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Welcome 1o
INntfernational

Greetings

We are one of the world’s leading
designers, manufacturers, importers
and distributors of gift packaging
and greetings, stationery and
creative play products.

Qur miussion

To succeed by design in all that we
do, to drive profitable growth through
excepftional customer service, industry
leading innovation and great value.
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Financial highlights

Sales (5m)

o)
+2% on 2012
2013 225
2012 221
2011 217
2010 198

Underlying diluted earnings per share* (pence)

+16% on 20i2

2013 78
2012 o7
2011 48

2010 40

* Underlying earmings per share is stated before
excephonal items and normalised to remove a
one-off taxation credit in 2011

Operational highlights

to support future growth

Operating profit (Em)

+34% on 2012 -

2013 91
2012 68

2011 72

2010 54

Net debt (&¢m)

+£0.2 million on 2012

2013 210

2012 419

2011 446
2010 489

¢ Net gebt stated at constant axchange rates
was £0 & million lower

Continued double digit growth in earnings per share

Strong growth In sales and profits in USA - yet again

GiIft packaging and greetings product sales exceeded £150 million
Major £6 million capital investment programme commenced in UK
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Our year at a glance

2013 year end is a wrap

UK

Group

Record sales levels

Rich Eckman and Lance Burn appointed as
Executive Directors

Phil Dutton appointed as Non-Executive Director
Group results ‘tigger fwo interest rate reductions
whilst overall fachities secured at lower cost and
Improved terms

Head office relocahon completed with resuttant
ongoing cost benefit

Group trading now extends to over 80 countries with
product distributed in more than 100 000 stores wordwide

= Sales of Everyday Single Cards grew by over 25% and new
two year supply deal with the UK's largest €1 only retaller secured

* Mgjor project commenced ond capital investment secured
for high speed high definilon pnnhng facllities in Wales

* Record volume of gift wrap procduced in our plant in Wales

+ A co-ordinated approach with UK sales and marketing and
China manufactunng to our Chiastmas cracker business in
201213 has provided the opportunity to secure cracker orders
from ali four of the UK s leading blue chip grocers for 2013/14

Full operational integration of our two stationery and creative

play trading divisions completed on lime and on budget

USA

Another year of double digit sates

and profit growth

Commencement of business with

790 new customers

Award of ‘Partner of Excellence’ from
Target Comporation

Record levels of gift wrap production
volumes leads to go ahead’ for Investrent
in new fast speed wrap packing faciihes
Trading commences with Canada s
leading $1 retal chaln
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Mainland Europe

+ Completed installation and
commenced produchon

with new state-of-the-art high
definthon panting in Holland
leading to o notable Increase in
orders confirmed for 2013/14
Collaborahve production and
markehng approach with the UK
and USA to optmise gift wrap
capacry planning and efficiency

China

+ Completon of first season in
newly located factory producing
In excess of 65 millon crackers

* Factory accreditation achleved
and audit approved status
confirmed with word’s
leading retailers

Australa

= Upgraded logshcs facilties installed
ncluding semiautomated systems to
faciitate efficient order picking

* Focus on new market opporunities to
replace mpact of reduced revenue resuting
from voluntary insolvency of a large discount
retaill chamn
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Delivering on strategy

Our strateqy is core to our success

Our key focus points drive the Company forward and keep us reaching
for the high standards and targets we set ourselves

Nurturing
valuable
relationships

Creating
a toolbox
of expertise

We continually nurture the deep
and mutually valuable relahonships
we enjoy with our customers by
delivening great design, innovative
product solutions and outstanding
customer service

We have created a toolbox of
marketing, design, product and
brand category expertise which
1s exploited In every market
through local entrepreneunal
management

Providing best We are constantly enhancing
: out capdabilities in buying,

quaiity, v'alue innovation, sourcing and

and service manufactunng so we can
leverage these to provide best
quality, value and service

Giving our We strive to give our people
knowledge, tools and inspiration

pe°ple the to create value for the Company

knOWIedge and help them pursue therr careers

they need and goals

Bala ncing We continue to balance our business

our business

across different geographic regions,
seasons, product categories and
brands, thereby improving margins
and the profile of our profitability

Internationat Greeatings ple Annual report andg financial statements 2012




Revenue

Great design, iInnovative product solutions along with

outstanding value and customer service

That's what we focus on. Then we aim to balance our business

By season

@ Chnstmas
£120 4m, 53%

2012 €111 7m 51%
201t £1156m 53%

@ Everday
£104 8m, 47%

2012 £1091m 49%
2017 £101 3m 47%

By product category

® Gift packaging
and greehtings
£154 9m, 9%
2012 €148 m 67%
201) £142 5m 66%

@ Stationery and
creahve play
£703m, 31%

2012 £72 2. 33%
2011 €74 4m 34%

By brand

@ Customer own brand
£99 2m, 44%

2012 £101 6m 46%
2001 8104 Om 48%

® Trade/genenc
£1260m, 56%

2012 £1192m 54%
201 £1129m 52%

By customer destination

@ UK £87 Om,40%

2012 £84 5m 39%
2011 £899m 41%

® USA £59 0m, 26%
2012 £58 4m 26%
2011 €53 1m 25%

® Eurcpe £394m,17%
2012 £398m 18%
2011 €43 7m 20%

® Austraha and New
Zealand £27 8m, 12%
2012 £296m 13%
2011 £25 6m 12%

® Rest of the world
€120m, 5%
2012 €8 4m 4%
201 846m 2%
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Chairman’s statement

A year of continued
reorganisation and
alignment, as we
strengthen our foundations
for profitable growth.

John Charlton
Chairman

Key achievements | am pleased to report that Fiscal 2013 has been a year
of continued effective reorganisation of our Group, as
we strengthen our foundations and commit to further

* Revenue from continued operations capital expenditure and investment These measures

increased by 2% to £€225.2 millicn willt assist us In achieving iIncreased manufactunng

, , efficiencies and improved profitability going forward
* Operating profit, after exceptional P P ¥y gong

itemns Increased by 34% Revenues for the year ended 31 March 2013 rose by 2%

to £225 million from confinuing operahons Operating

» Profits, after excephonal tems and profit after exceptional items was up 34% to 91 million,
post-tax, iIncreased by 188% to whilst profit after exceptional tems and tax increased
£4 1 milion from 1 4 miliion for the year ended 31 March 2012 to

241 milron, in the year under review

In my staterment last year, | reported that an important
part of our strategy was to focus on ImMproving our
operating and manufactunng efficiencies, in order to
increase our profits going forward To this end, dunng
the year we completed the relocation of our factory
in Ching, which will improve our efficiency and cost
effectiveness dunng 2014 and thereafter

6 International Greetings plc Annual report and financial statements 2013




The investment we made toinstall state-of-the-art
prnfing equipment in our gift wrap manufactunng
fociity in Holland 1s delivering the benefits we
anticipated and providing confidence going forward
As 0 conseguence, In Apnl 2013 we placed the order
to install identical printing presses in our UK gift wrap
manufactunng ptant, which wili deliver significani
improvements in efficiency for the future The markets
in which we operate throughout the world continue to
be very compethtive and challenging In this respect,
we shall confinue o look at ways to reduce costs and
unnecessary expense, whilst doing all that we can to
increase revenues

During the year we strengthened our Board with the
appointment of Phil Dutton as a Non-Executive Director
In May 2012 Phul 1s also Chair of our Audit Committee
and a member of our Remuneraton Committee

We also appaointed Lance Burn and Rich Eckman to
our Main Board Lance is Managing Director of our
largest subsidiary in Europe - IGUK and alse Managing
Director of our recently relocated facility in China

rich 1s Managing Director of IGUSA - our subsidiary in
the USA IGUK and IGUSA have significantly improved
profitabiity under Lance and Rich s management

These appointments, working together with our exishing
Board members, now give us a better balance and
composition of the Board | wish Phil, Lance and Rich
every success and fulfiitment withun therr responsibilities
and | lock forward to working with them | should like

to thank all my colleagues on the Board for their hard
work, commitment, loyaity and support to our Group,
but also to me personally | also wish to place on record
our thanks and apprecichon to all our employees
within the Group It is through therr efforts and support
that our Group continues to moke progress and we are
grateful for therr loyalty

Finglly, | thank our shareholders, bankers, customers,
suppliers and advisers for their loyalty and contnbutions
to all our businesses throughout the world We never
forget that this group of persons always have a choice
and we ramain very mindful of therr support, which we
value greatly

John Charlton
Charman
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Chief Executive Officer’s review

Key achievements

Operating profit up 34% to £92 1 millon
after exceptional items

Double digit growth in earnings per share

Continued double digit profit growth
in sales and profits in the USA

Completicn of China factory relocation

Gift packaging and greetings product
sales exceed £150 milion

Order placed in Apnl 2013 for major
€6 millon gift wrap capital investment
project in the UK

Growing today and
investing for the future.

Paul FiIneman
CEO

| am pleased to report a year of progress on many
fronts resulting in the achievement of our key objective
of double digit earmnings per share growth, with
operating profit after exceptional tems of £91 muliion,
up 34%

Sales revenue at £225 milllon was achieved through a
continulng focus on offering exceptiona! value to our
customers and consumers across the globe

Qur manufactunng businesses continued 1o produce
record volumes of product The year saw the
completion of the relocation of our gift bags, greetings
cards and Christmas cracker manufactunng plant in
China and the first season of production in Holland
using our new high speed, high defimtion printing
facihty This initial phase of investments into enhanced
environmentally friendly glft wrap production has now
been followed by a second phase in the UK where
our project toinstall identical technelogy has now
commenced, allowing us to compete whilst providing
market leading service and value

Geographical highlights

UK and Asia

The UK and Asia business accounted for 53% (2012 54%)
of the Group’s revenue for the year The collaborative
efforts of our UK businesses and China based
manufactunng and sourcing facilhies has resulted In
secunng, for the first time, significant commrtments
from all of the UK mgjor blue-chip grocers for products
designed for the forthcoming 2013 Chnstmas season

Addihonally we are delighted to have continued
recent years' growth In the everydoy greeting
cards category and our credibility in $his area s
demonstrated by a two year commitment received
for everyday cards from the UK’s largest £1 only
multiple retailer

8
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Whilst we continue to enjoy @ major share of the UK’s
giIft wrap market, we have also secured significant
incremental business for the supply of everyday gift
wrap to one of the world’s largest home furnishings
retaiters

Mainland Europe

Mainlond Europe confinues to be the most challenging
of our key markets with revenue at 13% of Group sales
(2012 13%)

Nevertheless, an encouraging intial year of produchion
utilising new state-of-the-art machinery In Holland has
resulted In the award of significant incremental business
for 2013/14 when volumes are expected to increase
despite market conditions

UsSA

Our ambltious plans for sales and profit growth were
achieved in the USA with revenue exceeding 22%

of Group sales (2012 20%) Once agan, growth was
deliverad across ali market segments, including over
750 new upscale customers as well as further growth
with the $1 specialist retall sector

The businesses outstanding innovation and customer
service was recognised by the world’s third largest
retaler, Target Corporation, with a Vendor Pariner
Award, demonstrating that we continue fo grow whifst
focusing on delivering custormer needs The ongoing
growthn demand for gift wrap manufactured within
our operations based In Savannah, Georgia, will be
further supported by a £0 5m fast pay back caprtal
investment programme during 2013

Austraha

Artwrap in Australio accounted for 12% (2012 13%) of
the Group's revenue for the year Sales volumes were
impacted by the voluntary iInsclvency of a matenal
custfomer which gave nse to an exceptional charge in
the year However, a speedy response to this setback
and a focus on other market opportuniies bodes well
for the future

Customers and licences

More than 500 milhon units of cur products are
now sold in over 100,000 retail outlets and in over
80 countnes worldwide

Our genenc brands have grown in populanty and now
represent 56% of our sales Licenced brands remain

an important and successful area in our porifolio with
2013 once again seeing growth in sales of Peppa Pig
products and a very strong performance of Hello Kitty
and Mosht Monster product categories

Whilst new customers are continually introduced
across all markets, we are enjoying the benefits of
close relationships with long-term, well established and
growing customers

Our team

We embrace the changing dynamics across global
markets and benefit from the passion and commitment
of our teams across all businesses | thank them,

once agan, for their ingenuity and enthusiasm as we
conhnue to grow and strive to ‘raise the bar” across all
aspects of our business

Our strategy

The focal points of our strategy remain as relevant
today as ever Our targets are to dominate the gift
packagng and value stationery markets in which we
operate by

* nurturing the mutually valucble relationships we
enjoy with our customers, supphers and stakeholders,

+ creating a tooloox of marketing, design, product
and brand category expertise,

* providing best quality, value and service through
optimum product development, manufactunng.
sourcing and supply.

* giving our teams across the world the knowledge
and tools needed to achieve ther goals, and

« balancing our businass, through sustainable and
growing sales across geographic regions, seasons,
product categones and brands

The fulure

We are at an exciting stage of our Group’s
development and have begun a compelling
programme of iInvestrnent In maoanufactunng in Europe,
the USA and the UK and have completed a mgjor
factory relocation in China This has been achieved
whilst secunng increased funding on improved terms

Qur new three year plan s on track to deliver double
digit cumulative average growth in earnings per share,
whilst remaining commitied to debt reduchon and
leverage below two times debt/EBITDA

We have identified new oppoertunihes for incremental
growth and shall continue {o deploy our resources and
energy in acceleroting and enhancing this process

Paul Fineman
CEO
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Financial review

Key achievements

* Sales up 2% to £225.2 million

* Pressure on margins fully miigated
through effective cost control

« Operating profit after excephional tems
up 34% 1o £2 1 milion (2012 £6 8 millon)

« Fully dituted earmnings per share before
exceptiondl ftems increased 16% to 7 8p
(2012 67p)

* Cash generated from operations of
£7 Smillion (2012 £11.5 milion) after
significant nvestrment in working capital
to support new everyday contracts

* Extended banking facilifies on improved
terms to fund future iInvestment in growth

Driving growth
in earnings

Anthony Lawnnson
CFO

Group performance

Our constant focus on margins, operating profits and
cash management has underpinned and supported
steady improvement to the financial position of the
business desprie the insclvency of a matenal customer
in Austrahia The Company has demonstrated ifs

ability to withstand such events, execute significant
operational change (n China and Europe) and still
deliver double digit growth in underlying earnings per
share Furthermore, with improved financial leverage
and more cost effective funding facilities in the UK, the
Company now has the flexibility to take advantage of
operationally compeling low season manufactunng
and fo Invest in selected future growth opportunihes
such as that now under way at our site In Wales

Contnuing operations

Revenues from continuing operations for the year to

31 March 2013 were up slightly by 2% to £225 2 milion
(2012 £220 8 million) Sales from the UK, Europe and
Australia all fell skghtly, the latter due 1o the insolvency
of a mgjor customer but continued strong double digit
growth in North America more than outweighed these

10 International Greetings pic Annual report and financial statements 2013




Gross profit margin betfore exceptional items has
fallen back shghtly to 18 3% (2012 19 3%) reflecting the
mix effect of lower sales in our Australan joint venture
(0 7%) where margins have histornically been better, but
also higher freight costs to Europe/UK dunng the year
(0 4%), a nsk that was identfied in last year s report
However, this margin level is still well ahead of the 2011
level of 17 4% The Company ams to improve margins
by increasing the balance of own brand products
and non Chrstmas business Success In the former
goal, together with innovative design engineernng fo
price points have helped us to otherwise successfully
combat deflatonary pressure on selling pnceas and
inflationary pressure on raw matenals and goods
sourced frem the Far East

An important dynamic to margin i1s also the level of FOB
business delivered directly to mgjor customers to ports
in China This mcreased by half during the year This
typically attracts lower gross margins but also avoids
other costs and nsks associated with domestic delwery
and tends to shghtly enhance net margins and returns
on capital

Overheads pre excephonals have decreased
year-on-year by a net of £1 0 milion, reflecting tight cost
control and substanhially mihgating the margin effect
identified above Cost savings were greater in the UK
while modest Investment occurred In our growing US
market Cast control rermnains ight and opporfunities to
remove or reduce costs are constantly sought out and
new costs are only Incurred where actual or prospectve
value can be demonsirated

Operating profit before exceptional items was flat at
£10 7 milion due to the net effect of the above items
However, after exceptional items, operating profit was
up 34% io £21 million (2012 £6 8 milion)

Excephonal tems during the year amounted fo
£1 6 milion before tax (2012 £39 milliony As previously
announced these relate to

* abad debt of £0 5 milion in Australia after a major
customer went into veluntary admienistration,

* cosis of £0 2 milllion associated with disruption fo
operahons in Ching, and

* management restructunng in cur UK businesses
(£0 2 million) which 1s expected to result In a
payback of less than one year

The admimistration process of the major customer

In Australia has been resolved, prompt terms of
trade and a formal charge over goods supplied
provided significant mitigation The custemer has
now restructured and our business still frades with the
successor entity with similar protections, though at a
much reduced level of achivily

Following the relocation of our factory in China and
senior management changes, significant disruphon
occurred and addrional cost was incurred late in
the season to ensure that customer service was
maintained, underpinning strong 2013 season orders

Finance expenses in the year were lower at £3 5 millicn
(2012 £3 6 milion) desprie the full year effect of bank
charges for longer dated facithes This reflected the
effect of strong cash control throughout the year but
In parhcular two reductions in margin during the year
as key leverage targets were achieved Notes 8 and 17
to the financial statements provide further information

Profit before exceptional items and tax was up 3% to
7 3milhion 2012 £71 milhon)

Profit before tax from continuing operahons was up
79% to €5 7 million (2012 £3 2 milicn) after charging
excephonal tems of £1 6§ million (2012 £3 9 million)

Taxation

The headline taxahon charge of £1 6 milion

{2012 £1 8 milion) or 28 2% arnses because of the
axcephonal costs associated with the disruphon to
operahons in China, where no taxation relief has been
recognised as the prospect of this crystalhising 15 iow

The effective underlying tax charge on profits before
excepthonal tems Is lower at 26% (2012 275%) Actual
taxahon paid in cash dunng the year amounted

to £09 million 2012 £1 1 milion) and Grose entirely

In Austraha

The current geographical profile of Group profits before
exceptional tems at current local rates of tax would
result in an underlying blended tax rate of just under
30% However, there are still fax losses in the USA with

a current tax value of £2 2 million and in the UK with a
current tax value of £09 milllon, not yet recognised In
the balance sheet The opportunity to recognise and
utilise these as profitability 1s sustained and improves,
will suppress the actual tax rate for some time to come

International Greetings plc Annual report and financial statements 2013 11
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Financial review continued

Profit for the year

Profit for the year was up 188% to £4 1 milion

(2012 21 4 million) Thus was after charging £1 3 milhon
(2012 €37 milion) in respect of exceptional items

Earmings per share and dividends

Basic earnings per share were 6 0p (2012 0 3p) After
removing the effect of excephonal iterns, the adjusted
eainings per share Increased to 8 1p (2012 7 2p)
representing an increase of 12 8%

Employee share options of 3 0 milhon had vested but
not yet been exercised as at 31 March 2013 As these
are exercised, earnings per share will trend towards
the fully diluted level and the Company targets growth
in thus fully diluted metrnic as a pnmary goal Fully
diluted earnings per share (stated before excephonal
items) were 7 8p, up a pleasing 16% on the prior year
(2012 67p)

