0m and £37 8m

of the net deficit, respectively

The valuation of the pension liability requires
significant levels of Judgement and technical
expertise in choosing appropnate assumptions,
a number of which can be volatle Small changes
In a number of the key assumptions {including
salary increases, inflation, discount rates, and
mortality) can have a matenal impact on the
calculation of the lability

We primarly focused our work on the pension plan liabiities in the UK and
the US which, together, account for the majonty of the balance and, hence,
estimation uncertainty

We evaluated the Directors’ assessment of the assumptions they made
in relation to the valuation of the liabilites in the pension plan as follows

- we agreed the discount and inflation rates used in the valuation of the
pension labilities to our nternally developed expectations using our
Internat actuanal specialists and compared the assumptions around salary
increases and mortality to national and industry accepted averages,

~>» we evaluated the competence of the experts that the Directors engaged
to calculate the defined benefit pension schemes, by confirming they
are qualfied and affillated with the appropnate industry body, and

- we evaluated the sensitivity of the pension scheme liabvlities to differences
between our iIndependent judgements and those made by the Directors,
both indmdually and n aggregate

Based on the evidence obtained, we found that the assumptions used by the
Directors in the valuation of the hability were within a range considered to be
reasonable using an intemally developed range of acceptable assumptions
for valuing pension liabiities, based on cur view of vanous economic indicators

8 2 Croda International Pic
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Area of focus

How our audit addressed the area of focus

Taxation

Refer to page 5T (Audit Committee Report),
page 92 (Accounting Policies) and pages 100
and 101 (noles)

Due to the large number of tax junsdictions in
which the Group operates, the calculation of the
Group’s tax position 15 complex and 18 subject to
scrutiny and challenge by different tax authonties

An error In the interpretation of, often complex,
tax regulations, particularly relating to transfer
pricing, could lead to a matenal misstaterment
In the tax expense

The Group also holds a number of specific
judgemental tax accruals that relate to specific
tfransfer pricing nsks, open tax nvestigations/audits
and other such matters The estimation of the
accrual 1s dependent on the Directors' assessment
of the outcome of the outstanding matters

We evaluated the Directors’ assumptions for determining and calculating the
consolidated tax expense, balances and accruals For all In scope termitores we

—> obtaned the Group’s tax computations and testing the deductions
and tax rates applied by reference to local tax legislation,

- obtainad the Group's latest intemal transfer pneing studies and
associated documentation and using our internal tax specialists to
assess ts reasonableness,

—» assessed the amount of the specific tax accruals based on our expenence
of similar situations both related and unrelated to the Group,

-3 read the latest correspondence between the Group and tax authorities
and constdered any implications this may have had on the tax position
reported in the Group's financial statements,

—» utilsed our experience of similar tax exposures and nsks faced by other
multsnational groups to assess the evidence described above, and

- compared the levels of tax expense by terntory with the local statutory
tax rates and investigated the basis for any differences

The Directors’ jJudgements in respect of the Group’s position on uncertain
tax items are supportable and reasonable in the context of the iInformation
currently available to them and no matters were dentified by our work
that the Directors had not adequately reflected in their estimate of the tax

expense, balances and accruals

How we tailored the audit scope

We tailored the scope of our audit to
ensure that we performed enough work to
be able to give an opinion on the financial

staterments as a whole, taking into account

the geographic structure of the Group, the
accounting processes and controls, and
the ndustry in which the Group operates

The Group operates through various
components in 36 different countries
across five continents

We, as the Group engagement team,
performed an audit of the complete
financial Information of the two financially
significant components — the UK and the
US For the next five largest components
of the Group, PwC component auditors,
under our instruction, performed an audit
of theirr complete financial information
PwC component audttors also performed
specified procedures at the two next
largest components of the Group

Where the work was performed by PwC
component auditors we determined the
level of involvement we needed to have
in the audit work at those components
to be able to conclude whether sufficient
appropriate audit evidence had been
obtained as a basis for our opinion

on the Group financial statements as
awhole We were heavily involved at alt
stages of their audits by virtue of numerous
communications throughout the process,
including the 1ssuance of detalled audit
instructions, review and discussion of
audit findings, in particutar over our areas
of focus We, as the Group engagement
tearn, were also responsible for other head
office activities such as the consolidation,
financial statement disclosures and
share-based payments

The procedures performed over the
components (either by the Group

team or PwC component audit teams)
and specifically by the Group team

{for exampte, on goodwill), accounted
for 80% of the Group's external revenues
and 84% of the Group’s profit before tax

Matenality

The scope of our audit was influenced

by our application of matenalty We

set certain quantitative thresholds for
materiality These, together with qualtative
considerations, helped us to determine
the scope of our audit and the nature,
timing and extent of our audit procedures
on the individual financial statement line
items and disclosures and in evaluating the
effect of misstatements, both individually
and on the financial statements as a whole

21 (2IDURLI |
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Based on our professional judgement,
we determined matenality for the financial
statements as a who!e as per the

table below

We agreed with the Audit Committee that —
we would report to them misstatements
identified dunng our audit above £06m
(2014 £0 5m) as well as misstatements
below that amount that, in our view,
warranted reporting for qualtative reasons

Overall Group matenality

£126m (2014 £11 5m)

How we determined it

5% of profit before tax

Rationale for
benchmark applied

We believe that profit before tax is the pnmary
measure used by the shareholders in assessing
the performance of the Group, and 1s a generally
accepted auditing benchmark

Croda International Plc 8 8
Annual Report and Accounts 2015




Financial Statements | Group Independent Auditors’ Report to the Members of Croda International Plc

Going concern

Under the Listing Rules we are required
to review the Directors’ statement, set out
on page 91, n relaton to going concern
We have nothing to report having
performed our review

Under ISAs (UK & Ireland) we are required
to report to you if we have anything
matenal to add or to draw attention to In
relation to the Directors’ statement about
whether they considered it appropnate to
adopt the going concern basis in preparing
the financial statements We have nothing
matenal to add or to draw attention to

ISAs (UK & Ireland) reporting

As noted in the Directors' statement,

the Directors have concluded that it s
appropriate to adopt the going concem
basis In prepanng the financial statements
The going concem basis presumes that
the Group has adequate resources to
remain in operation, and that the Directors
intend 1t to do so, for at least one year
from the date the financial statements
were signed As part of our audit we have
concluded that the Directors' use of the
going concern basis 1s approprate
However, because not all future events
or conditions can be predicted, these

statements are not a guarantee as
to the Group’s ability to continue
as a going concem

Other required reporting
Consistency of other information
Companies Act 2006 opinion

In our opinion, the information given In
the Strategic Report and the Directors’
Report for the financial year for which
the financial staternents are prepared 15
consistent with the financial statements

Under ISAs (UK & Ireland) we are required to report to you if, in our opinion

- information in the Annual Report 1s

- otherwise misleading

- matenally inconsistent with the information in the audited financial statements, or
- apparently matenally ncorrect based on, or matenally inconsistent with, our knowledge
of the Group acquired in the course of performing our audt, or

We have no exceptions
to report

-» the statement given by the Directors on page 78, in accordance with provision C 11 of the UK
Corporate Govemance Code (the “Code"), that they consider the Annual Report taken as a whole
to be far, balanced and understandable and prowvides the information necessary for members
to assess the Group's performance, business model and strategy 1s matenally nconsistent
with our knowledge of the Group acquired in the course of performing our audit

We have no exceptions
to report

= the section of the Annual Report on pages 49 to 53, as required by provision G 3 8 of the Code,

We have no excaptions

describing the work of the Audit Committee does not appropnately address matters
commuricated by us o the Audit Committee

to report

The Directors’ assessment of the prospects of the Group and of the principal nsks that would threaten the solvency
or iquidity of the Group

Under ISAs (UK & Ireland) we are requsred to report to you if we have anything matenal to add or to draw attention to in relation to

-> the Directors’ confirmation on page 35 of the Annual Report, in accordance with provision C 2 1
of the Code, that they have camed out a robust assessment of the pnncipal nsks facing the Group,
including those that would threaten its business model, future performance, solvency or iguidity

We have nothing materiai to
add or to draw attention to

managed or mitigated

-3 the disclosures in the Annual Report that descnbe those nsks and explain how they are being

We have nothing matertal to
add or to draw attention to

- the Directors’ explanation on page 35 of the Annual Report, in accordance with provision C 2 2 of
the Code, as to how they have assessed the prospects of the Group, over what period they have
done so and why they consider that penod to be appropnate, and their statement as to whether
they have a reasonable expectation that the Group will be able to continue in operation and meet
its labilities as they fall due over the penod of therr assessment, iIncluding any related disclosures
drawing attention to any necessary qualifications or assumptions

We have nothing matenal to
add or to draw attention to

having performed our review

Under the Listing Rules we are required to review the Directors’ statement that they have camed out a robust assessment of the
principal nsks facing the Group and the Directors’ statement in relation to the longer-term viability of the Group Our review was
substantially less in scope than an audit and only consisted of making inquines and considenng the Directors’ process supporting
therr statements, checking that the staternents are in alignment with the relevant provisions of the Code, and considering whether
the statements are consistent with the knowledge acquired by us in the course of performing our audit We have nothing to report

Croda International Plc
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Adequacy of information

and explanations receved

Under the Companies Act 2006 we are
required to 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 to report ansing
from this responsibility

Directors’ remuneration

Under the Companies Act 2006 we

are required to report to you If, in our
opinion, certain disclosures of Directors’
remuneration specified by law are not
made We have no exceptions to report
ansing from this responsibiity

Corporate governance statement
Under the Listing Rules we are required
to review the part of the Corporate
Govemance Statement relating to 10
further provisions of the Code We have
nothing to report having performed
our review

Responsibilities for the financial
statements and the audit

Our responsibilities and those

of the Directors

As explained more fully in the Statement
of Directors’ Responsibilities, the Directors
are responsible for the preparation of the
financial statements and for being satisfied
that they give a true and fair view

QOur responsitility 1s to audit and express
an cpinion on the financial statements In
accordance with applicable law and ISAs
(UK & Ireland} Those standards require
us to comply with the Auditing Practices
Board's Ethica! Standards for Auditors

This report, ncluding 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 Companes Act 2006 and for no
other purpose We do not, In giving these
opinions, accept or assume responsibility
for any other purpose or to any other
person to whom this report 1s shown

or into whose hands it may come save
where expressly agreed by our pnor
consent in writing

What an audit of financial
statements involves

An audit Involves obtaining ewidence
about the amounts and disclosures in
the financial statements sufficient 1o give
reascnable assurance that the financial
statements are free from matenal

Other matter

We have reported separately on the
Company financial statements of Croda
Intemational Plc for the year ended

31 December 2015 and on the information
in the Directors’ Remuneration Report
that 1s descnbed as having been audited

rmisstaterment, whether caused by fraud
or eror This Includes an assessment of

fan Mnmom
- whether the accounting policies
are appropnate 1o the Group's

for and on behalf of
circumstances and have been

‘ hed and PricewaterhouseCoopers LLP
consistently applied an Chartered Accountants and
adequately disclosed, Statutory Auditors
- the reasonableness of significant Leeds
accounting estimates made by the 23 February 2016

Directors, and

-> the overall presentation of the
financial statements

We primanly focus our work in these areas
by assessing the Directors’ judgements
aganst avallable evidence, forming our
own judgements, and evaluating the
disclosures in the financial statements

We test and examine information, using
sampling and other auditing techruques,
1o the extent we consider necessary lo
provide a reasonable basis for us to draw
conclusions We obtan audit evidence
through testing the effectiveness of
controls, substantive procedures or

a combination of both

In addition, we read all the financial and
non-financial information in the Annual
Report to identify materal nconsistencies
with the audited financial statements and
o dentify any information that 1s apparently
matenally ncorrect based on, or materally
nconsistent with, the knowledge acquired
by us in the course of performing the

audt If we become aware of any apparent
material misstatements or inconsistencies
we consider the iImplications for our report

Croda International Plc
Annual Report and Accounts 2015
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Financial Statements

Group Consolidated Statements

Group Income Statement

for the year ended 31 Decamber 2015

2015 2015 2015 2014 204 2014

Reported Reported

Adjusted Adjustments Total Adjusted Adjustments Total

Note fm £m £m £m £m tm

Revenue 1 1,0817 - 1,0817 1,046 6 - 10466

Cost of sales {704 1) - {704 1) (703 Q) — (703 0}
Gross profit 3776 - 3776 3436 - 34386

Operating costs 2 (113 4) {2 4) {115 8) {95 2) 60} {101 2)
Operating profit 264 2 2 4) 2618 2484 B0) 2424
Financial costs 4 {102) - (10 2) (13 8) - (13 8)
Financial income 4 07 - 07 08 - 08
Profit before tax 2547 24 2523 2354 60) 2294
Tax 5 (71 2) - {71 2} {65 8} 16 {64 2)
Profit after tax for the year 3 1835 24 1811 169 6 (4 4) 1652

Attributable to

Non-controliing interests 04 {01)
Owners of the parent 1807 1653
1811 1652

Adjustments relate to exceptional tems acguisiion costs amorlisation of intangite assets ansing on acquistion and the tax thereon Seenote 3

Earnings per 10p share Pence Pence
Basic 7 1333 1219
Diluted 7 1323 1212

Group Statement of Comprehensive Income

for the year ended 31 December 2015

2015 204
Note £m £m
Profit for the year 1811 1652
Other comprehensive tncome/{expense)
{tems that will not be reclassified
subsequently to profit or loss
Remeasurements of post employment
benefit ocbligations 336 (157)
Tax on itemns that will not be reclassified S (6 6) 60
270 @97
items that may be reclassified
subsequently to profit or loss
Currency translation {31} 05
Other comprehensive income/{expense)
for the year 239 92
Total comprehensive income for the year 2050 1560
Attnibutable to
Non-controling interests 04 02
Owners of the parent 204 6 156 2
2050 156 0
Ansing from
Continuing operations 2050 1560

8 6 Croda Intermational Pl
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Group Balance Sheet
at 31 December 2015
2015 2014
Note £m £m
Assets
Non-current assets
Intangible assets 12 3378 244 9
Property, plant and equipment 13 4606 3878
Investments 15 10 08
Deferred tax assets 6 389 449
838 3 678 4
Current assets
Inventories 16 2216 20010 L—
Trade and other recewables 17 1561 1450
Cash and cash equivalents 19 578 476
4355 3936
Liabilities
Current habilities
Trade and other payables 18 (159 6) (127 5)
Borrowings and other financial habilities 19 (9 5) 259
Provisions 20 (4 9) 81}
Current tax liabilities {39 3) {37 4}
(213 3) (198 9)
Net current assets 2222 1947
Non-current habilities
Borrowings and other financial kabilises 18 (307 6) (201 9
Other payables {21) {19
Retrement benefit labilities 1 (78 8) (126 7) E
Provisions 20 89 102 BN
Defarred tax liabilities 6 (55 8) 434 I
{453 2) @84 o
Net assets 6073 4890 [
Equity @
Preference share capital 23 11 11
Ordinary share capital 21 140 140
Share capital 151 151
Share premium account 933 933
Reserves 482 4 3745
Equity atinbutable to owners of the parent €008 4829
Non-controlling interests in equity 25 65 61
Total equity 607 3 4890

WD;Enc:al statements on pages 86 to 125 were signed on behalf of the Board wha approved the accounts on 23 February 2016

h, QD

Anita Frew Jez Maiden
Chatrman Group Finance Director
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Croup Statement of Cash Flows

for the year ended 31 December 2015

2015 2014
Note £m £m
Cash flows from operating activities
Cash generated from operations 1 2821 2333
Interest pad (77) 94
Tax paid {66 8) {49 3)
Net cash generated from operating activities 2076 174 6
Cash flows from investing activities
Acquisition of subsidiaries 27 {104 Q) (19
Purchase of property, plant and equipment 13 927) 629
Purchase of other intangible assets 12 (08 (19
Proceeds from sale of property, plant and equipment 24 03
Cash paid against non-operating provisions 20 21 14
Interest received 07 08
Net cash used in investing activities (196 5) 670)
Cash flows from financing activities
New borrowings 88 2 1865
Repayment of borrowings (18 {184 6)
Capital element of finance lease repayments 1t 02) 02
Sale of own shares held in trust 21 12 11
Dividends paid to equity shareholders 8 (90 9) {881)
Net cash used in financing activities {35) (853
Net movement in cash and cash equivalents L 76 223
Cash and cash equivalents brought forward 456 230
Exchange differences i 26 03
Cash and cash equivalents carried forward 558 456
Cash and cash egquivalents carried forward comprise
Cash at bank and in hand 578 476
Bank overdrafts (2 0) 20)
558 456

88 Croda International Plc
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Group Cash Flow Notes

for the year ended 31 December 2015
{1} Reconcihation to net debt

2015 2014
Nots £m £m
Movement in cash and cash equivalents 1] 76 223
Movement in debt and lease financing 1] (86 2) {17)
Change in net debt from cash flows (78 6) 206
New finance lease contracts {0 5) 02
Exchange differences - 16
(79 1) 220
Net debt brought forward {180 2) (202 2)
Net debt carned forward 1] (259 3) {180 2
(n) Cash generated by operations
2015 2014
£m £m
Continuing operations
Adjusted operating profit 264 2 2484
Exceptional items - (59)
Acquisition costs and amortisation of iIntangible assets ansing on acquisition {2 4) {0 5}
Operating profit 2618 242 4
Adjustments for
Depreciation and amortisation 385 370
Net provisions charged (note 20) - 15
Share-based payments 47 41
Cash pard against operating provisions (note 20) (30) (10}
Pension fund contnbutions in excess of service cost (18 5) 30 2)
Movement in inventores {151) {72)
Movement in recewvables 69 (1o
Movement in payables 206 59
Cash generated by continuing operations 2821 2333
{in} Analysis of net debt
Cash Exchange Other
2015 flow movements non-cash 2014
£m £m £m £m £m
Cash and cash equivalents 578 76 26 - 478
Bank overdrafls {2 0) - - - 20
Movement in cash and cash equivalents 76 26
Borrowings repayable within one year (72} 65 {0) - (238
Borrowings repayable after more than one year {3071} (102 9} 25) - {201 7)
Finance leases {0 8) 02 - (0 5) {05
Movement in borrowings and other financial habihities (86 2} 26)
Total net debt (259 3) {78 6) - {0 5} {180 2)

{iv) Cash flow on exceptional items

The total cash outflow dunng the year in respect of exceptional tems, including those recognised in prior years’ ncome statements,

was £4 8m (2014 £3 9m)

