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Our Group today

Stlves s a group of market-leading companies that combines capabilities to deliver the UK’s most
diverse range of marketing solutions and book publishing services

Ourcombination of nsight and consultancy services, combined with cross-media execution and printing
capabilities, ensure that we deliver high-value selutions for our marketing clients

Inthe publishing services environment Clays 1s the market leader, helping our publishing clients meet the

changing needs of the books market

From HSBC to Sainsbury's, the RAC to Marks and Spencer, the latest JK Rowling novel to gold medall
winner stamps, we deliver awide range of services tallored to meet our clients’ needs

By focusing on customer service, and by working together, St lves Group offers unique marketing
solutions and publishing services delivered from a single point of contact
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Financial highlights

£327.4m

Underlying revenus’

5.75p

Total dividends per share

2011 £296 8m 2011 525p
£24.2m £14.9m
Underlying profitbefore tax’ Profit before tax

2011 £209m 2011 £16 9m

15.61p

Underlying earnings per share’
2011 14 45p

11.64p

Earnings pershare
2011 13 22p

*  Before non-underiying items which compnse restruciunng costs provision releases operating results of non-continung sites acquisibon costs, adjustments
to deferred consideration net profit on disposal of property plant and equipment amortsation of acquired intangibles and other one-off items

All figures for revenue profit and eamings per share are based on cantinuing cperations

Operational highlights

» Continued success in implementation of strategic
repositiocning of the Group

« Three acquisitions to enhance our marketing services
offenng, including

- Response One, one of the UK's fastest growing data
marketing businesses, in September 2011

» Pragma Holdings, a leading consultancy specialising
in retall and consumer markets, in September 2011

* Inaite Marketing Planming, an industry leading market
research and insights consultancy, in February 2012

« Invastment in Sponge, a leading mobile marketing
agency, and Easypress Group (formerly
EvolvedGroup), an eBook conversion
software company

+ Further successful cost reduction inibiatives acress
Prnint businesses, and investment in digital production

» Winning additional market share, with the Group's new
multi-discipling offenng gaining traction with key clients
including HSBC, Punch Taverns, Holland and Barrett
and Johnston Press

- Contract renewals with key clents including
Sainsbury's, Royal Mail and Heinz



2 Stlves plc Annual Report and Accounts 2012

Stlves Group ataglance

Integrating our services

Contribution to Group sales Reporting Segments
0,
(%) We are continuing our objective to

increase overall profit contribution Pr int
from Marketing Services through

acqguisition and growth of businesses

in this segment In addition our Print

businesses continue to perform well

in difficult market conchtions Books Direct Response
Monochromatic books Direct mail
Distnbution Drgital pnnt
Logistics Personalisation
Print on demand Commercial pnnt
Inventory nsk management Locations
Locations Bradfard
Bungay Leeds
Londen London
t
ePublishing solutions Qutsourcing
L Vendor management
ocation Print managemant
Surrey
Location
London
Qurintegrated business model
Our business operates in two distinct markets Publishing Services and Marketing Solutions St lves'
growth strategy aims to develop its sector specific propositions by cultivating a range of services
and a toolbox of delivery capabilities
Our Marketing Solutions offer has strengthened following the acquisiions this year of Response One,
Pragma and Incite - all of which provide insight offerings to our clients Our marketing services
propositions are underpinned by key customer relationships and account management
We manage our business as twe segments Print, which is primanly efficiency focused, and Marketing
Services, which 1s growth focused
D For further information on our sector propesitions see page 9
Markating Marketing
Solutions Services '
Operations
Market Sector Key Customer Market Sector Propositions
Propositions Development
Publishing Marketing
: Services Solutions
Publishing Print

Services Operations
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Marketing Services

Point of Sale

Exhibitions & Events

Data Marketing

Field Marketing

Consultancy
Services

Retal and brand POS
Store audits

Logistics

Digital screen media

Locations
Birmingham
Burntey
Redditch

Visual consultancy
Graphics production
Giant media

Qutdoor graphics
Exhibntian and events
Display products
Sporis and sponsorshipy
branding

Locations
Glasgow
London
Nottingham
Skelmersdale

Database management

Field sales services

Data analysis Trade marketing
Data insight Sales training
Intenm management
Location
Chilcampton Location
Fhntshire

Customer insight
censultants

Location
London

Dhgital media solutions

Locations
London
Redditch

Business audits

Retail strategy and insight
Market research

Site surveys and
compliance

Location
London

Online campaign
management

Location
Londen

Campaign management

Data inteligence

List and media planning

Media sales
Campaign delvery

Location
Bath

Market research
Commercial due dillgence
Investor services

Location
Twickenham

! Motbxle marketing soluttons

Location
London

t 5t Ives holds imvestments in the company
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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
Charman

Investing in
our business

The 12 months to July 2012 have seen St lves conlinue the
delivery of improved financial performance coupled with
the strategic realignment of the business

Print remains, and wilt continue to remain, an iImportant
component of the overall business St Ives 1s a leaderin its
chosen print market sectors where it enjoys a strong reputation
for quality and delivery and where It has long established and
strong customer relationships