No dwvidend was pald dunng the year (2012 &nil) and
the Board does not propose a final dividend for the
year The other pnmary focus remains the reduction

of leverage from the current level of 2 8 tmes EBITBA
to below 2 0 times EBITDA At this point, the Board will
consider whether it 1s appropriate to resume dividends

Balance sheet and cash flow

Net debt at 31 March 2013 was steady at £42 1 million
(2012 £41 9 milion) and leverage steady at 2 8 imes
despite the effect of exchange rates and investment in
working capital towards year end to fund operationally
compelling manufactunng opportunities and new
contracts Notes 17 and 26 to the financial statements
provide further information

Year-end net debt included amounts denominoated
I US dollars of $22 6 mithon (2012 $20 7 millon) and in
euros of €12 4 milhon (2012 €11 0 millon) The year-end
exchange rates were $1 52 (2012 $1 60) and €119
(2012 €1 20) Allowing for this, debt stated at constant
exchange rates would have been £0 8 million lower

Working capital management continues 1o be a
pricnty Qutstanding debtors are monitored closely,
both to maximise cash but also to reduce our credit

nsk Trade debtors increased 1o £18 8 million (2012 £171
million) at the year end This Increase related partly fo a
change in payment terms 1o one major customer in the
USA but also to sales made pursuant to a mafenial new
coniract In the UK (see ailso below relating to stock)

The charge for bad and doubtful debts in the year
was £0 3 milion or Just 0 1% of turnover, excluding the
excephonal bad debt in Australia

Gross stock levels iIncreased by 13 5% from £47 3 million
to £53 8 million including £1 milhon relating to the effect
of exchange rates The underlying increase reflected
further success in obtaining early firm customer orders,
which allowed more factory produchon fo begin for
the coming season chead of the tradihonal summer
peak This allowed more efficient use of resources
throughout the year, reducing costs However, of
even greater impact was the effect of o matenal

new averyday contract which required that product
be manufactured and bought In dunng Q4 to meet
customer demand early in the new financial year

Otder stock (measured as over 15 months since last
purchase) remained stable at £5 5 millon (2012 £52
million} Our businesses have consistently achieved in
excess of 100% recovery against written down vatues of
old stock, iIndicating adequate provisioning levels

Group cash generated from operations was £7 5 milion
(2012 £11 5 mitlon) which as noted above reflects

an increase In frading working copital employed by
£57 milhon (2012 decrease £0 2 million) as a result of
higher stock and debtor balances at yearend This
related to new everyday contracts, required to meet
customer demand in late @4 and early @ of the new
financlal year, ond to manufactunng opporturuties
durnng the low season January to March

Net investment in capital expenditure was just

£17 milion (2012 £4 3 million), well below depreciation
and the pnior year, which refiected the investment In

¢ new state-of-the-art prinhing press at our gift wrap
manufactunng operahon in Europe Investments
approved for the financial year 2013/14 include £6
million {net of granits) for our manufactunng site in
Wales te mirrer the technology installed in 2012/13 in
Europe and a further £0 & million investment in our

fast growing US business Both investments will provide
etficiencies and enhance our ability to provide market
leading service and value, with the benefits ansing
after commissloning in the 2014 calendar season

and beyond

The UK investment will also result In a consolidation of
our operations, freeing up one site for potential sale
The market value of this site Is estimated to be In excess
of €1 milkon In addihon the Company has granted

o five-year option to purchase part of another under
utilised site {net book value ¢ £1 milhon) to a power
company at a prce of £2 4 miflon and generating
premum income of 20 5§ millkon over the option penod

Equity attnbutable to shareholders has increased to
£51 9 mullion from £47 8 million predeminantly reflecting
profits generated in the year

12 Internotional Greetings plc Annual report and financiol statements 2013



Risks and key performance indicators
Cur areas of pnmary focus are

* improved earnings attnbutable to shareholders,
which we aim to achleve through top ine growth in
selected markets and channels together with strong
cost and grass margin management, and

* lower leverage measured as the rato of net debt to
pre-excephonal EBITDA, which we aim fo achieve
through improved profitability together with close
management of our working capital

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

» different terntones - revenue to "rest of world”
destinahiens has increased matenally in recent years
(see note 4),

« different products - although stationery and creative
play products have dropped to 31% of turnover
foltowing particular strength in the gift packaging
and greetings segment thus year (see note 4),

* more everyday products across the year - everyday
product reverted to 47% of sales in the year after
an increase last year to 49% but a matenal new
everyday contract will mpact in 2013/14, and

« brands - the profile of IG brands and hicensed
products continues to grow with sales in this
category now representing 56% of our revenue up
from 54% last year

Treasury operahons

In August 2011 the principal bank of the Group
provided extended ond longer dated facilihes,
providing a sound capital foundation with a matunty
profile to suit the Group’s needs In Apnl 2013 the bank
agreed to further extend those focilities as follows

« an addihonal £5 million term loan, repayable over
three yeors, with o final repayment coterminous with
the main facility,

» an extension to August 2015 of the asset backed
loan facilty secured on the stock and debtors of the
two largest UK businesses,

* aone year renewal of the revolving multi-currency
credit facility of up to £28 ¢ million and the
muth-currency overdraft facility of up o 5 million,
and

» credit gpproval to provide an addional £3 25
milion hire purchase facility repayable over seven
years to fund new printing equipment in our sifte In
Wales, once delivered 1o site

These facilities provided the Group with improved terms
and cperational headroom but more importantly, the
capability to fund a matenal new investment at our
manufactunng site in Wales The like-for-hke blended
interest rate on the existing term faciliftes improved by
1% dunng the year as aresult of achieving specified
leverage targets Margins and fees on other existing
and new facilities with the pnncipal bank were also
improved to match

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 raho of cash flow avallable
to finance costs on a rolling twelve month basis,

* Interest cover, being the ratio of earmings before
interest, depreciation and amorhisation to interest on
aroling twelve month basis,

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

+ n the indvidual businesses which have assetf
backed loans, covenants of pre-exceptional
EBITDA before interest, depreciation on a rolling
twelve month basis compared with the forecast,
and the dilution of credit notes as a percentage of
involces issued

The Group has vanous interest rate swaps denominated
In US dollars, sterling and euros to improve certainty
over Interest charges The Group adopts hedge
accounting for these instruments No new interest rate
contracts were entered into duning the year

Note 26 1o the financial statements provides further
informahon in respect of treasury matiers

Overall a solid year with strong development in net
profits and earnings per share, providing a strong
platform for new investment and growth

Anthony Lawnnson
CFO
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Risk management

Identifying and managing risks and uncertainties.
Any commercial opportunities bring a degree of risk.

Category Descriphion of nsk Mitigation
Currency The Group Is exposed ta currency nsk, which The Directors mitigate these nsks using a mxture
exposure impacts in three pnncipal ways of natural hedges and where appropnate, spot
| transiation of the results of our overseas purchases, forward contracts and occasionafly
busnesses, which account for nearly half of other similar instruments Translahon nsks are only
the Group s sales and three-quarters of profit | N@dged selectively
before tax the businesses dre seasonal and
this can mean that fluctuations in pencdic
results can be exacerbated by exchange
rmovements in that period
I purchase prices are subject o currency
fluctuahons against the local curency sales
price n parhicular approximately half of the
Group s sales are of items which are bought
I or manufactured in Asla and are paid for
using US dollars or Chinese renminbi and
u the Group Is funded in @ medure of
currencies talored where possble to
match the needs of each business and to
reduce the effect of currency fluctuations
on the Group s financiql results However,
the main banking facliity Is dencminated
in sterling with some balances drawn in
US dellars hence should exchange rates
move adversely this has implications on the
avallable headroom
Avallability of The Group s operations are highly seasonal The Group budgets carefully and cautiously
hquidity and significant flexible working capital funding and operates regular forecashng and cash
15 required during the course of the annual monitoring processes agalnst facllitles available
frading cycle The Group 1s dependent on Based on budgeted requirements the Group
the continuing support of its bankers for these maintains borrowing ines with a range of
working caprtal faciihes A reduction in the counterparties and maturifies estimated to be
avalability of these facllifies would matenally sufficient o cover funding requirements These
impact the Group s ability to fulfil its obligations borrowing lines range from short-term facilhes
as they fali due of one year to long-term debt of up to 20 years
(16 years remamning) Significant franches of
funaing were refinanced in August 2011 for
four and five years respectively and refreshed
N Aprl 2013 See note 17 to the financial
statements
Inventory The Group’s business remains highly seasenal The Group mamntains a blend of business

obsolescence

and fashions in some preducts change from
year to year Poor sell-through where the Group
carnes inventory nsk can result in the value
realsed faling below cost

between customer brands and its own

brands Purchasing and production decisions
are carefully controlled af local level and

KPIs including mnventory turn and ageing are
monitored by the Board Each business aims

to minirmuse its iInventory holdings relative to
econcmic return and provides appropriately to
ensure Inventory 1s held af the lower of cost and
net realisable value
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Category

Description of risk

Miigation

Supply chain

The Group uses a large number of external
suppliers with bought-In goods for resale
purchased mainly from Asla Issues with the
quality or infegrity of supply chain particulary

at peak season could result in contractual
penalties or adversely impact the Group’s abllity
to maintain supply to lis customers

The Group manufactures where expedient

to do so more of its own goods in China and
other locations throughout the world Suppliers
are carefully selected and their performance
moenitored by cur businesses and locally from
our sourcing office In Hong Kong through
means such as clear contractual terms of
business, robust quality control and on-site vislts
Alternative routes of supply are maintained
wherever possible fo ensure keen pricing and
continuity of supply

Economic
chmate

Given the relatively low value product within
our market with an average retail price of less
than £2 the Directors believe that aggregate
end custoemer demand remains relatively
unaffected by the current economic climate
However while fewer customers have gone
Into administration relative to recent years

risks assoclated with the current economic
clrcumstances remain prominent These manifest
through loss of sales If customers stop tfrading
or we elect not to do business with thern
pressure to margins particutany in the more
commoditised products, and bad debts arising

The Group maintains tight credit control
procedures regulary reviews credit limits and
avouds concentrahing on any one geographic
location or placing over reliance on any one
customer The largest single customer accounts
for approximately 8% 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 reductlon 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 cperates subsldlaries and o Jomnt
venture In a number of geographical locations
across four continents with tight margins
requinng close attentlon to detall both in supply
and sale A number of our businesses benefit
from close local entrepreneunal management
from skilled management teams particutarly 1in
this challenging economic climate Loss of key
management personnel could adversely impact
the results of cne or more of those businesses

The Group s activities in Asla are particularly
Integra! to the supply chaln for cur UK
operations The China factory benefits from
carefully selected local management but is also
monitored by the UK management team by
way of on-site reviews and regular monitonng
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

Operctional
disruphon

The Group operates four major factores plus
several tradlng sites across the world Including
China UK. USA. Australio and mainlond Europe
The Group’s business is dependent on the
ongong operahion of these facilitles particulary
at peak season A significant operational
disruption could adversely affect its abllity to
make and supply products to customers on a
fimely basls

The Group has iImplemented policies and
procedures to efficlently and safely manage s
operations and to malntain continuity of supply
The factories operate to quality standards and
are subject to regular customer, Internal health
safety and environmental audits The Group
Insures against a range of known operational
fsks and malntains an achvely managed
programme with 1ts Insurers and advisers o
manage both cperational risks and insuronce
premisms
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Board of directors

John Charlton

Non-Executive Chairman

John jolned the Board in Apnl 2010
and was appeinted Chalrman of
the Board on 7 Septermber 2011
John chairs the Remuneration
Committee and 1s a member of

the Audit Committee Johnis also
Charrman of South Africa Greetings
Corporation (PTY) Ltd He was
previously Senior Vice President
Internahional of American Greetings
Corporation and Chief Execufive of
UK Greetings Lid

Anders Hedlund

Founder and Non-Executive
Deputy Chairman

Anders founded the Group in 1979
and was joint Chief Executive
Officer of Internatlonal Greetings
until December 2007, when he
was appointed Non-Executive
Deputy Chalrman

Paul Fineman

Chief Executive Officer

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

Elame Bond

Non-Executive Director

BElaine joined the Board as @
Non-Executive Director on

1 February 2012 Elaine s @ member
of the Remunerahon Committee
and the Audit Committee She

15 A Non-Executive Director of
Yorkshire Ambulance Service and
was previously Group Operations
Director of UK Greetings Ltd, the UK
subsidiary of American Greetings

Anthony Lawnnson

Chief Financial Officer

and Company Secretary

Anthony Joined the Board in
October 2011 as Chief Financial
Officer and Company Secretary
Anthony’s former roles include
Group Finance Director of Reliance
Secunty Group, Chief Financial
Officer at O2 Avwave and Group
Treasurer at O2 PLC & Hickson
International PLC Anthony s a
member of the ICAEW and the
Association of Corporate Treasurers

Phil Dutton

Non-Executive Director

Phil Dutton joined the Board
on 28 May 2012 Phil's former
roles include Group Finance
Director of Punch Taverns, and
Finance Director of Matalan
He is Chairman of the Audit
Committee and a member of
the Remuneration Committee
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Lance Burn

Managing Director

Lence joined the Board in October
2012 and has been Managing
Director of International Greetings
UK Limited since 2009 and
Internahonal Greetings China since
2011 Lance's previous roles Include
drecting businesses for Rank

Howvis McDougal plc, Saint Gobian
Solaglas UK and clso international
overseas based roles for Pepsico
International in Afnca and India
Lance has been a member of the
Institute of Directors since 1998

Richard Eckman

CEQ of International Greetings USA
Rich joined the Board in October
2012 He joined International
Greetings In 2001 and has served as
CEO of International Greetings USA
since 2011 His early management
career Included operational and
financial posthons with Amer
Sports Group, Electrolux USA and
General Electrnc

Advisers

Financial and norminated adviser and broker
Cenkos Securities Plc

6, 7, 8, Tokenhouse Yard
London EC2R 7AS

Auditors
Ernst & Young LLP

ADD Capabllity Green
Luton LUT 3LU

Registered office

No 7, Water End Barns
Water End

Eversholt MK17 9EA

Share registrar
Capita Registrars
The Registry

34 Beckenham Road
Beckenham BR3 4TU

Tel UK 0871 &64 0300

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

Tel overseas +44 (0320 8639 3399

Email sharehclder services@capitaregistrars com
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Corporate governance statement

Corporate govemance

The UK Corporate Governance Code (formerly the Combined Code) sets out standards of good practice in
relation to board leadership and effectivenass, remuneration, accountabllity and relations with shareholders

It is mandatory for fully hsted companies Whilst there 1s no obligation for AIM listed comparnies to comply with this
Code, the Directors endorse the principles of effective corporate governance and are committed to maintaining
the highest standards of ethlics, integrity and professional competence The Directors do not consider full
comphance with the Code I1s appropnate 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 s to represent and protect the interests of the Company’s shareholders by
ensunng that the Company I1s well-managed and operated in a way that Is in the interests of all shareholders The
Board is responsible for oversight of the formulahon and implementation of the strategy of the Company and also
for oversight of the Company s operations

Division of responsibilities

There 15 a distinct and defined division of responsibilities between the Chalrrnan and the Chief Executive
Officer (CEQ) The Chawrnan is pnmanly responsible for the etfective working of the Board and the CEQO for the
operational management of the business and for the iImplementation of the agreed strategy

Composition of the Board
Durnng the accounting penod. there were a number of changes to the Board

R Eckman and L Burn were appointed o the Board as Executive Directors with effect from 17 October 2012
P Dutton was also appointed as a Non-Executive Director on 24 May 2012 and replaced C Howell as Charr of
the Audit Committee after C Howell stepped down at the end of March 2012

5 A Hedlund also holds the pesition of Non-Executive Director on the Board 5 A Hedlund 1s 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 also fulfils a consultancy role within one of the
Group’s businesses

As at the date of this report, all of the other Non-Executive Direciors 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 contnbuting to the oversight function

of the Board and to the developrment of the Cornpany s strotegy Non-Executive Directors are required to ‘
be satisfied that the financial information Is accurate and that internal control procedures governing risk

management are effective and appropnate

Board process and informahon

The Board met nine tmes dunng the year, including an extended review of 2012/13 budgets with senior
management over three days The Board aims fo meet at least six times a year for formal Board meetings and
up to five further imes in between for Informal business reviews, to review budgets and to focus on strategy
Dialogue occurs regularly between Directors outside of scheduled meetings

Meehng agendas include review and approval of minutes recorded, matiers ansing, a review of material
operational matters relating to our businesses and other special items for discussion or consideration Board
papers are usually circulated at least three business days in advance to allow Drrectors adequate ime

to prepare

The Board recewves operational and financial information and reports from the CEOQ/CFO 1o assist in monitoring
and assessing the ongoing 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 fo act in the interests of the Company

The Group Audit Commitiee oversees how the Board monitors nsk and reviews the adequacy of the nsk
management framework Dunng the year the Audit Commuttee comprised the three iIndependent Non-Executive
Directors (J Charlton, E Bond and P Dutton) with P Dutton as Chairman

The Committee meets as required during the year and at least twice with the Group’s external guditor s role

Is to review the interim and final financial statements for approval by the Board, to ensure that operaticnal and
financial controls are funchioning properly, and to provide the forum through which the Group s external auditor
reports to the Board

Risk management

The Board of Directors has overali 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 nisks faced by the Group, o set appropriate risk imits and controls, and to monitor the
nsks and cdherence to imits Such a sysiem 1s designed to manage rather than eliminate the risk of failure to
achieve business objectives, and can only provide a reasonable and not absolute assurance against matenal
misstatement or loss

Risk management procssses are reviewed regularly by the Audit Committee to reflect changes in market
condions and the Group's achvities The Board's oversight covers all controls, including financial, eperaticnal
and compliance controls and general nsk management It 1s based principally on reviewing reports from
management to consider whether significant risks are identified, evaluated, managed and contrelled and
whether any significant weaknesses are promptly remedied and indicate the need for more extensive monitoring
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Directors’ report

The Directors present their annual report and the audited financial statements for the year ended 31 March 2013

Pnncipal achvihies

The pnncipal activity of the Group s the design, manufacture and distribution of gift packaging and greetings,
stationery and creative play products

The subsidianes and associated undertakings pnncipally affeching 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 aftached financial statements

Areview of the perforrmance of the business dunng the year and an indication of its future developments can be
found in the Chairman’s Statement on pages é and 7 and Chief Executive Officer’s Review on pages 8 and @

A summary of the financial impact of major events dunng the year and the financial position at 31 March 2013
can be found In the Financial Review on pages 10 fo 13 Information about the use of inancial instruments by the
Company and ifs subsidianes is given In note 26 to the financial statements

Dividends
No intenm dividend was paid (2012 £nil) The Directors do not recornmend ¢« final dividend (2012 £nil)

Capital structure

Detalls of the ssued share capital, together with details of movements in the Company’s 1ssued share capital
durning the year are shown in note 22 The Company has one class of ordinary shares which carry no nght to fixed
income Each share carnes the nght to one vote at general meetings of the Company There are no specific
restnchons on the size of a holding nor on the transfer of shares, which are both governed by the general
provisions of the Articles of Association and prevailing legisiation

Detalls on share-based payments are set out in note 25 1o the financial stiatements and the Directors’ Remuneration
Report No person has any special nghts or control over the Company's share capital and altissued shares are
fully paid

Directors and Directors’ interests
The Directors who held office dunng the year were as follows

E Bond

L Burn {appointed 17 October 2012)