Croda International Plc
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Financial Statements | Group Consolidated Statements

Group Statement of Changes in Equity

for the year ended 31 December 2015

Share Non-
Share premium Other Retainad controlling Total
caplital account resarves eamings interests equity
Note £m £m £rn £m £m £m
At 1 January 2014 151 833 05 304 2 63 4194
ProfitA{loss) for the year - _ _ 1653 01 1852
Other comprehensive Income/{expense) - ~ 06 07 ©1 82
Total comprehensive income/{expense)
for the year - - 06 1556 02 156 0
Transactions with owners
Dwidends on equity shares 8 - - - (881 - Ba1
Share-based payments - - - 06 - 06
Consideration received for sale of own shares
held in trust - - - 11 - 11
Total transactions with owners - - - @86 4) - (86 4)
Total equity at 31 December 2014 151 933 11 373 4 61 4880
At 1 January 2015 151 a33 11 3734 61 4890
Profit for the year - - - 1807 04 1811
Other comprehensive {expense)/income - - 31 270 -~ 239
Total comprehensive (expense)/income
for the year - ~ {31) 2077 04 2050
Transactions with owners
Dividends on equity shares 8 - - - 809) - {809}
Share-based payments - - - 30 - 30
Consideration received for sale of own shares
held in trust - - - 12 - 12
Total transactions with owners - - - 867) - (867)
Total equsty at 31 December 2015 151 933 (20) 494 4 65 6073

Other reserves include the Capital Redemption Reserve of £O 9m (2014 €0 9m) and the Translation Resarve of £{2 9)m (2014 £0 2m)
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Group Accounting Policies

The pnncipal accounting policies
adopted in the preparation of these
financtal statements are set out below
These policies have been consistently
applied to all the years presented,
unless otherwise stated

Basis of preparation

The consolidated financial statements
have been prepared under the historical
cost convenition, In accordance with
International Financiat Reporting Standards
Interpretations Committee (IFRSIC) and
the Compantes Act 2006 applicable

to companies reporting under IFRS

The standards used are those published
by the Intemational Accounting Standards
Board (IASBE) and endorsed by the EU

at the time of preparing these statements
(February 2016) A summary of the more
important Group accounting policies I1s
set out below

Going concern

The financial statements which appear

on pages 86 to 125 have been prepared
on a going concern basis as, after making
appropriate enquines, Including a review
of forecasts, budgets and banking facilities,
the Directors have a reasonable expectation
that the Group has adequate resources

to continue in operational existence

Accounting estimates and judgements
The Group's crtical accounting policies
under IFRS have been set by management
with the approval of the Audit Committee
The application of these policies requires
estimates and assumptions to be made
concerning the future and judgements

to be made on the applicability of policies
to particular situations  Estimates and
judgements are continually evaluated

and are based on historical expenence
and other factors, Including expectations
of future events that are believed to be
reasonable under the circumstances
Under IFRS an esttmate or judgement may
be considered critical if it nvolves matters
that are highly uncertain or where different
estimation methods could reasonably have
been used, or if changes in the estmate

that would have a matenal impact on

the Group’s results are likely to occur from
penod to period The critical judgements
required when prepanng the Group’s
accounts are as follows

) Prowisions - as disclosed i note 20,
the Group has made prowvision for
patential environmental labilities
The rattonale behind these and other
provisicns Is discussed in note 20, with
consideration of contingent labilities
disclosed in note 28 The Directors
beleve that these provisions are
appropnate based on information
currently avallable

() Business combmations ~ on the
acquisition of a business, far values
are attnbuted to both tangible
and intangible identifiable assets,
labiiies and contingent labilities
The recogrition, completeness and
valuation of separately identfiable
intangible assets 1s complex and
requires estimates and judgements,
which are made in conunction with
the Group's valuations specialists

Goodwill 1s the difference between
the far value of the consideration and
the farr value of net assets acquired

() Goodwill and far value of assets
acquired (note 12) — under IFRS,
management are required to
undertake an annual test for
imparrment of ndefintte ived assets
such as goodwill Accordingly, the
Group tests annually whether goodwill
has suffered any impairment and
the Group's goodwill value has been
supported by detailled value-in-use
calculations relating to the recoverable
amounts of the underlying cash
generating urits (‘CGUS') These
calculations require the use of
estimates to enable the calculation
of the net present value of cash flow
projections of the relevant CGLU,
the cntical estimates are as follows

- Growth in EBITDA (calculated as
operating profit before depreciation
and amortisation) — estimated at
between 3% and 5% long term,

a prudent estimate given the
Group's histonc growth rates

= Timing and quantum of capital
expenditure — estimated to grow
from current levels at the same
3% to 5% rates

= Selection of appropriate discount
rates to reflect the rnisks involved
- typically the Group's weighted
average cost of capital would be
used as a starting point unless
the nsk profile of a particular
acquired bustness warranted
different treatment

Currently, recoverable amounts
significantly exceed camrying values,
including goodwill, there 1s thus no
impairment within a reasonable range
of assumptions Goodwill anising on
acquisition s allocated to the CGU
that 1s expected to benefit from the
synergies of the acquisition Such
goodwill 1s then incorporated into the
Group’s standard mparment review
process as descrbed above

(v) Retirement benefit labilities — as
disclosed in note 11, the Groupy's
principal retirement benefit schemes
are of the defined benefit type Year
end recognition of the liabilities under
these schemes and the valuation of
assets held to fund these liabilities
reguire a number of significant
assumptions to be made, relating
to levels of scheme membership,
key financial market Indicators such
asinflation and expectations on
future salary growth and asset returns
These assumptions are made by
the Group in conjunction with the
schemes’ actuanes and the Directors
are of the view that any estimation
should be prudent and in Iine with
CONSENsUS opinion

Croda International Plc 9—]
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Financtal Statements | Group Accounting Policies

Accounting estimates and judgements

continued

{v} Taxation - the Group Is subject to
corporate Income taxes In nuUMercus
junsdictions Significant judgement
1s often required in determining
the worldwide expense and hability
for such taxes, including consideration
of the potentral impact of transfer
pncing There are many transactions
and calculations where the ullimate tax
determination I1s uncertain during the
ordinary course of business The Group
recognises llabiliies for tax 1ssues
based on estimates of whether
addtional taxes will be due, based on
its best interpretation of the relevant
tax laws and rules Where the final tax
outcome of these matters 1s different
from the amounts that were initially
recorded, such differences will impact
the income tax and deferred tax
provisions in the penod in which
such determination 1s made

Changes 1n accounting policy

() New and amended standards adopted
by the Group — the following standards
have been adopted by the Group
for the first time for the financial year
beginning on 1 January 2015, none
of which have a matenal impact on
the Group

A further amendment to IAS 19,
'Employee benefits’ on defined benefit,
was designed to clanfy the apphcation
of the standard to plans that require
employees or third parties to contnbute
towards the cost of benefits
Contnbutions that are Inked to service,
but do not vary with the length of the
employee service are deducted from
the cost of benefits eamed n the penod
that the service 1s provided However,
contnbutions that vary according to
the length of senvice are spread over
the service penod Contnbutions not
linked to service are reflected in the
measurement of the balance sheet
hability The mpact of this amendment
has been assessed and 15 not considered
to have a matenal mpact on the Group

92 Croda International Plc
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{n)

Annual mprovements to IFRSs 2010
- 2012 cycle and 2011 - 2013 cycle
have been applied to the financial
statements These are not considered
to have a matenal impact on the Group

Other standards, amendments and
interpretations which are effective
for the financial year beginring on

1 January 2015 are not matenal

to the Group

New standards and interpretations
not yet adopted — a number of

new standards and amendments

to standards and interpretations are
effective for annual penods beginning
after 1 January 2015, and have not
been appled in prepanng these
consoldated financial statements
None of these are expected to have a
significant effect on the consohdated
financial statements of the Group,
except the following set out below

IAS 1, ‘Presentation of financial
statements’ clanfies guidance n IAS 1
on matenality and aggregation, the
presentation of subtotals, the structure
of financial statements and the
disclosure of accounting policies The
amendments form a part of the IASB's
Disclosure Intiative, which explores
how financial statement disclosures
can be mproved The changes to
disclosures are not considered to have
a matenal impact on the presentation
of the accounts

IFRS 15, ‘Revenue from contracts
with customers’ deals with revenue
recognition and establishes pnnciples
for reporting useful information tc
users of financial statements about the
nature, amount, timing and uncertainty
of revenue and cash flows ansing from
an entity's contracts with customers
Revenue Is recognised when a
customer obtans control of a good

or service and thus has the abibty to
drect the use and obtain the benefits
from the good or service The standard
replaces |AS 18 ‘Revenue’ and IAS 11

‘Construction contracts’ and related
interpretations The standard I1s
effective for annual penods beginning
on or after 1 January 2018 and earlier
application is permitted subject to EU
endorsement The Group 1$ assessing
the mpact of IFRS 15 At this stage,
the Group 1s not able to estimate the

impact of the new rules on the Group's

financial statements The Group will
makea more detaled assessments of
the impact over the next 12 months

IFRS 16, ‘Leases’ will require lessees
to recognise a lease hability reflecting
future lease payments and a ‘nght-of-

use asset’ for virtually all lease contracts

Under IAS 17, lessees are required to
make a distinction between a finance
lease {on balance sheet) and an
operating lease (off balance sheet)
The IASB has ncluded an optional
exemption for certan short term
leases and leases of low-value assets,
however, this exemption can only be
apphed by lessees The standard s
effective for annual perods beginning
on or after 1 January 2019 At this
stage, the Group I1s not able to estimate
the 'mpact of the new rules on the
Group's financial staterents, although
this 18 not expected to be matenal
The Group will make more detalled
assessments of the impact over the
next 12 months

There are no other IFRSs or IFRIC
interpretations that are not yet effective
that would be expected to have a
rmatenal impact on the entity in the
current or future reporting penods and
on foreseeable future transactions

Group accounts

General information

Croda Intemational Plc 1s a public imited
company, which 15 isted on the London
Stock Exchange and incorporated

and domucilled in the United Kingdom
The address of its registered office

can be found on page 140




Subsidiaries

Subsidiaries are all entites (including
structured entittes) over which the
Group has contral The Group controls
an entity when the Group 1s exposed

to, or has nghts to, vanable returns from
its involvernent with the entity and has
the ability to affect those returns through
its power over the entity Subsidianes
are fully consohdated from the date on
which control is transferred to the Group
They are deconsolidated from the date
that control ceases

The Group uses the acquisition method
of accounting to account for business
combinations The consideration
transferred for the acquisition of a
subsidiary is the far value of the assets
transferred, the labilities incurred

and the equity interests 1ssued by the
Group Acquisition costs are expensed
as incurred

Identfiable assets acquired, and habilties
and contingent labilies assumed, in a
business combination are measured intially
at therr far values at the acquisition date,
irespective of the extent of any minority
interest The excess of the cost of acquisition
over the Group's share of ident/fiable net
assets acquired Is recorded as goodwill

Inter-company transactions, balances
and unrealsed gains on transactions
between Group companies are
ehminated Unreahsed losses are also
elimnated Accounting policies of
subsidiaries have been changed where
necessary to ensure consistency with
the policies adopted by the Group

Transactions with

non-controlling interests

The Group treats transactions with
non-controling interests as transactions
with the equity owners of the Group
For purchases from non-controlling
interests, the difference between any
constderation paid and the relevant
share acquired of the carrying value of
ret assets of the subsidiary 15 recorded
as equity Gains or losses on disposals
to non-controlling interests are also
recorded in equity

Intangible assets

Goodwill

On the acquisition of a business, farr
values are attnbuted to the net assets
acquired Goodwill anses where the

far value of the constderation given for

a business exceeds such net assets
Goodwil ansing on acquisitions 1S
capitalised and carried at cost less
accumulated impatment losses Goodwill
1S subject to impairment review, both
annually and when there are indications
that the carrying value may not be
recoverable For the purpose of impairment
testing, assets are grouped at the lowast
levels for which there are separately
identifiable cash flows, known as cash
generating units (*CGUs") If the
recoverable amount of the CGU 1s less
than the carrying value of the goodwill,
an imparment loss s recognised
immediately aganst the goodwll value
The recoverable amount of the CGU 1s
the higher of far value less costs to sell
and value In use Value In use Is estmated
with reference to estmated future cash
flows discounted to net present value
using a discount rate that reflects the nsks
specific to the CGU Typically the Group's
weighted average cost of capital would
be used as a starting point unless the
nsk profile of a particular acquired
business warranted different treatment
The Group uses prudent growth estmates
that track below the Group's histonc
growth rates

Other intangible assets arising

on acquisition

On acquisiion, ntangible assets other
than goodwill will be recognised If they
can be identified through being separable
from the acquired entity or anising from
specific contractual or legal nghts Once
recognised, such intangible assets will
be intially valued using erther the ‘market
approach’ (where a well defined external
market for the asset exsts), the ‘income
approach’ {which looks at the future
incorme the asset will generate) or the
‘cost approach’ {the cost of replacing
the asset), whichever 1s most relevant

to the asset under consideration

Following inmal recognition, the asset
will be written down on a straight ine
basis over its useful ife Usefu! ives
are regularly reviewed t0 ensure ther
continuing relevance

Research and development
Research expenditure, undertaken with
the prospect of gaining new scientific or
technical knowledge and understanding,
Is charged to the ncome statement in
the year n which it 1s incurred  Internal
development expenditure, whereby
research findings are applied to a plan
for the production of new or substantially
improved products or processes,

1s charged to the income statement in
the year (n which it1s incurred unless

it meets the recognition cntenia of IAS 38
‘Intangible Assets’ Measurement and
other uncertainties generally mean that
such cnteria are not met Where, however,
the recognition critena are met, intangible
assets are capitalised and amortised
over therr useful economic lives from
product launch Intangible assets relating
to products in development are subject
to imparment testing at each balance
sheet date or earlter upon indication of
imparment Any imparment losses are
wnitten off immediately to Income

Computer software

Acquired computer software licences
covering a period of greater than one
year are capitalised on the basis of ithe
costs incurred to acquire and bnng to
use the specific software These costs
are amortised over therr estimated
useful Ives (three to five years)
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Revenue recogmition

Sale of goods

Revenue compnises the far value for the
sale of goods, excludes inter-company
sales and value-added taxes and represents
net invoice value less estmated rebates,
returns and settement discounts

The Group supplies products to customers
from its various manufacturing sites and
warehouses and in some lmited instances
from consignment inventory held on
customer sites, under a vanety of
standard terms and conditions In each
case revenue I1s recognised when the
transfer of legal titke, which g defined and
generally accepted in the standard terms
and conditions, anses between the Group
and the custormer This will nearly always
be on dispatch or delivery, but never
before dispatch Provisions for sales
discounts and rebates to customers are
based upon the terms of sales contracts
and are recorded In the same penod

as the related sales as a deducton

from revenue The Group estimates the
provision for sales discounts and rebates
based on the terms of each agreement
at the time the revenue is recognised

Royalties and profit

sharing arrangements

Revenues are recognised on an accruals
basis In accordance with the substance
of the underlying agreement, subject

to reliable measurement of the amounts

Interest and dividend ncome
Interest Income 1s recognised on a
time-proportion basis using the effective
nterest method

Dividend income is recognised when the
nght to receve payment i1s established

Segmental reporting

An operating segment 1S a group

of assets and operations engaged in
providing products and services that
are subject to nsks or returns that are
different from those of other segments
Operating segmenits presented in the
financial statements are consistent
with the internal reporting prowided to
the Group’s Chief Operating Decision
Maker, which has been identified

as the Group Executive Committee
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Employee benefits

Pension abhgations

The Group accounts for pensions and
similar benefits under IAS 19 'Employee
Benefits' (revised) In respect of defined
benefit plans {pension plans that define
an amount of pension benefit that

an employee will receive on retirement,
usually dependent on one or more
factors such as age, years of service and
compensation), obhigatons are measured
at discounted present value whilst ptan
assets are recorded at farr value The
liability recogrused in the balance shest
In respect of defined benefit pension
plans is the net of the plan obhgations
and assets No allowance is made in
the past service lability in respect of
either the future expenses of running
the schemes or for non-service related
death In service benefits which may
anse in the future The operating costs
of such plans are charged to operating
profit and the finance costs are
recognised as financial ncome or an
expense as appropnate Service costs
are spread systematically over the lives
of employees and financing costs are
recognised in the penods n which
they anse Actuanal gains and losses
are recognised In the Statement of
Comprehensive Income Payments

to defined contnbution schemes
{pension plans under which the Group
pays fixed contnbutions Into a separate
entity) are charged as an expense as
they fall due

Other post-retirement benefits

Some Group companies provide
post-retrement healthcare benefits to
therr retirees The entitlement to these
benefits 1s usually conditional on the
employee remaning in service up to
retrement age and the completion of a
minimum service penod The expected
costs of these benefits are accrued over the
period of employment using an accounting
methodology similar to that for defined
benefit pension plans Actuanal gains

and losses are recogrised in the
Statement of Comprehensive Income
These obligatiens are valued annually

by independent qualified actuanes

Termination benefits

Termination benefits are payable

when employment 1s terminated by

the Group before the normal retrement
date, or whenever an employee accepts
voluntary redundancy in exchange for
these benefits The Group recognises
termination benefits when it 1s demonstrably
committed to either {) termmating the
employment of current employees
according to a detalled formal plan without
possibiity of withdrawal or {1} providing
termination benefits as a result of an offer
made to encourage voluntary redundancy

Share-based payments

The Group operates a number of cash
and equity-settled, share-based inceniive
schemes These are accounted for in
accordance with IFRS2 *Share-based
Payments’, which requires an expense
to be recognised in the income statement
over the vesting period of the opticns
The expense 1$ based on the far value
of each instrument which is calculated
using the Black-Scholes or binomial
model as appropriate Any expense

15 adjusted to reflect expected and
actual levels of options vesting, as the
Group does not use market-based
performance cnteria

Currency translations

Functional and presentation currency
items included n the financial statements
of each of the Group's entites are
measured using the currency of the
pnmary economic environment in which
the entity operates (‘the functional
currency’} The consolidated financial
staterments are presented in Sterling,
which is the Company's functicnal

and presentation currency

Transactions and balances
Monetary assets and habilities are
translated at the exchange rates ruling
at the end of the financial penod
Exchange profits or losses on trading
transactions are included in the Group
Income statement except when
deferred In equity as gualifying cash
flow hedges and qualifying net
Investment hedges