Over the last two years, we have acquired a number of
mndependent and compiementary marketing services
businesses We are investing 1n those businesses and will
continue to do so, and we shall look for further opportunities to
acquire to broaden and deepen the range of services we offer
We also see scope to further strengthen the collabaration
between all of our businesses and to Increase cross-selling

St lves now has a portfolic of service activities ranging from
data management to retall consultancy and from tactical retall
and brand support to market research Al these businesses
are being integrated into St lves

The organisation of St lves s changing The touchstone for the
new organisalion 1s customer focus Different customers have
different service and print needs The Group I1s evolving and
this will continue so that we can deliver to our customers the
right combination of print and support services to meet their
particular needs
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The board is changing as well and 1s dedicating mere time to
the strategic development of the business, whilst continuing
to maintain high levels of corporate governance Technology
developments across a broad front mean that St ives will have
to analyse and understand the changing requirements of its
customers and refresh its market offering as necessary

The asset base in the print side of the business 1s now far more
appropriate for the Group's future needs Here too technology
Is making a significant impact and the board will need to
decide on future investment and sourcing options

The Executive team under Patrick Martell's leadership 1s now
firmly established and working well There i1s a recognition that
the reshaping of the business has to be done in tandem with
the delivery of improved financia! performance

The board recognises that further investment in new or existing
businesses may be necessary for the long-term strength of
the Group If that has an impact on short or medium-term
performance 1t will only be undertaken If the end result is

value creation

The membership of the board is evolving Stmon Marquis 1s
standing down as a director at this year's AGM having reached
the nine year recommended maximum term of service He has
made an outstanding contribution to the board, particularly
during this recent period of strategic realignment when his
knowledge about the marketing services businesses has been
nvaluable We shall miss his wisdom and wise counsel

Earler in the year the board was delighted to welcome Helen
Stevenson as a non-executive director She brings a wealth of
expenence in marketing related activities and we look forward
to her contribution

Change has charactensed virtually every aspect of the
Group's busingss in the last year That can often be disruptive
and painful for individuals The board recogruses that and on
therr behalf | would like to thank all of St ives’ employees for
their support and understanding during the changes which
have taken place The Group s fitter and better prepared for
the future as a result

Our thanks also go to our customers and clients Increasingly
we are forming strategic partnerships with our customers
which atlow us to develop a package of products and services
which reflect therr stralegic needs

The Group 1s now well positioned to develop the business and
create value for our shareholders through further investment
and through the development of our existing portfolio

Richard Stillwell
Chairman

2 October 2012
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Chief Executive’s Strategic Review

“We are very pleased to
report further significant
improvement in our financial
performance and the
continuing success in
delivering our strategy.”

Patrick Martell
Chief Executive

Expanding
our capabilities

Strategic Vision and Implementation

The strategic realignment of our business has resulted in

us bullding a range of complementary marketing services
capabilities and our exit from commoditised print markets
Whilst our Book business, Clays, continues to provide solutions
focused on the needs of book publishers, our other businesses
collaborate as required to provide marketing services across

a number of sectors, Including Retail, Financial Services,
FMCG, Leisure and Travel, Automotive, Charity and the

Public Sector

The rise in consurmer power I1s driving a fundamental change
in the role of marketing which will impact across afl of these
markets The shift from push marketing to conversational
marketing based on understanding customer needs, and
responding accordingly, 1s well under way and St lves I1s
ideally positioned to help our clients meet the challenges
this presents

Our consultancy services are set up to help our clients better
understand ther markets and customers, and to develop future
strategies We have the cross media capability to execute
these strategies physically, digitally and socially using our Print
and Marketing Services businesses, creating a unique and
compelling combination of services in the market place

For example

* In Retail we see the combination of sophisticated custamer
insight and research dnving specific in-store and online
offenngs that we fulfil for the UK's largest brands

« In Financial Services, the dnve to create engaging and
cost-efiective customer connections has never been more
important, at St lves we help some of the largest retall banks
delwer more targeted multi-channel campaigns whilst at the
same time saving expenditure on pnnied matenals
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« in Publishing, our strategy 1s to provide a range of services
which enable our custorners to profitably produce books in
mare flexible quantities and to mimimise the need for, and
nsk of, holding stock We have invested in developing our
eBook conversion software offering dunng the year through
our stake n the Easypress Group Qur ongoing tnvestment In
digital production will help to mitigate the impact on margin
of shorter run lengths and we will continue to seek further
oppertunities to reduce the cost of conventional production

We have successfully exited commoditised print markets, such
as magazines, fine art printing and CD/DVD insert printing,
and invested in those print businesses serving markets where
there 1s a requirement for added value services in addition

to print Other than Clays, our book printing business, all

other businesses in the Group now provide marketing related
to services Last year we stated that in three years’ time

30% - 40% of the Group’s operating profit would come from
Marketing Services We are pleased with the progress made in
the first year and we remain confident that over the pencd this
remains & deliverable target

Execution of our strategy has enabled us to improve our
financial performance and fund acquisitions QOur focus going
forward 15 to further strengthen the individua! businesses and
continue to develop broader customer propositions that utilise
a number of the capabilities across the Group

