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Reshaping
our business




Our Group today

StIvesis a unique group of market-leading companies that come together to create the most
comprehensive and diverse range of marketing services and print solutions available in the UK

Equipped with a wealth of experience inthe retall, publishing and commercial markets, our
experts employ the mostinnovative thinking and technology to deliver awide rangeof high
quality products and services We provide tailored end-to-end communications solutions in
consultancy, data management, campaign management, media production, fulfilmentand

field marketing

By following our focused sirategy over the next three years we aim to grow, diversifyand
reshape the business to enable us tc enhance our customer value propositions Qurgoal 1s
to provide publishing and marketing solutions which are second to none whilstadding value

forourstakeholders
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How we performed

Financial highlights

£296.8m

Underlying* revenue
2010 £291 4m

£20.9m

Underlying® profit before tax
2010 £178m

£16.9m

Profitbeforetax
2010 loss£13 2m

14.45p

Underlying* earnings pershare

13.22p

Basic earnings per share

2010 1183p 2010 10 87p
5.25p £16.3m
Total dividends per share Netcash

2010 3 S0ppershare

2010 netdebt£2 7m

Before non-underlying tems which compnise restructunng charges provision releases operating results of non-continuing operations amartisation

of acquired intangibles and one-off iterns

All figures for revenue, profit and eamings per share are based on continuing operations

Operational highlights

« Significant further progress in reshaping the Group

- Disposal of the Magazine pnnting business in Aprl reduced exposure to commodity print

= Acquisition of Tactical Solutions in February, and Response One and Pragma since the
year end, enhance our marketing services offering

« Continued investment in organically grown marketing services

= Further successful cost reduction initatives across Print segment, and investment in

digital production

+ Winning additional market share new contracts include HSBC, RAC and Hachette
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Stives Group ata glance

Our business operates In two
distinct markets Print and
Marketing Services St lves’
growth strategy aims to
develop its publishing

and markgting services
prapasitions by cultivating
arange of services and a
toolbox of delivery capabilties

Our Marketing Services offer
has strengthened following
the recent acquisiion of
Response Cne, a data
marketing company and

retall and consumer strategy
company, Pragma Both
companies complement the
existing added value offenings
available from the Group

Print

Books

We produce 160 million books
each year — from classics

to best sellers such as One
Day and the Twilight senes
We provide a complete
pubhshing proposition from
digital book solutions and
digital print on demand, to
warehousing, tnventory nsk
management and distribution

Exhibitions
and Events

QOur large format display
materials are used across
many markets for application
In event, interior display,
outdoor media, sponsorship,
retall, visitor centres,
showrooms and

expernental marketing

Point of Sale

Many of the UK’s best known
brands and retailers rely on
us lo deliver quality displays,
point of sale matenals,
market research, store
audtts, logistics and related
added value services

Our operations
across the UK

Monochromatic books

Visual consultancy

Retail and brand POS

Distnbution Graphics production Research
Logistics Giant media Store audits
Pnnt on Demand Qutdoor graphics Logistics
Inventory risk management Exhibition and events Digtal screen media
Display products .
Iéocat:ons Sports and sponsorship Locations
ungay branding Birmingham
London Burnley
Locations Redditch
Glasgow
London
Naottingham
Skelmersdale
Contribution to Group sales Print

Print
A Books 26%
B Direct Response

and Commercial 28%
C Point of Sale 29%

D Exhibitions and Events  12%

Marketing Services

E Data Marketing 2%
F Field Marketing 3%
Acquired June 2010

**  Acquired February 2011

All figures are from continuing operations before non-underlying tems
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Direct Response
and Commercial

We have a long-standing
reputation for the praduction
of direct mail, packaging and
corporate and marketing
terature, additionally, we
support this offenng with
data services and digital
multichannel marketing
campaign solutions

Marketing Services

Data Marketing

Our data management and

data insight services are
empowering marketing
communications for
some of the UK's best
known organisations

Field Marketing

Tactcal Solutions 1s a field
sales and marketing company
which consistently delivers

a measurable return on
investrment for leading
retallers and brands across
the UK and Ireland

Consultancy Services

The recent acquisition

of Pragma, a leading
consultancy specialising In
retall and consumer markets
has enhanced our consuling
capabilities Our strategic and
analytical approach provides
a complete marketing services
solution focused onimproving
return on Investment

Direct Mall

Digital print

Personalisation

Commercial prnint

Business Process Quisourcing
Vendor Management

Print Management

Specialist print

Financial Report & Accounts
Fine art pnnting

Locations
Blackburn
Bradford
Edenbndge
Leeds
London

Database management
Data analysis

Data insight

Campaign management
Data inteligence

List and media planning
Media sales

Campaign delvery

Locations
Bath
Chilcomgpton

Field sales services
Trade marketing
Sales training
Interim management

Location
Flintshire

Business audits

Retail strategy and insight
Market research
Commercial Due Dligence
Investor services

Site surveys and compliance
Cnhne Campaign
management

Digital media solutions

Locations
London
Leeds
Redditch
Twickenham

Marketing Services
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Chairman’s Statement

“Great efforts have been
made to concentrate
on those segments
of the market where
customers’ needs
match our capabilities.”

Richard Stillwell
Charrman

Investing in
our business

Thrs 15 the first statement since | took over the
Chairmanship from Miles Emley wha stood down
at the end of Apnl

Miles Emley

Miles had been on the board of St lves since 1992 For
most of his 19 years on the board he was either Executive
or Non-Executive Chairman The board and the Company
owe hum an enormous debt of gratitude for his exemplary
service and contribution to the Company

Strategic Development and Performance

The last 12 months have seen important strides forward
for St Ives The board continues to re-affirm the strategy
for the Company of strengthening our pasition in more
atlractive and higher growth marketing services activities
where our strong customer relations ¢an he reinfarced by
offering a focused portfolio of high added-value print and
marketing services, and of moving away from commoditised
print markets

Cur acqussition of Tactical Solutons in February and

our divestment of the Magazine printing business In
Aprl were important milestones in changing the shape
of the business Since the financial year end two further
acquisitions — Response One and Pragma - have further
advanced the creation of a significant and differentiated
marketing services offenng We anticipate further strong
evidence of the implementation of the strategy over the
next few years
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The Executwe team has made excellent progress in
delivering important strategic changes whiist at the same
time improving the performance of the Group’s remaimng
pnnt activities, and this will remain their key area of focus
tn the foreseeable future

The Board and Staff

Tony Stuart joined the board as a non-executive director
in January For many years Tony worked with Rothschild
and for part of that time acted as advisor to St lves

He has retired from Rothschild and 1s therefore an
independent director We welcome him te the board
and look forward to his contnbution In Apnl he was
appointed as Chairman of the Remuneration Commuttee

Mike Butterworth remains as Chairman of the
Audit Committee and Simon Marquis 1 Senior
Independent Director

Durnng the year the board established a Nomination
Committee, which 1 shall chair, and approved terms of
reference for it The board also re-affirmed the strang
ethical standards expected throughout the Company

in the context of a code for compliance with the recently
enacted Bribery Act

The board takes a particular interest in the health

and safety of all the Group's employees There 1s an
unequivocal message from the board that health and
safety 1s the number one priority The executive directors
are constantly ensuring that this message 1s understood
and acted upon throughout the organisation

On behalf of the board | would like to thank all members
of staff for therr ongaing support and commitment
Penods of economic uncertainty and structural change
bring particutar challenges and the loyalty of the
waorkforce 1s much valued

Current Trading and Outlook

The UK economy remains in the doldrums Prnt demand
as a whole remains sluggish However, as seme of our
customers take initiatives to generate demand there are
some bright spots Salutions provided by our newly
acquired markeling services businesses are in demand
A new multi-milion pound prnt and services contract
with HSBC, won against strong competiion, 1S coming on
stream In the next few months The Clympics are likely to
provide a backdrop for significant marketing intiatives in
a number of sectors which will lead to enhanced demand
for products and services provided by St lves

Qur intention 1s to use our strong balance sheet to
continue 1o acguire and invest in quality businesses to
reinforce our enhanced marketing services offenng and
to ensure robust and resilient performance in the long
term At the same time, management are continuing

to focus on cost and manufacturing efficiencies in our
print operations

The board remams confident that the reshaping of the
business around a differentiated marketing services
business will generate stronger returns, with the drive

for increased efficiencies in the retained print businesses
further underpinning performance

Ql/\)-s/\/\/w Nl SR

Richard Stillwell
Chairman

4 Qctober 2011
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Chief Executive’s Performance Review

“The Group continues to
restructure its activities
and implement plans to
reposition the business.”

Patrick Martell
Chief Executive

Expanding
our capabilities

We are pleased to report further significant financial
progress, the continued development of aur marketing
services capabilities and the ongoing success In
repositioring the business away from commoditised
print markets

We have again taken action to reduce our costs and
improve efficiencies in our print operations whilst
Investing for growth 1 our marketing services businesses
Further to the recent acquisiton of Tactical Solutions

we are detighted to have announced the acquisition

of Response One and Pragma Consuiting As with our
previous acquisitions they are strong businesses with
excellent management teams, have poteniiat to grow
and are a great fit with our strategic reshaping

We finished the year with a cash balance of £16 3 mitlion
despite the cash cost of the ongoing restructuring and
the acquisition of Tactical Solutions In addition, we are
pleased to have once again further strengthened the
balance sheet with net assets increasing by £6 7 million
to £136 6 milion

The board recommends a final dividend of 3 50p making
a full year dividend of 5 25p {3 50p in 2010} If approved,
the final dividend will be paid on 23 December 2011 to
shareholders on the register at 2 December 2011, with
an ex-dvidend date of 30 November 2011
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Trading conditions durning the year continued to be
very tough as the economic climate remained subdued
Underlying Group revenue of £296 8 milllon was 1 8%
higher compared to the previous year as our marketing
services segment offset the decline in print revenues
We have made further significant progress in improving
the underlying operating profits of the business to

£21 3 million (2010 — £18 8 million) and we are pleased
that progress has been made in both reporting segments
due to the actions taken to reduce costs and improve
manufactunng efficiencies In the print cperations

and the investment made to grow our marketing
services segment

Print

Cur Pnint operations represented 95 3% of Group
external sales for the year This compnses the Books,
Exhibiion and Events, Point of Sale and Direct Response
and Commercial print businesses

2011
£000

2010
£000

Print total revenue before
non-underlying items

Print cperating profit before
nan-underlying items

282,736 290,541

20,870 18,966

Books

The Group's book business accounted for 27 3% of

the Print segment revenues Sales were down by

3 3% compared to the previous year at £77 1 million
(2010 - £79 7 million) but once again we benefited from
increased market share and growth In our added value
and distribution services Actions taken to improve
manufacturing efficiencies and reduce costs mitigated
the simpact of lower revenues and the business continues
to perform very well

The investments into digital pnnt and print-on-demand
continue o be very successful and we are delighted to
have made a further strategic and unique investment
in digital production Working with our technology
partners, we have invested in an integrated digital
system which significantly extends the run length

at which digital production i1s a better solution than
conventional manufacture

Our strategy 1s to provide services that enable our
customers to profitably produce physical books in smaller
quantities, ensure their avallability, deliver them directly
and 1n so deing minimise the nisk associated with holding
stock We continue to assess the impact upon volumes
from eBook sales which remain at ievels lower than

those reported 1n the US We are very confident that our
ongaing investment in this business will ensure we remain
the market leader, are able to respond to the dynamic
changes In this market place and continue to Increase
our market share We have renewed a number of our
contracts dunng the year including that with Hachette

Being able to provide extensive conventional and digital
preduction, an integrated warehouse facihty and post
preduction services from a single point enables us to
provide a unique service whilst reducing the cost and
time of fulfilment As a result of our superior levels of
service and reliability, we have again produced the
majonty of the bestselling books which included the
following titles

For Penguin ‘How hard can it be? by Jeremy Clarkson
and ‘Life and Laughing' by Michael Macintyre, for Hodder
‘One Day' by David Nicholls, for Headline ‘The Family' by
Martina Cole, for Little, Brown ‘Post Mortuary’ by Patricia
Cornwell, for Transworld ‘Madeleine’ by Kate McCann, for
HarperCollins ‘The Correcttons’ by Jonathan Franzen, for
Bloomsbury 'The Finkler Question’ (Booker prize winner)
by Howard Jacobson, for Random House A journey’ by
Tony Blarr, and for Onon ‘The Tiger's Wife’ (Orange prize
winner) by Tea Obreht

Exhibitions and Events
Sales for the exhibitions, events and outdoor media
business represented 12 3% of Print segment sales

Sales of £34 8 midhon (2010 - £31 3 million) were 11 4%
ahead of last year but the margins were impacted by the
short-term cost and disruption caused by the move of our
principal site from Wandsworth to Chessington The move
has been completed successfully and the business 1s
well pfaced to benefit from this new facility and ahead of
the Increased achivity associated with the 2012 London
Olympics In addition to the new facility, we have invested
in additonal digital output and implemented a new IT
system for the business




8 Stlves ple Annual Report and Accounts 2011

Chief Executive’s Performance Review continued

Pomnt of Sale

Point of sale matenal for the UK retallers and international
brands represented 30 3% of Print segment sales at

£85 7 millon (2010 - £81 8 millon) Demand continued
to be resilient albeit the pressure on margins remained
intense We have invested in additonal digital output
capacity dunng the year and remain the market leader

Direct Response and Commercial

Direct response and cammercial printing accounted for
30 1% of sales Iin the Pnnt segment Market conditions
continued to be extremely challenging and excess
capacity and a trend to marketeers spending on alternative
media again exerted downward pressure on prices As a
result we have taken action to reduce our costs, improve
efficiencies and reduce capacity

Sales in the direct response and commercial businesses
fell significantly compared to the previous year at

£85 1 milion (2010 - £97 8 million) The impact upon
operating profit was mitigated by the actions taken to
reduce costs We continue to keep this business under
close review given Its exposure to commoditised

print markets

Our strategic
objectives

Cur goal I1s to grow and
diversify the business

Stabilise

while adding value to all — Reducecost
of our stakeholders and

shareholders We am to — Strengthen

do this through three key balance sheet
obyjectives

Marketing Services

Marketing Services, which accounted for approxamately
4 7% of external sales, includes our data management
business, Occam, our recently acquired field marketing
business, Tactical Solutions, and our organically grown
consultancy offerings

2011 2010

£'000 £000

Marketing Services total revenue 14,054 888
Marketing Services operating profit

before non-underlying ttems 450 (216)

Data Management

Occam is a leading supplier of marketing management
software and innovative data-driven solutions for direct
marketing Occam represented 48 5% of Marketing
Services sales at £6 8 million (2010 - £0 9 million) of
revenue We have invested significantly in this business
during the financial year to ensure that we have a stronger
base both in terms of people and Infrastructure that will
support our growth plans We have recently secured
new contract wins with the RAC, Albemarle & Bond and
a pannership agreement with IBM as a reseller

— Site closures
— Headcount reduction
— Capex reduced

- Significant working
capital improvement

- 100% completed

Magazine
business sold

Investment in
digital output

Senior management
replaced

80% completed

Consolidate Grow

~ Improvefinancial — Largeclentwins
performance — Crosssell

— Disposal of _ Extend range
non-core of services
operations

— Targeted
investment

-~ Margin improved - HSBCwn

Cross selling ganing
momentum

Organic consultancy
offerings launched

Four acquisitions
completed

Ongoing
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We continue to invest to build this business and our
overall capabihties within the market for data-driven
insight and business intelligence We are delighted

with the acquisition of Response One, completed on

14 September 2011, which will add further scale and
capability in this growing market Established in 1998,
Response One 1s one of the UK's leading and fastest
growing data marketing businesses The business helps
its clients to design and dehver effective customer and
prospect communications through more inteligent use of
data Principal services include specialist media buying
and sales, improving data quality and insight, strategic
campatgn planning, and print management By integrating
these services into one solution, Response One has created
a unique offering that has transformed mult-channel
marketing activities for organisations across the UK

Field Marketing

Tactical Solutions was acquired in February 2011 and
represented 51 5% of Marketing Services revenue at
£7 2 million The business is one of the UK's feading
and fastest growing field marketing companies working
with major brands and retallers {o dnive sales in store
Its abihity to deploy a nationwtde team of hughly skilled

Publishing Solutions

sales professionals enables the business to deliver
measurable return on investment for its chents within
the retait and FMCG sector

Consultancy Services

Qur acquisition of Pragma on 20 September 2011,

a leading high growth consultancy specialising in

retall and consumer markets, 1s a further step to extend
our services within these markets We beleve there
are opportunities for the Group to provide products
and services that help drive sales by understanding,
predicting and influencing consumer behaviour
Pragma are urigue In combiming rigorous analytical work
with innovative ideas and commercial implementation
skills Their key strength s in understandmng how
customers behave and what motivates them to buy

Pragma will add signtficant strength to our organically
grown consultancy offenngs where we have invested
during this financial year

Marketing Solutions

St lves will grow its marketing services, print and book production businesses through a strategy to develop a range of
services and a toolbox of delivery capabilities that will cover all aspects of the supply chain for below-the-line marketing
activity and all aspects of production and distnbutron of digital and physical bocks

Utiising our unique breadth of capability in marketing solutions and publishing sofutions we will deliver improved return

on investment for our customers
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Chief Executive’s Performance Review continued

Balance sheet

The balance sheet has been further strengthened during
the year and the Group continues to be very well invested,
as a result, capital expenditure was again lower than
depreciation at £8 9 milhon Undertying cash flow remains
robust and the year ended with a positive cash balance of
£16 3 milion (2010 - net debt £2 7 milhion), an excellent
performance given the impact on cash of funding the cost
reduction actions and the acquisition of Tactical Sclutions,
partially offset by the proceeds on the sale of the
Magazine pnnting business

We disposed of sites in Edenbndge and our London
head office dunng the year and continue to hold a surplus
property for sale in Crayford

The Group's strong financial postion, even after the
recent acquisitions of Response One and Pragma,
ensures we have the necessary flexibiity to invest to
improve our business and take advantage of further
sutable acquisition opportunities to deliver our strategy

Strategy

Our results this year show that we have made further
progress (n restructunng our current business, developing
our marketing services segment, and improving
effictencies in our existing pnnt businesses We have

Key performance indicators
The board uses a range of key
performance indicators {'KPIs') to
measure past performance and as
a basis for future planning The
most significant KPls used by the
Group are financial which are set
out below and reflect the prionties
and focus of the board Those KPls
In respect of environmental and
employee matters are referred to in
the report on Carporate and Social
Responsibility included withun the
consehdaled financial stalements

"

Continuing operations before non-undertying items
Operating profit converted 1c free cash flow before non-underlying items

mvested in those businesses where we will conbnue to
generate acceptable margins and exited markets where
we do not believe it will be possibie to generate a
satisfactory retumn on investment, thereby reducing our
exposure to commoditised markets Most importantly we
are making significant progress 1n building a different
business model and revenue siream in marketing
services following the acquisition of Occam, Tactical
Solutions, Response One and Pragma in addition to

our ongoing vestment to bulld our organically grown
nan-print offerings  Qur businesses are well invested and
given the changed business model, capnal expenditure
going forward will remain at these lower levels

The Group benefits from strong relationships with blue

chip organisations across a number of markets Within the |
Print segment we continue to invest to extend the offening
to our book pubhshers beyond just manufacture, to
enable us to produce only in guantities that need to be
printed and made available for sale, when and where
required In addition, we have invested in print to support
our marketing services offenng but not where print 1s
differentiated by price alone

We will continue to build upon our offenng of non-print
services both through acquisition and organic
development We are very pleased with the quality and
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range of our services that provide efficient and effective
execuhion of marketing campaigns across a number of
markets and for blue chip organisations Qur ability to
provide products, services and insight that influence
consumer behaviour and drive sales 13 essential to being

able to demonstrate a return on investment to marketeers,

retailers and brand owners

The recently won contract with HSBC supports our
decision ta invest in bullding a Group sales team able
to provide a range of services from a single point

Outiook

The Group has made good progress In Improving the
performance of those print businesses that support our
marketing services offering whilst reducing its exposure
to commoditised markets Through acquisiion we have,
and will continue to bulld, a significant and broad offenng
that drives the effectiveness of multi channel marketing
across a range of markets Trading condiions within our
tradional pnnt markets, as a result of both ¢cyclical and
structural changes, remain extremely difficult and we do
not expect these pressures to ease In the foreseeable
future We will keep the cost base and performance of
these businesses under review and will not hesttate to
take further action if required

Reshaping our business

We are very pleased with our progress and performance
in the current economic cimate as we continue to invest
to reposition the business for the future We start the

new financiat year having again improved our financial
performance and have made good progress In executing
our strategy We are confident that the actions we have
taken to date and the sirategy we are pursuing will ensure
the Group continues to prosper Qur financial strength
will enable us to continue to Invest and reposition the
business despite the current econcmic conditions

and in the face of ongaing structural changes to our
traditional businesses

We believe that within the next three years 30 to 40% of
the Group's profit will denive from our Marketing Services
segment and that, despite the challenging chimate, we will
be able to continue to invest for the long term benefit of
our shareholders

Patnck Martell
Chief Executive

4 Qctober 2011

We are refocusing and reorganising our business Today we are a unique group of
market-leading companies that combine to provide the UK's most diverse range of

marketing, print and display services

Our businesses complement each cther perfectly specialists in their own night but
there to support the Group and create a portfolio of marketing services unequalled

in the UK

The following pages illustrate how we are reshaping our business through our grawth
strategy initiatives and developing the Group’s publishing and marketing services in

line with our customer value proposition




1 2 St tves plc Annual Report and Accounts 2011

Reshaping our business: through digital point of sale...

Growth from
group opportunity
for St lves

Digital Media

“Up to a 79% increase in sales of Eristoff was
achieved, whilst Bacardi Breezer has increased
category share over the first two months.”

ncreasensalesup to

79%
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Bacardi (Brown Forman Brands) sought to
develop aflexible Point of Sale (POS) solution
fortwo product iines, Enstoff Vodkaand
Bacardi Breezer The brand wishedto
Increase message engagementat the
pointof purchase and promote a higher
awareness of the products Bacard
employed Stives Digital Media to provide
amore efficient alternative to static POS
whichwould be more effective at capturing
audiences’ attention

Response

Digital Media’s response was to provide an innovative
way of engaging shoppers n a retarl environment by
deploying Its latest e-paper technology which provides
animated imagery and messaging at POS The displays
can hold a range of changeable data and are ideal

for communicating price promaotions, the ability to
change price data gquickly and simply, was believed

to be very beneficial to both Bacard and the retaller
The ightwetght e-paper displays have very low power
consumption and are powered by rechargeable lithium
battenes, providing five months' of power at a time

Outcome

The campaigns were carned out with Wineflair stores in
Northern Ireland and were regarded as very successful
by the chain's Marketing Manager, Andrea Carson,
“The e-paper campawgns have demanstrated clear
sales and operationa! benefits The technology requires
Iittle management whilst the pnce-change capability
has allowed us to react maore quickly to market demand
than traditional POS "

Up to a 79% increase in sales of Enstoff was achieved,
whilst Bacard Breezer has increased category share
over the first two months St tves Digital Media are now
working with Bacardi on new e-paper opportunities
across the portfolio

Shelf edge
e-paper POS
attracts attention
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Reshaping our business: through business consultation...

Providing a
competitive edge
for gaming giant

“The result has enabled GAME Group
to access over 221,000 pieces of store
information and 16,000 store images.”
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Europe’s leading computer and video games
retailer, the GAME Group (which includes
GAME Stores and Gamestation) were
struggling to capture accurate store data,
gana clearerunderstanding of their stores,
and enable them to send the nght printed
materials to each store and develop a more
tallored approachto in-store marketing

GAME Group required a centralised online database
and print allocations tool which would deliver the
benefits of accurate store survey data The database
would hold detailed store data and images from GAME
and Gamestation stores simultaneously

Response

Forward Thinking {marketing and business consultancy)
and Connected Thinking {on-Iine solutions) provided a
comprehensive range of umque services — the most
important component was Datastore, a purpose-built
online, multi-functional marketing database, which
houses data and images captured through store
surveys The datastore tool also includes a print
allocations tool to ensure exactly the nght printed
matenals are sent to each store

Outcome

The project, surveying over 650 stores, was completed
on schedule over a penod of 29 weeks The result has
enabled GAME Group to access over 221,000 pieces
of store information and 16,000 store images POS
allocations and pnnt quantites for GAME and Gamestation
In-store campargns are now creaied using the data
housed within Datastore

Forward Thirking's solution saw GAME experience
a weekly cost saving of 1-2 5% on their standard
weekly campaigns Other benefits include reduced
wastage, improved campaign/creative planning
and improved compliance and qualty of POS
campaign implementation
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Reshaping our business: through field marketing...

The in-store eyes
and ears for a
family favourite

“Heinz product availability in store for
grocery increased from 92% to 96.5%.”

Groce!

92% t0 96.5%
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Heinz has one of the biggest brand
presences acrossthe UK's top four multiple
retailers, as such, the crucial determinant of
its success 1s in-store availlability Products
must be restocked quickly because when
availability falls, sales quickly decline

Having acquired our existing client HP in 2005,

Heinz were immediately tmpressed with HP's excellent
in-store visility of its products As a result of this

they procured the help of Tactical Solutions In order

to improve the availabiity of each Heinz SKU {Stock
Keeping Unit) in stores Our aim was to ensure

each SKU was fulty stocked in the night place at

the right tme

Response ,
Our dedicated solus teams developed refationships

with the store managers, together they monitored

displays, ensunng distnbution and capacity were

maximised at all tmes The data we received on a

weekly or fortnightly basis enabled us to prove that

sales Increase when avallability 1s hngh This helped

Heinz by bulding the case to allocate extra shelf

space o stronger performing products

Outcome

We were able to demonstrate to Heinz how effective
interventions can have an immedtate impact on sales
Our proven success has grown the size of the solus
team, with spend increasingly diverted away from
conventianal advertising We are now known as the
Heinz Retall Sales Team, a testament to the strength
of our relationship and our proposition
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Reshaping our business: through field marketing...

Healthy results for
major snack brand

“The Tactical Solutions team made
10,116 store visits in nine weeks and
had 6,124 meetings. From these 4,565 deals

were closed, giving an impressive strike
rate of 74%.”

Strike rate of

4%
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Kellogg's i1s one ofthe nation's favourite
brands, with a portfolio of household name |
products from Cornflakes to Elevenses

Oat Bakes Withrvals attemptingtogaina
foothold in the Independent’s snack sector,
Kellogg's realised the importance of stock
avallability to success Anyresponsestothe
task would need tomeet Kellogg's broader
objectives, of doubling the size of its snack
business and blocking the competitor’s
routeto market

Response

Tactcal Solutions assembled a team of 22 members to
act as an extension of the Kellogg's team Visiting over
10,000 independent grocery outlets, the team worked
directly with independents and cash-and-cames to
achieve optimum availability and maximise sales
potential Their objective was to promote Nutrgrain

to those who didn't already stock it and expand the
range of those who did In each store, an executive
would pitch Nutrigrain to the buyer, explaining its
benefits and its vatue to the retailler With an order
agreed, they would buy the required amount of stock
from cash-and-carry chain Bestway, deliver it back

to the store and assist with merchandising and point
of sale where necessary

Outcome

The Tactical Solubions team made 10,116 store wisits
In nine weeks, having 6,124 conversations with key
decision makers and closing 4,465 deals, giving an
impressive strike rate of 74% As a result, Bestway's
stock was completely emptied, with 16,065 cases of
Nutrnigrain sold at a value of £157,000 In total, 7,751
new Nutrigrain distribution pomnts were added across
four product vanants

Repeat purchasing from these new distribution points
alone achieved total payback for the activity in a matter
of weeks

7,751 new product
distnbution poinis
added across
independent
retalers
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Reshaping our business: through retail display...

Check shirt
superhero drives
Increase in sales

“Displaying the checked shirts as the
clear hero product provided Levi’s with
a 46% uplift in sales during the four week
promotional period.”

Uphftinsales of

46%
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One of the world’s most iconic brands, Levt
Strauss Europe, engaged SP's services to
help promote theirspring collection ForLevi
Strauss Europe the mostimportanttrend

for spring was checked shirts which they
wanted to Iink to their renowned classic jean
collections, as a newtake on a classic look
The customerrecognised that inthe retail
fashion industry a strong visualimpact s
essential Assuch, apromotional strategy
was required that would attract attention and
lead to Increased sales

Response

Lewv Strauss Eurcpe enlisted the help of SP to create
an overall package with a unique took and feel for the
collection which would also allow for vanability between
standard, flagship and premiurn stores

Lew store window displays were re-evaluated and
enhanced with strong visuals m order to heavily
promote the new season checked shirts SP created

a dramatic look for the standard window displays with
a ‘curtain’ of checked fabrc and steel bars to hang
products from ‘S' hooks The team alsc designed a
simple graphic sticker to effectively differentiate the
key products For the premium stores cable reels were
stenciled with “check me out” to Increase the sense

of mmediacy

Outcome

All matenals were produced and sourced by SP and
delivered to 300 standard stores, and 55 flagship and
premium stores, over a four week penod Displaying
the checked shirts as the clear hero product provided
Levr's with a 46% upiift in sales during the four week
promotional period

355 individual
store windows
dedicated to
check shirt
promotions
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Reshaping our business: through giant media...

