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Highlights

International Greetings plc Annual report and gccounts 2012

* Profit before exceptional items and tax up 37% to £71 million (2011 £5 2 million)

* (Cash generated from operations of £11 5 rullion (2011 £10 7 million)

* Debt down 6% to £417 millien (2011 £44 4 milion) and year-end leverage

at 2 8 times (2011 35 times)

* Restructured cur Board in preparation for a new era of growth

*  Completed important investment in future efficiency at our operations

In the Netherlands and China

* Awarded the prestigious “Turnaround PLC of the year* from the Institute

for Turnaround

Sales (Em)

£221Im =

22

n 217
10 198
Profit before exceptional items and tax (Em)
£7 -I M e

*
12 7

Operating profit before exceptional items (£m)

£10.7m =

12 107

n 81

Net debt (Em)

£41.7m

6%

n 44 4

10 48 8

Visit us online: www internationalgreetings co uk
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Our strategy

Great design, innovative product solutions,
outstanding value and customer service.

That’s what we focus on.

Our strategy Is core to our business’s success Our five key focus points drive the Company
forward and keep us reaching for the high standards and targets we set ourselves

1 Nurturing valuable
relationships

2 Creating a toolbox
of expertise

3 Providing best
quality, value
and service

4 Giving our people
the knowledge
they need

5 Balancing our
business

1. Nurturing
valuable
relationships

We continually nurture
the deep and mutvally
valuable relationships
we enjoy with our
customers by delivering
great design, innovative
product solutions

and outstanding
customer services

2.Creatinga
toolbox of
expertise

We have createda
toolbox of marketing,
design, product

and brand category
expertise whichs
exploited in every
market through local
entreprenevurial
management.




Revenue by season
12

n

*® Christrmas £111 7m 51% (2011 £115 5m 53%)
* Everyday £109 1m 49% (2011 £1013m 47%)

Revenue by praduct category
2

n

» Gift packaging and greetings £148 5m &7%
(200 £142 4m 66%)

® Stat:onery and creative play £72 2m 33%
(20M £74 4m 34%)

3. Providing best
quality, value
and service

We are constantly
enhancing our
capabilities in buying,
innovation, sourcing
and manvufacturing so
we can leverage these
to provide best quality,
value and service.

Internationat Greetings plc Annual report and accounts 2012

Revenue by brand

€221 12 £221
£217 n £217
® Customer own brand £101 6m 46% (2011 £104 0m 48%)
® Trade/generc £119 2rm 54% (2011 £12 9m 52%)
Revenue by customer destination
£21 12 £221
£217 n £217

& UK £84 6m 39% (201 £89 9m 41%})

® USA £58 4m 26% (2011 £531m 25%)

* Europe £39 8m 18% (2011 £43 7m 20%)

® Austrolia and New Zeoland £29 6m 13% (2011 £25 6m 12%)
® Rest of the world £8 4m 4% (2011 £4 6m 2%}

4. Giving our people
the knowledge
they need

We strive to give our
people knowledge, tools
and inspiration to create
value for the Company
and help them pursue
their careers and goals.

5. Balancing our
business

We continue to balance
our business across
different geographic
regions, seasons, product
categories and brand,
thereby improving
margins and the profile
of our profitability

3
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Our design process

Following our products from concept
to customer.

Because it all starts with design.

Our design and product development process Is constantly improved
to maximise efficiency and therefore profit

2
1

Commercially driven design
A collaborative approach and product development
Accessing knowledge and Our products are designed and
research, including customer, engineered to provide commercially
consumer and market trends, appealing solutions and leverage
we develop fresh, new designs gtobal sales whilst reflecting
and products to generate sales local knowledge

in over 80 countries worldwide
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Focused on meeting customer expectations

Our focus 1s on supplying our customers with products that meet
consumer needs The establishment of these relationships has been
key to the development of the business We are concentrating our
efforts on the growing discount and value-end retailers where
operational efficcency 1s key to sustainable and competitive

supply on a profitable basis

to view our brachures and catalegues,
visit www intemationalgreetings co uk

Meeting quality standards

Quality control at the point of
manufacturnng and distrbution
1s an integral part of the service
provided to meet the rigorous
standards required by today's
major retailers

Providing award
winning services

A flexible and broad base

of logistics and inventory
management enables us to
provide award-winning services
to our customers

5
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Chairman'’s statement

A year of continued progress
to deliver improved
shareholder value.

John Chartton Chairman

Key achievements

. Profit before exceptional items and tax
up 37% to £7 1 million (2011 £5 2 million)

+ Cash generated from operations
of £115 mullion (2011 £10 7 million}

» Debt down 6% to £417 million
(201 £44 4 million) and year-end
leverage at 2 8 times (2011 3 5 times)

= Restructured our Board in preparation
for a new era of growth

- Completed important investment in
future efficiency at our operations in the
Netherlands and China

« Awarded the prestigious "Turnaround PLC of
the year" from the Institute for Turnaround

I am proud and privileged to have been appointed
Chairrman of our Group, following the retirement of my
predecessor, Keith James, during September 201 it is
therefore very pleasing for me to report that the Group
has made good progress, with profits before exceptional
itemns and tax increasing by 37% over the pricr year to
reach £71 million At the same tirme our balance sheet
continues to strengthen showing a reduction in net
debt and an improvement n our leverage ratio

Revenues for the year ended 31 March 2012 rose by 2%

to £221 rrullion, from continuing operations Operating
profit before exceptional items was up 33% to £10 7 mullion
and £6 8 million after exceptional iterns whilst, as stated,
profit before exceptional items and tax was up 37% to
£71 mulhion and £3 2 million after exceptional items

Debt fell by 6% to £417 million and cash generated

from operations, excluding exceptionat items rose

to £15 4 mullion compared with £12 4 million the

previous year

Following the restructuring of the Group over the past
several years, our focus now 1s on rmproving efficiency,
developing sales and growing profits in the areas of our
business where we are committed to be true market
leaders, whilst continuing to look at every opportunity
to improve our cost effectiveness in competitive and
challenging markets It s therefore a continuous
strategy that we seek out initiatives to improve our
margins as a consequence of reducing our cost of goods
by implementing manufactuning efficiencies, creative
product developrment and effective sourcing techniques
To these ends, during the year we have made significant
investments to relocate our monufacturing facilities in
China and install a state-of-the-art gift wrap printing
press in our company 1n Holland Whthin each of the
countries that we operate, we see that consumers and
as a consequence our retail customers, are increasingly
looking for "value for money” in the products that they
purchase Accordingly, we challenge the management in
all our businesses to find ways to not only look for sales
and profit opportunities, but also to deliver improved
gross margens

As previously advised, Keith James retired as our
Chairman follewing the Annual General Meeting In
September 2011 Keith joined the Board in 2004 and

was appointed Chairman in 2006 | should like to place
an record our thanks and appreciotion for the significant
contribution that he made to the Group during that period
Under his leadership, the CGroup successfully carned out
some essential reorganisation and restructuning and is
now well placed to go forwards | wish Keith a long,
happy and healthy pencd of retirement

During the year three of our Executive Directors also left
our Group Charles Uwakaneme, who played an important
role in the reorganisation of our businesses in the UK
and continental Europe, retired at the same time as
Kerth James Sheryl Tye, our Group Finance Director left
In September, having played a vital part in the restructunng
of our finances, systerns, controls and monagement
reporting over the past three years Martin Hornung,




to read more about our range of products,
visit us online at www internationalgreetings co uk

who joined our Group 22 years ago foltowing our
acquisttion of the cracker company Brite Sparks was
responsible for our manufactuning and sourang offices
in China and Hong Kong, Martin left in December 2011
We also saw the departure of Chns Howell from our
Board, following hus three year term of office Chnis
Jjoined as a Non-Executive Director in 2009 and was
Charr of cur Audit Committee | should like to thank each
of them for their contributions to our various successes
over the years aond therr loyalty and support On behalf
of the Baard, we wish them every success for the future

However, | am delighted to welcome three new Directors

to the Beard Anthony Lawninson joined as Chief Finance
Officer in October 2011 Anthony previously held the same
role with Reliance Secunty Group Limited and prior to that
02 Arwave Elaine Bond joined as a Non-Executive Director
in February 2012. Elaine is also a Non-Executive Director
of Yorkshire Ambulance Service and was previously
Group Operations Director of UK Greetings Ltd, the UK's
largest manufacturer of greeting cards, gift wrap and
related sociat expression products Phil Dutton joined

as a Non-Executive Director in May 2012 and s alse Charr
of our Audit Committee Phi was previously Finance Director
of Matalan Plc, Finance Director of Asda Stores and more
recently Group Finance Director of Punch Taverns Plc. ) wish
all three every success and fulfilment on joiring our Board
and look forward to working with them

Internatlonal Greetings plc Annual report and eccounts 2082

I should like to thank my colleagues on the Board for
their hard work and support that they have given to
me personally and for their loyalty, commitrent and
contributions to the Group Similarly, | wish to record
our thanks and appreciation to all our staff within
the Group for their loyalty, efforts and support

It 15 through their hard work that we are making
the progress that | am able to report Finalty, | thank
our shareholders, bankers, customers, suppliers and
advisors for therr loyalty and continuing support to
our businesses throughout the world that compnise
Internationat Greetings plc

John Charlton
Chairman

27 doae 2012
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Chief Executive Officer's review

Focussing on growth.

Paul Fineman Chief Executive Officer

Key achievements

- Operating profit before exceptional items
up 33% to £107 million and £6 8 million
after exceptional items

- Cash generated from operations before
exceptional items £15 4 million

- Debt down 6% to £417 million
+ Successful relocation of China factory

- Reorgamisation of Hong Kong
based operations

» Installation of new state-of-the-art gift
wrap manufacturing in Holland

+ Operational streamliming in the UK
- Major profits growth in USA

| am pleased to report that we have delivered another
year of solid growth with excellent progress achteved
across our portfolio of actvity As a result operating
profit before exceptional items, has exceeded market
expectations, whilst we have also continuved our trend,
I recent years, of generating increased levels of cash
and reducing debt

The sustained increase in gross margins sales and
profitability reflects the strong platform we now have

in place across the business This, combined with our
ability to design and engineer commeraally appealing
product solutions and develop innovative and added value
categories, has enabled us to deliver sustained growth
at Group level since 2008

Despite continued inflationary pressures on our cost base,
we have achieved improved efficiencies, particularly
through reorganisation in the UK and Hong Kong and
investment in manufactunng in China and Holland
These actions have enabled us to maintain our ability
to profitably compete in commoditised markets, whilst
providing exceptional value and excellent senvice to our
customers on a werldwide basis

The encouraging growth outlined abeve has been
achieved despite the continued challenging market
conditions and we remain focused on identifying and
delivering new and significant opportunities for
accelerating future profits growth

Geographical highlights

UK and Asia

The UK and Asio business accounted for 53% (2011 S4%)

of the Group's revenue for the year Sales were sustained
following strong growth 1in the prior year, driven by a
notable expansion and contribution In product categories
targeted at entry level price points, which led to
record-breaking volumes and efficent manufacturing

The year saw a particularly strong performance in our
gift packaging and greetings categones, with a 70%
increase in our sales of single greeting cards tn the UK
market We expect this growth to continue following the
commencement of trading in the area of personolised,
digital, online greetings and the expansion of our
portfolio of products and service within this marketplace

Within the UK, our businesses engaged in the stationery,
creative play and gift categones have continued to iImprove
profitability, by focusing on operational efficiency and a

collaborative approach to sales and product developrment.

The ever-closer co-operation of our UK and Asia based
operations, enabled us to prowvide on-time, In-full deliveries
throughout the year, whilst reducing our cost base through
the merger and reorganisation of our Hong Kong-based
sourcing, quality control and customer hiaison facilities



The relocation of our China-based manufacturing facilities
from Shenzhen to Huizhou will result in the establishment
of a lower cost base that will enable us to remain
competitive, whilst providing the highest standards

of quality and service to cur globat customers

Mainland Europe

In what is currently the most challenging of our main
rnarkets, mainland Europe accounted for 13% (2011 15%)
of the Group's revenue for the year, representing ¢ fall in
revenue of 13% Nevertheless, tight controt of overheads
and margins ensured that all of cur European businesses
were profitable and the purchase and timely instaliation
of a new, highly efficient gift wrap manufactunng plant
in Holland has enabled us to establish new opportunities
for reduced cost and profitable expansion

However, as in other regions, value and mass
market retailers have proved to be most resikent
to econoamic conditions and we have established
and nurtured important relationships with many
of the key pan-Eurcpean retail groups which will
serve us well geing forward

USA

The USA operations accounted for 20% {2011 19%) of the
Group's revenue for the year Sales increased by 13% and
profits improved sigruficantly on the prior year, continuing
the trend established in 201

Growth was delivered across all business segments
and, from an operaticnal perspective, we achieved good
execution of production, pracurement and shipping

Whilst our business has enjoyed growth with our
major customers, including the world's largest retailers,
we have developed and expanded our trading base,
with over 1,000 new customers established over the
last twe years In addition, we have also developed
incremental product categones and custormer channels
for future growth Of particular note 1s the growth
achieved with retailers speaialising in 51 priced
merchandise, where we provide great design

and value to a fast growing market

international Grestings plc Annual repert and accounts 2012

Austrabia

Artwrap Australia accounted for 13% (201 12%) of the
Group's revenue for the year Sales increased by 16%,
in a currently resitient marketplace, and the business
continued to expand its customer base throughout
Australia, New Zealand and the Pacific Region

To support future growth and deliver greater efficiency,
we have invested in fast payback improvements to our
Melbourne-based logistics faclities, that are planned to
have an impact in the next financial year and beyond

Customers and licences

We have once again seen the expansion i our global
sales of products developed under our portfolio of
International Greetings’ own generic brands, thus
enabling us to leverage our designs and product
development on a wortdwide basis

At the same tirne, we have enjoyed considerable success
in the areas of licensed product categories and durtng
the year, in addition to strong sales of well-established
"perennial” characters, we have seen excellent performance
In the sales of o wide selection of our Peppa Pig™ products
and the recently intreduced Monster High™ range

Qur hicensed characters and brands in 2012/13 continue

to help us provide our customers with a superb choice

of generic licensed and bespoke products

9
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Chief Executive Officer's review (continued)

Customers and licences continved

Whilst we have long established relationships with
many of the world’s major retailers, there remains
significant opportumty for us to expand our business
with existing customers, as well as with targeted new
customers and channels We remain fully aware of
the changing dynamics in the marketplace and have
established a flexible and efficient manufacturing
and sourcing base to meet the needs of our custorners
In a competitive marketplace, offening global seale
with local knowledge and service

Qurteam

Qur teams across the Group have continued to meet the
challenges of combatting cost inflation, whilst providing
the highest standards of product and service to customers
whose focus ond main areas of growth have been in
entry level price point categones This has been reflected
in the impressive growth of our gross margins through
the combination of driving efficiency and adding value
threugh innovatien

| take the opportunity of thanking our teams for their
energy, enthusiasm and commitment in continuing to
drive our business forward

Our strategy
Our five key focus points enable us to achieve high
standards and reach the targets we set ourselves

«  Nurturing the mutually valuable relationships we
enjoy with our customers, suppliers and stakeholders

= Creating a toolbox of marketing design product
and brand category expertise

« Providing best quality value and service through
optimum product development, manufacturing,
sourcing and supply

« Giving our teams across the world the knowledge
and tools needed to achieve their goals

« Balancng our business, through sustainabte and
growing sales across geographic regions, seasons,
product categores and brands

Designed te succeed

The disaplines and processes that have been put In
place in recent years to enable us to significantly reduce
debt and improve leverage remain important te us
We have now established an organisation, strategy
and culture to sustain existing iIncome streams and
drive profitable expansion of our global businesses,
which are increasingly working together to drive
effictencies and harness opportunities

Whulst one of our core competencies 1s our ability to
design commercially appealing products that meet the
needs of our customers and consumers we have focused
our energles to ensure that all aspects of our business

- operational, financial and commeraal - are designed
to succeed

| am delighted that our 201112 resuits were ahead

of market expectations and we are focused on achieving
continued sustaimed growth across the business during
201213 and beyond We remain focused on identsfying new
oppertunities and implementing plans for future growth
and ultimately on continuing te drive shareholder value

Paul Fineman
CEO

277 Jone 212
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Financial review

Increasing profit,
decreasing leverage.

Anthony Lawrinson Chief Financial Officer

Key achievements

Sales up 2% to £221 million from continuing
operations despite challenging markets
in Europe

Gross profit margins up from 17 4% to 19 3%

Operating profit before exceptional iterms
up 33% to £10 7 million

Profit before exceptional items and tax
up 37% to £7 1 milbion

Cash generated from operations
before exceptional items of £15 4 million
(201 £12 &4 million)

Net debt down from £44 4 rmullion to

£417 million which, together with increased
profitability, reduces year-end leverage

to 2 8 times down from 3 5 times

New longer-term banking facilities
in place in UK and USA

Group performance
Our focus on margins, operating profits and cash

{2011 £216 9 mullion) External sales from the UK were
maintained following strong growth in the prior year
(+8%) Europe was our most difficult marketplace where
external sales fell 13% However, this was more than
offset by excellent sales growth at our USA and Australian
operations of +13% and +16% respectively

Gross profit margin has increased significantly to 19 3%
(20N 17 4%) and reflects continued margin recovery in the
UK but atse margin development in the USA and especially
Australia Geographical diversity, an improving mix of
own brand products and innovative design engineering
to price points have created this result i markets where
we have seen deflationary pressure on setling prices
and inflationary pressure on raw matenals and goods
sourced from the Far East

Favourabte sea freight rates in 2011/12 have helped to
offset these pressures but this benefit 1s not continuing
1 the current year Increasing rates will make further gross
margin improvement more difficult in the year ahead

Overheads in absolute terms have increased year-on-year
by £11 million, excluding the effect of currency (£0 8 millior)
However, this pnmarily reflects the effect of benefits in
2010/1 which did not recur in 2011/12, increasing spend

on medium-term business development opportunities
and investment in people {(particularly sales) in our
growing USA and Australian markets Cost control rernains

rnanagement has resulted in further steady improvement
to the financial position of the business Net debt asa
multiple of pre-exceptional EBITDA has fallen to under
2 8 times (2011 35 times) at the year end and our
portfolio of international businesses has provided
financial resiience in tough trading markets

tight and the opportunity to generate substantial
improvements to profitability with bmited investrment in
our overhead base remains clear Opportunities to remove
or reduce costs are constantly sought out and new costs
are only incurred where actual or prospective value can
be demonstrated

Continuing operations
Revenues from continuing operations for the year to
31 March 2012 were up shightly by 2% to £220 8 million

Operating profit before exceptional items increased by
33% to £10 7 milion (2011 £81 mullion) After exceptional
items, operating profit was £6 8 million (201 £7 2 million)
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Financial review (continued)

to read more about our range of products
visit us online ot www Internctionalgreetings co uk

Continuing operations continued

Exceptional stems during the year amounted to £39 mitlion
before tax (2011 £0 9 rmillion) As previously announced
these relate to

- restructuring relating to Board of Directors and senior
personnel within our UK businesses (£12 million) which s
expected to result in annuat savings of £0 6 milllon and

« the relocation of our factory in China and associated
restructuring of management (£2 7 million) This
included relocation/redundancy costs, relocation
of equipment and costs of exit from our previous
leasehold arrangements

The significant investment to relocate our factory

within China will matenally reduce rental and labour
costs, generating both absolute savings and mitigating
the effect of labour inflation that would otherwise have
been experienced Payback 1s expected to be approximately
two years

Finance expenses in the year were £3 6 rmillion

(201 £2 9 milhon) despite falling year-end debt

This change reflects increased costs and margins
associated with the refinancing and extension of our
banking faalities to longer matunties (£0 4 milion) but
also unrealised market movements on Euro-deneminated
interest rate swaps which were not hedge accounted
{£0 3 rrullion) Notes 8 and 20 to the financial
statements provide further information

Profit before exceptronal items and tax was up 37%
to £7 1 million (2011 £5 2 mullion)

Profit before tax from continuing operations was
£3 2 million (2011 £4 3 million) after charging exceptional
items of £3 9 million (2011 £0 9 mullion)

Taxation

The headline taxatton charge of £175 rmillron

(201 credit £0 7 mullion) or 55 3% arises because of the
exceptional costs assoaated with the factory relocation
in Ching, where no taxation relief has been recognised
as the prospect of this crystallising i1s low

The effective underlying tax charge an profits before
exceptional items s 27 5% (2011 tax credit 8 0%) with the
prior pencd benefiting from recognition of deferred tox
assets relating to historical losses in the USA and loss
carry-backs in Europe Actual taxation paid in cash
during the year amounted to £11 mutlion (2011 £0 4 million)
and arose almost entirely in Australia

The current geographical profile of Group profits before
exceptional items at current local rates of tax would
result in an underlying blended tax rate of approximately
31% However, there are still losses in the USA and UK
with a current tax value of £4 8 million, not yet
recognised in the balance sheet, and the opportunity to
recogrise and utilise these as profitability improves will
suppress the actual tax rate for some time to come

Profit for the year

Profit for the year was £14 rmallion (2011 £49 million)
However, this was after charging £3 7 rrullion

(2011 £0 6 miltion) in respect of exceptional items

Earnings per share and dividends

The basic earmings per share was 0 3p (2011 7 5p) After
removing the effect of exceptional items, the adjusted
earnings per share increases to 7 2p (2011 8 9p) However,
the effect of the pnor year taxation credit as compared
with current year charge was to in¢crease adjusted earnings
per share in the prior year by approxamately 3 4p This
means that the true underlying change in earnings per
share 1s an increase from 55p to 7 2p

A large proportion of employee share options vested
n Decernber 2011 and, as these are exercised, earnings
per share will trend towards the fully diluted levels

At 31 March 2012, 10 million shares had been exercised
with a fyrther 4 5 milien shores which had vested but
not yet been exercised

No dividend was paid duning the year (2001 £Nil) and
the Board does not propose a final dividend for the year
The primary focus remains the reduction of leverage from
the current level of 2 8 times EBITDA to below 20 times
EBITDA. At this point, the Board will consider whether it
15 appropriate to resume dividends




Balance sheet and cash flow

Net debt at 31 March 2012 reduced by 6% to £417 mullion
(201 £44 4 million) (see notes 19 and 29 to the
financial statements)

Year-end net debt incdludes amounts denominated in
US dollars of $20 7 mutlion (2011 $214 million) and in
euros of €110 mulion (2011 €14 9 million) The year-end
exchange rates were 5160 (2011 $161) and €120 (201 €113)

Weorking capital management continues to be a priority
Outstanding debtors are monitored closely, both to
rmaximise cash but also to reduce our credit nsk Trade
debtors fetl slightly to £17 1 million {201 £17 4 rmillion)
on slightly increased sales with foreign exchange rotes
representing one third of this small reduction The charge
for bad and doubtful debts in the year was mirnirmal
and at year end debtors net of provisions in excess

of 60 days overdue at £0 &4 million accounted for just

2 5% of the debtor balance, reflecting continual and
careful attention to this nisk.