We wilt invest to support organic growth in our businesses
whilst also seeking further acquisiion opportunities to
complement our offering The Group has an extensive blue
chip customer base of which it 1s nghtly proud and we will
continue to seek opportunities to extend the scope of services
and products we provide o them

Our Business Model
As the shape of our business changes, we have to adapt our
business model

The real power of our busingss comes from collaboration
across the Group's busingsses We have created a culture
of nvolvement which is starting to show benefits, with our
success In cross-selling and the cultural stuft having broken
down the business silos A growing preportion of our print
work 1s in collaboration with, or in support of, our Marketing
Services activities, and we increasingly provide marketing
services invoiced directly through our Print businesses and
viCe versa

This means that at times the way we approach cur markets
and customers may differ from the way we manage, measure
and report on our business segments We need to be flexible
and adapt the management of our orgarusation to reflect this
approach, as our clients and their markets change Our
external approach 1s focused on market sectors and, in
particular, ensuring we continue io meet the needs of our
clients Our interna! approach is to manage our Print segment
as cosi effectively as possible and develop the growth
opporturmities within our Marketing Services businesses

This collaboration has manifested itself in new business wins
such as our recent engagement by Punch Taverns, a contract
won by our Point of Sale business in conjunction with a wide
range of our Group companies including Occam and
Response One These businesses will all be delivenng
services to Punch Taverns via a single contact within the
Point of Sale business

The effectiveness of our cross-Group collaboration i1s also
demonstrated in new long-term contracts for Sainsbury’s
Supermarkets, Sainsbury’s Bank, Royal Mail, HSBC

and Hemnz

Strong Performance 1n 2011/2012

During a year of significant change across the Group we have
once again delivered a robust financial performance Trading
conditions dunng the year continued to be very tough as the
economic climate remained challenging and uncertain
Underlying Group revenue of £327 4 million was 10 3% higher
compared to the previous year We have agam made further
progress In imgroving the underlying profit before tax of the
business to £24 2 milign {2011 — £20 9 milion) with underlying
EPS increasing by 8 0% to 15 61p (2011 - 14 45p)

The improvement in our revenue and profit performance was
driven by growth in our Marketing Services segment

Our Marketing Services businesses contributed 16 4% of the
Group’'s operating profitin the financial year, which would have
been just over 20% with a full year's contnbution from Incite,
Pragma and Response One, which were all acquired during
the year The integration of all the Marketing Services
businesses 1s progressing well and we have invested
approximately £1 0 milion in additional staff to support

our future growth plans

Overall our Print businesses have performed well as a result
of the actions we have taken to reduce costs and improve
operational efficiencies We benefitted both from a late surge
In activity associated with the 2012 London Olympics and from
our decision to cease production of company reports and CD/
BVD inserts Our Book business performed marginally below
the comparative prior period as a result of further reductions
in average run lengths and higher costs associated with therr
conventional production The new digital equipment Is
expected to become operational by November 2012

Wae finished the year with net debt of £13 4 million
{2011 — net cash of £16 3 mullion) after £6 5 million of restructuring
cash outflow and investment of £27 2 mithon in acquisttions

The board 1s recommending a final dividend of 4 00p making a
full year drividend of 5 75p (2011 - 5 25p} If approved, the final
dividend will be paid en 21 December 2012 to shareholders on
the register at 30 November 2012 with an ex-dividend date of
28 November 2012
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Chief Executive’s Strategic Review continued

“The improvement in our
revenue and profitability
was driven by growth in our

Segment Overview

Pnnt

Qur Print segment represented B5 6% (2011 — 95 3%) of
Group external revenue far the year This comprises the

Response businesses

Marketing Services segment.”

Our strategic objectives

Our objective 15 10 build on our success to date in establishing foundations for growth by increasing sales through customer
and market focused propositions

Books, Exhibition and Events, Pomnt of Sale, and Direct

2012 2011t
£'000 £ 000

Underlying revenue
Underlying operating profit

280,327 282,736
20,442 20,870

Books

The Group's Book business accounted for 26 8% of the
Print segment’s revenue Books revenue was down by

2 7% compared {o the previous year at £75 0 million

(2011 - £771 millon) However, book volumes increased

by 500,000 units compared to the same penod in the
previous year as our reputation for superior levels of service
and quality coninues to ensure we produce the majority of
the bestselling titles The trend towards ordering smaller
quantittes has had a negative impact on profitability as the
number of orders processed increased by 13% whilst average
run lengths reduced by 11% Our investment in new digital
equipment, due to come on stream by November 2012,

will help to mitigate thus iImpact and ensure we are better
posittoned to capitalise on this continuing trend

Completed

Reduce cost

Strengthen
balance sheet
-Siteclosures
—Headcount reduction
=Capexreduced

~Significant working
capilalimprovement

Improve financial
performance

Disposal of non-
core operations

Targeted
mvestment
-Marginimproved
-Magazine business sold
—Investment ingigital
output
-Create newMarketing
Serwces propesiion
-Senicrmanagement
replaced

2013

+ Development
of collaboralive
working practices
across the
Group to buid
market-specific
propositions