Off the wall
posters create
a buzz

“44 giant display installations
across Liverpool city centre
increase visitor numbers.”

Grantdisplay installations

44
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‘Through the Wall' is a project designed

by National Museums Liverpool (NML) to
showcase Liverpool’s cultural nches in public
areas around the city NML were keento
create as much impact as possible and
therefore employed Service Graphics to
create a series of large murals which would
draw attention to the city's cultural venues

Service Graphics were asked to produce and install
large scale graphics onto the walls wathin the Liverpool
Arena and Convention Centre in order to create the
illusian that the viewer was [ooking through the wall into
another space The team had to combat great technical
1ssues with regards to the size of the graphics and
surfaces The giant images requtred fell outside the
standard ngid sheet size and it was imperative that
joins remained invisible to maintam the 1llusion

Response

Phase 1 of the project involved installing the graphics
The images display a 3D qualty and followed a
technique known as ‘trompe 'cer’ (tnck of the eye)
The graphics created the impression that the objects
were coming through the wall towards the viewer

Service Graphics overcame the challenges presented
by the huge surface area plain beards were mounted
and a single piece of pnnted fabnc was attached The
length of fabric was large enough to cover the boards
and ensure a seamless Image was created |1t was then
tnmmed to follow the profile of the boards to produce

a speclacular effect

Outcome

National Museums Liverpool was extremely pleased
with the end result The graphics created a huge impact
in the city Following on from the success of Phase 1,

a second phase was commissioned extending the
project to other iocations around Liverpool City Centre

Giant media can
now be appled
almost anywhere




Reshaping our business: through print on demand...

Print on demand
— bringing titles
back into print

“Clays are now despatching POD books
direct to Penguin’s customers - completing
the implementation of a high quality
business to business fulfiiment operation
directly from Clays’ manufacturing site.”
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Penguin Books recognised thatit would

be beneficialto create an effective PnintOn
Demand (POD) salution for Penguin’s high
street customers such as Waterstone's and
WHSmith Asthe primary UK supplierto
Penguin for monochrome book production,
Clays were inthe perfect position to work
with Penguin onthis project We advised
Penguin on the key service requirements
for publishers increasingly using printon
demand to keep books in print, without the
need for costly inventory Penguin confirmed
that what they needed in a supplierwas
excellence infulfilment speed, accuracy
and reliabiiity

Response

Clays provided Penguinwith a tallored and branded
operation to ensure a high qualty and reliable
expenence for their customers Clays manage all
pre-press requirements and individual orders are
automatically fed from Penguin into Clays' scheduling
system From there, orders are continually reported and
tracked through to on-time production and fulfilment
via either the Royal Mail or the parcel camer service

Outcome

Clays and Penguin worked closely to achieve a
successful implementation, supported by fully
wnterfaced IT for efficient order administration and
customer service Clays provided Penguin with
excellence n fulfilment speed, accuracy and reliability

Some of Penguin
Classics range
now pnnted

on demand




26 St lves plc Annual Report and Accounts 20114

Reshaping our business: through book distribution...

Streamlining
book distribution

“Clays logistics now distributing 100 million
books a year direct to market.”

Distnibuting

100 million
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One of the world’s foremost and diverse
English-language publishers, Harper Colling,
worked collaboratively with Clays in order

to deliver a more effective supply chain
which would deliver clear benefits to both
HarperCollnsandtheirclients By gairning
insight into the existing supply chainand
improving the process, HarperCollins
wished to reduce its spending and
environmental impact

Response

Clays has developed a fully integrated IT environment |
to provide HarperCollins' management with vissbility ‘
of accurate, real time data of the titles held by Clays

at therr new logistics centre

Books printed by UK and overseas printers are
receved and stored along with titles produced by
Clays, orders are then fulfilled and distributed as
consolidated deliveries direct to the ikes of Tesco,
Amazon and Sainsbury’s This has led to considerably
reduced book miles and increased speed to market

OQutcome

HarperCollins’ savings have been substantial,
estimated to be around 50% of total annual transport
costs, with the added benefit of significantly reduced
environmental impact

Due to the success of this project, HarperCollins and
Clays are now reviewing other areas in the supply chan
to offer further cost savings and improved availability

of stock through increased consalidation oppoertuntties

Avast array of
titles managed
and distnbuted




Occam delivers
efficient data
management
tools for Tesco

“Time to produce DM campaigns reduced
from 9 days to 3 days.”

A campaign velocity increase of
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Tesco Bankis the UK's most successful
supermarket bank, with over 6 5 million
customeraccounts Until recently Tesco
Bankwas owned by RBS and utlised RBS'’s
infrastructure and database systems Once
Tesco acquired ownership from RBS ahuge
projectwas implementedtooverhaul all IT
systems A solutionwas needed to mprove
systems, drive efficiency and increase
campaignresults

Occam offered a soluton that met Tesco Bank's
objectives by delivering insight, analysis and a single
customer view

Response

Qccam’s data management solution provided Tesco
Bank wath the immediate benefit of being able to analyse
and interrogate its data instantly This capability enables
the data feam to run marketing campaigns with greater
efficiency and powerful insight to ensure that customer
communication 1s relevant and timely

Although securely hosted by Occam, it was deemed
essential that the Tesco team had full access to its
customers’ contact history and marketing preferences,
for regular and ad-hoc communication As well as
enabling delivery of refevant communication via direct
marketing, post campaign analysis tools provide
tn-depth evaluation

Outcome

The system has enabled Tesco Bank to iImplement
a comprehensive customer contact strategy which
ensures that customers are only contacted by their
preferred means and at a specified frequency to
improve custamer services standards

There has been a significant improvement in the
efficiency of the marketing campaigns produced
This has allowed a 73% Increase In the number of
DM campaigns produced between October 2010
{before the database was launched) and May 2011

Additionally, the delivery rates of DM campaigns

have increased due to the mproved data cleansing
processes Trigger-based activity 18 now taking place,
which was impossible before The team can be

much mare pro-active and timely, with the ability

to communicate with more immediacy

The time t takes to produce a DM campaign has
reduced from an average of 9 days to 3 days
a 300% increase In campaign velocity

With the responsibility for the running of campaigns
and the visibility of wider marketing activity, Occam
has become an extension of the Tesco Bank
marketing team
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Reshaping our business: Through database management...

Driving a road
to improved
visibility

“As a result, Kia has greatly improved
customer insight and benefited from the
flexibility of managing campaigns on its
own terms.”
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Expanding rapidly in the UK market, Korean
carmanufacturer Kiahas merethan 140
dealerships with plans to grow their network
evenfurther Kiawanted to keeptrack of its
ever-growing customerbase and co-ordinate
its marketing activity, with the am of
communicating with customers and leads
more effectively

Occamwas taskedwith the migration and
development of an existing database along
with the proviston of anin-house facility, to
accesscustomer and prospect information
Theamwas toincrease sales whilstlowenng
costs Achieving this demanded the abiiity
totrack marketing activity across several
channels, ncludingonting, directmarketing
and footfall into the dealerships

Response

Occam created a singte repository of clean de-duplicated
customer information and high qualty data The team
estabhshed a ‘Count and Campaign’ analysis taol with
which they were able to segment the data and plan
effective campaigns To complement this, modules were
developed into which Kia could load campaign and
response information Cther components of the solution
included system interfaces between Kia and its suppliers
and the prowvision of a high performance, user-friendly
dafla access iool, enabling easy system nawvigation and
campaign management

Outcome

Occam’s solution provided Kia with complete vistbifity and
equipped Kia's Customer Database and Digital Marketing
Manager to perform alt campaign selections using a high
periormance, user-fnendly, data access tool As a resul,
Kia has greatly improved customer insight and benefited
from the flexibility of managing campaigns on its own
terms These core data processing components Increase
campaign effectiveness by ensunng that a ugh leve! of
data quality 1s maintained Kig's campaigns are not only
better targeted and therefore likely to yield mproved
response rates, but the costs incurred through campaign
wastage have decreased

Dnving customer
traffic to the
dealerships
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Financial Review

Overview of revenue

Underlying revenue for the Group from continuing
operations increased by £5 4 million {1 8%) to
£296 8 millian Revenue of £7 2 million 1s included
far Tacticat Solutiens, acquired 9 February 2011

Revenue from the Pnnt segment decreased by

£7 8 million (2 7%) Revenue decreased by 3 3% i the
Books business but market share increased Exhibitions
and Events revenue increased by 11 4% although this
growth slowed towards the enc of the financial year as
general economic sentiment deteriorated Revenue

for the Point of sale business increased by £3 9 million
{4 8%) but Direct Response and Commercial revenue
declined by 13 0%, partly due to planned reductions

In capacity and the removal of less profitable work from
the overall mix

Revenue for the Marketing Services segment increased
significantty due to the acquisition of Occam at the end of
the previous financial year and the acquisition of Tactical
Solutrons during the year

From a geographical point of view, 95 8% of our Print and
Marketing Services' revenue 1s generated within the UK

Gross profit margin and underlying profitability
Underlying grass profit margin has increased from

25 5% to 26 8% Despite the revenue dechine within

the Print segment gross margins in the segment have
been mamntained due o improved work mix, lower levels
of outsourced work, improved production efficiencies,
successful procurement initiatives and the labour cost
reductions resuiting from restructuring activities Gross
margins within the Marketing Services segment are
significantly higher than those within the Print segment
and therefore the growth of this segment has lead to
the overall improvement in margin at the Group level

Underlying sales and administrative overheads increased
by £2 4 milion driven by acquisiion related overheads of
£4 5 million partally offset by headcount refated overhead
reductions within the Print segment of £2 1 million

As a result of these management actions, underlying
profit before taxation for the Group fram continuing
operations Increased from £17 8 million to £20 9 milllon
(6 1% to 7 0% of revenue)

Non-underlying items

The Group has undergone further restructuning dunng
the year in order to mitigate the effects of the economic
downturn, remove excess capacity and improve
operating performance

The £4 0 million net charge {2010 — £4 6 million), before
tax, primanly relates to the costs associated with the
relocation of our principal exhibitions and events site

to Chessington of £1 5 mutlian, redundancy, asset
smparrment and other re-structuring related costs within
our head office and the Books, Point of Sale and Direct
Response and Commercial businesses of £5 0 milhon,
transaction costs associated with the acquisthion of
Tactical Solutions of £0 6 million, and the amortisation
of acquired intangibles for Occam and Tactical Solutions
of £1 1 mihen, parhally offset by gains of £4 2 million

on the sale of our previous head office and properties
at Edenbridge

Balance sheet

The balance sheet has strengthened with net assets
increasing 10 £136 6 million (2010 - £129 9 milhon)

The movement reflects the loss after taxaton of

£4 8 million, dividends of £3 6 milhon, actuanal gains on
the defined benefits pension scheme {net of deferred tax)
of £12 0 milhon, and the impact of the 1ssue of shares of
£3 1 milion

Net debt

Net debt decreased during the year from £2 7 million to

a cash balance of £16 3 milion The majer contributing
factors to the movement are an improvement in underlying
profitability, a further reduction in capital expenditure,

and the proceeds of dispasal of excess property and
non-core activities, partally offset by acquisition-related
cash requirements

The Group mantains a £55 0 miflion committed
revolving multicurrency credit agreement which expires
31 October 2012

Capital expenditure and depreciation

Capital expenditure in cash flow terms on property,

plant and equipment, together with additions to intangible
assets, other than in the context of acquisiions, was

£8 9 mitien (2010 - £12 1 mullion) and cash receipts from
asset disposals were £9 3 milion (2010 - £4 6 mitlion)
Depreciation, amoriisation and impairments charged in
the year was £35 0 million (2010 - £20 2 million) including
a £13 5 milllon impairment charge in respect of the
Magazine pnnting business disposed of in the period
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Our businesses are very well invested and we are
therefore able to operate at reduced levels of capital
expenditure versus historic levels without any
deterioration in our competitive advantage We will,
however, continue to Invest In those businesses that
present opportunities for growth

Acquisitions

On 9 February 2011, the Group acquired Tactical
Solutions (UK) Limited, one of the UK’s leading field
marketing companies The total consideration payable
for the business 15 £18 6 million

Subsequent to the end of the financial year the Group
acquired Response One Hofdings Limited for a maximum
consideration of £19 milior and Pragma Holdings Limited
for a maximum consideration of £6 3 milhon

Disposal

On 6 Apnl 2011, the Group disposed of its Magazine
printing business for £18 8 million, net of selling costs
The impairment of property, plant and machinery
associated with the disposal, before tax, was

£13 5 million The business has been treated as

a discontinued aperation

Tax
The Group's tax rate on profit before non-underlying items
was 27 6% {2010 - 31 5%)

Dividends

The board is recommending a final dvidend of 3 50p,
brninging the total dividends for the year to 5 25p, resulting
tn an undertying dividend cover of 2 8 times

The Group remains cash generative and was debt free
at the end of the financial year Retained earnngs in the
Group balance sheet at 23 July 2011 were £76 4 milion
{2010 - £73 4 milhon)

Pensions

The deficit {on an IAS 19 basis) in the defined benefits
pension scheme at the end of the year, excluding

the related deferred tax asset, was £12 3 million

(2010 - £32 9 million) The decrease of the deficit

15 due, primanly, to an increase in the value of the
scheme assets

The charge to underlying operating profit for this scheme
was £0 2 million (2010 - £0 2 million) which represents the
costs of administering the scheme The income statement
also includes a net financing credit of £0 6 mithon

{2010 - £0 4 milion charge) which reflects the expected
return on assets of the scheme based on market rates
avalable at the start of the financial year less the effect of
the fact that the benefits are one year closer to being paid

The Group contributes £2 2 million per annum In order to
meet its obligations regarding the current level of deficit
within the scheme The next tnenmial valuation for the
scheme I1s scheduled for Apnl 2013

Financial nsk management and treasury policies
The main financial nsks of the Group relate to interest rate,
hquidity, foreign exchange and credit (in refation to its
trade receivables)

The Group introduced an internal audit funchion in 2007
The Group’s poiicy Is to test all the business's trade
cycles over a three-year pernecd

The Group's treasury function 1s responsible for managing
the Group’s exposure to financial nsk and operates within
a defined set of polictes and procedures approved by

the board

The overall objective of the treasury policy is to use
financial instruments to manage the financial risks that
arise from the specific activiies of the business It follows,
therefore, that the Group dees not enter into speculative
financial transactions for which there 1s no underlying
business requirement

Interest rate nsk

The Group's borrowings are at floating interest rates
Interest as a proportion of profits before tax 1s relatively
small and changes In interest rates have a low impact
on profits The Group keeps this situation under
constant review

Liquidity nsk

The Group maintains a £55 0 mitien committed
revolving mufticurrency credit agreement which
expires 31 October 2012 At the year end the Group
had unused facilities of £55 0 million

Foreign exchange risk

The Group’s trading, including purchases of property,
ptant and equipment, 1s principally in Sterling Currency
risk management relating to transactional business, If
signficant, 1s dealt with by the use of currency denvatives,
which are mainly foreign currency forward contracts

Credit nsk (trade recevables)

The majonty of sales of the Group to its customers are
made on credit The Group maintains credit Insurance
coverng its larger trade debtors It 1s Group policy that all
customers are granted credtt subject to credit venfication
procedures A ngorous system of credit control 1s appled
and recevables are continually monitered Bad debt
provisions represented 3 6% (2010 - 4 6%) of gross trade
debtors at the year end

M/\.OWW\,

Matt Armitage
Finance Director

4 October 2011
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Corporate and Social Responsibility

Relations with customers and suppliers

The Group deals with all of its customers and suppliers
on an arm's length, commercial, basis and apples ethical
trading values that make it a disciplinary offence for any
employee or director to offer gifts, bribes, or clearly
excessive entertainment to customers in order to secure
work Employees and directors are not permitted to
accept similar inducements from suppliers The Group's
‘whistle-blowing’ policy provides an avenue for detecting
any breaches of its ethical trading policy

Payment terms granted to customers are negotiated
according to the amount at nsk and the financiat strength
of the customer concerned Work 1s either part billed as
the work progresses or I1s invoiced when the work or
service 1s completed

Where it 1s considered to be appropriate and avallable,
long-term supply agreements of between one and three
years are sought for paper, ink and other consumables
In some cases the Group's interests are best served by
purchasing goods and services on a spot purchase basts
rather than pursuant to a long-term supply agreement
Reports on procurement matters are presented to the
Campany's board of directors on a monthly basis The
Group may only be committed to agreements in excess
of twelve months' duration or having an annual value in
excess of £2 0 millon with the authority of the board

Customers have the final decrsion on which substrate
they wish their work to be printed and, indeed, many of
the larger book publishers prefer to supply their own
paper for use in producing their work

The Group's policy for retaining customers 1s to delver
consistency and reliability of service and quahty no
customer s tied In to an agreement that cannot be
terminated in the event of under-performance

Employees

The Group 1s an Equal Opportunities Employer and no job
applicant or employee receives less favourable treatment
on the grounds of age, sex, mantal status, race, cotour,
religion or belief

It 1s the policy of the Group that iIndividuals with
disabulities, whether registered disabled or not, should
recewve full and fair consideration for all job vacancies

for which they are suitable applicants Employees who
become disabled during their working life will be retained
in employment wherever possible and will be given help
with any necessary rehabilitaton and retraining The
Group 15 prepared to modify procedures or equipment,
wherever this 1S practcable, so that full use can be made
of an individual's ability

A ‘dignity at work' policy operates to ensure, so far as
1S practicable, that the Company and its subsidiaries
provide a working environment free from harassment
and bullying and in which employees do not behave
In @ manner which may be offensive to others

Employees of the Company and its subsidianes are
regularly consulted by local managers and kept informed
of matters affecting them and the overall development of
the Group

Details of the Group's pension schemes are set out In
note 26 to the financial statements, all of the schemes are
independently managed Group companies contnbute to
a number of defined contributicn schemes, the principal
one of which 1s the St lves Defined Contribution Pension
Plan, which s avaitable for all eligible employees to join
and which was established n 2002 on the closure of the
Group's defined benefits scheme to new membership

The investments of the defined benefits scheme are
managed separately, partly passively and partly actively
under the direction of a trustee company (‘the Trustee”)
The fund managers of the actively managed portfolios are
proscribed from holding any investment in, or lending to,
the Group The number of directors of the Trustee Is split
equally between member-nominated and Company-
nominated Trustee directors, subject to casual vacancies
which may arise from time to time

Those emptoyees who were active members of the
defined benefits scheme on 1 September 2009 were each
offered an invitation to participate in an alternative defined
contribution Group Personal Pensicn Plan administered
by Prudentiat

in respect of employment matters, the Group uses
statistics of accidents resulting in three days' or more
absence and total number of working days lost from all
accidents as key performance indicators of the safety of
its employees In 2011 the total number ¢f accidents at
the Group’s sites which resulted In at least three days’
absence each was 17 (2010 - 14) and the number of
days’ work lost from all accidents at work was 230 days
(2010 - 386 5) These data relate to the Company's
subsidiaries at 29 July 2011

Chantable and political donations

The Group's cash donations to chanties were modest
during the preceding two years but were increased during
2011 and, following the agreement of the Company to
match the Chairman’s contributions, made from foregoing
a proportion af his fees, Included payments to registered
chanties nominated by the Chairman It is the board's
policy otherwise to favour charties serving communities
in which the Group operates or to which employees or
customers have a particular affinity The amount allocated
to these will be kept under review No political donations
were made in the year and the board has no intention to
seek shareholders’ approval to permit the board to do so
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Shareholder relations

The board attaches considerable importance to
maintaining goed relationships with shareholders
Effective two-way communication with nstitutional
shareholders and analysts s established through regular
presentations, sometimes at production sites, involving
the Chief Executive and the Finance Director Major
shareholders are given the opportunity to meet with the
senior non-executive director

The board receives an investor relations report at each
of its regutar meetings

The Annual General Meeting 1s regarded as an
opportunity to cornmuricate directly with shareholders
and the charrman of the Audit and of the Remuneration
Committees will each be available at the Annual General
Meeting tc answer shareholders’ questions

St lves and the environment

St Ives 1s committed to continuous improvement In

its environmental performance and accepts that s
responstbilites with regard to environmental protection
rank equally in importance with other key business
objectives The board 15 responsible for the
implementation of this policy and senior management
throughout the business Is responsible for the day-to-day
implementation of the policy at each operating unit with
assistance and guidance from the Group's full tme health,
safety and environmental adviser supported by an
appropniate number of site-focused qualified health,
safety and environmental managers

An 15014001 2004 — certified Environmental Management
System {'EMS") has been established at each of the
Group’s sites, with the exception of Occam and Tactical
Solutions A review of these businesses’ existing
management systems was undertaken durnng the year,
which will result In an EMS being introduced at therr sites
during 2012

These EMSs include procedures and systems aimed
at managing and minmising the adverse environmental
impacts of the following

« Energy consumption/carbon emissions,
s Waste management,

*» Water consumplion,

Raw matenals procurement and usage,

Matenals recycling, and

Use of volatile organic compounds (VOCs')

Key performance indicators have long been established
for managing energy consumption and carbon emissions,
waste sent to landfiit and water consumption

Energy consumption and carbon emissions

For 2011 the Group targeted to achieve a 2 per cent
reduction in the total amount of energy (electricity and
gas) used per square metre of substrate at all St lves sites
compared with 2010 The actual reduction was 3 per cent
(0 049 to 047 KWHr per square metre) Since 2006 this
figure has fallen by 8 7 per cent (0 051 to 0 047 KWHr

per square metre) This improvement in the overall energy
efficiency of the Group has been achieved against a
background of reduced throughput and a consequent
reduction in utilisation of plant Factors that have helped
achieve these iImprovements are the disposal of the
Group's Magazine printing businesses and the
cansolidation of piant at fewer sites in the direct

response and commercial business resulting in the

more efficient use of that plant

In absolute terms, the total amount of energy (electncity
and gas} used at all the Group's sites has fallen by

21 per cent compared with 2010 (145 million to

114 3 million KWHr ) and by 38 per cent when compared
with 2006 (178 1 million to 114 3 milion KWHr)

The total carbon emissions ansing from the combined
usage of energy {electricity and gas) used at all sites fell
by 20 per cent compared with 2010 (56,781 to 45,649
Tonnes CO,) Since 2006 this figure has fallen by

33 5 per cent (67,500 to 45,649 Tonnes COy)
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Corporate and Social Responsibility continuea

The Group 1s obhgated under the Carbon Reduction
Commitment {'CRC") and has successfully prepared and
submitted its first annual report and footprint report

The Group pursues a Carbon Management Programme
to help reduce its carbon footpnnt through the use of low
energy hghting, compressed arr management systems
and varable speed drives There 1S no intentton at present
to offset carbon at a Group level The Group has,
however, developed the capability to calculate the carbon
footprint of individual print jobs so that the carbon can be
offset, if desired, by its customers

St Ives Westerham Press has maintained its carbon
neutral status

Waste management

Recyching programmes are in place at all sites, as
appropriate, for paper (office and process waste),
cardboard, wood {patlets etc }, aluminium prnting plates,
plastic packaging, inks and solvents The quantity of
waste sent to landfill fell by 10 per cent compared with
2010 (2,264 to 2,006 Tonnes} Since 2006 the quantity of
waste sent to landfill has fallen by 65 per cent (from 5,695
to 2,006 Tonnes) The quantity of waste generated per
square metre of substrate rose by 9 per cent, compared
with 2010 (from O 763 to 0 832 grams per square metre)
Since 2008, this figure has fallen by 48 per cent (from 16
to 0 832 grams per square metre) The increase, year

on year, In the quantity of waste per unit of production 1s
partly due to an increase n the proportion of pont of sale
work This work utilises non-paper substrates, several of
which e g PVC-based products, are difficult to recycle
The Group I1s currently working with suppliers, customers
and waste management companies to resolve this 1ssue
Furthermore, Occam and Tactical Solutions do not utilise
paper substrate, but still generate waste QOver the course
of 2011 several sites switched to waste management
companies that operate Materals Recycling Facilities
(MRFs) so that waste that cannot be recycled 1s sent to
‘energy from waste' facilities

Water usage

The tota! amount of water used at all sites fell by 5 per
cent compared with 2010 {108,713 to 103,317 cubic
metres) Compared with 2006, water consumption has
fallen by 9 per cent {113,098 to 103,317) The quantity of
water used per square metre of substrate rose by 17 per
cent compared with 2010 {336 6 to 42 8 ml per square
metre} and, since 2006, this figure has nsen by 34 8 per
cent due, 1n part, to a growth in the propertion of water
used n office-based actvity, rather than production-
based activity
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Raw materials procurement and usage

So far as 1s reasonably practicable, the Group 15
committed to not uthising paper and board products that
may Incorporate wood from Negally harvested sources,
wood which has onginated from forests in regions of
serious social conflict, genetically modified product, or
which may onginate from uncertfied High Conservation
Value forests We endeavour to purchase paper and
board from sources which utilise pulp denved from
sustainable forests or recycled post-consumer waste All
sites that use paper and board as their principal substrate
{nine in total) have achieved Forest Stewardship Counclil
('FSC’) Chain of Custody certification Three of these sites
have also attained Programme for the Endorsement of
Forest Certification ('PEFC’) Durning the year procedures
and systems of work will be implemented at alt nine sites
s0 {hat they can achieve multi-site certification to both
FSC and PEFC standards An environmental performance
steering group has been established to analyse the
marketplace and seek sustainable alternatives to the
non-paper substrates most commonly used by the Group,
coordinate procurement and testing of new products,
and adwvise the board on sustainability 1issues Due to
technology and quality imitations our ithographic printing
sites normally use mineral oill-based inks, however, cur
sheet fed pnnting sites can print using vegetable ol-based
Inks at our customers’ request The front section of this
Annual Report and Accounts 1s pranted on paper made
from wirgin wood fibre sourced from welt-managed forests
independently certified according to the rules of the FSC
The rear section 1s printed on paper made from 100 per
cent de-inked post-consumer waste and the inks used in
panting the document as a whole are all vegetable-based

Use of VOCs

Allinks that we use are free of VOC emissions when
stored and used at room temperature The oils, whether
mineral or vegetable-based, used In heat-set web offset
Inks become classified as VOC emissions as the product
passes through drying ovens which operate at high
termperatures, typically between 130 and 150 degrees
Centigrade The VOC content of such inks I1s typically
between 30 and 35 percent The VOC emissions from the
heat-set web offset press ovens are abated using thermal
oxidisers The Group's web offset pnnting sites are each
compliant with therr Environmental Permits which place
imits on the permitted VOC emissions The use of
1Isopropyt alcohol ('IPA’) has been eliminated from the
web printing processes and from the majonty of sheet
fed presses used by the Group

Approved by the board of directors and signed on its
behalf by

%ﬁ@,\))\

Philip Harns
Company Secretary

4 October 2011
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Board of Directors

From left to right Tony Stuart, Patnck Martell, Mike Butterworth, Richard Stillwell, Simon Marquis, Matt Armitage
and Lloyd Wigglesworth
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Executive directors

Matt Armitage, ACMA? — aged 42 Appointed to the
board as Finance Director in September 2007, Mr Armitage
had previously worked for Tequila London Ltd — a below-
the-line marketing services business owned by Omnmicom
Inc — for five years as their Finance Director Previously
he had held vanous financial rmanagement positions

with companies operating 1n the telecommunications,
technology and fast-mowving consumer goods industnes,
including ten years with Unilever plc

Patrick Martell*- aged 47, joined the Group in 1980,
was appointed a director of Clays in 1994 and became
its Managing Director in 2000 Appointed te the board
in 2003, Mr Marteli has since held the positions of
Managing Director Media Products and Managing
Director - UK Operations  In April 2009 Mr Martell

was appointed the Group's Chief Executive

Lioyd Wigglesworth? — aged 52, was appointed a
non-executive director on 1 December 2008, becoming an
executive director on 2 March 2009 on his appointmant as
Group Managing Director - Commercial Mr Wiggleswaorth
has prewiously been Managing Director of Entertainment
UK, Smiths News, EMAP's Apex and Choice publishing
companies, Frontline and The Dutch Meat Marketing
Board in the UK He has served on the boards of retailling,
marketing and property companies including WH Smith
PLC, Woolworths plc, Crest Nicholson PLC and
Donaldsons LLP His early career was in sales and
marketing with Mars Inc