Gross stock levels declined by 8 2% from £51 6 mullion

to £47 3 milion This 1s despite the fact that, as last year,
success in obtaining early firm customer orders allowed
more factory production to begin for the coming season
ahead of the traditienal summer peak This allows more
efficent use of resources throughout the year, reducing costs

Older stock (rmeasured as over 15 months since last
purchase) fell by a further 35% (2011 25% reduction)

to £5 2 mullion (2011 £8 1 million) Qur businesses have
cansistently achieved in excess of 100% recovery against
written down values of old stock, indicating adequate
provisicning levels

Group cash generated from operattons was £115 mullion
(201 £10 7 million) Stated before outflows relating to
exceptional items cash generated from operations was
stronger still at £15 4 mullion {201 £12 4 mllion)

Capital expenditure was slightly above depreciation
but remains relatively low at £4 4 million for the year
(201 £27 muilion) This reflects the investment in g new

International Greetings plc Annual report and accounts 2012

Gross margin

Gaod manogement of product mix and engineering
has dniven marg:ns higher despite price pressures

19.3%

12 193

state-of-the-art printing press at our gift-wrap
manufactuning eperation in Europe and modest

capital costs assoaated with the setup of our new
factory location in Ching Both investments will improve
effiaencies and further enhance our competitive portfolio
of products and services

The property in the USA purchased last year and held for
resale was disposed of in the year realising £0 5 million

Equity attributable to shareholders has decreased from
£48 1 million to £47 8 million The reduction anses despite
profits generated because of reductions to unrealised
hedging and translation reserves

Risks and key performance indicators
Qur areas of primary focus are

+ improved profitability, which we aim to achieve
through top line growth in selected markets and
channels together with strong cost and gross margin
management, and

- lower leverage measured as the ratio of net debt to
pre-exceptional EBITDA, which we aim to achieve
through improved profitability together with close
management of our werking capital

Operationally we are increasing the spread of our revenue
base and enhancing our margins by seeking to balance
our business across.

« different territones - turnover to UK destinations has
fallen to 39% from 41% {see note 4),

« different products - stationery and creative play
products account for 33% of turnover (see note 4),

« more everyday products across the year - despite
the strength of giftwrap sales which are strongly
seasonal, everyday product represents 49% of
revenue, up from 47% last year, and

« brands - the profile of IG brands and licensed
products continues to grow with sates i this
category now represeniting 54% of our revenue
up from 52% lost year
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Financial review (continued)

Leverage

Year-end leverage s reducing steadily

2.8 times

n 35

Net debt divided by pre-exceptionol EBITDA.

Treasury operations

As announced mn last year's annual report, in July 2011 the
principal bank of the Group agreed to restructure and extend
its facilities as follows, providing a sound capital foundatron
with @ matunity profile to suit the Group's needs

+ two terrn loans, totalling £29 9 million, split between
US dollars and sterling, and repayable over five years,
with a £14 9 million repayment on the fifth anniversary;

» atwo year asset backed loan facility secured on the
stock and debtors of the two largest UK businesses,

= @ one year rolling revolving multi-currency credit
faality of up to £33 4 million, and

- a one year rolling multi-currency overdraft facility
of up to £5 million

The blended interest rate on these faclibes in 20112 was
Just over 4% and the short-term element of these facilities
was renewed on improved terms in May 2012 which wall
shghtly lower the blended rate in the forthcoming year
and provides significant additional headroom giving the
Group the flexibility to take edvantage of value enhanang
supplier and customer terms where appropriate

Additionally, access to faalities was diversified through
the addition of a USA bank in July 2011 whoe provide a
three year asset backed loan facility of up to $25 mitlion,
at a rate of 25% over USA LIBOR

There are financial covenants attached to our facilities
and the Group comfortably complied with these
throughout the year These covenants include

« debt service, being the ratio of cash flow available
to finance costs on a rolling twelve month basis,

« interest cover, being the ratic of earnings before
interest, depreciation and amortisation to interest
on a rolling twelve month basis,

« leverage being the ratio of debt to pre-exceptional
EBITDA on a rolling twelve month basis, and

Stock
Closing gross stock down 8 2% ond levels of older
stock fell by 35% to £5 2 midlion

Gross stock

Old stock

12 52 473
n 81 516

10 106 551

» in the ndwdual businesses which have asset backed
loans, covenants of pre-excepticnal EBITDA before
interest, depreciation on a rotling twelve month basis
compared with the forecast, and the dilution of credit
notes as ¢ percentage of invoices 1ssued

The Group has entered into various interest rate swaps
denominated in US dollars and sterling and renewed others
tn Euros to improve certainty over interest charges This also
provided the cpportunity to adopt hedge accounting where
previously fluctuations had been experienced asscciated
with unrealised market movements

Note 29 to the finanaal stotements provides
further information

Antheony Lawrmson
CFO

27 done_ W\Z




Internationai Greetings plc Annual report and accounts 2012

Risk management

Identifying and managing
risks and uncertainties.

Any commercial opportunities
bring a degree of risk.

Category

Description of risk

Currency exposure

The Group 15 exposed to currency nsk, which impacts in three prinapal ways

1 translation of the results of our overseas businesses, which account for nearly half of the
Group's sales and three-quarters of profit before tax the businesses are seasonal and this
can mean that fluctuations in pericdic results can be exacerbated by exchange movements
n that pened,

purchase prices are subject to currency fluctuations aganst the local currency sales prrce
n particular approximately half of the Group s sales are of rtems which are bought 1n or
manufactured in Asia and are paid for using US dollars or Chinese renminbr and

the Group 1s funded i a mixture of currencies, tallored where possible to match the needs
of each business and to reduce the effect of currency fluctuations on the Group's financial
results However, the main banking facibity 1s denorminated 1n sterling with some balances
drawn in US dollars hence should exchange rates move adversely this has implications on
the available headroom

Mitigation

The Directors mitigate these risks vsing a mixture of natural hedges and, where appropriate,
spot purchases and forward contracts. Translation nisks are only hedged selectively

Availability of iquidity

The Group’s operations are highly seasonal and significant flexible working capital funding
1s required duning the course of the annual trading cycle The Group 15 dependent on the
continuing support of its bankers for these working capital facilities A reduction in the
availabtlity of these facilities would maternally impact the Group's ability to fulfil its
obligations as they fall due

Mitigation

The Group budgets carefully and cautiously and operates regular forecasting and cash
monitenng processes against facilities available Based on budgeted requirements, the
Group maintains berrowing lines with a range of counterparties and maturities, estimated
to be sufficient to cover funding requirements These borrowing lines range from short-term
facities of one year to long-term debt of up to 20 years (16 years remaining} Significant
tranches of funding were refinanced in August 201 for four and five years respectively

See note 20 to the finanaial statements

Inventory obsolescence

The Group's business remains highly seascnal and fashions in some products change from
year to year Poor sell-through where the Group carnes inventory nisk can result in the value
realised falling below cost

Mitigation

The Group maintains a blend of business between customer brands and its own brands
Purchasing and production decisions are carefully controlled at local level and KPIs including
inventery turn and ageng are monitored by the Board Each business aims to minmuse its
inventory holdings relative to economic return and provides appropriately to ensure inventory
15 held at the lower of cost and net realisable value

15
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Risk management (continued)

Category

Description of nsk

Supply chain

The Group uses a large number of external suppliers, with bought-in goods for resale
purchased mainly from Asia Issues with the quality or integnty of supply chain, particularly
at peak season, could result in contractual penalties or adversely impact the Group’s ability
to maintain supply to its customers

Mitigation

The Group manufactures, where expedient to do so, more of its own goods in China and
other lacations throughout the world Suppliers are carefully selected and their performance
monrtored by our businesses and locally from our sourcing office In Hong Kong threugh
means such as clear contractual terms of business, robust quality controt and on-site visits
Alternative routes of supply are maintained wherever possible to assure keen pricing and
continuity of supply

Economic cimate

Given the relatively low value product within our market, with an average retail price of

less than £2, the Directors believe that aggregate end customer demand remains relatively
unaffected by the current econermic cimate However, while fewer customers have gone into
adrministration relative to recent years, risks associated with the current econornic arcurnstances
remain prominent These manifest through loss of sales If customers stop trading or we elect
not to do business with them, pressure to margins, particutarly in the more commoditised
products, and bad debts arising

Mitigation

The Group maintains tight credit control precedures, regularly reviews credit imits and avoids
concentrating on ony one geographic location or placing over reliance on any one customer
The largest single customer accounts for approximately 7% of overall sales Amounts presented
in the balance sheet are net of allowances for doubtful receivables, which are made both for
identified loss events which evidence a reduction in the recoverability of the cash, and to provide
against the probability of a number of as yet unidentified loss events based on the age of
overdue debts

Management nsk

The Group operates subsidiarnes and a joint venture in a number of geographical locations
across four continents with tight margins requiring close attention to detail both in supply
and sale A number of our businesses benefit from close local entrepreneunal management
from skilled management teams particularly in this challenging economic cirnate Loss of key
management personnel could adversely impact the results of one or more of those businesses

Mitigation

The Group's activities in Asia are particularly integral to the supply chain for our UK operations
The China factory berefits from carefully selected local management but 15 alse menitored
by the UK management team by way of on-site reviews and regular monitoring of key
performance indicators The Group considers succession planning and seeks to develop
strong teams around key individuals to reduce the impact of potential loss

Operational disruption

The Group cperates four majer factories plus several trading sites across the world including
Ching, UK, UsA, Australia and mamland Eurcpe The Group’s business 1s dependent on the
ongoing operation of these facilities particularly at peak season A significant operational
disruption could adversely affect its obibity to make and supply products to customers

on a timely basis

Mitigation

The Group has implemented policies and procedures to efficiently and safely manage its
operations and to maintain continuity of supply The factonies operate to quality standards
and are subject to regutar customer, internal health, safety ond environmental audits
The Group Insures against a range of known operational nisks and maintains an actively
managed programme with its insurers and advisers to manage both operational risks
and Insurance prermiums




Board of Directors

From left to right Elaine Bond, Anders Hedtund John Charlton, Anthony Lawrninsoen Paul Fineman

John Charlton

Non-Executive Chairman

John joined the Board in April 2010
and was appointed Chairman of the
Board on 7 September 20N John
chairs the Remuneration Commuttee
and 15 a mernber of the Audit Committee
John s alse Chairman of Amscan UK
and Chairman of South Africa Greetings
Corporation (PTY) Ltd He was previously
Senior Vice President International of
American Greetings Corporation and
Chief Executive of UK Greetings Ltd

Anders Hedlund

Founder and Nen-Executive

Deputy Chairman

Anders founded the Group 1n 1979

and was josnt Chief Executive Officer
of Internationat Greetings until
Decemnber 2007, when he was appointed
Nen-Executive Deputy Chairman

Adwvisers

Financial and nominated adviser
and joint broker

Cenkos Securities Plc

6.7, 8, Tokenhouse Yard

Londen EC2R 7AS

Jomnt broker

Arden Partners Plc
125 Old Broad Street
London EC2N AR

Auditors

Ernst & Young LLP
400 Capability Green
Luton LU 3LL

International Greetings pic Annuat report and accounts 2012

Paul Fineman

Chief Executive Officer

Paul jotnad the Board in May 2005
as Chief Executive Officer of Anker
International PLC He was appointed
Group Managing Directar in January
2008 and then appointed Group CEQ
in January 2009

Elame Bond

Non-Executive Director

Etaine joined the Board as

a Non-Executive Director on

31 January 2012 Elaine s @
member of the Remuneration
Commuttee and the Audit Committee
She 1s g Non-Executive Director of
Yorkshire Ambulance Service and
was previously Group Operations
Director of UK Greetings Ltd, the UK
subsidiary of American Greetings

Registered office
Belgrave House
Hatfield Business Park
Frobisher Way
Hatfield

Herts ALIO 9TQ

Share registrar
Capita Registrars
The Registry

34 Beckenham Road
Beckenham

Kent BR3 4TW

Anthony Lawrinson

Chief Financial Officer

and Company Secretary

Anthony Joined the Board in
Octcber 2011 as Chief Financeat Officer
and Company Secretary Anthony's
former roles include Group Finance
Director of Reliance Security Group,
Chief Financial Officer at O2 Airwave
and Group Treasurer at 02 PLC &
Hickson International PLC. Anthany
1s @ member of the ICAEW and the
Association of Corporate Treasurers

Phil Dutton

Non-Executive Director

Phil Dutton joined the Board an

24 May 2012 Phul s former roles
include Group Finance Director of
Punch Taverns and Finance Director
of Matalan He s Chairman of the
Audit Committee and o member

of the Remuneration Committee

Tel UK 087t 664 0300

(Calls cost 10p per minute plus network
extras Lines are open from 8 30am to
5 30pm, Monday to Friday)

Tel Overseas +44 (0)20 8639 3399

Email shareholderservices@
capitaregistrars com

17

UDUIBAON MBIA] SSaUISNG MIIAIBAQ

SjDDUDUIY



13

International Graetings plc Annual report and atcounts 2012

Corporate governance statement

Corporate governdance

The UK Corporate Governance Code (formerly the Combined Code) sets out standards of good practice in relation to
Board leadership and effectiveness, remuneration, accountability and relations with shareholders It 1s mandatory for
fully listed companies Whilst there 15 no obligation for AIM listed companies to comply with this code, the Directors
endorse the prinaiples of effective corporate governance and are committed to maintaiming the highest standards
of ethucs, integnity and professionat competence The Directors do not consider full complianee with the Code 1s approprate
for the Group at this stage of its development but will keep the matter under review and continue to develop procedures
as the Group grows

Board of Directors

The principal duty of the Board 1s to represent and pretect the interests of the Company's shareholders by ensuring
that the Company is well-managed and operated in a way that s in the interests of all shareholders The Board 1s

responsible for oversight of the formulation and implementation of the strategy of the Company and also for oversight
of the Company’s operetions

Division of responsibilities

There 1s a distinct and defined division of responsibilities between the Chairman and the Chief Executive Officer (CEQ)
The Chairman 1s pnmarily responsible for the effective working of the Board and the CEO for the operational management
of the business and for the implementation of the agreed strategy

Composition of the Board
Duning the accounting penod, there ware a number of changes to the Board Charles Uwakaneme and Keith James
both retired at the AGM on 7 September 2011 and John Charlton was elected Chairman as successor to Keith

Martin Hornung and Sheryl Tye both resigned from the Board subsequent to the AGM and Anthony Lawrninson was
appointed to the Board as Chief Financial Officer (CFO) on 3 October 201

Dr Elaine Bond was appointed to the Beard as o Non-Executive Director with effect from 31 January 2012 Phil Dutton
was alse appointed as o Non-Executive Director on 24 May 2012 subsequent to the year end and replaces Chris Howell
as Chair of the Audit Committee after Chnis stepped down at the end of March 2012,

Anders Hedlund also holds the position of Non-Executive Director on the Board Anders is presumed not independent
because, as founder, he has served on the Board since the Company's inception, he holds significant interests in the
shareholding of the Company and alse fulfils a consultancy role within one of the Group's businesses

As at the date of this report, all of the other Non-Executive Directors are considered independent under the UK Corporate
Governance Code

Role of Non-Executive Directors

The Company’s Non-Executive Directors provide input to the business by contributing to the oversight function of the
Board and to the development of the Company’s strategy Non-Executive Directors are required to be satisfied that

the financial information 1s accurate and that internal control procedures governing risk management are effective
and appropriate

Board precess and information

The Board met nine times during the year, including an extended review of 2012/13 budgets with serior management
over three days The Board aims to meet at least six times a year for formal Board meetings and a further five times in
between for informal business reviews, to review budgets and to focus on strategy Dialogue cecurs regularly between
Directors outside of scheduled meetings

Meeting agendos include review and approval of minutes recorded, matters ansing, a review of material operationat
matters relating to our businesses and other speaal items for discussion or consideration Board rnatenals are usually
arculated at least three business days in advance to allow Directors adequate time to prepare

The Board receives operational and financal information and reperts from the CEQ/CFO to assist in monitoring
and assessing the engoing performance of the business on a monthly basis
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Accountability and audit
All Directors have accepted a duty of care and accountability to oct in the interests of the Company

The Group Audit Committee oversees how the Board monitors risk and reviews the adequacy of the risk
management framework During the year the Audit Committee was chaired by C Howell K James, § Charlton
and E Bond (Non-Executive Directors) were members during their periods of tenure

The Commuittee meets as required during the year and at least twice with the Group's external auditors Its role is to
review the intenm and final financaial statements for approval by the Beard, to ensure that operational and financial
contrels are functioning properly, and to provide the forum through which the Group's external auditors report to
the Board

Rizk management

The Board of Directors has overall responsibility for the establishment and oversight of the Group's nsk management
framework The Group s sk management systems, policies and procedures are established te identify and analyse
the risks faced by the Group to set appropriate risk imits and controls, and to monttor the rnisks and adherence to
limits Such a system 1s designed to manage rather than ehminate the rnisk of failure to achieve business objectives,
and can only provide a reasonable and not absolute assurance against matenal misstatement or loss Risk management
processes are reviewed regularly by the Audit Committee to reflect changes in market conditions and the Group's
activities The Board's oversight covers all controls, inctuding financial, operational and compliance controls and
general risk management

It 1s based princaipally on reviewing reports from management to constder whether significant nisks are identified,
evaluated, managed and controlled and whether any significant weaknesses are promptly remedied and indicate
the need for more extensive monitoring
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Directors’ report

Directors’ report
The Directors present their annual report and the audited financial statements for the year ended 31 March 2012

Principal activities
The principal activity of the Group 1s the design, manufacture and distribution of gift packaging and greetings,
statienery and creative play products

The subsidiaries and associated undertakings prinapally affecting the profits or net assets of the Group in the year
are Listed in note 4 to the Company financial statements
Business review

Full details of the results for the year are set out in the attached financial statements

A review of the performance of the business dunng the year and an indication of its future developments can be
found in the Chairman's Statement on page 6 and Chief Executive Officer’s Review on page 8

A summary of the finanaal impact of major events during the year and the finanaal position at 31 March 2012 can
be found in the Finanaial Review on pages 11 to 14 Infermation about the use of finanaal iInstruments by the Company
and its subsidianies 1s given in note 29 to the finanaal stotements

Dwidends
No interim dividend was paid (2011 £Nil) The Directors do not recommend a final dividend (2011 £Nil)

Capital structure

Details of the 1ssued share capital, together with details of the movements in the Company’s 1ssued share capital
during the year are shown in note 25 The Company has one class of ordinary shares which carry no nght to fixed
ncome Each share carnies the right to one vote at general meetings of the Company There are no specific restrnictions
on the size of a holding nor on the transfer of shares, which are both governed by the generat provisions of the
Articles of Assoaation and prevatling legislation

Details on share-based payments are set out in note 28 to the financial statements and the Directers’ Remuneration
Report No person has any special rights or control over the Company's share capital and oll issued shares are fully paid
Directors and Directors’ interests

The Directors who held office during the year were as follows

E Bond (appointed 31 Jarnuary 2012)

1 Chaorlton

P Fineman

S AHedlund

M Hernung (resigned 14 December 20M)

C Howell (resigned 31 March 2012)

K Jarnes (resigned 7 September 2011)

A Lawrinson (appointed 3 October 2011)

S Tye (resigned 30 September 201)

C Uwakaneme (resigned 7 September 2011)

Subsequent to the year end, Phil Dutton was appointed on 24 May 2012 as a Non-Executive Director and Chairman
of the Audit Committee

In accordance with the Company’s Articles of Assoctation, P Fineman, A Lawrinson, E Bond and P Dutton wilt stand
for election at the forthcoming Annual General Meeting
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Directors and Directors' interests continued
The Directors who held office dunng the year had the following direct tnterests in the ordinary shares of the Cormpany

Interest at end of year* Interest at beginning of year*

Ordinary shares Options Ordinary shares Cptions
E Bond - - - -
J Charlton® - - - -
P Fineman® 2,188,534 2,265,000 2,188,534 2,265,000
S A Hedlund® 448 - 448 -
M Hornung® 315,019 650,000 315,019 650,000
C Howell 105,000 - 105 000 -
K James 50562 - 50,562 -
A Lawrinson - - - -
S Tye 42,000 300,000 42,0600 300,000
CUwakaneme 40,000 250,000 40,000 250,000

Or date of resignotion
= Ordate of appointment if later
In addition to the cbove holdings
{a} 57500 (2011 57500) shares are held by the wife of J Charlton
(b} P Fineman owns o non-beneficial interest 1n 1025,708 {2011 1025 708) ordinary shares of 5p each

(¢} 20310 400 (2011 20,310 400) and 2 819 800 (2011 2,819 200) ordinary shares of Sp each are respectively reqistered in the names of AC Artistic
Limited and Malios Limited, companies incorporated in the British Virgin Islands and 500 000 (2011 S00 000} ordinary shares of Sp each are
registered In the name of Artistic AG a company incorporated in Switzerland ond ell are under the ultimate control of 5 A Hedlund

(d) 184 557 {200 184 557) ordinary shares of 5p each were held by M Hornung s pension fund
Details of Directors’ share options are provided i1n the Directors’ Remuneration Report on pages 24 to 26
As noted in the Remuneration Report on page 24, following therr resignation, S Tye and M Hormung exeraised their options

The following Directors have purchased shares between 31 March 2012 and the date of this annual report.