J Charlton

P Dutton (appointed 28 May 2012)

R Eckman (@ppcinted 17 October 2012)
P Fineman

S A Hedlund

A Lawrnson

In accordance with the Company’s Articles of Association, L Burn and R Eckman will stand for election and
J Charlton and S A Hedlund will stand for re-election at the forthcoming Annual General Meetng
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The Directors who held office dunng the year hed the following drect interests in the ordinary shares of
the Company

Inierest at Interest at
end of year beginning of year®
Ordinary Ordinary
shares Optlons shares Options
E Bond 10.000 — — —
L Burn — 22,400 — 22,400
J Charlton @ 25,000 — — —
P Dutton — — — —
R Eckman — 200,000 — 200,000
P Fineman ® 3,400,978  1.052,656 2,188,534 2,265,000
S AHedlund® 448 — 448 —
A Lawrnnscn 35,000 — — —

* O date of appointment if kater

In cddition to the above holdings

{g) 57 500 (2012 57 500) sharas aro held by the wite of J Charlton

(o) P Fineman owns ¢ non-beneficial interest in 1 025 708 (2012 1025 708) crdinary shares of Sp each

{c) 19097954 (2012 20 3'0 400) and 2 819 800 (2012 2 819 800) ordinary shares of 5p each are respectively registered In tha names of AC Artistic
Limited ("Artisic™) and Malios Umited companles incorporated in the Bntish Viegin Istands  and under the ultimate control of the Hedlund
Family Arhstic has a further beneficial interest in 500 000 (2012 500 000) ordinary shares of 5p each In addition to the Hedlund Family s
beneficial interest set cut abave the Hedlund Familly 1s also interested In a further 1150 790 ordinary shares reprasenting a further 2 Q3% of the
current Issued share capital of the Company Thase ordinary shares are held by West Coast Trust @ frust for the benefit of § A Hedlund s aqult
children which holds 900 790 ordinary shares and Claes Hedlund § A Hedlund s brother who owns 250 D00 ordinary shares In fotal the Hedlund
Family Is interested in 23 568 994 ordinary shares representing 41 52% of the current issued share copltal of Company

Details of Directors’ share options are provided in the Directors’ Remuneration Report on pages 24 to 26
No shares weire purchased by Drectors between 31 March 2013 and the date of this annual report

Employees

The Group recognises the benefits of keeping employees informed on matters affecting them os employees and
on the vanous factors atfecting the performance of the Group This is achieved through employee briefings 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 requirements

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 dnve down debt, no shares have been purchased in erther this or the previous year Due
to the restnction on the number of shares available for employee option schemes, given the number of employee
options In i1ssue and exercised over the previous ten years, no further aliotments are available Due to UK tox
legislation it 1s not possible to offer this scheme to employees working outside the UK

Hedlth and safety

The Group 1s committed fo maintaining hugh standards of health and safety in every area of the business

It 15 the am of the Group to exceed the requirements of health and safety legisiation and we have estoblished o
Group Board level heatth ond safety co-ordinator to ensure continuous improvement of health and safety across
the Group
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Directors’ report continued

Creditor payment policy

It 15 the Group's policy to settle terms of payment with suppliers when agreetng the terms of each transaction,

1o 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 at the year end in respect of
the Company were equivalent to 45 (2012 42), based on the average dally amount invoiced by suppliers dunng
the year

Political and chantable contributions
The Group maode 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 nisk
management framework The Group’s nsk managemenf systems, policies and procedures are established to
identify and analyse the risks faced by the Group, fo set appropnate nsk imits and controls and 1o monltor
the nsks and adherence to imits Such o systemn 1s designed to manage rather than eliminate the nsk of fallure
to achieve business cbjectives, and can only provide a reasonable and not absolute assurance against
matenal misstatement or toss Risk management processes are reviewed regulaily by the Audit Commutiee

to refiect changes in market conditions and the Group’s activities The Board s oversight covers all conirols,
ncluding financial, operational and compliance controls and general risk management For full details see
pages 14 and 15

Corporate governance
For full details see pages 18 and 19

Going concern

The Group's business activihies, together with the factors ikely to affect its future development, Its performance
and position are set out In the Chief Executive Cfficer’'s Review The financiol position of the Group, its cash flows,
iquichty position and its management of both working capital and capital expenditure are set out in the Financial
Review Details of bank loans and borrowings are given in note 17 to the financial statements and liquichty risks are
given in note 26 fo the financial statements

The Group relies on its banks for financial support and is confident that the facilifies In place are sufficient 1o meet
its needs for the foreseeable future (see note 1 to the financial statements) Accordingly the Directors continue to
adopt the going concern basis in prepanng the financial statements

Purchase of own shares

The Directors are authonsed to make market purchases of the Company’s own shares under an authonty granted
at the last Annual General Meeting The Directors will seek renewal of this authority at the forthcoming Annual
General Meeting Dunng the year the Company did not buy back any of its shares If passed, the resolution
would give the Company authonty to purchase in the market up to 5,676,723 ordinary shares (representing
approximately 10% of the Company’s issued share capital)

Any shares purchased under this authonty 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 general authonty, if approved, would expire on the date of the Company’s 2014 Annual General Meeting
or, If earlier, 15 months from the date the resolution 1s passed The Directors presently intend that a resolution to
renew this authornty wiil be proposed at next year's Annual General Meeting and at each succeeding Annual
General Meeting
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Treasury polcy
Details of our loans and borrowings and copital management can be found in notes 17 and 26 to the
financial statements

Auditor

The Directors who held office at the date of approval of this onnual report confirm that, so far os they are ecch
aware, there I1s no relevant audrt information of which the Company’s auditor 1s unaware and, each Director
has taken all the steps that ought fo have been taken as a Director to make himself oware of any relevant audit
information and to estabhish that the Company’s auditor 1s aware of that informahion This confirmation 1s given
and should be interpreted in accordance with the provisions of Section 418 of the Companies Act 2006

No 7, Water End Barns

Eversholt
26 June 2013 Beds MK17 QEA
Company number 1401155
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Directors’ remuneration report

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

The Remuneration Committee conslsts of J Charlton (Chairman), P Dutton (Non-Executive Director) and E Bond
{Non-Executive Director)

The Committee meets as required The Commitiee determines the service contract terms. the remuneration and
benefits, ncluding bonuses of the Executve Directors and semor management It 1s qlso responsible for granting
long-term incentive arrangements

Remuneration policy

The Group's remunerahon policy is to ensure that the remuneration of Executive Directors 1s sufficiently
compehfive to enable the Group 1o retain and motivate existing Directors and atfract high-qualty performers

in the future The Group aims to incentivise and reward its Executive Directors in a way that 1s consistent with

the Group's commercial objectives and to align the interests of the Directors with those of the shareholders To
achieve this, the Executive Directors’ teotal remunerahon compnses both fixed remuneration and vanable reward,
the latter reflecting Company performance The moin elements of remuneration for Executive Directors are set
out below Only the basic salary is pensionable

The Group's remuneration policy inrespect of Non-Executive Directors I1s o pay annual fees which reflect the
responsibiiies and duties placed upon them whilst also having regard to market prachce

The remunerahon of the Non-Executive Directors is set by the Board

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 ime All Non-Executive Directors have letters of appointment and therr
appointment and subsequent re-appointment Is subject 1o approval by shareholders

Bonuses

Bonus objechives for Executive Directors and senior management dunng the last year were based on Group profit
and net debt achievament, as long as personal performance 15 at the level required The level of the bonuses

15 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
Girectors and other senior management also iIncludes objectives relating to both profit and net debt

Executve share ophons
No options were exerclsed by Directors in their ime in office, in the current year or prnor year other than those
noted below by P Fineman relating to options granted by a third party

In September 2008, the Board approved an HMRC appiroved employee share ophions scheme to assist In the
motivation of Executive Directors and senior managers Some Directors and managers recetved 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 prevaling market rate on the date of the grant Options
are normally exercisable between three and ten years after grant and upon the achievement of stated
performance cntena

The first optrons Issued in December 2008 were not subject to performance crtena (other than continued
employment), except for unapproved ophions 1ssued to Executive Directors Holders of options of the previous
share option scheme had olready met therr performance cntena, but had waived therr options These ophons
may be exercised between 17 December 2011 and 17 December 2018
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Directors currently holding share options are

Ophons
L Burn 22,400
R Eckman® 200,000
P Fineman @ 1,052,556

(1) The exerclse price of these share ophionsis 50p and they may be exerclsed befween 23 Septermber 2012 and 23 September 2019
(2) The exerclse price of these share options is 14p and they may be exerclsed betwaen 17 December 2011 and 17 Dacember 2018

On 11 July 2012 P Fineman exercised ophons over 1,212,444 ordinary shares of 5p each in the Company The
ophons exercised by P Fineman were granted to him on 17 December 2008 by AC Artistic, a company under the
control of the Hedlund family The exercise price per ordinary share was 14p

There have been no grants or lapses dunng the year
The mid-market pnce of the Company's shares on 31 March 2013 wos 51 Op per share, the highest and lowest
mid-market prices of the Company s shares dunng the year were 67 0p and 44 0p respectively
Directors’ remunerahon
The summary of Directors’ remuneration is as follows
Aggregate for all Directors Highest pald Director

2013 2012 2013 2m2
£000 £000 £000 £000
Remuneration 946 1,054 312 350
Compensation for loss of office — 558 — —
Pension confribution 59 173 —_ —
Total remuneration 1,005 1,785 312 350
The remuneration of the Directors by iIndividual 15 as follows
Subtotal Pension Total
Salary/fees Bonus Benefits* 2013 2013 2013
Executive Directors
L Burn 81,165 — Q64 82129 10,299 02,428
R Eckman 88,122 — 10,629 98.651 4,342 102,993
P Ftneman 292.500 - 12,433 311,933 _ 311,933
A Lawrinson 178,763 50,000 5,571 234,334 44,125 278,459
Total Executive 647,550 50,000 29,497 727,047 58,766 785,813
Non-Executive Directors
E Bond 30,000 — 1,240 31,240 - 31.240
J Charlton 70,000 — 3.057 73,057 — 73,057
P Cutton 26,824 — — 26,824 — 26,824
A Hedlund 85,000 — 2,827 87827 — 87.827
Total Non-Executive 211,824 — 7.124 218,948 - 218,948
Total Directors 859,374 50,000 36,621 945,995 58,766 1,004,761

The benefits relate primarlty to private health benefits
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Directors’ remuneration report continued

Directors’ remunerahon continued
The following Directors were appointed dunng the year
P Dutton {cppointed 24 May 2012)

L Bum (@ppointed 16 October 2012)
R Eckman (@ppointed 16 October 2012)

There were nc galns on share options by Directors dunng their term of office

Compensation
for loss of Subtotal Penslon Total
Salary/fees Bonus Benefits* office 2012 2012 2012
Executive Directors
P Fineman 299,500 37,500 12,854 — 349,854 — 349,854
M Hornung 88,739 — 108,819 204,459 402,017 26,404 428,421
A Lawrnnson 86,428 — 935 — 87,363 19,500 106,863
S Tye 83,125 22,500 802 170 700 277127 67,768 344,895
C Uwakaname 70,833 26,250 3,569 162,500 283,152 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 5.000 — — — 5,000 — 5,000
J Charlten 52,654 - 1,781 — 54,435 — 54,435
A Hedlund 85,000 — 2,717 — 87,717 — 87715
C Howell 30.000 — 2,085 — 32,085 — 32,085
K Jomes 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 173089 1,785,024

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

The highest paid Director is P Fineman (2012 P Fineman)

The Group operated a Group personal pension plan to which the Group contnbuted for three Directors

(2012 four) The Group also provides death in service life assurance to the value of between two and six imes

pensionable salary

John Chariton
Charman of the Remuneration Committee
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Directors’ responsibilities

The Directors are responsible for prepanng the annual report and the Group financial statements iIn accordance
with applicable United Kingdom law and those International Financial Reporting Standards (IFRS) as adopted by
the European Union (EU)

Under Company law the Directors must not approve the Group financiol statements unless they are sotisfied that
they present fairly the financial position, financial performance and cash flows of the Group for that pencd In
prepanng the Group financial statements the Directors are required to

= select sutable accounting policies in accordance with IAS 8 Accounting Policies, Changes in Accounhing
Estimates and Errors and then apply them consistently,

= present Information, iIncluding accounting policies, in a manner that provides relevant, rellable, comparable
and understandable information,

« provide addifronal disclosures when compliance with the specific requirements in IFRS 1s insufficient to enable
users to understand the impact of parhicular transactions, other events and conditions on the Group’s financial
position and financial performance,

+ state thot the Group has complied with IFRS as adopted by the EU, subject to any materal departures
disclosed and explained in the financial statements, and

+« make judgements and eshmates that are reasonable and prudent

The Directors are responsible for keeping adeguate accounting records that are sufficient to show and explain
the Group's transactions and disclose with reasonable accuracy at any hme the finoncial positon of the Group
and enable them to ensure that the Group financial statements comply with the Comparies Act 2006 They
are also responsible for safeguarding the assets of the Group and hence for taking reasonable steps for the
prevenhon and detechon of fraud and other Irregularities

The Directors are responsible for the maintenance and integnty of the corporate and financial information
included on the Company’s website
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Independent auditor’s report
to the members of International Greetings plc

We have audited the Group financial statements of Internationai Greetings plc for the year ended 31 March 2013
which comprise the Consolidated Income Statement. the Consclidated Statement of Comprehensive Income,
the Consolidated Statement of Changes in Equity the Consolidated Balance Sheet and the Consolidated Cash
Flow Statement and the related notes 1 to 29 The financial reporting framework that has been applied in thelr
preparation s applicable law and Internathonal Financial Reporting Standards (IFRS) 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
Companles Act 2006 Our audit work has been undertaken so that we mighi state fo the Company s members
those matters we are required 1o state to them in an auditer’s report and for no other purpose To the fullest
extent permitted by low. we do not accept or assume responsibility fo 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 responsibiiihes of Directors and auditor

As explained more fully in the Directors Responsibilifies Statement as set cut on page 27 the Directors are
responsible for the preparation of the Group finanaial stotements and for being sahsfied that they give a true and
fair iew Qur responsibilty 15 to audit and express an opinion on the Group financial statements In accordance
with applicable low and international Standards on Auditing (UK and Irelaond) Those standords require us fo
comply with the Auditing Practices Board's Ethical Standards for Audifors

Scope of the qudit of the financral statements

An audit involves obtaining evidence about the amounts and disclosures in the annual report ond financial
statements suffictent to give reasonable assurance that the financiai statements are free from matenal
misstatermnent, whether caused by fraud or error This includes an assessmant of whether the accounting policies
are appropnate to the Group s circumstances and have been consistently applied and adequaotely disclosed,
the reascnableness 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-financial information in the Report and
hnancial Statements to denhfy matenal inconsistencies with the cudrted financial statements If we become
aware of any apparent matenal misstciements or inconsistencres we consider the implicahions for our report

Opinion on financial statements

In our opinion the Group financial statements

» give a true and farr view of the state of the Group’s affairs as at 31 March 2013 and of its profit for the year then
ended,

* have been properly prepared in accordance with IFRS as acdopted by the EU, end

* have been prepdred in accordance with the requirements of the Companies Act 2006

Opinion on other matter prescribed by the Companies Act 2006
In our opirion the information given in the Directors’ Report for the financial year for which the Group financial
statements are prepared 1s consistent with the Group financial statements

Matters on which we are required to report by excephon
We have nothing to report in respect of the following matiers where the Companies Act 2006 requires us to report
to you if, in cur opinion

« certain disclosures of Directors’ rermnunerchion specified by low are not made, or
« we have not receved all the iInformahon and explanahions we require for our cudit

Other matter
We e reported separately on the Parent Company financial statements of internatonal Greetings plc for the

3) ?efrch 2013 \ ( ()
Clewer (Senior Stuhnory Auditor)
for and on behailf of Ernst & Young LLE Statutory Auditor
Luton 27 June 2013
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Consolidated income statement
year ended 31 March 2013

2013 2012
Before Exceptional Before Excephional
excephonal tems exceptional items
ttemns (note 10) Total tems (note 10) Total
Notes £000 £000 £000 £000 £000 £000
Continuing operations
Revenue 4 225,211 — 225,211 220,755 — 220,755
Cost of sales {183,941) (953) (184,894) (178.190) — (178,190)
Gross profit 41,270 (953) 40,317 42,565 — 42,565
18 3% 17 9% 193% 19 3%
Selling expenses (12,790) (455) (13,245) (13.003) - (13,003)
Administration expenses (18,789) (195) (18,984) (19,580 (3,635 (23,215)
Other operating iIncome 7 803 — 803 678 — 678
Profit/{loss) on disposal of property,
plant and equipment 252 - 252 &3 (283) 220)
Operating profit/(loss) 5 10,746 (1,603} 9,143 10,723 3.918) 6,805
Finance expenses 8 (3,466) = (3,466) (3,635) — (3.635)
Profit/(loss) betore tax 7,280 (1,603} 5,677 7,088 (3.918) 3170
Income tax (charge)/credit Q (1,890) 289 {1,601) {1.948) 195 {1,763)
Profit/(loss) from continuing
operations for the penod 5,390 (1,314} 4,076 5,140 (3.723) 1,417
Attrnibutable to
Owners of the Parent Company 3,401 177
Non-controling interests 675 1,240
Earnings per ordinary share
2013 02
Notes Dilutad Basic Diluted Basic
Adjusted earnings per share excluding exceptional items 23 78p 81p 67p 72p
Loss per share on exceptionaol items 23 (2 Op) (2 1p) 6 4p) {69D)
Earnings per share from continuing cperations 23 5 8p 6 0p 03p 03p
Earnmngs per share 23 58p 6 0p 03p 03p
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Consolidated statement of comprehensive income
year ended 31 March 2013

2013 2012
£000 £000
Profit for the year 4,076 1,417
Other comprehensive Income
Exchange difference on transtation of foreign operations 633 88
Net loss on cash flow hedges (net of tax) (5) (322)
Other comprehensive Income for penod, net of tax 628 @10
Total comprehensive income for the perlod, net of tax 4,704 1,007
Altributable to
Owners of the Parent Company 3,796 475)
Non-controlling interests 908 1,482
4,704 1,007
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Consolidated statement of changes in equity
year ended 31 March 2013

Share
premium
and capital Non-
Share redemphion Merger Hedging Translaton  Retalned Shareholder controlling
capital reseve resanve reserva reserve  earmings equity interest Total
£000 £000 £000 £000 £000 £000 £000 000 £000

At 1 Apnl 2011 2,698 4,386 17164 124) 776 23,190 48,090 4,220 52 310
Profit for the year — — — — - 177 177 1,240 1.417
Other comprehensive Income — — — (322 (330 — (652) 242 A0
Total comprehensive income
for the year — — —_ (322) (330) 177 (475) 1.482 1.007
Equity-settled share-based
payment (note 25) — — — — — 43 43 — 43
Options exercised {(note 22) 52 Q4 — — — — 146 — 146
Equity dividends pald — — — — — — — (258) (958}
At 31 March 2012 2,750 4,480 17164 446) 446 23,410 47,804 4,744 52,548
Profit for the year — — — —_ - 3,401 3,401 &75 4,076
Other comprehensive income —_ — — {5} 400 — 395 233 628
Total comprehensive income
for the year — — — (5 400 3,401 3,796 908 4,704
Equity-settied share-based
payment (note 25) — — — — — 22 22 — 22
Options exercised (note 22) a8 178 — - - _ 266 - 266
Equity dividends paid — — — — — — — (968) (9468)
At 31 March 2013 2,838 4,658 17,164 (451) 846 26,833 51,888 4,684 56,572