Group companies

The results and financial position of all
the Group entities that have a functional
currency different from the presentation
currency are translated into the
presentaton currency as follows

) assets and habilities for each balance
sheet presented are translated at
the closing rate at the date of that
balance sheet,

(il ncome and expenses for each Income
statement are translated at average
exchange rates (unless this average
IS not a reasonable approximation
of the cumulative effect of the rates
prevailing on the transaction dates,

In which case Income and expenses
are translated at the dates of the
fransactions), and

() all resulting exchange differences are
recognised as a separate component
of equity

On consolidation, exchange differences
ansing from the translation of the net
investment in foreign entities, and of
borrowings and other currency instruments
designated as hedges of such investments,
are taken to shareholders’ equity

When a foreign operation 1s sold, such
exchange differences are recognised
in the ncome statement as part of the
gan or loss on sale

Taxation

The charge for taxation 1s based on the
profit for the year and takes into account
taxation deferred because of temporary
differences between the treatment of
certan items for taxatton and for accounting
purposes Temporary differences anse

on differences between the carrying value
of assets and habilities in the financial
staternents and therr tax base and
primanly relate to the difference between
tax allowances on tangble fixed assets
and the coresponding depreciation charge,
and upon the pension fund defict Full
proviston I1s made for the tax effects of
these differences No prowision 1s made for
unrernitted eamings of foraign subsidianes

where there 1S no commitment to remit
such earnings Similarly, no provision Is
made for temporary differences relating to
investments in subsidianes since reahsation
of such differences can be controlled and
15 not probable in the foreseeable future
Deferred tax assets are recogrused, using
the llability method, to the extent that it s
probable that future taxable profit will be
avallable against which the temporary
differences can be utiksed

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

Exceptional items

Exceptional tems are those tems that

in the Directors’ view are required to be
separately disclosed by virtue of therr size
or incidence to enable a full understanding
of the Group's financial performance

In the prior year all exceptional items
related to recrganisation costs There
were no exceptional items in the current
year Detals can be found in note 3

on page 99

Income statement presentation
The acguisttion in 2015 of Incotec and the
acquisitions in 2014 of AM Coatings and
JD Honzons increased acquisition costs
and amortisation of acquired intangible
assets If the nght targets can be found,
these costs are likely to Increase in the
future To avoid distorting the underlying
trend Iin profitability, the Group introduced
the defintions ‘Adjusted operating profit’,
‘Adjusted pre-tax profit’ and 'Adjusted
earnings per share’ In each case
acquisition costs, amortisation or wnte-off
of intangible assets ansing on acquisition
and exceptional items, ncluding the
respective tax effect, are excluded

The Group Income staterent has been
produced in a columnar format to
further aid this analysis

Property, plant and equipment
Property, plant and equipment 15 stated
at historical cost less depreciation, with
the exception of assets acquired as part
of a business combination which are

inhally recorded at far value Cost includes
the onginal purchase price of the asset
and the costs attrbutable to bninging

the asset to its working condion for its
intended use The Group's policy 15 to
write-off the difference between the cost
of all property, plant and equipment,
except freehold land, and therr residual
value on a straight line basis over their
estimated useful ives Reviews are made
annually of the estimated remaming lives
and residual values of indmdual productive
assets, taking account of commercial
and technological obsolescence as well
as normal wear and tear, and adjustments
are made where appropnate Under this
policy it becomes impractical to calculate
average asset lives exactly However,

the total lives range from approximately
15 to 40 years for buldings, and 3 to 15
years for plant and equipment All individual
assets are reviewed for mpairment when
there are Indications that the carrying value
rmay not be recoverable By far the bulk
of the Group's ‘plant and equipment’ asset
class relates to the value of plant and
equipment at the Group's manufactunng
faciities Conseguently, the Group does
not seek to analyse out of this class
other items such as motor vehicles

and office equipment

Impairment of non-financial assets
The Group assesses at each year end
whether an asset may be impared

If any evidence exists of mparment,

the estmated recoverable amount

1s compared to the carrying value of

the asset and an imparment 0§51
recognised where appropnate The
recoverable amount 1s the higher of an
asset's value in use and far value less
costs to sell In addiion to this, goodwall
15 tested for mpairment at least annually
Non-financial assets other than goodwill
which have suffered impairment are
reviewed for possible reversal of the
imparment at each reporting date
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Leases

Assets acquired under finance leases
are ncluded in the balance sheet

under property, plant and equipment

at an amount reflecting the lower of the
present value of future rentals and the
far value of the asset and are depreciated
over the shorter of the lease term and
ther estmated useful ives The capital
element of future lease rentals 1S Included
in borrowings  Finance charges are
allocated to the iIncome statement each
year in proportion to the capital element
outstanding The cost of operating leases
15 charged to the iIncome statement on

a straight ine basis over the lease penod

Denvative financial instruments
The Group uses dernvative financial
nstruments o hedge its exposure to
interest rates and short term cumrency
rate fluctuations

Derivative financial instruments are
recorded intially at cost Subsequent
measurement depends on the designation
of the instrument as either (i) a hedge of the
far value of recognised assets or habilities
or a firm commitment {fair value hedge),

or (i) a hedge of highly probable forecast
transactions (cash flow hedge)

{i) Fair value hedge

Changes in the far value of dervatives,
for example interest rate swaps and
foreign exchange contracts, that are
designated and qualify as far value
hedges are recorded in the income
statement, together with any changes
in the fair value of the hedged asset
or hability that are attnbutable to the
hedged nsk

(i) Cash flow hedge

The effective portion of changes

in the farr value of denvatives that are
designated and qualify as cash flow
hedges are recognised in equity The
gamn or loss relating to the ineffective
portion 1s recognised immediately in the
income statement Amounts accumulated
In equity are recycled in the income
statemment in the penods when the hedged
item wall affect profit or loss (for nstance

9 6 Croda International Pic
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when the forecast sale that 1s hedged
takes place) However, when the forecast
fransaction that 1s hedged results in

the recognition of a non-financial asset
{for example, inventory} or a ability,

the gains and losses previously deferred
in equity are transferred from equity
and included in the initial measurement
of the cost of the asset or hability When
a hedging instrument expires or Is sold,
or when a hedge no longer meets

the cntena for hedge accounting, any
cumulative gain or loss existing N equity
at that tme remains in equity and I1s
recognised when the forecast transaction
15 uthimately recogrused in the income
statement When a forecast transaction
15 no longer expected to occur,

the cumulative gain or loss that was
reported in equity 1Is immediately
transferred to the Income statement

Certain denvative instruments do not
qualfy for hedge accountng Changes
in the fair value of any dervative
Instruments that do not qualify for
hedge accounting are recognised
immediately in the iIncome statement

Borrowings

Borrowings are recognised mitally at far
value, net of transaction costs incurred
Any difference between the proceeds
(net of transaction costs) and the
redemption value Is recognised in

the income statement over the penod
of the borrowings using the effective
interest method Borrowings are
ctassified as current labilibes unless
the Group has an unconditional nght
to defer settlement of the llability for

at least 12 months after the balance
sheet date

Borrowing costs

General and specific borrowing costs
directly attnbutable to the acquisition,
construction or production of qualfying
assets, which are assets that necessarily
take a substantial pencd of time to get
ready for therr ntended use or sale, are
added to the cost of those assets, until
such time as the assets are substantially
ready for ther ntended use or sale

Trade and other payables

Trade and other payables are recognised
irutially at farr value and subsequently
measured at amortised cost using the
effective interest method

Inventones

Inventories are stated at the lower of cost
and net realisable amount on a first in first
out basis Cost comprises all expenditure,
Including related production overheads,
incurred in the normal course of business
in bringing the inventory to s location and
conchtion at the balance sheet date Net
realisable amount 1s the estmated selling
price in the ordinary course of business
less any applicable vanable seling costs
Proviston 1s made for obsolete, slow
moving and defective inventory where
appropnate Profits ansing on intra

Group sales are eliminated in so far as

the product remains i Group inventory

at the year end

Trade and other receivables

Trade and other recevables are recognised
mitrally at far value and subsequently
measured at amortised cost, using the
effective iInterest method, less imparment
losses A provision for impairment is
made when there 1S objective evidence
that the amount will not be collectible
Such amounts are written down to

ther estimated recoverable amounts,
with the charge being made to
operating expenses

Cash and cash equivalents

Cash and cash equivalents compnse
cash balances and short term deposits
Bank overdrafts that are repayable

on demand and form an integral part
of the Group's cash management are
included as a component of cash and
cash equivalents for the purpose of the
staternent of cash flows Cash and bank
overdrafts are offset and the net amount
reported in the balance sheet when
there 1s a legally enforceable nght to
offset the recognised amounts, there 1S
an intention to settle on a net basis and
interest 1s charged on a net basis




Environmental, restructunng

and other provisions

The Group 15 exposed to environmental
llabilities retating to its operations and
llabilities ansing from the restructuring
of its operations following the acquisition
of Unigema Provisions are made
immediately where a constructive

or legal obhgation 1s identified, can be
quantified and i Is regarded as maore
hkely than not that an outflow of resources
will be required to settle the obhgation
The Group does consider the mpact of
discounting when establishing provisions
and provisions are discounted when

the impact 1s matenal and the timing

of cash flows can be estimated with
reasonable certamnty

Share capital

Investment in own shares

() Employee share ownership trusts —
shares acquired by the trustees of the
employee share ownership trust (the
Trustees), funded by the Company and
held for the continuing benefit of the
Company are shown as a reduction

in equity attributable to owners of the
parent Movements in the year anising
from additicnal purchases by the Trustees
of shares or the receipt of funds due to
the exercise of options by employees are
accounted for withn reserves and shown
as a movement in equity attnbutable

to owners of the parent in the year
Administration expenses of the trusts
are charged to the Company’s income
staternent as ncurred

(1) Treasury shares - where any Group
company purchases the Company's
equity share capital as treasury shares,
the consideration paid, including any
directly attnbutable incremental costs
{(net of Income taxes} 1s deducted from
equity attnbutable to the Company's
equity holders until the shares are
cancelled, reissued or disposed of Where
such shares are subsequently sold or
reissued, any consideration received, net
of any directly atinbutable ncremental
transaction costs and the refated income
tax effects, 1s ncluded in equity attnbutable
to the Company's equity holders

Preference share capital

Preference share capital 1s classified

as equity as the Group has full discretion
over the transfer of benefits associated
with the shares

Dividends

Dmdends on preference shares are
recognised as a labiity on an accruals
basis Other dvidends are recognised as
a hability when the hability ts irrevocable
Accordingly, final dvidends are recognised
when approved by shareholders and
interim dividends are recognised

when paid

Investments

Investments in quoted securnties are
treated as ‘avallable for sale’ and stated
at far value, being the appropnate quoted
market value, with movements in the
far value being recognised in equity
Investments in unquoted secunties are
camed at farr value uniess such value
cannot be rellably measured, in which
case the mvestments are carned at cost
iInvestments are subject to imparment
testing at each balance sheet date or
earlier upen indication of Imparment
Held to matunty investments are
measured at amortised cost using

the effective Interest rate method
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Financial Statements

Notes to the Group Accounts

1 Segmental analysis

With effect from May 2014, in order to catalyse faster sales growth and sharpen innovation further, the Group’s business was
reorganised From this date four global market sectors, Personal Care, Life Sciences which incorporates our Health Care and
Crop Care business areas, Performance Technologies and Industnal Chemicals were created The new structure combines sales,
marketing and research by sector into dedicated global teams These are the segments for which summary management information
is presented to the Group's Executive Committee, which 1s deemed to be the Group’s Chief Operating Decision Maker A review
of each sector can be found within the Strategic Report on pages 16 to 22

There 1s no matenial trade between segments Segmental results include tems directly attributable to a specific segment as well
as those that can be allocated on a reasonable basis Segment assets consist primarily of property, plant and equipment, goodwill,
inventories and trade and other recewvables

2015 2014
£m fm
Income statement
Revenue
Personal Care 3773 3681
Life Sciences 2313 2045
Performance Technologies 3548 3552
Industnal Chemicals 118 3 178
Total Group revenue 1,0817 1,046 6
Adjusted operating profit
Personal Care 124 5 1173
Life Sciences 76 2 647
Performance Technologies 56 8 638
Industnal Chemicals 67 26
Total Group operating profit (before exceptional items, acquisthon costs and amortisation of ntangible assets
arnsing on acguisition) 264 2 2484
Exceptional items, acquisiion costs and amorhisation of intangible assets ansing on acquisition” (2 4) {6 0}
Total Group operating profit 2618 2424
Relate to Persenal Care £0 4m (2014 £2 Om) Life Sciences £19m (2014 €1 1m) Performance Technologies £0 tm (2014 £2 2m)
and Industrial Chemicals Cnil 2014 £0 7m)
Balance sheet
Total assets
Segment total assets
Personal Care 5055 454 2
Life Sciences 2294 10386
Performance Technologies 3123 2006
Industrial Chemicals 1289 1303
Total segment assets 11761 9787
Tax assets 389 449
Cash and nvestments 588 484
Total Group assets 1,273 8 10720
Capital expenditure and depreciation
2015 2014
£m £m
Additions to Additionsto
non-current Depreciationand non-currgnt Dapreciation and
assats amartrsation assets amortisation
Personal Care 298 121 201 133
Life Sciences 164 69 132 58
Performance Technologies 385 143 253 126
Industnial Chemicals 101 52 79 53
Total Group 948 385 66 & 370
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The Group manages Its business segments on a global basis The operations are based manly in the following geographical areas,
Europe, with manufacturing sites in the UK. France, the Natherlands, ltaly and Spain, the Amencas, with manufactunng sites in the
US and Brazl, and Asta, with manufactunng sites in Singapore, Japan, India, Chuna and Indonesia

The Group’s revenue from external customers In the UK 1s £43 6m (2014 £48 5m), In Germany 1s £100 Om (2014 £107 6m), n the
US s £285 2m (2014 £252 6m) and the total revenue from external customers from cther countnes 1s £652 9m (2014 £637 9m)

The total of non-current assets other than financial instruments and deferred tax assets located in the UK 1s £92 6m {2014 £83 3m),
and the total of the non-current assets located in other countnes s £413 8m (2014 £315 8m) Goodwill has not been split by
geography as this asset 1s not attnbutable to a geographical area

No single external customer represents more than 3% of the total revenue of the Group

2 Operating costs

2015 2014
£m £m

Analysis of net operating expenses by function —
Distnbution costs 403 389
Administrative expenses 755 623
1158 1012

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

3. Profit for the year

2015 2014
£m £m
The Group profit for the year is stated after charging/{crediting)
Depreciation and amortisation {note 12 & 13} 385 370
Staff costs (note 9) 1912 1657
Redundancy costs
Non-exceptional 18 09
Exceptional - 38 L—
Inventories Z
Cost recognised as expense In cost of sales 6074 6154 g
Proviston increase in year 33 32 3
Research and development 250 27 B
Hire of plant and machinery and other operating lease rentals 56 54 z
Net foreign exchange (06) 0y E
Bad debt charge (note 17) 10 02

Adjustments in the Group Income statement of £2 4m include acquisition costs of £2 Om (2014 £0 2mj), amortisation of ntangible
assets arising on acquisition of £0 4m {2014 £0 3m) and the tax thereon of £nil (2014 £1 6m) Also included are Cril (2014 £5 5m)
of costs associated with the reorganisation of the Group dunng the year

2015 2014

£m £m_ .
Services provided by the Group’s auditors
Audit services
Fees payabte to the Group auditor for the audit of parent company and consolidated financial statements a1 01
Fees payable to the Group auditor and its associates for the audit of the Company’s subsidiaries 07 07
Other audit services
Tax complance services 03 04
Qther services 01 -

12 12
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4. Net financial costs

2015 2014
£m fm
Financial costs
$100m US loan note due 2020 39 36
2010 Club faciity due 2015 - 23
2014 Club faciity due 2020 27 19
Capitalised interest (0 8) -
Net interest on retrement benefit habilities 33 44
Other bank loans and overdrafts 11 16
102 138
Financial ncome
Bank interest recevable and similar income 07) 08
Net financial costs 95 130
5. Tax
2015 2014
£m £m
{a) Analysis of tax charge for the year
UK current corporate tax 122 122
Overseas current corporate taxes 561 426
Current tax 683 548
Deferred tax {note 6) 29 a4
712 64 2
{b) Tax on items charged/{credited) to equity
Deferred tax on actuanal movement on retirement benefit iabiities 66 B0
Deferred tax on share based payments 02 05
68 (55)
{c) Factors affecting the tax charge for the year
Profit before tax 2523 2294
Tax at the standard rate of corporation tax in the UK, 20 25% (2014 21 5%) 511 493
Effect of
Deferred tax rate change (07} -
Tax cost of remitting overseas income 1o the UK 11 04
Expenses and wite-offs not deductible for tax purposes 13 05
Effect of higher overseas tax rates 184 140
712 642

Croda's 2015 effective corporate tax rate of 28 0% 15 significantly higher than the UK'’s standard rate of 20 25% Croda operates n
many tax junsdictions other than the UK, both as a manufacturer and distnbutor, with the majority of those junsdictions having rates
higher than the UK, considerably so in some cases It 1s the exposure to these different tax rates that increases the effective tax rate
above the UK standard rate and also makes it difficult to forecast the Group's future tax rate with any certainty given the unpredictable
nature of exchange rates, indwvidual economies and tax legislators Other than the exposure to higher overseas tax rates, there are
no significant adjustments between the Group's expected and reported tax charge based on its accounting profit Given the global
nature of the Group, and the number of associated cross-border transactions between connected parties, we are exposed to
potential adjustments to the pnce charged for those transactions by tax authonties However, we would not expect such adjustments,

if any, to have a matenal impact on the Group’s tax charge in future years

The main rate of UK corporation tax reduced from 21% to 20% from 1 Apnl 2015 Further reductions to the UK tax rate have
been announced that will reduce the rate to 18% by 1 April 2020, although for 2016 the rate as currently enacted will be 20%
The future changes to rates were substantively enacted on 26 October 2015 Overseas lax I1s calculated at the rates prevailing
in the respective Junsdictions
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6. Deferred tax [
2015 2014
£m £m
The deferred tax balances mcluded in these accounts are attnibutabie to the following
Deferred tax assets
Retirement benefit obligations 229 313
Provisions 160 136
389 449
Defarred tax habihties
Excess of capital allowances over depreciation 441 403
Revaluation gains 19 19
Acquired intangibles 87 -
Other 11 12
5568 43 4
The movement on deferred tax balances duning the year 1s summarised as foliows
Deferred tax (charged)/credited through income statement
Continuing operations 29 (104
Exceptional items - 10
Deferred tax (charged)y/credited directly to equity {note 5(b)) {6 8) 55
Acquisition {8 5) -
Exchange differences {02 03
(18 4) 38)
Net balance brought forward t5 &1
Net balance carned forward (16 9} 15
Deferred tax {charged)/credited through the income statement relates to the following
Retirement benefit obligations 23 (73
Excess of capital allowances over depreciatton 31) (11)
Exceptional items - 10
Other 25 {2 0}