Shares Date of purchase Price
A Lawrinson 35,000 3 April 2012 490p
E Bond 5000 10 Apnl 2012 S15p
E Bond 5,000 N Apnl 2012 53 0p
J Charlton 5,000 13 Apnil 2011 53 0p

Employees

The Group recognises the benefits of keeping employees informed on matters affecting them as employees and on the
various factors affecting the performance of the Group This 1s achieved through employee bnefings that are held in
most businesses at least twice a year and regular team briefings

The Group conforms to current employment laws on the employment of disabled persons and where we are informed
of any employee disability, management makes all reasonable efforts to accommodate that employee’s requirernents

In order to recognise the efforts of UK employees the Group operates an All Employee Share Option Plan (AESOP) but
due to the need to drive down debt, no shares have been purchased in either this or the previous year Bue to the
restrictton on the number of shares available for employee option schemes, given the number of employee options
Inissue and exerased over the previous ten years, no further allotments are available Due to UK tax legislation it
Is not possible to offer this scheme to employees working cutside the UK
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Directors’ report (continued)

Health and safety
The Group 1s commutted to mantaiming high standards of health and safety in every area of the business

It 1s the aim of the Group to exceed the requirements of heolth and safety legislation and we have established a Group
Board level health and safety co-ordinator to ensure continuous iImproverent of health and safety across the Group

Creditor payment policy

It 1s the Group's policy to settle terms of payment with suppliers when agreeing the terms of each transaction, ensure
that suppliers are made aware of the terms of payment and to settle supplier accounts in accordance with their individual
terms of business The number of days’ purchases outstanding ot the year end in respect of the Company were equivalent
to 42 (2011 60}, based on the average daily amount invoiced by suppliers during the year

Political and charitable contributions
The Group made no charitable or political contributions in either year

Risk management

The Board of Directors has overall responsibility for the establishment and oversight of the Group’s risk management
framework, The Group's nsk management systems, policies and procedures are established to identify and analyse
the risks faced by the Group to set appropriate nisk hmits and controls, and to monitor the nisks and adherence to
liruts Such a systemn is designed to manage rather than eliminate the nsk of failure to achieve business objectives,
and can only provide a reasonable and not absolute assurance against matenal rmisstatement or loss Risk management
processes are reviewed regularly by the Audit Committee to reflect changes in market conditions and the Group’s
activities The Board's oversight covers all controls, including financial, operational and compliance controls and
general sk management For full details see pages15to 16

Corporate governaonce
For full details see pages 18 to 19

Going concern

The Group's business activities, together with the factors likely to affect its future development 1ts performance
and position, are set out In the Operational Review The financial position of the Group, its cash flows, iquidity
position, and its management of both working capital and capital expenditure are set out in the Finance Review
Details of the bank loans and borrowings are given in note 20 to the finanaal staternents and liquidity nsks are
given In note 29 to the financial statements

The Group relies on its banks for financial suppert and is confident that the facilities that are in place are sufficent
to meet its needs for the foreseeable future (see note 1to the financial statements) Accordingly the Directors continue
to adopt the going concern basis in prepaning the finanoal statements

Purchase of own shares

The Directors are quthorised to make market purchases of the Company’s own shares under an authority granted ot the
last Annual General Meeting The Directors will seek renewal of this authority at the forthcorming Annual General Meeting
During the year the Company did not buy back any of its shares If passed, the resclution would give the Company
authority to purchase in the market up to 5,540 663 ordinary shares (representing approximately 10% of the Company’s
1ssved share capital)

Any shares purchased under this authority would either be treated as cancelled {and the number of shares in 1ssue
reduced accordingly) or held in treasury, available for re-sale by the Company or transferred to an employees' share scheme

This genera! authanty, if approved, would expire on the date of the Company’s 2013 Annual General Meeting or, if earlier,
15 ronths from the date the resolution s passed The Directors presently intend that a resclution to renew this authonty
will be proposed at next year's Annual General Meeting and at each succeeding Annual General Meeting

Treasury policy
Details of our loans and borrewings and capital management can be found in notes 20 and 29 to the financial staterments
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Auditors

The Directors who held office ot the date of approval of this annual report confirm that, so far as they are each aware,
there i1s no relevant audit information of which the Company’s auditors are unaware and, each Director has taken all
the steps that ought to have been taken as a Director to make himself aware of any relevant audit information and to
establish that the Company’s auditors are aware of that infermation This confirmation 1s given and should be interpreted
in accordance with the provisions of Section 418 of the Companies Act 2006

In accordance with Section 489 of the Companies Act 2006, a resclution for the re-appointment of Ernst and Young LLP
as auditors of the Company Is to be proposed at the forthcoming Annual General Meeting

By order of the Board

A Lawrinson Belgrave House
Director Frobisher Way
27 June 2012 Hatfield

Herts ALIO 9TQ

Company number 1400155
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Directors’ remuneration report

Remuneration Committee
The Rermuneration Committee was established by the Board and operates under terms of reference agreed by the
Board on 29 September 2008

The Remuneration Committee consists of J Charlton (Chairrman), P Dutton (Non-Executive Director) and E Bond
{Non-Executive Director) Those who served on the Committee during the year were C Howell and K James

The Cornmittee meets as required The Commuttee deterrmines the service contract terms, the remuneruhqn and benefits,
including bonuses, of the Executive Directors and semior management It is also responsible for granting long-term
Incentive arrangements

Remuneration policy

The Group’s remuneration policy Is to ensure that the remuneration of Executive Directors 1s sufficiently competitive
to enable the Group to retain and motivate existing Directors and attract high quality performers in the future The Group
aims to incentivise and reward its Executive Directors in a way that is consistent with the Group’s commeraal objectives
and to align the interests of the Directors with those of the shareholders To achieve this, the Executive Directors’ total
rermuneration comprises both fixed remunerotion and vanable reward, the latter reflecting Company perfermance
The main elements of remuneration for Executive Directors are set out below Only the basic salary is pensionable

The Group's remuneration pelicy in respect of Non-Executive Directors 1s to pay annual fees which reflect the
responsibibties and duties placed upon them, whilst also having regard to market practice

The remuneration of the Non-Executive Directors is set by the Beard

Service contracts

The Executive Directors have service contracts which can be terminated by either side on no greater than one year's
notice Non-Executive Directors do not have service contracts and their appointments may be terminated without
compensation at any time All Non-Executive Directors have letters of appointment and their appointment and
subsequent re-appointment 1s subject to approval by shareholders

Bonuses

Bonus objectives for Executive Directors and senior management during the last year were based on Group profit
achievement, as long as personal performance 1s at the level required The level of the bonuses i1s approved by the
Remuneration Committee who retain discretion over the level of payout depending on the quality of the financial
performance in achieving the result The bonus scheme for the coming year for Executive Directors and other senior
management includes objectives relating to both profit and net debt

Executive share options
No options were exercised by Directors in their time in office during the year or prior year

In Septernber 2008, the Board approved an HMRC approved employee share options scheme to assist in the motivation
of Executive Directors and senior managers Some Directors and managers received shares that were in addition to the
HMRC approved amounts (which was 214,285 options each) and these are denoted as “unapproved”

Executive share awards were awarded at the prevailling market rate on the date of the grant Options are normally
exercsable between three and ten years after grant and upon the achievement of stated performance critena

The first options issued in December 2008 were not subject to performance critera (other than continued employment),
except for unapproved options 1ssued to Executive Directors Holders of options of the previous share option scheme
had atready met therr performance cntena, but had waived their options These options may be exercised between
17 December 2011 and 17 December 2018

The only Director currently holding share options 1s P Fineman who holds 1,052,556 Company share options The exercise
price of these options i1s 14p and they may be exercised between 17 December 2011 and 17 December 2018
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Executive share options continved

In addition to options granted by the Company, the Hedlund family confirmed on 17 December 2008 that it had agreed
to grant P Fineman an option over 1,212 444 shares held by AC Artistic Ltd, @ company under the control of the Hedlund
farmily The exercise price of these options 1s 14p and may be exercised between 17 December 201 and T7 December 2018
Performance canditions relating to these options have been met

There have been no grants or lapses dunng the year

Following her resignation, S Tye exercised all 300,000 options on 30 March 2012 M Hornung exercised all his share
options into two tranches 200,000 on & April 2012 and 450,000 on 11 June 2012

At hus resignation, C Uwakaname held 250,000 options to be exercised before 31 August 2012
The mid-market price of the Company's shares on 31 March 2012 was 48 25p per share, the highest and lowest mid-market
prices of the Company's shares during the year were 82 Op and 47 5p respectively

Directors’ remuneration
The stmmary of Directors’ remuneration 1s as follows

Aggregate for all Directors Highest paid Director
2012 zon 2012 20m
£000 £000 £000 £000
Remuneration 1,054 1,181 350 36
Compensation for loss of office 558 - - -
Pension contnibution 173 90 - 9
Total remuneration 1,785 1.2N 350 325

The remuneration of the Directors by individual 1s as follows

Compensation
for loss of Subtotal Pension Total
Salary/fees Bonus Benefits offica 2012 2012 2012
Executive Directors
P Fineman 299,500 37,500 12,854 - 349,854 - 349,854
M Hoernung 88,739 - 108,819 204,459 402,017 26,404 428,421
A Lawrinson 86,428 - 935 - 87,363 19 500 106,863
S Tye 83125 22,500 802 170,700 FARAYA) 67768 344,895
C Uwakaname 70833 26,250 3,569 182 500 783,152 59,417 342,569
Total Executive 628,625 86,250 126,979 557,659 1,399,513 173,089 1,572,602
Non-Executive Directors
E Bond 5000 - - - 5,000 - 5.000
J Charlton 52,654 - 1781 - 54,435 - 54,435
A Hedlund 35,000 - 2,N7 - 87,717 - 8715
C Howell 30,000 - 2,085 - 32085 - 32,085
K jarmes 30,513 ~ 2,672 - 33,185 - 33,185
Total Non-Executive 203,167 - 9,255 - 212,422 - 212,422
Total Directors 831,792 86,250 136,234 557,659 1,611,935 173,089 1,785,024

Included in the pension contnbutions of the following Directors are amounts relating to compensation for loss
of office for § Tye of £52 531, M Hornung of £2),941 and C Uwakaname of £46,165
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Directors’ remuneration report (continued)

Directors' remuneration continved

The following Directors were appointed/fresigned dunng the year

E Bond (appointed 31 January 2012)

M Harnung (resigned on 14 December 2011)

C Howell {resigned on 31 March 2012)

K James (resigned on 7 September 2011)

A Lawnnson (appointed on 3rd October 2011)
5 Tye (resigned on 30 September 2011)

CUwakaname (resigned on 7 September 2011)

There were no gains on share options by Birectors during their term of office

Subtotal Pension Total
Salary/fees Bonus Benefits 201 20mn 201
Executive Directors
P Fineman 286,534 - 15,700 302,235 - 302,235
M Hornung 189,198 - 126,495 315,693 8,925 324 618
5 Tye 150,500 22500 625 173 625 27,768 201393
C Uwakanarne 163,942 - 7,822 171,764 53,620 225,384
Total Executive 790,174 22,500 150,643 963,317 90,313 1,053,630
Non-Executive Directors
J Charlton 27,500 - - 27,500 - 27500
K James 70,000 - 2,084 72,084 - 72,084
A Hedlund 85,000 - 1,500 86,501 - 86,501
C Howell 30,000 - 1314 31,314 - 31,314
Total Non-Executive 212,500 - 4,899 217,399 - 217,399
Total Directors 1002,674 22 500 155,542 1180716 90313 12M1029

The benefits relate primarily to private health benefits and for M Hornung to cverseas housing benefits

The highest paid Director 1s P Fineman (2011 M Hornung)

The Group operated a Group personal pension plan to which the Group contnibuted for four Directors (2011 three)
The Group also prowvides death in service Life assurance to the value of between two and four times pensicnable salary

John Charlton
Chairman of the Remuneration Committee

27 dune 20\2
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Directors’ responsibilities

The Directors are responsible for preparing the annual report and the Group financial statements 1n accordance
with applicable United Kingdom law and those Internattonal Financial Reporting Standards {IFRS) as adopted
by the European Union (EU)

Under Company law the Directors must not approve the Group financial statements unless they are satisfied
that they present fairly the financial position, financial performance and cash flows of the Group for that period
In preparing the Group financial staterments the Directors are required to

+ select suitable accounting policies in accordance with IAS 8 Accounting Peolicies, Changes in Accounting Estimates
and Errors and then apply them consistently,

+ present information, including accounting policies 1n a manner that provides relevant, reliable, comparable
and understandable information,

+ provide additional disclosures when compliance with the specific requirements in IFRSs 1s insufficient to enable
users to understand the impact of particular transactions, other events and conditions on the Group's finanaial
position and financial performance,

+ state that the Group has complied with IFRSs, subject to any matenial departures disclosed and explained in the
financal statements, and

+ make judgements and estimotes that are reasonable and prudent

The Directors are responsible for keeping adequate accounting records that are sufficient to show and explain the
Greup s transactions and disclose with reasonable accuracy at any time the financial position of the Group and enable
thern to ensure that the Group financial statements comply with the Companies Act 2006 They are clso responsible
for safeguarding the assets of the Group and hence for taking reasonable steps for the prevention and detection of fraud
and other irreguiarities

The Directors are responsible for the mamntenance and integrity of the corporate and finanaal infermatton included
on the Company’s website
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Independent auditors’ report
to the members of International Greetings plc

We have audited the Group financaial statements of Internatienal Greetings plc for the year ended 31 March 2012 which
compnse the Consolidated Income Statement, the Consofidated Statement of Comprehensive Income, the Consclidated
Statement of Changes in Equity, the Consolidated Balance Sheet and the Consolidated Cash Flow Statement and the
related notes 1to 32 The financaal reporting framework that has been applied in their preparation 1s applicable law
and Internatienal Financial Reporting Standards (IFRSs) as adopted by the EU

This report 1s made solely to the Company’s members, as a body, in accordance with Chapter 3 of Part 16 of the Companies
Act 2006 Qur audit work has been undertaken so that we might state to the Company’s rmembers those matters we
are required to state to them in an auditors’ report and for no other purpose To the fullest extent permitted by law,

we do not accept or assume responsibility to anyone other than the Company and the Company's members as a body,
for our audit werk for this repert, or for the opinions we have formed

Respective responsibilities of Directors and auditors

As explained more fully in the Directors’ Responsibilities Statement as set out on page 27 the Directors are responsible
for the preparatron of the Group financial statements and for being satisfied that they give a true and fair view

Our responsibility 15 to audit and express an opinion on the Group financial statements in accordance with applicable
law and International Standards on Auditing (UK and Ireland) Those standards require us to comply with the Auditing
Practices Board's Ethical Standards for Auditors

Scope of the audit of the financial statements

An audit involves obtaining evidence about the amounts and disclosures in the Annual Report and financial statements
sufficient to give reascnable assurance that the finanaal statements are free from material misstatement, whether
caused by fraud or error This includes an assessment of whether the accounting policres are appropriate to the Group's
arcumstances and have been consistently applied and adequatetly disdosed, the reasonableness of significant accounting
estimates made by the Directors, and the overall presentation of the financial statements In addition, we read alt
the finanaial and non-financial informatton in the Chairman’s Statement, the Chief Executive’s Operational Review
and the Financial Review to identify matenal inconsistencies with the audited financial statements If we become
aware of any apparent materal misstatements or inconsistencies we consider the implications for our report

Opinion on finanaal statements

In cur opinon the Group financial statements

= gwe atrue and fair view of the state of the Group’s affawrs as ot 31 March 2012 and of its profit for the year then ended,
+ have been properly prepared in accordance with IFRSs as adopted by the EU, and

» have been prepared in accordance with the requirements of the Companies Act 2006

Opinion on other matter prescribed by the Companies Act 2006

In cur opinion the information given in the Directors’ Report for the financial year for which the Group finanaial
statements are prepared s consistent with the Group financial staterments

Matters on which we are required to report by exception
We have nothing to report in respect of the following matters where the Companies Act 2006 requires us to report
to you If, in our opinion

= certain disclosures of Directors’ remuneration specified by law are not made, or
- wa hgve not received ali the information and explanations we require for cur audit,

Other matter
We have reported separately on the Parent Company financial statements of International Greetings plc for the year

e:ed 3 Qil?ch Zﬂli P

Andy Clewer (Senibt Statutory Auditor)

for and on behalf of Ernst &Young LLP, Statutory Auditor
Luton

29 June 2012
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2012 2012 201 201
Before Exceptional Before  Exceptional
exceptional iteras 2012  exceptional items 20m
itemns {note10) Total nems {note Y0} Total
Notes £000 £000 £000 £000 £000 £000
Continuing operations
Revenvue 4 220,755 - 220,755 216,857 - 216,857
Cost of sales (178.190) - {(178,190) (179,108) (27 (179.139)
Gross profit 42,565 - 42,565 37749 (27 37722
19 3% 19 3% 17 4% 17 4%
Selling expenses (12,003) - (13,003) (12,698) (&01) (13,099)
Admimistration expenses (19,580} {3.635) (23,215} (18,021) (472) (18,493)
Other operating income 7 678 - 678 1019 - 1019
Profit on dispesal of plant
and equipment 63 - 63 - - -
(Loss)/profit on sales of property
plant and equipment - (283) (283) 33 - 33
Operating profit/(loss) 5 10,723 {3,918) 6,805 8,082 (900) 7182
Finance expenses (3.635) - (3,635) (2,917 - (2977
Profit/{loss) before tax 7.088 (3,918) 3,170 5165 {900) 4 265
Income tax (charge)/credit 9 (1,948} 195 (1,753) 426 267 693
Profit/{loss) from continuing
operations 5,140 {3,723) 1,617 5,591 (633) 4958
Loss from discontinued operations
{net of tax) n - - - (100) - (100)
Profit/(loss) for the period 5140 (3.723) 1,417 5,491 {633) 4,858
Attnbutable to
Owners of the Parent Company 177 4,010
Non-controlling interests 1.240 848
Earnings per ordinary share
Dilutad Basig Diluted Basic
Adjusted earnings per share
excluding exceptional items and
discontinued operations 26 67p 72p B2p 89p
Loss per share on excepuonal items 26 {6 &p) (69p) [ARIS)] {t 2p)
Earnings per share from
continuing operations 26 03p 03p 7ip 77p
Loss per share on
discontinued operations 26 - - (0 2p) {0 2p)
Earmings per share 26 03p 0.3p 69p 75p
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Consolidated statement of comprehensive income
year ended 31 March 2012

2012 20m
£000 £000
Profit for the year 1,417 4,858
Other comprehensive income
Recycling translation reserves on closure of subsidiary - {97
Exchange difference on translation of foreign operations (88) 529
Net loss on cash flow hedges (322) (124)
Other comprehensive income for period, net of tax (410) 308
Total comprehensive income for the period, net of tax 1,007 566
Attributable to
Owners of the Parent Company (675) 4,300
Non-controlling interests 1,482 866
1,007 5,166
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Consolidated statement of changes in equity

year ended 31 March 2012

Share
premium
and capital Non-
Share redemption Merger Hedging Translation Retamned Shareholder controlling
capitat reserve reserves reserves reserve earnings equity nterest Total
E000 £E000 £000 £000 £000 £000 £000 £000 EO0D

At1Apnl 2010 2,608 4,346 16,216 - 362 193,0M 42,603 3,354 45957
Profit for the year - - - - - 4,010 4,010 848 4,B58
Other comprehensive income - - - (124) 414 - 290 18 308
Total comprehensive income
for the year - - - {124) 414 4,010 4,300 866 5166
Equity-settled
share-based payment - - - - - 109 109 - 109
Shares issued T4 - 948 - - - 1,022 - 1022
Optrons exeraised 16 40 - - - - 56 - 56
At 31 March 201 2,698 4,386 17164 (124) 776 23,190 48,090 4,220 52310
Profit for the year - - - - - 177 177 1240 1,417
Other comprehensive iIncome - - - (322) (330) - (652) 2462 (410)
Total comprehensive income
for the year - - - {(322) (330) 77 (475) 1482 1,007
Equity-settied
share-based payment - - - - - 43 43 - 43
Shares 1ssued - - - - - - - - -
Options exercised 52 94 - - - - 146 - 146
Equity dwadends paid - - - - - - - {958) (958)
At 31 March 2012 2,750 4,480 17064 (446) 446 23,410 47,804 4744 52,548

n

Merger reserve

The merger reserve comprises premium on shares issued in relation to business combinations In the prior year the
additions dre in relation to the final deferred consideration for the Glitterwrap business