Merger reserve
The merger reserve comprises premium on shares i1ssued in relation fo business combinations

Capital redemption reserve

The copital redemption reserve comprnses amounis transferred from retained earnings in relation to the
redemption of preference shares For ease of presentation, the amount of £1 34 million relating to the capital
redemphon reserve has been included within the column 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 farr value of cash flow
hedging instrumenits related to hedged transacthions that have not yet occurred

Translation reserve
The translation reserve comprnses all foreign currency differences arising from the transtation of the financial
statements of foreign operations

Shareholders’ equity
Shareholders’ equity represents total equity attnbutable to owners of the Parent Company
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Consolidated balance sheet

as at 31 March 2013

As at Asat
31 March 31 March
2013 2012
Notes £000 €000
Non-current assels
Property. plant and equipment 1 29993 31,533
Intangible assets 12 32,795 32,06
Deferred tax assets 13 4,250 4,640
Total non-current assets 67,038 69,089
Current assets
inveniory 14 50,114 42,628
Trade and other recevables 15 23,285 20,942
Cash and cosh equivalents 16 2,301 3.168
Total currant assetls 75,700 66 738
Total assets 142,738 135,827
Equity
Share capital 22 2,838 2,750
Share prermium 3,318 3,140
Reserves 18,899 18,504
Retained earnings 26,833 23.410
Equity attributable to owners of the Parent Company 51,888 47,804
Non-controliing interests 4,684 4744
Total equity 56,572 52,548
Non-current hlabilihes
Loans and borrowings 17 29,479 33 622
Deferred income 18 1,329 1.879
Provisions 19 862 1,003
Other financial habilities 20 1,803 447
Total non-current licbiiities 33,473 36,951
Current liabilities
Bank cverdraft 16 336 1,945
toans and borrowings 17 12,847 9,329
Deferred income 18 550 550
Provisions 19 107 317
income tax payable 904 855
Trade and other payables 21 28,995 23,133
Other financial habikties 20 8,954 10199
Tolal current habilities 52,693 46,328
Total iabilities 86,166 83.279
Total equity and liabilihes 142,738 135,827

These financial statements were approved by the Board of Directofs o

1
ﬁmﬂ%’

Director

The notes on pages 34 to 71 form part of the financial statements

A Lawrninson
Director

une 2013 and were signed on its behalf by

Company number

1401155
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Consolidated cash flow statement

yvear ended 31 March 2013

2013 2012
Notes £000 €000

Cash flows frormn operating activities
Profit for the year 4,076 1,417
Adjustments for
Depreciation 11 3,807 3.753
Amorhisghion of Intangible assets 12 494 534
Finance expenses - continuing operations 8 3,466 3.635
Income tax charge ~ continuing operations Q 1,601 1.763
(Profit)/loss on sales of property, plant and equipment 5 (252) 220
Loss on external sale of intangible fixed assets — 4
Profit on disposal of assets held for resale —_ 8
Equity-settied share-based payment 25 22 43
Operating profit after adjustments for non-cash items 13,214 11,351
Change in frade and other recevables {1,965} 224
Change in inventory (771 2,840
Change in frade and other payables 4,356 1,799
Change in provisions and deferred income (901) (1.102)
Cash generated from operations 7,633 11.514
Tax paid (937) (1,131
Interest and similar charges paid (3,285) {3,491)
Receipts from sales of property for resale — 528
Net cash inflow from operating aclivities 3,31 7,420
Cash flow from investing aclivities
Proceeds from sale of property plant and equipment 421 122
Acquisition of intangible assets 12 (242) (399)
Acquisition of property, plant and equipment (1,884) (4.015)
Net cash outflow from investng activihes (1,705) (4,292)
Cash flows from financing activities
Proceeds from i1ssue of share capital 266 146
Repayment of secured borrowings (4,060) ,473)
Net movement in credrt facilities 2,748 (27.785)
Payment of finance lease habllities 115 @9
New bank loans raised - 30,170
New finance leases® 1,764 —
Loan arrangement fees (444) (370)
Payment of deferred considerahon — am
Dradends pad to non-controlling interests (968) (918)
Net cash ocutflow from financing achwvities (809) (390)
Net increase in cash and cash equivalents 797 2,738
Cash and cash equivalents ot beginning of period 1,223 (1.735)
Effect of exchange rate fluctuations on cash held (55) 220
Cash and cash equivalents at 31 March 16 1,965 1,223

(@) In the pnor year fixaed assets of €1 764 000 shown as acqguisiion of property plant and equipment were purchased cosh inflow {from new
finance leases represents proceads recelved in rospect of these assets which are now held by the Group under finance leases
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Notes to the financial statements
year ended 31 March 2013

1 Accounting policies
Internahional Greetings plc 1s a public imited company, incorperated and domiciled in England and Wales
The Company’s ordinary shares are listed on AIM

The Group financial statements consolidate those of the Company and its subsidiaries (fegether referred to as the
“Group”) The Company financial statements present nformation about the Company as a separate enhity and
not about its Group

The Group financial statements have been prepared and approved by the Directors in accordance with
EU adopted International Financiat Reporting Standards The Compaony hos slecied to prepare its Company
financial statements in accordance with UK GAAP, these are presented on pages 72 to 80

The accounting policies set out below have, unless otherwise stated, been opplied consistently to all perods
presented in these Group financial statements

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

Going concern basis
The financial statementis have been prepared on the going concern basis

The borrowing requirement of the Group increases steadily over the penod from July and peaks in September and
October, due o the seascnality of the business, as the sales of wrap and crackers are manly for the Chnstmas
market, before then reducing

As with any company placing rellance on external entihes for financial support, the Directors acknowledge that
there can be no certainty that this 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 enguines, the Directors have a reasonable expectation that the Company and the Group have
adequate resources to continue In operahional existence for the foreseeable future Thus, they continue to adopt
the going concern basis of accounting in prepanng the financial statements

Measurement convention

The financial statements are prepared on the hustoncal cost basis except that financial instruments used for
hedging are stated at their farr value

Changes in accounhng policies

The accounting policies adopted in the preparation of the financial statements are consistent with those followed
in the preparation of the Group’s annual financial stofements for the year ended 31 March 2012, except for the
adoption of new standards and interpretfations as of 1 Apnl 2012

Basis of consolidation

Subsidianes are entiies controlled by the Group Conirol exists when the Group has the power, directly or
indrectly, fo govemn the financial ond operating peolicies of an entity so as to obiain benefits from ds activities

In assessing control, potential voling nghts that are currently exercisable or convertible are taken into account
The financial statemenis of subsidianes are included in the consolidated financlal statements from the date that
control commences untl the date that control ceases
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Foreign currency fransiahion

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

Transactions in foreign currencies are translated at the foreign exchange rate ruling at the date of the transaction
Monetary assets and liabilities denominated in foreign currencies at the balance shest doie are translated at the
foreign exchange rate ruling at that date Foreign exchange differences ansing on translchion are recognised in
the income statement

G104 § MB|ABI SSBUISNG

The assets and habilihes of foreign operations, including goodwill and fair value adjustrments arising on
consclidation, are transiated 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 penod where this rate approximates
o the foreign exchange rates ruling at the dates of the transactions Exchange differences ansing from this
transiation of forexgn operations, and of related qualifying hedges, are taken diectly to the translation reserve
They are released into the Income statement upon disposal

Exchange differences ansing from a monetary tem recewvable from or payable to a foreign operation, the
settlement of which is neither planned nor likely i the foreseeable future, are considered to form part of a

net investment in a foreign operation and are recognised in other comprehensive Income in the transiation
reserve The cumulative translation differences previously recognised in other comprehensive iIncome (or where
the foreign operatlon is part of a subsidiary, the parent’s interest in the cumulative transiation differences) are
released info the iIncome statement upon disposal of the foreign operation or on loss of control of the subsidiary
that includes the foreign cperation

(T O} 91 OUDLBAODD)

Classification of financial instruments 1ssued by the Group

Financial instruments issued by the Group are treated as equity (| e forming part of shareholders funds) only to
the exient that they meet the fellowing twe conditions

q) they Include no contractual obligations upon the Group 1o deliver cash or other financial assets or to
exchange financial assets or financial labiities with another party under conditions that are potentially
unfavourable to the Group, and

08 O3 8z S|BIOUDUIY

b) where the instrument will or may be settled in the Company’s own equity Instruments, It is ether o
non-denvative that includes no obligahon to deliver a vanable number of the Company’s own equity
instruments or 15 a denvahve that will be settled by the Company’s exchanging a fixed amount of cash or cther
financiai assets for a fixed number of iIts own equity instruments

To the extent that this definifion 1s not met, the proceeds of 1Issue are classified as a financial lability Where

the instrument so classified takes the legal form of the Company’s own shares, the amounts presented In these
financial statements for called up share caprtal and share premium exclude amounts In relation to those shares

Trade and other recevables

Where 11 15 ikely to be matenally different from the nominal value trade and other receivables are recognised
imhally at farr value  Subsequent to inthal recogrution they are measured ot amorhsed cost using the effechve
interest method, less ony imparment losses

Trade and oiher payables

Where 1t 1s Iikely to be matenally different from the nominal value, traode and other payables are recognised
inthally at far value Subseguent to nihal recognition they are measured at amortised cost using the effective
interest method

Cash and cash equivalents

Cash and cash equivalents compnse cash balances and cail deposits Bank overdrafts that are repayable on
demand and form an integral part of the Group’s cash management are included as a component of cash and
cash equivalents for the purposes of the cash flow statement

Interest-beanng borrowings

Interest-beanng borrowings are recognised inally at fair value less atfnbutable transaction costs Subsequent to
initial recognihion, interest-beanng borrowings are stated at amorhsed cost using the effective interest method
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Notes to the financial statements continued
vear ended 31 March 2013

1 Accounhing polictes confinued

Denvahve financial instruments and hedging

Derivative financiai instruments

Dernvative financial instruments are recognised at farr value The gain or loss on re-measurement to farr value 1s
recogrnised immediately In the income statement However, where denvatives gualfy for hedge accounting,
recogrution of any resultant gain or loss depends on the nature of the item being hedged

Cash flow hedges

Where a denvative financial instrument 1s designated as a hedge of the vanability in cash flows of a recognised
asset or iability, or a highly probable forecast transaction, the effective part of any gain or loss on the derivative
financial instrument 1s recognised as other comprehensive income in the hedging reserve Any ineffechive portion
of the hedge 1s recogrused immediately In the Income statement

Amounts previously recognised in other comprehensive iIncome are transterred 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 retating to the effective portion of forward foreign exchange contract hedging export
sales s 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 gains or losses previously recognised
N other comprehensive income are transfarred from other comprehensive income and included in the inrhal
measurement of the cost of fhe asset The deferred amounfs are uthmately recognised in cost of goods sold

(in case of iInventory)

When a hedging instrument expwes or 1s 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 remalns in other comprehensive Income and 1s recogrised in accordance with the above pollcy when
the fransaction occurs If the hedged transaction Is no longer expected to take place. the cumulative unrealised
gain or [0ss recognised in other comprehensive income 15 racognised in the income statement immediately

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

Where parts of an item of property, plant and equiypment have different useful ives, they are accounted for as
separate iemns of property, plant and equipment

Leases In which the Group assumes substanticlly all the nisks and rewards of ownership of the leased asset are
classified as finance leases Where land and buildings are held under finance leases the accounting trectment of
the land 15 considered separately from that of the bulldings Leased assets acquired by way of a finance lease are
stated at an amount equal to the lower of therr fair value and the present value of the minimurm lease payments
at inception of the lease, less accumulated depreciation and Impairment losses Lease payments are accounted
for as descrnbed below

Depreciation 1s charged to the income statement on a straight-line basis over the estimated useful lives of each
part of anitem of property, plant and equpment The estimated useful hves are as follows

* freshold builldings 25-30 years

* leasehold land and bulldings  Iife of lease

+ plant and equipment four-25 years

« fixiures and fithngs three-five years
* motor vehicles four years

No depreciahion Is provided on freehold land

Included within plant and machinery are assets with a range of depreciation rates These rates are tallored to the
nature of the assets fo reflect therr eshmated useful lives

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

Subject to the transional rehief in IFRS 1, all business combinatons are accounted for by applying the purchase
method Goodwill represents amounts ansing on acquisihon of subsidianes Inrespect of business acquisitions that
have cccurred since 1 Apnt 2006, goodwilt represents the difference between the cost of the acquisttion and ihe
fair value of the net Identificble assets acquired ldentifiable intangibles are those which can be sold separately
or which arise from legal rights regardless of whether those nghts are separable

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

In respect of acquisitions prior to 1 April 2006, gocdwill 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
intfangibles were recognised and goodwill was amortised Goodwill wrltten off to reserves under UK GAAP prior
to 1998 has not been reinstated

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

Other intangible assets

Expendrture on internally generated goodwill and rands 1s recognised in the Income statement as an expense
as incured

Other intangible assets that are acquired dy the Group are stated at cost less accumulated amortisation and
imparment losses

The main classes of Intangible assets are computer software and publishing imprints

Amortisation

Amortisation 1s charged te the income statement on a straight-line basis over the estimated useful lives of
intangible assets unless such lives are indefinite The estimated usetul life of computer software ranges between
three and five years Other intangible assets are amortised from the date they are availlable for use The
estimated useful hves are three to five years

Amortisation charges are included under *administrative expenses” in the Income statement

Inventones

Inventories are stated ¢t the lower of cost and net realisable value Cost 1s based on a combination of weighted
average and the first-in first-cut principle and includes expenditure incurred 1n acquirng the inventones ond
brnging them to their existing location and condition In the case of manufactured Inventorles and work in
progress, cost includes an appropriate share of overheads based on normal cperating copacity

Impairment

The carrying amounts of the Group's assets other than inventones and deferred tax assets are reviewed at each
palance sheet date to determine whether there is any indicaton of impairment If any such indication exists, the
asset's recoverable amount 1s eshmated

For goodwill, the recoverable amount I1s estmated at each balance sheet date

An impairment loss 1s recognised whenever the carrying amount of an asset or its cash-genesrahng unit exceeds
its recoverable amount Imparment losses are recognised in the income statement

Imparrment losses recognised in respect of cash-generating units are allocated first to reduce the carrylng
amount of any goodwill allocated to cash-generating units and then to reduce the carrying amount of the
other assets In the unit on a pro rata basis A cash-generoting unit is the smallest identifiable group of assets that
generates cash inflows that are largely independent of the cash inflows from other assets or groups of gssets

The recoverable amount of the Group’s assets is the greater of their far value less costs to sell and value inuse
In assessing value in use, the estimated future cash flows are discounted o thewr present value using a pre-tax
discount rate that reflects current market assessments of the tme, vatue of money and the risks specific to

the asset For an assei that does not generate largely independent cash inflows, the recoverable amount Is
determined for the cash-generahng unit to which the asset belongs
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Notes to the financial statements continued
year ended 31 March 2013

1 Accounting policies continued

Impairment continued

Amimpaiment in respect of goodwill 1s not reversed In respect of other assets, an impairment is reversed when
there 1s an indication that the impairment may no longer exist and there has been a change In the estmates
used o determine the recoverable amount An imparment 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 depreciation or
amorhsation, if no imparment had been recognised

Provisions

A provision 1s recognised in the balance sheet when the Group has o present legal or constructive obligaton

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 prowvision for restructunng is recognised when the Group has approved a detaled ond formal
restructunng plan and announced its main provisions If the effect is matenal, provisions are determined by
discounting the expected future cash flows at a pre-tox rate that reflects current market assessments of the ime
value of money and, where appropnate, the nsks specific to the habiity Where discounting 18 used, the increase
in the provision due to the passage of ime 1s recognised as borrowing costs

Deferred consideration

Where considered matenal, the Group calculates deferred consideration by discounting it to ifs far value
Thus far 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 income statement and added to the deferred
consideration creditor

Revenue recognition

Revenue represents the amounts, net of discounts, allowances for velume 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 recognised when a Group entity has despotched products to the
customer, legal title has passed and the collectabillity of the related recevable 1s reasonably assured

Exceptional tems
Excephonal items are those items of financial performance which, because of slze or incidence, require separate
disclosure to enable underlying performance teo be assessed

Disconhnued operattons

A discontinued operation 1s a component of the Group’s business that represents a separate major ine of
business or geographical area that has been disposed of or s held for sale, or 1s a subsidiary acquired exclusively
with a view to resale Classification as discontinued operation occurs upon disposal or when the operation meets
the cntena to be classified as held for sale, if earlier

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

Government grants
Capital-based government grants are included within other financial habilitles in the balonce 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 operating leases are recognised in the income statement on a siraight-line basis over the
term of the lease Lease incentives received are recognised in the iIncome statement as an infegral part of the
total lease expense

Finance lease payments

Minimum lease payments are apportioned between the finance charge and the reduction of the outstanding

liobiity The finance charge 1s allocated to each pernod dunng the lease term so as to produce a constant
penodic rate of interest on the remaiming balance of the lkability
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Finance income and expenses

Finance expenses comprise Interest payable, finance charges on finance leases and unwinding of the discount
on provisions and deferred constderation Finance income comprises interast receivable on funds invested and
dividend income

Interest Income and interest payable 1s recognised in profit or loss as It accrues, using the effective interest
method Dmdend income 1s recognised in the income statement on the dote the entity’s right fo receive
payments |s established Foreign currency gains and losses are reported on a net basls

Taxation

Tax on the profit or loss for the year compnses current and deferred tax Tax 1s recognised in the income staternent
except to the extent that it relates to items recognised in other comprehensive income or directly in equity, in
which case 11 1s recognised in other comprehensive income or equity respechvely

Current tax 1s the expected tax 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 s provided on temporary differences between the canrying armounts of assets and liabilihies for
financial reporting purpoeses and the amounts used for taxation purposes The following temporary differences are
not provided for the imhial recognition of goodwill, the inrfial recogrution of assets or liabilihes that affect neither
accounting nor taxabie profit other than in a business combination, and differences relating to iInvestments in
subsidiaries to the extent that they will probably not reverse in the foreseeabls future The amount of deferred

tax provided is based on the expected manner of realisahon or setflement of the carrying amount of assets and
habilities, using tax rates enacted or substantively enacted at the balance sheet date

A deterred 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 uhhised

Dividend distribution

Final dividends to shareholders of Internahional Greetings plc are recognised as o habllity in the penod that they
are approved by shareholders

Employee benefits

Pensions

The Group operates a defined contnbution personal pension scheme The assets of this scheme are held
separately from those of the Group In an independently admunistered fund The pension charge represents
contnbutions payable by the Group to the fund

The Netherlands subsidiary operates an industnal defined benefit fund, based on average wages, that has

an agreed maximum contribution The pension fund Is a mulfi-employer fund and there is no contractual or
censtructive obligation for charging the net defined benefit cost of the plan to participating entities other than
an agreed maximum contnbution for the penod, that s shared between employer (4/7) and employees (3/7) The
Dutch Government 1s not planning to make employers fund any deficits In industnal pension funds, accordingly
the Group treats the scheme as a defined contnbution scheme for disclosure purposes The Group recognises a
cost equal to its contributions payable for the penod