(2 9) (9 4)

Deferred tax i1s calculated in full on temporary differences under the hability method at rates appropriate to each subsidiary
Deferred tax expected to reverse in the year to 31 December 2016 and beyond has been measured using the rate due to prevall
in the year of reversal

Deferred tax assets have been recognised in all cases where such assets anse, as it Is probable the assets will be recovered

Deferred tax I1s only recognised on the unremitted eamings of overseas subsidianes to the extent that remittance 1s expected
in the foreseeable future If all earnings were remitted, an additional £2 3m (2014 £2 2m) of tax would be payable

All movements on deferred tax balances have been recognised in ncome with the exception of the charges shown in note 5(b),
which have been recognised directly n equity

Of the deferred tax agsets, £1 7m are expected to reverse within 12 months of the balance sheet date, due to payments against
prowsions No reversal of any of the deferred tax hability 1s expected within 12 months of the balance sheet date based on the
Group’s current capital expenditure programme
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7 [Earnings per share

2015 2014
£m £m

Adjusted profit for the year? 1835 16986
Acquisition costs and amortisation of goodwill 24 05
Exceptional iterns net of tax - he)
Non-controling interests {0 4} -
1807 165 2

Number Number

m m

Weighted average number of 10p ordinary shares in issue for basic calculation 1356 1355
Deemed ssue of potentially dilutive shares 10 08
Average number of 10p ordinary shares for diluted calculation 136 6 1363
Perce Pence

Basic earnings per share 1333 1219
Adjusted' basic earnings per share from continuing operations 1350 1252
Diluted earmings per share 1323 1212
Adjusted’ diluted earnings per share from conlinuing operations 1343 124 4

1 Betore exceptional tems acquisition costs amortisation of intangible assets ansing on acquistion and the tax thereon

Basic earmings per share 1s calculated by dividing the earnings attnbutable to ordinary sharehclders by the weighted average nurmber
of ordinary shares inissue during the year, excluding those held in the employee share trusts {note 24} which are treated as cancelled
as except for a norminal amount, dividends have been waived

For diluted earmings per share, the weighted average number of ordinary shares n 1ssue 1s adjusted to assume conversion of all
potentally diutive ordinary shares

Additional eamings per share measures are Included above to give a better indication of the Group’s underlying performance

8. Dividends
Pence per 2015 Pence per 2014
share £m share £m
Ordinary
Intenm
2014 interim, paid September 2014 - - 29 50 400
2015 intenm, paid September 2015 3100 420 - -
Final
2013 final, paid May 2014 - - 35 50 480
2014 final, paid May 2015 36 00 48 8 - -
6700 908 6500 880
Preference (paid June and December) 01 01
909 881

The Directors are recommending a final dividend of 38 Op per share, amounting to a total of £51 5m, in respect of the financial year
ended 31 December 2015

Subject to shareholder approval, the dmdend wilk be paid on 2 June 2016 to shareholders registered on 6 May 2016 and has not
been accrued in these financtal statements The total dividend for the year ending 31 December 2015 1s 69 Op per share amounting
to a total of £93 5m

The Drrectors are also proposing a £136m retumn to shareholders by way of a spectal dvidend of 100p per share
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9 Employees

2015 2014
£m £m
Group employment costs including Directors
Wages and salaries 142 4 1254
Share-based payment charges (note 22) 70 22
Social secunty costs 237 220
Other pension costs ' 181 161
Redundancy costs 18 47
1930 1704
2015 2014
Number Number
Average employee numbers by function
Production 2,246 2166 |
Selling and distribution 918 oz [
Administration 579 522
3,743 3,612

As required by the Companies Act 2006, the figures disclosed above are weighted averages based on the number of employees
at each month end and include Executive Directors At 31 December 2015, the Group had 4,239 (2014 3,610) employees n total

10 Directors’ and key management compensation
Detalted information concerning Directors' remuneration, interests and aptions s shown in the Directors’ Remuneraton Report,
which 18 subject to audtt on pages 57 to 74 forming part of the Annual Report and Accounts

Aggregate compensation for key management, being the Directors and members of the Group Executive Committee, was as follows

2015 2014
£m £m
Key management compensation including Directors

Short term employee benefits 77 48 :
Post employment benefits 03 03 B
Share-based payments 15 12 ::—j
Terminatuion benefits 03 01 %
98 64 =
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Financial Statements | Notes to the Group Accounts

11. Retirement benefit habilities

The table below summanses the Group's net year end post-employment labilities and activity for the year

2015

2014

£m £m
Balance sheet obligations for
Defined pension henefits 628 1108
Post-employment medical benefits 160 159
78 8 1267
Income statement charge included in profit before tax for
Defined penston benefits 18 2 175
Post-employment medical benefits 11 08
193 183
Remeasurements included in other comprehensive (income)/expense for
Deiined pension benefits (321) 126
Post-employment medical benefiis (15) 31
(33 6) 157

Defined benefit pension schemes

The Group operates defined benefit pension schemes in the UK, US and several other terrtones under broadly similar regulatory
frameworks The Group's main schemes are of the final salary pension type, which provide benefits to members in the form of a
guaranteed level of pengsion payable for Iife The level of benefits provided depends on members' length of service and theirr salary in
the final years leading up to retirement In the UK plans, penstons in payment are generally updated in line with the retal price index,
whereas in the US plans, pensions generally do not receive inflationary increases once in payment With the exception of this
inflattonary nsk in the UK, the plans face broadly similar risks, as descnbed on page 107

The majonty of benefit payments are from trustee administered funds, however, there are also a number of unfunded plans where
the relevant Group company meets the benefit payment obligation as 1t falls due

Ptan assets held in trusts are governed by local regufations and practice in each country, as is the nature of the relatonship between
the Group and the trustees (or equivalent) and their compositton Responsibility for governance of the schemes - including investment
decisions and contribution schedules — lies jontly with the relevant Group company and the particular scheme’s board of trustees
The board of trustees must be composed of representatives in accerdance with each scheme’s regulations

Dunng 2015 we consulted our UK scheme members on proposed changes to the scheme, following which, the scheme will change
from a final salary scheme to a career average revalued earnings {CARE) defined benefit scheme, annual pensionable earnings

will be capped at £65,000 and indexation of pensions in payment will be based on CPI, rather than RPI, for service accrued from
Apnl 2016 This i1s expected to reduce the future cost and nsk attached to the scheme

The amounts recognised in the balance sheet in respect of these schemes are as follows

2015 2014
£m £m

Present value of funded obligations
UK penston scheme {7841) {8116}
US pension scheme (112 2 (109 9)
Rest of World (1311) {131 0)
{1,027 4) {1.052 5)

Fair value of schemes' assets

UK pension scheme 7671 740 2
US pension scheme 94 2 958
Rest of World 108 3 1105
969 6 8946 5
Net habiity in respect of funded schemes (57 8) {106 0)
Present value of unfunded obligations {50} {4 B}
Liability in Group balance sheet {excluding post-employment medical benefits) {62 8) {110 8)
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M5

2014

£m £m

Movement in present value of retirement benefit obligations m the year
Opening balance 1,057 3 9326
Current service cost 156 136
Settlements - ©7)
Interest cost 358 392
Remeasurements

Change in demographic assumptions {15 8) 55

Change in financial assumptions (319) 1098

Experience losses/{gains) 30 {10}
Contrbutions paid in

Employee 27 27
Benefits paid (34 7) (34 0)
Exchange differences on overseas schemes 04 (14

1,032 4 1,0573

Movement in farr value of schemes’ assets in the year
Opening balance 946 5 8083
Interest iIncome 331 353
Remeasurements

Return on scheme assets, excluding amounts included in financial expenses (12 6) 1015
Contributions paid in

Employee 27 27

Employer 347 427
Benefits paid out including settlernents {34 7) 426)
Exchange differences on overseas schemes 1) 04

969 6 9465

As at the balance sheet date, the present value of retrement benefit obligations was comprised of approximately £287m in raspect

of active employees, £282m in respect of deferred members and £463m in relation to members In retirement
Total employer contnbutions to the schemes in 2016 are expected to be £14 4m
The significant actuaral assumptons were as follows

2016 2015 2014 2014

UK us UK us
Discount rate 38% 4 3% 36% 40%
Inflation rate 31% 2 5% 32% 25%
Rate of increase in salanes 41% 4 0% 4 2% 40%
Rate of increase for pensions in payment 29% nfa 30% n/a
Duration of habilties (ie Iife expectancy) (years) 185 1n7z 201 120
Remarmning working life 158 12 153 112

Croda Interational Ple
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Financial Statements | Notes to the Group Accounts

11. Retirement benefit labiities continued
The sensitivity of the defined benefit obligation to changes in the assumptions 15 as follows
Impact on retirement benefit obligation

Sensitivity Of increase Of decrease
Discount rate 05% -8 4% +9 6%
Inflation rate 05% +6 1% -5 5%
Mortalty (@assume all scheme members one year younger} 1 year +3 0% n/a

The above sensitivity analyses are based on a change in an assumption while holding all other assumptions constant In practice,
this 1s unlikely to occur, and changes in some of the assumptions may be correlated When calculating the sensitmty of the defined
benefit obkgation to significant actuanal assumptions the same method (present value of the defined benefit obligation calculated
with the projected unit credit method at the end of the reporting year) has been apphed as when calculating the retirement benefit
obligation recognised in the Group balance sheet

The weighted average duration of the defined benefit obligation 1s 18 2 years
The assets in the schemes compnised

2015 2015 2014 2014
£m % £m %
Quioted

Equities 488 9 50% 4670 49%
Government bonds 44 8 5% 445 5%
Corporate bonds 1380 14% 1434 15%
Other quoted secunties 188 2% 231 2%

Ungquoted
Cash and cash equivalents 508 5% 478 5%
Real estate 658 1% 554 6%
Lability driven instruments 963 10% 1072 12%
Other 66 2 7% 581 6%
969 6 100% 946 5 100%

Past-emplayment medical benefits

The Group operates an unfunded post-employment medical benefit scheme in the US The method of accounting, significant
assumptions and the frequency of valuations are similar to those used for defined benefit pension schemes set out above with
the addition of actuanal assumptions relating 1o the long term mcrease in health care costs of 8 4% a year (2014 7 3%)

The amounts recognised In the balance sheet In respect of this scheme are as follows

2015 2014
£m £m
Present value of unfunded oblhigations
S scheme 160 159
2015 2014
£m €m
Movement in present value of retirement benefit obligations in the year
Opening balance 159 15
Current service cost 05 03
Interest cost 086 05
Remeasurements
Change in demographic assumphons - 13
Change in financial assumptions 0 4) iz
Expenence {gans)/losses (11} 07
Benefits paid 0 4) 05
Exchange differences on overseas schemes 0% 09
160 159
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Pension and medical benefits - risks and volatility
Through its defined benefit pension schemes and post-employment medical schemes, the Group 1s exposed to a number of nsks,
the most significant of which are detaled below

Asset volahiity

The schemes' liabilihies are calculated using a discount rate set with reference to corporate bond yields, If scheme assets underperform
this yield, a deficit will be created Both the UK and US plans hold a significant proportion of equries, which are expected to outperform
corporate bonds in the long term while providing volatiity and nsk in the short term Whilst our Dutch scheme 1s less mature, regulatory
pressures resutt in lower equity holdings As the schemes mature, the Group intends to reduce the level of Investment nsk by investing
more In assets that better match the labiities However, the Group and the pension trustees (Trustees) believe that due to the long
term nature of the scheme llabilities and the strength of the supporting Group, a level of continuing equity investment 1s an appropnate
element of the Group's long term strategy to manage the schemes efficiently See below for more details on the Group's asset-hability
matching strategy

Changes in bond yields
A decrease in corporate bond yields will ncrease scheme habiliies, although this will be partially offset by an increase in the value
of the schemes’ bond holdings

Inflation nsk

Some of the Group's pension obligations are inked to inflation, and higher inflation will lead to higher liabilities However, the level
of nflatonary increases are usually capped to protect the scheme against extreme inflaton The majority of the schemes’ assets are
erther unaffected by inflation N the case of fixed Interest bonds or loosely correlated N the case of equities, meaning that an increase
in tnflation will thus increase the deficit In the US schemes, the pensions in payment are not Iinked to inflation, so this 1s a less
matenal nsk

Life expectancy

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' habilities This 1s particulary significant in the UK scheme, where inflationary increases result in higher
sensitivity to changes in Iife expectancy In the case of the funded schemes, the Group ensures that the investment positions are
managed within an asset-lability matching {ALM) framework that has been developed to achieve long term investments that are
cogrisant of the obligations under the pension schemes Within this framewaork, the Group’s ALM objective 1s to match a portion

of assets to the pension obligations by investing in long term fixed interest secunties with maturiies that match the benefit payments
as they tall due and in the appropniate currency The Group and Trustees actively monitor how the duration and the expected yield
of the Investments are matching the expected cash outflows ansing from the pension obligations The Group has not changed

the processes used to manage is nisks from previous periods

Investments are well diversified, such that the failure of any single investment would not have a matenal impact on the overall level
of assets A large portion of assets in 2015 consists of equities and bonds, although the schemes also invest in property, cash
and infrastructure funds The Group believes that equities offer the best returns over the long term with an acceptable level of risk
Both the UK and Dutch schemes make uss of a portiolio of denvative instruments to mitigate interest rate and inflation nsk

The trenmial valuation of the UK scherme was completed as at 30 September 2014 The results showed that the actuarial scheme
defict had been eliminated following the last deficit payment of £22m in January 2015 As a result, no deficit funding payments to
this scheme will be required prior to the next trennial valuation due as at September 2017 The funding review of our US scheme

1s undertaken annually As at 31 December 2014 the scheme was 120 6% funded, with the funding level allowing for contnbutions
recenved dunng 2015 The Group's Dutch scheme, as alluded to earher, 1s subject to a more ngorous regulatory environment under
the supervision of the Dutch National Bank (DNB) As at 31 December 2015 the scheme was 112 6% funded on an actuanal basis
relative to the DNB's required level of 123 6% and a minmum funding requirement of 105 2%
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Financial Statements | Notes to the Group Accounts

11. Retirement benefit habilities continued

The expected distnbution of the timing of benefit payments i1s as follows

Loessthan Betwoen Batween Beyond
ayear 1-2years 2-5yaars Syears Total
£m £m £m £m £m
Pension benefits 337 338 110 2 8547 10324
Post-employment medical benefils 06 06 20 128 160
34 3 344 12 2 8675 1,048 4
Defined contribution schemes
2015 2014
m £m
Contnbutions paid charged to operating profit 23 22
12 Intangible assets
Other
Goodwill Software intangibl Total
£m £m £m £m
Cost
At 1 January 2014 2293 120 41 2454
Exchange differences o7 (05) 03 1
Additions 25 11 08 44
Acquisitions 12 - 05 17
Disposals and wnie-cffs - 3 - 03
Reclassification from plant and equipment - 07 - 07
At 31 December 2014 2337 130 51 2518
At 1 January 2015 2337 130 51 2618
Exchange differences 10 03) 02 0g
Additions - 08 - 08
Acquisitions 585 - 347 932
Disposals and write-offs - o 06 o7
Reclassification from plant and equipment - 03 - 03
At 31 December 2015 293 2 137 394 346 3
Accumulated amortisation and impairment losses
At 1 January 2014 - 53 06 59
Exchange differences - (06} {04 (10}
Charge for the year (note 3) - 19 03 22
Disposals and wnte-offs - 02 {02
At 31 December 2014 - 64 05 69
At 1 January 2015 - 64 05 69
Exchange ditferences - 02 03 {05)
Charge for the year {note 3) - 22 04 26
Disposals and wnte-offs - - {05 {05)
At 31 December 2015 - 84 01 85
Net carrying amount
At 31 December 2015 293 2 53 393 3378
At 31 December 2014 2337 66 45 2449
At 1 January 2014 2293 67 35 2395

Intangible asset amortisation 1s recorded In operating costs within the Income statement on page 86
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Impairment testing for goodwill

The goodwill relates predominantly to the value of commercial and other synergies ansing from the combination of acquired
businesses, or the specific technologies or products acquired, with Croda's established global sales, marketing and R&D networks
This goodwill 1s allocated to the Group's cash generating units (CGUs) that are expected to benefit from that combination

The carrying amount of goodwill Is aliocated to CGUs as follows

2015 2014

£m €m

Unigema (Personal Care and Life Sciences) 193 4 193 4
Sipe 201 199
Incotec {Life Sciences) 583 -
Other 204 204
2932 2337

As discussed in the accounting policies note on page 93, goodwill 1s tested at each year end for impairment with reference to the
refevant CGUs recoverable amount compared to the urit’s carrying value including goodwill Assets are grouped at the lowest level
for which there are separately identifiable cash flows relevant to the acquisition generating the goodwill The recoverable amount

1s based on value In use calculations using pre-tax discounted cash flow projections based on the Group’s current year results and
a long term future growth rate for 25 years These projections are for a penod of 25 years as the Group made these investments
for the long term

Unless the nsk profile of a particular acquisition dictates otherwise, the cash flows are discounted using a rate denved from the
Group’s wexghted average cost of capital, which for these purposes has been calculated to be approxmatsly 7 3% pre-tax (2014 81%)
for Unigema A long term future growth rate of 3% was used for this calculation For the purposes of the Sipo calculation, the rate was
Increased to 6 8% (2014 7 4%) because of the slightly higher nsk associated with this nvestment An initial growth rate of 5% has been
used for the first three years, which reflects the Directors’ growth expectations in that market A long term growth rate of 3% was then
used beyond three years

The key assumptions underpinning the forecasts employed in the value In use calculation reflect a prudent view of past expernence
and are that market share will not change significantly and that gross and operating margins will remain broadly constant In respect
of the brought forward goodwill, the Directors believe there are na reasonably prebable significant changes in assumptions which
would give nse to an impairment charge in the year Goodwili ansing in the year will be subject to the same assumptions and review
process commencing the year after initial recogrion