Capital redemption reserve

The copital redemption reserve compnses amounts transferred from retained earnings In relation to the redemption
of preference shares For ease of presentation, the amount of £134 mullion relating to the capitat redemption reserve
has been inctuded within the cotumn of share premium and capital redemption reserve in the balances at both the

beginning and end of each year, with no movements

Hedging reserve

The hedging reserve comprises the effective portion of the cumulative net change in the fair value of cash flow hedgmg

instruments reloted to hedged transactions that have not yet occurred

Translation reserve

The translation reserve comprises all foreign currency differences arising from the translation of the finanaal statements

of foreign operations

Shareholders’ equity

Shareholders’ equity represents total equity attributable to owners of the Parent Company
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Consolidated balance sheet
as at 31 March 2012

As at Asat
31 March 31 March
2012 201
Notes £000 £000
Non-current assets
Property, plant and equipment 12 31,533 31,518
Intangible assets 13 329 33,385
Deferred tax assets 15 4,640 4,616
Total non-current assets 69,089 69,519
Current assets
Inventory 16 42,628 45,582
Assets classified as held for sale 17 - 497
Trade and cther recevables 18 20,942 21,494
Cash and cash equivalents 19 3,168 1,885
Total current assets 66,738 69,458
Total assets 135,827 138,977
Equity
Share capital 25 2,750 2,698
Share premium 3140 3,046
Reserves 18,504 19,156
Retained earnings 23,410 23,190
Equity attributable to owners of the Parent Company 47,804 48,090
Non-controlling interests 4,744 4,220
Total equity 52,548 52,310
Non-current iabilities
Loans and borrowings 20 33,622 8,377
Deferred income 2] 1,879 2,429
Provisions 22 1.003 1,847
Other financial abilities 23 447 375
Total non-current liabilities 36,951 13,028
Current iabilities
Bank overdraft 19 1,945 3,620
Loans and borrowings 20 9,329 34,312
Deferred income 21 550 550
Provisions 22 317 -
Income tax payable 855 162
Trade and other payables 24 23133 25,353
Cther financial labilities 23 10,199 9,642
Total current Liabilities . 46,328 73,639
Total liabilities 83,279 86,667
Total equity and liabilities 135,827 138,977

ectors on 27 June 2012 and were signed on its behalf by

These finanaial statements were approved by the Boarg i\

P Fineman A Lawrinson ‘V

Director Director

A
LFIIDEZDN s A iy
Thg‘loteg'onopogle's 34 to 67 or?)n part of the financral staté

Company number
1401155




Consolidated cash flow statement
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2012 200

Notes €000 £000
Cash flows from operating activities
Profit for the year 1,417 4,858
Adjustments for
Depreciation 12 3,753 4,108
Amortisation of intangible assets 13 534 331
Finance expenses - continuing operations 8 3,635 2977
Finance expenses — discontinued operations n - 26
Recycling of translation reserves on closure of subsidiary - (97
Income tax charge/(credit) - continuing operations 9 1,753 (693)
Loss/(profit) on sales of property, plant and equipment 220 (33)
Loss on externatl sale of intangible fixed assets 4 -
Profit on disposal of assets held for resale (8) -
Impairments of assets held for resale 17 - 238
Equity-settled share-based payment 28 43 109
Operating profit after adjustments for non-cash items n,381 N764
Change in trade and other receivables 224 173
Change in inventory 2,840 (303)
Change in trade and other payables (1,799) (381)
Change in provisions and deferred income (1,102) (318)
Cash generated from operations 11,514 10,735
Tax paid {1131) (420)
Interest and sirmitar charges paid {3,491) (3,226)
Receipts from sales of property for resale 528 -
Acquisition of property for resale 17 - (780)
Net cash inflow from operating activities 1.420 6,309
Cash flow from investing activities
Proceeds from sale of property, plont ond equipment 122 73
Acquisition of intangible assets 13 (399) (521)
Acquisition of property plant and equipment 12 {6,015) (1,900)
Net cash outflow from Iinvesting activities (4,292) (2,348)
Cash flows from financ<ing activities
Proceeds from issue of share capital 146 56
Repayment of secured borrowings (1,673) (947)
Net repayment of credit facilities {27,785) {3,222)
Payment of finance lease Labilities (49) m3)
New bank loans raised 30,170 -
Loan arrangement fees (370) -
Payrment of deferred consideration ) -
Dividends paid to non-controlling interests {918) -
Net cash outflow from finanang activities (390) (4.226)
Net increase in cash and cash equivalents 2,738 (265)
Cash ond cash equivalents at beginning of peried (1,735) (993)
Effect of exchange rate fluctuations on cash held 220 @77)
Cash and cash equivalents at 31 March 19 1.223 {1735)
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Notes to the financial statements |
year ended 31 March 2012 |

1 Accounting policies
International Greetings plcis a public irmited company, incorporated and domialed in England and Wales The Company's
ordinary shares are listed on AlM

The Group financial statements consolidate those of the Company and its subsidiaries (together referred to as the
"Group”} The Company financal statements present information about the Company as a separate entity and not
about its Group

The Group finanaal statements have been prepared and approved by the Directors in accordance with EU adopted
International Financiol Reporting Standards The Company hos elected to prepare its Company financiol statements
In accordance with UK GAAP, these are presented on pages 68 to 76

The accounting policies set cut below have, unless otherwise stated, been applied consistently te all peniods presented
In these Group financial statements

Judgements made by the Directors in the application of these accounting policies that have significant effect on the
financial statements and estimates with a significant nisk of matenial adjustment in the next year are discussed In
the policies below

Gotng concern basis

The financial statements have been prepared on the going concern basis Following the restructure of its prinaipal
banking facilities in July 2011 the Group now shows net current assets of £20 4 million (2011 net current Liabitities
of £4 2 mutlion)

The borrowing requirement of the Group increases steadily over the period from July and peaks in September and
October, due to the seasonality of the business, as the sales of wrap and crackers are mainly for the Chnstmas market,
before then reducing

As with any company placing reliance on external entities for financial support, the Directors acknowledge that there
can be no certainty that thus support will continue although, at the date of approval of this report, they have no reason
to believe that it will not do so

After making enquines, the Directors have a reasonable expectation that the Company and the Group have adequate
resources to continue in operational existence for the foreseeable future Thus they continue to adopt the going concern
basis of agccounting in preparing the financial statements

Measurement convention
The financia! statements are prepared on the historicol cost basis except that finanaal instruments used for hedging
are stated at their far volue

Changes in accounting policies

The accounting poticies adopted in the preparation of the financial staternents are consistent with those followed in the
preparation of the Group’s annual financal statements for the year ended 31 March 2011, except for the adoption of new
standards and interpretations as of 1 April 2011

The Group maintains facilities with a range of maturities, counter-parties and currencies to suit its needs

These include long-dated facllities against speaalised capital assets, medium-term faclities (four to five years) forming
the majonty and shorter-dated working capital of one to three years This provides the Group with a sound basis for trading

The short-term element {overdraft and RCF) of these facilities was renewed on improved terms in May 2012, which will
slightly lower the blended rate in the forthcoming year and provide significant additional headroom

IAS 24 Related Party Disclosures (Amendment)

The amended standard clanfies the defimtion of a related party te simplfy the identification of such relationships
and to eliminate inconsistencies 1n its applicction This amendment did not have any impact on the finanaal position
or performance of the Group

Basis of consolidation

Subsidiarres

Subsidianes are entitres controlled by the Group Control exists when the Group has the power directly or indirectly,
to govern the financral and operating policies of an entity so as to obtain benefits from its activities In ossessing control,
potential voting rights that are currently exercisable or convertible are taken into account The finanaal statements
of subsidiarias are included in the consolidated finanaial statements from the date that control commences until the
date that control ceases
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1Accounting policies continued

Foreign currency translation

The consolidated financial statements are presented in pounds sterling, which 1s the Company’s functiona! currency
and the Group's presentational currency

Transactions in fereign currencies are translated at the foreign exchange rate ruling at the date of the transaction
Monetary assets and habilities denominated in foreign currencres at the balance sheet date are tronsiated at the
foreign exchange rate ruling at that date Foreign exchange differences arising on translation are recogrised in
the incorme statement

The assets and habilities of foreign operations, including goodwill and fair value adjustments ansing on conselidation,
are translated at foreign exchange rates ruling at the balance sheet date The revenues and expenses of foreign
operations are translated at an average rate for the period where this rate approximates to the foreign exchange
rates ruling at the dates of the transactions Exchange differences arising from this translation of foreign operations,
and of related qualifying hedges, are taken directly to the translation reserve They are released into the income
statement upon disposal

Exchange differences arising from a monetary item receivable from or payable to a foreign operation the settlement
of which 1s neither planned nor likely 1n the foreseeable future, are considered to form part of a net investment In a foreign
operation and are recogrusad in other comprehensive iIncome in the translation reserve The cumulative translation
differences previously recognised in other comprehensive income (or where the foreign operation 1s part of a subsidiary
the parent’s interest 1n the cumulative translation differences) are released into the income statement upon disposal
of the foreign operation or on loss of control of the subsidiary that includes the fereign operatron

Classification of financal nstruments 1ssued by the Group
Financial instruments issued by the Group are treated as equity (1 & forming part of shareholders’ funds) only to the
extent that they meet the following two conditions

a) they incdlude no contractuat abligations upen the Group te deliver cash or other financial assets or to exchange
financial assets or finanaal labilitres with another party under conditions that are potentiaily unfavourable to
the Group, and

b) where the instrument will or may be settled in the Company's own equity instruments, it 1s either a non-denvative
that includes no abligation to detiver a vanable number of the Company’s own equity instruments or 1s a derivative
that will be settled by the Company’s exchanging a fixed amount of cash or other financial assets for a fixed number
of Its own equity instruments

To the extent that this defirition 15 not met, the proceeds of 1ssue are classified as a finanaal liability Where the instrument
so classified takes the legal form of the Company’s own shares, the amounts presented in these finanaal stotements
for called up share capital and share premium exclude amounts In retation to those shares

Trade and other receivables

Where 1t 15 likely to be maternially different from the nominal value, trade and cther recervables are recogrised initially
at farr value Subsequent to imitial recogrmition they are measured at amortised cost using the effective interest methed,
less any impairment losses

Trade and other payables
Where 1t 1s Likely to be matenally different from the nominal value, trade and other payables are recognised imitiatly
at fair value Subsequent to initial recogmtion they are measured at amortised cost using the effective interest method

Cash and cash equivalents

Cash and cash equivalents comprise cash balances and call deposits Bank overdrafts that are repayable on demand
and form an integral part of the Group's cash managerment are included as a component of cash and cash equivalents
for the purposes of the cash flow statement

Interest-bearnng borrowings
Interest-beanng borrowings are recogrised imtially at fair value less attributable transaction costs Subsequent to
imtial recognition, interest-bearing borrowings are stated at amortised cost using the effective interest method

Denvative finanaal instruments and hedging

Derrvative financial instruments

Dervative finanaal instrurnents are recogrised ot fair value The gain or loss on re-measurement to fair value
15 recognised immedhately in the income statement However, where denvatives qualify for hedge accounting,
recognition of any resultant gain or loss depends on the nature of the item being hedged (see overleaf)
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Notes to the financial statements (continued)
year ended 31 March 2012

1 Accounting policies continued

Denvative financal instruments and hedging continued

Cash flow hedges

Where a denvative financial instrument 1s designated as a hedge of the varniability in cash flows of a recognised
asset or liabitity, or o highly probable forecast transaction, the effective part of any goin or loss on the derivative
financial instryment is recognised as other comprehensive income in the hedging reserve Any ineffective portion
of the hedge I1s recognised immediately in the income statement

Amounts previously recognised in other comprehensive income are transferred to the income statement in the
penods when the hedged item affects profit or loss (for instance when the forecast sale that 1s hedged takes place)
The gain or loss relating to the effective portion of forward foreign exchange contract hedging export sales 1s recognised
in the income statement within “sales™ However, when the forecast transaction that 1s hedged results in the recognition
of a non-financial asset {for example, inventory), the gans or losses previously recogrised in other comprehensive income
are transferred from other comprehensive income and included in the initial measurement of the cost of the asset

The deferred amounts are ultimately recognised in cost of goods sold (1in case of iInventory)

When a hedging instrument expires or is sold, terminated or exercised, or the entity revokes designation of the hedge
relationship but the hedged forecast transaction is still expected to occur, the cumulative gain or loss at that point
remains 1in other comprehensive income and is recognised in accordance with the above policy when the transaction
occurs If the hedged transaction 1s no longer expected to take place, the cumulative unrealised gain or toss recognised
in other comprehensive iIncome 1s recogrised 1n the Income statement immediately

Property, plant and equipment
Property plont end equipment are stated at cost less accumulated depreciation and impairment losses

Where parts of an item of property, plant and equipment have different useful hives, they are accounted for as
separate items of property, plant and equipment.

Leases in which the Group assumes substantially all the nsks and rewards of ownership of the lecsed asset are classified
as finance leases Where land and buildings are held under finance leases the accounting treatment of the land 1s

considered separately from that of the buildings Leased assets acquired by way of a finance lease are stated at an
amount equal to the lower of their farr value and the present value of the mimimum lease payments at inception of
the lease less accumulated depreciation and impairment losses Lease payments are accounted for as described below

Depreciation 15 charged to the income statement on a straight-line basis over the estimated useful tives of each part
of an item of property, plont ond equipment The estimated useful Lives are as follows

» freehold buildings 25-30 years

+ leasehold land and buildings life of lease

» plant and equipment four-2S years

+ fixtures and fittings three-five years
- motor vehicles four years

No depreciation i1s provided on freehold land

Included within plant and machinery are assets with a range of depreciation rates These rates are tailored to the
nature of the assets to reflect their estimated useful lives

Depreciation methods, useful lives and residual values are reviewed at each balance sheet date

Intangible assets and goodwill

Subject to the transitional relief in 1FRS 1, all business combinations are accounted for by applying the purchase method

Goodwill represents amounts ansing on acquisition of subsidianes In respect of business acguisitions that have occurred

since 1 Apnt 2006, goodwill represents the difference between the cost of the acquisition and the fair value of the net
wdentifiable assets acquired Identifiable intangibles are those which can be sold separately or which anse from legal

nghts regardless of whether those rnghts are separable

Goodwrlt 1s stated ot cost less any accumulated imparrment losses Goodwill is allocated to cash-generating units
and 1s not amortised but 1s tested annually for impairment




International Greetings plc Annual report and accounts 2012

1 Accounting policies continued

Intangible assets and goodwill continued

In respect of acquisitions prior to 1 April 2006, goodwill 1s included on the basis of its deemed cost, which represents
the amount recorded under UK GAAP which was broadly comparable save that only separable intangibles were recogrused
and goodwill was amortised Goodwill written off to reserves under UK GAAP prior to 1998 has not been reinstated

If the cost of an acquisition 1s less than the fair value of the Group's share of the net assets of the subsidiary
acquired, the difference 1s recognised directly 1in the income statement

Other intangible assets
Expenditure on internally generated goodwill and brands is recognised in the income statement as an expense as tncurred

Cther intangible assets that are acquired by the Group are stated at cost less accumulated amortisation and
Impairment lesses

The main ¢classes of intangible assets are computer software and publishing imprints

Amortisation

Amortisation is charged to the income statement on a straight-line basis over the estimated useful Lives of intangible
assets unless such lives are indefinite The estimated useful life of computer software ranges between three and five
years Other intangible assets are amortised from the date they are available for use The estimated useful lives are
three to five years

Amortisation charges are included under “adrmirmistrative expenses”™ in the income statement

Inventories

Inventories are stated at the lower of cost and net realisable vatue Cost 1s based on a combination of weighted average
and the first-in first-out principle and includes expenditure incurred In acquiring the inventories and bringing them
to their existing location and condition In the case of manufactured inventeries and work in progress, cost includes
an appropriate share of overheads based on normal operating capacity

Impairment

The carrying amounts of the Group's assets other than inventories and deferred tax assets are reviewed at each
balance sheet date to determine whether there 1s any indication of imparrment If any such indication exists,
the asset’s recoverable amount 1s estimated

For goodwill, the recoverable amount is estimated at each balance sheet date

An impairment toss 1s recogrised whenever the carrying amount of an asset or its cash-generating unit exceeds
its recoverable amount Impairment losses are recogmsed in the income statement

Impairment losses recognised in respect of cash-generating units are allocated first to reduce the carrying amount
of any goodwill allocoted to cash-generating units and then to reduce the carrying amount of the other assets In
the umit on a pro rate basis A cash-generating unit s the smallest identifiable group of assets that generates cash
inflows that are largely independent of the cash inflows from other assets or groups of assets

The recoverable amount of the Group's assets Is the greater of their fair value less costs to sell and value in use

In assessing value in use, the estimated future cash flows are discounted to their present value using a pre-tax discount
rate that reflects current market assessments of the time value of money and the risks specific to the asset Foran
asset that does not generate [argely independent cash inflows, the recoverable amount is determined for the
cash-generating unit to which the asset belongs

An impairment in respect of goodwill 1s not reversed In respect of other assets, an impairment i1s reversed when
there 1s an indication that the impairment may no longer exist and there has been a change in the estimates used
to deterrmine the recoverable amount An impairment 1s reversed only to the extent that the asset’s carrying amount
does not exceed the carrying amount that would have been determined, net of depreaation or amortisation, If ne
impairment had been recognised
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Notes to the financial statements (continued)
year ended 31 March 2012

1 Accounting policies continued

Provistons

A provision is recognised in the balance sheet when the Group has a present tegal or constructive obligation as a
result of a past event and it 1s probable that an cutflow of economic benefits will be required to settle the obligation
A provision for restructuring Is recognised when the Group has approved a detailed and formal restructuring plan
and announced its main provisions If the effect 1s material, prowisions are determined by discounting the expected
future cash flows at a pre-tax rate that reflects current market assessments of the time value of money and, where
appropriate, the nisks specific to the liability Where discounting 1s used the increase in the provision due to the
passage of time 1s recognised as borrowing costs

Deferred consideration

Where considered matenal, the Group calculates deferred consideration by discounting it to its farr value This fair
value 1s used to calculate the total purchase consideration and hence the goodwill figure As the discount unwinds
it 1s charged as a finance expense within the incorme statement and added to the deferred consideration creditor

Revenue recognition

Revenue represents the amounts, net of discounts, allowances for volume and promotional rebates and other payments
to customers {excluding value added tax) derived from the provision of goods and services to customers during the year
Sales of goods are recogmised when a Group entity has despatched products to the customer, legal title has passed
and the collectability of the related recervable 1s reasonably assured

Exceptional items
Exceptional iterns are those items of financial performance which, because of size or inaidence require separate
disctosure to enable underlying performance to be assessed

Discontinued operations

A discontinued operation I1s o component of the Croup's business that represents a separate major line of business
or gecgraphical area that has been disposed of or is held for sale, or s a subsidiary acquired exclusively with a view
to resale Classification as discontinued operation occurs upon disposal or when the operation meets the ¢critena to
be classified as held for sale, if earier

When an operation is classified as a discontinued operation, the comparative income statement 1s represented
as if the operation had been discontinued from the start of the comparative period

Government grants
Capital-based government grants are included within other financat liabilities in the balance sheet and credited
to operating profit over the estimated useful economic lives of the assets to which they relate

Expenses

Operating lease payments

Payments made under eperating leases are recognised in the income statement on a straight-line basis over the
term of the lease Lease incentives received are recognised in the incoma statement as an integral part of the total
lease expense

Finance lease payments

Minimum lease payments are apportioned between the finance charge and the reduction of the outstanding iabibity
The finance charge s allocated to each period during the lease term so os to produce a constant penodic rate of
interest on the remaining balance of the Lability

Finance income and expenses
Finance expenses comprise interest payable, finance charges on finance leases and unwinding of the discount
on provisions Finance income comprises interest receivable on funds invested and dividend incorme

Interest iIncome and interest payable 15 recogrmised in profit or loss as it accrues, using the effective interest method
Drnidend income is recognised in the income statement on the date the entity’s nght to receive payments s established
Foreign currency gans and losses are reported on a net basis

Taxation

Tax on the profit or loss for the year comprises current and deferred tax Tax 1s recogrused in the income statement
except to the extent that it relates to itemns recognised in other comprehensive income or directly 1n equity in which
case it 15 recognised in other comprehensive income or equity respectively
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1 Accounting policies continved

Taxation continued

Current tax 1s the expected tox payable on the taxable income for the year, using tax rates enacted or substantively
enacted at the balance sheet date and any adjustment to tax payable in respect of previous years