+ Business model

development and
implementation

2014

= Development
of business and
Group sales 1o
drnve increased
revenue

+ Efficient delvery
through internal
and external
resaurces

Group managed service offenng development

« Improve margin through efficiency gains

2015

+ Customer-centnc
culture with
market-specific
propoesitions

* Increased sales
and profitability
from business
segments

Further acquisiions and diversification to enhance marketing sofutions offenng
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Extubitions and Events

Revenue of £38 2 million (2011 - £34 8 million) was 9 6%
ahead of last year and accounted for 13 6% of the Print
segment revenue We expenenced a significant late boost
in activity for the 2012 London Olympics and are benefitting
from our new modern facility in Chessington

Point of Sale

Point of Sale material for the UK retailers and brands
represented 31 5% of the Print segment revenue at

£88 2 millien (2011 — £85 7 million) Although the market
remains flercely competitive, we have increased our market
share with some exciing new customer wins and have
succeeded In renewing a number of our existing contracts
against strong competition and at acceptable margins

Direct Response

Direct Response printing accounted for 28 1% of the Print
segment revenue Market conditions continued to be extremely
challenging and, after the year end, we took further action

{o reduce costs by consobdating our operations into a single
sile at Bradford, which is planned to be completed in
December 2012

Revenue in the Direct Response business fell compared to the
previous year to £78 9 million {2011 — £85 i milhon) However,
the sales mix has changed significantly as a result of our

Market Sector Propositions

decision to exit the markets for company reports and CD/DVD
inserts The comination of reduced cost base and change of
sales mix has significantly improved the financial performance
of this business

Marketing Services

Marketing Services accounts for approximately 14 4%
{2011 - 4 7%) of external revenue and includes Occam,
Tactical Solutions and our recently acquired businesses,
Response One, Pragma and Incite

2012 2011
£'000 £1000
Underlying revenue 47049 14054
Underlying operating profit 4,011 450

Data Marketing

Our Data Marketing businesses, Occam and Response One,
represented 52 8% of Marketing Services revenue at

£24 8 milion (2011 - £6 8 million) Thus combined offering
gives us a unique end-to-end propositron enabling the delivery
of highly targeted and sophisticated communications to help
our clients both acquire and retain customers

Publishing Services:

Unrivalled for quality, service and innovation, we are
the largest book printer in the country and exclusive
supplier to many leading pubhishing houses

Book
Production

B o

Pon

Marketing Solutions:

We provide a range of marketing solutions through
each individual business as well as the combination of
capabilittes which delivers efficient, effective marketing
communications across a range of market sectors

0‘\3“99 managernen
(s

S
\N
2
§ %
§ %
-~ (-4
£ &
L]
=

Insight

Execution

These services all contribute to our seamless product offertng Pages 12 to 23 provide
a snapshot into how we are building integrated capabilities across our business

Please see the Group's website {(www st-ives co uk) for more information
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Chief Executive’s Strategic Review continued

“We have successfully
integrated the Marketing
Services acquisitions into
the Group and we are very
pleased with how the
businesses have performed
to date.”

Despite the current economic climate, which has resulted

In client budget pressure and the deferral of some larger
database builds, we have invested in our Data Marketing
businesses to expand their capabilities We have also been
successful in winning new business and in shanng customers
and expertise across our two businesses

Freld Marketing

Our Field Marketing business, Tactical Solutions, represented
31 7% of Marketing Services revenue at £14 9 million

(2011 - £7 2 million) The business 1s one of the UK's leading
and fastest growing field marketing companies worling with
major brands and retallers to drive increased sales Iin store
through targeted intervention

We have invested to grow this business and have adopted
the tatest tablet-based technology to support our teams
when working in the retail environment

Cross-sale success between Tactical Solutions and our
Point of Sale business Is starting to see some traction, with
a number of projects having been commissioned across a
range of chents

Field Marketing 1s a growing marketing discipline and we
are well placed to continue to benefit from this growth

Consultancy Services

Our Consultancy Services businesses, Pragma and Incile,
represented 15 5% of Marketing Services revenue at

£7 3 millron (2011 - Enil)

Pragma 1s a leading consuitancy firm which specialises in retail
and consumer markets, since its acquisition 1n Septermnber
2011 the business has integrated well and made an excellent
contribution to the Group

Within Incite, our strategic market research business, acquired
in February 2012, our team of senior consultants work with
chents to help them make decisions and wtiate change
through dentifying and communicating market research
insights We are very pleased with the quality of the business
and have already identified good opporturuties to grow its
offering both in the UK and overseas

Both Pragma and Incite have potential for significant growth
and 1t 1s our intention to invest further in these businesses
moving forward

Mobile Markeling

We have made a minorty investment i Sponge, one of the
UK's leading mobile marketing agencies, allowing us to offer
these services as the desire for cross-media campaign
execution grows

Outlook
St lves’ future 1s 1n selling services which enable organisations
and brands to improve the effectiveness of therr marketing

We have successfully integrated the Marketing Services
acquisitions into the Group and we are very pleased with
how the businesses have performed to date