1 Member of the Audit Committee
2 Member of the Remuneration Committee
3 Member of the Nomination Committee

Non-executive directors

Mike Butterworth, ACA'23 — aged 50, was apponted

to the board on 1 August 2010 Mike Butterworth has,

for the past six years, served as Group Finance Director
of Cookson Group plg, a FTSE250 company supplying
products, processes and services to the ceramics,
electronics and precious metals industnes Previously,
Mr Butterworth was Group Finance Director of Incepla
Group plc, an interational marketing and communications
group, fram 2001 untd 2005, prior to which he spent five
years as Group Financial Controller at BBA Group plc,
the iInternational aviation and matenals technology group

Simon Marquis'?3 - aged 58, senior non-executive
director, was appointed to the board in 2004 Mr Marquis
has over 30 years' expenence in the media and marketing
ndustnes beng Chairman of ZerithOptimedia UK until
2006 and currently Chairman of C Squared Holdings Lid,
Nationatl Readershup Surveys Ltd and a non-executive
director of the COl He also serves as a non-executive
director of Packet Vision Ltd

Richard StillwelP — aged 62, having served as

an independent non-executive director from 2006,

Mr Stllwell was appointed chairman of the company
on 25 Apnl 2011, Mr Stillweli 1s a qualffied barnster and
holds non-executive directorships with Fiberweb plc,
Penna Consulting plc, Scott Bader Company Lid
{chairman} and TBI Ltd Untd 2000 Mr Stillwell was
executive vice president of ICI plc, where he had held
vanous posts for 26 years

Tony Stuart, ACA'?2 —aged 59, 1s a chartered
accountant and a former Managing Director at NM
Rothschild, a leading UK investment bank, where

he worked for more than 25 years In the course of

his career, Mr Stuart was a corporate finance adviser
to many leading companies in the UK and overseas
Naw a consultant at Rothschild, a director of Cornwall
Development Company and an independent Governor
at University College Falmouth, he was appointed to
the board on 31 January 2011
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Corporate Governance

Comphiance statement

The Company is required to comply with the 2010 UK
Corporate Governance Code (‘the Code'), to the extent
that it applies to 'small-cap’ companies, or explain the
reasons for non-compliance The Code s the corparate
governance code to which the Company Is subject
and a copy can be found on the FRC's website

{www frc org uk/corporate/combinedcode cfu)

With the exception of Provision B 2 1 of the Code (which
refers to the formation of a Nomination Committee), in the
opinion of the board throughout the year ended 29 July
2011 the Company has been in compliance with the Code
Provisions contained in Section 1 of the Code The board
agreed during the year to form a Nomination Commitiee,
which held its inaugural meeting after the year end

The following section, together with the Directors’
Remuneration Report on pages 46 to 55, descrbes

how the board has applied the other Principles and
Supporting Principles contained in the Code and, where
appropriate, it has adopted elemenits of corporate
governance good practice

Board of directors

The board meets at regular intervals and is responsibie to
the shareholders for overall Group strategy, acquisitions
and divestments, major caprtal projects, nsk and financial
matters All directors receive agendas and papers in
advance of each meeting, detalled minutes are recorded
and actions followed up

The board’s membership throughout the year and the
directors’ attendance at pre-arranged meetings of the
board 15 set out on page 42

It 1s the opinion of the board that, throughout the year,
each of the Company's non-executive directors was
independent for corporate governance purposes and
free from any business or other relahonship which could
materally interfere with the exercise of his judgement In
reaching this opinion, the board has carefully considered
the balance between applying good practice and what it
believes 1s In the shareholders' best interests The non-
executive directors each have a clear understanding of
therr roles and responsibilities, which are appropnately
documented The non-executive directors met duning the
year, with no Group executive being present Simen
Marguis fulfiled the role of senior iIndependent director

During the year, the board carried ocut a review of matiers
reserved to it for decision These matters include the
approval of annual budgets of individual trading subsidianes,
major Individual items of capital expenditure, acquisitions
and major procurement and supply contracts, the
management of nsks that could potentially disrupt the
ability of the Group or any subsidiary to carry on business
or which might damage the reputation of the

Group as a whole In the eyes of its shareholders or the
general public, and the management of matters which
might result sn a substantial unplanned financial nsk to the
Company or any of its subsidiares

The executive directors bring together and meet regularly
with the managing directors of the businesses within the
Group’s business segments to discuss major customers,
sales growth (including cross selling opportunities),
people issues and Group-wide procurement inttiatives

In view of the number of appointments and resignations
which have occurred and changes made to the board's
and committees’ memberships durnng the year, the annual
processes for evaluating the effectiveness of the board,

its committees and individual directors, was postponed
untl 2012

The roles of Chairman and Chief Executive are separate
and distinct and an appropriate division of responstbitities
between the two has been set out In writing and approved
by the board

All directors have full and timely access to all relevant
information needed to enabie thern properly to discharge
their responsibilities A procedure exists for directors to
seek independent professional advice in the furtherance
of therr duties and to be reimbursed ther reascnable legal
fees and each has access lo the advice and services of
the Company Secretary All directors alse have
unrestricted access to other executives within the
business to discuss any matter of concern to them Senior
executives within the Group make regular presentations to
the board on ssues affecting their businesses, future
challenges and how they propose to address them

On appointment, each director receves an induction
appropriate to their previous experience as a director and
thewr knowledge of the industry

The Company's articles of association require all directors
te retire and offer themselves for re-appointment by
shareholders at least once every three years

Board commitiees

Audit and Remuneration Committees of the board existed
throughout the year, each with wntten terms of reference
which were reviewed and revised dunng the year
Towards the end of the year the board agreed terms

of reference for a Nomination Committee Copies of the
terms of reference for these committees can be obtained
from the Company Secretary and may be viewed on the
Group's corporate website (www st-ives co uk)

The Company Secretary acts as secretary to these
committees and ensures that committee members receive
agendas and papers In advance of each meeting so that
they are adequately prepared to transact the business

In hand
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Audit Committee

The Audit Committee carnies out the functions required by
DTR 7 1 3R The board 13 of the opinion that throughout
the year the Audit Committee had sufficient relevant
financial experience and that its membership was made
up of independent non-executive directors

The Committee's membership throughout the year and its
members’ attendance at three pre-arranged meetings of
the Committee is set out on page 42

In addition to the pre-arranged meetings the Committee
held an ad-hoc meeting during the year principally to
receive a briefing on new regulations, standards and
techrucal 1ssues

In the opinion of the board, the Committee met sufficiently
frequently to properly discharge its responsibilites The
Commuttee’s role and responsibiliies are set out In its
terms of reference, referred to above

During the year, the Audit Committee discharged its
functions by

» reviewing the findings of the external annual audit for
2009/2010,

receving a report at the half year end from Deloitte
on agreed procedures they had undertaken to review
certain subsidiaries’ balance sheets and income
statements and controls,

reviewing the Group's Intenm Management Statements
and Half Year Report prior to release,

s considering reports from the Group's Head of Internal
Audit on work carned out during 2010/2011 and
agreeing an nternal audit plan for 2011/2012,

» reviewing annual internal controls questionnaires
completed by the Group’s operating sites and the
controls over key business risks,

¢ agreeing the nature and scope of the external annual
audit for 2010/2011,

» reviewing and safeguarding the iIndependence of
Deloitte and reviewing therr performance,

« recommending Deloitte’s reappointment as auditors,

+ approving Deloitte's fees for their audit and non-audit
services within the policy set by the Commitiee, and

= reviewing the Group's ‘whistle-blowing’ policy

The Finance Director, the Chief Executive and the Head of
Internal Audit were also invited to attend some of the
meelings to ensure that Committee members were fully
informed and supported In carrying out therr duties

The members of the Audit Committee have been given
specific approval by the board to meet with the Group's
external auditors whenever they, or the auditors, consider
it appropriate Durng the year, the Committee’s members
had private mestings with representatives of Deloitte and
with the Head of Internal Audit

Remuneration Committee

The Committee’s membership throughout the year and its
members' attendance at four pre-arranged meetings of
the Committee 15 set out on page 42

In the opimon of the board, the Committee met sufficiently
frequently to properly discharge its duties

Dunng the year the Committee

« approved the payment of bonuses to certain directors
for 2009/2010,

approved the Directors’ Remuneration Report for
2009/2010,

approved the structure of the directors’ bonus scheme
for 2010/2011,

approved the proposed Rules of the St Ives plc Long-
Term Incentive Plan 2010 (the ‘LTIP") to be put before
the shareholders for epproval,

s approved the grant of awards under the LTIP to certain
executives and the performance conditrons attached to
their vesting,

« approved the execulve directors’ salanes for 2011/2012,

» considered the ramifications of the Government's
legistation on disguised remunerason,

« reaffirmed the policy on the approval and reporting of
directors’ business expenses, and

= reaffirmed the Company’s policy that directors’
service contracts should make no specific provision
for the payment of compensation in the event of
termination payments

Nomination Committee

Dunng the year the board formed a Nomination
Committee which held its inaugural meeting after

the year end The Committee 1s chaired by Richard
Stiliwell The majonty of members of the Committee are
independent non-executive directors, including the senior
non-executive director The directors will report further
next year on the membership of the Committee and

Its proceedings

Other board 1ssues

The Company has made qualifying third party provisions
for the beneft of s directors (as defined by Section 234
of the Companies Act 2008) which continue In force at the
date of this report The Company has entered into deeds
of iIndemnity in favour of each of its directors {on dentical
terms) who served during the year, under which the
Company has granted directors an indemnity, to the
extent permitted by law, in respect of hiabiliies incurrad
by virtue of therr office
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Corporate Governance continuea

In accordance with the provisions of the Companies Act
20086, the Company has procedures in place to deal with
the situation where a director has a conflict of interest and
regularly reviews conflict authorisation Directors take no
part In discussions on matters in which they are interested
and they may be requested to leave a meeting at which a
matter in which they are interested is to be discussed

Details of directors’ attendance at board and committee
meetings based on thair maximum possible attendance
during the year are as follows

Audit  Remuneration
Board® Committee* Committee*
Matt Armitage 1010 - -
David Best
Ch f the Audit Commutte
(i 30 November 2010 T 313 111 22
Mike Butterworth
Ch f the Audit Committ
e ovomaa 3010 ™% 10/10 33 4/4
Miles Emley 6/6 - -
Simon Marguis
(Semor non-executive director) 10110 33 4/4
Patrick Martell 10/10 - -
Richard Sttwell
Cha f the R b
Commitiae unt) 25 Apm 2015 100 212 212
Tony Stuart
Ch f the R b
Commiten fom 26 A 0111 616 212 212
Lloyd Wigglesworth 1010 - -

*  This table cnly shows details of attendance at meetings in the
pre-arranged annual meeting calendar Other ad-hoc meetings,
ncluding a meeting of the full board to discuss strategic ssues
and board succession, were held durnng the year The Nomination
Committee did not meet dunng the year

Throughout the year at least three independent non-
executive directors served on each of the Audit and
Remuneration Committees

Internal control and nsk management

The board 1s responsible for the Group's system of
internal control, ncluding financial, cperatronal and
compliance controls and risk management, and for
reviewing s effectiveness A workable and realistic
system can only be designed to manage and mitigate,
rather than eliminate, the nsk of fallure to achieve
business objectives and, therefore, can only provide
reasonable and not absolute assurance against matenal
misstatement or l0ss

The directors consider themselves collectively
responsible for ensurning that nsks ansing from social,
environmental and ethical factors and the health and
safety of the Group's employees are suitably managed

and are referred to the board, as necessary The board
has identified and assessed those regulatory, financial,
social, environmental and ethical 1ssues which may
present a significant nsk to the business

The pnncipal regulations affecting the Group’s day-to-day
business and markets 1t serves have been identified by
the board as those covenng Employment, Health and
Safety, the Environment, Planning, Data Protection, Taxation,
Defamation, Bribery and Competition Law The board
each year reviews the impact that these might have on the
business and how to manage the nsks to the business
During the year the board considered the level of risk
arising from new offences introduced by the Bribery Act
2010 and agreed and implemented changes to the
Group’'s pelicies and procedures proportionate to the
bribery nisks faced by the Group

The internal audit team focused on the Group’s internal
controls, reviewing the control environment and the testing
of those controls Controls testing of procurement, estimating,
payrall, fixed assets, stock, treasury and credit control
cycles took place at selected sites The process by which
the board exercises control 1S by monthly meetings with
senior management within each of the Group’s business
segments These meetings are charred by a parent board
executive director, and are also attended by the Finance
Director Regular tems for discussion encompass any
areas of significant nsk to the businesses, which are then
raised at the next meeting of the parent board if appropriate

Appropriate due diligence was carried out on Tactical
Solutions, Response One and Pragma immedrately prior
to their acquisition Annual internal control questionnaires
are completed by the Group's other businesses and any
Inconsistencies with the Group’s established corporate
governance and authonty hmits regimes which are
identified are disclosed to the Audit Committee

Risk I1s reported on and monitored at the monthly
meetings held with sentor management referred to
above in accordance with the board's agreed risk
management process

Approved by the board of directors and signed on its
behalf by

g S

Lo

Philip Harns
Company Secretary

4 Qctober 2011
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Directors’ Report

The directors present their Directors’ Report and the
audited financial statements for the fifty two weeks
ended 29 July 2011

Principal activities
The principal activities of the Group are set out on pages
7 to 9 of the Chief Executive's Performance Review

The subsidianes pnincipally affecting the profits or net
assets of the Group 1n the year are listed in note 33 of
the consobdated financial statements

Business and operating review

A detailed review of the performance of the Group and
its future prospects can be found in the Chief Executive’s
Performance Review and the Financial Review which
should be read in conjunction with the Chairman'’s
Statement on pages 4 and 5 and the report on Corporate
and Social Responsibility on pages 34 to 37, all of which
are incorporated by reference in to and forms part of this
Directors’ Report

This Directors’ Report covers the year under review and
the penod up to the date of signature

Cerlain sections of this Annual Report and Accounts
contain forward-looking statements with respect to the
strategy, financial condition, results, operations and
businesses of the Group or markets in which the Group
operates These statements and forecasts involve nsk
and uncertatnty because they relate to events and
depend on circumstances that occur in the future and
relate to events, not all of which are within the Group’s
control Although the Group believes that the expectations
reflected in such forward-locking statements are
reasonable, there are a number of factors that could
cause actual results or developments to differ matenaliy
from those expressed or implied by these forward-looking
statements The Group undertakes no obligation to
update any forward-looking statement

Results and dividends

The Group loss for the year before taxation from
continuing and discontinued operations amounted to
£882,000 (2010 - profit £8,104,000) The directors
propose a final dividend of 3 50 pence for each ordinary
share payable on 23 December 2011 to holders on the
register as at 2 December 2011 If approved, the final
dividend will make total dividends for the year of 5 25
pence per ordinary sharg

Share capital

Detalils of the Company's share capital are set out in

note 28 to the financial statements The Company’s share
capital 1s compnised of one ctass of ordinary shares of

10 pence each The shares camry no nghts to fixed income
and each share carnies the right to one vote at general
meetings All shares are fully paid There are no specific
restnctions on the size of a shareholding nor on the
transfer of shares, which are both covered by the provisions
of the articles of association and prevailing legislation

Major interests in shares

As at 29 July 2011 the Company had been nohfied, in
accordance with chapter 5 of the Disclosure and
Transparency Rules, of the following voting rights as
shareholders of the Company

Number of
vohing nghts %

Silchester International Investors

Limited and its subsidianes 16,250,906 1535
Delta Lioyd NV and subsidiaries 13,661,073 1291
Standard Life Investments Limited 7,899,990 746
Prudential plc and its subsidianes 6,628,182 640
Schroder plc 6,028,004 582
Sanderson Asset Management Limited 4,058,234 392
State Teachers’ Retirement System

of Ohio 5213,741 503
Legal & General Group plc and

its subsidianes 3,979,783 384
Majedie Asset Management Limited 3,804,459 359

£000
Ordinary dividends —Intenm 1,811
- proposed final 3,749

On 19 September 2011 Sanderson Asset Management
Limited notified the Company that it no longer holds a
notifiable interest In the Company and, on the same date,
Standard Life investments Limited notrfied the Company
that it had an interest in the voting rnights of 8,975,354
shares (8 48% of the 1ssued share capital in the Company
as at that date) On 22 September 2011 Silchester
Internationa! Investors Limited and its subsidiaries notified
the Company that it had an interest In the voting nghts

of 16,158,999 shares (14 62% of the issued share capital
In the Company as at that date) On 3 October 2011
Schroder plc notified the Company that it had an interest
in the voting nghts of 5,594,902 shares (4 99 per cent of
the 1ssued share caprtal in the Company as at that date)
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Directors’ Report continuea

Directors
The present membership of the board 1s set out on
page 39

David Best and Miles Emley also served durning the year
before retiring, respectively, as non-executive directors
on 30 November 2010 and 25 April 2011 Dawvid Best
served on both the Audit and Remuneration Committees,
performing the role of chairman of the Audit Committee,
and Miles Emley served as the Chairman of the board

he 15 succeeded as chairman by Richard Stiliwell

Richard Stillwell holds a number of external non-executive
directorships (set out on page 39) which, in the opinion of
the board, does not prevent him from devoting sufficient
time to his responsibilities as chairman of the board

Mike Butterworth and Tony Stuart were appointed
nan-executive directors during the year, respectively
on 1 August 2010 and 31 January 2011 The directors’
Interests in shares of the Company are set out in the
Dwrectors’ Remuneration Report on page 52

Annual General Meeting

The notice of Annual General Meeting 2011, included with
the copy of the Annual Report and Accounts matled to
shareholders on 27 October 2011, sets out the following
non-routine business in addition to routne business

Allotment of share capital

The board will seek {o renew the shareholders' authonty
to permit it to allot relevant secunties within the mits laid
down by the Companies Act 2006 and the December 2008
guidelines issued by the Association of British Insurers

Disapplication of statutory pre-emption rights

The directors also seek authonty to allot shares in the
capital of the Company pursuant to the foregoing authonty
granted, subject to certain stringent conditions

Authority for the Company to purchase its own
ordinary shares

It will also be proposed 1o renew the shareholders’
approval for the directors to effect market purchases of
the Company’'s ordinary sharas on behalf of the Company
under the authorty of the Companies Act 2006 and
subject to certain hmits and restnctions

Notice for calling a general meeting

It will be proposed that a general meeting, other than an
annual general meeting, may be called on not less than
14 clear days’ notice

New ‘Sharesave’ plan

Finally, it will be proposed to establish a new all-employee
sharesave plan - the St Ives Sharesave Plan — to replace
the SAYE scheme which expires an 29 November 2011

Full explanations of the foregoing non-routine business
are given mn the Charrman's letter which accompanies the
notice of Annual General Meeting

Employment policies

The Group I1s committed to providing equal opportunities
with regard to employment, free from discnmination and
harassment and n a healthy and safe working
enviranment Details of how we deliver on these
commitments are provided in the Report on Corporate
and Sociat Responsibility

Chanitable and political donations

The Group made chantable donaticns of £16,031 during
the year {2010 — £1,808) Further detalls are given in the
report on Corporate and Social Responsibiity No pohtical
donations were made in either year

Creditor payments

It's the Group's normal practice to agree terms of trading,
including payment terms, with all suppliers Provided
suppliers perform in accordance with the agreed terms,

it 1s the Group's policy that payment should be made
accordingly The average creditor days outstanding at

29 July 2011 for the Group and the Company were 83
and 56 days, respectively (2010 - 79 and 60 days)

Auditors

The Audit Commitiee has considered the effectiveness of
the external audit undertaken by Deloitte LLP ('Deloitte’) in
the light of ther internal quality control procedures, the
promptness and accuracy of their work, and other
services obtained from them The Committee also
considered the robustness of Deloitte's safeguards and
procedures {0 counter threats or perceved threats to ther
objectivity, the application of their Independence policies
and their adherence to the Ethical Standards published
by the Auditing Practices Board |n all these respects the
Committee was satisfied with Deloitte’s objectivity and
independence During the year, the Committee satisfied
itself that the Company’s policy on the provision by the
Group’s external auditors of non-audit services had been
appropnately applied

Based on a review of Deloitte’s perfarmance duning
2010/2011 and after reviewing their ndependence, the
Committee has recommended to the board that Deloitte
be re-appointed The recommendation was accepted and
therefore a resolution ta re-appoint them as the Group's
auditors will be proposed at the forthcoming Annual
General Meeting
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Going concern

The Group's business actwities, together with the factors
likely to affect its future development, performance and
position are set out In the Chairman's Statement, the Chief
Executive’s Performance Review and report on Corporate
and Socral Responsibility The financial position of the
Group, #ts cash flows, liquidity position and borrowing
facililes are descnbed in the Financial Review In addition,
note 27 to the financial staterments includes the Group's
objectives, policies and processes for managing s
Interest rate nisk, forergn exchange nsk, credit nsk,
hquidity nsk and capital nsk The foregoing statement,
review and report are to be found on pages 4 to 42 and
note 27 to the financial statements on pages 93 to 95

As highlighted in note 23 to the financial statements, the
Group meets its day-to-day working capital requirements
through an overdrafi faciity of £15 miflion that 1s part of an
overall funding facility of £565 million which falls due for
renewal on 31 October 2012

The current economic conditions create uncertainty,
particularly aver the level of demand for the Group's
products, but the Group's forecasts and projections,
taking account of reasonably possible changes in trading
performance, show that the Group should be able to
operate within the level of its current facility and obtain
further financing when the current facility expires

After making enquines, the directors consider that the
Group has adequate resources and borrowing facilities
to continug In operational existence for the foreseeable
future Conseqguently, they have continued to adopt the
going concern basis in prepanng the financial statements

Directors’ disclosures to the auditors
Each of the directors of the Company as at 4 October 2011
has confirmed that

» So far as the director s aware, there 1s no relevant audit
information of which the Company’s auditors are
unaware, and

« The director has taken all the steps that he ought to
have taken as a director 1o make himself aware of any
relevant audit iInfermation and to establish that the
Company's auditors are aware of that information

This canfirmation 1s given and should be interpreted in
accordance with the provisions of Section 418 of the
Companies Act 2006

Approved by the board of directors and signed on its
behalf by

P

Phiip Hams
Company Secretary

4 October 2011
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Directors’ Remuneration Report

This report has been prepared in accordance with the relevant conditions of the 2010 UK Corporate Governance
Code (‘the Code’) relating to directors’ remuneration and the Companies Act 2006 The relevant legrslation requires
the auditors to report to the Company's members on certain disclosures contained in this Report and to state whether
in their opinion that part of the Report has been properly prepared in accordance with the Companies Act 2006

The Report has therefore been divided into separate sections containing audited and unaudited information

In accordance with the Companies Act 2006, a resolution to approve this Report will be proposed at the Company's
Annual General Meeting on Tuesday, 29 November 2011 Detalls of the resotution may be found in the Notice
accompanying this Annual Report The vote will be advisory but will be considered carefully by the members

of the Committee and the board in the formulation and approval of the Company’s future remuneration policies

UNAUDITED INFORMATION

Remuneration Committee

The Remuneration Commuttee 1s responsible for determining and agreeing with the board the overall remuneration
strategy and individual remuneration packages and contractual arrangements for the executive directors, senior
management and the Chatrman of the board

The membership, the number of meetings held, attendances and a description of the business transacted by the
Committee during the year are detailed in the corporate governance section on pages 40 tg 42

When undertaking its duties, the Commitiee ensures that due account Is taken of pay and employment conditions
throughout the Group by keeping abreast of matters such as (1) the general level of salary increases (f any} appled
throughout the Group, (i) the levels of bonuses paid (and bonus opporiunity offered) to the workforce as a whole and
(i} any widespread changes that are proposed to Group-wide employment conditions

The full terms of reference for the Committee are available on the Company's website (www st-ives co uk)

Committee's advisers

Throughout the year, the Committee and the Company were advised by AonHewitt Limited {operating through the
brand Hewitt New Bridge Street (HNBS)) Other than in relation to advice on remuneration, neither AonHewitt Limited,
nor any other part of the Aon Corporation group provided other services to the Company

The Committee recognises that, although the Committee fully accepts the independence of HNBS, there may be
occasions when there could be a conflict of interests when proposals are put by management on the recommendation
of HNBS It therefore retains PricewaterhouseCoopers LLP (‘PwC’) to act solely for the Commitiee to review proposals
where appropnate

PwC has provided pensions consulting services to the Company in relation to the Group's defined benefits scheme
and due diligence work in respect of potential acquisiions The Commitiee 1s satisfied that the provision of these
services 10 the Company does not affect PwC's ability to comment on proposals for remunerating its executive
directors and certain members of senior management

Buring the year under review, the Commitiee also, where appropnate, sought advice and assistance from the
Company Secretary and members of the board, including the Chairman of the board, the Chief Executwe and the
Finance Director in connection with carrying out its duties None of these persons took part in decisions refating
specifically to their own remuneration

Remuneration policy

The Committee’s palicy for the remuneration of the Company's executive directors Is that it should be structured so as
to attract and retain executives of a high cahbre with the skills and experience necessary 1o develop the Company
successfully It ams to recommend strategies which support the creation of value for shareholders and reflect and
support the delivery of the Company's strategic pnonities while taking due account of market and best practice

When determining levels of remuneration, the Committee periodically reviews the remuneration practices adopted by
appropriate comparaior companies toth in the market generally and in the same business sector as the Company
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The Committee believes that a significant portion of the remuneration package of senior executives should be linked
to performance, while ensuning that an appropnate balance 1s struck between (1) fixed and variable pay (1) short-term
and long-term variable pay and (1) the delivery of rewards in cash and shares The Committee will regularly review the
Company's remuneration polictes to ensure that these polices neither encourage nor reward inappropriate operational
nsk-taking that may be to the detnment of sharehelders’ interests and that these remuneration policies are, therefore,
compatible with the Company's general nsk policies and systems

With regard to the core elements of executive directors” remuneration to feature in the forthcoming year, the Committee
has taken the following approach

» Base salanes remain frozen at the levels payable at the end of 2009/2010,
« Any bonus awarded shall be capped at 125 per cent of basic salary,

» Any bonus earned which Is In excess of 50 per cent of basic salary shall normally be satisfied by the award of
shares in the Company which shall be held in trust for two years Such shares are subject, In specified
circumstances, to a ‘clawback’ from any deferred bonus paid going forward,

A second award will be made under the St lves plc Long-Term Incentive Plan (‘'LTIP") for which shareholder approval
was obtained at the 2010 Annual General Meeting, and

e The Committee's share ownership guideline for executive directors will be retained, requinng executive directors
over a five year period to bulld up and retain a shareholding equal to 100 per cent of their basic sataries :

It ts currently intended that 50 per cent of the net number of shares received under any bonus share deferral or LTIP
award will normally be retained by the executive director until the share ownership guideling is met The Committee

may take account of progress towards achieving this target when determining LTIP awards and/or the proportion of
annual bonus that 1s subject to share deferral

The main components of the remuneration package for executive directors are

Basic salary

In setting the basic salary for each executive directar, the Committee takes into account the performance of each
individual director, any changes in posttion or responsibility, markel competitiveness, as well as pay and conditions
tn the Group as a whole Basic salary 1s the only element of pay that 1s pensionable

The basic salary of each executive director for year under review, and for the forthcoming year 1s

Matt Armitage £248,000
Patnick Martell £350,000
Lloyd Wigglesworth £248,000

Save for a modest correctional adjustment In the base salary of Matt Armitage in the 2009/2010 financial year, this will
be the third consecutive year of a base salary freeze at executive director level

Benefits in kind
Executive directars may receive benefits in kind, which may include the provision of a car, fuel and medical expenses
INsurance costs, or their cash equivalent

Pension arrangements
Matt Armitage and Lloyd Wigglesworth each participated during the year in the Group's defined contribution pension
scheme to which the Company also contributes

Patrick Martell 1s entitled to a deferred pension from the Group’s defined benefits pension scheme and he has not
parlicipated in the Group’s defined contribution scheme

The defined contribution and defined benefits schemes have a normal retirement age of 65
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Directors’ Remuneration Report continueo

Annual bonus

Bonuses for 2010/2011

Al the beginning of the year the Remuneration Commitiee considered it appropriate for the second year running to
set a collective target for the executive directors to /mprove the Group's cash-adjustied normalised profit before tax
{'CANPBT) For 2010/2011 the executive directors were set a demanding CANPBT target of £19 4 millon, on the
achievement of which 50 per cent of the maximum possible bonus would be payable (1e 62 5 per cent of basic
salary), with a maximum bonus (125 per cent of basic salary) being earned if CANPBT of £21 4 millon or more was
achieved No bonus would be earned for achieving improved CANPBT, however, if the Group’s underlying prafit
before tax from continuing operations for 2010/2011 failed to reach £15 4 million All calculations of bonus were to be
made after charging the cost of the relevant bonus against profit