Deferred tax is provided on temporary differences between the carrying amounts of assets and liabilities for financial
reporting purposes and the amounts used for taxation purposes The following temporary differences are not provided
for the imitial recogmition of goodwill, the initial recogmition of assets or habilittes that affect nerther accounting nor
taxable profit other than in a business combination, and differences relating to investments in subsidiaries to the extent
that they will probably not reverse in the foreseeable future The amount of deferred tax provided Is based on the
expected manner of realisation or settlement of the carrying amount of assets and Liabilities, using tax rates enacted
or substantively enacted at the balance sheet date

A deferred tax asset 1s recognised only to the extent that it 1s probable that future taxable profits will be avallable
against which the asset can be utilised

Dividend distribution
Final dividends to shareholders of International Greetings plec are recognised as a liability in the period that they are
approved by shareholders

Employee benefits

Penstons

The Group operates a defined contribution personal pension scheme The assets of this scheme are held separately
from those of the Group in an iIndependently administered fund The pension charge represents contnbutions payable
by the Group to the fund

The Netherlands subsidiary operates an industrial defined benefit fund, based on average wages, that has an agreed
maxmurm contrnibution The persien fund s 0 multi-employer fund and there 1s no contractual of constructive obligation
for charging the net defined benefit cost of the plan to participating entities other than an agreed maximum contribution
for the pertod, that 1s shared between employer (4/7) and employees (3/7) The Dutch Government is not planning to
make employers fund any deficits in industrial pension funds, accordingly the Group treats the scheme as a defined
contribution scherne for disclosure purposes The Group recognises a cost equal to its contnbutions payable for the period

Share-based payment transactions

The cost of equity-settled transactions with employees 1s measured by reference to the farr value at the date on which
they are granted and 15 recogrised as an expense over the vesting periocd, which ends on the date on which the relevant
employees become fully entitled to the award Fair value i1s determined by an external valuer using an appropriate
prniang maodel In valuing equity-settled transactions, no account 1s taken of any service and performance (vesting
conditions), other than performance conditions linked to the price of the shares of the Company (market conditions)
Any other conditions which are required to be met in order for an employee to become fully entitled to an oward are
considered to be non-vesting conditions Like market performance conditions, non-vesting conditions are taken into
account in determining the grant date fair value

No expense 1s recognised for awards that do not ultimately vest, except for awards where vesting is conditional upon
a market vesting condition or a non-vesting condition, which are treated as vesting irrespective of whether or not the
market vesting condition or non-vesting condition is satisfied, provided that all other nen-market vesting conditions
are satisfied

At each balance sheet date before vesting, the cumulative expense 1s calculated, representing the extent to which
the vesting period has expired and management’s best estimate of the achievement or othenwise of non-market
vesting conditions and of the number of equity instruments that will ultimately vest or, in the case of an instrument
subject to a market condition or @ non-vesting condition, be treated as vesting as described above The movernent
n cumulative expense since the previous balance sheet date i1s recognised in the incorne statement, with a corresponding
entry In equity

Borrowing costs

Borrowtng costs directly attributable to the acquisition, construction or productton of an asset that necessarily takes
a substantial period of time to get ready forits intended use or sale are capitatised as part of the cost of the respective
assets All other borrowing costs are expensed in the period they accur Borrowing costs consist of interest and cther
costs that an entity incurs in connection with the borrowing of funds
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Notes to the financial statements (continued)
year ended 31 March 2012

1 Accounting policies continued

New standards and interpretations not applied

The following standards and interpretations 1ssued by the |ASB have an effective date after the date of these
financial statements

IFRS @ Financial Instruments Classification and Measurement

IFRS 9 as 1ssued reflects the first phase of the IASB's work on the replacement of IAS 3% and applies to classification
and measurement of financial assets and Liabilities as defined in 1AS 39 In subsequent phases, the IASB will address
impairments, hedge accounting and de-recogmtion The Group will quantify the effect in conjunction with the other
phases, when issued, to present a comprehensive picture

IFRS 10 Consolidated Finanaial Statements includes a new definitton of control, which i1s used to determine which
entities are consolidated, and describes consolidation precedures

IFRS 11 Joint Arrangements describes the accounting for joint arrangements with joint controt, proportionate
consolidation 1s not permitted for joint ventures (as newly defined)

IFRS 12 Disclosures of Interests in Other Entities includes all of the disclosure requirements for subsidiaries, joint ventures,
associates and “structured entities”

IFRS 13 Faur Value Measurement provides guidance on how to measure fair value but does not change when fair value
1s required or permitted under IFRS

IFRIC 19 Extinguishing Financial Liabiities with Equity instruments

The interpretation clanfies that equity instruments 1ssued to a creditor to extinguish a financaal iability qualify
as consideration paid The equity instruments issued are measured at their farr value of the hability extinguished
Any gain or foss 1s recognised immediately in profit or loss The adoption of this interpretation will have no effect
on the financial staterments of the Group

Other new standards
Management continually reviews the impact of newly published standards and amendments and considers, where
applicable, disclosure of therr impact on the Group

The following standards, interpretations and amendments have been 1ssued by the IASB and IFRIC (but In some cases
have not yet been adopted by the EU), none of which are anticipated to significantly impact the Group’s results or assets
and liabtlities and are not expected to require significant disclosure They become effective after the current year (subject to
having been endarsed for use in the EU via the EU endorsement mechanism) and have not been early adopted by the
Group and Company

To be cdopted by the
Grovp and Company
dunng years

International Financial Reperting Standards {IFRS) Effective date commencing
IFRS7 Disclosures - Transfers of Financial Assets (Amendment) 010720M 3104 2012
IFRS 9 Finanawal Instruments Classification and Measurement® 01012015 0104 2015
IFRS 10 Conscolidated Financial Statements: 01012013 0104 2013
IFRST1  Joint Arrangements* 01012013 0104 2013
IFRS 12 Disclosures of Interests in Other Entities* 0101 2013 01 04 2013
IFRS13 Fair Value Measurements* 01072012 0104 2013
IAS1  Presentotion of Items of Other Comprehensive Income 01012013 0104 2013
IAS19  Employee Benefits 01012013 0104 2013
IAS 27 Separate Financal Statements 01012013 0104 2013
IAS 28 Investments in Associates and Joint Ventures® 01012013 0104 2013
1AS12  Deferred tax Recovery of Underlying Assets® 01012012 0104 2012
IFRS 1 Severe Hypennflation and Removal of Fixed Dates for First-Time Adopters: 0107201 01 04 2012
IFRS1  Government Loans® 01312013 0104 2013
{FRIC 20 Stripping Costs in the Production Phase of a Surface Mine* 01012013 0104 2013
IFRS7 Disclosures - Offsetting Financial Assets and Financial Liabilities* 01 2013 0104 2013
{AS32 Offsetting Finanaal Assets and Financial Liabilities® 0101 2014 0104 2014
Improvements to IFRSs 2012° 0101 2013 0104 2013

Not yet endorsed by the EU
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2 Criticat accounting judgements and key sources of estimation uncertainty

In the application of the Group’s accounting policies, which are described in note 1, the Directors are required to
make judgements, estimates and assumptions about the carrying amounts of assets and hiabilittes that are not
readily apparent from other sources The estimates and associated assumptions are based on historical experience
and other factors, including expectations of future events that are believed to be reasonable under the arcumstances
Actual results may differ from these estimates

The estimates and underlying assumptions are reviewed on an engoing basis Rewisions to accounting estimates
are recognised in the period in which the estimate 1s revised If the revision only affects that pericd or in the penod
of revision and future penods if the revision affects both current and future periods

In addition to the forward operating profit and cash flow projections, the estimates and assumptions that have had
a significant beaning on the financial statements in the current year or could have a significant nsk of causing a materiat
adjustment to the carrying amowunts of assets and Labibities within the next financal year are discussed below

Cnticol judgements in applying the Group’s accounting policies

The following are the cntical judgements, apart from those involving estimations (which are dealt with separately
below), that the Directors have made in the process of applying the Group's accounting policies and that have the
most significant effect on the amounts recognised in the finoncal statements

Exceptional iterns
The Directors have chosen to separate certam itemns of finanaal performance which they believe, because of size or incidence
require separate disdosure to enable underlying performance to be assessed These items are fully descarnibed innote 10

Key sources of estimction uncertainty

The key assumptions concerning the future, and other key sources of estimation uncertainty at the balance sheet
date, that have sigruficant nisk of causing a matenal adjustment to the carrying amount of assets and habilities
within the next finanaal year are discussed in the Directors’ Repert and below

Impairment of goodwill and property, ptant and equipment

Determining whether goodwll and property, plant and equipment are impaired requires an estimation of the value
In use of the cash-generating units to which goodwill has been allocated or to which property, plant and equipment
belong The value in use calculation requires the entity to estimate the future cash flows expected to anse from the
cash-generating unit and a suitable discount rate in order to calculate present value The carrying amount of goodwill
at the balance sheet dote was £314 million (2011 £31 8 million) No impairment (2011 Nil) was required The carrying
amount of property, ptant and equipment was £315 million (2011 £315 million) No impairment loss (2011 £Nil) was required

Provision for slow mowving inventery

The Group has guidelines for prowviding for inventory which may be sold below cost due te its age or condition
Directors assess the inventory at each location and 1n some cases decide that there are specific reasons to provide
more than the guideline levels or less if there are specific action plans in place which mean the guideline provision
level 1s not required Deterrmintng the level of inventory provision requires an estimation of likely future realisable
value of the inventory in vanous time frames and companng with the cost of holding stock for those trme frames
Regular monitoring of stock levels the ageing of stock and the level of the provision 1s carned out by the Directors
Details of inventory carrying values are provided In note 16 At the year end, stock purchased more than 15 months
previously has reduced from £7 9 million te £5 2 mullion (at March 2012 exchange rates) and the Group has provisions
of £4 8 rmllion (2011 £6 0 mullion) over the total inventory value

Share-based payments

The Drrectors are required to estimate the fair values of services receved in return for share options granted to employees
that are measured by reference to the fair value of share options granted The estimate of the fair value of the services
received s based on a Black-Scholes model (with the contractual life of the option and expectations of early exercise
incorporated into the modet) Details of the key assumptions made in the measurement of share-based payments
are provided in note 28

Taxation

There are many transactions and calculations for which the ultimate tax deterrmination 1s uncertain Significant judgement
1s required 1n determining the Group's tax assets and llabilives Deferred tax assets have been recognised to the extent
they are recoverable hased on profit projections for future years Income tax labilities for anticipated 1ssues have been
recognised based on estimates of whether additional tax will be due Notwithstanding the above, the Group believes
that it wall recover tax assets and has adequate provision to cover all nisks across all business operations See note 15

for more details
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Notes to the financial statements (continved)
year ended 31 March 2012

3 Financial risk management

Risk management 15 discussed in the Directors’ Report and a discussion of risks and uncertainties ¢an be found con
pages 15 and 16, along with the Group’s key risks See note 29 for additional information about the Group's exposure
to each of these nsks and the ways 1n which they are managed Below are key financial nsk management areas

= Currency nisk 1s mitigated by a mixture of forward contracts, spot currency purchases and natural hedges

- Liquidity risk 1s managed by monitoring daily cash balances, weekly cash flow forecasts, reguler reforecasting
of manthly working capital and regular diglogue with the Group's banks

- Credit nisk 1s managed by constant review of key debtors and banking with reputable banks

4 Segmental information
The Group has one material business activity being the design manufacture and distribution of gift packaging
and greetings, stationery and creative play products

For management purposes the Group is organised into four gecgraphic business units

The results below are allocated based on the region 1n which the businesses are located, this reflects the Group’s
management and internal reporting structure The decision was made tast year to focus Asia as a service provider
of manufactuning and procurement operations, whose main customers are our UK businesses Both the China factory
and the majonty of the Hong Kong procurement operations are now overseen by our UK operational management
team and we therefore continue to include Asia within the internal reporting of the UK operations, such that UK
and Asta compnse an operating segment The Chief Operating Decision Maker 1s the Board

Intra-segment pricing is determined on an arm’s length basis Segment results include items directly attnbutable
to a segment as well as those that can be altocated on a reasconable basis

Financiol performance of each segment 1s measured on operating profit Interest expense or revenue and tax are
managed on a Group basis and not split between reportable segments

Segment assets are all non-current and current assets, excluding deferred tax and income tax recervable Where cash
15 shown in one segment which nets under the Group's banking facilities, against overdrafts in other segments, the
elimination 1s shown in the eliminations column Similarly inter-segment receivables and payables are eliminated

UK and Asia Europe USA Australla Eliminations Group
£000 £000 £000 £000 £000 £000
Year ended 31 March 2012
Continuing operations
Revenue - external 7,007 29,147 45,044 29,557 - 220,755
- Inter-segment 4,746 1,009 - - (5,755) -
Total segment revenue 121,753 30,156 45,044 29,557 (5,755) 220,755
Segment result before exceptional items
and discontinued operations 4,089 na2 3,248 3,613 - 12,662
Exceptional items (3,068) - - - - (3,068)
Segment result 1,021 1.M2 3,248 3,613 - 9,594
Central admimistration costs (1,939)
Central administration exceptional items {850)
Net finance expenses {3.635)
Income tax {1,753}
Profit from continuing operations for the year
ended 31 March 2012 1417
Balances at 31 March 2012
Continuing operations
Segment assets 97100 16,885 6,224 1,317 4,301 135,827
Segment Liabilities {40.562) (13,950) (25,029) (3,222) {518) (83,279}
Capital expenditure
-~ property, plant and equipment 1,185 2,437 Ex)) 62 - 4,015
- intangible 263 30 87 19 - 399
Depreciotion 2,135 T42 696 180 - 3,753

Amortisation ! 368 57 24 85 - 534




International Greetings plc Annual repart and accounts 2012 43

4 Segmental information continued

UK and Asia Europe USA  Australia Elyminations Group
£000 £000 £000 £000 £000 £000
Year ended 31 March 2011
Continuing operations
Revenue - external 17,806 33,493 39980 25,578 - 216 857
- inter-segment 2,599 - - - (2,599) -
Total segment revenue 120,405 33,493 39980 25578 {2,599) 216,857
Segment result before exceptional items
and discontinued operations 2,673 2,107 2,096 2,455 - 9,331
Exceptional items (510) - (238) - - (7438)
Segment result from continuing operations 2,63 2,107 1,858 2,455 - 8,583
Pre-tax loss from discontinued operations - (100} - - - {i00)
Segment result 263 2007 1858 2,455 - 8,483
Pre-tax loss from discontinued operations 100
Central administration costs (1,249)
Central admimistration exceptional itemns {152)
Net finance expenses (2,917)
Income tax 693
Profit from continuing operations year ended
31 March 201 4958
Balances at 31 March 2011 continuing operations
Segment assets 100,853 18,112 6,272 9,438 4,302 138,977
Segment habilities (61,243) (15721) (27,245} (2.611) 153 (86,667)
Capital expenditure
- property, plant and egquipment 1334 297 231 279 - 214
- intangible 307 17 6 181 - 521
Deprecration 2346 a2 780 161 - 4,108
Amortisation 161 44 64 62 - EE]l
Imparment of fixed property,
plant and equipment - - 238 - - 238

(a) Capital expenditure consists of additions of property plant and equipment, intangible assets and goodwill
{b) No single customer nccounts for aver 10% of total sales

(c) The gssets and Liabilities that have not been allocated to segments consist of deferred tax assets of E4 640 000 {2011 £4,617,000) and income tax
payable of EB55 000 {201t £162 000} In addition the assets and liabilities have been grossed up for VAT of £399,000 (2011 £3)5 000) to reflect
the net position of the Group

(d} No operating segment has been aggregated in determining reportable segments

{€) Central recharges are included within the result of the segment that tokes the recharge The balance of the central costs are not altacated
to segments

{f} The 201 comparatives have been armended to reflect revision to the inter-segmental reperting and eliminations between the segments

Geographical information
The Group's Information about 1its segmental assets {non-current assets excluding deferred tax assets and other
financial assets) and turnover by customer destination and product are detailed below

Non-current assets

2012 200

£000 £000

UK 39,284 39,705
Asia 1,605 1,929
USA 6,589 6 850
Europe 15,008 14 285
Australia 1,963 2,134

64,649 64,903
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Notes to the financial statements (continued)

year ended 31 March 2012

4 Segmental information continued
Turnover by custorner destination

Turnover
2012 201 w012 201
£000 £Q00 % L3
UK 84,648 89,916 39 41
USA 58,389 53,076 26 25
Europe 39,797 43,7/ 8 20
Austratia and New Zealand 29,557 25,578 13 12
Rest of the world 8,364 4,575 [ 2
220,755 216,857 100 100
Turnover by product
Turnover analysis by product
20m 20m 2012 201
£000 £000 % %
Gift packaging and greetings 148,53 142 409 67 66
Stationery and creative play products 12,224 74,448 33 4
Total 220,755 216 857 100 100
5 Expenses and auditors’ remuneration
Included in profit are the following charges/{credits)
2012 201
Notes £000 £000
Depreciation 12 3,470 4,108
Imparment 12 283 -
Profit on sales of property, plant and equipment (59) (33)
Release of deferred grant income 7 (550} (550)
Amartisation of iIntangible assets 13 534 33
Operating lease payment - mimimum lease payment 30 4,057 4,422
Subiease rental income 7 (70) {73)
Wnite-down of inventories to net realisable value 16 2,326 2552
Reversal of previous write-downs on inventory 16 (619) (603)
Gain on foreign exchange (1) (616)
Auditors’ remuneration
2012 200
£000 £000
Armounts receivable by auditors and their associates in respect of
Audit of these financial statements 57 54
Audit of financial staterments of subsidiaries pursuant to tegistation
- overseas subsidiaries 154 193
- UK subsidianes 77 62
Other services relating to taxation 174 100
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6 Staff numbers and costs

This note includes staff numbers and costs from both continuing and discontinued operations

The average number of persons employed by the Group (including Directors) during the year, analysed by category,

was as follows

Number of employees

2012 201
Setling and administration 441 434
Production and distributton 1,619 1996
2,060 2,430
The aggregate payroll costs of these persons were as follows
2012 201
Note £000 £000
Wages and salanes 37331 37,578
Share-based payments 28 43 109
Socaal secunty costs 3,165 2,945
Other pension costs 2,055 1962
52,594 42,594
For information on Derectors’ remuneration please refer to the sections titled “Executive share options”
and "Directors’ remuneration” within the Directors’ Remuneration Report
7 Other operating income
002 20m
£000 £000
Lease prermium - 2N
Grant Income received 550 550
Sublease rentals credited te the income statement 70 73
Other 58 125
678 1,019
8 Finance expenses
2012 2011
£000 £000
Interest payable on bank loans and overdrafts 2,756 2295
Other similar charges 699 751
Finance charges in respect of finance leases 3 4
Interest payable under the effective interest method 3,458 3,050
Derivative finanaal instruments at fair value through incame statement 177 (133)
3,635 2,917
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9 Taxation
Recognised in the income statement

2012 20M
£000 £000
Current tax expenses
Current year - UK corporation tax - -
Current year - foreign tax 991 1,144
Adjustments for prior years (see below) 798 (605)
1,789 539
Deferred tax expense
Onginal and reversal of temporary differences (473) (765)
Adjustments in respect of previous penods 437 (467)
(36) (1232)
Total tax in Income statement 1753 (693)
Reconaliation of effective tax rate
2012 201
£00D £000
Profit before tax 3,170 4,265
Profit before tax multiplied by the standard rate of corporation tax of 26%
in the UK (2011 28%) 824 1,194
Effects of
Expenses not deductible for tax purposes 27 2
Recycle of translation gain on closure of subsidiary - (3)
Unrecognised tax losses 1.016 633
Benefit of unrecogrised deferred tax on losses and temporary difference {1,826) (1,297)
Non-taxable income - {32)
bDeferred tax effect on tax rate charges 92 159
Refund carryback due to change in tax law - (427}
Differences between UK and overseas tax rates 349 125
Other items 36 -
Adjustments in respect of prior year 1,235 (1,072)
Total tax in iIncome statement 1753 (693)
10 Exceptional items
Costof Selling Admin
sales aXpEnsEs expenses Total
2012 continuing aperations £000 £000 £000 £000
Restructuring of operational activities
- redundancies (note a) - - 1,201 1,201
- loss on disposal of leasehold land and buildings
in China (note b) - - 283 283
- China factory move (note c) - - 2,434 2,434
Total restructuring costs - - 3,918 3,918
Income tax credit (195}

3,723
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10 Exceptional items continued
Cost of Selling Adrin
sales expenses expenses Total
20N continuing operations £000 EODO £000 £000
Restructuring of operational activities
- redundancies (note d) 27 401 234 662
- impairment of asset for resale (note &) - - 238 238
Total restructunng costs 21 401 472 900
Income tax credit (267)
633
{a) Redundanaies relate to the termination costs of key executives who left the business fotlowing o review of Board responsibitities ond as
a result of business re-organisation In the UK subsidianes g’
w
(b} Loss on disposal of leasehold tand and buildings in China as a result of the decision to move the China factory r:g
v
{c) Costs associgted with moving the China factory '::
n
{d} The UK design studio moved down to Wales senior monagement were made redundant from our UK operations due to restructuring withmn r%
those businesses and the decision was made to brnng the China factory under the control of the UK monagement team resulting in a senier b3
manager in Asio betng made redundant. These redundancies cost £662000
(e) During the prior year the Group was called upon to repay the mortgage of a former sermor employee of the USA business upon his repatniation
o the UK, occonding to o guarantte gven by the Group about five yeats ago The Group purchased the property ond has disposed of w for £528 000
11 Discontinued operations
on
£000
Revenue 390
Cost of sales (358)
Gross profit 32
Selling expenses (17) a
Administration expenses (89) g
Operating loss (74) o
=
Finance expenses (26) 8
Loss before tax and exceptional items (00 | 3
Income tax -
Loss from discontinued operation before exceptional items (100
The net cash flows attributable to Eick Pack are as follows
20m
000
Operating cash flows {13)
investing cash flows -
Net cash flows (13)
Loss per share from discontinued operation
Basic 0 2p)
Diluted (0 2p) -
3
=]
2
o
o
i~
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12 Property, plant and equipment