Reclassifications represent amounts transferred from plant and eguipment 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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13. Property, plant and equipment

Land and Plant and
buildings aquipmant Total
£m fm £m

Cost
At 1 January 2014 136 6 AT67 6133
Exchange differences (16) 7 93
Additions 56 573 629
Other disposals and write-offs - 27 27)
Reclassifications 04 {11) 07
At 31 December 2014 1410 522 5 663 5
At 1 January 2015 10 5225 6635
Exchange differences (08 44 52
Additions 77 863 94 0
Acquisitions 70 g2 162
Other disposals and write-offs (3 6) (174) (21 0)
Reclassifications 02 (05) 03
At 31 December 2015 151 6 5957 747 2
Accumulated depreciation and impairment losses
At 1 January 2014 438 2069 2507
Exchange differences 02 (71 (73}
Charge for the year (note 3) 39 309 348
Other disposals and wnte-offs - {2 5) (2 5)
At 31 December 2014 47 5 228 2 2757
At 1 January 2015 475 2282 2757
Exchange differences 07 (56 B3
Charge for the year [ncte 3) 41 318 359
Other disposals and wnte-offs (14) (17 3} {187)
At 31 December 2015 495 2371 286 6
Net book amount
At 31 December 2015 102 0 358 6 460 6
At 31 December 2014 935 294 3 3878
At 1 January 2014 928 2698 3626

The net book value of assets held by the Group under finance leases for plant and equipment at 31 December 2015 was £0 9m
(2014 £0 8m) The leased equipment secures the lease obligations in note 19 No other property, plant or equipment have been
pledged as secunty for habilites

Reclassifications represent amounts transferred 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, Future commitments

2015 2014
em €m
Group capital projects
At 31 December the Directors had authonsed the following expenditurs on capital projects
Contracted, but not provided for
Property, plant and equipment 338 168
Intangible assets 04 03
Authonsed, but not contracted for
Property, plant and equipment 96 @ 152 2
Intangible assets 08 09
1319 170 2
Operating leases — mimimum lease payments
At 31 December the Group’s future minimum lease commitments were due as follows
Within one year 44 47
From one to five years 868 102
After five years 67 70
199 219

The Grroup leases various buldings, vehicles and other plant and equipment under non-cancellable cperating lease arrangements
The leases have varous terms typical of lease agreements for the particular class of asset

15 Investments

2015 2014
£ £m
Investments 10 08

Investments of £10m {2014 £0 8m) compnse equity secunties classified as avarlable-for-sale and are included at cost, as far value
cannot be measured reliably, or, if quoted on an active market, at market value

The Directors believa the carrying value of the investments 1s supported by therr underlying net assets

16. Inventones
2005 2014

£m £m

Raw maternals 425 410 4
Work in progress 338 289
Finished goods 1453 1317
2216 2010

The Group consumed £607 4m (2014 £615 4m) of inventories during the year
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Financial Statements | Notes to the Group Accounts

17 Trade and other receivables

2015 2014
£m £m
Amounts falling due within one year
Trade recevables 132 2 1240
Less provision for impairment of recewvables (29) {18}
Trade recewvables — net 1293 222
Other recevables 201 195
Prepayments 67 33
1561 1450
The ageing of the Group's year end overdue receivables against which no provision has been made 1s as follows
2015 2014
£m £m
Not impawred
Less than three months 206 149
Three to six months 11 14
Over six months 03 03
220 166

The individually imparred recevables relate to customers in unexpectedly difficult economic circumstances The overdue receivables
agamnst which no provision has been made relate to a number of custormers for whom there is no recent history of default, nor any other
indication that settlemant will not be forthcoming The other classes within trade and other recevables do not contan imparred assets

and are considered to be fully recoverable

The carrying amounts of the Group's recevables are denominated i the following currencies
2015

2014

tm fm
Sterling 19 136
US Dollar 461 465
Euro 580 496
Other 401 353
1561 1450

Movements on the Group’s provision for impairment of trade receivables are as follows
2015 2014
£m £m
At 1 danuary 18 24
Exchange differences - on
Charged to income statement 10 02
Net wnte-off of uncollectible recevables 01 {07)
At 31 December 29 18

Amounts charged to the Income statement are included within administrative expenses The other classes of recewvables do not
contain impared assets
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18. Trade and other payables

2015 2014
£m £m
Trade payables 604 564
Taxation and social secunty 80 54
Other payables 214 190
Accruals and deferred income 698 487
1596 1275
All trade payables are payable within one year
19. Borrowings, other financial habilities and other financial assets
This note should be read in conjunction with the further iquidity disclosures in our accounting policies note and the Group Finance
Director’s Report on pages 26 to 29
2015 2014
£m £m
Current assets
Investments 10 08
Trade and other recenvables {excluding prepayments) 149 4 1417
150 4 1425
Current habilites
Trade and other payables {excluding taxation, social security, accruals and deferred income) 818 4
Unsecured bank loans and overdrafts due within one year or on demand 24 173
Other loans 68 83
Obligations under finance leases 03 03
913 113
Non-current iabilities
2014 Club facility due 2020 2180 1375
US$100m fixed rate 10 year bond 678 642
Other unsecured bank loans 213 -
Obligations under finance leases 05 02
3076 2019

The Club faciity was put in place in June 2014 and falls due for repayment upon expiry of the agreement in July 2020 Interest

1s charged at a floating rate based on ICE GBP LIBOR, ICE LIBOR or EURIBOR, depending upon the drawdown currency,
plus a vanable margin The margin the Group pays on its borrowings over and above standard rates is determined by the Group's
net debt to EBITDA ratio
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19. Borrowings, other financia! habilities and other financial assets continued

2015 2014
£m £m
Matunty profile of financial habilities
Repayments fall due as follows
Within one year
Bank loans and overdrafts 24 173
Other loans 68 83
Obligations under finance leases 03 03
95 259
After more than one year
Loans repayable
Within one o two years 01 -
Within two to five years 3070 13756
Five years and over - 642
Oblgations under finance leases payable between years two and five 05 02
3076 2019
The minmmum lease payments under finance leases fall due as follows
Within gne year 03 03
Within two to five years 05 03
oa 086
Future finance charges on finance leases {01) 01)
Present value of finance lease labilities 07 05
2015 2014
£m £m
Undiscounted matunity analysis of financial habilities
Within one year
Bank loans and overdrafis 53 221
Other loans 45 43
Oblgations under finance leases 03 03
101 267
After more than one year
Loans repayable
Within one to two years 01 -
Within two to five years 3329 1429
Five years and over - B34
Obligations under finance leases 05 02
3335 226 5

The analysis above includes estimated interest payable to matunty on the underlying loans For the loans due after more than one

year £6 1m {2014 £5 Om) of the interest falls due wittun one year of the balance sheet date, £6 1m {2014 £5 0m) within one to two years

and £137m (2014 £14 4m) within two to five years and £nil {2014 £0 3m) beyond five years
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Interest rate and currency profile of Group financial liabilities [

Fixed rate
weighted average
Total Fixed Floating Interast Fixed period
£m £m £m Rate % Years
Sterling 1083 - 1083 - -
US Dollar 1000 678 322 5904 41
Euro 898 - 998 - -
Other 90 - 90 - -
At 31 December 2015 3171 678 2493 594 41
Sterling 437 - 437 - -
US Dollar 893 641 252 594 51
Eurc 858 - 858 - -
Other 90 - 90 - -
At 31 December 2014 2278 541 163 7 594 51 —
Fair values

The table below detalls a companson of the book and far values of the Group's financial assets and habilities Where there are
no readily avalable market values to determine farr values, cash flows relating to the vanous instruments have been discounted
at prevalling interest and exchange rates to give an estimate of far value

Book Fair Book Fair

value valug value valus

2015 2015 2014 2014

£m £m £m £m

Cash deposits 578 578 476 476
Other investments 10 10 08 og
2014 Club facility due 2020 (218 0) (218 0) (137 5) (137 5)
US$100m fixed rate 10 year bond (67 8) (70 9) (64 2) (677}
Other bank borrowings 237) 237) (173) {173)
Other loans (6 8) (6 8) 83 {83}
Obligations under finance leases (0 8) {0 8) {0 5) {0 5)

For financial mstruments with a remaining hfe of greater than one year, far values are based on cash flows discounted at prevailing
interest rates Accordingly, the far value of cash deposits and short term borrowings approxmates to the book value due to the
short matunty of these instruments The same applies to trade and other recevables and payables excluded from the above analysis

Financial instruments
Effective 1 January 2013, the Group adopted the amendment to IFRS 13 for financial instruments that are measured in the balance
sheet at farr value This requires disclosure of farr value measurements by leve! of the following hierarchy

- Quoted prces (unadjusted) in active markets for identical assets or habilities (level 1)

= Inputs other than quoted pnces included within level 1 that are observable for the asset or lability, either directly (that 1s, as pnces)
or indirectly (that i1s, derived from prices) (level 2)

—» Inputs for the asset or liability that are not based on observable market data {that 1s, unobservable inputs) {level 3)
All of the Group's financial Instruments are classified as level 3

oy
=
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Borrowing facilities
As at 31 December 2015, the Group had undrawn commitied facilities of £191 4m (2014 £269 Bm) In addition the Group had
other undrawn faciites of £59 0m (2014 £63 5m} available All of the Group's total committed facilites of £498 4m expire n 2020
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19. Borrowings, other financial habibties and other financial assets continued

Financial nsk factors

The Group's actvities expose it to a vanety of financial nisks currency nsk, interest rate nsk, iquidity nsk, and credit nsk The Group's
overall nsk management strategy 1s approved by the Board and implemented and reviewed by thae Risk Management Committee
Detailed financial nsk management 1s then delegated to the Group Finance department which has a specific policy manual that sets
out guidelines to manage financial nsk Regular reports are receved from all operating companies to enable prompt identification

of financial nsks so that appropriate action may be taken In the management and definttion of capital the Group includes ordinary
and preference share capital and net debt

Currency nsk

The Group operates intermnationally and 1s exposed to currency nsk ansing from varnous currency exposures, primanly with respect

to the US Dollar and the Eurc Foreign exchange risk anses from future commercial transactions, recognised assets and habilities
and net nvestments in foreign operations  Entites in the Group use foreign currency bank balances to manage ther forergn exchange
risk arising from future commercral transactions, recogrsed assets and labiies The Group's risk management policy is to manage
transactional nsk up to three months forward The Group has certan investrments in foreign operations, whose net assets are exposed
to foreign currency translation nsk Currency exposure ansing from the net assets of the Group's foreign operations is not specifically
hedged but 1s reduced primarily through borrowings denominated in the relevant foreign currencies where it 1s efficient to do so

For 2015, had the Group's basket of reporting currencies been 10% weaker/stronger than the actual rates expenenced, post tax
profit for the year would have been £12 8m (2014 £11 1m) lower/higher than reported, primarly as a result of the translation of the
profits of the Group's overseas entities, and equity would have been £7 2m (2014 £26 8m) lower/higher

Interest rate nsk

The Group has both interest beanng assets and llabilities The Group has a policy of mantaining at least 50% of its gross borrowings
at floating interest rates and at 31 December 2015 over 75% of Group barrowings were at floating rates Dunng 2010, to prowide

a hedge against the Group’s floating rate debt, the Group 1ssued a ten year fixed rate $100m loan note The loan note 1s repayable

in 2020 and carnes a fixed rate of 5 94%

As at 31 December 2015, aside from the US$100m loan note, all Group debt and cash was exposed to repnicing within 12 months
of the balance shest date

At 31 December 2015, the Group's fixed rate debt was at a weighted average rate of 5 94% (2014 5 94%) The Group's floating rate
liabilities are predominantly based on LIBOR and its overseas equivalents

Based on the above, had interest rates moved by 10 basis points in the temtories where the Group has substanbal borrowings, post tax
profits would have moved by £0 2m (2014 £0 2m) due to increased interest expense on the Group’s floating rate borrowings

Liquidity risk

The Group actively maintains a mixture of long term and short term committed faciites designed to ensure that the Group has sufficient
funds avallable for operations and planned investments The Group also has a share buyback programme that 1s managed to ensure
the efficiency of the Group's funding structure

On a regular basis, management moniters forecasts of the Group’s cash flows against both internal targets and those targets mposed
by external lenders The Group has substantal committed, unused facilities and the Directors are confident this situation will remain
the case for the foreseeable future

1 1 6 Croda Intermational Plc
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Credit nsk __
The Group has no significant concentrations of credit nsk It has policies in place to ensure that sales of products are made to
customers with an appropriate credit history Denvative counterparties and cash transactions are imited to high-credit quality
financial institutions  The Group has policies that Imit the amount of credit exposure to any financial institution

Capital nsk management

The Group's objectives when managing capital are to safeguard the Group's ability to continue as a going concem in order to
provide returns for shareholders and benefits for other stakeholders, as well as mantaing an optimal capita! structure to reduce
overall cost of capital

In order to maintain this optimal structure, the Group may adjust the amount of dividends paid, 1ssue new shares, return captal
to shareholders or dispose of assets to reduce net debt Given the Group's strong balance sheet and sustained trading growth,
the Group announced a new dividend policy in 2011 of paying a dvidend of between 40% and 50% of sustainable earnings
Further details can bs found in the Charman's Statement on pages 4 and 5

Underlying growth coupled to Return on Invested Capital (ROIC) 1s the key percewved dnver of shareholder value within the Group
The acquisition of Unigema in 2006 reduced the ROIC, but also reduced Weighted Average Cost of Capital (WACC) since the deal

was predominantly financed through debt The Group's ROIC now stands at 21 4% against a post-tax WACC of 5 8%, thus hitting the
Group's target of maintaining ROIC at a higher level than the WACC In addition, the Group employs two widely used rahos to measure
our ability to service our debt Both net debt/EBITDA and EBITDA interest cover were well ahead of target in 2015 Further detalls can
be found in the Group Finance Director's Report on pages 26 to 29 The Group was in compliance with its covenant requirements
throughout the year Additional information on progress aganst Key Performance Indicators can be found on pages 24 and 25
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20 Provisions

Environmental Restructuring GCthar Total

£m £m £m £m

Al 1 January 2015 132 41 10 183
Exchange differences 05 - 01 08
Released to the Income staternent - 02 ©5) ©7
Charged to the income statement 07 - - o7
Cash paid against provisions {21) 27 03 51)
At 31 December 2015 123 12 03 138

Analysis of total provisions

2015 2014

£m £m

Current 49 81
Non-current 89 102
138 183

Provisions are made where a constructive or legal obligation has ansen from a past event, can be quantified and where the tming
of the transfer of economic benefits relating to the provisions cannot be ascertaned with any degree of certainty

The environmental provision relates to soll and potental ground water contamination on a number of sites, both currently in use
and previously occupied, in Europe and the Amencas

In relation to the environmental provision, the Directors congicdler that the balance will be utiised within 20 years Prowisions for
remediation costs are made when there I1s a present obligation, it 1s probable that expenditures for remediation work will be required
and the cost can be estimated within a reasonable range of possible outcomes The costs are based on currently available facts and
prior expenence Environmental liabilites are recorded at the estimated amount at which the llabiity could be settled at the balance
sheet date Remediation of environmental damage typically takes a long time to complete due to the substantial amount of planning
and regulatory approvals normally required before remediation activities can begin In additron, increases in or releases of environmental
provisions may be necessary whenever new developments occur or additional information becomes avalable Consequently,
environmental provisions can change significantly The level of environmental provision 1s based on management's best estimate of the
most ikely outcome for each indwidual exposure The Group has also considered the impact of discounting on its provisions and
has concluded that, as a consequence of the significant utilisation expected in a relatively short timescale, the impact 1s not matenal

The restructunng provision relates to the reorganisation of the Business in 2014 This provision is expected to be utiised within one year

1 'I Croda Intemational Ple
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21. Ordinary share capital

2015 2014
Ordinary sharas of 10p fm fm
Authorised at 1 January and 31 December
230,744,890 ordinary shares of 10p each (2014 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 (2014 139,949,969) 140 140

in 2015 options were granted to employees under the Croda Intemational Plc Sharesave Scheme to subscribe for 73,116 ordinary
shares at an option price of 2232p per share and under the Croda International Pic International Sharesave Plan to subscnibe for
175,811 shares at an option price of 2232p per share No options were granted under the Long Term Incentive Plan or the Bonus
Co-Investment Plan dunng the year Conditional awards over 327,567 ordinary shares were granted under the Performance Share Plan

during the year

Dunng the year consideration of £1 2m was received on the exercise of options over 64,054 shares The options were satisfied with
shares transferred from the Group's employee share trusts Since the year end a further 1,681 shares have been transferred from

the schemes
There are cutstanding opticns to subscnbe for ordinary shares as follows

Year option Mumber
granted of shares Price Options exercisable from

Croda International Plc Sharesave Scheme 2012 3,992 1942p 1 November 2015 to 30 Apnl 2016

2013 55,688 2141p 1 November 2016 to 30 Apnl 2017

2014 79,960 1763p 1 November 2017 to 30 Aprl 2018

2015 72,842 2232p 1 November 2018 to 30 April 2019
Croda Intermational Ple International Sharesave Plan (2009) 2013 170,846 2141p 1 November 2016 to 30 November 2016

2014 276,095 1763p 1 Novemnber 2017 to 30 November 2017

2015 174,293 2232p 1 Novermnber 2018 to 30 November 2018
Croda International Pl¢ Performance Share Plan (2014) 2014 325,313 Nil 12 May 2017

2015 230,243 Nil 4 March 2018
Croda International Long Term Incentive Plan 2013 79,421 Nit 22 February 2016 to 21 February 2017
Croda International Bonus Co-Investment Plan 2013 48,070 NIl 30 Aprit 2016

Croda International Plc 1 1 9
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22. Share-based payments
The impact of share-based payment transactions on the Group's financial position 1s as follows

2015 204
£m £m

Analysis of amounts recognised in the income statement

Charged in respect of equity settled share-based payment fransactions 32 11

Charged m respect of cash settled share-based payment transactions 38 11
70 22

Analysis of amounts recognised in the balance sheet

Liability in respect of cash settled sharg-hased payment transactions 45 30

The key elements of each scheme along with the assumptions employed to arnve at the charge in the income statement are set out
below Where appropriate the expected volatiity has been based on histonc volatiity considering daily share price moverments over
periods equal to the expected future life of the awards and the risk free rate 1s based on the Bank of England'’s projected nominal
yield curve with appropnate duration