Share-based payment transactions

The cost of equity-settled transachons with employees 1s measured by reference to the fair value at the date on
which they are granted and 1 recognised as an expense over the vesting penod, which ends on the date on
which the relevant employees become fully enhitied to the award Fair value i1s determined by an external valuer
using an appropnate pricing model In valuing equity-settled transactions, no account is taken of any service
and performance (vesting conditions), other than performance conditions inked to the price of the shares of
the Company (market condihions) Any other condihiens which are required to be met in order for an employee
to become fully entitled to an award are considered to be non-vesting conditions Like market performance
condifions, non-vesting condltions are faken inte account in determining the grant date fair value
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Notes to the financial statements continued
year ended 31 March 2013

1 Accounting policies continued

Employee benefits continued

Share-based payment transactions continued

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

At each balance sheet date before vesting, the cumulahive expense 1s calculated, representing the extent to
which the vesting pernod has expired and management’s best estimate of the achievement or otherwise of
non-market vesting conditions and of the number of equity instruments that wall ultimately vest or, in the case

of aninstrument subject to a market condition or a non-vesting condition, be treated as vesting as descrnbed
above The movement iIn cumulahive expense since the previous balance sheet date 1s recognised in the Income
statement, with a corresponding entry in equity

Borrowing costs

Borrowing costs directly attributable to the acquisition, construction or production of an asset that necessarnty
takes o substantial penod of ime o get ready for tis Intended use or sale are capitalised as part of the cost of
the respective assets All other borrowing costs are expensed In the pernod they occur Bormrowing costs consist of
interest and other costs that an entity incurs in connection with the borrowing of funds

New standards and interpretations not apphed

The following standords and interpretations issued by the IASB have an effective date after the date of these
financial statements

IFRS ? Financial Instruments Classification and Measurement

IFRS 9 as issued reflects the first phase of the IASB s work on the replacement of IAS 39 and applies to classification
and measurement of financial assets and iabiities as defined I 1AS 39 In subsequent phases, the IASB will
address impairments, hedge occounting and de-recognition The Group will quantfy the effect in conjunction
with the other phases, when issued, to present a comprehensive picture

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

Other new standards
Maonogement continually reviews the iImpact of newly published standards end amendments and considers,
where applicable, disclosure of their impoct 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) They become effective after the current year subject to having
been endorsed for use in the EU via the EU endorsement mechanism) and have not been early adopted by
the Group
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To be adopted E—
by the Group
during years g
International Financial Reporting Standards ((FRS) Effective date commencing %’
IFRS®  Financial Instruments - Classificahon and Measurement® 0101 2015 0104 2015 g
IFRS 10 Consolidated Financial Statements 0101 2014 0104 2014 g
FRS 11 Joint Arrangements” 01 01 2014 0104 2014 2
IFRS 12 Disclosure of Interests in Other Entities 0101207 0104 2017 §
IFRS 13 Farr Value Measurements 010 2014 0104 2014 &
iAS 1 Presentahon of Items of Other Comprehensive Income 01072012 0104 2013 -
I1AS 16  Property. Plant and Equipment* 01 012013 0104 2014
1AS 19  Employee Benefits 01012013 0104 2013 g
IAS27  Separate Financlal Statements 0101 2014 0104 2014 2
IAS28 Investments in Associotes and Joint Ventures 0101 2014 0104 2014 %
IFRIC 20 Stripping Costs In the Produchon Phase of a Surface Mine 0101 2013 0104 2013 f
IFRS1  Government Loans® 0101 2013 0104 2013 g
IFRS7  Duisclosures — Offsething Financiai Assets and Financial Liabilities 0101 2013 0104 2013 5
IAS 32 Offsetting Financial Assets and Financial Ligbilities 0101 2014 0104 2014 _
IAS 34  Intenm Financial Reporing” 01012013 0104 2013
Improvernents to IFRS 2012 01 01 2013 0104 2013 3
*Not yet endorsed by the EU t:',)
None of the above standards are anticipated to significantly impact the Group’s results or assets and liabilities E
and are not expected to require significant disclosure @
2 Cntcal accounting judgements and key sources of eshmahon uncertainty %
In the applicathcon of the Group s accounting policies which are described In note 1, the Directors are required

to make judgements, estimates and assumphons about the carrying amounts of assets and llabilities that are
not readily apparent from other sources The estimates and associated ossumptions are based on histoncal
experience and other factors, iIncluding expectations of future events that are believed o be reasonable under
the crcumstances Actual results may differ from these estimates

The estimates and underlying assumptions are reviewead on an ongoing basis Revisions to accounting estimates
are recognised In the pernod in which the estimate is revised If the reviston only affects that penod or in the penod
of revision and future periods If the revision affects both current and future penods

In addition to the forward operating profit and cash flow projections, the eshmates and assumptions that have had o
significant beanng on the financial statermenits In the current yaar or could have a significant nsk of causing a matenal
cdiustment to the canying amounts of assets and hiabiliies within the next financial year are discussed below

Crntical judgements in applying the Group's accounting policies

The following are the cnfical jJudgements, apart from those Involving estiimations {(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 financial staterments

Exceptonal items

The Directors have chosen to separate certain items of financial performonce which they believe, because of size
or incidence, require separate disclosure to enable underlying performance 1o be assessed These items are fully
descnbedin note 10
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Notes to the financial statements continued
yvear ended 31 March 2013

2 Cnhcal accounting judgements and key sources of eshmation uncertainty continued

Key sources of estmation uncertainty

The key assumptions concerning the future, and other key sources of estimation uncertointy at the balance sheet
date, that have significant nsk of causing a matenal adjustment to the carrying amount of assets and habilities
within the next financial year, are discussed in the Directors’ Report and below

Impairment of goodwill and property, plant and equipment

Determining whether goodwill and property. plant and equipment are timpaired requures an estmation of the
value in use of the cash-generating units to which goodwill has been aliocated or o which property, plant and
equipment belong The value In use calculation requires the entty to eshmate the future cash flows expecied to
anse from the cash-genercting unit and a suitable discount rate in order to calculate present value The carrying
amount of goodwlll at the balance sheet date was £31 5 milhon (2012 £31 4 milion) No imparment (2012 Snil)
was required The carrying amount of property plant and equipment was £30 0 miflion (2012 £31 &5 milion)

No impairment loss (2012 £nil) was required

Provision for slow moving inventory

The Group has guidelines for providing for inventory which may be sold below cost due toits age or condihicn
Directors assess the inventory at each location and in 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 guidehne
provision lavel 1s not required Deterrmining the level of Inventary provision requires an estimation of kely future
realisable value of the inventory in vanous ime frames and companng with the cost of holding stock for those
tme frames Regular monitoring of stock levels, the ageing of stock ond the level of the provision 1s carned out by
the Directors Petails of inventory carrying values are provided in note 14 At the year end, stock purchased more
than 15 months previously had increased from £5 3 million to €5 5 mition (@t March 2013 exchange rates) and the
Group has provisions of £3 7 miflion (2012 £4 8 mithon) over the total inventory value

Share-based payments

The Directors are required to estimate the farr value of services received in return for share ophons granted
tc employees that are measured by reference to the fair value of share options granted The estimate of the
fair value of the services received 1s based on a Black-Scholes model (with the contractual life of the option
and expectations of early exercise ncorporated into the model) Detalls of the key assumptions made in the
measurement of share-based payments are provided In note 25

Taxahon

There are many transactions and calculations for which the ulimate tax determination Is uncertain Significant
Judgement is required in determining the Group’s fax assets and habilhes Deferred tox assets have been
recognised to the extent they are recoverable based on profit projechions for future years Income tax habilities
for anticipated Issues have been recognised based on estimates of whether additional tax will be due
Notwithstanding the above, the Group believes that it will recover tax assets and has adequate proviston to cover
all nsks across all business operations See note 13 for more details

3 Financial nsk management

Risk management 1s discussed in the Directors Report and a discussion of nsks and uncerntainhes can be found on
pages 14 and 15, along with the Group’s key nsks See note 26 for additional iInformation atout the Group’s exposure
to each of these nsks and the ways in which they are managed Below are key financial nsk management areas

« currency nsk is mitigated by a mixture of forward contracts, spot currency purchases and natural hedges,

+ liquidity nsk 1s managed by monrtoring daily cash balances, weekly cash flow forecasts, regular reforecasting
of monthly working capital and regular dialogue with the Group’s banks, and

« credit nsk is managed by constant review of key debtors and banking with reputable banks
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4 Segmental informahon

The Group has one matenal business acthivity being the design, manufacture and distnbution of gift packaging

and greetings, stationery and creotive play products

For management purposes the Group Is organised into four geographic business unifs

The results betow are aliocated based on the region In which the businesses are located, this reflects the Group’s

management and infemnal reporting structure The decision was made dunng 201 to focus Asia as a service

provider of manufactunng and procurement operations, whose main customers are our UK businesses Both the
China factory and the majority of the Hong Kong procurement operations are now overseen by our UK cperational
management team and we therefore continue o Include Asia within the infemal reporting of the UK operations,
such that UK and Asia comprnse an operating segment The Chief Operating Decision Maker 15 the Board

Intra-segment pricing 1s determined on an arm’s length basis Segment results include rtems directly aftnbutable
to a segment as well as those that can be allocated on a reasonable bases

Financial 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 tox recevable Where cash
15 shown N one segment, which nets under the Group's banking faciliies, against overdrafts in other segments, the
elimination 1s shown i the eliminations column Similarly Inter-segment recevables and payables are eliminated

UK and Asia Europe UsaA Australia Eliminations Group
£000 £000 £000 £000 £000 £000
Year ended 31 March 2013
Continuing cperations
Revenue - external 118,765 28,499 50,104 27,843 — 225,21
- Inter segment 1,433 143 — = (1,576) —_
Total segment revenue 120,198 28,642 50,104 27,843 (1,575) 225211
Segment result before exceptional items 3974 1,151 3,796 2,431 — 11,3582
Exceptional fems (1,084) —_ (64) (455) — (1,603)
Segment result 2,890 1,151 3,732 1,976 —_ 9,749
Central adminisiration costs (606)
Net finance expenses (3,466)
Income tax {1,601)
Profit from continuing operations
for the year ended 31 March 2013 4,076
Balances at 31 March 2013
Continuing operations
Segment assets 100,336 17,605 11,170 9,852 3,775 142,738
Segment habilihes (41,297) (14,025) (27,286) (3,129) (429) (86,166)
Capital expenditure
- preperty, plant and equipment 795 153 230 706 - 1,884
- intangible 159 1 40 a2 —_ 242
Deprectation 2,237 716 644 210 - 3,807
Amortisation 310 57 39 88 — 494
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Notes to the financial statements continued
yvear ended 31 March 2013

4 Segmental informaton continued

UK and Asia Europe USA Australia  Eliminations Group
£000 £000 £000 £000 £000 £000
Year ended 31 March 2012
Continuing operations
Revenue - external 117 007 29147 45,044 29,657 — 220,755
- Inter segment 4,746 1,009 - — (5,755) -—
Total segment revenue 121,753 30,156 45,044 29557 (5.755) 220,755
Segment result before excephtional items 4,089 1,712 3,248 3.613 — 12,662
Exceptional tems (3.068) — — — — (3.068)
Segment result 1.021 1,712 3,248 3.613 — 9,594
Central admunistrahion costs (1.939)
Central adminustration exceptional items (850)
Net finance expenses (3.635)
Income tax (1.753)
Profit frorm continuing operahons
year ended 31 March 2012 1,417
Balaonces at 31 March 2012
Conlinuing operations
Segment assets 27100 16 885 6,224 11,317 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 2,437 331 62 — 4,015
- intangible 263 30 87 19 — 399
Depreciation 2,135 742 696 180 — 3,753
Amortisation 368 57 24 85 -— 534

(a) Capital expenditure consists of additions of property plont and equipment intangible assets and goodwilt

(b) No single customer accounts for over 10% of total sates

{c) The assets and kabilities that have not been qllocated te segments consist of deferred tax cssets €4 250 000 {2012 £4 640 000) and Income tax
payable of £504 000 (2012 £855 000} In additiocn the assets and llabillties have been grossed up for VAT of £475 000 (2012 £399 000} to reflect

the net position of the Group

{d) No operatng segment has been cggregated in determining reportable segments

{e) Central recharges are included within the result of the segment that takes the recharge The balance of the centrol costs are not alloccted jo segments

Geographical informohon

The Group's Information about its segrmental assets (non-current assets excluding deferred tox assets and other
financial assets) and turnover by customer destination and product are detailed below

Non-current assets

2013 2012

£000 2000

UK and Asia 39,276 40,889
USA 6,492 6,589
Europe 14,483 15,008
Australio and New Zealond 2,537 1,963
62,788 64,449
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Turnover by customer destination

Turnover
2013 2012 2003 2012
£000 £000 % %
UK 87,050 84,648 39 39
USA 58,976 58,389 27 26
Europe 39,362 39,797 17 18
Australia and New Zealand 27,843 29.557 12 13
Rest of the world 11,980 8,364 5 4
225,211 220,755 100 100
Turnovet by product
2013 2012 2013 2012
£000 £000 % %
Gift packaging and greetings 154,947 148,531 &9 &7
Stationery and creative play products 70,264 72,224 31 33
Tolal 225,211 220,755 100 100
5 Expenses and auditor's remuneration
Included in profit/loss are the following charges/(credits)
2013 2012
Notes £000 £000
Depreciation n 3,807 3753
(Profit)/loss on sales of property, plant and equipment (252) 220
Release of deferred grant income 7 (550) (550)
Amortisation of intangible assets 12 494 534
Operating lease payment - minimum lease payment 27 3,887 4,057
Sub-lease rental Income 7 (191) (70)
wnite down of iInventories 1o net realisable value 14 2,93 2,326
Reversal of previous write downs on inventory 14 (1,116) G1N
Loss/(gam) on foreign exchange 34 Q)
Auditor’s remuneration
2013 2012
£000 £00C
Amounts receivable by the auditor and its associates inrespect of
Audlt of these financial statements 44 57
Audit of financial statements of subsidianes pursuant to legisiahion
- overseos subsidiaries 135 154
- UK subsidiaries 66 77
2 174

Other services relafing to faxation
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Notes to the financial statements continued
vear ended 31 March 2013

é Staft numbers and costs
This note includes staff numbers and costs from continuing operahons

The average number of persons employed by the Group (ncluding Directors) dunng the vear, analysed by

category, was as follows

Numbaer of employees

2013 2012
Selling and administration 397 a4
Producthion and distntbution 1,411 1,619
1,808 2,060

The aggregate payroll costs of these persons were as follows
Note £000 £000
Wages and salaries 36,512 37,33
Share-based payments 25 22 43
Social secunty costs 2,91 3.165
Other pension cosis 2,057 2,065

41,502 42,594

For information on Directors’ remunerotion please refer to the sections hited “Executive share options”™ and

“Drectors’ remuneration” within the Directors’ Remuneration Report

7 Other operating ncome

2013 2012
£000 £000
Grant Income recewved 550 550
Sub-lease rentals credited to the Income statement 19 70
Other 62 58
803 678

8 Finance expenses
2013 22
£000 £000
interest payable on bank loans and overdrafts 2,676 2,766
Other similar charges ne 699
Finance charges in respect of finance leases 57 3
Unwinding of fair value discounts 57 _
Interest payable under the effective interest method 3,509 3,458
Dernvative financial instruments at farr value through income siatement (43) 177
3,466 3,635
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¢ Taxahon
Recognised in the income statement
2013 2012
£000 000
Current tax expenses
Current year - UK corporahon tax — —
Current year - foreign tax 516 991
Adjustments for prior years 482 798
998 1,789
Deferred tax expense
Crnginal and reversal of temporary differences 887 473
Adjustments In respect of previous penods (284) 437
603 (36
Total tax In iIncome statement 1,601 1,753
Reconcihation of effective tax rate
2013 2012
£000 £000
Profit before tax 5,677 3,170
Profit before tax multiplied by the standard rate of corporation tax rate of 24% in the UK (2012 26%) 1,362 824
Effects of
Expenses not deduchble for tax purposes 38 27
Unrecognised tax losses 684 1.016
Benefit of unrecognised deferred tax on losses and temporary differences (1,220) (1,826)
Deferred tax effect on tax rate changes 35 Q2
Differences between UK and overseas tax rates 396 349
Other Items 108 36
Adjustments in respect of prior years 198 1,235
Tota! tax in Income statement 1,601 1,753
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Notes to the financial statements continued
year ended 31 March 2013
10 Exceptional itemns
Cost ot Selling Admin
sales expenses expenses Total
2013 conhnuing operations £'000 £'000 £'000 £'000
Restructunng of operational activities
- bad debt® — 455 —_ 455
- China factory disruphons ® 953 — —_ 953
- management restructunng © — — 195 195
Total restructuning costs 953 455 195 1,603
Income tax credit (289)
1,314
Cost of Seling Admin
salas expenses expenses Total
2012 continuing cperations £ 000 &£ 000 £ 000 £ 000
Restructunng of operational activities
- redundancies® — — 1.201 1,201
- loss on disposal of leasehold land and buldings in China ® — — 283 283
- China factory move @ —_ — 2,434 2,434
Total restructunng costs — — 3918 3.918
Income tax credit (195
3,723

(a} Bad debt ansing from major custorner entenng administration
(b) Costs asscciated with disruption caused by a stnke in the China factory
(©) Redundancy costs ansing from restructunng of management at o UK subsiciary

(@) Redundancies relating to the termination costs of key executives who left the business following a review of Board respensibiliies and as a result

of business re-organisation in the UK subsidiaries

(e) Loss on disposal of leasehold lond and buitdings In China as a result of the decision to relocate the China factory

(f)y Costs associated with moving the China factory
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11 Property, plant and equipment

Land and buildings

Plant and Fixtures and Motor
Freehold leasehold equipment fittings vahicles Total
£000 £000 €000 £000 £000 £0co

Cost
Balance at 1 Apnl 2011 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 movements in foreign exchange (483) 2246 277 52 7 79
Balance at 1 April 2012 21,973 7.199 48,346 1,322 722 79.562
Additions 47 220 1,288 257 72 1,884
Disposals (302) ((e]o)] (559) 437) (134) (1.498)
Transfers between categories — — (103 103 — —
Effect of movements in foreign exchange 85 396 831 24 23 1,429
Balance at 3l March 2013 21,803 7,749 49,803 1,339 683 81,377
Depreciation and Impairment
Balance as at 1 Apnl 2011 (8.123) (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 movements in forelgn exchange 89 (G1)) (&) {16) 10 16
Balance at 1 April 2012 (8.964) (1,824) (36,2213 (546) @ (48.029)
Depreciation charge for the year 921 @15 (1.893) {49%) )] (3.807)
Disposals 149 66 546 435 133 1,329
Transfers between categones — — 91 N — —
Effect of movements in foreign exchange (34) (128) 617) (86) (12) (877)
Balance at 31 March 2013 (9.770) (2,301) (38,094) (787) 432) (51,384)
Net book valde
At 31 March 2013 12,033 5,448 11,709 552 251 29,993
At 31 March 2012 13,009 5,375 12125 776 248 31533

Depreciation is charged 1o either cost of sales, selling costs or adrministration costs within the inceme statement
depending on the department to which the assets relate

Leased plant and machinery

The net book value of property, plant ond equipment iIncluded an amount of €1,850,000 (2012 £160,000) in
respect of assets held under finance leases