Land and buildings

Ploantand Fixturesand Motor
Freehold  Leasehold equipment fittings vehictes Total
£000 £000 £000 £000 £000 £000

Cost
Balance at 1 Aprit 2010 22137 8,065 48 644 4,320 988 84,154
Additions 246 6 991 782 e 2141
Disposals - (605) (2,643) (2,883) (262) {6 393)
Effect of movements in foreign exchange (68) (495) (1.097) (186) h (1,B45)
Balance at1Apnl 201 22,315 6,971 45,895 2,023 853 78,057
Additions 141 723 2,832 194 125 4,015
Disposals - {(721) (658) (947) (263) (2,589)
Effect of movernents i foreign exchange (483) 226 77 52 7 10
Balance at 31 March 2012 0,973 1199 48,346 1322 722 79,562
Depraciation and impairment
Balance as at 1 April 2010 (7,202) (2,351 (36.331) {3.249) (722) {49,955)
Depreciation charge for the year (920) {349) (2,179) {552) (108) {4,108)
Disposals - 605 2634 2,876 238 6,353
Effect of movements in foreign exchange (1) ¥27 866 182 (3) AL
Balance at1Apnl 2011 (8123) (1,968) (35,010} (843) {595) (46,539)
Depreciation charge for the year {930) (333) {1,848) (546) (96) (3,753)
Disposals - 528 653 859 207 2,247
Effect of movernents in foreign exchange 89 (51) (18) (16) 10 13
Balance at 31 March 2012 (8,964) (1.824) {36,221) (546) (474) (48,029)
Net book value
At 31 March 2012 13,009 5.3715 12,125 776 248 31,533
At 31 March 2011 14192 5,003 10,885 1,180 258 31,518

Depreaation s charged to either cost of sales, salling costs or admimistration costs within the income statement

depending on the department to which the assets relate

Leased plant and machinery

The net book value of property, plant and equipment inctuded an amount of £160,000 (2011 £193,000) in respect

of assets held under finance leases

Impatrment
The impairments are explained in note 10

Apart from these specific items, all other property, plant and equipment have been compared with the value in use

and no further impairments are required The basis for these conclusions are explained in note 13

Security
All freehold properties are subject to a fixed charge
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Computer Cther
Goodwill software intangibles Totat
£000 £000 £000 £000

Cost
Balance at 1 Apnl 2010 40,958 2,818 494, 44,270
Additions - 521 - 521
Disposals (26) (379) - (405)
Effect of movements in foreign exchange (347) (44 1 (390)
Balance at1Apnl 2011 40,585 2,976 495 43996
Additions - 399 - 399
Disposals - {356) - (3586)
Effect of movernents in foreign exchange (290) 4 - (286)
Balance at 31 March 2012 40,295 2963 495 43,753
Amortisation and impairment
Balance at 1 Apnl 2010 (9.238) (1749) (144) {(1,131)
Amortisation for the year - (283) (48) (331)
Disposals 26 379 - 4035
Effect of movements in foreign exchange 390 57 ) 446
Balance at1Apni 20N (8,822) (1598) 193) (10,611
Amortisation for the year - (486) (48) (534)
Disposals - 352 - 352
Effect of movements in foreign exchange (39) (5) - (44)
Balance at 31 March 2012 (8.861) {1,735) {241) {10.,837)
Net book value
At 31 March 2012 31,434 1,228 254 32,916
At 31 March 201 31,763 1,320 302 33385

The aggregate carrying amounts of goedwill allocated to each geographical segment are as follows

2012 200

£000 £E00D

UK and Asia 25,600 25,600

Europe 4,505 4,842

USA - ~

Australa 1,329 1,321

Total 31,434 31,763
Impairment

The Group tests goodwill each half year for impairment, or more frequently if there are indications that goodwill

might be impaired

For the purposes of impairment testing goodwil! considered significant in comparison to the Group’s total carrying
amount of such assets has been allocated to the business unit, or group of business units, that are expected to benefit
from the synergies of the combination (see table above), which represents the lowest tevel within the Group at which
the goodwill 1s monitored for internal management purposes, and is referred to below as a cash-generating umt
During the last few years the businesses have begun to work more closely with each other, exploiting the synergies
that anse The recoverable amounts of cash-generating units are deterrmined from the higher of value in use and farr

value less costs to sell

The Group prepares cash flow forecasts for each cash-generating unit derived from the most recent financial budgets
for the following three years The key assumptions in these are sales, margins achievable and overhead costs which
are reviewed and approved by the Board The Group then extrapolates cash flows for the following ten years based

on o conservative estimate of market growth of 2% {2011 2%)
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13 Intangible assets continued

Impairment continued

The cash-generating units used the following pre-tax discount rate which are derved from an estimate of the Croup’s
future average wetghted cost of capital adjusted to reflect the market assessment of the nsks specific to the current
estimated cash ftows over the same period

Pre-tax discount rates used were

2012 200
UK and Asia 13 2% 1B 0%
Europe 15 4% 13 0%
USA 167% 1B0%
Australio 14 3% 13 0%

All of the cash-generating units’ values in use were determined to be higher than fair vatue less costs to sell, thus
this was used as the recoverable amount In all businesses the carrying value of the goodwall was supported by the
recoverable amount and there are currently no reasonably foreseeable changes to assumptions that would give rise
to an impairment of the carrying value

The Directors do not believe a reasonably possible change to the assumptions would give rise to an impairment
The Directors have considered a 3% movement in the discount rate and a flat in budget growth rate assumption
N their assessment

14 Acquisition of subsidiaries

Settled in Tronslation
20n cash difference 2012
Ceferred consideration payokle £000 £000 £000 £000
Eick Pack (note q) 11 () - -

a) On 23 Janvary 2007 the Group acquired 100% of the 1ssued share capital of Eick Pack Werner GmbH & Co {Eick Pack) a manufacturer of gift-wrap
counter rolls based in Germany lnitial ¢consideration of €1 was paid for shares The share purchose ogreement olso provided for the potential payment
of outstanding loans made by the previous shareholders to Eick Pack, dependent on Exck Pack s profits for the years ended 31 March 2008 to 2010,
including a guaranteed minimum amount of £111 000 payable at the end of this peniod This has now been paid In July 2010 Eick Pack was put
Into odministration

15 Deferred tax assets and liabilsties
Deferred tax assets and habilities are attributable to the following

Assets Liabilities Net

2012 201 2012 20M 2012 200

€000 £000 £000 £000 £000 £000
Property, plant and equipment 409 591 {1.875) (1155) (1,466) {564)
Inventory provisions 4 809 - - 421 809
Capital gains deferred - - (L94) {563) (494) (563)
Deferred lease premium 83 79 - - 83 79
Provisions 722 894 - - 722 894
Tax loss carred forward 3,817 2,406 - - 3,817 2,406
Gther iming differences 1,557 1,555 - - 1,557 1555
Net tax assets/(Liabilities) 1,009 6 334 (2.369) {1.18) 4L 640 4,616

The deferred tax asset in respect of tax losses carmed forward at 31 March 2012 of £3,817,000 {2011 £2,406 000)

1s comprised of UK tox losses of £1,943 000 (2011 £1,982,000) and USA losses of £1 874,000 (201} £424000) USA tax
losses carned forward will become irrecoverable in March 2027 UK tax losses may be carried forward indefinitely
The deferred tax assets have been recogrused where the Board considers there is sufficient evidence that taxable
profits will be available against which the tax losses can be utilised The Board expects that the tax losses will be
recoverable agamst future profits but given the level of tax losses brought forward recoverability has been assessed
on the basis of expected profits currently forecast. Deferred tax assets in respect of taxable losses that are expected to be
recovered outside this forecast period have not been recognised This includes unrecogrised deferred tax assets in respect
of brought forward UK tosses of £444,000 (201 £480,000) and £4,421,000 (201 £5,336,000) i respect of brought forward
USA tax losses
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15 Deferred tax assets and liabilities continued

No deferred tax asset i1s recognised in respect of losses for Hong Kong totalling £195,000 (2011 £103,000) and China
£661,0600 (201 £530,000) No deferred tax 1s recognised on unremitted earnings of overseas subsidianes Overseas

reserves can now be repatnated to the UK wath no tax cost. If all overseas earmngs were repatnated with immediate
effect no tax charge (2011 £Nil) would be payable

At the balance sheet date the UK government enacted a 2% reduction in the main rate of UK corporation tax from 26% to
24% effective from 1 April 2012. The government has also proposed reducing the UK corporation tax rate by a further 1%
per annum to 22% by 1 April 2014 However, these further rate changes had not been substantively enacted at the balance
sheet dote and their effects are not, therefore, included in these financial statements We do not expect that the enactment
of these changes will have a materntal impact on the deferred tax balance of the Group

There are no deferred tax balances with respect to cash flow hedges

Movement in defesred tax during the year

1 Apnl Desposat of Recognised i Recognised in 31 March
2on subsidhary Income equity 2012
EQQO £000 £O00 fo00 £000
Property plant and equipment (564) - (925) 23 {1,466)
Inventory provisions 809 - (398) 10 621
Capital gains deferred (563) - 69 - (494)
Deferred lease premium 79 - 3 1 a3
Provisions 894 - {150) (22) 722
Tax loss carried forward 2 406 - 1,436 (25) 3,817
Other tirming differences 1,555 - 1 1 1,557
MNet tox assets 4,616 - 36 (12) 4,640
Movement in deferred tax during the prior year
Restated Restated
1Apri disposal of recognised in Recognised in 31 March
2010 subsidiary Income equity zon
£000 £000 £000 £000 £000
Property, plant and equipment (1,005) - 430 n (564)
Inventories 858 (135) j[o]] (15) 809
Capital gains deferred (606) - 43 - (563)
Deferred lease premium 150 - {76) 5 79
Provisions 482 - 376 36 894
Tax loss carried forward 2,250 - 155 1 2,406
Other timung differences 1,372 - 203 (20) 1,555
Net tax assets 3,501 (135) 1232 18 4,616
16 Inventory
2012 201
£000 £000
Raw materials and censumables 5,696 7149
Work 1n progress 9,375 6,323
Fimshed goods 27,557 3210
42,628 45,582

Of the £42,628,000 (2011 £45582,000) stock value £38,813,000 (2011 £39,958,000) 1s held at cost and £4 528,000
(201 £5,624,000) 1s held at net realisable value The wrnite-down of inventories to net realisable value amounted
to £2,326,000 (201 £2552,000) The reversal of previous wnte-downs amounted to £619 000 (2011 £603,000)

The reversal 1s due to the inventory being either used or sold

Materials and consumables and changes in finished goods and work in progress recognised as a cost of sales
amounted to £150,5991000 (2011 £149,097,000)
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16 Inventory continuved

Part of the Group’s funding 1s vio asset backed loans from our bankers These toans are secured on the inventory
and trade recervables of the larger UK and European businesses The amount of the inventory that 1s used to secure
an asset backed loon s £25,462,000 (2011 £26,651,000) !n addition bank loans to Hoermark and 1G USA are secured on

a freehold property and contents, including inventory, therein

Refer to note 20 for outstanding balance on asset backed loans and details of the secured bank toans

17 Assets held for sale
2012 2001
£000 EO00
Asset acquired - 780
Impairment - {238)
Effect of exchange - {45)
- 497

In the previous year the Group was called upon to repay the mortgage of a former senior employee of the USA business
upon his repatnation to the UK, according to a guarantee given by the Group about five years ago The Group purchased
the property and disposed of it during the current year for £528,000

18 Trade and other receivables

2012 201

£000 £000

Trade recervables 17,066 17,366

Prepayments and accrued incomae 1,584 1742

Other receivables 2,060 1,853

VAT receivable 232 453
Forward foreign currency contracts carned at fair value through

the income statement - 80

20,942 21,494

Part of the Group's funding 15 via asset backed loans from our bankers These loans are secured on the inventory
and trade recevables of the larger UK and European businesses The amount of the trade recevables that is used
to secure an asset backed loan s £7,629,000 (201 £9,928,000)

Refer to note 20 for outstanding balance on asset backed loans
There are ne trade receivables in the current year (2011 £Mil) expected to be recovered in more than twelve months
The Group's exposure to credit and currency nisks and imparirment losses related to trade and other receivables 1s disclosed

In note 29

19 Cash and cash equivalents/bank overdrafts

2012 201
£000 {000
Cash and cash equivalents 3168 1,885
Bank overdrafts {1,945) (3.620)
Cash and cash equivalents per cash flow statement 1,223 {1735)
Net debt
2012 201
Note £000 000
Cash and cash equivalents 3168 1,885
Bank loans and overdrafts 20 (645,266) {46 309}
Loon arrangement fees 370 -
Net debt as used in the Financial Review {41,728) {44 424)

The Group’s exposure to terest rate risk and sensitivity analysis for financial assets and labshities are disclosed
In note 29
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19 Cash and cash equivalents/bank overdrafts continved

Net debt continued

The bank overdrafts are secured by a fixed charge on certain of the Group's land and buildings, a fixed charge on certain
of the Group's book debts and a floating charge on certain of the Group s other assets

20 Loans and borrowings
This note provides information about the contractual terms of the Group’s Interest-beanng loans and borrowings
For rore information about the Group's exposure to interest rate ond foreign currency nisk, see note 29

2012 201
£000 £000

Non-current Wabilities
Secured bank loans (see below) 33,880 8,377
Loan arrangement fees {258) -
33,622 8,377

Current habilities

Asset backed loan 5,467 4,449
Revolving credit faalities - 28,901
Current portion of secured bank loans (see below) 3974 962
Bank leans and borrowings (see below} 9,441 34,312
Lean arrangement fees (n2) -
9,329 34,312

The asset backed loans are secured on the inventory and recesvables of the larger business units within the UK
and European business segments

The revolving credit facitities are secured on the assets of the Group, in the same way as the bank overdraft above
The interest rote 1s 2 5% over LIBOR The faalities are drawn for peniods from one day up to six months

Following the negotiations of new banking facilities in july 2011, the Group accrued arrangement fees which are being
spread over the life of the facility

Terms and debt repayment schedule

2012 201

Repayment analysis of bank loans and overdrafts £000 £000
Due within one year
Bank loans and borrowtngs (see above) 9,441 34,312
Bank overdrafts (note 19) 1,945 3620
Due between one and two years
Secured bank loans (see below) 4,666 975
Due between two and five years
Secured bank loans (see below) 24,807 2,324
Due after more than five years
Secured bank loans (see below) 4,407 5,078

45,266 46,309

In fuly 2071 the Group negotiated new faclities with its principal bank, split between US dellars and sterling compnsing
a five year loan of £15 2 million with a bullet repayment on the fifth anniversary, a four year amortising loan of £14 8 million
a one year revolving rmulti-currency credit facility of up to £33 million and a one year rolling multi-currency overdraft
faolity of up to £5 mullion, plus a two year asset back loan faclity secured on the UK business inventory and debtors

We have also secured a three year asset backed toan facility of up to £25 million with a USA bank to assist in the
funding of the USA business and to mitigate the currency effect on our faality headroom

Secured bank loans

Loan

The principal of £588,000 (2071 £730,000) 1s repayable monthly on a reducing balance basis over 15 year

period, ending m March 2016 The loan is secured over the freehold land and buildings and the contents therein

of International Greetings USA Inc and is subject to a variable rate of interest linked to the US Federal Funds Rate
(US FFR} The currency of denomination of the loan 1s US dotlar
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20 Loans and borrowings continued

Secured bank leans continued

Loan 2

The principal of £582,000 (2011 £739,000) 1s repayable monthly on a reduaing balance basis over a nine year
pened ending in March 2016 The loan is secured over the freehold land and buildings and the content therein
of International Greetings USA, Inc. and is subject to a vanable rate of interest linked ta the US FFR The currency
of denomination of the loan s US dollar

toan 3

The principal of £6,281,000 (2011 £7,069,000) 1s repayabie quarterty over a 20 year period ending in July 2028
The loan is secured over the freehold land and buildings and the content therein of Hoomark BV and 1s subject
te a vaniable rate of interest inked to EURIBOR, that has been swapped to o fixed rate for a notional amount
of £5,833,000 (201 £6,195,000) and a peried of three years ending in January 2007 The currency of denomination
of the loan 1s euro

Lean 4

The principal of £510,000 (2011 £801,000} 1s repayable monthly over a five year period ending Novermnber 2013
The loan 1s secured over the plant and machinery of International Greetings UK Ltd and is subject to a variable
rate interest linked to the UK base rate The currency of denomunotion of the losn 1s sterling

Loan 5

The principal of £14,904,000 (2011 Nil) 1s repayable over a five year peniod with a bullet repayment on the fifth
annversary £9,100,000 1s denominated in sterling and £5,804,000 1s denominated in US dollars They are subject

to a vanable interest rate linked to LIBOR except for the element that has been swapped At 31 March 2012 the Group
had an nterest rate cap on a notional amount of £8 million, and a netianal amount of $8 million, whereby interest
payable has been capped at 15% on both notionat amounts The terms of the hedge have been negotiated to match
the terms of the commitments

Loan 6

The prinaipal of £14,988,000 (2011 Nil) is repayable and omortised over a four year penod £8 800,000 1s denominated
in sterling and £6,188,000 1s denominated in US dollars They are subject to vanable interest rate linked to LIBOR except
for the elements that have been swapped At 31 March 2012, the Group had an interest rate swap in place with a notional
amount of £6 9 million whereby It recewves a floating rate of interest based on LIBOR and poys a fixed rate of interest
at 0 92% on the notional amount. The terms of the hedge have been negotiated to match the terms of the commitments

At 31 March 2012, the Group had an interest rate swap 1n place with a noticnal amount of $9 9 million whereby
it receives a floating rate of interest based on LIBOR and pays a fixed rate of interest at 0 77% on notional emount
The terms of the hedge have been negotiated to match the terms of commitment

21 Deferred iIncome

2012 20m
£000 £000

Included within non-current liabilities

Deferred grant income 1,879 2,429

Included within current Labilities

Deferred grant income 550 550

The deferred grant income Is 1n respect of a government grant relating to a print plant All conditions have now been
met and there 15 no requirement to repay It 1s being amortised in line with the depreaation on the print plant

22 Provisions

Property

£000

Balance at 1 April 2011 1,847
Prowvisions released duning the year (507}
Provisions utibsed dunng the year (20)

Balance at 31 March 2012 1,320
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22 Provisions continued

2012 201

£000 £000

Non-current 1,003 1,847
Current 7 -
1,320 1.847

The provision represents the estimated reinstatement cost of two of the Group's leasehold properties under fully repainng
leases and prowision for an onerous lease for one of those properties A professional valuation has been performed
dunng the year for one of the leasehold properties and the provision was reassessed and 1s stated after discounting

23 Other financial Labilities

2012 201
Note £000 £000
Included within nen-current Labilities
Finance lease 57 99
Other creditors and accruals 390 276
447 375
Included within current liabilities
Deferred acquisition payments 14 - m
Finance lease 69 76
Other creditors and accruals 9,587 9,331
Forward foreign currency contracts carried at fair value
through the income statement 97 -
Forward foreign exchange contracts carried at fair vatue
through the hedging reserve 446 124
10,199 9,642
Finance lease habilities
Finance lease Liabilities are payable os follows
Minimum Minimum
lease lease
poymants Interast Principal payments Principol
2012 2012 2012 204 Interest 201
£000 £000 £000 £000 200 £000
Less than one yeor 78 {9) 69 98 {22) 76
Between one and five years 61 (%) 57 107 8) 99
139 (13) 126 205 (30) 175
24 Trade and other payables
2012 won
£000 £000
Trade payables 22,396 24,050
Other payables including income taxes and social security 737 1,303
23133 25353
25 Share capital
QOrdinary shares
In thousands of shares 2012 20m
Inissue at 1 Apnl 53967 52,150
Issued as consideration for acquiring subsidianies and asscciates - 1,492
Options exercised during the year 1,040 325
In Issue at 3t March - fully paid 55,007 53,967
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25 Share capital continved

2012 20n
£000 £000

Allotted, called up and fully paid
Ordinery shares of £0 05 each 2,750 2698

Share options exercised during the year amounted to 1,040,000 {2011 325,000} which generated cash proceeds
of £146,000 (2011 £56,000)

Duning the previous year the Company 1ssued 1,816,613 ordinary shares of 5p each for £1,078,000, £1,491,613 1n respect
of consideration for the cost of acquiring subsidiaries and £325,000 due to the exercise of share options which
generated cash proceeds of £56,000

The holders of ordinary shares are entitled to receive dividends as declared from time to time and are entitled
to one vote per share at meetings of the Company

26 Earnings per share

2012 201

Diluted Basic Diluted Basic
Adjusted earmings per share excluding excepticnal items
and discontinued operations 67p 12p 82p 89p
Loss per share on exceptional items (6 4p) (6 9p) (17p) (12p)
Earrings per share from continuing cperattons 03p 03p 7p 7p
Loss per share on discontinued operattons 00p 00p (0 2p) (0 2p)
Earmings per share 03p 0 3p 69 75p