Croda International Plc Sharesave Scheme (‘Sharesave’)

The Sharesave scheme, established in 1983 and renewed in 2013, grants options annually in September to employees of the Group
at a fixed exercise price, being the market price of the Company's shares at the grant date discounted by up to 20% Employees
then enter intc a savings contract over three to five years and, subject to continued employment, purchase options at the end of the
penod based on the amount saved Options are then exercisable for a six month penod following completion of the savings contract
As the aption 1s equity settled, under IFRS 2 charges are only made in respect of options granted after 7 November 2002 For options
granted in the year, the far value per option granted and the assumptions used in the calculation of the value are as follows

Grant date 2015 2014
Share price at grant date 2749p 2203p
Exercise price 2232p 1763p
Number of employees 526 506
Shares under opticn 73116 84,201
Vesting penod Three years Three years
Expected volatility 25% 25%
Option Iife Six months  Six months
Expected life - -
Risk free rate 10% 14%
Dividend yield 2 4% 29%
Possibility of forferiture 75%pa 75%pa
Farr value per option at grant date 629 5p 515p
Black Black
Option pncing model Scholes Scholes
A reconcihation of option movements over the year is as follows wgﬁg;g wglgi?;;
average exerclse average exercise
Number price [p} Numbear price {p}
Outstanding at 1 January 214,597 1918 224 916 1801
Granted 73,116 2232 84,201 1763
Forfeited (8,774) 1957 {13,363} 1997
Exercised {64,054) 1911 (81,157} 1421
Qutstanding at 31 December 214,885 2025 214,597 1918
Exercisable at 31 December 5,300 1942 4721 1432
For options exercised in year, weighted average share price at date of axercise 2867 2336
Waighted average remaining hie at 31 December {years) 24 24

1 2 Croda International Plc
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Croda International Plc International Sharesave Plan (2009) (‘International’)
The International scheme, established in 1999 and renewed N 2009, has the same option pricing modsl, savings contract and vesting
period as the Sharesave scheme At exercise, employees are pad a cash eguivalent for each option purchased, being the difference
between the exercise price and market price at the exercise date For options granted in the year, the farr value per option granted
and the assumptions used in the calculation of the value are as follows
Grant date 2015 2014
Share price at grant date 2748p 2203p
Exercise price 2232p 1763p
Number of employees 1,416 1,541
Shares under option 175,811 293,225
Vesting period Three years Three years
Expected volatility 25% 25%
Option Iife One month  One month
Expected Ife - - -
Risk free rate 09% 07%
Dwadend yield 2 2% 24%
Possibibty of forfeiture 75%pa 75%pa
Fair value per option at 31 December 846p 852p
Black Black
Option pricing model Scholes Scholes
A reconciliaton of option movemnents over the year 1s as follows Weig:?;: wﬁigim
average exerclse average exerclse
Number price (p} Numbaer price [p)
Outstanding at 1 January 614,865 1917 575,201 1848
Granted 175,811 2232 293,225 1763
Forfeited (39,714) 1951 (74,477} 1915
Exercised {129,498) 1945 (179,084) 1443 %
Qutstanding at 31 December 621,464 1998 614,865 1917 3
For options exercised in year, weighted average share price at date of exercise 2890 2288 ;
Weighted avarage remaining life at 31 December (yoars) 19 22 :‘_;,
5
Z
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22 Share-based payments continued
Croda International Performance Share Plan 2014 ('PSP’)

The Performance Share Plan 2014 {PSP") was established in 2014 and replaces the Company's previous Executive long term
incentive plans fthe Long Term Incentive Plan and the Bonus Co-lnvestment Plan) The PSP prowidas for awards of free shares (e ether
conditional shares or nil cost options) normally made annually which vest after three years dependent upon an EPS performance
related sliding scale (non-market condition) and the Group's total shareholder return (market condition) The PSP 15 discussed in detall
in the Directors’ Remuneration Report (pages 57 to 74) Shares (on an after tax basis} are subject to a one year post vesting holding
peniod for awards granted in 2014 and a two year post vesting holding period for awards granted in subsequent years For options
granted in the year, the far value per option granted and the assumptions used in the calculation of the value are as follows

2015

2014

Market Non-market Market MNon-markeat
condition condrtion condition condition
4 March 4 March 12 May 12 May
Grant dats 2015 2015 2014 2014
Share price at grant date 2683p 2683p 2512p 2512p
Number of employees 108 108 107 107
Shares under conditional award 327,567 327,567 332,276 332,276
Vesting pertod Three years Threeyears Threeyears Three years
Expected volatiity 25% 25% 25% 25%
Expected Ife - - - -
Risk free rate - - - -
Dividend yietd 2 4% 24% 25% 25%
Possibility of forfeiture 345% 3 45% 75% 75%
Farr value per option at grant date 1387p 1387p 1303p 1303p
Closed Closed Closed Closed
form form form form
Ophion pricing model valuation valuation valuation valuation
A reconciliation of option movements over the year 1s as follows wgﬁﬂg W alg:?;:
average exercise avefage axarclise
Number price (p) Numbar price(p}
Qutstanding at 1 January 332,276 - - -
Granted 327,567 - 332,276 -
Forfeited (14,287) - - -
Exercised - - - -
Qutstanding at 31 December 645,556 - 332,276 -
For options exercised in year, weighted average share price at date of exercise -
Weighted average remaining hfe at 31 December (years) 18 - 24

Croda International Pic
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Croda International Long Term Investment Plan (‘LTIP')

The LTIP was established n 2005 and granted no cost options to senior employees which vest after three vears dependent upon an
EPS performance related sliding scale {(non-market condition) and the Group's total shareholder retum (market condition) There were

no options granted dunng the year or prior year and no further options will be granted under the Plan

A reconcilation of option movements over the year 1s as follows Weigfl?;g wglgf‘?;;
average exercise average exercise

Numbaer price (p} Number price (p}

Qutstanding at 1 January 172,402 - 316,889 -

Forfeited {92,981) - (40,733) -

Exercised - - (103,754) -

Qutstanding at 31 December 79,421 - 172,402 -

For options exercised in year, weighted average share price at date of exercise - 2077

Weighted average remaining life at 31 December (years) 12 - 16

Bonus Co-Investment Plan (‘BCIP')

The BCIP was established in 2005 and granted no cost options to senior employees which vest after three years dependent upon

an EPS performance related shding scale There were no options granted duning the year or prior year and no further options will

be granted under the Plan

A reconciliation of option movements over the year 1s as follows Walgf!?;f; wﬂgi':;:

average exercise average exercise

Number price (p) Numbaer pnce {p}

Outstanding at 1 January 205,701 - 412,357 -

Forfeited (157,631) - (19,471} -

Exercised - - (187,185) -

Outstanding at 31 December 48,070 - 205,701 -

For options exercised in year, weighted average share price at date of exercise - 2488

Weighted average remaining life at 31 December (years) 03 06

Croda International Share Incentive Plan (*SIP’)

The SIP was established in 2003 and has similar objectives to the Save As You Eam (‘SAYE') scheme in terms of increasing employee
retention and share ownership Under the SIP scheme, employees enter into an agreement to purchase shares in the Company
each month For each share purchased by an employee, the Company awards a matching share which passes to the employee
after three years’ service The matching shares are allocated each month at market value wath this far value charge being recogrised

in the income statement in full in the year of allocation

Croda International Plc
Annual Report and Accounts 2015

123

o
8
&
U
=
o]
=
]
=
»




Financial Statements | Notes to the Group Accounts

23. Preference share capital

2015 2014
£m £m

The authonsed, issued and fully paid preference share capital compnses

615,562 5 9% preference shares of £1 (2014 615,562) 06 06

498,434 6 6% preference shares of £1 (2014 498,434) 05 05

21,900 7 5% preference shares of £1 (2014 21,900) - -
11 11

The preference shares have no redemption nghts and carry no voting nghts other than n certain circumstances affecting the nghts
of the preference shareholders, details of which are set out in the Company’s Articles of Associaton The three classes of preference
shares rank parr passu with sach other but ahead of the ordinary shares on winding up Rights on a winding up are imited to
repayment of capital and any arrears of dividends

24 Shareholders’ equity

Investments In own shares represent the Croda International Pic Qualifying Share Ownership Trust (QUEST), the Croda Intemational Pic
Employee Benefit Trust {CIPEBT) and the Croda International Plc AESOP Trust (AESOFP), which each hold shares purchased on the
open market or transferred from Treasury Shares to satisfy the future 1ssue of shares under the Group’s share option schemes As at
31 December 2015 the QUEST had a net amount due from the Company of £4 4m (2014 £3 2m due from the Comparny) and held
102,808 (2014 13,489) shares transferred at nil cost {2014 nil cost} with a market value of £3 1m (2014 £0 4m) As at 31 December
2015 the CIFEBT was financed by a repayable on demand loan to the Company of £3 9m {2014 £3 9m) and held 150,105 (2014
150,105) shares transferred at a nil cost (014 nil cost) with a market value of €4 6m (2014 £4 Om)

As at 31 December 2014 the AESCP had issued all its previousty held shares, as financed by the Company, and thus had no residual
loan balance with the Company All of the shares held by the QUEST and CIPEBT were under option at 31 December 2015 and,
except for a nominal amount, the nght to receive dividends has been warved

25. Non-controlling interests in equity

2015 2014
fm Em
At 1 January 61 63
Exchange differences 01 ()]
Disposal of interest (01) -
Income/expenses) allocated to non-controlling interests 04 01
At 31 December 65 51

In 2015, the Group disposed of its 80% interest in Croda EPC Thomton Pty Lid

26. Related party transactions

The Group has no related party transactions, with the exception of remuneration paid to key management and Directors which
15 included in note 10

1 2 4 Croda International Pic
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27. Business combinations

On 4 December 2015, the Group acquired 100% of the 1ssued share capital of Incotec Group BV, an independent innovative seed
enhancement business headquartered in the Netherlands, for a total consideration, nclusive of debt, of £104 Om Operating In one
of the fastest growing segmenits within the crop care market, Incotec has developed and supplied a wide range of propnetary and
sustanable technologies for both vegetable seeds and field crops since 1968 Therr products and services help to enhance and
improve seed performance, allowing greater efficacy and functiocnality to be delivered directly by the seed to increase farming yields
to feed the world's growing population They will form part of the Group’s Crop Care business within the Life Sciences sector

The acquired business contnbuted revenues of £5 2m and net profit of £0 Sm to the Group for the period from 4 December 2015
to 31 December 2015 If the acquisition had occurred on 1 January 2015, consolidated pro-forma revenue and profit for the year
ended 31 December 2015 would have been £1,130 1m and £182 1m respectively

The following table summanses the consideration paid in respect of the above acquisition and the Directors’ provisional assessment
of the far value of assets acquired and habilities assumed

Total
£m
Consideration 104 0
Fair value of assets and habilities acquired
Intangible assets 347
Tangible assets 16 2
Inventories 55
Taxation (75)
Trade and other recevables 77
Trade and other payables {11 1)
Total identifiable net assets 455
Goodwill 585

Acquisition-related costs of £2 Om have been charged to administration expenses in the adjustments column of the consolidated
income statement for the year ended 31 December 20156

The goodwill 1s atinbutable to the workforce and the profitability of the acquired business It will not be deductible for tax purpeses

Dunng 2015, the Group completed its fair value review of the 2014 acquisitions of AM Coatings BV and JD Honzons imited
This review did not identify any changes to the asset base nor goodwal!

28. Contingent habilities
The Group is subject to vanous clams which anse in the course of business Thesa contingent liabilites are reviewed on a regular
basis and where possible an estimate 1s made of the potential financial impact on the Group

The Group Is also invalved in certain legal and environmental actions and proceedings Whilst the Group cannot predict the outcome
of any current or future actions or proceedings with any certainty, it currently believes the likelihood of any matenal labilities to be
low, and that the habilites, If any, will not have a matenal adverse effect on its consolidated income, financial position or cash flows
The Group also considers it has insurance in place in refation to any significant contingent labilities
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Financial Statements

"arent Company
Sinancial Statements

Pages 127 to 135 represent the separate financial
statements of Croda International Plc as required
by the Cormpanies Act 2006 (‘the Act’)

These financial staterments have been prepared in
accordance with the Act and United Kingdom
Accounting Standards (United Kingdom Generally
Accepted Accounting Practice), including FRS 101
‘Reduced Disclosure Framework'

‘] 2 Croda International Plc
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Company Independent Auditors’ Report
to the Meembers of Croda International Plc

Report on the Company
financial statements

Our opinion

In our opinion, Croda International
Plc's Company financial statements
(the ‘financial statements’)

- give a true and fair view of the state
of the Company's affarrs as at
31 December 2015,

- have been properly prepared in
accordance with United Kingdom
Generally Accepted Accounting
Practice, and

- have been prepared in accordance
with the requirements of the
Companies Act 2006

What we have audited

The financial statements, included
within the Annual Report and Accounts
{the ‘Annual Report’), comprise

= the Company Balance Sheet as at
31 December 2015,

- the Company Statement of
Comprehensive Income and Statement
of Changes in Equity for the year then
ended, and

= the notes to the financial staterments,
which include a summary of significant
accounting policies and other
explanatory information

The financial reporting framework that
has been applied in the preparation of the
financial statements 1s applicable law and
United Kingdom Accounting Standards
{United Kingdom Generally Accepted
Accounting Practice), compnsing FRS 101
‘Reduced Disclosure Framework’

Other required reporting
Consistency of other information
Companies Act 2006 opmnion

In our opion, the mformation given in the
Strategic Report and the Directors’ Report
for the financial year for which the financial
staterents are prepared 1s consistent
with the financial statements

ISAs (UK & Iretand) reporting

Under Interational Standards on Auditing
(UK and Ireland) (1SAs (UK & Ireland)”)
we are required to report to you if, in

our opinien, information in the Annual
Report 1s

-» matenally Inconsistent with the
information in the audited financial
statements, or

= apparently matenally incorrect based
on, or matenally inconsistent with, our
knowledge of the Comipany acquired in
the course of performing our audit, or

- otherwise misleading

We have no exceptions to report ansing
from this responsibihty

Adequacy of accounting records and
information and explanations received
Under the Companies Act 2006 we are
required to report to you i, in our cpinion

= we have not received all the information
and explanations we require for our
audit, or

- adequate accounting records have not
been kept by the Company, or returns
adequate for our audit have not been
receved from branches not visited
by us, or

- the financial statements and the part
of the Directors’ Remuneration Report
{0 be audited are not in agreement with
the accounting records and returns

We have no exceptions to report ansing
from this responsibility

Directors' remuneration

Directors’ remuneration report -
Compantes Act 2006 optnion

In our opinion, the part of the Directors’
Remuneration Report to be audited has
been properly prepared in accordance
with the Companies Act 2006

Other Companies Act 2006 reporting
Under the Companies Act 2006 we
are required to report to you If, In our
opinion, certain disclosures of Directors’
remuneration specified by law are not
made We have no exceptions to report
arnising from this responsibility

Responsibilities for the financial
statements and the audit

Qur responsibilities and those

of the Directors

As explained more fully in the Statement
of Directors’ Responsibilities, the Directors
are responsible for the preparation of the
financial statements and for being satisfied
that they give a true and far view

Qur responsibility 1 to audit and express
an opinicn on the financial statements In
accordance with applicable law and I1SAs
(UK & Ireland) Those standards require
us to comply with the Auditing Practices
Board's Ethical Standards for Auditors

This report, Including the opinicns,

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 2008 and for no
cther purpose We do not, in gving these
opnions, accept or assume responsibility
for any other purpose or to any other
person to whom this report 1s shown

or into whose hands it may come save
where expressly agreed by our pnor
consent in wnting

Croda International Plc
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What an audit of financial
statements invoives

We conducted our audit in accordance
with |SAs (UK & Ireland) An audit involves
obtaining evidence about the amounts
and disclosures in the financial statements
sufficient to give reasonable assurance
that the financial statements are free from
matenal misstatement, whether caused
by fraud or error This Includes an
assessment of

= whether the accounting policies
are appropnate to the Company’s
circumstances and have been
consistently applied and adequately
disclosed,

-» the reasonableness of significant
accounting estimates made by the
Directors, and

- the overall presentation of the
financial statements

We pnmarily focus our work in these areas
by assessing the Directors’ judgements
aganst avalable evidence, forming our
own judgements, and evaluating the
disclosures in the financial statements

We test and examine information, using
sampling and other auditing techniques,
to the extent we consider necessary to
provide a reascnable basis for us to draw
conclusions We obtain audit evidence
through testing the effectiveness of
controls, substantive procedures or

a combination of both

In addition, we read all the financial and
non-financial information in the Annual
Report to identify matenal inconsistencies
with the audited financial statements and
to identify any information that 1s apparently
matenally incorrect based on, or matenally
inconsistent with, the knowledge acquired
by us In the course of perforrming the audit
If we become aware of any apparent
matenal misstatements or Inconsistencies
we consider the mplications for our report

1 2 8 Croda International Plc
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Other matter

Woe have reported separately on the Group
financial statements of Croda Intemational

Plc for the year ended 31 December 2015

lavn Movroom,
lan Morrison (Senior Statutory Auditor)
for and on behalf of
PricewaterhouseCoopers LLP
Chartered Accountants and Statutory
Auditors
Leeds