As a resuit of the major rationalisation across our Print
businesses, the requirement for capital expenditure I1s
substantially reduced versus historic levels Investment s

now predominantly focused on additional staff, expertise and
capability within the Marketing Services businesses in order {0
realise growth oppeortunities, extend our customer propositions
and develop the business for the long term

We do not expect the current extremely difficult trading
canditions to ease However, our market posittons are strong,
we continue to improve operational efficiencies, our financial
position is robust and we have recenily renewed our banking
facilities We are proposing an increased dvidend and remain
confident that further progress can be made

We believe that the actions we have taken durning the year have
sigrficantly improved the Group's prospects and positioned it
well for the future

Patrick Martell
Chief Executive

2 October 2012
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Key Performance Indicators

At the heart of current and future success of the business 1s evaluating the Key Performance Indicators, allowing us
to measure and manage each segment against expectations Each year targets are set and monitored 1o ensure we
continue o bulld on our success to date

Group’

Print’ Marketing Services’

»

Cantinuing operations before non-underlying items

integrating our capabilities

As an organisation covering many businesses, our future success will be built on continuing to deliver successful
solutions for our clients based on the integrated capabilities across the Group Here are some examples of our
chent work this year
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Engaging
customers
for Sainsbury’s

Sainsbury’s was founded 1n 1869 by John
James Sainsbury and his wife Mary Ann
Sainsbury in London and has grown to
become one of the UK's largest retailers

Challenge

Supermarket shopping,

as with all retai, 1s going
through difficult imes

The combination of shifting
demographics, the recession
and the impact of online
shopping has made the need
to engage customers in-store
even more important The
retallers who survive will be
those who use their stores
effectively, but also provide

a cross-media modet

for shoppers
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Solutton

St Ives works closely

with Sainsbury's to deliver
engaging in-store and point
of sale matenal, as well as
providing customer campaign
execution to ensure that the
long-term relationships with
customers are maintamned
This includes direct marketing
through mait and email For
example dunng the autumn
of 2011, a 'New Look & Feel’
was designed, produced

and installed inio four key
new development stores
around the UK

The changing nature of our
Group allows us to provide
increased capabihty to our
chents across the key
marketing disciplines

Result

By providing a much

clearer defimtion of product
categaries within each aisle,
using new materials, colours
and fonts, the existing look
was transformed The overall
impact on the store was

very different and very well
received The 'New Look &
Feel’ has been so successful
that it has now become
business as usual for all new
store developments since
June 2012

Cross-selling for St Ives
Execution

St lves Direct printed all
Sansbury's direct mall
campaigns from local
marketing to UK-wide
customer communications

Response One provided
data cleaning and
email execution

SP and Service Graphics
provided in-store point of
sale matenal across the
entire estale

For further information on our
Business model see page 9

Tactical Solutions
calted In 350 stores
every week for a variety
of brands, driving new
product launches and
assuring availabihity

Change Management

Forward Thinking
provided a wide
variety of consultancy
services including
compliance audiis,
competitor reviews
and store surveys

Connected Thinking
delivered technology
including datastore

13
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Building integrated capabilities:

Direct solutions
for HSBC

HSBC 1s a multinational banking and
financial services company headquartered
in London It 1s the world’s second-largest
banking and financial services group with
some 7,200 offices in 85 countnes and
terntories across Africa, Asia, Europe, North
America and South Amernica and around

89 milhon customers worldwide

Challenge

As a large multinational
organisation working

across a range of producis
and services in many
geographical areas, keeping
track and managing efficiency
In marketing campaigns 1s
very challenging HSBC knew
there were inefficiencies in
theirr commumications, whether
direct or in branch, but how to
drive these inefficiencies out
—and save monegy —was a
major concern
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Solution

St Ives started by
understanding the challenge,
it was essential to understand
existing processes to
implement changes Having
defined the current state,

St Ives worked with HSBC to
review and refine processes
across the full marketing
specirum The Connected
Thinking team implemented
our DNA Workilow & Tracking
modules, enabling HSBC

to directly enter print brief
details, request quotations
and place orders for direct
mail campagns, all onhne

The changing nature of our
Group allows us to provide
increased capability to our
chents across the key
marketing discipiines

Result

The direct result was money
saved, reduced end to end
campaign tmes, efficient
re-ordering management and
re-use of assets, increased
accuracy when monitoring
performance against KPls,
and better targeting and
consistency in media usage
across all HSBC brands,
including First Direct and
M&S Money

Cross selling for HSBC
Insight

Occam built a small database
to manage campaign
response tracking

Execution

St Ives Direct printed
and execuied direct
mail campaigns

Service Graphics provided
high profile ad hoc projects
including exhibition and
internal display projects

as well as arport branding

For further information an our
Businass model see page 9

SP provided in-branch
point-of-sale matenal

Change Management

Forward Thinking
delivered monthly
competitor reviews,
store surveys and
provided the transition
management from
HSBC's previous partner

Connected Thinking
used DNA for a number
of technology based
projects to ensure
consistent execution
and management of
campaigns and assets
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Building integrated capabilities:

Serving an
integrated
Punch

As the largest pub and bar operator in the United Kingdom,
with around 5,000 pubs nationwide, Punch Taverns aims
to become the UK's highest quality, most trusted and best
value leased pub company