The basic earmings per share 1s based on the profit attributable to equity helders of the Company of £177,000
(2011 £4,010,000) and the weighted average number of ordinary shares in 1ssue of 54,206,000 (2011 53,127,000)
calcvlated as follows

Weighted average number of shares in thousaonds of shares 2012 0n
Issued ordinary shares at 1 Apnl 53,967 52,150
Shares issued in respect of aequisitions - 854
Shares issued in respect of exeraising of share options 239 123
Weighted average number of shares at 31 March 54,206 53,127

Adjusted basic earnings per share exctudes exceptional itermns ¢charged of £3,918,000 (2011 £900,000), the tax relief
attrbutable to those items of £195 000 (20N £267,000) and the loss on discontinued operations (net of tax) of ENil
(2011 £100,000), to give adjusted profit of £3,900,000 (201 £4,743 C00)

Dituted earnings per share

The average number of share options cutstanding in the year 15 5,787,000 (2011 6,157,000), at an average exercise
price of 16 9p (2011 16 4p) The diluted earnings per share 15 calculated assuming all these options were exercised
At 31 March the diluted number of shares was 58,486,612 (2011 57,805,000)

A significant number of shares became exercisable during the year (see note 28)

27 Dividends
No dividends were pard in year {2011 Nil) The Directors do not propose a final dividend for 2012
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28 Share-based payments

Options

Options to subscribe for ordinary shares hove been granted pursuant to the Company’s approved and unapproved
Employee Share Option Schemes, which are exeraisable at dates ranging up to January 2021 At 31 March 2012, cutstanding
options were gs follows

Number of
ordinary shares Exercise prnice {p) Exercise dotes
Approved 325710 14 Dec 2011 - Dec 2018
10,000 235 Apr 2012 - Apr 2019
191,600 325 Jul 2012 - Jul 2019
97,500 50 Sept 2012 - Sept 2019
96 774 62 Jan 2014 - Jan 2021
Unapproved 1,416,846 14 Dec 2011 - Dec 2018
10,900 50 Sept 2012 - Sept 2019
53226 62 Jan 20¥4 - Jan 2021
5,002,556

All share-based payments are equity-settied

There were no performance or profitability conditions attached to the approved options {other than continued
employment), except for 48,387 shares 1ssued at 62p, which relate to specific performance targets related to sales
of new product areas in the USA Conditions related to profitability for the two years to March 2031 are attached
to the unapproved options awarded to Executive Directors ond these conditions have now been fully met

For the share options outstanding at 31March 2012 the weighted average remaining contract life was 6 8 years (2011 7 8 years)

The numbers and weighted average exercise prices of share options are as follows

2012 20m
Waeighted Weighted
average average
exercise Numbaer of exercise Number of
price options price options
Qutstanding at the beginming of the penod 16p 6,047,556 15p 6,222,356
Approved options granted during the period op - 62p 96 774
Unapproved options granted in the period Op - 62p 53,226
Lapsed during the year Op 5,000 Op -
Exercised durning the perod 4p {1.040,000) 7p (325.000)
Qutstanding at the end of the period 18p 5,002,556 l6p 6,047,556
Exercisable at the end of the penod 14p 4,542,566 - -

The weighted average share price at the date of exerase of share options exerased during the penod was 56 6p
(2011 64 4p)

No share options were granted dunng the year The prinapal assumptions used in assessing the far value of share
options granted in the previous period was as follows

20m
Fair value at measurement date £020
Weighted average share price £062
Exercise price £062
Expected volatibty 50%
Expected option life Three years
Expected dividends 0%
Risk-free interest rate (based on national government bonds) 25%

The expected volatiity i1s based on the historical volatility (calculated based on the weighted average remaining
Life of the share options)
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28 Share-based payments continued
Options continued
The total expenses recognised for the penod anising from share-based payments are as follows

2012 20m
£000 £000
Equity-settled share-based poyments 43 109

29 Financial instruments

a) Farr values of financial instruments

The carrying values for each <lass of inancial assets and financial lkabibties in the balance sheet, which are given
below, are not considered to be matertally different to ther fair values

As at 31 March 2012, the Group had derivative contracts, which were measured at Level 2 fair value subsequent to initial
recogmition, to the volue of a ligbility of £543,000 (2011 net lability of £124,000) and an asset of £Mil (2011 £80,000)

Trade and other receivables

The fair value of trade and other receivables 1s estimated as the present value of future cash flows, discounted
at the market rate of interest at the balance sheet date if the effect is material Doubtful recevable provisions are
established based upon the difference between the receivable value and the estimated net collectible amount

Trade and other payables
The fair value of trade and other payables i1s estimated os the present volue of future cash flows, discounted at the
market rate of interest at the balonce sheet date If the effect 1s matenal

Cash and cash equivalents

The fair value of cash and cash equivalents is estimated as its carrying ameunt where the cash 1s repayable on demand
Where it 1s not repayable on dermand then the fair value 1s esttmated at the present value of future cash flows, discounted
ot the market rate of interest at the balance sheet date

interest-bearing borrowings

Fair value, which after initiol recognition is determined for disclosure purposes only, 1s calculated based on the
present value of future principal and interest cash flows, discounted at the market rate of interest Gt the balance
sheet date For finance leases the market rate of interest 1s determined by reference to similar lease agreements

Dernivative financial instruments
The fair value of forward exchange contracts 15 based on theirr market price

Fair value hierarchy
Financial instruments which are recognised at fair value subsequent to imitial recogration are grouped into Levels 1
to 3 based on the degree to which the fair vatue 1s observable The three lavels are defined as follows

Level 1 quoted (unadjusted) prices 1n active markets for identical assets or liabilities,

Level 2 other techriques for which all inputs which have a significant effect on the recorded farr value are observable,
either directly or indirectly, and

Level 3 techniques which use inputs which have a significant effect on the recorded fair value that are not based
on observabte market data
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29 Financial instruments continued
a) Fair values of financial instruments continued
fair value huerarchy continued
Carrying Fair Careying Fair
amoaouynt vatue amount value
2002 2012 20m 201
Notes £000 £000 £000 £000
Cash and cash equivalents 19 3168 3168 1.885 1885
Trade receivables 18 17,066 17,066 17,366 17,366
Other recevables 18 2,060 2,060 1,853 1,853
Finanaial assets ot fair value through profit or loss 18 - - 80 80
Totat financial assets 22,294 22,294 21,184 21,184
Bank loans and overdrafts 19 45,266 45,266 46,309 46 309
Finance lease hability 23 126 126 175 175
Other financial liabilities 23 9,977 9,977 9,718 9,718
Trade payables 24 22,396 22,396 24050 24,050
QOther payabtes 24 737 737 1303 1,303
Total finanaial labibties measured ot amortised cost 78,502 78,502 81,555 81555
Financial habilitres ot fair value through profit or loss 23 97 97 - -
Finanaial habibities at fair value through hedging reserve 23 446 L46 124 124
Total financial kabilities at fair value 543 543 124 124
Total finanaal kabilities 79,045 79,045 81,679 81,679
Net financial labilities 56,751 56,751 60,495 60 495

b) Credit risk

Fiancial nsk management

Credit nsk 1s the risk of financial loss to the Group If a customer or counterparty to a financial Instrument fails to meet
its contractual obligations and arises principally from the Group's receivables from customers and investment securities

The Group's exposure to credit nsk 1s managed by dealing only with banks and financial institutions with strong
credit ratings The Group’s financaial credit risk 1s primanly attnbutable to its trade receivables

The Group has no significant concentration of credit nisk exposure as revenues are split across a large number

of customers in different geographical areas The main customers of the Group are large and mid-sized retailers,
other manufacturers and wholesalers of greetings products, service merchandisers and trading companies The Croup
has established procedures to mirimise the nisk of default of trade receivables including detailed credit checks
undertaken before new customers are accepted and rigorous credit control procedures after sale These processes
have proved effective in mirirmising the level of impairments required

The amounts presented in the balance sheet are net of allowances for doubtful receivables estimated by the Group’s
management, based on prior expenence and their assessment of the current economic environment

Exposure to credit risk .

The carrying amount of financial assets represents the maximum credit exposure Therefore, the maximum exposure
to credit nsk ot the balance sheet date was £22,294,000 (2011 £21,184,000) being the total of the carrying amount
of financial assets, excluding equity Investrnents, shown in the table above
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29 Financial instruments continued

b) Credit nsk continued

Exposure to credit nsk conttnued

The maximum exposure to credit risk for trade receivables at the balance sheet date by geographic region was

2012 20n
£000 £000
UK and Asia 7,558 8,842
USA 2,856 2,463
Europe 2,419 2,883
Australia 4,233 3178
17,066 17366
Credit quality of inancial assets and rmpairment losses
The ageing of trade receivables at the balance sheet date was
Grosy Impairment Gross Impairment
2012 2012 201 201
EO0D £000 £000 £000
Not past due 13,132 (16) 12,309 (74)
Past due 0-90 days 3,679 (59) 4,763 (97)
More than 90 days 820 (490) 1170 (705)
17,631 {565) 18,242 (876)

There were no unimpaired balances outstanding at 31 March 2012 (2011 Nil) where the Group had renegotiated the
terms of the trade recervable

The movernent in the ollowance for impairment in respect of trade receivables during the year was as follows

2012 201

£000 £000

Balance at1Apnl 876 1,569
Imparrment loss recogmised 19 566
Impairment loss reversed (324) (1,248)
Effects of movement in foreign exchange (6) n
Balance at 31 March 565 876

The allowance account for trade receivables 1s used te record impairment losses unless the Group 15 satisfied that no
recovery of the amount owing i1s possible, at that point the amounts considered irrecoverable are written off against
the trade recervables directly

¢) Liqusdity nsk

Financral sk management

Liquidity risk 15 the nisk that the Group will not be able to meet its financial cbligations as they fall due tn July 201
the Group negotiated new faailities with its principal bank, split between US dollars and sterling comprising a five year
loan of £15 2 rmillion with a bullet repayment on the fifth anniversary, a four year amortising loan of £14 8 million, a one year
revolving multi-currency credit facility of up to £33 milbon and a one year rolling multi-currency overdraft faality

of up to £5 million, plus a two year asset back loan facility secured on the UK business inventory and debtors

We have also secured a three year asset backed loan faality of up to £25 million with a USA bank to assist in the
funding of the USA business and to mitigate the currency effect on our faclity headroom See “Treasury operations”
in the Financial Review for further details

The Group's policy with regard to Liquidity ensures adequate access to funds by maintaiming an appropriate mix
of short-terrn and longer-term facilities, which are reviewed on a regular basis The matunty profile of debt outstanding
ot 31 March 2012 15 set out i note 20
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¢) Liguidity nsk continued

Financial risk management continued
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The following are the contractual matunties of financial labilities, including estimated interest poyments

Nominal More
interest  Carrying Contractuel One year One to Two to than
rata  amount coshflows orless twoyears fiveyears fiveyears
31 March 2012 Nates % £000 £000 £000 £000 £000 £000
Non-dernivative financial iabilities
Secured bank leans - sterling 43 18,410 {21,6405) (2,204) (2973) (16,228) -
Secured bank leans - US dollar 28 13,162 (22,104) (2,028) (4,074) (16,002) -
Secured bank loans - euros 35 6,282 (8,523) (388) (402) (1,283) (6,450)
Total secured bank loans 20 37,854 (52.032) (4.620) (7.449) (33,513) (6.450)
Finance leases 23
- sterling leases 55 87 (95) (60) {33) {2) -
- other leases 60 39 (L&) (18) (19) {7) -
Other financial liabilities 9,977 {9.977) (9,587) {390) - -
Trade payables 24 22,396 (22,396) (22,396) - - -
Other payables 24 737 (737) (737) - - -
Asset backed loans 23-35 5467 (5.467) (5,467) - - -
Bank overdraft 15-45 1,945 (1,945) (1,945) - - -
Derivative financial labilities
Finanaal iabilities ot fair value
through the income statement -
interest rate swaps®© 97 - - - - -
Financial liabilities carried at foir
value through the hedging reserve
- interest rate swaps'® 354 - - - - -
Forward foreign exchange contracts
carned at fair value through the
hedging reserve 92 (14,008) (14,008) - - -
79,045 (106,701) (58,838) (7.891) (33,522) (6,450)
() The intarest swaps with fair values of 97 000 and 354 000 mature over a period of three years ending January 2017
Nominal Mare
interest  Carrying Contractual  Oneyear Oneto Twoto than
rote amount cash flows orless twoyears fiveyears five years
31 March 201 Notes % £000 £000 £000 £000 £000 £000
Non-denvative financial liabilities
Secured bank loans - sterling 41 801 (884) (318) {(318) (2448) -
Secured bank loans - US dollar 17 1,469 (1.529) (313) (309) (907) -
Secured bank loans - euros 34 7069 (2,197) (41) (423) (1,320) (7.037)
Total secured bank leans 20 9,339 (M,604) (1,042) (1,050) (2,475) (7,037)
Finance leases 23
- sterling leases 55 n3 (131 (67) (47) an -
- other leases 65 62 (74) (31 (19) (24) -
COther finanaal labilities 9,718 (9,718)  (9,442) 77 (108) ()]
Trade payables 24 24,050 {24,050) (24,050) - - -
Other payables 24 1,303 {1,303) (1,303) - - -
Asset backed loans 28-45 4,449 (4,449)  (4,449) - - -
Revolving credit faalities 28-31 28,901 {28,901) (28,901) - - -
Bank overdraft 14-51 3620 (3620) (3,620) - - -
Denvative financial Liabilities
Forward foreign exchange contracts
carrned at fair valve through the
hedging reserve 124 (6,666) (6,666) - - -
81,679 (90 516) (79,571} (1,093) (2,624) (7,128)
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29 Financial instruments continued

c) Liquidity nisk continued

Financial risk management continued

The following shows the facilities for bank loans, overdrafts, asset backed loans and revolving credit facilities

3N March 2012 31 March 201
Facility Foclity
used used
Cerrying contractual Facility Total Carrying contractual Facility Total
amount  cosh flows unused facility amount  cash flows vnused facility
£000 £000 £000 £000 £000 £300 {000 £000
Secured bank loans
{see above) 37,854 {52,032} - (52,032) 9,339 M,604) - M e04s)
Asset backed loans
(see note {a) below) 5,467 (5,467} (7.200) (12,667) 4,449 (4 449) (5 654) (10,103)
Revolving credit faciliies - - - - 28,901 {28,901) (7.899) (36,800)
Bank overdraft 1,945 {1,945) {5.221) (7,166) 3,620 (3,620) (6,341) {9,961)

45266 (59.444) (12,421) (71.865) 46309  (48,574) (19,894) (68.468)

(o) The asset backed lean facilities are dependent upon the levels of the relevant inventory and receivables

{b) The major bank focitities vary in the year depending on forecast debt requirements The maximum limit across oll facilities with the major
bank was £75 million At 31 March 2012 the faclity amouwnted to £38 8 million {2011 £48 @ mition}

{c) Additional fuciities were available at other banks of £19 5 milhion (200 £8 9 muilion), including asset backed loons according to the level of the
recewvables and inventory

{d) The short term element (overdraft and RCF) of these faclities was renewed on improved terms in May 2012 which will slightly lower the
blended rate in the forthcoming year and provides significant additional headreom

{e) The assets backed loan facilities are to be renewed on

UK - August 2013
USA - July 2014
Europe - July 2014

d) Cash flow hedges
The following table indicates the periods in which the cash flows associated with cash flow hedging instruments are
expected to occur

Carrying Contractual One yeor Oneto Two to Mora than
amount cash flows or lass two years five years five years
31March 2012 £000 £000 £000 £000 £000 £000
Interest rate swaps
Liabilities 354 - - - - -
Forward exchange contracts
Liabilities 92 {14,008) (14,008) - - -

At 31 March 2012, the Group had an interest rate swap 1n place with notional amount of £6 9 million whereby it receives
a floating rate of interest based on LIBOR and pays a fixed rate of interest at 0 92% on the notional amount The swap

15 to hedge the exposure to changes in the interest rate The terms of the hedge have been negotiated to match the
terms and commitments The fair value of the swap at the balance sheet date was a liability of £17 000

At 31 March 2012, the Group had an interest rate swap in place with a notional amount of $9 9 million whereby it
receives a floating rate of interest based on LIBOR and pays a fixed rate of interest at 0 77% on the notional amecunt.
The swap 1s to hedge the exposure to changes in the interest rate The terms of the hedge have been negotiated to
motch the terms of the commitments The fair value of the swap at the balance sheet date was a liability of £30,000

At 31 March 2012 the Group had an interest rate swap in place with notional amount of €7 mitlion whereby it receives
a floating rate of interest based on EURIBOR and pays a fixed rate of interest at 2.285% on notional amount. This swap
15 to hedge the exposure to changes in the interest rate The terms of the hedge have been negotiated to match the
terms of the commitments The fair value of the swap at the balance sheet date was a Licbility of £202 000
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29 Finanaial instruments continved

d) Cash flow hedges continued

At 31 March 2012, the Group had an interest rate cap on a notional amount of £8 miilion, and a notional amount

of 58 millon whereby interest payable has been capped at 15% on both notional amounts The terms of the hedge
have been negotiated to match the terms of the commitments The fair volue of the caps at the balance sheet were
Liabilities of £105,000

The Group has forward currency hedging contracts outstanding at 3t March 2012 designated as hedges of expected future
purchases in US dellars and Chinese renminbi for which the Group has firm commitments The forward currency contracts
are being used to hedge the foreign currency nisk of the firm commitments

The terms of the forward currency hedging contracts have been negotiated to match the terms of the commitments

The cash flow hedges of the expected future purchases in 2012/2013 were assessed to be highly effective and as at
31 March 2012 a net unrealised loss of £92,000 with related deferred tax credit of ENil was included in other comprehensive
income In respect of these hedging contracts

Carrying Contractual One year Oneto Two to More than
amount cash flows or less two years five years five years
31 March 201 £000 £000 £000 £000 £000 {000
Ferward exchange contracts
Liabilities 124 (6,666) (6 666) - - -

e) Market nsk

Financial risk management

Market nisk 1s the nsk that changes in market prices, such as foreign exchange rates, interest rates and equity prices
will affect the Group's income or the value of its holdings of financial instruments

The Group hedges a proportion as deemed appropriate by management, of its UK subsidiaries’ sales and purchases
of inventory denominated in foreign currency by entering into foreign exchange contracts Such foreign exchange
contracts typically have maturnities of less than one year

The Group rarely hedges profit translation exposure, since such hedges provide only a temporary deferral of the
effects of movement in foreign exchange rates Similarly, the Group does not hedge its long-term nvestments in
overseas assets

However the Group holds loans that are denominated in the functional currency of certain overseas entities

The Group's exposure to foreign currency risk 1s as follows This 1s based on the carrying amount for monetary
financial instruments except derivatives when it 1s based on notional amounts

Sterling Eura US dollar Other Total
31 March 2012 Notes £000 £000 £000 £000 £000
Cash and cash equivalents 19 2 1 176 2,989 3168
Trade recevables 18 5,528 2,463 4,716 4,359 17,066
Other recervables 18 1,031 90 275 301 1,697
Secured bank loans 9 (18,410) (6,282} {13,162) - {37.854)
Loan arrangement fees 19 122 - 248 - 370
Finance leases 23 (87) - (39) - (126)
Asset backed loans 20 (3,853) (1.585) (29) - (5,467)
Bank overdrafts 19 (659) {1.319) (amn 210 (1.945)
Trade payables 24 (8,739) (2.017) (6,739) (4,881) (22,376)
Other payables 24 {537) {200) - - {737)
Financial iabilities ot fair value
through hedging reserve 23 {f146) - - - {446)

Balance sheet exposure {26,048) (8.849) {14,731) 2,978 (46,650)
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29 Financial instruments continued
e) Market nsk continued
Foreign currency risk

Sterling Euro US deltar Qther Total
31 Merch 2011 Notes £000 £000 £000 £000 £000
Cash and cash equivalents 19 2 80 43 1,060 1,885
Trade receivables 18 7,208 3,006 3,613 3,539 17366
Other receivables 18 984 144 531 194 1,853
Financial assets at fair value
through income statement 18 - 80 - - 80
Secured bank loans 19 {(801) (7,069) {1,469) - (9,339)
Finance leases 23 (113) - (55) e} (175)
Asset backed loans 23 (970) (3,479) - - (4,449)
Revolving credit faclities 23 (17,100) - (1,801) - {28,900)
Bank overdrafts 19 (219) (2.761) {(767) 127 (3,620)
Other financial tabilities held
at amortised cost 23 (7,004) (1,432) (1,282) - (9718)
Trade payables 24 (11,991) (2,577) {6,575) {2.907) (24,050)
Other payables 24 (¥115) (184) - (&) (1,303)
Financial ligbilities at fair value
through hedging reserve 23 {124) - - - (124)
Balance sheet exposure {31,243) (14,192) (17,062) 2002 (60,495)

The following significant exchange rates applied during the year, for conversion to sterling

Average rate

Reporting date spotrate

2012 201 2012 201
Euro 0862 0850 0834 0885
Us doltar 0625 0642 0 625 0621

Sensitivity analysis

A 10% weakening of the following currencies against sterting at 31 March 2012 would have increased equity and profit
or loss by the amounts shown below This calculation assumes that the change accurred at the balance sheet date
and had been applied to risk exposures existing at that date This is translational exposure