The Group’s underlying profit before tax from continuing operations was £20 9 million and the Committee has
determined from audited figures that CANPBT was £23 7 million for 2010/2011 Therefore, both conditions were
met and accordingly each director earmned the maximum baonus for the year of 125 per cent of basic salary

Bonus earned by directors in excess of 50 per cent of basic salary would normally be satisfied in the form of shares in
the Company, however, taking Into account each director's progress towards achieving the share ownership guideline
(referred to above), the Committee has decided to spht the total bonus paid in the proportions 70 per cent in cash and
30 per cent in shares for Matt Armitage and Patrick Martell and 50 per cent in cash and 50 per cent In shares for Lloyd
Wigglesworth Dependent on the open market price at which the shares are purchased, this should take the directors’
shareholdings to approximately 40 per cent of their basic salary

The shares deferral element of the bonus shall be purchased from net pay by the directors in the market or from the
Group's Employee Benefit Trust (‘'the EBT'), to be held under the rutes of the Directors' and Senior Executives' Deferred
Bonus Scheme (‘the DBS) In accardance wath the rules of the DBS these shares shall, inter aka, vest mmediately, but
be held on trust duning a holding periad, for release to the director in November 201 3, provided that he remains
employed by the Group at that tme Dunng the holding perod, the executive will be entitled to vote the shares and
receve dividends on them but will be unable to sell, transfer, assign or charge any interest n the shares during the
holding perod without the consent of the Committee In addition, part or all of the deferred portion of the banus can be
farfeited if it becomes apparent dunng the holding period that the bonus was paid by reference to matenally missiated
results

Details of the 2010/2011 bonuses paid to executive directors are disclosed on page 51

Bonuses for 2011/2012

The Committee has taken the view that prnionbising cash generation has been an important element of the Company’'s
remuneration strategy, with the Group having made significant progress during the past two years, in returning the
Group to a non-geared position Upon reviewing the directors’ prionties for 2011/2012, however, the Committee
concluded that growth in earmings per share, supported by personal objectives based on sales growth and the
integration of the Group's acquisitions, would be mare appropriate drivers for annual bonuses for the executive
directors Therefore, for the forthcoming year directors may again earn a bonus of up to 125 per cent of basic salary
and their bonus opporiunity will be spht as follows

Diractor Portion of bonus relating to EPS targets Portion of bonus relating to personal targets
Patrick Martell 125% of basic salary 0% of basic salary

Matt Armitage 112 5% of basic salary 12 5% of salary

Lloyd Wigglesworth 62 5% of salary 62 5% of salary

As before, In the event that the total bonus earned exceeds 50 per cent of basic salary, the excess, again, normally
will be satisfied in shares under the rules of the DBS Part, or all, of the deferred portion of the bonus, however, can
be forfeited if it becomes apparent duning the holding period that the bonus was paid by reference to matenally
misstated results
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Share incentive arrangements
The Company now operates the St fves plc Long-Term Incentive Plan (the ‘LTIP') as the sole long-term incentive plan
for senior executives The LTIP was approved by shareholders at the 2010 Annual General Mesting

In line with current practice the LTIP provides for the award of ‘performance shares' up to a maximum potential award
limit of 125 per cent of basic salary {200 per cent in exceptional circumstances) The Commuttee takes the view that
this hmit allows for market competitive grants to be made whilst applying challenging performance conditions The
performance conditions set for the initial awards made in the year under review were based on (1) Earmings Per Share,
(1) the increase In ‘added value’ attributable to non-print activities, and (n) relative Total Shareholder Return as
described more fully on pages 53 and 54

The Committee 1s aware that the use of three different perfarmance metrics 1s not common, but 1s firmly of the belief
that the LTIP should be operated with the Group's specific circumstances and challenges i mind The adoption of
three metrics was finally determined after consuitation with a number of major shareholders Consequently, and having
reviewed the operation of the LTIP, it 1s intended to make awards under the LTIP in the forthcoming year It1s currently
intended to apply the same three performance metrics as last year and, whilst the exact targets have not yet been
finalised, these will be no less challenging than last year's

The Committee does not currently consider 1t necessary to apply any “Clawback” provision to LTIP awards (noting that
a clawback feature does form part of the annual bonus), but will keep this matter under review

The Company has n the past operated two discretionary share-based incentive plans These plans expire shortly after
the forthcoming Annual General Meeting and were replaced last year by the LTIP {and, as a result, no awards were
made under these ptans tast year)

A summary of the expinng plans are as follows

Discretionary Executive Share Option Scheme 2001 (‘ESOS 2001°)

The ESOS 2001 (which has both HMRC ‘approved’ and ‘unapproved’ elements) provided for the grant of options to
participants over shares having a market value of up to 150 per cent of salary in any year (400 per cent in exceptional
crrcumstances) Options granted and outstanding under the ESOS 2001 are capable of exercise three years after
grant, subject 1o continued employment and the satisfaction of performance conditions The final award of options to
executive directors under this plan was made on 3 November 2008, further details of which are set out on page 52

Equity Partnershup Plan 2001 ("EPP 2001°)

Executive directors and certain members of sentor management have also in the past been invited to partictpate
in the EPP 2001, under which awards could have been made over shares subject to an initial investment in shares
by participants

No invitations have been made under the EPP 2001 since November 2004 and no participant has an outstanding
entitlement to matching shares under the terms of the Plan

Save As You Earn Scheme (‘SAYE scheme’)

The Cempany has also tn the past operated a standard all-employee SAYE scheme, under which eligible employees,
including executive directors, were from time o time invited to participate No options remain outstanding under this
scheme, which will also shortly expire

Dilution
Under the LTIP, awards over no more than 10 per cent of the Company's 1ssued share capital may be granted over
new Issue shares in any rolling ten year period (with awards made under any other share plan also being counted)

As at 28 July 2011, awards over 3,429,000 shares (3 24 per cent of the Company's issued share capital) count
towards this imit that may be satisfied by new 1ssue shares under the LTIP, the 2001 ESQS, the EPP and the
SAYE scheme
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Non-executive directors’ fees

The Company’s policy on setting non-executive directors’ remuneration, which 1s decided by the board (but with the
nan-executive directors not voting where 1t affects their personal position) 1s to offer fees sufficient to attract and retain
individuals of appropnate calibre such that they are able to apply an independent view based on therr expenence and
skills These fees, which have been unchanged since 2007, compnse a base responsibility fee of £30,000 per annum
plus additional fees of £8,000 per annum for the post of Sentor Independent Director and £4,000 per annum for
chairing the Audit and Remuneration Cammutiees respectively The board has acknowledged that the non-executives
directors’ fees are now out of ine with market rates, but it has been decided, for the time being, not to Increase the
fees pad

The fee paid to the Chairman 1s set separately by the Committee Miles Emley’s fee was £130,000 per annum On the

appointment of Richard Stiliwell the Committee took advice and the annual fee payable to the Chairman has been set i
by the Committee at £120,000 per annum On his appointment, Mr Stllwell elected to forege £10,000 per annum from

this fee The Company shall donate the sums so withheld to registered charties nominated by Mr Stiliwell, with such

contributions being matched by contnbutions by the Company

Non-executive directors may not participate in the Group’s cash or share-based incentive arrangements

Service contracts and letters of appointment

It 1s the Campany's policy that executive directors should serve under rolling service contracts of twelve months’
duration or less and that there should be no special provisions for compensation in the event of termination {neither
In the normal course nor following a change In control of the Company) and that any compensation payments made
should take account of the executive's duty to mitgate his loss This policy was confirmed dunng the year and the
service contracts and letiers of appointment disclosed below comply with this policy

The policy on non-executive directors'’ letiers of appointment is that they shall be for an iniial penod of no more than
three years, but subject to notice at any time  During the year the notice penods for non-executive directors were
extended after consideration of market practice and the time involved to recruit suitable candidates to six months’
notice in the case of the Chairman and to three months' notice in the case of the other non-executive directars
(previously three months' and one month's notice, respectively)

Summaries of the directors’ contracts are disclosed below and brief biographical details are set out on page 39
Directors’ contracts and letters of appointment are available for inspection in accordance with Provision A 4 4 of

the Code

Unexpired term/
Executive Date of contract Netice penod
Matt Armitage 1 June 2007 12 months
Patrick Martell 1 August 2003 12 months
Lloyd Wigglesworth 11 February 2008 12 months
Non-executive Date of letter of appointment Notce penod
Mike Butterworth 14 July 2010 3 months
Siman Marquts 5 December 2003 3 months
Richard Stillwell 11 August 2006 6 months
Tony Stuart 23 December 2010 3 months

In accordance with the Company’s Articles of Association Richard Stillwell and Lioyd Wigglesworth each retire by

rotation at the forthcorming Annual General Meeting Tony Stuart was appointed to the board on 31 January 2011 and

holds office until the next Annual General Meeting The board supports therr re-elections and, being eligible, they offer .
themselves for re-election

External appointments

Executive directors may accept appointments outside the Company with the perrmission of the board The extent to
which any fees are retamned by the individual or are remitted to the Company will be considered on a case-by-case
basis No executive director held an external appoimntment dunng the year




St Ives ple Annual Report and Accounts 2011

51

AUDITED INFORMATION
Directors’ remuneration

The total amounis for directors’ remuneration were as follows

011 2610
£'000 £'000

Emoluments 22054 20188
Termination payments 325 -
Gains on exercise of share options - -
Money purchase pension contributions 194 181
2,257.3 2,0369

Patnck Martell 1s the highest patd director of the Company

indmidua! directors’ emoluments from the Group were as follows

Basic Benefits Tolal emoluments
salary/fee Tenmination n kind
{note 1) Cashbonus 0B85 shares payments (note 2) 2011 2010
£000 £000 £000 (note 3) £000 £'000 £000
Executive
Matt Armitage 260 5 2170 930 - 14 57119 5095
Patnck Martell 363 1 3063 1312 - 53 8059 7253
Lloyd Wigglesworth 260 8 1550 1850 - 19 5727 5450
Nen-executive
Mike Butterworth 327 - - - - 32.7 -
Simon Marquis 380 - - - - 38.0 380
Richard Stillwell 542 - - - - 54.2 340
Tony Stuart 16 2 - - - - 16.2 -
Past directors
Dawvid Best {to 30 November 2010) 113 - - - - 13 340
Bnan Edwards {to 3 August 2010) - - - - - - 16
Miles Emley {to 25 Apnl 2011) 97 5 - - 325 50 1350 1314
1,134 3 6783 3792 325 136 2,2379 20188

In respect of DBS shares, Matt Armitage, Patnick Martell and Lloyd Wiggtesworth will acquire shares in the Company
from their net pay, that 15 pay after deduction of iIncome tax and employees’ national insurance contnbutions, of
£44,640, £63,000 and £74,400 (gross pay of £93,000, £131,250 and £155,000) respectively, which will be held under
the terms of the DBS A description of the DBS 1s given on page 48

Notes

1 The basic salanes of Matt Ammitage, Patnick Martell and Uoyd Wigglesworth include additional payrments of £12 532 £13 112 and
£12,815, respectively (2010-£15,533 £mil and £12 815 respectively) in lieu of the prowvision of a company car and fuel benefit

Richard Stitweil s fees are shown after foregaing £2 500 of fees dunng 2010/2011

2 Benefits in kind constitute medical expenses insurance cover for Matt Armitage, Patnck Martell, Lioyd Wigglesworth and Miles Emiey
and the prowision of a company car and fuel benefit to Patnck Martell far the penod 1 August to 22 September 2010

3 Wwas agreed that Mr Emley would stand down as Chairman as a director of the Company if the sale of the Group s Magazine prnting business
was completed after the approval at a General Meeting of sharehoiders Once this was achieved Mr Emlay stood down immediately to allow the
next phase of the Company’s strategy to be considered under a new chaimanship The terminaton payment made to Mr Emley represents payment

in liew of his three months contractual notice
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Directors’ interests in the share capital of the Company
Interests of directors and their connected persons in 10 pence ordinary shares {fully paid) of the Company at
29 July 2011 were as follows

31 July
2010
or date of
28 July appontment
2011 If later
Executive

Matt Armitage 74,752 -
Patrick Marteli 120,286 14,789
Lioyd Wigglesworth 30914 10,000

Non-executive
Mike Butterworth {appointed 1 August 2010) 11,000 -
Simon Marquis 3,000 3,000
Richard Stillwelt 13,000 13,000
Tony Stuart {(appointed 31 January 2011) 10,000 -

All the above share interests were held beneficially and the information given 1s accurate as at 4 October 2011 The
share interests of Mati Armitage, Patrick Martell and Lloyd Wigglesworth disclosed above include shares purchased
from their 2009/2010 bonuses which are held in the Company’s EBT under the rules of the Company’s DBS

Directors’ share options and LTIP awards
Detarls of the share options held by directors are shown below All options were granted for nif consideration under the
ESOS 2001

Number of options
Date

30 July Exercised Lapsed Granted 29 July Exgrcise from which Expury
Date of grant 2010 dunngyear dunngyear dunng year 2011 price pence exercsable date
Matt Arrrutage 28 Apr 2008 110 800 - 110800 - - 23675 2ZBA2M1 27 Apr2018
3 Mov 2009 544 000 - - - 544,000 8617 3 MNov2012 2 Nov 2019

654,800 - 110 800 - 544,000
Patrick Martell 28 Apr 2008 152,000 - 152 000 - - 23675 28 Apr2011 27 Apr2018
3 Nov 2009 544 000 - - - 544,000 8617 I MNov20i2 2 Nov2019

696 000 - 152 000 - 544,000
Lloyd Wiggleswarth 3 Nov 2009 544 000 - - - 544,000 6617 3 Nov20i2 2 Nov2019

The final grant of options awarded by the Committee on 3 November 2009 to the executive directors under the ESCS
2001 will vest on the achievement, in 2011/2012, of a profit before tax of at least £15 million as follows

Percentage % of award
Profit before tax vesting (siepped scale)
Above £15m and below £17m 20%
Above £17m and below £19m 20%
Above £19m and below £21m 30%
£21m or more 30%

Unless the Committee determines otherwise, for the purposes of calculating the Group's profit before tax underiying
items shall be excluded The Committee may make such adjustments to the method of calculating the Company’s
profit before tax as it considers appropriate to take account of (a) any increase or vanation of the share capital of the
Company, (b) any change to accounting standards practices affecting the calculation of profit before tax, or (¢) any
other factors considered by the Commuttee to be relevant
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The options granted in Apnil 2008 to Matt Armitage and Patrick Martell lapsed in the year under review as the annual
EPS growth targets of RPI plus 3 to 6 per cent were not met

Details of awards made to directors under the LTIP are shown below

Market pnce

per sharg End of
al date 30 July Awarded 28 July  performance Vesting
Date of award of award 2010 dunng year 2011 penod date Expiry date
Matt Armitage 5Jan 2011 87 75p — 232,600 232,600 July 2013 5.Jan2014 4 Jan 2021
Patrick Martell 5Jan 2011 97 75p - 410,500 410,500 July 2013 5Jan 2014 4 Jan 2021
Lloyd Wigglesworth SJan 2011 97 75p - 232,600 232,600 July2013 5Jdan 2014 4 Jan 2021

The vesting of awards made on 5 January 2011 ts subject 1o performance conditions set by the Committee over a
three year pernod as follows

(a) The EPS target

One half of the total number of shares over which an award 1s granted 1s subject to an absolute adjusted earnings per
share (EPS'} target For these purposes the EPS target will be calculated by reference to the adjusted EPS as set out
In the Company’s Annual Repart and Accounts for the 2012/2013 financial year, (subject to such further adjustments
as the Committee considers fair and reasonable} No part of the award subject to the EPS target will vest unless EPS
for the 2012/2013 financial year 1s equal to or greater than 14 pence, with full vesting for EPS of 16 pence or more,

as follows

EPS for the 2012/2013 Percentage of the total number of shares subject to the EPS target that

financial year will vest

16 pence or more 100% {1 e 50% of the total number of shares subject to the award)

From 14 pence to 16 pence Between 25% and 100% on a straight-line basis (| e between 12 5% and
50% of the total number of shares subject to the award)

Less than 14 pence 0%

(b} Non-pnnt added value target

One quarter of the total number of shares over which an award 1s granted 1s subject to a target based on the increase
in ‘added value’ atinbutable to non-pnnt activities for the 2012/2013 financtal year and an absolute EPS underpin For
these purposes added value attnbutable to non-pnnt activities for the 2012/2013 financial year will be defined as sales
less the costs of materials and bought-in costs attributable to non-prnt activities such as database marketing, pre-retail
services and retall consultancy No part of the award subject to the non-pnnt added value target will vest uniess the
added value atinbutable to non-pnint activiies for the 2012/2013 financial year s equal to 16 per cent, with full vesting
for added value atinbutable to non-print activities of 20 per cent or more, as follows

Added value attributable to Percentage of the total number of shares subject to the non-print added

non-pnnt activities for the value target that will vest, subject to satisfaction of the EPS underpin

2012/2013 financial year

20% or more 100% (1 e 25% of the total number of shares subject to the award)

From 16% to 20% Between 25% and 100% on a straight-line basis {t e between 6 25% and
25% of the total number of shares subject to the award})

Less than 16% 0%

In addition, no part of the award subject to the non-print actvities condition described above will vest if EPS for the
2012/2013 financial year 15 less than 12 pence {unless the Committee, In its discretion, determines otherwise)
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{c) Refative TSR target
One quarter of the total number of shares over which an award 1s granted 1s subject to a target measunng the relative

Total Shareholder Return {'TSR’) of the Company against a comparator group comprising those companies hsted in the

FTSE All-Share Support Services sector {excluding FTSE100 companies) on the award date and the satisfaction of an
absotute EPS underpin

The TSR condition will be measured over a fixed three-year penod and TSR will normally be averaged over the
three-month pernod immediately pnor to the commencement of the performance period and the three month period
immediately preceding the end of the performance perod

No part of the award subject to the TSR target will vest unless the Company's TSR at the end of the performance
period I1s at least the median as follows

Rank of the Company's TSR Percentage of the total number of shares subject to the TSR target that
against the comparator group at will vest, subject to satisfaction of the EPS underpin

the end of the performance penod

Upper quartle or above 100% (1 e 25% of the total number of shares subject to the award)

Between median and upper quartile Between 25% and 100% on a straight-line basis () e between 6 25% and
25% of the total number of shares subject to the award)

Median 25% (1e 6 25% of the total number of shares subject to the award)

Below median 0%

In addition, no part of the award subject to the TSR condition descnbed above will vest if EPS for the 2012/2013
financial year 1s less than 12 pence (unless the Committee, in its discretion, determines otherwise)

The market price of St lves ple ordinary shares of 10 pence each at 29 July 2011 was 92 38 pence and the range
during the financial year was 69 5 pence to 110 pence

Pension
Patrick Martell has an entitiement from the Group's defined benefits pension scheme, which 1s disclosed below

Transfer value
Increasa in of mcrease n
Transfer value of dE::;f;rev:;Er Increase n pen :zﬁ"l-éesg Accumulated total
accrued pension (note 1 ! ed ston (note 3
ued pansion { ) less cirectors accrued directors Accrued pen ¢ )
At 29 July At 30 July contnbubons  pernsion dunag ¢contnbubons At 29 July At 30 July
2011 210 {note 1) the year (note 2) {note 1) 2011 2010
£000 £000 £000 E£000pa £'000 £00pa £000pa
Pairick Martell 10450 9133 1317 04 51 808 779

Notes

1 The transfer values have been calculated on the basis agreed by the Trustee of the 5t lves Pension Scheme The transfer values disclosed above
do not represent a sum paid or payable to the indvidual director Instead they represent a potential liability of the defined benefits pension schema

2 Thengrease in the accrued pension dunng the year shown above excludes any increase ansing from the statutory revaluation in deferment up to
normal retirement age

3 The accumulated total accrued pension entittements shown are calcutated on service completed to 31 August 2008 the date the scheme ceased
the accrual of further benefits and then increased to 30 July 2010 and 29 July 2011 1n line with increases granted by the scheme Total servce
0 31 August 2008 was 23 years 5 months including 5 years 2 months service purchased from transfers-in to the Company’s defined benefits
pensian scheme

Pension contributions made by the Company to defined contnbution schemes in respect of executive directors are
shown below

2011 2010
£'000 £000
Matt Armitage 97 97
Bnan Edwards (resigned 3 August 2009) - 03
Lloyd Wigglesworth 9.7 81

194 181
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Performance graph

The graph below shows the Company's performance, measured by Total Shareholder Return, compared with the
performance af the FTSE Small Cap Index over the past five years The FTSE Small Cap has been chosen as a
comparator as it represents a broad equity ndex of which the Company has been a constituent member for the
majonity of the relevant five year period

Approved by the board and signed on its behalf by

/

Tony Stuart
Charrman of the Remuneration Commiitee

4 QOctober 2011
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Statement of Directors’ Responsibilities

The directors are responsible for preparing the Annual
Repart, Directors’ Remuneration Report and the financial
statements in accordance with applicable law and
regulations

Company law requires the directors to prepare financial
statements for each financial year

Under that law the directors are required to prepare the
Group financial statements in accordance with
International Financial Reporting Standards ('IFRSs’) as
adopted by the European Union and Article 4 of the IAS
Regulation and have elected to prepare the parent
company financial statements in accordance wath Umited
Kingdom Generally Accepted Accounting Practice
{United Kingdom Accounting Standards and applicable
law) Under company law, the directors must not approve
the accounts unless they are satisfied that they give a true
and fair view of the state of affairs of the Company and of
the profit or loss of the Company for that penod

In preparing the Group financial statements, International
Accounting Standard 1 requires that directors

* properly select and apply accounting policies,

+ present information, including accounting policies, th a
manner that provides relevant, rellable, comparable and
understandable information,

+ provide additional disclosures when compliance with
the specific requirements in IFRSs are insufficient to
enable users to understand the impact of particular
transactions, other events and condittons on the entity's
financial position and financial perfformance, and

+ make an assessment of the Caompany's ability to
continue as a going concern

In prepanng the parent company financial statements,
the directors are required to

» select suitable accouniing policies and then apply
them consistently,

+ make judgements and accounting estimates that are
reasonable and prudent,

« state whether applicable United Kingdom Accounting
Standards have been followed, subject to any matenal
departures disclosed and explained in the financial
statements, and

« prepare the financial statements on the going concern
basis unless It Is inappropnate to presume that the
Company will continue in business

The directors are responsible for keeping adequate
accouniing records that are sufficient to show and explain
the Company's transactions and disclose with reasonable
accuracy at any time the financal position 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 irregulantes

The directors are responsible for the maintenance and
integrity of the corporate and financial information included
on the Group's website Legislation in the United Kingdom
governing the preparation and dissernination of financial
statements may differ from legislation in other junsdictions

The directors confirm that to the best of their knowledge
the financial statements, prepared in accordance with the
relevant financial reporting framework, give a true and fair
view of the assets, labilities, financial position and profit or
loss of the Company and the undertakings included in the
consolidation taken as a whole, and the management
report, which 1s incorporated into the Directors’ Report,
includes a fair review of the development and
performance of the business and the position of the
Company and the undertakings included in the
consohidation taken as a whole, together with a
description of the principal risks and uncertainties that
they face

Approved by the board of directors and signed on its
behalf by

Patnck Martell
Chief Executive

4 QOctober 2011
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Independent Auditors’ Report to the Members of St Ives plc

We have audited the Group financia! statements of St lves
plc for the 52 weeks ended 29 July 2011 which comprise
the Consolidated Income Statement, the Consolidated
Balance Sheet, the Consolidated Cash Flow Statement,
the Consolidated Statement of Changes in Equity, the
Consolidated Statement of Comprehensive Income and
the related notes 1 to 34 The financial reporting
framewaork that has been applied in their preparation 1s
applicable law and International Financial Reporting
Standards ('IFRSs") as adopted by the European Union

This report 15 made solely to the Company’s members,
as a body, in accordance with Chapter 3 of Part 16 of
the Comparues Act 2006 QOur audit work has been
undertaken so that we might state to the Company's
members those matters we are required to state to them
in an auditors’ report and for no other purpose To the
fullest extent permitied by law, we do not accept or
assume responsibilty to anyone other than the Company
and the Company's members as a body, for our audit
waork, for this report, or for the opinions we have formed

Respective responsibilities of directors

and auditors

As explained more fulty in the Directors’ Responsibilibies
Statement, the directors are responsible for the
preparation of the Group financial statements and for
being satisfied that they give a true and farr view

Our responsibility 1s to audit the Group financial
slatements in accordance with applicable law and
International Standards on Auditing (UK and Ireland)
Those standards require us to comply with the Auditing
Practices Board's ('APB's") Ethical Standards for Auditors

Scope of the audit of the financial statements
An audit involves obtaining evidence about the amounts
and disclosures in the financial statements sufficient to
give reasonable assurance that the financial statements
are free from matenal misstatement, whether caused by
fraud or error This includes an assessment of whether
the accounting policies are approprate to the Group's
circumstances and have been consistently applied

and adequately disclosed, the reasonableneass of
sigruficant accounting estimates made by the directors,
and the overall presentation of the financial statements
In additron, we read all the financial and non-financial
information in the annual report to iIdentify matenal
inconssstencies with the audited financial statements

{f we become aware of any apparent matenal
misstatements or Inconsistencies we consider the
implicattons for our report

Opinion on financial statements
In our opinion the Group financial statements

« give a true and fair view of the state of the Group's
affairs as at 29 July 2011, and of its loss for the year
then ended,

» have been properly prepared In accordance with IFRSs
as adopted by the European Union, and

7%

* have been prepared in accordance with the
requirements of the Companies Act 2006 and
Adticle 4 of the IAS Regulation

Saparate opinion in relation to IFRSs as 1ssued
by the IASB

As explained in note 1 to the Group financial statements,
the Group 1in addition to complying with its legal obligation
to apply IFRSs as adopted by the European Union,

has also applied IFRSs as 1ssued by the International
Accounting Standards Board {'|ASB’)

In our optnion the Group financial statements comply with
IFRSs as 1ssued by the IASB

Opinion on other matter prescribed by the
Companies Act 2008

In our opinion the information given in the Directors’
Report for the financial year for which the financial
statements are prepared 1s consistent with the Group
financial statements

Matters on which we are required to report
by exception
Woe have nothing to report in respect of the following

Under the Companies Act 2006 we are required to report
to you i, In cur opinion

» certain disclosures of directors' remuneration specified
by [aw are not made, or

» we have not received all the infermation and
explanations we require for our audit

Under the Listing Rules we are required to review

» the directors' statement contained within the Directors’
Report in relation to going concern, and

¢ the part of the Corporate Governance Statement
relating to the Company's compliance with the nine
provisions of the UK Corporate Governance Code
specified for our review

Other matter

We have reported separately on the parent company
financial statements of St Ives plc for the 52 weeks ended
29 July 2011 and on the information in the Directors’
Remuneration Report that 1s descnbed as having

been audited

ke

Peter O’'Qonoghue (Senior Statutory Auditor)
for and on If eloitte LLP

Chartered Accountants and Statutory Auditors
London, United Kingdom

4 October 2011
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Consolidated Income Statement

52 weeks to 29 July 2041 52 weeks to 30 July 2010¢
Non- Non-
undertying® underlying
Underlying (nota T} Total Undertying {note 7) Total
Note €000 £'000 £'000 £000 £000 £000
Revenue 34 296,790 454 297244 291,430 39 291,469
Cost of sales (217,284)  (4,645) (221,929) (217,002) (2,758) (219,760)
Gross profit 79,506 (4,191) 75315 74,428 2,719y 71,709
Selling costs (24,160) (276) (24,436) (21,944) (142) (22,086)
Administrative expenses (34,207) (3,842) (38,049) (34,003) (3375) (37.378)
Other operating income 181 4,300 4,481 271 1614 1,885
Profit/{loss) from operations 45 21,320 (4,009) 17,311 18,752 {4622y 14,130
Investment tncome g 13,973 - 13,973 13,267 - 13,267
Finance costs g (14,388) —  (14,388) (14,222) - (14,222)
Profiti(loss) before tax 20,905 (4,009} 16,896 17,797 (4622) 13,175
Income tax {charge)/credt 10 (5,764) 2,692 (3,072) (5,607) 3,633 (1,974)
Profit/(loss) for the period from
continuing operations 15,141 (1,317) 13,824 12,190 (989) 11,201
Loss from discontinued operations 12 (1,312) (17,273) (18,585) (2,248) (1,215} (3,463)
Net profit/{loss) for the penod 13,829 (18,590) (4,761) 9,042 (2,204) 7,738
Attributable to
Shareholders of the parent company 13,748 (18,551) (4,803) 9,042 (2,204) 7,738
Non-controling interests 81 {39) 42 - - -