Challenge

The Bntish pub 1s an institution
under threat The trading
environmeni for pubs and
bars has beceme increasingly
challenging over recent years,
because of changes in the
law, the recession and food
price inflation

Punch Taverns are looking to
buck these trends Plans are
In place to open more pubs,
whilst the running of existing
pubs will be more tailored o
customers’ needs A bespoke
marketing programme,
covering all pubs 1s needed
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Solution

Punch Taverns knew it
needed a more integrated
approach Stives s able

to offer a one stop solution,
utiising the expertise of a
number of its businesses

Far from just focusing on
print, the account, managed
by SP, encompasses the
development of bespoke
communications packages
for each pub, plus on-demand
design and print of locally
required malernials such as
menus {0 ensure consistency
of brand messages

The changing nature of our
Group allows us {0 provide
increased capability to our
clents across the key
marketing disciplines

Result

As a brand new plece of
business for St lves, we are
still working towards the

end results However, by
combining capabilities from
across the Group, we are very
confident that we can provide
an integrated solution that
will aflow Punch to develop
bespdke solutions, at pub
level, to engage and

relain customers

Cross selling for

Punch Taverns

This account 1S managed by
SP but, with such a complex
account, a number of other
additional St Ives businesses
have been engaged

Insight

Response One and Occam
will manage data campaigns
for the chent

For further information on our
Business model see page 8

Execution

In addition to SP,
Sponge will provide SMS
solutions 1n the future
there 1s also potential

to incorparate digital
signage in Punch's pubs

Change Management

Cannected Tninking,
which specialises

in online campaign
management, 1S
dewvising an auiomated
art working system
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Building integrated capabilities:

Attracting
new customers
for Bacardi

Bacardi s the

largest privately-heid,
family-owned spints
company In the world
Its brand portfolio
comprises more
than 200 brands

and labels, including
the eponymous
Bacardi rum
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Challenge

Persuading drinkers to
change brand or try
something new Is never
easy To cut through the
noise m the retail/leisure
environment, It 1S essential
to be eye-catching and
engaging, with the
adaptability to react

to current trends

The changing nature of cur
Group allows us to provide
increased capability to our
chents across the key
markebng disciplines

Solution

St Ives worked to create
innovative, ligh impact
material ranging from static
displays to digital pncing
and posters SP and Tactical
Solutions designed, built
and deployed pont of sale
material in store and

on premise

Result

Sales were Increased for
both on and off trade The
provision of staff to delver
and deploy this matenal
means it reaches the
customer quickly and end
to end implementation time
15 reduced

For further information on our
Business mode! see page 9

Cross selling for Bacardi
Execution

SP provided in store point
of sale matenal

St lves Digital Medra
provided electromic point
of sale and advertising
including shelf edge
pricing displays

Tactical Solutions ensured
that the project was
managed by one team,
removing additional
organisation from the
client This also created
logistical cost savings as
all items were fulfilled in
one place
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The changing nature of our
Group allows us to provide
increased capability to our
chents across the key
marketing disciplines

Building integrated capabilities:

Serving customers for
Carphone Warehouse

For further information on our
Business model see page 9

Carphone Warehouse 1s a UK based company, established in 1989 With
over 1,700 stores across Europe, Carphone Warehouse 1s Europe’s largest
independent mobile phone retailer.

Challenge

The world of mobile
technology 1s fast
moving, demanding
and consumer driven
Carphone Warehouse
realised that an effective
multi-channel strategy
was vital to its success
and commissioned Incite
to develop and align
therr strategy with a
consumer Pathways

to Purchase study

Solution

Incite carned out a multi-
stage qualitative and
quantitative research
programme, which identified
and sized the commercial
apportunity for the key
journeys that consumers
take This lhighlighted how
Carphone Warehouse
needed to engage with
and serve ther customers
across all key touchpcints

Result

In utiising this truly customer-
centric approach to mobile
technology, Carphone
Warehouse gained insight

into creating real relationships

with therr customers Whilst
the programme provided a
means to harmonise and
oplimise each customer
Journey, it also went deeper
to inform messaging and
In-situ tactical execution

What we provide
Strategy

Incite conducted large
quantitative usage and
atttude-type surveys
across various markets,
exploring its brand
architecture and
opportunities for growth
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The changing nature of our
Group allows us to provide
increased capability to our
clients across the key
marketing disciphnes

For further information on our
Business mode! see page 9

Building integrated capabitities:

Targeting strategy for
Battersea Dogs & Cats Home

Established in 1860, Battersea Dogs & Cats Home is the UK's oldest and most
famous home for dogs and cats It 1s situated In the Battersea area of London
and 1s financed by voluntary donations

Challenge Solution Result What we provide

Battersea Dogs & Cats Respense One envisaged The campaign exceeded all Insight, strategy

Home reunites lost a new customer acquisition largets with a 27% increase
and execution
dogs and cats with ther  programme, empowering N response against budget
owners, or gives them the charty to translate the and a 24% increase in income  Response One provide
shelter and the highest existing insight they had about  against target data Bna'vss- D'anrl"ng
services and e-mas
standards of veterinary therr loyal supporters into a “We are delighted with
care untl new homes targeting strategy. lo find the " campaign execution
the results”, says Maddy
can be found The maost long-term, valuable Eastwood, Direct Marketing
charity reles heavily supporters for the charity .