23 February 2016
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Company Balance Sheet
at 31 December 2015
2015 2014
Note £m £m
Fixed assets
Intangible assets D - 02
Tangible assets E 15 14
Investments
Share n Group undertakings F 4377 676 0
Other investments other than loans G 06 06
439 8 678 2
Current assets L
Debtors H 2,184 4 3gs5 [
Deferred tax asset | 02 09
21846 404
Current habilities
Creditors Amounts faling due within one year J (63 6) (805)
Borrowings K {46 5) (587)
(110 1) (139 2)
Net current assets/(habilities) 20745 ©88)
Total assets less current habilities 25143 5794
Non-current abilities
Borrowings K {218 0) {137 5)
Retrement benefit habiliies L (0 8) {4 5)
{218 8) {142 0}
Net assets 2,2955 4374
Capital and reserves
Preference share capital 23 1 11
Ordinary share capital 21 140 140
Called up share capital 151 151
Share premium account 833 933
Reserves 2,1871 3290
Total shareholders’ funds 2,295 5 437 4

e financial statements on pages 129 to 135 were approved by the Board of Drectors on 23 February 2016 and signed on its behalf by

s

Anita Frew Jez Maiden
Charrman Group Finance Director
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Company Statement of Comprehensive Income

for the year ended 31 December 2015

2015 2014
Note £m £m
Profit for the year 1,942 2 1259
Other comprehensive income/{expense)
fterns that will not be reclassified subsequently to profit or loss
Remeasurements of post employment benefit obligations L 25 {4 5)
Tax on itemns that will not be reclassified {0 5) 01
20 {4 6)
fterns that may be reclassified subsequently to profit or loss
Currency translation 05 {2 9}
Other comprehensive income/{expense) for the year 25 75
Total comprehensive iIncome for the year 1,944 7 118 4
Company Statement of Changes in Equity
for the year ended 31 December 2015
Share Capital
Shara premium redemption Ravaluation Retainad
capital account raserve reserve eamings Total
Note £m £m £m £m £m £fm
At 1 January 2014 161 833 09 21 2933 4047
Profit for the year attnbutable to equity
shareholders - - - - 1259 1259
Other comprehensive expense - - - - (75) (75)
Transactions waith owners
Dwvidends on equity shares - - - - 88 1) {881)
Share-based payments - - - - 13 13
Consideration receved for sale of own
shares held in trust - - - - 11 11
Total transactions with owners - - - - {857) (857)
Total equity at 31 December 2014 151 933 09 21 3260 4374
At 1 January 2015 151 933 09 21 3260 4374
Profit for the year attributable to equity
shareholders - - - - 19422 1,942 2
Cther comprehensive ncome - - - - 25 25
Transactions with owners
Dividends on equity shares 8 ~ - - - (80 9} (909
Share-based payments - - - - 31 31
Consideraton received for sale of own
shares held in trust - - — - 12 12
Total transactions with owners - - - - {86 6) {86 6)
Total equity at 31 December 2015 151 933 09 21 2,184 1 2,295 5

Of the retained eamings, £533 2m {2014 £326 0m) are realised and £1,650 8m (2014 €nil) are unrealised Details of investments in own

shares are disclosed in note 24 of the Group financial statements
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Notes to the Company Accounts

The pnncipal accounting poltcies applied in the preparation of these financial statements are set out below These polictes have been
applied consistently to all years presented, unless otherwise stated

A. Accounting policles

Basis of accounting

The Company meets the definition of a qualifying entity under Financial Reporting Standard 100 (FRS 100) 1ssued by the Financial
Reporting Council Accordingly, In the year ended 31 December 2015, the Company has adopted FRS 101 ‘Reduced Disclosure
Framework’ and has ceased to apply all UK Accounting Standards issued pnor to FRS 100 Therefore the recognition and
measurement requirements of EU-adopted IFRS have been applied, with amendments where necessary in order to comply with the
requrements of the Companies Act 2006 {'the Act) The financial statements have been prepared under the histonical cost convention,
in comphance with the provisions of the act and the requiremenis of the Listing Rules of the Financial Conduct Authority

As permitted by FRS 101, the Company has taken advantage of the disclosure exemptions available under the standard in relation
to share-based payments, financial instruments, capital management, presentation of comparative information n respect of certain
assets, presentation of a cash flow statement, standards not yet effective, mpairment of assets and related party transactions
Where required, equivalent disclosures are provided in the Group financial statements of Croda International Ple

Going concemn

The financial statements which appear on pages 129 to 135 have been prepared on a going concern basis as, after making
appropnate enquines, INcluding a review of forecasts, budgets and banking facilities, the Directors have a reasonable expectation
that the Gompany has adequate resources to continue n operational existence

Principal accounting policies

The accounting policies which have been applied by the Company when preparng the financial statemenis are In accordance with
FRS 101 FRS 101 1s based on the recognition and measurement requirements of EU-adopted [FRS, under which the Group financial
statements have been prepared aganst As a result, the accounting policies of the Company are conststent with those used by the
Group as presented on pages 91 to 97, except for those relating to the recognition and measurement of goodwill and the recognition
of revenue, which are not directly relevant to the Company financial statements

The Group accounting policy for financial nsk factors is also relevant to the preparation of the Company financial statements and 1s
disclosed on pages 116 and 117

B. Profit and loss account

Of the Group's profit for the year, £1,942 2m (2014 £125 9m) 1s dealt with in the profit and loss account of the Company which was
approved by the Board on 23 February 2016 but which 1s not presented as permitted by s 408 Companies Act 2006 A Staterment
of Comprehensive Income has however been present for better understanding of the transition adjustments

Included 1n the Company profit and loss account is a charge of £0 1m (2014 £0 1m)in respect of the Company's audit fee

Detalled information conceming Directors’ remuneration, interests and options 1s shown in the table within the Directors’ Remuneration
Report which 1s subject to audit on pages 57 to 74 which forms part of the Annual Report and Accounts

C Group restructunng

Dunng the year ended 31 December 2015, a group restructuring was undertaken and a new company was created called Croda
Investments No 3 Limited Croda Overseas Holdings Limited and Croda Europe Limited, both subsidianes of Croda Intemational Plc,
were then sold by Croda International Pic to Croda Investments No 3 Limited resulting in a profit on disposal of £1,850 9m As at

31 December 2015, £1,650 9m remained unrealised
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Financial Statements | Notes to the Company Accounts

D. Intangible assets

Qther Intangiblas

£m
Cost
At 1 January 2015 o8
Additions -
At 31 December 2015 08
Accumulated amortisation
At 1 January 2015 06
Charge for year 02
At 31 December 2015 08
Net book amount
At 31 December 2015 -
At 31 December 2014 02
E Tangible assets
Land and Plant and
buildings equipment Total
£m £m £m
Cost or valuation
At 1 January 2015 17 15 32
Additions - 04 04
Disposals - (03) {03}
At 31 December 2015 17 16 33
Accumulated depreciation
At 1 January 2015 11 a7 18
Charge for year - 02 02
Disposals - (0 2) {02)
At 31 December 2015 1 a7 18
Net book amount
At 31 December 2015 06 09 15
At 31 December 2014 06 08 14
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F. Share in Group undertakings

Shares Loans Total
£m £m £m

Cost
At 1 January 2015 4205 2808 73
Exchange differences - (32 32
Additions 2456 1123 3579
Amounts repaid (3301} (262 9) (593 Q)
At 31 December 2015 3360 1270 4630
Impairment
At 1 January 2015 and 31 December 2015 (25 3} - (25 3)
Net book value
At 31 December 2015 3107 1270 4377
At 31 December 2014 395 2 2808 676 0

The undertakings which affect the financial statements are listed on pages 136 to 138

The Directors believe that the carrying value of the investments 1s supported by ther undertying net assets

G Other investments other than loans

Cther Investments
£m

Cost or valuation of net equity
At 1 January 2015 and 31 December 2015 06

Avallable for sale financial assets comprise unlisted investments included at Directors’ valuation based on appropriate attributable

net assets

H Debtors
2015 2014
£m £m
Amounts owed by Group undertakings 21773 32
Corporation tax 64 352
Other receivables 05 07
Prepayments 02 04
2,184 4 395

The amounts owed by Group undertakungs are current and have no fixed date of repayment Of the amount in 2015, £2,176 Om
will attract interest from 1 January 2016 at a floating rate based on the main facility agreement The remainder will continue to be

interest free
l. Deferred tax
The deferred tax asset in the bajance sheet 1s attnbutable to the following:

2015 2014

£m £m

Retirement benefit obligations 02 09
The movement on deferred tax balances during the year 1s summansed as follows
Al 1 January 2015 09 12
Deferred tax (chargedy/credited through the profit and loss account 02 02
Deferred tax {charged)/credited directly to equity (0 5) {01)
At 31 December 2015 02 09

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

Croda Intarnatlonsl Pic 1 8 8
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Financial Statements | Notes to the Company Accounts

J. Creditors Amounts falling due within one year

2015 2014
£m £m

Amounts falling due within one year
Trade payables 03 01
Taxation and social secunty 10 11
Amounts owed to Group undertakings 529 751
Other payables 31 a4
Accruals and deferred income 63 c8
636 805

The amourts owed to Group undertakings are interest free, unsecured and have no fixed date of repayment

K Borrowings

The Company’s objectives, policies and strategies in respect of financtal instruments are outlined 1n the accounting policies note
on page 96 which forms part of the Annual Report and Accounts Short term recervables and payables have been excluded from
all of the following disclosures

2015 2014
£m £m
Matunty profile of financial kabibties
2014 Club facility due 2020 2180 1375
Bank loans and overdrafts repayable on demand 46 5 587
2645 196 2
Repayments fall due as follows
Within one year
Bank loans and overdrafts 46 5 587
46 5 587
After more than cne year
Loans repayable
Within two to five years 2180 1376
2180 1375

L. Retirement benefit obligations
As part of the transition to FRS 101 (see notes A and Q)), the Company now recognises its share of the UK pension fund assets and
llabiities A full reconciliation of the Group retirement banefit obhigation can be found n note 11 of the Group financial statements
on pages 104 to 108 The table below shows the movement in the obligation during the year
2015 2014

£m fm

Opening balance

Assets 470 401

Liabilities (515) (461)

Net opening retirement benefit habilily (4 5) (60)
Movements in the year

Service cost (05) ©5

Interest cost on 02

Contributions 18 17

Actuarial movemnent 25 05
Closing balance. (08 45

1 3 Croda International Plc
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M. Share-based payments

The total charge for the year in respect of share based remuneration schemes was £3 1m {2014 £13m) The grant by the Company
of options over its equity Instruments to the employees of subsidiary undertakings in the Group 1s treated as a capital contnbution
The fair value of employee services receved, measured by reference to the grant date faur value, 1s recognised over the vesting
penod as an Increase to investment in subsidiary undertakings, with a corresponding credt to equity

The key elements of each scheme along with the assumptions employed to amve at the charge in the profit and loss account
are set out In note 22 to the Group financial statements

N. Contingent habilities
The Company has guaranteed loan caprtal and bank overdrafts of subsidiary undertakings amounting to £831m (2014 £79 2m)

O Dimidends
Details of dvidends are disclosed in note 8 of the Group financial statements

P Related party transactions

The Company has taken advantage of the exemption available under FRS 101 from disclosing transactions with other Group
undertakings There were no other related party transactions during the year Information on the Group can be found in note 26
on page 124 of the Group financial statements

Q Transition to FRS 101

For all periods up to and including the year ended 31 December 2014, the Company prepared Its financial statements in accordance
with previously extant United Kingdom Generally Accepted Accounting Practice (UK GAAP) These financial statements, for the year
ended 31 December 2015, are the first the Company has prepared in accordance with FRS 101

Accordingly, the Company has prepared indmdual financial statements which comply with FRS 101 applicable for penods beginning
on or after 1 January 2014

In prepanng these financial statements, the Company has started from an opening balance sheet as at 1 January 2014, the Company’s
date of transition, and made those changes in accounting policies and other restatements required for the first time adoption to FRS
101 As such, this note explains the prncipal adjustments made by the Company in restating its balance shest as at 1 January 2014

and its previously published UK GAAP financial statements for the year ended 31 December 2014

On fransition to FRS 101, the Company has applied the requirements of paragraphs 6-33 of IFRS 1 ‘First time adoption of Intemational
Financial Reporting Standards’

Reconciliation of equity

At1.January At31 December

2014 2014

Note £m £m

Total equity as previously reported under UK GAAP 4035 4410
Retrement benefit habiity 0 (6 0) 459
Deferred tax (i) 12 09
Intangible assets (i) 04 02
Tangible assels {in (0 4) {02}
Total net adjustment due to transition to FRS 101 (4 8) (3 6)
Total equity as restated under FRS 101 3987 4374

Explanation of reconciing items

{1 Under UK GAAP, the Company accounted for its share of the UK pension scheme assets and labilities as though the scheme was
a defined contribution scheme and charged the contnbutions paid each year to the profit and loss account In line with FRS 101,
the UK pension scheme assets and labilites have now been allocated on a proportional basss to the relevant companies ncluding
Croda International Plc This has been accounted for in ine with IAS 19 (Employee benefits) and the impact on the respective
Company balance sheets in respect of the retirement benefit lability and related deferred tax asset 1s shown above

(i Under IAS 38 intangible assets, computer software has been reclassified from tangible assets to ntangble assets
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Other Information

Related Undertakings

Related undertakings of Croda Intermnational Plc
All companies lsted below are owned by the Group and all nterests are in ordinary share capital, except where otherwise indicated
All subsidianes have been consolidated® All companies operate principally in ther country of incorporation

Incorporated Group

and/orprincipally benaficial
Pnncipal operating companies operating in interast%  Principal acthvities
Croda Argentina SA Argentina 1000 Sale and distnbution of specialty chemicals
incotec Argentina S A Argentina 1000 Manufacture and sale of seed treatment services and products
Croda Australia®™ Australa 1000 Sale and distnbution of specialty chemicals
Knset Pty Ltd Australia 900 Manufacture and sale of seed treatment services and products
Croda Belgium BVBA Belgium 1000 Sale and distnbution of speciality chemicals
Croda do Brasil Lida Brazil 1000 Manufacture, sales and distnbution of speciality chemicals
Incotec America do Sul Tecnologia em Sementes Ltda  Brazi! 999 Manufacture and sale of seed treatment services and products
Kraide Tecnologia em Produtos Agricolas Ltda @ Brazi 500 Manufacture and sale of seed treatment services and products
Croda Canada Ltd Canada 1000 Sale and distnbution of spectality chemicals
Croda Chile Ltda™ Chile 1000 Sale and distnbution of speciality chemicals
Croda China Trading Company Ltd China 1000 Sale and distnbution of speciality chemicals
Croda Sipo (Sichuan} Co, Ltd China 650 Manufacture, sates and distribution of speciality chemicals
Incotec {Beyng) Agricultural Technolegy Co Ltd China 1000 Manufacture and sale of seed treatment services and products
Incotec {Tiann) Agncultural Technology Co Ltd China 1000 Manufacture and sale of seed treatment servces and products
Croda Colombia™ Colombia 1000 Sale and distnbution of speciatity chemicals
Croda Chocques SAS France 1000 Manufacture of speciality chemicals
Croda France SAS France 1000 Sale and distnbution of speciaity chemicals
Crodarom SAS France 1000 Manufacture, sales and distnbution of speciality chemicals
Incotec France SARL France 1000 Sale and distribution of seed treatment services and products
Sederma SAS France 1000 Manufacture, sales and distnbution of spectality chemicals
Croda GmbH Germany 1000 Sale and distribution of speciality chemicals
Croda Hong Kong Company Ltd Hong Kong 1000 Sale and distribution of specialty chermicals
Croda India Company Private Ltdf India 1000 Manufacture, sales and distnbution of speciaity chermcals
Integrated Coating and Seed Technology India Pvt Ltd India 1000 Manufacture and sale of seed treatment services and products
PT Croda Indonesia MM Indonesia 1000 Manufacture, sales and distnbution of speciality chemicals
Croda Pars Iran 1000 Sale and distnbution of speciality chemicals
CrodalialanaSp A ltaly 1000 Sale and distnbution of speciality chemicals
Incotec Mediterranean Srl ltaly 1000 Sale and distnbution of seed treatment services and products
IR B - Istituto di Richerche Bictechnologiche Sp a lialy 1000 Manufacture, sales and distnbution of speciality chemicals
Croda Japan KK? Japan 1000 Manufacture, sales and distnibution of speciality chemicals
Incotec Japan Co Ltd Japan 975 Manufacture and sale of seed treatment services and products
Incotec Kedah (M) Sdn Bhd Malaysia 510 Manufacture and sale of seed treatment services and products
Incotec Mataysia Sdn Bhd Malaysia 1000 Sale and distnbution of seed treatment services and products
Croda Mexico SA de CV Mexico 1000 Sale and distrbution of speciality chemicals
Croda Nederland BV Netherlands 1000 Manuifacture of speciality chemicals
Incotec Europe BV Netherlands 1000 Manufacture and sale of seed treatment services and products
Croda Peruana S AC Peru 1000 Sale and distnbution of speciality chemicals
Croda Poland Sp zoo® Poland 1000 Sale and distnbution of speciality chemicals
Croda Russia® Russia 1000 Sale and distnbution of speciality chemicals
Croda Singapore Pte Lid®# Singapore 1000 Manufacture, sales and distribution of speciality chermicals
Croda (SA) (Pty) Lid South Africa 1000 Sale and distnbution of specrality chemicals
Incotec South Afnica (Pty) Ltd South Afnca 1000 Manufacture and sale of seed treatment services and products
Croda Korea® South Korea 1000 Sale and distributton of speciality chemicals
Croda [bénca SA Span 1000 Manufacture, sales and distrbution of speciality chermicals
Croda Nordica AB Sweden 1000 Sale and distnbution of speciality chemicals
Incotec Sweden AB Sweden 1000 Sale and distrnbution of seed treatment services and products
Croda (Thailland) Co , Ltd® Thailand 1000 Sale and distnbution of speciality chemicals
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Incorporated Group
and/or pnnctpally  beneficial
Principaloperating companies operating In Interest %  Principal activitios
Croda Kimya Ticaret Limited Sirkeht Turkey 1000 Sale and distnbution of specialty chemicals
Croda Middle East FZE UAE 1000 Sale and distrbution of speciality chemicals
Croda Europe Ltd™ UK 1000 Manufacture, sales and distribution of specialty chemicals
Croda Inc USA 1000 Manufacture, sales and distribution of speciality chemicals
Incotec Integrated Coating and Seed Technology, Inc USA 1000 Manufacture and sale of seed treatment services and products
Sederma Inc USA 1000 Sale and distribution of speciality chemicals
Incorporated Group
and/or principally  beneficial
Principal holding companies cperating in mierast %  Princlpal activities
Croda Holdings France SAS France 1000 Holding company
Incotec Group BV® Netherlands 1000 Holding company
Incotec Holding BV # Netherlands 1000 Holding/Research and IP company
Croda Overseas Holdings Ltd UK 1000 Holding company
Croda Investments Inc USA 1000  Holding company
incorporated Group
and/or principally  beneflcial
Other companies operating in mnterest%  Pnncipal actvities
AG Property Holdings Pty Ltd® Australia 1060 Dormant
Croda EPC Thornton Pty Ltd™® Australia 600 Dormant
Croda Head Office Pty Ltd® Australia 1000 Dormant
Crodamazon Lida Brazil 1000 Dormant
Croda Trading {Shanghai} Co , Ltd China 1000 Dormant
Croda Spol sro CzechRepublic 1000 Sale and distnbution of speciality chemicals
Sedarma GmbH Germany 1000 Sale and distrbution of speciality chemicals
Cowick Insurance Services Ltd® Guernsey 1000 Captive Insurance Company
Croda Magyarorszag Kit® Hungary 1000 Sale and distribution of speciality chemicals
AM Coatings BV Netherlands 1000 Dormant
Incotec Field Crops Europe BV Netherlands 1000 Dormant
Incotec Ornamentals Europe BV Netherlands 1000  Dormant
Incotec Analytical Lab Europe BV Netherlands 1000 Dormant
Unicorn Power BV Netherlands 1000 Dormant
Unigema BV Netherlands 1000 Helding company
Brookstone Chemicals Limited UK 1000 Darmant
Cowick Hall Trustees Limited UK 1000 Dormant
Croda (CPI) Limited UK 1000 Holding company
Croda {Goole) Limited UK 1000 Dormant
Croda Application Chemicals Limited UK 1000 Dormant
Croda Bakery Services Limited UK 1000 Dormant
Croda Bowmans Chemicals Limited™? UK 1000 Dormant
Croda CE Limited UK 1000 Dormant
Croda Chemicals Limited UK 1000 Dormant
Croda Colloids Limited UK 1000 Dormant
Croda Cosmelics & Tolletnigs Limited®™ UK 1000 Dormant
Croda Cosmetics (Europe) Limited®™ UK 1000 Dormant
Croda Distillates Limited® UK 1000 Property holding company
Croda Enterprises Limited UK 1000 Dormant
Croda Fire Fighting Chemicals Limited UK 1000 Dormant
Croda Food Services Limited UK 1000 Dormant
Croda Hydrocarbons Limited UK 1000 Dormant
Croda Investments Limited UK 1000  Holding compary
Croda Investments No 2 Limited UK 1000 Holding company
Croda Investmenlis No 3 Limited UK 1000 Holding company
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Other Information | Related Undertakings