13,829 (18,590) (4,761) 9,942 (2,204} 7,738

Basic earings per share {p)
From continuing operations 14 14 45 (1.23) 1322 1183 (0 96} 10 87
From continuing and discontinued operations 14 1319 (17 80) {4 61) 965 (214) 751

Diluted earnings per share (p)
From continuing operations 14 14 36 (1.22) 1314 1183 (0 86) 10 87
From continuing and discontinued gperations 14 13.11 (17.69) {4.58) 265 {2 14) 751

1 The results for the pror period have been reclassified to show the Magazine pnnting business as a discontinued operation

*  Nonundertying stems compnse restructunng charges prowision releases operating resuits of non-continuing operations amortisation of acquired
intangibies and other ong-off tems
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Consolidated Statement of Comprehensive Income

S52weskato 52 weeksto

29 Jduly 30 July
201 2010
£'000 £ 000
(Loss)/profit for the period (4,761) 7,738
Actuanal gains on defined benefits pension schemes 16,696 3,835
Transfers of gains on cash flow hedges to hedged items (59) {209)
Gains on cash flow hedges taken directly to comprehensive income 4 59
Tax charge on items taken directly to comprehensive iIncome {4,697) (1,367)
Other comprehensive income for the pericd 11,944 2,318
Total comprehensive income for the penod 7,183 10,056
Attrnbutable to
Shareholders of the parent company 7141 10,056
Non-controlhing interests 42 -
7,183 10,056
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Consolidated Statement of Changes in Equity

Hedging
Capual Share and Non-
Share Share ESOP redemphon opton  translaton Other  Retained controlling
capital  premum reserve reserve reserve reserve  reserves  eamings intarost Total
£'000 £000 £000 £000 £000 £000 £000 £000 £'000 £000
Balance at
31 July 2009 10,355 46,689 (1,913) 1,238 - 157 46,171 65,542 - 122,068
Prafit for the penod - - - - - - - 7,738 - 7,738
Other comprehensive
{loss)income for
the period - - - - - (114} (114) 2,432 - 2318
Comprehensive
income/{loss) for
the penod - - - - - (114) {114) 10,170 - 10,056
Dwidends - - - - - - - (2,318) - {2,318)
Issue of share capital 3 17 - - - - 17 - - 20
Recognition of share-
based payments - - - - 60 - 60 - - 60
Balance at
30 Juty 2010 10,358 46,706 (1,913) 1,238 60 43 46,134 73,394 — 129,886
Loss for the perod - - - - - - - (4,803) 42 (4,761)
Other comprehensive
(loss)/income for
the perod - - - - - (39) (39) 11,983 - 11,944
Comprehensive
{loss)income for
the penod - - - - - (39) {(39) 7,180 42 7,183
Ansing on acquisition
of subsidiary - - - - - - - - 620 620
Dmvidends - - - - - - — (3,616) - {3,616)
{ssue of share capital 227 1,834 769 - - - 2,603 (606) - 2,224
Recognition of share-
based paymenis - - - - 284 - 284 - - 284
Balance at

29 July 2011 10,585 48,540 (1,144} 1,238 344 4 48,982 76,352 662 136,581
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Consolidated Balance Sheet

29 July 30 July
2011 2010
Note £'000 £000
Assets

Non-current assets
Property, plant and equipment 15 62,376 107,438
Goodwill 16 67,443 54,383
Gther intangible assets 16 11,522 4,683
Financial assets 17 2,429 3.495
Deferred tax assets 18 - 1.3565
Other non-current assets 20 - 202

143,770 171,556

Current assets

Inventories 19 7,182 10,112
Trade and other receivables ¢ 65,110 68,148
Current tax receivable - 568
Denvative financial instruments 20 4 59
Cash and cash equivalents 20 16,262 10.515
Assets held for sale 21 - 2,140
88,558 91542
Total assets 232,328 263,098
Liabilities
Current habilities
Trade and other payables 22 69,255 79,920
Income tax payable 3,283 -
Deferred consideration payable 1 1,677 -
Deferred income 24 376 934
Prowvisions 25 1,626 3,752

76,217 84,606

Non-current habihties

Loans 23 - 13,183
Retrement benefits obligations 26 12,295 32,887
Deferred consideration payable 1 2,621 -
Deferred income 24 - 533
Provisions 25 687 666
Deferred tax habilities 18 3,927 1,267
19,530 48,606
Total hahilities 95,747 133,212
Net assets 136,581 129,886
Equity
Capital and reserves
Share capital 28 10,585 10,358
Other reserves 48,982 46,134
Retaned earnings 76,352 73394
Attributable to shareholders of the parent company 135918 129,886
Non-controlling interests 662 -
Total equity 136,581 129,886
These ral statements were approved by the board of directors on 4 October 2011 and signed on its behalf by

TOR SR CE N

Patrnick Martell Matt Armitage
Chief Executive Finance Director
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Consolidated Cash Flow Statement

S52wosksto 52 weeksto
29 July 30 Juty
2011 2010
Note £'000 £000

Operating activities

Cash generated from operations 2¢ 22282 37,222

Interest paid (1,079 (1,160)
Income taxes (paid)frecewed (1,323) 744

Net cash generated from operating activities 19,820 36,806

Investing activities

Purchase of property, plant and equipment (6,814) (11,245)
Purchase of other intangibles (2,070) (804)
Proceeds on disposal of property, plant and equipment 9,263 4,584

Disposal proceeds of subsidiary, net of cash disposed 12 14,772 -

Acquisition of subsidiary, net of cash acguired 1 (12170) (10,517}
Net cash generated from/{used 1n) investing activities 2981 (17,982)
Financing activittes

Dwidends paid 13 {3616) (2,318)
Decrease In bank loans {13,494) (20,000)
Net cash used in financing activities {(17.110) (22,318)
Net increase/(decrease) in cash and cash equivalents 5,751 (3.484)
Cash and cash equivalents at beginming of period 10,515 14,016

Effect of foreign exchange rate changes {4) {7}
Cash and cash equivalents at end of penod 29 16,262 10,515
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Notes to the Consolidated Financial Statements

1. General information

St lves plc 1s a company incorporated in England and Wales under the Companies Act 2006 The address of the
registered office 1S One Tudor Street, London, EC4Y 0AH The nature of the Group's operations and Its principal
actvities are set out in the Business Review, pages 6 to 31

These consolidated financial statements (‘the financial statements’) are presented in Sterling because this 1s the
currency of the pnmary economic environment in which the Group operates

In the current year, the following revised Standards and Interpretations have been adopted

Amendments to IFRS 2 (Jun 2009) Group Cash-settled Share-based Payment Transactions
Amendments to 1AS 32 (Oct 2008) Classification of Rights Issues

Two interpretations 1ssued by the International Financial Repaorting Interpretations Commitiee are effective for the

current period
IFRIC 11
IFRIC 19

IFRS 2 — Group and Treasury Share Transactions

Extinguishing financial habilittes with equity

At the date of authorsation of these financial statements, the following Standards, Amendments and Interpretatrons
which have not been applied in these financral statements were 1n issue but not yet effective (and in some cases had
not yet been adopted by the EU) The Group does not currently believe the adoption of these pronouncements will
have a matenal impact on the consolidated results, financial position or cash flows of the Group

IFRS 9

IAS 24 (revised)

IFRIC 14

IFRS 10

IFRS 7 (amendments)

IFRS 1 (amendments)

IFRS 11

1AS 28 (revised)

IFRS 12

IFRS 13

IAS 1 (amendments)

IAS 19 (revised)

IAS 12 (amendments)

Financial Instruments, this standard s mandatory for accounting periods effective after
1 January 2012

Related Party Disclosures, this standard is mandatory for accounting periods effective after
1 January 2011

Prepayments of a Minimum Funding Requirement, this standard 1s mandatory for
accounting periods effective after 1 January 2011

Consolidated Financial Statements, this standard 1s mandatory for accounting penods
effective after 1 January 2013

Financial Instruments Disclosure, this standard 1s mandatory for accounting penods
effective after 1 July 2011

Severe hypennflation and removatl of fixed dates for first-timer adopters, this standard 15
mandatory for accounting penods effective after 1 July 2011

Joint Arrangements, this standard 1s mandatory for accounting penods effective after
1 January 2013

Investments in Associates and Jotnt Ventures, this standard 1s mandatory for accounting
penods effective after 1 January 2013

Disclosure of Interest in Other Entities, this standard 1s mandatory for accounting penods
effective after 1 January 2013

Fair Value Measurement, this standard 1s mandatory for accounting periods effective after
1 January 2013

Presentation of ltems of Other Comprehensive Incorne, this standard 1s mandatory for
accounting periods effective after 1 July 2012

Employee Benefits, this standard 15 mandatory for accounting perniods effective after
1 January 2013

Deferred Tax Recavery of Underlying Assets, this standard 1s mandatory for accounting
penods effective after 1 January 2012

In addition, ‘Improvements ta IFRSs 2010° includes amendments to a number of Standards and Interpretations
The effective date of all the amendments 1s for annual peniods beginning on or after 1 January 2011




64 5t tves plc Annual Report and Accounts 2011

Notes to the Consolidated Financial Statements confinuea

2 Significant accounting policies
The financial statements have been prepared n accordance with International Financial Reporting Standards (1FRSY)
adopted by the European Union and IFRSs as 1ssued by the International Accounting Standards Board {'IASB")

The financial statements have been prepared on the histoncal cost basis, except for the revaluation of financial
instruments The sigrificant accounting policies adopted are set out below

In the process of applying the Group’s accouning policies, management has made judgements as to the policies
that have the most significant effect on the amounts recogmsed 1n the financial statements The accounting
estimates and assumptions that management considers 1o be its cntical accounting estimations are detaled and
explained in the Financial Review

Going concern

The directors have, at the time of approving the financial statements, a reasonable expectation that the Company
and the Group have adequate resources to continue in operational existence for the foreseeable future Thus they
continue to adopt the going concern basis of accounting in preparing the financial statements Further detail is
contained in the Business Review on page 11

{a) Basis of consolidation

The consolidated financial statements Incorporate the financial statements of the Company and entites controlied
by the Company (its subsidiary undertakings) for each period Control 1s achieved where the Company has the
power {0 govern the financial and operating policies of an investee entity so as to aobtan benefits from its actvites

The results of subsidiaries acquired or disposed of during the penod are included n the cansolidated income
statement from the effective date of acquisition or up to the effective date of disposal, as approprate

The consolidated income statement does not consolidate line by line the trading of operations classified as
discontinued operations These are shown on a single hne under ‘Profit/(loss) from discontinued operations’
In the consolidated income statement

Certain halance sheet comparatives have been restated 1o reflect changes in presentation

Where necessary, adjusiments are made to the results of subsidianes to bring thetr accounting policies into ine with
those of the Group All intra-Group transactions, batances, income and expenses are eliminated on consolidation

(b) Columnar classification in the income statement

Income statement items are presented in the middle column under the heading ‘non-underlying items’ if they are
significant in size and do not occur in the normal course of business, or If they compnse the operating results of

a site ansing after a formal decision on its closure has been taken where that site does not meet the definiticn of a
discontinued operation under IFRS 5 — Assets held for sale and discontinued operations (in which case the site and
its activities are referred to as a ‘non-continuing operation’}), or If they comprise amortisation charges on acquired
intangible assets

{c) Revenue recogmtion

Revenue

Revenue s measured al the fair value of consideration received or receivabie and compnses amounis recevable
for goods and services, net of trade discounts, up-front payments, VAT and other sales-related laxes Revenue s
recognised in the ncome statement when the sigruficant risks and rewards of ownership are transferred to the
customer, normally on shipment of the product

Income from advance billings 1s deferred and realised to revenue when condiions for its recogniion have been fuffilled

Interest income
Interest ncome 1s accrued on a ime basis, by reference to the pnncipal outstanding and at the effective interest
rate apphicable
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(d) Intangible assets

Goodwill

Goodwill ansing on the acquisitien of a subsidiary represents the excess of the cost of the acquisition over the net
fair value of the identifiable assets, habiliies and contingent kabiities of the subsidiary at the date of the acquisition
Fair value s finalised within 12 months of the date of the acquisition Goodwill 1s not amortised but reviewed for
impairment annually in accordance with the impairment of goodwill policy set out below

Other intangible assets — computer software

Computer software that I1s not integral to an item of property, plant or equipment is classified as an intangible asset
and 1s held on the balance sheet at cost These assets are amortised over their estmated useful ives, which 1s
generally two to five years

Other infangible assefs — customer relationships

Customer refationships identified as separable intangible assets in the context of business combinations are
capitalised at their far value at the date of acquisition They are amortised over their esttmated useful lives, which 1s
eight years

{e) Property, plant and equipment
Property, plant and equipment held for use in the preduction or supply of goods, or for administration purposes 15
stated in the balance sheet at deemed cost less any accumulated depreciation and mpairment losses

Costs are recognised as an asset only when it 1s probable that future economic benefits associated with the item wil!
flow to the Group and the cost of the item can be measured reltably All repairs and maintenance are charged to the
income statement dunng the penod in which they are incurred

Assets In the course of construction are carned at cost less any recognised impairment loss Cost includes
professional fees Depreciation of these assets commences when the assets are ready for therr intended use

Freehold land 1s not depreciated

Depreciation is charged, other than on freehold land and assets under the course of construction, so as to write off
the cost or valuation of assets over their estimated useful ives, using the straight-line method, on the following bas's

Freehold bulldings 2% - 4%
Long leases Pericd of lease
Plant and machinery 10% - 33'%:%
Fixture, fittings and equipment 10% ~ 33'1%
Motor vehicles 20 - 25%

The gain or loss ansing on the disposal or retirement of an asset ts determined as the difference between the sale
proceeds and the cammying amount of the asset and Is recognised in the income statement

(f) Impairment of property, plant and intangible assets excluding goodwill
At each balance sheet date the Group reviews the carrying amounts of its property, plant and equipment and
intangible assets to determurne whether there 15 any indication that those assets have suffered any mpairment loss

If any such indication exists, the recoverable amount of the asset 1s estimated in order to determine the extent of the
imparment loss (if any}) Where the asset does not generate cash flows that are independent from other assets, the
Group estimates the recoverable amount of the cash-generating unit to which the assets belongs

The recoverable amount is the higher of fair value less costs to sell and value-in-use In assessing value-in-use, the
estimated future cash flows are discounted to ther present value using a pre-tax discount rate that reflects current
market assessment of the ime value of money and the nisks specific to the asset for which the estimates of future
cash flows have not been adjusted
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Notes to the Consolidated Financial Statements confinuea

2. Significant accounting policies contfinued

If the recoverable amount of an asset {or cash-generating unit) 1s estimated to be less than its carrying amount, the
carrying amount of the asset (cash-generating untt) 1s reduced to its recoverable amount An impairment l0ss is
recognised immediately as an expense in the income statement

Where an imparment loss subsequently reverses, the carrying amount of the asset {cash-generating unit) 1s
Increased to the revised estimate of its recoverable amount, but so that the increased carrying amount does not
exceed the carrying amount that would have been determined had no impatrment loss been recognised for the
asset {cash-generating unit) in prior years

A reversal of an impairment 1085 1s recognised as income immediately in the income statement

(g} Impairment of goodwill

Goodwill ansing on acqutsition 1s allocated to the group of cash-generating units that are expected to benefit from
the synergies of the combination A cash-generating unit represents the lowest level at which goodwill 15 monitored
by the Group's board of directors for internal management purposes The recoverable amount of the group of
cash-generating units to which goodwill has been allocated 1s tested for impairment annually on a consistent date
during each financial year, or more frequently when such events or changes in circumstances indicate that it may
be impaired

Any impairment 1s recogrised immediately in the income statement [mpairments of goodwill are not
subsequently reversed

(h) Assets held for sale

Assets held for sale are measured at the fower of carnying amount and farr value less costs o sell Non-current
assets are classified as held for sale if their carmying amount will be recovered through a sale transaction rather than
through continuing use This condition 1s regarded as met anly when the sale 1s highly probable and the asset 1s
avaitable for mmediate sale in its present condition Management must be committed to the sale which should be
expected to quahfy for recogrition as a completed sale within one year from the date of classification

(1} Inventories
Inventones are stated at the lower of cost and net realisable value

Cost compnses direct matenals and, where applicable, direct labour costs and those production overheads that
have been incurred in bnnging the inventones to therr present location and condition Cost s valued on a first in, first
out (‘FIFQ') basis Net realisable value 1s the estimated selling price less the estimated costs of completion and costs
to be tncurred in selling and distnbution

() Tax
The tax expense In the income statement comprises tax currently payable and deferred tax

The tax currently payable 1s based on the taxable profit for the year Taxable profit differs from net profit as reported
In the iIncome statement because 1t excludes items of Income and expense that are taxable or deduclible 1n other
years and It further excludes ilems that are never taxable or deductible The Group's liability for current tax s
calculated using tax rates that have been enacted or substantively enacted at the balance sheet date

Deferred tax 1s recagnised on differences between the carrying amounts of assets and habitities in the accounts and
the corresponding tax bases used in the computation of taxable profit, and 1s accounted for using the balance sheet
hability method Deferred tax liabiliies are generally recognised for all taxable temporary differences and deferred
lax assets are recognised to the extent that it 1s probable that taxable profits will be avallable against which
deductble temporary differences can be utihsed Such assets and habilities are not recognised If the temporary
differences anse on goodwill or from the snitial recognition (other than business combinations) of other assets or
habilimes in a transaction that affects neither the tax profit nor the accounting profit

Deferred tax liabiliies are recognised for taxable temparary differences arising on investments in subsidiaries,
except where the Group 1s able to control the reversal of the temporary difference and 1t I1s probable that the
temporary difference will not reverse in the foreseeable future
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The carrying amount of deferred tax assets 15 reviewed at each balance sheet date and 1s reduced to the extent that
itis no longer probable that sufficient taxable profits will be available to allow ail or part of the asset to be recovered

Deferred tax 1s calculated at the tax rates that are expected to apply In the period when the iability 1s settled or the
asset 1s realised Deferred tax s charged or credited to the income statement, except where it relates to items
charged or credited directly to equity, in which case the deferred tax 1s also dealt with tn equity

Deferred tax assets and labilities are offset when there 1s a legally enforceable nght to offset current assets against
current labiliies and when they relate to income taxes levied by the same taxation authonty and the Group intends
to settle its current tax assets and liabilities on a net basis

{k) Government grants

Govemment granis relating to property, plant and equipment are treated as deferred income and released to the
Income statement over a pericd to match the expected useful lives of the assels to which they relate Grant income
IS recognised separately from the related expense

{l) Provisions

Provisions are recognised when the Group has a present obligation as a resull of a past event, and 1t 1s probable
that the Group will be required te settle the obligation, and s value can be reliably estrmated When a provision
needs to be released, the provision 15 taken back to the income statement within the line where it was mtally
booked

Provisions for repairs
Provisions for repairs are made where the Group 1s committed under the terms of the lease to make reparrs to
leasehold property The provision i1s made for the estimated cost over the penod of the lease

Provisions for restructuring costs
Provisions for restructuning costs are recognised when the Group has a detailed formal plan for the restructuning
that has been communicated to affected parties

{m) Foreign currencies

Transactions in foreign currencies other than Sterling are translated at the exchange rate ruling at the date of the
transaction Manetary assets and liabilities denominated in foreign currencies at the balance sheet date are
translated to Sterling at the exchange rate ruling at that date

Foreign currency differences ansing on translation or settlement of monetary items are recognised in the income
statement Non-monetary assets and habiliies that are measured in terms of histonical costin a foreign currency
are translated using the exchange rate at the date of the transaction and not retranslated each period end Non-
monetary assels and habilites denominated in foreign currencies that are stated at farr value are translated to
Sterling al exchange rates ruling at the date the far value was determined Exchange gains and losses ansing on
the retranslation of non-monetary assets and liabdities are recognised directly in a separate component of equity

On consolidation, the assets and labihties of the Group's foreign operations are translated into Sterling at the rates
prevalling at the balance sheet date Income and expense tems and the cash flows of foreign operations are
translated at the average exchange rates for the period, except for indmdually matenal items which may be
translated at the exchange rate on the date of the transaction Exchange differences ansing on retranslation of
non-monetary assets and habilities are recogrised directly in a separate component of equity

Such translation differences are recognised in the Income statement in the period in which the foreign operation
1s disposed of

Goodwill and farr value adjustments ansing on the acquisition of a foreign operation are treated as assets ang
llabiities of the foreign operation and translated at the closing rate
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2 Significant accounting policies continued

(n) Borrowing costs

Berrowing costs directly attrbutable to the acquisition, construction or production of qualifying assets, which are
assets that necessarnly take a substantial period of time to get ready for their intended use or sale, are added to the
cost of those assets, until such time as the assets are substantially ready for their ntended use or sale

Investment Income earned on the temporary investment of specific borrowings pending their expenditure on
qualifying assets s deducted from the borrowing costs eligible for capitalisation

All other borrowing costs are recognised in profit or loss in the period in which they are incurred

{o)} Financial instruments
Financial assels and financial habililes are recognised In the Group's balance sheet when the Group becomes a
party to the contractual provisions of {the instrument

Trade receivables

Trade recewvables do not carry any interest and are stated at their nominal value as reduced by appropriate

allowances for estimated irrecoverable amounts Allowances are recognised in the Income statement when there |
1s objective evidence that their asset 1s impaired

Cash and cash equivalents
Cash and cash equivalents comprise cash in hand and demand deposits

Bank borrowings

Interest-bearng bank loans and overdrafts are recorded as the proceeds receivable, net of direct 1ssue costs
Finance charges are accounted for on an accruals basis to the Income statement using the effective interest rate
method and are included in creditors to the extent that they are not settled in the penod inwhich they anse

tUnsecured loan notes

Floating Rate Guaranteed Loan Notes are recorded at therr nominal value Interest payable 1s accounted for on an
accruals basis to the income statement using the effective interest rate method and 15 included n creditors to the
exient that it 1s not settled in the perod in which it anses

Trade payables
Trade payables are not interest bearing and are stated at their nominal value

Denvative financial instruments and hedge accounting

The Group’s activities expose It pnmarily to the financial nsks of changes in foreign currency exchange rates and
interest rates The Group uses derivative financial instruments to hedge its exposure to foreign exchange for the
purchase of capital equipment denominated in foreign currencies and the sale of goods similarly denominated

The use of financial denivatives 1s governed by the Group's policies approved by the board of directors, which
provide wniten principles on the use of financial dervatives consistent with the Group's nsk management strategy
The Group does not hold or 1ssue denvative financial nstruments for speculative purposes

Changes in the farr value of derivative financial instruments that are designated and effective as cash flow hedges
of forecast transactions are recognised directly n equity and the ineffective portion 1s recognised immediately in the
income statement

If the cash flow hedge of a firm commitment or forecast transaction results in the recognition of an asset or liability,
then, at the bme the asset or lrability 1s recogrused, the associated gains and losses on the denvaiive that had
prevtously been recognised in equity are included in the initial measurements of the asset or kability For the hedges
that do not result In the recognition of an asset or liability, amounts deferred in equity are recogrused in the income
statement in the same period on which the hedged tem affects the net profit and loss

The gain or loss on hedging instrumenits relating to the effective portion of a net Investment hedge is recognised In
equity and the inefiective portion 15 recognised immediately in the income statement Gains or losses accumulated
in equity are included in the iIncome statement when the foreign operations are dispased of
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Hedge accounting 1s discontinued when the hedging instrument expires or 1s sold, terminated, or exercised, or no
longer qualffies for hedge accounting

At that time, any cumulative gain or loss on the hedging instrument recognised n equity 15 retained in equity until
the forecast transition occurs If a hedge transaction I1s no longer expected to occur, the net cumulative gain or loss
previously recognised In equity 1s included in the income statement for the penod

Denvatives embedded in other financial instruments or other host contracts are treated as separate denvatives when
their nsks and charactenstics are not closely related to those of their host contracts and the host contracts are not
camed at fair value with unrealised gains or losses reported In the income statement

Those derivatives which are not designed as hedges are classified as held for trading and gamns and losses on
those instruments are recognised immediately in the iIncome statement

(p) Retirement benefits
The Group operates both defined benefits and defined contribution schemes for its employees Payments to the
defined contribution schemes are expensed to the Income statement as they fall due

For the defined benefits pension scheme full actuanal calculations are carnied out every three years using the
prejected unit credit method and updates are performed for each financial year end Actuanal gains and losses
are recognised in full in the penod in which they occur They are recognised outside the iIncome statement and
presented in the consolidated statement of comprehensive iIncome

The retirement benefits obligation recognised in the balance sheet represents the present value of the defined
benefits obligations and unrecognised past service costs, and as reduced by the far value of the scheme’s assets

Any asset resulting from this calculation is imited to past senice costs, plus the present value of availlable refunds
and reductions to the scheme

Past service cost 1s recognised immediately to the extent that the benefits are already vested, and otherwise 1s
amortised on a straight-line basis over the average peried until the benefits become vested

(q) Share-based payments

The Group makes equity-settled share-based payments to certain employees, which are measured at farr value
at the date of the grant The farr value determined at the grant date of the equity-seitled share-based payments
1s expensed on a straight-ine basis over the vesting penod, based on the Group’s estimate of shares that will
eventuallty vest The fair value of share options 1ssued 1s measured using a binomial model, for the effects of
non-transferability, exercise restnictions and behavioural considerations

(r} Leases
Leases are classified as finance leases whenever the terms of the lease transfer substantially all the nisks and
rewards of ownership to the lessee All other leases are classified as operating leases

Rental costs under operating feases are charged to the income statement in equal amounts over the terms
of the lease

Assets held under finance leases are recognised as assets of the Group at their far value ar, if lower, the present
value of the minimum lease payments, each determined at the inception of the lease The corresponding liability to
the lessor 1s Included in the balance sheet as a finance lease obligation Lease payments are apportioned between
finance charges and reduction of the lease obligation so as to achieve a constant rate of interest on the remaining
balance of the liability

(s) Business combinations

Acquisitions of subsidiaries and businesses are accounted for using the acquisition method The consideration for
each acquisition 1 measured at the aggregate of the farr values (at the date of exchange) of assets given, abilities
incurred or assumed, and equity instruments 1ssued by the Group n exchange far cantrol of the acquiree
Acquisition-related costs are recogrised In profit or loss as incurred
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2 Significant accounting policies continued

(s) Business combinations continued

Where applicable, the consideration for the acquisition includes any asset or liabikty resulting from a contingent
consideration arrangement, measured at its acquisition-date fair value Subsequent changes in such fair values
are adjusted against the cost of acquisition where they qualify as measurement penod adjustments (see below)
All other subsequent changes in the fair value of contingent consideration classified as an asset or lability are
accounted for in accordance with relevant IFRSs Changes in the fair value of contingent consideration classified
as equity are not recognised

Where a business combination 1s achieved in stages, the Group's previously-held interests i the acquired entity are
remeasured to fair value at the acquisition date (1 e the date the Group attains contral) and the resulting gatin or loss,
if any, 1s recognised In profit or loss Amounts ansing from interests in the acquiree prior to the acquisition date that
have previously been recognised in other comprehensive iIncome are reclassified to profit or toss, where such
treatment would be approprate If that interest were disposed of

The acquiree’s identifiable assets, llabiliies and contingent habilities that meet the condittons for recognition under
IFRS 3(2008) are recognised at their fair value at the acqusition date, except that

» deferred tax assets or habilites and labilities or assets related to employee benefit arrangements are recognised
and measured in accordance with IAS 12 Income Taxes and IAS 19 Employee Benefits respectively,

» liabilities or equity Instruments related to the replacement by the Group of an acquiree's share-based payment
awards are measured In accordance with IFRS 2 Share-based Payment, and

» assels (or disposal groups) that are classified as held for sale in accordance with IFRS 5 Non-current Assets Held
for Sale and Discontinued Operations are measured in accordance with that Standard

If the initial accounting for a business combination 1s Incomplete by the end of the reporting period in which the
combination occurs, the Group reports provisional amounts for the items for which the accounting 1s Incomplete
Those provisional amounts are adjusted during the measurement penod {see below), or additional assets or
lablites are recognised, to reflect new information obtained about facts and crrcumstances that existed as of the
acquisition date that, If known, would have affected the amounts recogrised as of that date

The measurement penod 1s the pencd from the date of acquisition to the date the Group obtains complete
information about facts and circumstances that existed as of the acquisition date, and 1s subject to a maximum of
one year

The value of non-controlling interests in subsidianes is calculated initially as thetr share of iIdenbfiable net assets,
and 15 subsequently adusted by their share of comprehensive income

(t) Critical accounting judgements
In the course of applying the Group's accounting policies the following estimations have been made which could
have a significant effect on the results of the Group were they subsequently found to be inappropriate