Secunty

All freehold properties are subject to a fixed charge
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Notes to the financial statements continued
vear ended 31 March 2013

12 Intangtble assets

Computer Other
Goodwill software intanglbles Total
£000 €000 £000 <000
Cost
Balance at 1 April 2011 40,585 2916 495 43,996
Additions — 399 — 399
Disposals — B354) — {356)
Effect of movements in foreign exchange (290) 4 — (286)
Balance at 1 April 2012 40,295 2,963 495 43,753
Additions — 242 - 242
Cisposals — 48y — “48)
Effect of movements in foreign exchange 405 68 3 476
Balance at 31 March 2013 40,700 3,225 498 44,423
Amortisation and impairment
Balance at 1 April 2011 (8.822) (1.596) (193) (10,611
Amorhsation for the year — (486) (48) (634)
Disposals — 352 — 352
Effect of maovements in foreign exchange 39 (&) — “a4)
Balance at 1 Apn) 2012 (8 841 (1,735) (240 (10.837)
Armorhsation for the year — @an @n (494)
Disposals — 48 — 48
Effect of movemenis in foreign exchange (298) @8 H (345)
Balance at 31 March 2013 {9,157) {(2,182) (289) (11,628)
Net book value
At 31 March 2013 31,543 1,043 209 32,795
At 31 March 2012 31,434 1,228 254 2916
The aggregate carmrying ameunts of goodwill allocated to each geographical segment are as follows
2013 2012
£000 2000
UK and Asic 25,600 25,600
Europe 4,541 4,505
USA - —
Australia 1,402 1,329
Total 31,543 31,434
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impairment

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

For the purpeses of imparrment tesfing, goodwill considered significant in compansen 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 fo benefit from the synergies of the combination (see table on page 50), which represents the lowest
level within the Group at which the goodwill 1s monitored for internal management purposes, and is referred to
below as o cash-generating unit Dunng the last few years the businesses have begun to work more closgly with
each other, exploiting the synergies that anse The recoverable amounts of cash-generating units cre determined
from the higher of value in use and fair value less costs to sell

The Group prepares cash flow forecasts for each cash-generating unit denved from the most recent financial
budgets for the following three years which are approved by the Board The key assumptions in those budgets are
sales, margins achievable ond overhead costs The Group then extrapolates cash fliows for the following seven
years based on a conservative estmate of market growth of 2% (2012 2%)

The cash-generating units used the following pre-tax discount rate which are denved from an estimate of the
Group’s future average weighted cost of capital adjusted to reflect the market assessrment of the nsks specific to
the current estmated cash flows over the some peanod

Pre-tax discount rates used were

2013 2012
£000 £000
UK and Asic 12 7% 132%
Europe 15 3% 15 4%
USA 16 7% 16 7%
Austrahca 14 3% 14 3%

All of the cash-generating units’ values in use were determined to be higher than farr value less costs to sell, thus
this was used as the recoverable amount In all businesses the carrying value of the goodwill was supported by
the recoverable amount and there are currently no reasonably foreseeable changes 1o assumptions that would
give nse to an impaiment of the carrying value

The Directors do not beleve a reasonably possible change to the assumptions would give nise to an impairment
The Directors have considered a 3% movement in the discount rate and a flat budget growth rate assumphon in
thelr assessment

13 Deferred tax assets and habilihes
Recogrised deferred tax assets and liabilihes
Deferred tax assets and habitities are attributable o the following

Assets Liabilities Net
2013 2012 2013 2012 2013 2012
£000 £000 £000 £000 £000 £000
Property, plont and equipment 1,204 409 (884) (1.875) 320 (1.466)
Capital gains deferred — —_— 472) 494) 472) @94
Tax loss carned forward 3.278 3.817 m — 3,277 3.817
Cther timing differences 1,125 2.783 —_ — 1,125 2,783
Net tax assets/(llabilities) 5,607 7.009 (1,357) (2,36%9) 4,250 4,640
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Notes to the financial statements continued
vear ended 31 March 2013

13 Deferred tax assets and abihhes continued

Recogrused deferred tax assets and abiities conhinued

The deferred tax asset in respect of tax losses camed forward at 31 March 2013 of £2,819,000 (2012 £3,817.000) is
comprised of UK tax losses of £29,000 (2012 £1.943,000) and US losses of £2,790,000 (2012 £1,874,000) US tox losses
carned forward will become irecoverable in March 2027 UK tax losses may be camed forward indefiniely The
deferred tax ossets have been recognised where the Board considers there 1s sufficient evidence that taxable
profits will be available agamnst which the tax losses can be uhhised The Board expects that the tax losses will

be recoverable against future profits but given the level of tax losses brought forward, recoverabllity 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 penod have not been recognised This includes unrecognised
deferrad fax assets in respect of brought forward UK losses of £€858,000 (2012 £444,000) and £2,153,000

(2012 €4,421,000) in respect of brought forward US tax losses

No deferred tax 1s recognised on unremitted earnings of overseas subsidianes Overseqs reserves can now be
repatnated to the UK with no tax cost If all overseas earnings were repatnated with immediate effect, no tax
charge (2012 €nil) would be payable

At the balance sheet date the UK government enacted a 2% reduction in the main rate of UK corporation tox

from 26% to 24% effective from 1 Apnl 2012 The rate 1s 23% from 1 Apnl 2013 and the government has also proposed
reducing the UK corporahion tax rate by a further 3% per annum fo 20% by 1 April 2015 However, these further

rate changes had not been substantively enacted at the balance sheet date and therr effects are not, therefore,
included In these financial staterments The enactment of these changes would reduce the deferred tax balance of
the Group by €0 1 mihon

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

Movement in deferred tax durnng the year
1 April Recognised Recegnised 31 March

2012 Inincome In equity 2003

£000 £000 £000 £000
Property, plant and equipment {1.466) 1,778 8 320
Capital gans deferred {494) 22 — 472)
Tax loss carned forward 3.817 671) 131 3,277
Other hming differences 2,783 (1.732) 74 1,125
Neot tax assets 4,640 (603 213 4,250

Movement in deferred tax duning the prior year
1 Aprll Recognised Recognised 31 March

20M Inincome in equity 2012

€000 £000 £000 £000
Property, plant and equipment (564) (925) 23 (1.466)
Capital gains deferred 563) 69 — (494)
Tax loss carned forward 2,406 1,436 25 3,817
Other hming differences 3,337 (544) 0y 2,783
Net tax assets 4,616 36 (12) 4,640
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14 Inventory
2013 2012
£000 <000
Raw materials and consumables 5,488 5,696
Work in progress 9,100 2,375
Finished goods 35,526 27,557

50,114 42,628

Of the £50,114,000 (2012 £42,628,000) stock value £44,074,000 (2012 £34,234,000) 1s held at cost and £6,040.000

(2012 £8.394,000) 15 held at net realisable value The write down of iInventones to net realisable valus amounted
to £2,931,000 (2012 £2,326,000) The reversal of previous write downs amounted to £1,116,000 (2012 £619.000) The
reversal 1s due to the inventory being either used or sold

Materials, consumables, changes in finished goods and work in progress recognised as a cost of scle amounted
1o £159.525,000 (2012 £150.991.000)

Part of the Group's funding is vio asset backed loans from our bankers These [oans are secured on the inventory
and trade recevables of the larger UK and European businesses The amount of the inventory that s used to
secure an asset backed loan 1s £31,544,000 (2012 £25,462,000) In addihon bank loans to Hoomark and IGUSA are
secured on a freehold property and contents, Including inventory, therein

Refer to note 17 for oulstanding balance on asset backed loans and details of the secured bank loans

15 Trade and other receivables

2013 2012

£000 £000

Trade recewvabies 18,799 17,066
Prepayments and accrued income 1,486 1,684
Other recevables 2,012 2,060
VAT receivable 288 232
23,285 20,942

Part of the Group’s funding 15 via asset backed l1oans from our bankers These loans are secured on the inventory
and trade receivables of the larger UK and European businesses The amount of the trade receivables that s used
to secure an asset backed loan is £9.684,000 (2012 £7,629,000)

Refer to note 17 for outstanding balance on asset backed loans

There are no trade receivables in the current year (2012 £nil) expected to be recovered in more than
twelve months

The Group s exposure to credit and currency risks and impairment losses related 1o trade and other receivables
15 disclosed in note 26
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Notes to the financial statements continued
yvear ended 31 March 2013

16 Cash and cash equivalents/bank overdrafts

2013 2012
£000 2000
Cash and cash equivalents 2,301 3.168
Bank overdrafts (336) (1,945)
Cash and cash equivalents per cash flow statement 1,965 1,223
Net debt
2013 2012
Note £000 £000
Cash and cash equivalents 2,30 3,168
Bank loans and overdrafts 17 (43,215) (45,266)
Loan arrangement feas 583 370
Finance leases (1,777) (126)
Net debt as used Iin the Financial Review (42,138) (41,854)

The Group s exposure to interest rate risk and sensitivity analysis for financial assets and habilihes are disclosed in

note 26

The bank cverdrafts are secured by a fixed charge on certfain of the Group’s land and bulldings, a fixed charge
on certain of the Group's book debis and a floating charge on certain of the Group’s other assets

17 Loans and borrowings

This note provides information about the contractual terms of the Group’s iInterest-beanng loans and borrowings
For more information about the Group’s exposure to interest rate and foreign currency nsk, see note 26

2003 2012
£000 £000
Non-current liabilities
Secured bank loans (see page 55) 29,775 33,880
Loan grrangement fees (296) (258)
29,47% 33.622
Current kabilities
Asset backed loan 7,683 5,467
Revolving cradit facilihes 658 —_
Current portion of secured bank loans (see page 55) 4,763 3,974
Bank loans and borrowings (see page 55) 13,104 9,441
Loan arrangement fees (257) (M2
12,847 9,329

The asset backed loans are secured on the Inventory and receivables of the larger business units within the UK,

USA and European business segments

The revolving credit facilihes are secured on the assets of the Group, In the same way as the bank overdraft
above The interest rate 1s 3 2% over LIBOR The facihities are drawn for penods from one day up to six months

Following the negotiations of new banking facilihes in July 2011, the Group accrued arangement fees which are

being spread over the life of the facility
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Terms and debt repayrment schedule

2013 2012
Repayment analyss of bank loans and overdrafts Note £000 £000
Due within one year
Bank loans and borrowings (see below) 13,104 2,441
Bank overdrafts 16 336 1945
Due between one and twe years
Secured bank loans (see below) 4,725 4,666
Due between two and five years
Secured bank loans (see betow) 20,984 24,807
Due ofter more than five years
Secured pbank loans (see below) 4,066 4,407

43,215 45,266

Secured bank loans

Loan 1

The principal of £487,000 (2012 £588,000) 1s repayable monthly on a reducing balance basis over a 15 year
penod, ending In March 2016 The loan is secured over the freehold land and buildings and the contents therein
of International Greetings USA, Inc and 15 subject to a vanable rate of interest inked to the US Federal Funds Rate
(US FFR) The currency of denomination of the lean 1s US dollars

Loan 2

The principal of £470,000 (2012 £582,000) 1s repayable monthly on 6 reducing balance basis over a nine year
penod ending in March 2016 The loan 1s secured over the freehold land and bulldings and the content therein of
International Greetings USA, Inc and 1s subject to a vanable rate of interest inked to the US FFR The currency of
denomination of the loan 1s US dellars

Loan 3

The principal of £5,956,000 (2012 £6,281.000) i1s repayable quarterly over a 20 year penod ending in July 2028
The loan 1s secured over the freehold land and bulldings and the content therein of Hoomark BV and 1s subiect
to a vanable rate of interest linked to EURIBOR, that has been swapped to a fixed rate for a nottonal amount of
£5,882,000 (2012 $£5.833,000) over a period of thiee years ending in January 2017 The currency of denomination
of the loan is euros

Loan 4

The principal of £218,000 (2012 £510,000) 1s repayable monthly over a five year penod ending November 2013
The loan 1s secured over the plant and machinery of Internationatl Greetings UK Lid and 1s subject 1o a vanabie
rate interest linked to the UK base rate The currency of denomination of the loan 1s sterling
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Notes to the financial statements continued
year ended 31 March 2013

17 Loans and borrowings continued

Secured bank loans continued

Loan b

The prnncipal of £15,208,000 (2012 £14,904,000) is repayable over a five year pernod with a bullet repayment in
May 2016 £9.100.000 1s denominated in sterling and £6,108,000 Is denominated in US dollars They are subject to

a vanable interest rate inked to LIBOR except for the element that has been swapped At 3t March 2013 the Group
had an interest rate cap on @ nohonal amount of £8 milion, and a notonal amount of $8 miilon, whereby interest
paycble has been capped at 1 5% on both nohonal amounts The terms of the hedge have been negohated to
match the terms of the commitments

Loan 6

The pnncipal of £12,199,000 (2012 £14,988,000) 15 repayable and amortised over a four year penod to May 2015
£7.000.000 1s denominated in sterling and £5,199,000 is denominated in US dollars They are subject to a varlable
inferest rafe inked to LIBOR except for the elements that have been swapped At 31 March 2013, the Group had
an inferest rate swap in place with o nohonal amount of £5 1 milllon whereby it receives a loaling rate of interest
based on LIBOR and pays a fixed rate of interest at 092% on the nohonal amount The terms of the hedge have
been negotiated to match the terms of the commitments

At 31 March 2013, the Group had an interest rate swap in place with a nohonal amount of $79 milklon whereby
it receives a floating rate of interest based on LIBOR and pays a fixed rote of interest at 0 77% on the notienal
amount The terms of the hedge have been negotiated to match the terms of commitment

18 Deferred iIncome

2013 2012
£000 £000
Included within non-current labitities
Deferred grant income 1,329 1,879
Included within current liabilities
Deferred grant income 550 550

The deferred grant Income I1s 1IN respect of a government grant relating to a pnnt plant All conditions have
now been met and there 13 no requirement to repay It 1s being amorhsed In ine with the depreciation on the
pant plant

19 Provisions

Property

£000

Balance at 1 Apnl 2012 1,320
Provisions released durnng the year 165)
Unwinding of falr value discounts 57
Prowisions utlised during the vear (243)
Balaunce at 31 March 2013 969
2013 2012

£000 £000

Non-current 862 1,003
Current 107 317
969 1,320

The provision represents the estimated reinstatement cost of two of the Group’s leasehold properhies under fully
repanng leases and provision for an onerous lease for one of those properties A professional valuahon was
performed dunng the prior year for one of the leasehold properties and the provision was reassessed and 1s stated
after discounting
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20 Other financial liabihties

2013 2012
£000 £000
Included within non-current liabilihes
Finance lease 1,540 57
Other creditors and accruals 263 390
1,803 447
Included within current liabilities
Finance lease 237 69
Cther creditors and accruals 8,212 2.587
Interest rate swaps and forward foreign currency contracts carned at far volue
through the Income statement 54 97
Interest rate swaps and forward foreign exchange contracts carried at falr value
through the hedging reserve 451 446
8,954 10,199
Finance lease llabiliies
Finance lease llabllities are payable as follows
Minimum Minmum
lease lease
payments Interest Prncipal payments Interest Principal
2013 2013 2013 2012 2012 2012
£000 £000 £000 £000 €000 £000
Less than one year 314 an 237 78 ()] 69
Between ane and five years 1,717 Q77 1,540 61 (G} 57
2,031 (254) 1,777 139 (13) 126
21 Trade and other payables
2013 2012
£000 £000
Trade payables 28,291 22,396
Other payables including income taxes and social security 704 737
28,995 23,133
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Notes to the financial statements continued
year ended 31 March 2013

22 Share capital

Authonsed share capital at 31 March 2013 and 2012 was £6,047,443 divided into 120,948,860 ordinary shares of
Sp each

Ordinary shares

In thousands of shares 2013 2012
Inissue at ¥ Apnl 55,007 53,967
Options exercised dunng the year 1,761 1,040
In1ssue at 31 March - fully pa:d 56,768 55,007
2013 2012
5000 £000

Allotted, called up and fully paid

Ordinary shares of £0 05 each 2,838 2,760
Share options exercised dunng the year omounted to 1,760,600 (2012 1,040,000} which generated cash proceeds
of £266,000 (2012 £146,000)

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

23 Earnings per share

2013 2012
Diluted Basic Diluted Basic
Adjusted earnings per share excluding excephonal ttems
and discontfinued operations 78p 81p 67p 72p
Loss per share on excephional items (2 0p) (21p) 6 4p) [CEle)]
Earnings per share from continuing operations 5 8p 6 0p 03p 03p
Earnings per share 58p 6 0Op 03p 03p

The basic earnings per share 1s based on the profit attnbutable to equity holders of the Company of £3,401,000
{2012 £177,000) and the weighied average number of ordinary shares in issue of 56,245,000 (2012 54,206,000}
calculated s follows

Weighted average number of shares in thousands of shares 2013 2012
Issued ordinary shares at 1 Apnl 55,007 53,967
Shares 1ssued in respect of exercising of share options 1,238 239
Weighted average number of shares at 31 March 56,245 54,206

Adjusted basic earmings per share excludes excephonal items charged of £1,376,000 (2012 £3,918.000) and the tax
relief attnbutable to those items of £221.000 (2012 £195,000). to give adjusted profit of £4,556,000 (2012 £3,900,000)

Diluted earnings per share

The average number of share options outstanding in the yearis 3,664,232 (2012 5,787,000). at an average exercise
pnce of 19 6p (2012 169p) The diluted earnings per share 1s calculaied assuming all these ophions were exercised
At 31 March the diluted number of shares was 58,794,617 (2012 58,486,612)

24 Dividends
No dividends were paid in the year (2012 Snil) The Directors do not propose @ final dividend for 2013
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25 Share-based payments

Ophons

Ophions to subscrnbe for crdinary shares have been granted, pursuant to the Company’s approved and
unapproved Employee Share Option Schemes which are exercisable at dates ranging up to January 2021
At 31 March 2013, outstanding options were as follows

Number of Exercise

ordinary shares prce () Exerclse daotes

Approved 1,952,140 14 December 2011 - December 2018
10.000 235 Aprnl 2012 - Apnl 2019

38.000 3128 July 2012 - July 2019

35.500 50 September 2012 - Septermnber 2019

96,774 62 January 2014 - January 2021

Unapproved 945,416 14 December 2011 - December 2018
10,200 50 September 2012 - September 2019

53,226 62 January 2014 - January 2021

3,141,956

All share-based payments are equity-settled

There were no performance or profitability condihons attached to the approved options (other than continued
employment), except for 48,387 shares issued at 62p, which relate to specific performance targets related to sales
of new product areas in the US Condihons related to profitability for the two years to March 2011 are abtached to
the unapproved options awarded 10 Executive Directors and these condihons have now been fully met

For the share options outstanding at 31 March 2013, the weighted average remaining contract life was 5 8 years
(2012 6 8 yeqrs)

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

2033 2012

Weighted Welghted

average average
axercise Number of exarclse Number of
price ophons price optlons
Qutstanding at the beginming of the penod 18p 5,002,556 l6p 6,047,556
Approved options granted during the period Op —_ Op —
Unapproved options granted in the pencd op - Op —
Lapsed dunng the year Op {100,000) Op (5.000)
Exercised dunng the penod 15p  (1,760,600) 14 (1,040,000)
Quistanding at the end of the penod 17p 3,141,956 18p 5,002,556
Exercisable at the end of the pencd 14p 2,991,956 14p 4,542,566