This analysis assumes that all other vaniables, in particular other exchange rates and interest rates, remarm constant
The analysis 1s performed on the same basis for 31 March 201

Equity Profit/(loss)
2012 20m 202 2on
£000 E00O £000 £000
Euro B9 1,290 17 86
Us dollar 1,339 1,551 (560) (672)

On the basis of the same assumptions, a 10% strengthening of the above currencies against sterling at 31 March 2012
would have decreased equity and profit or loss by the following amounts

Equity {Loss)/profit
2012 200 2012 201
£000 £000 £000 £000
Euro (109) (1L577) {20) (105)
US dollar (1,637) (1,896) 684 882
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29 Finanaial instruments continuved

e) Market risk continued

Interest rate rnisk

Profile

At the balance sheet date the interest rate profile of the Group’s interest-bearing financial instruments was

2012 201

Note £000Q EQQOD
Fixed rate instruments
Financial babiities {31,921) (6,195)
Variable rate instruments
Financial assets 3168 1,885
Financial liabilities (13,345) (40,N4)
Loan arrangement fees 370 -
Net debt 20 {41,728) (44,424)

The fixed rate borrowings above are shown after taking account of an interest rate swap (see note 20 loan 3 for details)

A change of 50 basis points (0 5%) in interest rates at the balance sheet date would have decreased equity and profit
orloss by the amounts shown below This calculation assumes that the change occurred at the balance sheet date
and had been applied to risk exposures existing at that date

Thus analysis assumes that all other vanables, in particular foreign currency rates, remain constant and considers
the effect on finanaial instruments with variable interest rates, financiat instrument at fair value through profit or
{oss The analysis 1s performed on the same basis for 31 March 2011

2012 201
£000 EODO
Equity
Increase - -
Decrease 51 191
Profit or loss
Increase - -
Decrease 51 191

f) Capital management

The Board's policy 15 to maintain a strong capital base so as to maintain investor, creditor and market confidence
and to suston future development of the business The Group 1s dependent on the continuing support of its bonkers
for working capital facilities and so the Board's major abjective 1s to keep borrowings within these facilities

The Board manages as capital its trading capital, which it defines as its net assets plus net debt Net debt is calculated
as total debt (bank overdrafts, loans and borrowing as shown in the balance sheet), less cash and cash equivalents
The new banking faclities with our pnnaipal bank have covenants relating to interest cover, cash flow cover and leverage
and our articles currently permit borrowings (including letter of credit faabities) to a maximum of four times equity

2012 20M

Note £000 £000

Net assets attnbutable to owners of the Parent Company 47 804 48,090
Net debt 19 (61,728) (64,426)
Trading capital 6,076 3,848

The main areas of capital management revolve around the management of the components of working capitat
inclucing monitoring inventory turn, and months production or cost of sales ocutstanding, age of Inventory, age of
trade recevables, balance sheet reforecasting, menthly profit and loss, weekly cash flow forecasts and daily cash
balances Major investment deastons are based on reviewing the expected future cash flows and all major capital
expenditure requires sign off by the Group Chief Executive There were no major changes iy the Group's approach
to capital management dunng the year A particular focus of the Group is leverage measured as the ratio of net
debt to pre-exceptional EBITDA which 1s measured on a menthly basis
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30 Operating leases
Non-canceilable operating lease rentals are payable as follows

2012 201

£000 £000

Less than one year 3,596 5,346
Between one and five years Nn,749 12,950
More than five years 12,942 12,976
28,287 31,272

The Group leases a number of warehouse and factory facilities as well as vehicles and office equipment under operating
leases The leases of warehouse and factory faciities typicolly have an option to renew at the end of the lease term
and lease payments are subject to five-yearly rent reviews

One of the leased properties has been sublet by the Group The Sub lease has a period to run of less than a year
with an option for the lessee to renew at the end of the lease term Sub lease payments of £70 000 (2011 £73,000) are
expected to be received during the financial year

During the year £4,057,000 was recogmsed as an expense in the income statement in respect of operating leases
(201 £4,422,000)

31 Capital commitments
At 31 March 2012, the Group had outstanding authonsed capital commitments to purchase plant and equipment
for £655,000 (201 £43,000)

32 Related parties

w12 20M
£000 £000
Sales of goods
AB Alnck - Hedlund 404 261
Hedlunds Pappers Industn AB 81 22
Festwve Productions Ltd 72 8
Mrs L Hedlund - 3
Hedlund Import AB 4,645 3,844
5,202 4148
Purchase of goods
AB Alrick - Hedlund 7 -
Hedlunds Pappers Industri AB - 15
Hedlund Import AB - 4
7 19
Receivables
AB Alrick - Hedlund 57 6
Hedlunds Pappers Industn AB 7 2
Festive Productions Ltd - n
Hedlund Import AB - 345
Balance as at 31 March 2012 64 364

Identity of related parties and trading

Hedlund Impert AB and AB Alrick Hedlund are under the ultimate control of the Hedlund family S A Hed!und 1s a Director
of Hedlunds Pappers Industri AB which is under the ultimate control of the Hedlund farily Festive Productions Ltd s
a subsidiary undertaking of Malios AG, a company under the ultimate control of the Hedlund family Mrs L Hedlund
1s the wife of Mr S A Hedlund

The above trading takes place in the ordinary course of business and on normal commeraial terms
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32 Related parties continued
Other related party transactions
Directors of the Company and their immediate relatives have an interest 1n 49% (2011 52%) of the voting shares
of the Company The shareholdings of Directors are shown in the Directors’ Report on pages 20 to 23 Following her
resignation, S Tye exeraised 300,000 options on 30 March 2012 No other shares were 1ssued to Directors during
the year (2011 Nil)
During the previous year the Group was called upon to repay the mortgage of a former senior employee of the
USA business upon his repatriation to the UK, according te a guarantee given by the Group about five years ago
The Group has purchased the property, which was sold during the current year
Directors’ remuneration
2012 on

£000 £000
Remuneration 1,054 1,181
Compensation for loss of office 558 -
Pension contributions 173 20
Employer natienal insurance contributions on the above remuneration 137 96

1,922 1367
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Statement of Directors’ responsibilities for the parent company
financial statements

The Directors are responsible for prepaning the Directors’ Report and the financial statements in accordance
with applicable law and regulations

Company law requires the Directors to prepare finanaal statements for each financial year Under that law the
Directors have elected to prepare the financial statements tn accordance with United Kingdom Generally Accepted
Accounting Practice (United Kingdom Accounting Standards and applicable law) 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 Company and of the profit or loss of the Company for that period In preparing those financial
statements the Directors are required to

= select sutable accounting policies and then apply them consistently,
+ make judgements and estimates that are reasonable and prudent,

- state whether applicable UK Accounting Standards have been fellowed, subject to any material departures
disclosed and explained 1n the financial statements, and

= prepare the finanaal statements on the going concern basis unless it 1s iInappropnate to presume that the
Company will continue 1n 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 enable them te ensure that the finanaal statements comply with the Companies Act 2006 They are also
responsible for safeguarding the assets of the Company and hence for taking reasonable steps for the prevention
ond detection of fraud and other irregulanties




international Greaetings plc Annual report and accounts 2012 69

Independent auditors’ report
to the members of International Greetings plc

We have audited the Parent Company financial statements of International Greetings plc for the year ended

31 March 2012 which compnise the Company Balonce Sheet and the related notes 1to 12 The financial reporting
framework that has been applied in their preparation s applicable taw and United Kingdom Accounting Standards
(United Kingdom Generally Accepted Accounting Practice)

This report 1s made solely to the Company’s members, as a body, in accordance with Chapter 3 of Part 16 of the Companies
Act 2006 Our audit work has been undertaken so that we might state to the Company's members those matters we
are required to state to them in an auditors’ report and for no other purpose To the fullest extent perrmitted by law,

we do not accept or assumne responsibility to anyone other than the Company and the Company's members as a body,
for our audit work, for this report, or for the opinions we have formed

Respective responsibilities of Directors and auditors

As explained more fully in the Directors’ Responsibilities Statement set out on page 68, the Directors are responsible for
the preparation of the Parent Company finanaal statements and for being satisfied that they give a true and fair view
Qur responsibility 1s to audit and express an optnion on the Parent Company financial statements i gecardance with
applicable law and International Standards on Auditing (UK and Irelend) Those standards r‘equ:re us to comply with
the Auditing Practices Board's Ethical Standards for Auditors

Scope of the audit of the financial statements

An audit involves cbtaining evidence about the amounts and disclosures in the annual repert and financiol 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 eppropnate to the Parent
Compony’s arcumstances and have been consistently applied and adequately disclosed, the reasenableness of significant
accounting estimates made by the Directors, and the overall presentation of the financial statements In addition, we
read all the financial and non-finanaal information in the Charrman'’s Statement Chief Executive's Operational Review
and Finanaal Review to identify matenal inconsistencies with the audited financial statements If we become aware
of any apparent matenal misstatements or inconsistencies we consider the implications for our report.

Opinion on finanaal statements

In our opinion the Parent Company finanaal statements

- give a true and fair view of the state of the Company's affairs as at 31 March 2012,

+ 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

Opinion on other matters prescribed by the Companies Act 2006

In our opinien

= the information given in the Directors’ Report for the financial year for which the financial statements are
prepared 1s consistent with the Parent Company finanaal statements
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Independent auditors’ report (continued)
to the members of International Greetings plc

Matters on which we are required to report by exception

We have nothing to report In respect of the following matters where the Companies Act 2006 requires us to report
to youf in our opimion

+ adequate accounting records hove not been kept by the Parent Company, or returns adequate for our audit have
not, been recerved from branches not visited by us, or

« the Parent Company financial statements are not In agreement with the accounting records and returns, or
- certain disclosures of Directors’ remuneration specified by law are not made, or
« we have not recewved all the information and explanations we require for our audit

Other matter
We have reported separately on the Group finanaal statements of International Greetings plc for the year ended

Andy Clewer (\S:hvr Statutory Auditor)
for and on behalf of Ernst & Young LLP, Statutory Auditor
Luton

29 June 2012
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Company balance sheet
as at 31 March 2012

2012 201
Notes £000 £000
Fixed assets
Tangible assets 3 n 7
Investments 4 61,109 61,084
Total non-current assets 61,120 61,101
Current assets
Debteors 5 3,528 2517
Cash at bank and in hand 8,544 -
12,072 2,517
Creditors amounts falling due within one year 7 (6.641) (21,551)
Net current assets/(Liabilities) 5,431 (19,034)
Creditors amounts falling due after more than one year 8 (26,842) -
Net assets 39,709 42,067
Capital andreserves
Called up share capital 8 2,750 2,698
Share premium account 9 3,140 3,046
Capital redemption reserve 9 1,340 1,340
Merger reserve 9 17,164 17164
Profit and loss account 9 15,315 17,819
Equity shareholders’ funds 39,709 42,067

International Greetings plc 1s registered in England and Wales, number 1401155

These financial statements were approved by the Board of Qyractors on 27 June 2012 and were signed on its behalf by

P Fineman A Lawrinson
Director Director

2o Toru= LoV T IO LoV

The notes on pages 72 to 76 form part of these financial stabe
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Notes to the Company financial statements
year ended 31 March 2012

1 Accounting policies - Company

Basis of preparation

The finanaial staterments have been prepared in accordance with applicable accounting standards (UK Generally Accepted
Accounting Practice) and under the historical cost accounting rules The following accounting policies have been applied
consistently in dealing with matters which are considered matenal in relation to the financial staotements

Under Section 408 of the Companies Act 2006 the Company 1s exernpt from the requirement to present its own profit
and loss account and under Financial Reporting Standard 1 the Company 1s exempt from the requirement to prepare
a cash flow statement on the grounds that a porent undertaking includes the Company 1n its own published consolidated
financial statements

The Company has taken advantage of the exemption in FRS 8 not to disclose transactions with 1ts wholly
owned subsidiaries

The Company has taken advantage of the exempticn in paragraph 2d of FRS 29 Finanaial Instruments Disclosures
and has not disclosed information required to that standard as the Group’s consobidated financial statements, iIn which
the Company is ncluded, provide equivalent disclosures for the Group under IFRS 7 Financial Instruments Disclosures

Investment in subsidiary undertakings
The Company’s investment in subsidiary undertakings 1s stated at cost less any proviston for impairment

Property, plant and equipment and depreciation
Depreciation 15 provided by the Company to wnite off the cost less the estimated residuat value of tangible property,
plant and equipment by equal instalments over their estimated useful econemic lives as follows

« leasehold land and buildings life of lease
+ office equipment three to five years
« motor vehicles four years

Forelgn currencies

Transactions m foreign currencies are recorded using the rate of exchange ruling at the date of the transaction
Monetary assets and Liabitities denominated in foreign currencies are translated using the rate of exchange ruling
ot the balance sheet date and the gains or losses on transtation are included in the profit and loss account

Leases

Where the Company enters inte a lease which entails taking substantially ali the nisks end rewards of ownership of an
asset, the lease 15 treated as a "finance lease” The asset 1s recorded in the balance sheet as a tangible fixed asset and
1s depreciated over its estimated useful life or the term of the lease, whichever s shorter Future instalments under such
leases, net of finance charges, are included within creditors Rentals payable are apportioned between the finance element,
which 1s charged to the profit and loss account on a straight-line basis over the Life of the lease, and the capital element
which reduces the outstanding obligotion for future instalments

All other leases are accounted for as "operating leases” and the rentals payable are charged to the profit and loss
account on a straight-line basis over the life of the lease

Share-based payments

The cost of equity-settled transactions with employees 1s measured by reference to the fair value ot the date on which they are
granted and s recognised os an expense aver the vesting penod, which ends on the date on which the relevant employees
becorne fully entitled to the award Fair value 1s determined by an external valuer using an appropriate pricing model
In valuing equity-settled transactions, no account Is taken of any service and performance (vesting conditions), cther than
performance conditions linked to the price of the shares of the Company {market conditions) Any other conditions which are
required to be met in arder for an employee to hecome fulty entitled to an award are considerad to be non-vesting conditions.
Like market performance conditions non-vesting conditions are taken into account in determining the grant date forr volue

No expense is recognised for awards that do not ultimately vest, except for awards where vesting 1s conditional upon
a market vesting condition or a non-vesting condition, which are treated as vesting irrespective of whether or not the
market vesting condition or non-vesting condition 1s satisfied, provided that all other non-market vesting conditions
are satesfied

At each balance sheet date before vesting, the cumulative expense Is catculated, representing the extent to whrch the
vesting period hos expired ond management’s best estimate of the number of equity iInstruments that will ultimately
vest. The movement in curmulative expense since the previous batance sheet date 1s recognised in the income statement
with a corresponding entry in equity




International Greetings plc Annual report and cccounts 2012

1 Accounting policies - Company continued
Share-based payments continued
Where the Company grants options over its own shares to the employees of its subsidianes it recognises an increase

in the cost of investment in its subsidianies equivalent to the equity-settled share-based payment charge recognised in
its subsidianes’ financial statements with the corresponding credit being recogrised directly in equity Amounts recharged

to the subsidiary are recognised as a reduction in the cost of iInvestment in subsidiary If the amount recharged exceeds

the increase in the cost of Investment the excess 1s recognised as a dividend to the extent that it reflects post-acquisition

profits of the subsidiary

Dwidends on shares presented within shareholders’ funds

Dividends unpaid at the balance sheet date are only recognised as a liability at thot date to the extent that they
are appropriately authonised and are no longer at the discretion of the Company Unpaid dividends that do not meet
these criteria are disclosed in the notes to the financal statements

Deferred tax
The Company takes into account taxation deferred because of tirming differences between the treatment of certain
items for taxation and accounting purposes

Full provision without discounting is made for all tirming differences which have anisen, but not reversed at the
balance sheet date

A deferred tax asset 15 recogrused only to the extent that it 1s probable that future taxable profits will be available
against which the asset can be utilised

Deferred tax 1s measured on an undiscounted basis at the tax rotes that are expected to apply 1n the periods tn
which the timing differences reverse based on tax rates and laws enacted or substantively enacted at the balance
sheet date

Employee benefits

Pensions

The Compeny operates a defined contnbution persenal pension scheme The assets of this scheme are held
separately from those of the Company in an independently adrmuiristered fund The pension charge represents
contrtbutions payable by the Company to the fund

2 Dividends
There were no dividends paid in the year (2011 Nil)

3 Tangible assets

Fixtures and Motor
fittings vehicles Software Tatal
£000 £000 £000 £000

Cost
Balance at 1 Aprit 201 338 20 9 367
Additions 2 - 1 3
Disposals {(138) {20) - (158)
Balance at 31 March 2012 202 - 10 212
Depreciation and impairment
Balance as at 1 Apnl 2011 {327) (20) 3) (350)
Bepreciation charge for the year (5) - (3) (8)
Disposals 137 20 - 157
Balance at 31 March 2012 {195) - {6) (201)
Net book value
At 31 March 2012 7 - & n
At 31 March 201 T - ) 17

3
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Notes to the Company financial statements (continued)
year ended 31 March 2012

& Investments

Net book

Cost Impairment value

Shares in subsidiary undertakings £000 £000 £000
At1Apnl 201 63,744 (2 660) 61,084
Share options charge relating to subsidiary employees 25 - 25
Balance ot 31 March 2012 63,769 (2,660) 61,109

The main trading subsidiary and asscciate undertakings of the Company are as fellows

Percentage of

Country of Principal ordinary
Company incorporation activity shares held
Subsidiary
International Greetings Great Bntain  Manufacture of gift wrapping paper, 100
(UK) Lirmuted bows and nbbons
Anker International PLC Great Britain  Distribution of photo albums, frames, 100
stationery and Chnistmas related products
Allgator Books Ltd Great Bnitain  Children’s book publisher and stationery 100
Scoop Designs Limited Great Britain ~ Packaged gifts 100
International Greetings USA, Inc USA Manufacture of gift wrapping paper, 100
bows and nbbons
International Greetings Hong Kong Trading company 100
Asia Limited
The Shenzhen Gift International  China Manufacture of Christmas crackers 100 (indirect holding)
Greetings Cormnpany Limited
The Huizhou Gift International China Manufacture of Christmas crackers 100 (indirect holding)
Greetings Compony Limited
Hoomark BV Netherlands Manufacture of gift wrapping paper 100 (indirect holding)
Anchor Internatonal BV Netherlands Distnibution of photo albums, frames 100 (indirect holding)
stationery and Christmas related products
Artwrap Pty Ltd Australig Design and distribution of giftwrap 50

and greetings products

Artwrap Pty Ltd has been accounted for as a subsidiary from 1 August 2009 as a result of the Group having the option

toe purchase the remaining 50% share

5 Debtors
2012 201
£000 £D0O
Trade debtors 2 3
Amounts owed by Group undertakings 1,802 1301
Other debtors 545 502
Prepayments 384 210
Corporation tax - 5
Deferred tax assets (see note 6) 795 496
3,528 2,517

Included within debtors 1s ENil {2011 £Nil) expected to be recovered in more than twelve months

The deferred tax asset in the Company is recoverable after more than one year
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6 Deferred tax asset
2012 201
£000 £000
Difference between accumulated depreciation and capital allowance 67 84
Tax loss carried forward 495 126
Other timeng differences 233 286
795 496
7 Crediters amounts falling due within one year
2012 2001
£000 E000
Bank loans, overdrafts and revolving credit facility 3,050 17,393
Loan arrangement fees (122) -
Trade crediters 495 1,292
Amounts owed to undertakings 1.463 1,104
Other taxes and social security - 65
Other creditors 840 797
Accruols N5 200
6,641 21,551
Refer to note 20 of the Group's financial statements for more details of the terms of the bank borrowings
8 Creditors amounts falling due after more than one year
2012 201
£000 £000
Bank loans 26,842 -
9 Share capital
2012 2001
£000 £000
Allotted, called up and fully pand
55 006,625 (2011 53,966 625) ordinary shares of 5p each 2,750 2,698

Refer to note 25 of the Group's financial statements for details of movements and note 28 for detarls of share options

10 Reconciliation of movements in shareholders’' funds

Share Capital Equity
Share premium redemption Merger Profitand shareholders
capital account reserve reserve loss account funds
£000 £000 £000 £000 £000 £000
At April 2010 2608 3,006 1,340 16,216 18,543 41,713
Loss for the year - - - - (833) (833)
Qptions exercised 16 40 - - - 56
New shares 1ssued on acquisition of subsidiaries 4 - - 948 - 1,022
Share-based payments - - - - 42 42
Share options charge relating
to subsichary employees - - - - &7 67
At1Apnl20M 2,698 3,046 1,340 17,164 17,819 42,067
Loss for the year - - - - (2.547) (2,547)
Options exercised 52 94 - - - 146
Share-based payments - - - - 18 18
Share options charge relating
to subsidiary employees - - - - 25 25
At 31 March 2012 2,750 3,40 1,340 17164 15,315 39,709

Within the profit and loss account 1s a cumulative amount of £152,000 (2011 £127,000) which 1s unrealised in respect

of share options granted to subsidiary employees
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Notes to the Company financial statements (continued)
year ended 31 March 2012

11 Share-based payments
Please see note 28 of the Group's finanaal statements for details of share-based payments

12 Contingencies

The Company has given, together with certain of its subsidiary undertakings, an unlimited composite joint and several
guarantee in respect of the bank leans and overdrafts of itself and its subsidhanes The total of this guarantee at the
year end, in relation to the Company only, was £13,827,000 (2011 £14,810,000) 1n excess of the amount dealt with in the
Company's financial statements