Impairment of goodwill

Determining whether goodwill s impaired requires an estmation of the value-in-use of the cash-generating units
for which goadwill has heen identfied In arnving at the value in use an estimation of the future cash flows of
cash-generating units and selecting appropnate discount rates is required to calculate present values, a process
which involves estimation The recoverability analysis indicates that the carrying amount of goodwill will be
recovered In full The siiuaton will be monitored closely should future developments indicate that adustments are
appropriate The carrying value of goodwill at the balance sheet date was £67 4 milhon (2010 — £54 4 milion)
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Impairment of plant and machinery

The Group considers the recoverability of plant and machinery which 1s included within the balance sheet at

£64 8 milion The key areas of judgement when assessing the recoverabiiity of these assets are in relation to the
forecast growth rates and discount rates to be applied to forecast cash flows The recoverability analysis at the end
of the period indicated that an impaiment of £3 5 million was required tn respect of assets located at the Blackburn,
Bradford and Leeds sites, recorded within the Print segment, following a continued decline in the markets served
by these sites

Retirement benefits obligations

The calculation of retirement benefits obligations requires estimates to be made of discount rates, inflation rates,
future salary and pension increases and mortality The net llability in the batance shest for retirement benefits
obhgations 1s £12 3 million {2010 — £32 9 million)

Allowances against amounts receivable

The Group considers the recoverabilily of certain customer and other receivable balances Determining whether
an allowance against these balances is required involves an assessment of the ability of counterparties to make
required payments If the financial positions of the counterparties were to detenorate, affecting their ability to make
payments, additional allowances may be required in future penods The Group mantains credit insurance covering
its larger trade debtors, a ngorous system of credit control 1s 2pplied and amounts receivable are continually
monitored Managemaent specifically monitors historical bad debt, counterparty creditworthiness, current economic
trends and changes in payment patterns when evaluating the adequacy of the allowances in place

3 Revenue

An analysis of the Group's revenue as defined by International Accounting Standard 18 — ‘Revenue’ s as follows
2011 2010
£000 £000

Continuing operations

Revenue from the sale of goods and rendenng of services 297,244 291,469

Investment income (note 8) 13,973 13,267

31,217 304,736
Discentinued operations
Revenue (note 12) 51,248 70,787
Total revenue 362,465 375,523

4 Segment reporting

The Group manages Its business on a market segment basis Following a change in the way resources are allocated
by the board, the Group's chief operating decision maker, and in light of the increased proportion of investment in
non-print businesses, the reporting segments were redefined in the period as Print and Marketing Services The Print
segment comprnses the Group's Books business previously reported within the Media Products segment and all the
business that were reported within the Commercial Products segment except Occam, the database marketing
services business Occam i1s now reported within the Marketing Services segment together with Tactical Solutions,
ihe field marketing services business acquired in the period The results of the Group’s Magazine printing business
previously reported under the Media Products segment are reported within discontinued operations The nature of
the market segments 1s descnbed in the Business Review
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4 Segment reporting continued

The changes noted above did not result in any misstatement of the prnor perod reported balance sheet Inter-
segment sales are charged at arm’s length prices Corporate costs before non-underlying items are allocated to

revenue-generating segments as this better reflects therr profitabibity

52 wooks to 29 July 2011
Marketing

Print Services Total

£:000 £000 £'000
Revenue
Underlying revenue 282,736 14,054 296,790
Non-underlying revenue 454 - 454
Total revenue 283,190 14,054 297,244
Result
Result before non-underlying items 20,870 450 21,320
Non-underlying tems {(2,483) (1,526) (4,009)
Profit frorm operations 18,387 (1,076) 17,311
Investment Income 13,973
Finance costs (14,388)
Profit before tax 16,896
Income tax charge (3.072)
Profit for the penod from continuing operations 13,824
Business segments

52 weeks to 29 July 2011
Continuing Discontinued
p it Total

£000 £000 £000
Revenue
Underlying revenue 296,790 51,248 348,038
Non-underlying revenue 454 - 454
Total revenue 297,244 51,248 348,492
Result
Result before non-underlying items 21,320 (s06) 20,814
Non-underlying tems (4,009) (16,905} (20,914}
Profit from operations 17,311 {17411) (100}
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52 weeks to 30 July 2010 {restated)

Marketing
Print Services Total
£000 £000 E£000
Revenue
Underlying revenue 290,542 888 261,430
Non-underlying revenue 39 - 39
Total revenue 290,581 888 291,469
Result
Segmental result before non-underlying items 18,968 (216) 18,752
Non-underlying items (4,097) (525) (4,622)
Profit from operations 14,871 {741) 14,130
Investment income 13,267
Finance costs (14,222)
Profit before tax 13.175
Income tax charge (1.974)
Profit for the period from continuing operations 11,201
Contnuing  Driscontinued
operations operations Total
£000 £000 £000
Revenue
Underlying revenue 291,430 70,489 361,919
Non-underlying revenue 39 298 337
Total revenue 291,469 70,787 362,256
Result
Result before non-underlying items 18,752 (2,739) 16,013
Non-underlying items (4622) (1.687) (6,309)
Profit from operations 14,130 (4,426) 9,704
Other information
52 weeks to 29 July 2011
Marketing Dniscentinued
Print Sarvices Operations Total
£000 £000 £000 £'000
Capital additions 8,850 530 93 9,473
Depreciation and amaortisation 9,914 1,478 3111 14,503
Impairments 3,508 - 13,526 17,034

52 weeks to 30 July 2010 {restated)

Marketng Dhiscontnued

Print Services Operations Total

£ 000 £000 £000 £000

Capital additions 4,973 5 3,304 8,282
Depreciation and amortisation 11,431 137 7,491 19,059

impairrments 1,171 - - 1,171




74 St lves plc Annual Repart and Accounts 2011

Notes to the Consolidated Financial Statements confinuea

4 Segment reporting continued
Balance sheet

52 weeks to 29 July 2011
Marketing Discontinued
Print Services Operations Total
£000 £000 £000 £000
Assets
Segment assets 176,214 37,423 - 213,637
Unallocated corporate assets 18,691
Consolidated total assets 232,328
Liabilities
Segment llabilities 72,300 3,942 - 76,242
Unallocated corporate llabilities 19,505
Consclidated total labilities 95,747
52 weeks to 31 July 2010 restated)
Marketing Drscontnued
Prnt Services  Operations Total
£000 £000 £9000 £000
Assets
Segment assets 183,385 13,157 50,623 247,165
Unallocated corporate assels 15,933
Consolidated total assets 263,098
Liabilities
Segment liabilities 67,663 2,049 16,153  B5,865
Unallocated corporate habilities 47,347
Consolidated total labilibes 133,212

Geographical segments
The Print and Marketing Services segments operate primarily in the UK, derving more than 90% of their revenues
and profits from operations and customers located in the UK

The largest customer of the Group accounted for £33 2 million of revenue in the penod (2010 — £37 5 million)




5t lves plc Annual Report and Accounts 2011

75

Reconciliation of segment assets and habilities

29 July 30 July
2011 2010
£'000 £000
Unallocated corporate assets comprise
Deferred tax assets - 1,355
Current tax recetvable - 568
Financial assets 2,429 3,495
Cash and cash equivalents 16,262 10,515
Unallocated assets as per balance sheet 18,691 15,933
Unallocated corparate habilities compnse
Deferred tax liabihtes 3,927 1.267
Current tax payable 3,283 -
Loans and bank overdrafts (non-current) - 13,193
Retirement benefits obligations 12,295 32,887
Unallocated habiiities as per balance sheet 19,505 47,347
5 Profit/(loss) from operations
Profit{loss) from operations has been arrived at after charging/(crediting)
Cantinuing Discontinued
sperations operahons Total
2011 2010 2011 2010 201 2010
£000 £000 £'000 £000 £000 £000
Auditors’ remuneration
Audiit fees
— Audit of the Company accounts 69 62 - - 69 62
— Audit of the accounts of the Company's subsidianes 178 170 - 36 178 206
Other assurance 28 28 - - 28 28
Non-audit fees
Corporate finance services 55 - - - 55 -
Tax services - 7 - - - 7
Other services - 64 - - - 64
330 367 - 367 330 367
Staff costs (note 6) 92,947 89,355 16,435 24,317 109,382 113,672
Depreciation of property, plant and equipment {note 15) 9,551 10,934 3,058 7369 12,609 18,303
Imparrment of property, plant and equipment (note 15) 3,392 1,171 13,526 - 16,918 1171
impairment of software (note 16} 116 - - - 116 -
Amortisation of intangible assets (note 16) 1,841 634 53 122 1,894 756
Operating lease rentals
-land and builldings 1,093 1,187 175 263 1,268 1,450
- plant and equipment 1,371 2,408 101 151 1,472 2,560
—other 460 666 22 33 482 699
Profit on disposal of property, plant and equipment (4,481) (1,885) (19) (489) (4,500) (2,374)
Regianal grant amortisation {nole 24) - - (465) (435) (465) (435)




76 St tves plc Annual Report and Accounts 2011

Notes to the Consolidated Financial Statements coniinuea

6 Staff costs

The average monthly number of employees (including executive directors) was

Continuing
operations Discontinued operations Total
2011 2010 2011 2010 2011 2010
Number Number Number Number Number Number
Production 2,004 1,839 598 649 2,602 2,488
Sales 437 424 21 23 458 447
Administration 374 345 101 112 475 457
2,815 2,608 720 784 3,535 3,392
Therr aggregate remuneration comprised
2011 2010 2011 2010 2011 2010
£000 £000 £000 £000 €000 £000
Wages and salaries 80,664 78,208 14,745 20,952 95,409 99,160
Social security costs 9,049 8,147 968 2055 10,017 10,202
Other pension costs 2,950 2,940 722 1,310 3,672 4,250
92663 89295 16435 24317 109,098 113,612
Share-based payment (note 31) 284 60 - - 284 60
92,947 89,355 16435 24317 109,382 113,672

The number of employees in discantinued operations for 2011 represents an average calculated over the penod
from 30 July 2010 1o 6 April 2011, the date of disposat

7 Non-underlying items

Non-underlying items disclosed on the face cof the consolidated income staternent included in respect of continuing

operations are as follows

2011

2010

£000 £000

Expense/{income)

Restructunng iterns

Redundancies, mpairments and other charges 6,788 5518

Provision releases (316) (192)

Profit on disposat of property, plant and equipment (4,299) (1.614)
2173 3,712

Other

Operating losses from non-continuing operations 16 182

Amortisation of acquired intangibles 1,149 106

Costs associated with the acquisition of subsidianies 608 418

Remaining other non-underlying expenses 63 205
4,009 4,622

Income tax credit (2,692} (3,633)
1,317 989
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Restructuring items

Current year

Included within redundancies, impairment and other charges are impairments of £3,508,00C in respect of plant,
equipment and software located at the Bradford, Blackburn and Leeds sites The activities of the sites are recorded
within the Print segment Also included are redundancy and other charges associated with restructuring actvities
pnncipally in the Direct Response and Commerctal and Service Graphics operating businesses Provision releases
include the release of £316,000 in respect of costs associated with the Edenbndge site closure Profit on disposal
of fixed assets includes a gain from the disposal of the Lavington Street building, as well as gains on the disposal
of bulldings at the Edenbnidge site, offset by losses on disposal of plant and machinery following the relocation of
certain operations of Service Graphics to a new site All restructuring items are recarded within the Print segment

Prior year

Included within redundancies, mpairment and other charges are redundancies and other charges of £4,043,000
relating to the closure of the Edenbridge site The activities of the Edenbndge site are recorded within the Print
segment Also included here are redundancy and other charges associated with restructunng activities within the
Prnt segment, including termination costs associated with senior management Provision releases include the
release of £420,000 in respect of costs associated with the Andover site closure and a release of £161,000
associated with costs of maintain the Romford building, both recorded within the Print segment Profit on disposat

of fixed assets includes a gain of £1,614,000 from the disposal of the Romford bullding, as well as gains of £427,000
on disposal of plant and machinery, all within the Pnnt segment

Other

Current year

Operaung losses from non-continuing operations classified as non-underlying items relate to operating results
ansing after the decision to close a site In the penod, these arose in respect of the Edenbrnidge site Amortisation
of acquired intangibles relates to customer relationships acquired with Tactical Solutions in the penod as well as to
customer relationships and in-house developed software acquired with Occam in the prior year Costs associated
with the acquisition of subsidianes of £608,000 relate to the Tactical Solutions acquisiion, principally professional
adwisers’ fees

Prior year

In the prior year, operating losses from non-continuing operattions arose in the Andover site and the Hayes site both
of which are recorded within the Print segment Amortisation of acquired intangibles relates to customer relationships
and in-house developed software acquired with Occam in the period Costs associated with the acquisition of
subsidiaries of £418,000 relate to the Occam acquisition, prnncipally professional advisers’ fees Remaining other
non-underlying costs relate primarnily to the settlement of a health-related legal claim from a former employee

Tax

In the current year, the tax credit relates to the items discussed above, and to the revaluation of deferred tax
habilities following the substantial enactment of the reduction of the UK statutory corporate income tax rate from
27% 1o 25%

In the prior year, as well as the tax effects of the ilems noted above of £1,653,000, the tax credit of £4,106,000
includes a credtt of £2,453,000 comprising the release of a deferred tax liability in respect of rolled over capital
gains, the current tax effect of a carryback and offset of unrecognised trading iosses in The Netherlands and the
revaluation of net deferred tax liabilities following the substantial enactment of the reduction of the UK statutory
corporate income tax rate from 28% to 27% from Apnl 2011
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8 Investment Income

Continuing operations
2011 2010
£000 £000
Interest on bank deposits 3 -

Expected return on defined benefit pension scheme assets {note 26)
Notional interest on loan notes receivable

13,898 13,267
72 -

13,973 13,267

9 Finance costs

Continuing cperations
2011 2010
£000 £000
Interest on bank overdrafis and loans 995 516
Notional interest on deferred consideration payable 46 -
1,041 516

Finance charge on retrement benefit obligations (note 26)

13,347 13,706

14,388 14,222

10 Income tax charge/{credit)
income tax on profit/(loss) as shown in the income statement 1s as follows

Conbnuing operations Disconunued operations Total

2011 2010 2011 2010 2011 2010

£000 £000 £'000 £000 E'000 £000
United Kingdom corporation tax charge/(credit)

at 27 33% (2010 — 28%)
Curent year 4,891 3,585 456 (1,748) 5,347 1,837
Adjustments in respect of prior years (838) (489) 148 {389) (690} {878)
4,053 3,096 €04 (2137) 4,657 959
Overseas
Adjustments in respect of prior years - (545) - - - (545)
Total current tax chargef{credit) 4,053 2,551 604  (2.137) 4,657 414
Deferred tax on ongination and reversal of
temporary differences
United Kingdom deferred tax (credit)/charge (1,123} 691 64 (23) {1,059) 668
Adjustments in respect of pnor years 142 (1,268) 139 552 281 {716)
Total deferred tax {credit)/charge (note 18) (981) (577} 203 529 (778) (48)
Total ncome tax charge/{credit) 3,072 1,874 807 {1,608) 3,879 366
The income tax charge/(credit) on the profit/(loss) before and after non-underlying items 1s as follows
Continuing operations Discontnued operabions Total

2011 2010 2014 2010 2011 2010

£'000 £'000 £000 £000 £'000 £000
Tax charge on profit before non-underlying items 5,764 5,607 439 {1,135) 6,203 4472
Tax (credit)/charge on non-underlying items (2,692) (3,633) 368 {(473) (2,324) (4,106)

3,072 1,974 807 (1,608) 3,879 366
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The charge can be reconcited to the profit before tax shown in the income statement as follows

Continuing oparatans Discontinued operatons Total
2011 2010 2011 2010 2011 2010
£'000 £000 £'000 £000 £'000 £000
Profit/{loss) before ax 16,896 13,173 (17,778) (5,069) (822) 8,104
Tax calculated at a rate of 27 33% (2010 - 28%) 4,617 3,688 (4,858) (1.419) {241) 2,269
Non-deductible charges on impairment of
assets - 4,641 - 4,641 -
Expenses not deductible for tax purposes 561 828 734 - 1,295 828
Non-taxable income (583) — - (280) (583) (280)
Effect of alternative use tax basts on sale
of buldings {595} - - - (595) -
Effect of change in UK corporate tax rate (232) (24Q) 4 (72) (228) (312)
Adjustments in respect of prior years (696} (2,302) 286 163 (410) (2,139)
Total income tax charge/{credit) 3,072 1,974 807  (1,608) 3,879 366

11. Acquisition

On 9 February 2011, the Group acquired 90% of the single class of ordinary shares in Taclical Solutions (UK)
bimited {'Tactical Solutions’), a provider of field marketing services Goodwill ansing on the acquisition relates to
the value of future growth from new customers and of the assembled workforce The fair values of the net assets

acquired were as follows

Purchase price allocation

Historical Fair value Fair value of
not assets adjust net assets
£'000 £'000 £000
Customer relationships - 6,840 6,840
Property, plant and equipment 219 - 219
Trade and other recevables 3,069 280 3,349
Bank balances and cash 169 - 169
Trade and other payables (2,266) {269y (2,535)
Deferred tax habilites 1 (1,847}  (1,846)
Net assets acquired 1,192 5,004 6,196
Goodwill arising on acquisition 13,060
Non-controlling interest (619)
Total consideration 18,637
The far value of the total consideration payable 1s as follows
£000
Pad in cash pnor to 29 July 2011 12,339
St Ives plc ordinary shares issued on 3 March 2011 2,000
Consideration payable in loan notes after 29 July 2011 4,298
Total consideration 18,637
The toan notes payable at 29 July 2011 are analysed as follows
£000
Loan notes payable within one year 1,677
Loan notes payable in more than one year 2621
Total consideration payable at 29 July 2011 4,298
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11 Acquisthion continued
The acguisition had the following impact on investing cash outflows in the period

£000
Cash paid 1n the penod 12,339
Cash acquired (169}
Net cash outflow in the penod 12,170

The deferred consideration 1S payable in two tranches which are dependent upon the level of EBITDA achieved by
Tactical Solutions In calendar year 2011 and calendar year 2012, the amounts of which are capped at £4 milhon and
£5 milion respectively The Group received an option to purchase the remaining 10% of the single class of ordinary
shares from August 2013 at a pnce dependent on the level of EBITDA achieved by Tactical Solutions in the financial
year preceding the date of the exercise of the option A nominal value of £1 has been attnbuted to this option at the
balance sheet date

Had Tactical Solutions been acquired at the beginning of the financial year, it would have had the following
incremental impact on the Group’s eperating resufts

£'000
Revenue 5,785
Operating profit 747

12. Discontinued operations

On 6 Apnl 2011, the Group completed the dispasal of the four operating subsidiares that made up the Group's
Magazine printing business, namely St lves Peterborough Limited, St Ives Plymouth Limited, St Ives Roche Limited
and St lves Web Limited ('the Magazine printing business’) Consideration receivable comprsed £15,000,000

in cash and £5,000,000 in loan notes secured on certain items of plant and machinery within the Magazine printing
business At the date of disposal the loan notes were scheduled to be repard in 24 equal monthly instalments

All but the imtial payment were subsequently reschedulted, with repayments due to recommence in December 2011
The monthly repaymentis have been increased such that that the full value of the loan notes are stilt due to be repatd
within 24 manths of the date of dispesal The loan notes do not bear interest and the nominal amounts receivable
were discounted to therr present value as at the date of disposal The Magazine printing business I1s classified as

a discontinued operation and prior period figures have been restated accordingly

The loss after tax for the prior penod from the discontinued operation is analysed below

Loss from discontinued operations
31 July 52 weeks o

2010 ta 30 July
6 April 2014 2010
€000 £1000

Loss from the Magazine pnnting business before non-underlying items
Revenue 51,248 70,489
Operating costs (51,754) (73,228)
Operating loss before non-underlying items (506) (2,739)
Finance cost (367) (644)
Loss before tax before non-underlying items (873) (3.383)
Income tax {charge)/credit (439) 1,135

Loss after tax before non-underlying tems (1,312) (2,248)
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M July 2010 52 weeks to

to 6 April 30 July
2011 2010
2000 £000
Non-underlying items
Impairment of property, plant and equipment of the Magazine printing business (13,526) -
Imparrment of US promussory loan note (3,454) -
Defined benefits pension scheme curtailment credit 1,345 -
Other nen-underlying items (1,270) {1.687)
Total non-underlying items before tax (16,905) (1,687)
Tax {charge)/credit on non-underiying items (368) 472
Total non-underlying items after tax (17,273)  (1,215)

Loss from discontinued operations
IMJuly 2010 52 weeks to

ta 6 April 30 July

2011 2010

£000 £1000

Loss after tax before non-underlying items (1,312)  (2.248)
Non-underlying items (17,273) (1,215)
Total loss from discontinued operations {18,585) (3.463)

The impatrment of property, plant and equipment in the Magazine printing business was recorded in ight of
the decision to dispose of this business and was established by reference to the far value less costs to sell of
the assets

The US promissory loan note, receivable as deferred consideration in respect of the sale of the Group's US segment
in January 2009, was fully impaired in the pered following & contnued downturn in the US business, resutting in a
charge of £3,454,000

The defined benefits pension scheme curtallment credit arose as a result of the change in membership status of
employees of the Magazine pnnting business from in-service members to deferred members following the disposal
of this business tn the penod

Other non-underlying items recorded in the penod comprise redundancy and other restructuring charges arising
in the group’s Magazine pnnting business The sale of the four operating subsicianes that make up the Magazine
printing business was free of tax

The net assets of the Magazine printing business at the date of disposal, 6 Apnl 2011 were as follows

31 July 2010
to 8 April
2011
£'000
Intangible assets 55
Property, plant and equipment 20,653
Inventories 4,308
Trade and other recewvables 23,678
Bank overdraft (3886)
Trade and other payables {26,627)
Tax labilities (1,898)
Other habiities (982)
Net assets 18,801

Profit on disposal before tax -
Total consideration receivable, net of selling costs 18,801
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12 Discontinued operations confinued

The fanr value of the consideration recevable for the Magazine printing business, net of seling costs s comprised

as follows

£'000
Consideration net of selling costs, recewved In cash on completion 14,178
Loan note recewvable and received n the penod 208
Fair value of loan notes receivable after 29 July 2011 4,415
Fair value of consideration receivable, net of selling costs 18,801
The loan notes receivable at 29 July 2011 are analysed as follows

£000
Loan notes recewvable within one year 1,986
Loan notes receivable in more than one year 2,429
Total consideration receivable at 29 July 2011 4,415

The disposal of the Magazine prnting business had the following impact on investing cash inflows in the period

£'000
Total consideration net of seling costs, received in cash in the penod 14,386
Overdraft included in net assets disposed of in the period 386
Proceeds in the penod from disposal, net of cash disposed 14,772
13. Dividends
2011 2010
per share £000 £000
Final dividend paid for the 52 weeks ended 31 July 2009 05p - 515
Interim dividend pard for the 26 weeks to 30 January 2010 175p - 1,803
Final dividend paid for the 52 weeks ended 30 July 2010 175p 1,806 -
Intenim dividend paid for the 26 weeks to 29 January 2011 175p 1,811 -
Dwvidends paid during the penod 3,616 2,318
Proposed final dividend at the period end of 3 50p per share
(2010 — 1 75p per share) 3,749 1,803

The proposed final dividend 1s subject to the approval by shareholders at the 2011 Annual General Meeting and has

not been included as a lability in these financial statements
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14. Earnings per share

The calculation of the basic and diluted earnings per share 1s based on the following data

Number of shares

2011 2010
060 ‘000
Weighted average number of ordinary shares for the purposes of basic earnings per share 104,206 103,056
Weighted average number of ordinary shares for the purposes of diluted earnings per share 104,879 103,056
Basic and diluted earnings per share
2011 2010
Eamings Earmings
Earnings per share Eamings per share
£000 pence £000 pence
Earnings and basic earnings per share frem continuing activities
Underlying earnings and underlying earnings per share 15,060 1445 12,190 1183
Non-underlying items {1,278) (1.23) (989) {0 96)
Eamings and basic eamings per share 13,782 1323 11,201 10 87
Eamings and diluted earnings per share from continuing activities
Undertying earnings and underlying earnings per share 15,060 14 36 12,190 1183
Non-underlying items {1,278) {122) (989) (0 96)
Eamings and diluted earmings per share 13,782 1314 11,201 10 87
2011 2010
Earmings Eamings
Eamings per share Eamings per share
£000 pence £ 000 pence
Loss and basic loss per share from discontinued activities (18,585) (17 83) (3,463} (3 36)
Loss and diluted loss per share from discontinued activities (18,585) (1772) (3,463) (3 36)
2011 2010
Earnings Earrings
Eamings  pershare Eamings pershare
£'000 pance £'000 pence
Basic (loss)/earnings per share from continuing and
discontinued activities (4,803) {(4861) 7,738 751
Dhluted (loss)/ earnings per share from continuing and
discontinued activities {4,803) (4 58) 7,738 751

Underlying earnings 1s calculated by adding tack non-underlying items, as adjusted for tax, to the profit/(loss) for

the period (see note 7)
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15. Property, plant and equipment

Flxtures,
Land and buildings ,qu:;
Plantand and motor
Freshold Longleasss  equipment vehicles Total
£'000 £000 £'000 £000 £000
Cost or valuation
At 1 August 2009 51,610 5482 247006 16525 320,623
Acquisitions - - 304 9 313
Additions 874 35 6,048 722 7.479
Disposals - (168) (31,905) (3.638) (35711)
Reclassification — non-current assets 63 - (45) 42 60
Reclassification — assets held for sale (2.297) - (111) {840)  (3,248)
At 30 July 2010 50,050 5349 221,297 12820 289516
Acquisitions - - 185 34 219
Additions (10} 2,771 3,905 737 7,403
Disposals {2,958) (315) (4,118) (480) (7,871}
Disposals - discontinued operations - - {(100,281) {1.481) (101,742}
Reclassification — non-current assets (27) 28 200 {1.478} (577)
At 29 July 2011 47,055 7,833 121908 10,152 186,948
Accumulated depreciation and impaimment.
At 1 August 2009 12,968 2244 171,739 11,494 198,445
Charge for the period 853 437 15,469 1,544 18,303
Imparment losses - - 1,162 g 1,171
Disposals - {168) (31.885) (2,730) (34,783)
Reclassification - non-current assets - -~ 50 - 50
Reclassification — assets held for sale (669) - (68) (371)  (1,108)
At 30 July 2010 13,152 2,513 156,467 9,946 182,078
Charge for the penod 741 555 10,465 848 12,609
Impairment losses - - 16,781 127 16,918
Disposals (771) (263)  (3,896) (437)  (5,367)
Disposals - discontinued operations - - {79,660) (1,429) (81,089)
Reclassification — non-current assets {28) 28 647 (1,224) {577)
At 29 July 2011 13,094 2,833 100,814 7,831 124,572
Net book value
At 29 July 2011 33,961 5000 21,094 2,321 62,376
At 30 July 2010 36,898 2836 64,830 2,874 107,438

At 29 January 2011, following the deciston to dispose of the Magazine printing business, impairment charges
of £14,232,000 were recorded against plant and equipment in the Peterborough, Plymouth and Roche sites
The recoverable amount of the plant and equipment was calculated by reference to the estimated portion of
the anticipated consideration recevable attributable 10 these assets Following the completion of the disposal
transaction on 6 Apnl 2011, and the deconsolidation of the Magazine printing business as of that date, the final

allocation of the cansideration receivable indicated that the portion attributable to this plant and equipment

(and hence its recoverable amount), was higher than the onginal estimate, and so £738,000 of the mpairment
loss booked at 29 January 2011 was reversed, reducing the impairment recorded in the period to £13,526,000
The disposal calculation shown in note 12 above Includes plant and machinery at its camying value net of these

impairment charges
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Impairment losses of £3,392,000 arose on plant and machinery at the Blackburn, Bradford and Leeds sites,
following the continued decline in the markets served by these sites The impairments have been recorded within
the Print segment Imparment losses have been measured by reference to value-in-use and have been recorded
as non-underlying items

The Group has freehold land, included within property, plant and equipment and, in the prior period, assets
held for sale, with a book value of £5,325,000 (2010 - £6,175,000) which has rnot been depreciated The amount
of fully depreciated property, plant and equipment and, in the prior period, assets held for sale 1s £54,722,000
(2010 - £107,207,000)

Included in the Group'’s cost of plant and machinery are tems in the course of construction amounting to £nil
(2010 — £517,000})

The carrying amount of the Group’s property, plant and equipment in respect of assels held under finance lease
are Enil {2010 - £nil)