Incorporated Group
and/or principally  benaficial

Other companies operating in Interost %  Principal activities
Croda JDH Limited UK 1000 Dormant

Croda Leek Limited UK 1000 Dormant

Croda Limited UK 1000 Dormant

Croda Pension Trustees Limited UK 1000 Dormant

Croda Polymers International Lirmited® UK 1000 Holding company
Croda Resins Limited UK 1000 Dormant

Croda Solvents Limited®# UK 1000 Dormant

Croda Trustees Limited UK 1000 Dormant

Croda Universal Limited UK 1000 Dormant

Croda World Traders Limited®™ UK 1000 Dormant

John L Seaton & Co Ltd UK 1000 Dormant
Southerton Investments Limited® UK 1000 Dormant
Sowerby & Co Limited UK 1000 Dormant
Technical and Anatytical Services Limited® UK 1000 Dormant
Urugema Limited® UK 1000 Dormant
Unigema UK Limited® UK 1000 Dormant

Croda Finance Inc USA 1000 Dormant

Croda Inks Corp USA 1000 Dormant

Croda Storage Inc USA 1000 Dormant

Croda Synthetic Chemicals Inc USA 1000 Holding company
Incotec Holding North Amenca, Inc USA 1000 Holding company
Mona Industnes Inc USA 1000 Dormant
Unigema Amencas LLC USA 1000 Dormant

Croda Chemicals Zimbabwe Pvt Ltd Zimbabwe 1000 Dormant

Croda Zimbabwe {Pvt) Ltd Zimbabwe 1000 Dormant

In soma junsdictions in which we oparata share classas are not defined and intheseinstancas for the purposes of disclosure wa hava classified these holdings as ordinary’

Classifications Key

il Companes owned directly by Croda Intemational Pic

(i) Company not cansolidated

(i) Branch office

v} AOrdinary

v} B Ordmary

{vi} Preference including cumutatve non cumulative and redeemable shares
{wii) No share capital share of profils
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Shareholder Information

Corporate Calendar

2016 Annual General Meeting

2015 Final ordinary dividend payment
2016 Half year results announcement
2016 Intenm ordinary dividend payment
2016 Preference dvidend payments

2018 Full year resuits announcement

27 Apnl 2016

2 June 2016

26 July 2018

4 October 2016

30 June 2016

31 December 2016
28 February 2017

Investor relations

Shareholders can now get up to

date information on Stock Exchange
announcements, key dates in the corporate
calendar, the Croda share price and brokers’
estimates by visiting our corporate web
site at www croda.com and clicking

on the section called 'Investor’

Shareholders can recenve shareholder
communications electrorcally by
registering on the Registrars’ website,
www.capitashareportal.com and
following the instructions To register
shareho!ders will require their iInvestor
code (VC) thisis an 11 digit number
starting five or six zeros and can

be found on your dividend tax voucher
or your share certificate Recemng
corporate communications by emait has
a number of benefits Including being
more environmentally frendly, reducing
unnecessary waste, faster notfication of
information to shareholders and eventually
leading to a reduction in company costs

Shareholders who register on the above
website can also check therr shareholding,
view ther dvidend history, elect for the
dvdend reinvestment plan, register
changes of address and dvidend
mandate instructions

Share price information

As welt as being avalable on our website,
the latest ordinary share pnce Is avallable
on the Financial Times Cityline service
(0905 817 1690} {calls cost 75 pence per
minute from a BT landiine and the average
duration 1s 1 rminute per stock quote
Cost fror other networks or mobile
phones may be higher}

The middle market values of the listed
share capital at 31 December 2015, or
last date traded”, were as follows

Ordinary shares 3042 5p
5 9% preference shares g5p*
B 6% preference shares 105p*

Caprtal gains tax
The market value of the listed share capital
at 31 March 1882 were as follows

Ordinary shares 775p
Deferred ordinary shares 40 5p
5 9% preference shares 42 5p
6 6% preference shares 47 5p
7 5% preference shares

(estimated) 450p

Dividend reinvestment plan (‘DRIP’)
Ordinary shareholders may wish to know
about this plan, which allows you to use
your dvidends to buy further shares th
Croda The DRIP is provided by Capita
Asset Services, a trading name of Capita
IRG Trustees Ltd which 1s authorised

and regulated by the Financial

Conduct Authority

For information and an application pack
please call 0371 664 0381 (calls are
charged at the standard geograptuc rate
and will vary by provider Calls outside
the United Kingdom will be charged at
the applicable international rate Lines
are gpen 9 00am to 5 30pm, Monday to
Fnday, excluding public holidays in England
and Wales From outside the UK dial
+44 208 630 3402) Altematively you can
email shares@capita co uk or log on

1o www capitashareportal com

Overseas shareholders -
choose to receive your next
dividend in your local currency
If you live outside the UK, Capita
has partnered with Deutsche Bank
to provide you with a service that will
convert stering dividends into your
local currency at a competitive rate
You can choose to receive payment
directly to your local bank account
or alternatively you can be sent

a currency draft

You can sign up to this service on

the Share Portal {by chicking on ‘your
dvidand options” and following the on-
screen instructions) or by contacting
the Customer Support Centre For
further nformation contact Capita

By phonre — UK- 0871 664 0385

{calls cost 12p per minute plus your
phone company's access charge Calls
outside the United Kingdom will be
charged at the applicable international
rate) From overseas +44 20 8639 3405
Lines are open 9 00am to § 30pm,
Monday to Friday, exclucing public
holdays in England and Wales

By emall — ips@capita co uk

Share dealing

A smple and competitive service
to buy and sell shares 1s provided
by Capita Asset Services

There 1s no need to pre-register and

there are no complicated application
forms to fill In and by visiting

www capitadeal.com you can also
access a wealth of stock market news
and information free of charge For further
information on this service, or to buy and
sell shares, visit www capitadeal com

or call 0371 664 0445 (calls are charged
at the standard geographic rate and will
vary by provider Calls outside the United
Kingdom will be charged at the applicable
international rate Lines are open 9 00am
to 5 30pm, Monday to Friday, excluding
public holidays in England and Wales From
outside the UK dial +44 371 664 0445}
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Other Information | Shareholder Information

Share dealing continued

This 1s not a recommendation to buy

or sell shares and this service may not
be suitable for all shareholders The price
of shares can go down as well as up, and
you are not guaranteed to get back the
amount that you onginally invested Termns,
conditions and risks apply Capita Asset
Services 1s a tradng name of Capita IRG
Trustees Limited which 1s authonsed

and regulated by the Financial Conduct
Authonty The service 1s only avalable

to private shareholders resident in the
European Economic Area, the Channet
Islands or the Isle of Man

Capita Asset Services 1s a trading name
of Capita Registrars Lmited and Capita
IRG Trustees Limited Share registration
and associated services are provided
by Capita Registrars Limited (registered
in England and Wales, No 2605568}
Regulated services are provided by
Capita IRG Trustees Limited {(registered
n England and Wales, No 2729280},
which 1s authonsed and regulated by
the Financial Conduct Authonty

UK shareholders - Stocktrade
Telephone dealing 0131 240 0414
quoting ‘Croda Dial & Deal service'

For further nformation visit
www stocktrade.co uk/croda

Relating to beneficial owners of
shares with ‘information nghts’
Please note that beneficial owners of
shares who have been nominated by
the registered holder of those shares to
receve information nghts under section
146 of the Comparues Act 2006 are
required to direct all communications
to the registered holder of therr shares
rather than to the Company’s registrar,
Capita Asset Services, or to the
Company directly

Croda International Plc
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Share fraud waming

Share fraud includes scams where
investors are called out of the blue and
offered shares that often turn out to be
worthless or non-existent, or an inflated
pnce for shares they own These calls
coma from fraudsters operating In
‘boller rooms’ that are mostly

based abroad

While high profits are promised, those
who buy or selt shares in this way usually
lose their money

The Financial Conduct Authonty ({FCA)
has found most share fraud victims

are expenienced nvestors who lose an
average of £20,000, with around £200m
lost in the UK each year

Protect yourself

if you are offered unsolicited investment
advice, discounted shares, a premium
price for shares you own, or free company
or research reports, you should take these
steps before handing over any money

= Get the name of the person and
organisation contacting you

- Check the Financial Services Register
at www fca.org uk to ensure they
are authonsed

- Use the detalls on the FCA Register
to contact the fim

- Call the FCA Consumer Helplne on
0800 111 67868 If there are no contact
detalls on the Register or you are told
they are out of date

- Search the list of unauthonsed
firms and ndnaduals to avoid doing
business with

Remember- if it sounds too good to be
true, it probably 1s!

If you use an unauthonsed firm to buy or
sell shares or other mvestrnents, you will not
have access to the Financial Ombudsman
Service or Financial Services Compensation
Scheme (FSCS) if things go wrong

Report a scam

If you are approached about a share
scam you should tell the FCA using

the share fraud reporting form at

www fca org uk/scams, where you
can find out about the latest investment
scams You can also call the Consumer
Helphne on 0800 111 6768

if you have already pard money to share
fraudsters you should contact Action
Fraud on 0300 123 2040

Secretary and 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 Registry, 34 Beckenham Road,
Beckenham, Kent, BR3 4TU

Tel 0871 664 0300 (from UK) - calls
cost 12p per minute plus network
exiras, ines are open 9 00am to
5 30pm, Monday to Friday
+ 44 203 728 5000
{from overseas)

Fax + 44 (01484 601512

Website www.capitaassetservices com
Emall  shareholderenguines@capita co uk

Independent Auditors
PricewaterhouseCoopers LLP, Leeds

Merchant Bankers
Morgan Stanley & Co Intemational plc
J P Morgan Cazenove

Solicitors
Freshfiefds Bruckhaus Deringer LLP

Stockbrokers
Morgan Stanley & Co International plc
J P Morgan Cazenove

Financial PR Advisers
Teneo Strategy




Five Year Record

Earnings
2015 2014 2013 2012 20m-
£m £m £m £m £m
Turnover 1,0817 1,046 6 10770 1,0519 10280
Adjusted operating profit! 264 2 2484 2646 2551 2221
Adjusted profit before tax! 2547 2354 2514 2383 2219
Profit after tax 1811 1652 1779 164 2 i513
Profit attributable to ordinary shareholders® 1814 1652 1774 1509 1561
% % % % %
Adjusted operating profit as a % of turnover’ 24 4 237 246 243 216
Adjusted return on invested capital (ROICY 214 212 238 238 237
Effective tax rate 280 280 289 311 318
L
pence pence pance pence paence ’7
Adjusted earnings per sharg' 1350 1252 1322 1219 1117
Ordinary dmidends per share 690 655 645 505 550
times times timas times times
Net debt/EBITDA 08 06 07 07 08
EBITDA interest cover** 447 334 364 368 334

1 Bafore axceptionalitems acquisition costs and amontisation of intangible assets ansing on acguisition and the tax thereon whare apphcabls
= Total Group figures all other figures are continuing operations only

** Excluding pension scheme net financial ncome

A Restated tor IAS19 revised

Summarised Balance Sheet B

2015 2014 2013 2012 2011
£m £m £m £ £m

Intangible assets, property plant and equipment and investments 7894 6335 6029 5523 560 6
Inventcries 2216 2010 1928 17056 164 6
Trade and other receivables 1561 1450 1367 1629 1457
Trade and other payables (1617 (129 4} {1291) (139 2 (164 3)
Capital employed 1,015 4 8501 8033 746 5 706 6
Tax, provisions and other (70 0) (54 2) (459) (287) {10 4}
Retirement benefit labilities {78 8} {126 7) (135 8) (165 8) (198 9)
866 6 669 2 6216 5520 4973

Shareholders' funds 6008 4829 4131 3442 2661
Non-controling interests 65 61 63 01 01
6073 4890 1194 3443 266 2

Net debt 259 3 180 2 2022 2077 2311
866 6 669 2 6216 552 0 4973

Gearing {%) 427 369 48 2 603 86 8
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Other Information

Glossary of Terms

12 Principles
of Green
Chemstry

Adjusted

AGM

API

BCIP

Business Areas

CARE
CEN
cGuU
CHP
co,
Code

Constant
Currency

CPI
CPNI
CPS
CSPO
DPS
DRIP
EBITDA

EBT

EF{CI

EO

EPS
EXCIPACT

FCA
FDA
FRC
FRS
GDOP
GHG

GHG emissions
- scope 1

GHG enmussions
-scope 2

GMP
GRI
HMRC
HR

142

Set of principles that when used in the design,
development and implementation of chemical
products and processas, enables scientists
to protect and benefit the economy, people
and the planet

Before exceptional tems, acquisiion costs
and amortsation of intangible assets ansing on
acquisition and the tax thereon where applicable

Annual General Mesting
Active Pharmaceutical Ingredient
Bonus Co-Investment Plan

Personal Care, Health Care, Crop Care, Geo
Technologies, Mome Care, Polymer Additives,
Lubncants, Coatings and Polymers,

Industnial Chemicals

Career Average Revalued Earnings

European Committee for Standardisation
Cash Generating Unit

Combined Heat and Power

Carbon Dioxide

Financial Reporting Council's Corporate Code

Current year results in local currency {ranslated
to Sterling at the prior year average foreign
exchange rate

Consumer Price Index

Centre for the Protection of Natonal Infrastructure
Croda Pension Scheme

Certified Sustainable Patm Oil

Dwidend Per Share

Dividend Renvestment Plan

Earnings Before Interest, Taxation, Depreciation
and Amortisaton

Employee Benefif Trust

Europsan Federation for Cosmetic Ingredients
Ethylene Oxide

Earnings Per Share

Certification scheme for pharmaceutical
excipient suppliers

Financial Conduct Authonty

US Food and Drug Administration
Financial Reporting Council
Financial Reporting Standard
Graduate Development Programme
Greenhouse Gas

Greenhouse Gas emissions from sources that
we own of control

Greenhouse Gas emissions that are a consequence
of our activities, but occur at sources owned or
controlled by another entity

Good Manufacturing Practices
Global Reporting Inihiative

HM Revenue & Customs
Human Resources

Croda International Plc
Annual Repert and Accounis 2015

1A
IAS
IASB
IFRS
ILO
150
IT
KPI
LDG
LMS
LTI
LTIP
Market sectors

Mass balance

Matenal Areas
Not debt

NPP

OHSAS

PKO

PO

PRR

PSM

PSP

R&D

Return on sales
ROIC

RPI
RSPO

SAP EHS
module

SAYE

SHE

SHEQ

sip

SMEs
STEM

Te

Te COe
TSR
Underlying

voC
WACC

Investment Assoctation

International Accounting Standards
International Accounting Standards Board
International Financial Reporting Standards
Internal Labour Organisation

International Organisation for Standardisation
Information Technology

Key Performance Indicator

Leadership Development Group

Learning Management System

tLost Time Injury

tong Term Incentive Plan

Personal Care, Life Sciences, Performance
Technclogees, Industnal Chemicals

One of the Roundtable on Sustanable
Palm Cil's certification standards

Our 10 most important sustanability areas

Borrowings and other financial habilities less
cash and cash equivalents

New and Protected Products

QOccupational Health & Safety Advisory Services
Palm Kernel Ol

Palm Ol

Process Risk Review

Process Safety Management

Performance Share Plan

Research and Development

Adjusted operating profit divided by revenue

Adjusted operating profit after tax divided by the
average nvested capital for the year for the Group
Invested capital represents the net assets of the
Group, adjusted for earlier goodwill wntten off to
reserves, net debt, retirement benefit habilihes,
provisions and deferred taxes

Retal Price Index
Roundtable on Sustainable Palm Qil

Safety, Health and Environment module in the
SAP reporting system

Save As You Earn

Safety, Health, Environment

Safety, Health, Environment, Quality

Share Investment Plan

Small and Medium Enterprises

Science, Technology, Engineenng and Mathematics
Tonnes

Tonnes Carbon Dioxide Equivalent

Total Shareholder Return

Current year results in local currency translated to
Sterling at the pnor year average foreign exchange
rate excluding acquistions

Velatite Organic Compound

Waeighted Average Cost of Capital




Cautionary Statement

The information in this publication 1s
believed to be accurate at the date of
its publication and 1s given in good faith
but no representation or warranty as to
its completeness or accuracy 1s made
Suggestions in this publication are
merely opinions  Some statements and
in particular forward-locking statements,
by their nature, mvolve nsks and
uncertainties because they relate to
events and depend on circumstances

that will or may occur in the future and
actual results may differ from those
expressed in such statements as they
depend on a vanety of factors outside
the contral of Croda International Plc

No part of this publication should be
treated as an invitation or nducement to
irvest n the shares of Croda International
Plc and should not be relied upon when
making Investment decisions

Croda International Pl
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