Manager Fundraisin
on the continued 9 S

generosity of long-term,
loyal supporters
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The changing nature of our
Group allows us to provide
increased capability to our
clients across the key
marketing disciphnes

Building integrated capabilities:

Business development
for Jessops

Founded in 1935, Jessops is the United Kingdom's largest specialist
photographic retailer, with over 200 shops across the country

Challenge

Pragma carried out a
business plan review
and a brand development
strategy for Jessops A
review of all the options
for the business had to
be executed rapidly
due to the challenging
market conditions that
Jessops faced

Solution

Pragma’s review identified a
game-changing proposition
that could be implemented
without further lending or
shareholder investment
Crucial recommendations
were made regarding
Jessops' future trading
position to secure the
successful fulure of

the company

For further information on our
Business model sea page 9

Result

Jessops saw an EBITDA
increase of 30%, to £56 7m,
due to strong cost control
and margin improvement
Total sales rose to £236 8m
and hke-for-like sales
increased by 1 3%

What we provide
Strategy

Pragma Consulting
provided a strategic
overview based on
market insight and
consumer understanding
that helped grow a well
loved tugh street brand
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The changing nature of our
Group allows us to provide
increased capability to our
clients across the key
marketing disciplines

Publishing Services:

Keeping it under wraps!

Clays were deiighted to win the order from Little, Brown, to produce and
distribute JK Rowling's new novel, ‘'The Casual Vacancy’

Challenge

Due io the intense interest
surrounding this title,
security was extremely
high It was essential that
no part of this book was
leaked before it was
released on Bam on

27 September

Solution

Clays not only printed the
book but also managed the
despatch of The Casual

Vacancy to retall destinations

throughout the UK and

worldwide, all within the very

stringent pre-publication
secunty requirements

Result

Heavy supermarket promotion

was always going to be a
major element of the book
launch and Clays were asked

to supply Tesco UK stores with

ready-packed promoticnal
pallet bins which were
carefully prepared at Clays’
on-site distnibution centre

For further informaticn on our
Business mode! see page 5

The bins were erected
and filled with books
before being securely
wrapped and despatched
direct to Tesco's
distribution centres for
onward delivery to stores
in time for the launch date
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Corporate and Social Responsibility

53%

Reduction in energy
consumption
2011 3%

33%

Reduction intotal water
consumption
2011 5%

£43,339

In chantable donations
2011 £16,031

“St Ives is committed to
operating in a socially
responsible and
ethical manner.”

Richard Stillwell
Chairman

A focused approach
The board recognises that, In managing the Group’s activities,
It has responsibilities to a broad range of stakeholders

in this report we outling how we seek to meet these responsibilities
and measure the Group's performance, now and in the future

1
Customers
and
suppliers
6
Health 2
and Employees
Safety
CSRfocus
]
3 '
5 Charntable and
Environment political ;
donations
4
Shareholder

relations
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1 Customers and supplers

We aimtg utiise our production facilities
the skil's of ouremployees and supphers to
benefitour custamers Inour dealings with
customers, we adhere toan Ethical Trading
Policy The Group's approachforretaining
customersis to deliver consistencyand
reliabiity of service and quality no
customeristiedin taan agreementthat
cannctbe terminated nthe eventof
under-performance

Itisthe Group's practice to agree payment
termswith allsuppliers, whichwillbe
adhered to, provided that they perform
inaccordancewiththe agreedterms

What we are doing

Allsubsidianes reporten how they manage
their relationshtps withkey customers Theur
managing directars have signeduptothe
Group's Ant-corruption and Bnbery Policy
which, togetherwith the Ethical Trading
Policy,1s publicisedtoallemployees

The Group deals with its customers and
suppliers cnan arm’s fength, commercial
basis Itisadiscipiinary offence for
anyemployeetobreachthe Group's
Anti-corruption and Bnbery Policyin therr
dealings with customers and supphers
Payment terms grantedto customers are
negohated according tathe amount at
niskandthefinancial strength of the
customerconcerned

How we are performing

The average creditor days outstanding
at27 July 2012 forthe Group and the
Companywere 66and 56 days,
respectively (2011 -83and 56 days)

The Company Secretary maintainsa
BnberyRisk Register and the board reviews
this annualty, togetherwith a report from the
Head of Internal Audit and the Company
Secreiaryonhowthe Group's Anti-
corruptionandBribery Policy has been
appheddunngtheyear

Occam's employeeswere invited to nominate charities of their choice to benefit from
therrfund raising actmities in 2011 The most popular nominations were then putiothe
voteand, by an over-whelming majonty, the Children s Hospice SouthWestwas
selected, havinga Hospice relatively localto Occam's siteand whichstruck a

particularchordwiththem

Acharntycommittee wasformed and it soon selits aims forthe campaign todonate at
least£10 000 to the Hospice and {o engage asmany people as possible infund
raising, by being as creative as possible to maximise interestin the praject Launching
asmany funevents as it could - fargeand small- the committee ensured that the
campalgn was constantly in everyone's minds and that a steady supply of donations
was made, resulbng inthe presentation, n December 2011, of afinal chequetothe
Hospicetotake the total donated o £13,590