The weighted average share price at the date of exercise of share options exercised dunng the pencd was 54 9p
(2012 56 6p)

No share options were granted durning the year or the previous year
The total expenses recognised for the penod arising from share-based payments are as follows

2013 2012
£000 £000
Equity-settled share-based payments 22 43
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Notes to the financial statements continued
year ended 31 March 2013

25 Financial instruments

a) Fair values of inancial instruments

The carrying values for each class of financial assets and financial lobiliftes In the balance sheet, which are given |
below, are not considered to be matenally different to therr falr values

As at 31 March 2013, the Group had denvative contracts, which were measured at Level 2 farr value subsequent
to inthal recognition, to the value of a ability of £505,000 (2012 hability of £5643,000)

Trade and other receivables ‘
The farr value of tfrade and cother recevabiles s estimoted as the present value of future cash flows, discounted ot

the market rate of iInterest at the balance sheet date if the effect s matenal Doubtful receivable provisions are

established bosed upon the difference between the recewvable value and the eshmated net collectible amount

Tiade and other payables

The fair value of frade and other payabiles 1s eshmated as the present value of future cash flows, discounted af
the market rate of interest at the balance sheet date If the effect 1s matenal

Cash and cash equivalents

The fair value of cash and cash equivalents is estimated as Its camrying amount where the cash (s repayable on
demand Where it 1s not repayable on demand then the farr value 1s eshmated at the present value of future cash
flows, discounted at the market rate of interest at the balance sheet date

Interest-bearing borrowings

Farr value, which after inthal recognition 1s determined for disclosure purposes only, 15 colculated based on the
present value of future pnncipal and interest cash flows, discountaed at the market rate of interest at the balance
sheet date For finance leases the market rate of interest 1s determmined by reference to simiar lease agreaments
Derivative financial instruments

The farr value of forward exchange contracts is based on thew morket price

Fair value hierarchy

Financial instruments which are recognised at fair value subseguent to infial recogrition are grouped into Levels 1

tc 3 based on the degree 1o which the farr value 1s observable The three levels are defined as follows

Lavel 1 quoted (unadjusted) pnces in active markets for iIdentical assets or habiiities,

Level 2 other techriques for which all Inputs which have a significant effect on the recorded fanr value are
observable, erther directly or ndirectly, and

Level 3 techniques which use inputs which have a significant effect on the recorded farr value that are not based
on observable market dato
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Carrying Fgn Carnrying Fair

armount value amount value

2013 2013 2012 2012

Notes %000 £0C0 €000 €000

Cash and cash equivalents 16 2,301 2,301 3.168 3,168
Trade receivables 15 18,799 18,799 17,066 17,066
Other receivables 15 2,012 2,012 2,060 2,060
Total financio! assets 23,112 23,112 22,294 22,294
Bank loans and overdrafts 16 43,215 43,215 45,266 45,266
Finance lease iabilty 20 1,777 1,777 126 126
Other financial labilities 20 8,475 8,475 8977 Q877
Trade payables 21 28,291 28,291 22,396 22,396
Other payables 21 704 704 737 737
Total financial labihhes measured at amortised cost 82,462 82,462 78,502 78,502
Financial habilrhes at far value through profit or loss 20 54 54 Q7 Q7
Financial kabilhes ot farr value through hedging reserve 20 451 451 446 446
Tetal financial habilities at far value 505 505 543 543
Total financial hlabiimes 82,967 82,967 79.045 79.045
Net financial labilities 59,855 59,855 56,751 56,751

b) Credit nsk
Financial risk management

Credii nsk 1s the nisk of financial loss to the Group If g customer or counterparty to a financral instrument fails
to meet its contractual obligatons and anses prncipally from the Group's receivables from cusfomers and

Investment securhies

The Group's exposure to credit risk Is managed by deoling only with banks and financial instifutions with strong

credit ratings The Group s financial crecht nsk 1s pnmanly attributable to its trade recevables

The Group has no significant concentrafion of credrt risk exposure as revenues ore sphit acress a large number of
customers In different gecgraphical areas The main customers of the Group are large and mid-sized retallers,
other manufacturers and wholesalers of greetings products, service merchandisers and trading companies The
Group has established procedures to minimise the nsk of default of tfrade recaivables including detalled credit
checks undertaken before new customers are accepted and ngorous credit control procedures ofter sale These

processes have proved effective in minimising the level of mparments required

The amounts presented In the balance sheet are net of allowances for doubtiul receivables esimated by the
Group’s management, based on prior expenence and thelr assessment of the current economic environment

Exposure to credit risk

The carrying amount of financial assets represents the maximum credif exposure Therefore, the maximum
exposure to credit nsk at the batance sheet date was £23,122.000 (2012 £22,294,000) being the total of the
carrying amount of financial assets, excluding equity investments, shown in the table above
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Notes 1o the financial statements continued
vear ended 31 March 2013

26 Financial instruments continued

b) Credit nsk continued

Exposure to credit nsk continued

The maximum exposure 1o credit nsk for trade receivables at the balance sheet date by geographic regton was

2013 2012
£000 €000
UK and Asia 7,357 7.558
USA 4,796 2,856
Europe 2,709 2,419
Australia 3,937 4,233
18,799 17,066
Credit gualty of financial assets and impairment losses

The ageing of trade receivables at the balance sheet date was
Gross Impaiment Gross  Impatrment
2013 2013 2012 2012
£000 £000 £000 £000
Not past due 12,616 (43) 13,132 6)
Past due 0-90 days 5,790 (94) 3.679 (G2
More than 90 days 857 (327) 820 490)
19,263 (464) 17,631 (565)

There were no urimpared balances outstanding at 31 March 2013 (2012 £nil) where the Group had renegotiated
the terms of the trade recewvable

The movement In the allowance for Imparrment in respect of frade receivables dunng the year was as follows

2013 2012

£000 £000
Balance at 1 April 565 876
Charge for year 964 301
Unused amounts reversed (262) (324)
Amounts wntten off (813) {342)
Effects of movement In foreign exchange 10 ()]
Balance at 31 March 464 565

The allowance account for trade recevables 1s used to record Impairment losses unless the Group Is satisfied that
no recovery of the amount owling 1s possible, at that paint the amounts considered irecoverable are written off
against the trade receivables directly

<) Liquichty nisk

Financial risk management

Liquichty nsk s the nsk that the Group will not be able to meet s financial obligations as they fall due The Group
has faciities with its prnincipal bank, sphi between US dollars and stering comprising a five year loan of £15 2 million
with a bullet repayment in May 2016, a four year amortising loan to May 2015 of £14 8 million, a one year revolving
multl-currency credit facility of up to £28 ¢ million and a one year roling multi-currency overdraft facility of up to
£5 milion, ptus an asset bock loan facility secured on the UK business inventory and debtors

We also have an asset backed ican facility of up to £25 milion with @ US bank to assist in the funding of the
US business and to mitigate the currency effect on our facility headroom See “Treasury operations” in the
Financial Review for further details
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The Group's policy with regard to lguidity ensures adequate access to funds by maintaining an appropriate

mix of short-term and longer-term faciities, which are reviewed on a regular basis The matunty profile of debt

outstanding at 31 March 2013 Is set cut in note 17

The following are the confractual matunties of financial lapilhies, iIncluding estimated inferest payments

Neminai More
interest  Carrying Contractual One year One to Twoto thanfive
rate  amount cash flows crless twoyears fiveyears years
31 March 2013 Notes % £000 £000 £000 £000 £000 £000
Non-denvative financial habilities
Secured bank loans - steding 35-3¢9 16,318 (17,709) (2,448) (2,394) (12,865) —
Secured bank loans - US dollar 32-36 12,264 13,203y (2,000) (2,133) (9.069) -
Secured bank loans - euros 38 5,956 (7,739} (597) {(583) (1,662) (4,897)
Total secured bank loans 17 34,538 (38,651) (5,046) (5,112) (23,596) (4,897)
Finance leases 20
- stering leases 85 34 (35) (33) (2) — —
- euro leases 48 1,719 (1,969 (262) (262) (1,445 —
- other leases 60 24 27 {19 (v)) m —
Other financicl hatbiies 8,475 (8,475) (8,212) (263) — -
Trade payables 21 28,291 (28,291) (28,291) — — —
Other payables 21 704 (704) (704) —_ - —
Asset backed loans 23-35 7,683 (7,.683) (7.683) — - —
Revolving credit facilities 35-37 658 {658) (658) — - —
Bank overdraft 15-45 336 (336) (336) — — —
Denvative financial habilites
Financiaf habihes at far value through
the income statement - interest rate swaps @ 54 - —_ - - —
Financiat habilities carned at far value through
the hedging reserve - interest rate swaps @ 546 — — — — —
Forward foreign exchange contracts carned
at fair value through the hedging reserve (?5) (12,925) (12,925) — - —_
82,967 (99.754) (64,169) (5,646) (25,042) (4,897)

(@) The interest raie swaps with fair values of £54 000 and £544 000 mature over a penod ending January 2017
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Notes to the financial statements continued

vear ended 31 March 2013

26 Financial instruments continued
<) Liguidity nsk continued
Financial nsk management centinued

Nominal Maora
Interest  Carrying Contractual  One yecor Oneto Twoto thanfive
rate  amount cashflows orless twovyears five years . years
31 March 2012 Notes % £000 £000 £000 £000 £000 £000
Non-derivative financial habilities
Secured bank loans - sterling 43 18,410 (21,405) (2.204) (2973) (16,228 —
Secured bank loans - US dollar 28 13,162 (22,104 (2,028) (4.074) (i6,002) —
Secured bank loans - euros 35 6,282 (8.523) (388) @402y (1,283) (6.450)
Total secured bank loans 17 37.854 (52.032) (@.620) (7.449) (33.513) (6.450)
Finance leases 20
- sterling leases 55 87 (95) 60) 33 @ —
- other leases 60 39 44) 8) (44)] €] —
Other financial habilthes QG077 (9977)  (9.587) (320) — —
Trade payables 21 22,396 (22.396) (22.396) — — —
Other payables 21 737 (737 (737) — _ _
Asset backed loans 23-35 5,467 (6,467) (5,467 — — —
Bank overdraft 15-45 1.945 (1,945) (1,945 — — -
Dernvahive financial liabilities
Financial habiles at fair value through
the income statement - Interest rate swaps ® 97 — — — — —
Financial habiies carmed at far value through
the hedging reserve - interest rate swops © 354 — — — — -
Forward foreign exchange contracts camed
at far value through the hedging reserve @2 (14,008) (14,008) — — —
72.045 (106,701) (58,838) (7.891) (33.522) (6.450)

(b} The interest rate swops with falr values of £97 000 and £354 00 mature over a period ending January 2017
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The following shows the faciities for bank loans, overdrafts, asset backed loans and revolving credit facilifies

31 March 2013 31 March 2012
Facility Facility
used usad
Carrying contractual Facility Total Carrying contractual Facility Total
amount cash flows unused tocility amount  cash flows unused Facilty
£000 £000 £000 £000 £000 €000 £000 £000
Secured bank loans
(see above) 34,538 (38,651) —  (38,651) 37.854 (52,032) — (52,032
Asset backed loans 7,683 (7,683) (4,900} (12,583) 5,467 (5,467) (7,200 {(12,667)
Revolving credit facilities 658 (658) (2,242y (2,900 —_ — — —
Bank overdraft 336 (336) (4,137) (4,473) 1,945 (1.945) (5.221) (7,166)

43,215 (47,328) (11,279) (58,607) 45,266 (59.444) (12,421) (71.B45)
The asset backed loan facilities are dependent upon the levels of the relevant inventory and receivables

The major bank faciities vary in the year depending on forecast debt requirements The maximum limit across
all faciities with the major bank was £75 million (2012 £75 milkcn) At 31 March 2013 the facility amounted to
£35 8 million (2012 £38 8 mifion)

Additional facilities were available at other banks of £18 7 million (2012 £12 5 millien), including asset backed loans
according to the level of receivables and inventory
The short term overdraft, RCF and the asset backed loan elements of those facilihes was renewed on improved

terms in May 2013, which will shghtly lower the blended rate in the forthcoming year and provide significant
additional headroom

The asset backed lean facilities are to be renewed on

¢ UK - August 2015,
« USA - July 2014, and
* Europe - July 2014

d) Cash flow hedges
The following table indicates the penods in which the cash flows associated with cash flow hedging instruments

are expected to occur
Carrying Contractual One year

amount  cash Aows orless
31 March 2013 £000 £000 £000
Interest rate swaps
Liabilittes 546 - —_
Forward exchange confracts
Liabilihes (95) (12,925) (12,925)
Canying Contractual One year
amount  cash flows or less
31 March 2012 £000 €000 £000
Interest rate swaps
Liabiihes 354 — —
Forward exchange contracts
Liabdittes @2 {14,008) {14.008)

At 31 March 2013, the Group had an interest rate swap in place with a notional amount of £5 1 miilion, whereby 1t
receives a flioating rate of interest based on LIBOR and pays a fixed rate of interest at 092% on the nchonal amount
The swap is to hedge the exposure to changes In the interest rate The terms of the hedge have been negotioted to
match the terms and commitments The farr value of the swap at the balance sheet date was a llability of £31.000
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Notes to the financial statements continued
year ended 31 March 2013

26 Financial inshuments continued

d) Cash flow hedges continued

At 31 March 2013, the Group had an interest rate swap In place with a notional ameunt of $79 milhon (€5 2 milion),
whereby 1t receives a floahing rate of interest based on LIBOR and pays a fixed rate of interest at 0 77% on the
nofional amount The swap 1s to hedge the exposure to changes in the interest rate The terms of the hedge have
been negothated to mateh the terms of the commitmentis The farr volue of the swap at the baiance sheet date
was a liability of £20,000

At 31 March 2013 the Group had an interest rate swap in place with a notional amount of €7 milion (859 million),
whereby It recenves a floating rate of interest based on EURIBOR and pays a fixed rate of interest of 2 29% on the
notonal amount This swap 1s to hedge the exposure to changes in the interest rate The terms of the hedge have
been negatiated to match the terms of the commiutments The fair value of the swap at the belance sheet dote
was a iability of £319.000

At 31 March 2013, the Group had an interest rate cap on a notional amount of £8 millon, and a nohional amount
of $8 mithon (€5 3 million), whereby interest payable has been capped at 1 5% on both nothonal amounts The
terms of the hedge have been negotiated to match the terms of the commitments The farr value of the caps at
the balance sheet date were abilities of £176,000

The Group has forward currency hedging contracts outstanding at 31 March 2013 designated as hedges of
expected future purchases in US dollars and Chinese renminbi for which the Group has firm commitments
The forward currency contracts are being used to hedge the foreign currency nsk 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 2013/14 were assessed to be highly effective and as

at 31 March 2013 a net unrealised gain of £95,000 with related deferred tax credit of Snil was included in other
comprehensive Income In respect of these hedging contracts

&) Market nsk

Financlal risk management

Market risk 1s the nsk that changes in market prices, such os foreign exchange rates, interest rates and equity
prices, will atfect the Group's iInceme or the value of its holdings of financial instruments

The Group hedges a proportion, as deemed appropnate by management, of its UK subsidianies sales and
purchases of inventory denominated in foreign currency by entenng info foreign exchange contracts Such
foreign exchange contracts typically have maturihes of less than one year

The Group rarely hedges profit franslahon exposure, since such hedges provide only a temporary deferral of the
effects of movement in foretgn exchange rates Similarly, the Group does not hedge its long-term investrments in
overseqs 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 fellows This 1s based on the carrying amount for monetary
financial insirurments except denvatives when if is based on notional amounts
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Sterling Euro Us dollar Other Total
31 March 2013 Notes £000 £000 £000 £000 £000
Cash and cash equivalents 16 (158) 423 1,604 432 2,301
Traode recelvables 15 5,989 2,736 6,068 4,006 18,799
Other recevables 1,484 35 174 202 1,895
Secured bank loans 17 {16,318) (5,956) (12,264) —_ (34,538)
Loan arrangement fees 17 403 — 150 — 553
Finance leases 20 (34) (1,719} (24) — 0,777)
Asset backed loans 17 (3.125) (3,219} (1,339 - (7,683)
Revolving credit facilities 17 - _ (658) —_ (658)
Bank overdrafts 16 1,416 18 (2,193} 423 (336)
Trade payables 21 (10,809) (3,352} (10,578) (3,552) (28,291)
Other payables 21 (584) (120) - - (704)
Financial hakilthes at fair value
through hedging reserve 20 (451) — — — (451)
Balance sheet exposure (22,187) (11,154) (19,060) 1,511 (50,890)

Sterling Euro Us dollar Other Total
31 March 2012 Notes £000 £000 <000 £000 £000
Cash and cash equivalents 16 2 1 176 2,289 3.168
Trade receivables 15 5,528 2,463 4,716 4,359 17.066
Cther receivables 1,031 20 275 30 1.697
Secured bank loans 17 (18,4100 (6.282) (13.162) — (37.854)
Loan arrangement fees 17 122 — 248 — 370
Finance leases 20 ) — (39 - (126)
Asset backed loans 17 (3.853) (1.585) 29 — (5.467)
Bank overdrafts 16 (65 (1.31%) arh 210 (1.945)
Trade payables 21 (8.73%) 207 6.739) (4.881) (22,376)
Other payables 21 637 (200) — — (737)
Financial liabilities ot falr value
through hedging reserve 20 (446) — — — (446
Balance sheet exposure (26,048) (8.849) (14,731) 2978 (46,650)

The following significant exchange rates applied dunng the year

Reporiing date

Average rate spot rate
2013 202 2013 2012
Euro 123 116 119 120
US dollar 158 160 152 160
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Notes to the financial statements continued
year ended 31 March 2013

26 Financial instruments continued
) Market nsk continued
Sensitivity anatysis

A 10% weakening of the following currencies against sterlng at 31 March 2013 would have increased equity and
profit or loss by the amounts shown below This calculation assumes that the change occurred at the balance
sheet date and had been apphed to nsk exposures exishng at that date This I1s transtational exposure

This analysts assumes that all other vanables, in particular other exchange rates and interest rates, remain

constant The analysts 1s performed on the same basts for 31 March 2012

Equuty Profit/(i0ss)
2013 2012 2013 2012
£000 £000 £000 £000
Euro 180 89 29 17
US dollar 1,733 1,339 (238) (560)
On the basis of the same assumptions, a 10% strengthening of the above currencles against sterling at
31 March 2013 would have decreased equity and profit or loss by the following amounts
Equity Profit/{loss)
2013 2012 2013 2012
£000 £000 £000 £000
Euro {220) (109 {35) ()]
US dollar (2,118) (1.637) 29 684
Interest rate risk
Profile
At the balance sheet date the interest rate profile of the Group's interest-bearing financial instruments was
2013 2012
Note £000 £000
Fixed rate instruments
Financial labilities (29,442) (31,9213
Variable rate instruments
Financial assets 2,301 3,168
Financial habilities (13,773) (13,345)
Loan arrangement fees 553 370
Finance leases (1,777) (126}
Net debt 16 (42,138) (41,854)

The fixed rate borowings above are shown after taking account of an interest rate swap (see note 17 for details)
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A change of 50 basis points (0 5%) in interest rates af the balance sheet date would have decreased eqguity and
profit or loss by the amounts shown below This calculaton assumes that the change occurred ot the balance
sheet date and had been applied to risk exposures existng at that date