16 Goodwill and other intangible assets

£'000
Cost and carrying amount of goodwill
At August 2009 46,274
Acquisttions 8,109
At 30 July 2010 54,383
Acquisitions 13,080
At 29 July 2011 67,443
Goodwill 1s allocated amongst the following cash-generating units
£'000
SP Group 31,322
Service Graphics 14,952
Cccam 8,109
Tactical Soluticns 13,060
67,443

SP Group and Service Graphics are reported within the Print segment Occam and Tactical Solutions are reported
within the Marketing Services segment

The Group tests goodwill annually for impairment or more frequently if there are indications that goodwill might
be mpaired

Tactical Sclutions’ recoverable amount was tested by reference to market value at 29 July 2011 The recoverable
amounts of the other cash generating units ('CGUs") are determined using value-in-use calculations The key
assumptions for the value-in-use calculations are those regarding discount rates, growth rates and expected
changes to selling prices and direct costs (and therefore profits and losses) during the forecast penod Management
estimates discount rates using pre-tax rates that reflect current market assessments of the time value of money

and the nsks specific to the CGUs Changes in selling prices and direct costs are based on past practices and
expectations of future changes in the market The Group prepares cash flow forecasts denved from the most recent
medium-term business forecasts with a terminal value calculation The key assumptions used in the value-in-use
calculations as well as the sensitvities to the key revenue growth assumption are detailed below
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16 Goodwill and other intangible assets continued

Serice
SP Group Graphics QOccam
Value-in-use assumptions
Pre-tax discount rate 131% 131% 131%
Terminal growth used in terminal value calculation 3 0% 30% 3 0%
Average annual revenue growth used in five year forecast calculation 33% 57% 113%
Excess of value-in-use over carrying value {(£°000) 30,505 13,204 3,064
Sensitivity of value-in-use to changes in key growth assumption
Average annual revenue growth in five year forecast calculation resulting
in potential iImpairment 19% 35% 86%
Other intangible assets
Computer Customar
software relationships Total
£'600 £'000 £'000
Cost
At August 2009 4 465 - 4,465
Acquisitions 1,628 1,801 3,429
Additions 804 - 804
Reclassifications (60} - {60)
Disposals (176) - (176)
At 30 July 2010 6,661 1,801 8,462
Acquisitions - 6,840 6,840
Additions 2,070 - 2,070
Reclassifications 1256 - 125
Disposals 9 - {9)
Disposals — discontinued operations {759} - {759)
At 29 July 2011 8,088 8,641 16,729
Accumulated amortisation
At 1 August 2009 3,250 - 3,250
Charge for the period 705 51 756
Reclassifications (50} - {50)
Disposals (177) - (177)
At 30 July 2010 3,728 51 3,779
Charge for the period 1,071 823 1,894
Imparrment losses 116 - 116
Reclassifications 125 - 125
Disposals {3) - {3)
Disposals - discontinued operations (704} - (704)
At 29 July 2011 4,333 874 5,207
Net book value
At 29 July 2011 3,755 1,767 11,522
At 30 July 2010 2,933 1,750 4,683

Imparment losses of £116,000 arose on software at the Blackburn, Bradford and Leeds sites, following the
continued decline in the markets served by these sites The impairments have been recorded within the Pnnt
segment Impairment losses have been measured by reference to value-in-use and have been recorded as

non-underlying items
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2011 2010
£'000 £000
Loans recevable carned at amortised cost 2,429 3,485

At 29 July 2011, loans recevable comprise loan notes in respect of the sale of the Magazine printing business
receivable In more than one year

At 30 July 2010, loans recevable carned at amortised cost compnsed a US Dollar-dencminated promissory loan
note plus rolled up nterest receivable of US$5 5 millon The recevable was fully impaired in the penod following
the continued dechine in the market for the products of this business

18 Deferred tax

Deferred income taxes are calculated in full on temporary differences under the hability method using a principal tax

rate of 25% (2010 - 27%)

The gross movement on the deferred income tax account is as follows

2011 2010

£000 £1000
At the beginning of the perncd 88 1,942
Acquisitions {1,846) {535)
Disposals 1,751 -
Income statement credit (note 10) 7 48
llems taken directly to comprehensive income (4,697) (1,367)
At the end of the perniod {3,927) 88

The movement in the deferred tax assets and liabilities recogmsed during the penod and pnor reporting period

was as follows

Accelerated Retrement Short-term Denvativa Acquired
tax benefits  Rolled over Revenue lax iming financial intangible
depreciaion  oblgations capital gains losses  differences instruments assets Total
£000 £000 £000 £000 £000 £000 £000 £000
Balance at August 2009 {9,266) 10,720 (1,542) 660 1,422 {52) - 1,942
Acquisitions 86 - - 336 3 - {960) {535)
Credit/{charge) to
income statement 98 (437) 1,173 (672) {177} - 63 48
ltems taken directly to
comprehensive income - (1,403) - - - 36 - (1,367)
Balance at 30 July 2010 {9.082) 8,880 (369) 324 1,248 (16) (897) 88
Acquisitions 1 - - - - - (1,847 (1,846}
Disposals 1,751 - - - - - - 1,751
Credit/(charge) to
income statement 2,461 (1,095) (340) (324) {191) - 266 717
ltems taken directly to
comprehensive income - (4,712) - - - 15 - (4,697)
Balance at 29 July 2011 {4,869) 3,073 (709) - 1,057 (1) (2,478) (3,927)

87
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18 Deferred tax contnued
Deferred tax assets and liabilities are classified in the balance sheet as follows

2011 2010
£'000 £000
Deferred tax assets - 1,355
Deferred tax labilities (3927) (1,267)
(3,927) 88

Deferred tax assels and llabilties are offset when there is a legally enforceable nght to set off current tax assets

against current tax habiliies and when the deferred income taxes relate to the same fiscal authonty

At 29 July 2011, deferred lax assets in respect of losses, at current tax rates, all of which have an unimited Iife,

are as follows

2011 2010
£000 £000
Recognised deferred tax in respect of losses - 324
Unrecognised deferred tax in respect of losses 520 -
520 324
19 Inventories
2011 2010
£000 £000
Raw matenals 3,069 5,257
Work-in-progress 4,080 4,581
Finished products 33 640
7182 10,478
Less payments on account and provisions - (366}
7182 10,112
There was no matertal write-down of inventories in either penod
20 Other financial assets
Trade and other receivables
2011 2010
E£'000 £000
Current
Amounts receivable for the sale of goods and services 56,074 61,945
Allowance for doubtful debts (2034) (2.851)
Trade recewvables 54,040 59,094
Cther receivables 4,271 3,394
Prepayments and other assets 6,799 5,660
65110 68,148
2011 2010
£'000 £000
Non-current
Other non-current assets - 202

The directors consider that the carrying amount of trade and other receivables approximates therr farr value
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Denvative financial instruments

2011 2010
£'D00 £000
Forward foreign currency contracts 4 59
All forward foreign currency contracts are designated and effective as hedging instruments
Cash and cash equivalents
2011 2010
£'000 £.000
Cash and cash equivalents 16,262 10,515

Cash and cash equivalents comprise cash held by the Group and short-term bank deposits with an onginal matunty
of three months or less The carrying amounts of these assets approximate their far value

21 Assets held for sale

2011 2010
£'000 £000
Freehold land and buildings - 2,140

The property at Lavington Street, London classified as an asset held for sale at 30 July 2010 was sold in the penod
for £6,163,000 after selling costs, resulting in a gain of £4,023,000

22 Trade and other payables

2011 2010

£000 £000
Trade payables 45662 51,768
Accruals for goods and services 8,616 9,897
Other taxes and social security 12,126 12,009
Other payables 2,851 6,246

69,255 79,920

The directors consider that the carrying amount of trade and other payables approxmates their farr value

23 Loans and bank overdrafts

201 2010
£'000 £000
Bank tcans - 13,193
The borrowings are repayable as follows
Between one and two years - 13,193

In October 2009, the Group entered into at three-year £70 million revelving multicurrency loan agreement, which was
reduced to £55 million in the penod following the sale of the Magazine printing business Up to £15 mitlion may be
drawn on as an overdraft faciity Interest on loan drawdowns 1s charged at LIBOR plus a margin which varies
between 2 25% and 2 75%, depending on the ratio of the Group's net debt to EBITDA excluding non-underlying
items Interest on overdraft drawdowns 1s charged at 2 00% over UK base rate As at 29 July 2011, the Group's
outstanding loans, within this agreement, were £nil (2010 — £10 milkon and US35 milion} The undrawn portion

of this faciiity at 29 July 2011 was £55 million (2010 - £56 8 million)

As at 29 July 2011, there was no loan or overdrait secured against the assets of the Group (2010 - £nil)

The directors consider that the carmying amount of the loans approximates therr farr value
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24 Deferred income

2011 2010
£000 £000
UK regional capital grants - 708
Advance billings and other deferred income 376 819
376 1,527
Current deferred income 376 934
Non-current deferred income — 593
376 1,527
2011 2010
£000 £000
Movement in UK regional capital grants:
Balance at the beginning of the period 708 1,143
Transfer 10 income statement (465} {435)
Disposal of the Magazine printing business (243) -
Balance at the end of the period - 708

25 Provisions
Provision for Provision for

repairs  reorganisation Total

£'000 £'000 £000

Balance at 1 August 2009 1,418 4,585 6,003
Charged to the income statement 296 3,313 3,609
Credited to the income statement (142) {937) (1,079)
Utiised dunng the period (330} {3,785) {4,115)
Balance at 30 July 2010 1,242 3,176 4,418
Charged to the income siatement 145 2,192 2,337
Credited to the income statement {165) {40) (205)
Dispesal — discontinued operations 7 (122) (115)
Utihsed during the perod {71) {4,050) (4,121)
Balance at 29 July 2011 1,158 1,156 2,314
Current 470 1,156 1,626
Non-current 687 — 687
1,157 1,156 2,313

Prowvision for repairs

Where the Group 1s committed under the terms of a lease to make repairs to leasehold premises, prowision for
reparrs 1s made for these estimated costs over a penod of the lease It 1s anticipated that these liabilities will
crystalise between 2012 and 2021

Provision for reorganisation

The provision for reorganisation relates pamanly to the remaining costs in respect of plant closures and relocation
and comprises severance payments, plant relocation, onerous property and other costs, which are expected to be
setlled by the end of the 2012 financial year The charge in the penod relates pnncipaliy to the closure of the Hayes
and Sahsbury sites within the Extibitions and Events business, as well as to restructuning aciivities in the Direct
Response and Commercial, Books, and Point of Sale businesses, all ¢f which are included within the Print segment
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26 Retirement benefits

Defined contnbution schemes

The Group operates defined contribution schemes for all qualifying employees The assets of the schemes are held
separately from those of the Group In funds under control of the trustees Payments to the schemes are expensed
to the iIncome statemeni as they fall due The total expense recognised in the income statement for continuing
operations of £1,634,000 (2010 - £2,481,000) represents contnibutions payable to these schemes by the Group at
rates specified in the rules of the schemes At 29 July 2011, contnbutions of £215,000 {2010 — £183,000) due in
respect of the 2011 reporting pernod had not been pard over to the schemes The amounts were paid over
subseqguent to the balance sheet date, within the requisite time limits

Defined benefits scheme — St lves Group

The Group operates the St lves defined benefits pension scheme, with assets held in separate trustee admirmstered
funds This scheme was closed to new entrants from 6 Apnl 2002, and closed to future benefit accruals with effect
from 31 August 2008

The most recent full actuana! valuations of the scheme assets and the present value of the defined benefits
obligations were carned outin Apnl 2011 by Jonathan Punter, Fellow of the Institute of Actuanes, Punter Southall

& Co Ltd, ('the actuary’) who I1s independent of the Group This valuation was updated at 31 July 2011 The present
value of the defined benefits obligation, and the related current service cost and past service cost, were measured
using the projected unit credit method

The principal assumptions used for the purpose of the actuanal valuations were as follows

2011 2010
per per

annum annum

Discount rate 550% 5 40%
Expected rate of inflation 350% 330%
Expected rate of salary increases 0 00% 0 00%
Future pension increases 325% 315%

Post-retirement mortality in the 2011 calculation is tn accordance with the S1PA tables with an allowance of 1%
ghter montality for females Future improvements from 2004 have been assumed in line with the 2009 CMI model
and a long term improverment of 1% per annum No adjustment has been made to the base table for males

Post-retirement mortality in the 2010 calculation was in accordance wath the PADO tables with future mortahty
improvements from 2002 in line with the *92 series' year of birth projections allowing for the medium cohort effect and
a minimum level of improvements of 1% per annum The base table was adjusted to assume 6% greater mortalty for
males and 4% greater mortality for females

The amount recognised in the balance sheet in respect of the Group's defined benefits scheme I1s as follows

2011 2010

£000 £000
Present value of funded obligations 258,269 251,105
Far value of scheme assets (245,974) (218,218)

12,295 32,887
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26 Retirement benefits coninued
Amounts recognised in profit and loss in respect of the defined benefits scheme are as follows

2011 2010
£000 £000

Current service cost 200 200
Curtaliments {1,345) -
Interest on obligation {note 9) 13,347 13,706
Expected return on scheme assets {note 8) {13,898) (13,267)
(1,696) 639

The current service cost was allocated to functional cost lines in the income statement The curtailment credit anses
due to the disposal of the Magazine printing business and 1s included as a non-underlying item under discontinued
operations Expected return on assels s recorded under investment income and interest on cbligation 1s recorded
under finance costs The actual return on scheme assets was a profit of £32,673,000 (2010 - £29,698,000)

Changes in the present value of defined benefits obligations are as follows

52wesksto 52 weeks 1o

23 July 30 Juty

2011 2012

£'000 £000

Opening defined benefits obligation 251,108 232482
Service cost 200 200
Interest cost 13,347 13,706
Curtailments (1,345) -
Age-related rebates 214 343
Actuanal losses 2,079 12,598
Benefits paid (71331) (8,222)
Closing defined benefits obligation 258,269 251,105

Changes In the farr value of scheme assets are as follows

52 woeks to 52 weeks lo

A July 30 July
2011 2010
£000 £000
Opening fair value of scheme assets 218,218 184,189
Expected returns 13,898 13,267
Actuanal gains 18,775 16,431
Contnbutions by employer 2,200 2,200
Age-related rebates 214 343
Benefits paid (7,331)  {8,222)
Closing fair value of scheme assets 245974 218,218
The fair value of the scheme assets at the batance sheet date 1s analysed as follows
Leng-term Long-term
rate of return rate of return
oxpectad at Value at  expecled at Value at
29 July 2019 29 July 2011 30Juy 2010 30 July 2010
par annum £000 per annum £°000
Equity instruments 750% 148,950 780% 128,680
Bonds 430% 94,902 460% 87,795
Other 0 50% 2,122 050% 1,743

245,974 218,218
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The scheme assets do not include any of the Group's own financial iInstruments, nor any property occupled by, or
other asseis used by, the Group The expected rales of return on the individual categones of the scheme assets are
determined following actuanal advice The overall expected rate of return 1s calculated by weighting the individual
rates in accordance with the anticipated balance in the scheme's investment portfolio

The history of the scheme for the current and prior period 1s as follows

201 2010 2009 2008 2007

£'000 £000 £ 000 £000 £ 000
Fresent value of defined benefits obligations 258,269 251,105 232,482 226,605 220,872
Far value of scheme assets (245,974) (218,218) (194,199) (178,261) (175,669)
Deficit 12,295 32,887 38,283 48,344 45,203
Expenence adjustments on scheme tabilities 2,700 8,844 (1.462) (1.462) (1,700)
Percentage of scheme deficit 11% 35% {0 6%} (0 6%) {0 8%)
Expenence adjustments on scheme assets 18775 16,431 (4,049) (13,915) {(911)
Percentage of scheme assets 7.6% 7 5% (2 1%) (7 8%) (0 5%)

The Group expects to contribute £2,200,000 to the scheme in 2012

27 Financial nsk management

The Group's Treasury function is responsible for managing the Group's exposure to financial nsk and operates within
a defined set of polictes and procedures reviewed and approved by the board

Interest rate nsk

The Group carmes a cash flow nsk where there are changes in the interest rate levied on the Group's interest rate
borrowtngs as currently interest on the Group's borrowings 1s at floating rates The Group finances its operations
through a mixture of retained earnings and bank borrowings Group policy s to constantly review the exposure
rsk to interest rate fluctuations in refation to the nsk as a proportion of Group earnings and wherever possible with
matching shon-term deposits of surplus funds The Group is not subject to fair value interest rate nsk as all debt
15 at floating rate

Interest rate management
An analysis of financial assets and habilites exposed to interest rate nisk 1s set out below

Financial assets subject to interest rate nsk

2011 2010

£000 £000
Sterking 15,544 10,209
US Dollar - 1
Cther 718 305

16,262 10515

The Group's financial assets compnse cash and cash equivalents, all of which attract interest at floating rates based
upon LIBOR or equivalent measures

Financial habilities subject to interest rate nsk

2011 2010

£000 E£000

Sterling bank loans - 10,000
US Dollar bank loans - 3,193
- 13,193

The Group's financial labilities compnise [oan barrowings which bear interest at floaling rates based upon LIBOR,
and overdraft borrowings which bear interest at floating rates based upon UK base rate
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27. Financial nsk management continued

Interest rate sensitivity analysis

The analysis below has been performed assuming that the amount of the hability cutstanding at the balance sheet
date was outstanding for the whole year

2011 2010
£000 £'000
100% mavement in Sterling LIBOR - 65

The changes would not have impacted other equity reserves as all interest beanng financial assets and habilities are
subject to floating interest rates and therr fair values do not fluctuate with changes in interest rates

Foreign exchange risk
Following the full mpairment of the US loan note recevable, the Group's balance sheet 1s not significantly exposed
to movements in the US Dollar/Stering exchange rate

Forward foreign exchange contracts

The Group enters into forward foreign exchange contracts to cover specific foreign currency payments and receipts
and to manage the nsk assocrated with anticipated sale and purchase transactions Bass adjustments are made to
the carrying amount of non-financial hedged items when the anticipated sale or purchase transaction takes place

The following table details the forward currency contracts outstanding at the year end

Average
exchange rate Foreign Contract
Sterkng/ foreign curency value Fair value
currency ‘000 £'000 £000
Self US dollars {(up to 12 months) 156 232 149 8
Sell Euros (up to 12 months) 114 2,242 1,959 (4)

The Group has entered Into contracts to supply goods to customers trading in continental Europe at prices
denominated in Euros and to customers trading in the USA at prices denominated in US Dollars Forward foreign
exchange contracts have been used to hedge the exchange rate nsk ansing from these commitments which are
designated as cash flow hedges As at 29 July 2011, the aggregate amount of unrealised profits under forward
foreign exchange contracts deferred In the hedging reserve relating to the exposure on trade recewvables and
anticipated sale transactions amounted to £4,000 It s anticipated that the sales will be made in the 12 months
following the balance sheet date

Credit nsk

The Group's principal financial assets are bank balances and cash, trade and other recewables, which represent the
Group's maximum exposure to credit nsk In relatton to financial assets The Group's credit nsk 1s pnmarly
attnbutable to its trade receivables The amounts presented in the balance sheet are net of allowances for doubtful
receivables, estmated by the Group’s management based on pnor expenence and therr assessment of the current
economic environment The Group's credit nsk is relatively low as the Group maintains credit insurance up to a
maximum aggregate claim in any one year of £3 million In addition, its UK subsidiaries’ sales are prncipally with a
large number of counterparties and customers in the UK, and are denominated in Sterling

Before accepting any new customer, the Group uses an external credit sconng system to assess the potential
customer's credit quality and defines credit imits by customer Limits and scorning attinbuted to customers are
reviewed regularly Trade recevables include an amount with a single large customer which represents more than
10% of the total balance This customer has the highest credit score attrbutable under the credit sconng method
used by the Group

Included in the Group's trade receivables are debtars with a carrying value for which the Group has not provided as
there has not been a significant change in credit quality and the amounts are shill considered recoverable The
Group does not hold any collateral over these balances Included in the Group's trade recevables balance are
debtors with a carrying amount of £19 4 milion (2010 — £15 4 milion} which are past due at the reporting date for
which the Group has not provided as there has not been a significant change in credit quabty and the amounts are
stll considered recoverable




St ves plc Annual Report and Accounts 2011

895

Ageing of impaired receivables

2011 2010
£'000 £'000
Between 0 and 59 days 18 883
Between 60 and 89 days 1,196 1,162
Between 90 and 119 days 232 761
120 days and above 588 45
2,034 2,851
Movement in the allowance for doubtful debts
2011 2010
£'000 £000
Balance at the beginning of the pericd 2,851 3,308
Impairrment losses recognised 505 1,133
Amounts wntten off as uncollectible (402) {1,286)
Amounts recovered dunng the year - (304)
Impairment losses reversed (793) -
Disposals (127) -
Balance at the end of the penod 2,034 2,851

In determining the recoverability of a trade receivable the Group considers any change in the quahty of the trade
recevable from the date the credit was imbally granted up to the reporting date The concentration of credit nsk 1s
limited due to the customer base being large and unrelated, and being covered by credit nsurance arrangements
Accordingly the directors believe that there 1s no further credit provision required In excess of the allowance for

doubtful debts

Ageing of past due but not impaired receivables

2011

2010

£'000 £000

Between 0 and 59 days 19,168 15,101
Between 60 and 89 days 229 265
19,397 15,366

Liquidity risk

The Group's policy 1s to maintain flexibility with respect to 1ts liquidity position, by utilsing short-term cash deposits

and, where necessary, shor-term bank borrowings for working capital and longer-term borrowings for capital

expenditure requirements The £70 0 million, three year revolving multicurrency agreement entered into in the prior

period was reduced to £55 0 miilion following the sale of the Magazine pnnting business The agreement includes an

overdraft facility of £15 0 million to fund short-term working capial requirements The contractual matunties of drawn

down borrowings, as well as undrawn facilities, are detailled in note 23

Capital nsk management

The Group manages Its capial to ensure that entities 1n the Group will be able to continue as going concerns while
maximising the return to stakeholders through the optimisation of the debt and equity balance The capital structure
of the Group consists of debt, which includes the borrowings disclosed In note 23, cash and cash equivalents, and
equity attributable to equity holders of the parent, compnsing 1ssued capital, reserves and retained earnings as

disclosed in the statement of changes in equity
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28 Share capital

Ordinary
shares of
10p each

Numbaer of shares £'000
Issued and fully paid
At 31 July 2010 103,583,137 10,358
Issued In the perod 2,265,370 227
At 29 July 2011 105,848,507 10,585
All authonsed and 1ssued share capital 1s represented by equity shareholdings
29. Notes to the consolidated cash flow statement
Reconcihation of cash generated from operations
201 2010
£000 £000
Profit from continuing operations 17,311 14,130
Loss from discontinued operations {17411) (4,427)
{100y 9,703
Adjustments for
Depreciation of property, plant and equipment 12,609 18,303
Imparrment losses 20,488 1,171
Amortisation of intangible assets 1,894 756
Profit on disposal of property, plant and equipment (4,652) (2,374)
Deferred income credit (393) (307)
Share-based payment charge 284 60
Decrease In retirement benefit obligations (3,345) (2,000)
Decrease In provisions {1,880) {1,585)
Operating cash inflows before movements in working capital 24905 23,727
{Increase)/decrease In inventores (1,379) 757
{Increase)/decrease In recewvables (8,375) 5,829
Increase In payables 7,131 6,909
Cash generated from operations 22,282 37,222
Analysis of net debt
30 Juty Exchange 29 July
2010 Cash flow  movements 2011
£000 £000 £000 £000
Cash and cash equivatents 10,515 5751 (4) 16,262
Bank lpans {13,193) 13,494 (301 -

(2,678) 19,245 {305) 16,262

Cash and cash equivalents (which are presented as a single class of assets on the face of the balance sheet)
comprise cash at bank and other short-term highly iquid investments with a maturity of three months or less
The effective interest rates on cash and cash equivalents are based on current market rates
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Cash flows from discontinued operations

Included within the cash flow statement are the following cash flows from discontinued operations

2011 2010

€000 £000
Net cash (used in)/generated from operating actvities (733} 4,550
Net cash (used in)/generated from investing activiies {123} (4,580)
Net cash generated from/(used ) financing actvities 182 {733)

Net decrease in cash from discontinued activities

(674) (763)

30. Capital and other commitments

2011 2010
£'000 £000
Capital expenditure contracted but not provided 141 1,820

AL 29 July 2011, the Group had cutstanding commitments for the future minimum lease payments under non-

cancellable operating leases as follows

2011 2010
Land and 2011 Land and 2010
buildings Other buldings Other
£000 £'000 £000 £000

Within one year
Between two and five years
After five years

1,466 1,405 1,503 1,666
4,690 1,605 3,580 2,490
4,250 96 4,025 10

10,406 3,106 9,108 4,166

31 Share-based payments

The Company operates a number of share-based payment schemes for certain employees of the Group IFRS 2 -
Share-based Payment has been applied to all share-based rewards made after 7 November 2002 that did not vest

before 31 July 2004 as detailed below

Discretionary Executive Share Option Scheme (‘2001 Scheme')

Executive directors and ceriain members of senior management have been granted share options under the
Company's discretionary share option schemes Detalls of the 2001 Scheme are included on pages 52 and 53

of the Directors' Remuneration Report

Long-term Incentive Plan (‘LTIP?)