Trus analysis assumes that all other vanables, in particular foreign currency rates, remain constant and considers
the effect on financial instruments with vanable interest rates, financial instruments at farr value through profit or
loss The analysis 1s performed on the same basis for 31 March 2012

2012 2012
Sensitivity analysis £000 £000
Equity
Increase — —
Decreqse 38 51
Profit or loss
Increase - —
Decreqse 38 51

f) Capital management

The Board’s pohcy 1s to maintain a strong capital base so as to maintain investor, creditor and market confidence
and to sustain future development of the business The Group is dependent on the contnuing support

of its bankers for working capital faciliies and so the Board s major objective is to keep borrowings within

these facilities

The Board managas 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 borrowtng as shown n the balance sheet), less cash and
cash equivalents The banking faciliies with our principal bank have covenants relating to interest cover, cash
flow cover and leverags, and our arhicles currently permit borrowings (including letter of credit facilities) to a
maximum of four times equity

Equity
2013 2012
Note £000 €000
Net assets attnbutable to owners of the parent company 51,888 47,804
Net debt 16 42,138 41,854
Trcdlng caprial 94,026 89,658

The main areas of capital management revolve cround the management of the components of working capital
including monitonng inveniory turn, and months’ production or cost of sales outstanding, age of inventory, age
of trade recevables, balance sheet reforecasting. monthly profit and loss, weekly cash flow forecasts and daily
cash balances Major investment declsions are based on reviewing the expected future cash flows and all mgjor
capital expenditure requires sign off by the Group Chief Executive Officer There were no major changes In the
Group's approach to capital management dunng the year A particular focus of the Group 15 leveroge measured
as the ratio of net debt {¢ pre-exceptional EBITDA which 1s measured on a menthly basis
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Notes to the financial statements continued
year ended 31 March 2013

27 Operating leases
Non-cancellable operating lease rentals are payable as follows

2013 2012

£000 €000

Less than one year 4,340 3.596
Between one and five years 9,844 11,749
Maore than five years 10,163 12,942
24,347 28,287

The Group leases a number of warehouse ond factory facilities as well as vehicles and office equipment under
operating leases The leases of warehouse and factory facilities typically 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 more than five
years Sub-lease payments of £303,000 (2012 £70.000) are expected to be received during the financial year

Dunng the year, £3,887,000 was recognised as an expense in the income statement In respect of operating leoses

(2012 £4.057.000)

28 Capital commitments

At 31 March 2013, the Group had outstanding authorised capital commitments to purchase plant and equipment

for £94,000 (2012 £656,000)
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29 Related parhies
2013 2012
£000 £000
Sale of goods
AB Alnck - Hedlund 394 404
Hedlunds Pappers Industn AB 35 81
Festive Producthons Ltd 56 72
Hedlund Import AB 7,915 4,645
8,400 5,202
Purchase of goods
AB Alnck - Hedlund —_ 7
Festive Productions Lid K] —
Hedlund Import AB 2,455 —
2,486 7
Recelvables
AB Alnck - Hedlund — 57
Hedlunds Pappers Industn AB 17 7
Festive Produchons Lid 36 —
Balance as at 31 March 2013 53 64
Payables
Hedlund import AB (475) —
Balance as at 31 March 2013 (475) —

Identty of related parties and trading

Hedlund Import AB and AB Alnck - Hedlund are under the ulhmate control of the Hedlund family S A Hedlund
15 a Director of Hedlunds Pappers Industn AB which 1s under the ulhmate control of the Hedlund family Festive
Productions Ltd 1s @ subsidiary undertaking of Malios AG, a compaony under the ullmate control of the
Hedlund family

P Dutton, Non-Executive Director, 1s marrled to Judith McKenna who was Chief Operating Officer of Asda UK and
1s now Executive Vice President of Strategy and International Development at Walmart Asda and Walmart are
significant customers of the Group

The above trading takes place in the ordinary course of business and on normal commercial ferms
Other related party fransactions
Directors of the Company and their immediate relatives have an interest in 50% (2012 49%) of the vohing shares of

the Company The sharehotdings of Directors are shown in the Directors’ Report on pages 20 to 23 No other shares
were 1ssued to Directors dunng the year (2012 nil)

Directors’ remunerahon

2013 2012
£000 £000
Remuneration 46 1.054
Compensation for loss of office —_ 558
Pension contnbutions 59 173
Employer national insurance contributions on the above remuneration 130 137
1,135 1,922

‘ £ Ol MBIAIOAD

Glo}§ Me|Ael sseusng

(T 01 9| BIUDUIBADD

09 0} 8Z S|DIDUDUY

International Greetings plc Annual report and financial statements 2013 71

|




Statement of Directors’ responsibilities
for the parent company financial statements

The Directors are responsible for prepanng the Directors’ Report and the financigl statements in accordance with
applicable low and regulations

Company law requires the Directors 1o prepare financial statements for each financial year Under that law

the Directors have elected to prepare the financial statements in 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 farr
view of the state of affairs of the Company and of the profit or loss of the Company for that perlod In preparing
those financial statements, the Directors are required to

+ select suitable accounting policies and then apply them consistently.,

* make jJudgements and estimates that are reasonable and prudent,

« state whether gpplicable UK Accounting Standards have been followed, subject to any matenal departures
disclosed and explainad in the financial statements, and

+ prepare the fincncial statements on the going concern basis uniess it 1s iInapproprnriate to presume that the
Company will continue in business

The Directors are responsible for keeping adequate accounting records that are sufficient to show and explain
the Company s transachons and disclose with reasonable accuracy at any time the financial posihion of the
Company and enable them to ensure that the financial 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 and detection of fraud and other irregulanties
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Independent auditor’s report
fo the members of International Greetings plc

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

31 March 2013 which comprise the Company Balance Sheet and the related notes 1 to 12 The financial reporting
framework that has been apphed in therr preparation 1s applicable law and United Kingdom Accounting
Standards (United Kingdom Generally Accepted Accounting Practice)

This report 1s made solely 1o 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 auditor s report and for no other purpose To the fullest
extent permitied 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 work, for this report. or for the cpinions we have formed

Respachve rasponsibilites of Directors and auditor

As explained more fully In the Directors Responsibiihies Statement set out on page 72, the Directors qre
responsible for the preparation of the Parent Company financial staternents and for being satisfied thot they
give a true and far view Our responsibility 1s 1o audit and express an opinion on the Parent Company finanaial
sicterments in accordance with applicable law and International Standards on Auditing (UK and reland) Those
siandards require us to comply with the Audiing Practices Board's Ethical Standards for Auditors

Scope of the audit of the financial statements

An audit nvolves obtaining evidence about the amounts and disclosures In the annual report and fincncial
staterments sufficient to give reasonable assurance thot the financial statements are free from matenal missiatement,
whether caused by fraud or error This Includes an assessment of whether the accounting policies are approprote
o the Parent Company's circumstances and have been consistently applied and adequately disclosed, the
reasonableness of significant accounting eshmates made by the Directors, and the overall presentation of the
financial statements In addihion, we read all the financial end non-financial information in the Report and Financial
Statements to identify matenal inconsistencies with the audrted financial statemenis If we become aware of any
dpparent matenal misstatements or Inconsistencies we consider the implicatons for our report

Opinton on financial statements
In our opinion the Parent Company financial statements
* give a true and far view of the state of the Company s affars as at 31 March 2013,

= 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

Opinton on other maters prescrbed by the Companies Act 2006
inour opinion

« theinformation given i the Directors Report for the financial year for which the financial statements are
prepared 1s consistent with the Parent Cornpany financal statements

Matters on which we are required to report by excephon

We have nothing to report in respect of the following matters where the Companies Act 2006 requrres us 1o report

to you If, in our opinion

+ adequate accounting records have not been kept by the Parent Company. or returns adequate for our audit
have not beenreceived 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 remunerahon specified by law are not made, or

+ we have not received all the information and explanations we require for our cucht

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

Wh _2em>/ ’
ndy Clewer (Sem&!fa ory Auditor)

for and on behailf of Ernst & Young LLP. Stafutory Auditor
Luton 27 June 2013
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Company balance sheet
as at 31 March 2013

2013 2012
Notes £000 <000
Fixed assets
Tongible assets 3 79 N
Investments 4 20,770 61,109
Total non-current assets 20,849 61120
Current assets
Debtors 5 48,376 3,528
Cash ot bank and 1n hand 5,722 8,544
54,098 12,072
Creditors amounts falling due within one year 7 (6,762) (6,641
Net current assets 47,336 5,43
Creditors amounts falling due after more than one year 3 (23,304) (26,842)
Net assets 44,881 32709
Capital and reserves
Called up share capital @ 2,838 2,750
Share premium account 10 3,38 3140
Capital redemption reserve 10 1,340 1.340
Mergerreserve 10 17,164 17164
Profit and loss account 10 20,221 15,315
Equity shareholders’ funds 44,811 39,709

International Greetings plc 15 registered in England and Wales, number 1401155

These financial statements were approved I
behalf by

P Fineman
Director

The nates on pages 75 to 80 form part of these financial statements

d of Directors on 26 June 2013 and were signed onits
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Notes to the Company financial statements
vear ended 31 March 2013

1 Accounhng policies - Company

Basis of preparation

The financial statements have been prepared in accordance with applicable accounting standards

(UK Generaily Accepted Accountng Practice) and under the histoncal cost accounting rules The following
accounhng policies have been applied consistently in decling with matters which are considered material
in relahon to the financial statements

Under Section 408 of ihe Companies Act 2006 the Company is exernpt from the requirement to present its own
profit and loss account and under FRS 1 the Company I1s exempt from the requirement to prepare a cash flow
statement on the grounds that @ parent undertaking iIncludes the Company in its own published consolidated
financial statements

The Company has taken advantage of the exemption in FRS 8 not to disclose transactions with its wholly
owned subsidianes

The Company has taken advantage of the exemption In paragraph 2d of FRS 29 Financial Instruments

Disclosures and has not disclosed information required by that standard as the Group § consolidated finoncial
staternents, In which the Company is included, provide equivalent disclosures for the Group under IFRS 7 Financial
Instruments Disclosures

Investment In subsidiary undertakings
The Company’s investment in subsidiary undertakings is stated at cost less any provision for impairment

Property, plant and equipment and depreciation

Depreciation 15 provided by the Company to wiite off the cost less the estimated residual value of tangible
property, plant and equipment by equal instalments over thetr estmated useful economic lives as follows

* leasehold land and bulldings fe of lease
« office equipment three to five years
« motor vehicles four years

Foreign currencies

Transachons In foreign currencies are recerded using the rate of exchange ruling at the date of the transachicn
Monetary assets and llabilifies denominated in foreign currencies are franslated using the rate of exchange ruling
at the balance sheet date and the gains or losses on translation are included in the profit and loss account

Leases

Where the Company enters into a lease which entails taking substantially all the nsks and rewards of ownership
of an asset, the lease 15 freated as a “finance lease” The asset is recorded in the balance sheet as a tangible
fixed asset and 1s depreciated over ifs estimated useful life or the term of the lease, whichever s shorter Future
instalments under such leases, net of finonce charges, are ncluded within creditors Rentals payable are
apportioned between the finance element, which 1s charged to the profit and loss account on a straight-ine
basis over the ife of the lease, and the capital element which reduces the outstanding obligation for future
instalments

All other leases are accounted for as "operafning 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 transachions with employees ts measured by reference to the far value at the date on
which they are granted and is recognised as an expense over the vesting penod, which ends on the date on
which the relevani employees become fully entitled to the award Far value s determined by an external valuer
using an appropnate prcing model In valuing equity-settied transactions, no account is taken of any service
and performance (vesting conditions), other than performance condifions inked to the price of the shares of
the Caompany (market condifions) Any other condihions which are required to be met iIn order for an employee
1o become fully entifled o an award are considered to be non-vesting condiions LUike market performance
condrtions, non-veshing condihons are taken into account in deterrmining the grant date far value

International Greetings plc Annual report and financial statements 2013 75

‘ Gl O} B MOIABI SSBuUIShg ‘ £ 0L MOIMBAD

£Z 9} §{ BOUDUIBACS

(9 0} 67 S[DISUBUI4




Notes to the Company financial statements continued
vear ended 31 March 2013

1 Accounting policies - Company conhnued

Share-based payments continued

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

At each balance sheet date before vasting, the cumulative expense 1s calculated, representing the extent to
which the vesting penod has expired and management’s best eshmate of the number of equity instrurnents that
wiil uhimately vest The movement in cumulative expense since the previous batance sheet date I1s recognised in
the Income statement, with a corresponding entry in equity

Where the Company grants options over its own shares to the employees of ifs subsidiaries, it recognises an
increase in the cost of Investment in its subsidianes equivalent to the equity-settled share-based payment charge
recognised In ifs subsidianes’ financial statements with the comesponding credit being recognised directly in
equity Amounts recharged to the subsidiary are recegrised as a reduction in the cost of investment in subsidiary
If the amount recharged exceeds the iIncrease in the cost of Investment, the excess 1s recognised as a dividend to
the extent that it refiects post-acquisiion profits of the subsidiary

Dividends on shares presented within shareholders' funds

Dividends unpaid at the balance sheet date are only recognised as a hability at that date to the extent that they
are appropnately authonsed and are no longer at the discreton of the Cormpany Unpaid dividends that do not
meet these chntena are disclosed in the notes to the financial statements

Deferred tax

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

Full provision without discounting 1s made for all timing differences which have ansen but not been reversed at the
balance sheet date

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

Deferred tax 1s measured on an undiscounted basis at the tax rates that are expected to apply In the periods
in whuch the timing differences reverse, based on tax rates and laws enacted or substantively enacted at the
balance sheet date

Employee benefils
Pensions

The Company operates a defined contnbution personal pension scheme The assets of this scheme are held
separately from those of the Company in an independently administered fund The pension charge represents
contnbutions payabie by the Company to the fund

2 Dividends
There were nc dividends paid in the year (2012 £nil)
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3 Tangible assets

Fixtures and
fittings Software Total
£000 £000 £000
Cost
Balance at 1 April 2012 202 10 212
Addifions 88 — 88
Disposals (165) _ (165)
Balance at 31 March 2013 125 10 135
Depreciahon and impairment
Balance as at 1 Apnl 2012 (195) ((®)] (201)
Depreciahion charge for the year an [€))] 20
Disposals 165 — 165
Balance at 31 March 2013 47} (?) (56)
Net book value
Al 31 March 2013 78 1 79
At 31 March 2012 7 4 11
4 Investments
Net book
Cost  Impaiment value
Shares in subsidiary undertakings <000 £000 £000
At 1 April 2012 63,769 (2,660) 61,109
Disposal to other group undertakings (41,5659} 1.211 (40,348)
Share options charge relating to subsidiary employees Q — g
Balance at 31 March 2013 22,219 (1,449) 20,770
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Notes to the Company financial statements continued

year ended 31 March 2013

4 Investments continued

As part of a Group re-organisation on 31 March 2013 the Company sold its Investrments in Anker International PLC,
Alligator Bocks Lid and Scoop Designs Lid for therr net book values to International Greetings (UK) Lid

The main trading subsichanes and associate undertakings of the Company are as follows

Percentage
Country of of ordinary

Cornpany Incorperation Principal activity shares held
Subsidiary
Internahional Greetings Great Britain Manufacture of gift wrapping paper, bows 100
(UK) Limited distnbution of photo albums, frames,

and nbbons, stationery and Chnstrmas

related products, children’s book publisher

and packaged gifts
International Greelings USA. Inc US Manufacture of gift wrapping paper, bows 100

and nbbons
Internctional Greetings Hong Kong Trading company 100
Asia limited
The Shenzhen Gift International China Manufacture of Christmas crackers 100 ndirect holding)
Greetings Company Limited
The Huizhou Gift Interngtional China Manufacture of Christmas crackers 100 (ndirect holding)
Greetings Company Limited
Hoomark BV Netherlands Manufacture of gift wrapping paper 100 (ndirect holding)
Anchor International BV Netherlands Distnbution of photo albums, frames, 100 (ndirect holding)

stationery and Chnstmas related

products
Artwrap Pty Lid Australia Design and distnbution of gift wrap 50

and greetings products

Artwrap Pty Ltd has been accounted for as a subsidiary from 1 August 2009 The Group exercises significant
Influence over the strategic decision making within Artwrap by way of a shareholder agreement At the current
tme the Group also holds an ophon to purchase the remaining 50% share

5 Debtors
2013 2012
Note £000 £000
Trade debtors 2 2
Amounts owed by Group undertakings 47,661 1.802
Other debtors 203 545
Prepayments 303 384
Deferred iax assets (s} 207 795
48,376 3,528

Included within debtors 1s £34,849,000 (2012 £nil) expected to be recovered in more than twelve months

The deferred tax asset In the Company 1s recoverable after more than one year
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6 Deferred tax asset

£ 041 MBIABAQ

2013 2012 «
£000 £000 e
Ditference between accumulated depreciation and capital allowance 86 o7 g
Tax loss carned forward - 495 3
Cther hming differences 121 233 =
207 795 2
S
7 Creditors amounts falling due within one year “
2013 2012 -
£000 €000
Bank loans, overdrafts and revolving credit facility 3,845 3.050 S’
Loan arrangement fees (145) (122 §
Trade creditors 330 495 9
Amounts owed to undertakings 1,326 1,463 8
Other taxes and social secunty M — g
Other craditors 361 840 n
Accruols 934 215
6,762 6,641
Refer to note 17 of the Group s financial statements for mere details of the terms of the bank borrowings i
8 Creditors amounts falling due after more than one year §
2013 2012 @
£000 £000 &
Bank loans 23,562 26,842 %
Loan arrangement fees (258) —
Bank loans 23,304 26,842 -
% Share capital
2013 2012
£000 £000
Allotted, called up and fully paid
56,767,225 (2012 55,006,625) ordinary shares of 5p each 2,838 2,750

Refer to note 22 of the Group's financial statements for defalls of movements and note 25 for details of share options
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Notes to the Company financial statements continued
year ended 31 March 2013

10 Reconcilichon of movements in shareholders’ funds

Share Capiial Equity
Share premium redemption Merger Profit and  shareholders
capital account reserve reserve [oss account funds
£000 £000 £000 £000 £000 £000
At 1 Apnl 2011 2,698 3,046 1,340 17,164 17,819 42,067
Loss for the year — — —_ — (2,547} (2.547)
Ophions exerclsed 52 o4 — — — 146
Share-based payments — — — — 18 18
Share options charge relating
to subsidiary employees — — — — 25 25
At 1 Apnl 2012 2,750 3.140 1,340 17,164 16,315 39.709
Profit for the year — — — -_ 4,884 4,884
Options exercised 88 178 — — — 266
Share-based payments — — — — 13 13
Share options charge relating
to subsidiary employees — — —_ o 9 9
At 31 March 2013 2,838 3,318 1,340 17,164 20,221 44,881

Within the profit ond loss account 1s a cumulahive amount of £161,000 (2012 £152,000) which 1s unrealised in
respect of share ophons granted to subsichary employees

11 Share-based payments
Plecse see note 25 of the Group’s financial statements for details of share-based payments

12 Conhngencies

The Company has given, together with certain of s subsidiary undertakings, an unlimited composite joint

and severdl guarantee in respect of the bank loans and overdrafts of itself and its subsidianes The total of this
guarantee at the year end, in relahon to the Company only, was £11,926,000 (2012 £13.827.000) in excess of the
amount dealf with in the Company’s financial statements
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