Executive directors and certain members of senior management have been granted nil-cost share options under
the Company's long-term incentive plan Details of the LTIP are included on pages 53 and 54 of the Directors'

Remuneration Report

Arecanciiation of the movement in the number of share options 1s shown below

2001 Scheme LTIP

2011 2010 2011 2040

Number of options

Cutstanding at the beginning of the period
Granted dunng the penod

Lapsed dunng the pernod

2,494,800 1,004,400 - _
- 2232000 1,197,000 -
(262,800) (741,600) - _

QOutstanding at the end of the penod
Exercisable at the end of the penod

2,232,000 2,494,800 1,197,000 -




98 St ves plc Annua! Report and Accounts 2011

Notes to the Consolidated Financial Statements confinuea

31. Share-based payments confrnued

2001 Scheme LTIP

2011 2010 2011 2010
Weighted average exercise price £
Qutstanding at the beginning of the period 0.84 263 - -
Granted durng the penod - 066 - -
Lapsed durning the penod 237 273 - -
QOutstanding at the end of the period 0 66 084 - -

The farr value of the options granted in the penod under the LTIP was measured using a Black-Scholes options
pncing model The inputs to the model are

Weighted average mid-market share price 97 75p
Werghted average exercise price £0 00
Expected |ife 3 years
Expected volatility 30 00%
Risk free rate 2 00%
Dwidend yield 5 00%

The Group recogrused a total charge of £284,000 (2010 - £60,000) relating to equity-settled share-based payment
transactions The exercise price of options outstanding at 29 July 2011 ranges between nit and 66 17 pence

Deferred Bonus Scheme

On 1 November 2010, pursuant to the Directors and Senior Executives Deferred Bonus Scheme outlined on page 48
of the Directors’ Remuneration Report, a portion of the net bonus payable to Patrick Martell, Matt Armitage and Lioyd
Wigglesworth in respect of the 2010 financial year was used to purchase 201,163 shares in the Company from the
Group's Employee Benefit Trust (‘the EBT’) on behalf of these directors at 81 pence per share An ESOP reserve was
set up when the EBT ongimally purchased these shares at a price of 383 pence per share When the shares were
purchased on behalf of the direclors in the penod, an amount equivalent to their onginal cost of £769,000 was
released from the ESOP reserve with the difference of £607,000 between the pnce paid on behalf of the directors
and the onginal cost to the EBT of the shares taken directly to retained earnings

32 Related party transactions

Transactions between the Company and its subsidiaries, which are related parties, have been eliminated on
consoldatten and are not disclosed in this note No matenal related party transactions have been entered into
during the year, which might reasonably affect the decisions made by the users of these financial statements

On 1 November 2010, shares in the Company were purchased from the Group's Employee Benefit Trust on behalf
of Matt Armitage, Patnck Martell and Lloyd Wigglesworth as outlined in note 31

No other executive officers of the Company or their associates had matenial transactions with the Group during
the year

Remuneration of key management personnel

The remuneration of the directors and other executives who are key management personnel of the Group,
I1s set out below in aggregate for each of the categones specified in International Accounting Standard 24 -
Related Party Disclosures

2011 2010

£000 £000
Short-term employee benefits 2,103 2,254
Post-employment benefits 19 120
Termination benefits 33 613
Share-based payment 229 60

2,384 3,047
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33 List of principal undertakings

The principal trading subsidiaries of the Company as at 29 July 2011 are shown below All are wholly-owned
subsichanes, with the exception of Tactical Solutions (UK) Limited which 1s 90% owned With the exception of any
marked (1) which are owned directly, all are owned wia wholly-owned intermediate holding companies

The following companies are incorporated and registered 1n England and Wales

Location
Clays Limited Bungay
Occam DM Limited 1 Chilcompton
St Ives Blackburn Limited Blackburn
St lves Burniey Limited Burnley
St lves Direct Bradford Limited Bradford
St Ives Direct Leeds Limuted Leeds
St lves Management Services Limited London
St lves Westerham Press Limited Edenbndge
Service Graphics Limited 1 London and other UK sites
SP Group Limited 1 Birmingham/Redditch
Tactical Solutions {(UK) Limited 1 Chester

All the above subsidiaries other than Occam DM Limited and Tactical Solutions {UK) Limited are engaged in the
activities of prnting and related services Occam 1s engaged in the activity of database marketing sernvices and
Tactical Solutions 1s engaged in the activity of field marketing services

34 Post-balance sheet events

On 14 September 2011 the Group acquired 100% of the single class of ordinary shares in Response One Holdings
Limited, a data marketing business, for a consideration of appreximately £16 25 mililon The exact consideration will
be determ:ned based on a multiple of the EBITDA for the year ended 31 October 2011, adjusted for working capital
Approximately 70% of the consideration payable will be in cash with the balance to be satisfied by the 1ssue of up to
approximately 7 5 milien new St Ives plc ordinary shares An nitial payment of £12 5 million in cash was made on
completion The lotal consideration is capped at £19 0 million

Cn 20 September 2011, the Group acquired 100% of the single class of ordinary shares in Pragma Holdings
Limited, a consultancy specialising in retall and consumer markets The consideration payable will be determined as
a multiple of the EBITDA achieved for the year ended 31 March 2012 adjusted for working capital, and i1s estimated
to be approximately £4 2 milhon An initial payment of £3 3 million in cash was made on completion with the balance
of the consideration payable in cash and shares The total consideration s capped at £6 0 million
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Independent Auditors’ Report to the Members of St Ives plc

We have audited the parent company financiat
statements of St Ives plc for the 52 weeks ended

29 July 2011 which comprise the parent company
Balance Sheet and the relaled noies 1to 15 The
financial reporting framework that has been applied in
their preparation I1s applicabte law and United Kingdom
Accounting Standards (United Kingdom Generally
Accepted Accounting Practice)

This report 1s made solely to the Company’s members,
as a body, in accordance with Chapter 3 of Part 16 of
the Companies Act 2006 Our audit work has been
undertaken so that we might state to the Company’s
members those matters we are required to state to them
in an auditors' report and for no other purpose To the
fullest extent permitted by law, we do not accept or
assume responsibibty to anyone other than the Company
and the Company's members as a body, for cur audit
work, for this report, or for the opinions we have formed

Respective responsibilities of directors

and auditors

As explained more fully in the Directors’ Responsibilities
Staterment, the directors are responsible for the
preparation of the parent company financiai statements
and for being satisfied that they give a true and far
view Qur responsibility 1s to audit the parent company
financial statements in accordance with applicable

law and International Standards on Aucditing (UK and
Ireland) Those standards require us to comply with the
Auditing Practuces Board's (APB's) Ethica! Standards
for Auditors

Scope of the audit of the financial statements
An audit involves obtaining evidence about the amounts
and disclosures in the financial statements sufficient to
give reasonable assurance that the financial statements
are free from matenal misstatement, whether caused

by fraud or error This includes an assessment of
whether the accounting policies are appropnate to

the parent company's circumstances and have been
consistenily appled and adequately disclosed, the
reasonableness of significant accounting estimates
made by the directors, and the overall presentation

of the financial siatements

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

* gve a true and fair view of the state of the parent
company's affairs as at 29 July 2011,

+ have been properly prepared in accordance with
Untted Kingdom Generally Accepted Accounting
Practice, and

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

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

» the part of the Directors’ Remuneration Report to be
audited has been properly prepared in accordance
with the Companies Act 2006, and

» the information given in the Directors’ Report for the
financial year for which the financial statements are
prepared 15 consistent with the parent company
financial statements

Matters on which we are required to report
by exception

We have nothing to report in respect of the following
rmatters where the Companies Act 2006 requires us to
report to you if, in our opinion

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

« the parent company financial statements and the part
of the Directors’ Remuneration Report to be audited
are not in agreement with the accounting records and
returns, or

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

« we have not recewved all the information and
explanations we require for our audit

Other matter

We have reported separately on the Group financial
statemenis of St lves plc for the 52 weeks ended

29 July 2011

PN Wy

Peter O’Dongghue (Benior Statutory Auditor)
for and on bel eloitte LLP

Chartered Accountants and Statuiory Auditors
London, United Kingdom

4 October 2011
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Company Balance Sheet

29 July 201% 30 July 2010
£000 £

Note ‘000
Fixed assets
Tangible assets 5 39,173 42,960
investments 6 105404 95618
144,577 138,578
Current assets
Debtors — amounts falling due within one year 7 9,371 4,733
Debtors — amounis falling due after more than one year 7 2,429 3,497
11,800 8,230
Creditors amounts falling due within one year 8 (33,439) (19,428)
Net current labshities {21,639) (11,198)
Total assets less current habilities 122938 127,380
Creditors amounts falling due after more than one year 8 (2621) (13,193)
Provision for liabilities 10 (276) (166)
Net assets 120,041 114,021
Capital and reserves
Share capital 11 10,585 10,358
Share prermium account 1" 48,540 46,706
Other reserves 12 442 (556)
Profit and loss account 13 60474 57,513
Total equity 120,041 114,021

These financial statements were approved by the board of directors on 4 Octaber 2011 and signed on its behalf by

/ M A BAan~

Patrick Martell Matt Armitage
Chief Executive Finance Director
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Notes to the Company Financial Statements

1 Accounting policies
The financial statements of the Company have been prepared in accordance with applicable United Kingdom
accounting standards

Going concern

The directors have, at the time of approving the financial statements, a reasonable expectation that the Company
and the Group have adequaie resources to continue in operational existence for the foreseeable future Thus they
continue to adopt the going concern basis of accounting 1In preparing the financial statements Further detail s
contained in the Business Review on page 11

(a) Accounting convention
The financial statements of the Company are prepared under the historical cost convention, except for revaluaton
of certain land and buildings and financial instruments

(b) Accounting penod
The financeal statements are prepared for the fifty two weeks ended 29 July 2011 {‘the financial year') Comparative
figures are for the fifty two weeks ended 30 July 2010

(¢) Tangibie fixed assets
Depreciation 1s not provided on freehold land or assets in the course of construction On other assets It 1s provided
on cost or revalued amounts in equal annual instalments over the estimated lives of the assets The annual rates of
depreciation are as follows

Freehold bultdings 2% - 4%
Long leases Period of lease
Plant and machinery 10% — 334%
Fixtures, fitings and equipment 10% - 33%%
Motor vehicles 20% - 25%

As permitted by Financial Reporting Standard 15 — Tangible Fixed Assets (‘FRS 157, those freehold buildings valued
at 31 July 1985 continue to be carned at that value, subject to depreciation

{d) Investments
Investments are stated at historical cost, less any provision for imparment

{e) Tax
Current tax, including UK corporation tax and foreign tax, 1s provided at amounts expected to be paid {or recovered)
using the tax rates and laws that have been enacted or substantially enacted by the balance sheet date

Deferred tax 1s provided in full on timing differences which result in an cbligation at the balance sheet date to pay
more tax, or a nght to pay less tax, at a fulure date, at rates expecied to apply when they crystallise based on
current tax rates and law Timing differences anse from the inclusion of items of income and expenditure in tax
computations in periods different from those In which they are included in financial statements

Deferred tax 1s not provided on timing differences from the revaluation of fixed assets where there 1s no commitment
to sell the asset, or on unremitied earnings where there 1s no commitment to remit these earmings Deferred tax
assets are recognised to the extent that it 1s regarded as more likely than not that they will be recovered Deferred
tax assets and liabilibes are not discounted

(f) Provision for repairs
As the Company 1s committed under the terms of a lease to make repairs to leasehold premises, provision IS made
for the estimated cost of repairs over the lease peniod
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(g} Foreign currencies

Where foreign currency borrowings have been used to finance or provide a hedge against equity iInvestments in
overseas subsidianes, exchange gains or losses on the borrowings have been offset in reserves to the extent that
they do not exceed the assoctated exchange differences ansing on the retranslation of net investments

The transactions of the Company denominated in foreign currencies are translated into Sterling at the rate ruling at
the date of the transaction Amounts receivable and payable denominated in foreign currencies at the balance sheet
date are translated at the rates ruling at that date These exchange differences are included in profit on ordinary
activives before tax

{b) Share-based payments

The Group makes equity-settled share-based payments to certain employees, which are measured al farr value

at the date of grant The fair value determimed at the grant date of the equity-settled share-based payments I1s
expensed on a straight-line basis over the vesting penod, based on the Company's estimate of shares that wili
eventually vest The fair value of share options 1ssued 1s measured using a binomial model The expected life used
In the model has been adjusted, based on management’s best estimate, for the effects of non-transferability,
exercise restrictions, and behavioural considerations

(1) Derivative financial instruments

The Company's activities expose it pnmarily to the financial nsks of changes in foreign currency exchange rates and
interest rates The Company uses denvative financial instruments to hedge its exposure to foreign exchange for the
purchase of capital equpment denominated in foreign currencies and the sale of goods similarly denominated

The use of financial denvatives 1s governed by the Group's policies approved by the board of directors, which
provide written principles on the use of financial derivatives consistent with the Group’s sk management strategy
The Company does not hold or issue denvative financial instruments for speculative purposes

Changes in the fair value of denvative financial instruments that are designated and effective as cash flow hedges
of forecast transactions are recognised directly in equity and the ineffective portion 1s recognised immediately in the
profit and loss account If the cash flow hedge of a firm commitment or forecast transaction resulis in the recognition
of an asset or habdity, then, at the me the asset or llability 1s recognised, the associated gains and losses on the
dernivalive that had previously been recognised In equity are included in the inhal measurement of the asset or
hability For the hedges that de not result In the recognition of an asset or liability, amounts deferred in equity are
recognised in the profit and loss account In the same pericd in which the hedged item affects the net profit or loss

Hedge accounting 15 discontinued when the hedging instrument expires or I1s sold, terminated, or exercised,

or no longer qualifies for hedge accounting At that time, any cumulative gain or loss on the hedging instrument
recogrised n equity 1s retained in equity unbi the forecast transaction occurs If a hedge transaction 1s no longer
expected to occur, the net cumulative gan or loss previgusly recognised in equity 1s included in the profit and loss
account for the period

Dernvatives embedded in other financial instruments or other host contracts are treated as separate denvatives
when therr nsks and charactenstics are not closely related to those of their host contracts and the host contracts
are not carried at farr value with unrealised gains or losses reported in the profit and loss account

Those denvatives which are not designated as hedges are classified as held for trading and gains and losses on
those instruments are recognised immechately in the profit and loss account
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Notes to the Company Financial Statements continuvea

1 Accounting policies corifinued

() Pension costs

The Company operates a defined berefits pension scheme and a defined contrnibution pension scheme
The Company accounts for the defined benefits pension scheme as if it were a defined contnbution scheme
under the provisions of FRS 17 Pension costs for the Company's defined contnbution scheme are charged
against profits as payable Further details are set out In note 14

(k) Leases

Rental costs under operating leases are charged to the profit and foss account in equal annual amounts over the

periods of leases
() Cash flows

A statement of cash flows has not been prepared for the Company as, in accordance with Financial Reporting
Standard 1 (Rewised) "Cash Flow Statements’ {'FRS 1"}, cash flow information has been shown in the financial

statements of the ultimate parent company

2. Profit from operations

As permitted by Section 408 of the Companies Act 2006, no profit and loss account of the Company I1s included
in these financial statements The profit for the financial penod for the Company was £7 2 miltion (2010 - loss of

£4 4 million)

3 Auditors' remuneration
Fees paid to the auditors in respect of their audit of the Company were £69,000 (2010 - £62,000)

4 Employee information
The average monthly number of employees (including executive directars) was

2011 2010
Number Number
Sales 16 12
Administration 44 43
60 55

Their aggregate remuneration compnsed
2011 2010
£'000 £1000
Wages and salanes 3,571 3,801
Social secunty costs 346 346
Other pension costs 99 108
Share-based payment 284 60
4,300 4315
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5 Tangible fixed assets
Land and buildings

Fixtures
fitings
Land and bulldings equipment
Plant ang and motor
Freehold Longleases  machnery vehicles Total
£'000 £900 £000 £000 £'000

Cost or valuation

At 31 July 2009

Additions

Transfers from subsidiaries
Transfers to subsidianes

47,379 5,765 2,807 25556 58,506

- - 3 446 449
5,800 429 - - 622
- - - (549) (549)

Disposals {1,695) - - {(165) (1.860)
At 30 July 2010 51,484 6,194 2,810 2,287 62775
Additions - 542 236 1,393 2,171

Transfers from subsidiaries - - 99,741 1,920 101,661

Transfers to subsidianes (108) - (99,741)  (1,934) (101,783)
Reclassifications - - 578 (576) -
Disposals (5,255) - {131) (879) (6,265)
At 29 July 2011 46,121 6,736 3,49 2,211 58,559

Accumulated depreciation and impairment

At 31 July 2008

13,233 2,418 1,868 1,660 19,079

Charge 690 308 188 273 1,459
Transfers from subsidiares 274 - - - 274
Transfers to subsidiaries - - - {498) {498)
Disposals {413) - - (86) (499)
At 29 July 2010 13,784 2726 2056 1249 19,815
Charge 691 334 850 252 2127

Transfers from subsidianes
Transfers to subsidianes

- - 66102 1,800 67,992
- - (66,699) (1.911) (68,610)

Disposals {1,440} - (88) (410)  (1.938)
Reclassifications — - 297 (297) -
At 29 July 2011 13,035 3,060 2,518 773 19,386
Net book value

AL 30 July 2010 38,449 3,134 292 1,514 43,389
At 29 July 2011 33,086 3,676 973 1,438 39,173

The Company has freehald land with a book value of £5,214,000 (2010 — £6,040,000) which has not been

depreciated

The net book value of the Company's land and buldings includes £198,000 (2010 - £204,000) in respect of
assets revalued on 31 July 1985 The historical written down cost of these assets would have been £80,000

(2010 - £84,000}
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Notes to the Company Financial Statements continuea

6. Investments held as fixed assets

Shares
at cost Loans Total
£000 £000 £000
Investment in subsidiaries:
Balance at 30 July 2010 72,872 22,746 95,618
Acquisittons 18,638 - 18,638
Loan capitalisations 12,000 (12,000) -
Loan advances - 23972 23972
Loan repayments - {23824) (23,824)
Impairments (9,000} - (3,000)
Balance at 29 July 2011 94,510 10,894 105,404

All of the above are unlisted investments The principal trading subsidianes are hsted in nate 33 of the consolidated

financial statements

Acquisitions of shares at cost relates to the acquisition of Tactical Solutions (UK} Limited an 9 February 2010 as
disclosed in note 11 of the notes to the consolidated financial statements Loan capitalisations comprise capital
contributions by loan waiver of £6,000,000 to Service Graphics Limited and £6,000,000 to Occam DM Limited
The investment in St lves Direct Limited was impaired in the period by £9,000,000 due to a reducticn in the value

of the investments in its subsidiary companies

7 Debtors: amounts falling due within and after more than one year

2011 2010
£000 £'000
Within one year
Amounts owed by group undertakings 4,326 1,218
Loans recevable 1,986 -
COther debtors 918 1,521
Tax recoverable 1,466 858
Prepayments and accrued income 671 1,077
Dervative assets 4 59
9,371 4733
After more than one year
Deferred tax asset - 2
Loans recewvable 2,429 3,495
2,429 3,497

Loans recewvable within one year of £1,986,000 and after more than one year of £2,429,000 compnse Sterling
amounts receivable as deferred consideration for the sale of the Magazine printing business on 6 Apnl 2011, as
outhned in note 12 to the consolidated financial statements These loans are non-interest bearing and are carmed
at amortised cost The prior year figure compnses a LIS Dollar-denominated promissory loan note of US$S5 5 million
receved as part of the consideration on the sale of the US operation in January 2009, together with interest rolied
up into the loan The promissory loan note hears interest at 6% per annum The promissory loan note was fully

impaired \n the penod
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8. Creditors amounts falling due within and after more than one year
2011

2010

£'000 £000
Within one year

Amounts owing {o group underiakings 8,673 8,652
Bank loans and overdrafts (note 9) 18,190 4,910
Consideration payable on purchase of subsiciary 1,677 -
Trade creditors 878 1,602
Other creditors including tax and social security 2,402 2,135
Accruals and deferred income 1,619 2,229

33,439 19,428

2011 2010
£'000 £000

After more than one year
Consideration payabie on purchase of subsiciary 2,621 -
Bank loans and overdrafts {note 9) - 13,193
2,621 13,193

Consideration payable for the purchase of a subsidiary of £1,677,000 within one year and of £2,621,000 after maore

than one year represent the farr values of the toan notes 1ssued as part of the consideration for Tactical Solutions
{UK) Ltd in the period, as defalled in note 11 to the consolidated financial statements

9 Borrowings and finance obligations

2011 2010
£'000 £000

Within one year

Bank overdrafts 18,190 4,910
2011 2010
£'000 £000

After more than one year

Bank loans - 13,193

Bank overdrafts and loans

In October 2009, the Company entered inta a £70 0 mition committed revolving multicurrency facility which
was reduced to £65 million in the penod following the disposal of the Magazine prninting business The facihty
terminates on 31 October 2012 Within the facility, up to £15 0 mitlion may be drawn as an overdraft Interest
on loan drawdowns 1s charged at LIBOR plus a margin which varies between 2 25% and 2 75%, depending
on the ratio of the consolidated net debt to EBITDA, excluding non-underlying items, of the Company and its
subsidiary undertakings Interest on overdraft drawdowns Is charged at 2 00% over UK base rate

The Company's overdraft I1s guaranteed by certain United Kingdom subsidiary undertakings and the Company
guarantees the loans and overdrafts of those United Kingdom subsidhary undertakings At 29 July 2011, the
aggregate lability for the Company under this guarantee amounted to £11,765,000 (2010 — £83,557,000)

The aggregate value of the Company’s loans and overdraft labtities guaranteed by certain United Kingdom
subsidianes amounted to £18,677,000 (2010 — £43,746,000)

As at 29 July 2011, there was no loan or averdraft secured against the assets of the Company (2010 — £nil)
The directors consider that the carrying amount of the loans and overdrafts approximates their fair value

The Caompany has guaranteed amounts payable ‘o certain suppliers of one of its trading subsidianes
The maximum aggregate liability under these guarantees 1s £1,112,000
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Notes to the Company Financial Statements

continueq

10. Provisions for liabilities and charges

Provision

for epars  Deferred tax Total
£.000 £000 £000
Balance at 31 July 2010 166 - 166
Reclassification of deferred tax assets - {2) (2)
Charge to profit and loss account - 112 112
Balance at 29 July 2011 166 110 276
The amounts of deferred tax provided in the financial statements are as follows
2011 2010
£000 £000
Capital allowances in excess of depreciation 230 149
Other tming differences {120) {151)
110 (2)
11. Called up share capital and share premium account
Ordinary Share
shares of premium
10p each account
Numbser of shares £:000 £000
Allotted and fully paid
At 30 July 2010 103,583,137 10,358 46,708
Issue of share capital 2,265,370 227 1,834
At 29 July 2011 105,848,507 10,585 48,540

All authorised and 1ssued share capial 1s represented by equity shareholdings 96,173 shares were issued n the
period as the final element of the consideration paid for the equity of Occam DM Limited and 2,169,197 shares were
1ssued as partial consideration for the acquisitton of Tactical Sclutions (UK} Limited, as outlined n note 11 io the

consolidated financial statements

12. Other reserves

Capital Share
redempion oplon ESOP Hedging
reserve reserve reserve reserve Total
£000 £000 £000 £000 £000
Balance at 30 July 2010 1,238 60  (1,913) 59 {556)
Recognition of share-based payments - 284 - - 284
issue of share capital - - 769 - 769
Gains on cash flow hedges
Transferred to underlying hedged items - - - (59) {59)
Ansing on forward currency contracts - - - 4 4
Balance at 29 July 2011 1,238 344 1,149 4 442

On 1 November 2010, pursuant to the Directors and Senior Executives Deferred Bonus Scheme outhned on page 48
of the Directors’ Remuneration Report, a partion of the net bonus payable to Matt Armitage, Patrick Martell and Lioyd
Wwigglesworth in respect of the 2010 financial year was used to purchase 201,163 shares in the Company from the
Group’s Employee Benefit Trust (‘'EBT"} on behalf of these directors at 81 pence per share An ESOP reserve was
set up when the EBT onginally purchased these shares at a price of 383 pence per share When the shares were
purchased on behalf of the directors 1n the penod, an amount equivalent to their onginal cost of £769,000 was
released from the ESOF reserve with the difference of £607,000 between the price paid on behalf of the directors
and the onginal cost to the EBT of the shares taken directly to retained earnings
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13 Profit and loss account

£1000
Balance at 30 July 2010 57,513
Profit for the financial perod 7,184
Issue of share capitat (607)
Dwvidends paid on equity shares (3,616)
Balance at 29 July 2011 60,474

The adjustment to retained earnings in respect of the 1ssue of share capital 1s explained 1n note 12 above

14 Retirement Benefits

The Company participates in both the defined benefits and defined ceontribution schemes operated by St lves plc
The defined benefits scheme 1s a multi-employer scheme, the assets and habilities of which are held in separate
trustee-administered funds The pension costs are based on pension costs across the Group as a whole Fer the
defined contribution scheme, the profit and loss charge represents contnbutions payable

The pension costs of the Company are disciosed in note 4

For the purpese of FRS 17, the Company 1s unable to identfy its share of the underlying assets and habilities of the
defined benefits scheme on a consistent and reascnable basis Accordingly, the Company accounts for the defined
benefits scheme as If it were a defined contnbution scheme

The defined benefits scheme was closed to new entrants with effect from 6 Aprnil 2002 and closed to future benefit
accrual from 31 August 2008 There are no contributions to fund future defined benefit accrual after 31 August 2008
Centributions of £2,200,000 were made in the pericd and the Company expects to contribute £2,200,000 to the
scheme in 2012

The Group I1s required to account for the defined benefits scheme under International Accounting Standard

19 — Employee Benefits ('IAS 19') The IAS 19 disclosures, included in note 26 of the notes to the consolidated
financial statements, have been based on the results of the actuanal valuation of the defined benefits scheme

as at 6 Aprl 2007 adjusted to allow for the assumptions and actuanal methodology required by IAS 19 and
updated to 29 July 2011 by the scheme's actuary These disclosures show that the scheme's assets represented
95 2% of the scheme’s tabilities (2010 - 86 5%)

15. Capital commitments

2011 2010
£000 £000

Caprtal expenditure contracted but not provided 273 1,097
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Five Year Record

S2weeksto S2weeksto S52weeksto 53 weeks to
52 weeks to 30 Juty 31 July 1 August 3 August

29 July 2010 2000 2008 2007
2011 {restated) {restated) (restated) (restated)
£000 £000 £000 £000 £000

Revenue
Print 282,736 290,542 386,782 391,200 365,764
Marketing 14,054 888 - - -
LSA - - - — 59,266

296,790 291,430 386,782 391,200 425,030

Profit/(loss) from operations before non-underlying items

Print 20,870 18,968 10,150 32953 32,834
Marketing Services 450 {2186) - - -
USA - - - - 1,495
21,320 18,752 10,150 32,953 34,329
Non-underlying items” {4,009} (4,622} (14,532) 1,126 (2,765)
Profit/{loss) from operations 17,311 14,130  {4,382) 34,079 31,564
Investment income 13,973 13,267 12857 11,051 10,171
Finance costs (14,388) (14,222) (15718) {14,508) (14179
Profit/(loss) before taxation 16,896 13,175  (7.241) 30622 27,556
Income tax expense (3,072) (1.974) 916 {16,096) (7,157)
Profit/(loss} on erdinary activities after taxation 13,824 11,201 (6,325) 14526 20,399
Profit/{loss) on discontinued operations (18,585) (3,463) (8.233) 1,714 (14,084)
Profit/{loss} for the period (4,761) 7,738 {14,558) 16,240 6,315

Earnings per share

Basic 1322 1087 (6 14) 1410 613
Continuing before non-undertying items 14 45 1183 494 18 67 20 25
Balance sheet

Property, plant and equipment 62,376 107,438 122,178 141581 147,006
Goodwili 67,443 54,383 46274 54679 548679
Other intangible assets 11,522 4,683 1,215 1,753 1,394
QOther non-current assets 2,429 5,052 8,008 2,517 5123
Assets held for sale - 2,140 1,282 6,650 3,345
Other current assets 88,558 89,402 98218 116811 100,121

Liabihties held for sale - - - (1.142) -
Other current llabiimes 76,217 (84,606) (113,717) (79,.015) (67,719)
Non-current habilites 19,530 (48,606) (41,390} (88,964) (79,422)
Net assets 136,581 129,886 122,066 154,870 164,527

Revenue and profit/(loss) from operations before non-underlying items is shown by business segment The figures
far Print segment for the periods ended 3 August 2007, 1 August 2008 and 31 July 2009 include the results of the
operations previously classified within the Media and Commaercial segments, including those of the Magazine
printing business

For the year ended 3 August 2007 the US segment I1s included within continuing operations The Five Year Record 1s
not audited

Non-underlying tems compnse restructunng charges, provision releases, operating results of non-continuing operations  amortisaton of acquired
ntangibles and one-off tems
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Financial Calendar

Financial year ended 30 July 2010

Record date for final dividend
Annual General Meeting
Payment date for final dwvidend of 1 75p per ordinary share

Financial year ended 29 July 2011

3 December 2010
30 November 2010
23 December 2010

Half year end

Announcement of Half year results

Record date for interim dividend

Payment date for intenm dividend of 1 75p per ordinary share
Financial year end

Announcement of Full year results

Annual General Meeting

Record date for proposed final dvidend

Payment date for proposed final dividend of 3 50p per ordinary share

Financial year ended 27 July 2012

28 January 2011

15 March 2011

& Apnit 2011

3 May 2011

29 July 2011

4 October 2011

29 November 2011
2 December 2011
23 December 2011*

Half year end
Announcement of Half year results
Financiat year end

*  If approved by sharehaloers at the 2011 Annual General Meeung the proposed final dradend will be paid on 23 December 2011

27 January 2012
March 2012
27 July 2012
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Shareholder Information

Corporate information
Further infermation about the Group can be found on our website www st-ives co uk

This year's Annual Report and Accounts, as well as copies of past years’ Annual Repors and Accounts, Half year
and Intenm Management Statements and Shareholder circulars, are available to view and download from our
Investor Centre Regulatory announcements and press refeases made dunng the year and in past years are also
avallable to view 1n the Media Centre section of our Investor Centre

Should you wish to receive further copies of the Annual Report and Accounts or a copy of our Environmental report,
please contact the Company Secretary, St lves plc, One Tudor Street, London EC4Y 0AH

Shares

St Ives plc ordinary shares of 10 pence each are histed on the London Stock Exchange and trade under the symbol
SIV Our International Secunties Identification Number (ISIN) 1s GB0O007689002 and our Stock Exchange Daily
Official List (SEDOL) number 1s 768900

Share pnce information and our latest regulatory announcements can be obtained from the Stock Exchange website,
www londonstockexchange com

Shareholding enguines
St ves plc's register 1s mantamed by Capita Registrars, who are able to deal with shareholders’ quenes, including
in respect of any of the following maiters

« transfer of shares

e change of name or address

* registering the death of a shareholder

« lost share certificates

e lost or out of date dividend warrants

= the payment of dividends directly into a bank or bullding society account

Therr contact detais are St tves plc Shareholder Services, Capita Registrars, The Registry, 34 Beckenham Road,
Beckenham, Kent BR3 4TU

Capita’s shareholder helpline telephone number 1s 0871 664 0300 {calls cost 10 pence per minute plus network
extras) If you are calling from overseas, please telephone + 44 208 639 3399 Lines are open from830am to
5 30 p m, Monday to Fnday

Alternatively, you can email your query to owr registrars at ssd@capitaregistars com although, for legal reasons,
they may subsequently require you to confirm any instruction in writing

Our principal advisers
Stockbrokers
Numis Secunties Limited, The London Stock Exchange Building, 10 Paternoster Square, London ECAM 7LT

Financial Advisers
N M Rothschild & Sons Limited, New Court, St Swithin's Lane, London EC4P 4DU

Bankers
HSBC Bank plc, 76 Edgware Road, London W2 2EQ

The Royal Bank of Scotland plc, PO Box 2 AG, 63 Piccadlly, London W1A 2AG

Solicitors
Herbert Smith LLP, Exchange House, Pnmrose Street, London EC2A 2HS
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