2 Emptloyees

The Groupisan Equal Opportunities
Employer and nojob applicantoremployee
receves less favourable treatmenton the
grounds of age, sex, manital status, race,
colour, religion or belief Individualswith
disabilities, whetherregistered disabledor
not, receive fulland fair consideration for
alljpbvacancies towhich they are suted
Employees whosubsequentlybecome
disabled will beretained inemployment
wherever possible and will be given helpwith
necessaryrehabiitation and retratning and
procedures oregquipmentsuitably modified
tomake full useofanindivtdual's ability

What we are doing

The Group seekstopayits employees
competitive remuneration packagesand
incentves We operate a Dignity atWork
Policy to ensurethatthe Companyandits
subsidianes provide a working environment
freefromharassmentand bullyingand in
which employees do notbehaveina
mannerwhich may be offensive to others

Ouremployees are regularly consulted
by localmanagers and are keptinformed
of matters affecting them and the overall
developmentofthe Group Thisis
supplemented by regularemail and other
communications to staff from the board on
howthe Groupis performing, plans forthe
future and howindmiduals can contnbute
toachievingthe Group saims

Details of the Group's pension schemes are
setouton page 33andinnote 25tothe
financial statements

How we are performing

We measure voluntary employee turnover,
sickness absence and absence fromwork
duetoaccidents Each subsidiaryapplies
appraisal systems relevantto theirrbusiness
andidentifies trainingneeds, astheyanse

3 Chantable and
pohitical donations

As Inprioryears, the Group has made
donations toregestered charies Generally,
the Group supports smallerchanties where
evenamodestdonation canmake a btg
difference Donations canbefinancial ar
the provision of ime and material to provide
addedvalue services forchanties

What we are doing

The Group supports charihesin fourways
Thefirstway s to setandthendonate
anannual budgettocharties serving
communities inwhich the Group operates
ortowhich employees or customers have
aparticular affinity, the secondis by
matching contributions made by the
Chaiman from foregoing a proportion

of hisfees toregisteredchantres thathe
nominajes, andthethrdstoadopta
particular chanitable projecteachyear This
yearthechanty adoptedwas ‘Face Bntain',
developed by the Prince’s Trust Finally,
individual subsidianes supportinitiatives
ofthe kind undertaken by Occam for
Children's Hospice South West

How we are perfarming

The Group made chantable donations of
£43,339dunng the year (2011 -£16 031)to
awide spectrum of chanties, including ACE
Centre Advisory Trust, whichoffers help
and supportto indmiduals with complex
physicaland communication difiiculties,
andtherrcarers, and contnbutionstoa
numberoflocalHospices

The Group has nevermade donations toany
political party andthe board has nointention
to seek shareholders’ approvalto permitthe
boardte make political donatons
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Corporate and Social Responsibility continued

4 Shareholder relations

Theboard attaches considerable
importance to maintaining good
relationshipswithshareholders Effective
two-way communicationwith nstitutional
shareholders and analysts s established
through regular presentationsinvolving
the Chief Executive and the Chief Financial
Officer Major shareholders are given

the opportunity to meetwith semor
non-executive directars

What we are domng

The board recelves an Investor relations
reportateachof s regular meetings The
Chief Executive and the Chief Financial
Officer conduct bl-annual analysts’
bnefings and, where appropriate, meet
with the Company s major shareholders
to furtherexplain the Group's Investment
proposiion The Group's website
including its Investor Relations area,

has beenupdated dunng the year

How we are performing

The Company's top 20 shareholders hold
approximately 68% ofthe Company’s
Issuedsharecapital Yearonyear,we
have seenlittle change inthe make-up of
ourmayjorshareholders Thoseintheiop
20which have an obligation tonotify the
Company of therr voting interests are
shownonpage 38

The Annual General Meeting 1s regarded
as anopportunity to communicate directly
with shareholders and the chairmen ofthe
Audit, Nominations and Remuneration
Commuittees will each be available atthe
meeting to answer shareholders’ questions

5 Environment

Stivestscommitied to continuousty
improving its environmental performance
andranks Its responsibilihes withregardio
environmental protection equally with its
other key business objectives The board
1s responsible forsetting the Group's
Emvironmental Policy

What we are doing

We continually monitor and attemptto
reducethe Group's overall energy
consumplion, emissions fromenergy, wasie
sent tolandfil and water consumption, and
the board receives monthly reports
onenvionmental iniatives and any

ISSUes ansing

Businessesinour Print segmentapplyan
1SO14001 2004 —certified environmental
management systemto manage their
perfermance againstthe Group s KPison
the basis of theirconsumption persquare
metre of substrate used

The Group's new headquarters and the
Marketing Services businesses are office
environments and theiractivities have
minimal effecton the environment
Nevertheless we apply good house-
keeping practicessuch as segregating
wasteforrecyclng andusing imers and
lowvoltage hghtng where pract:icable

How we are performing

The Group's overallperformance, yearon
year shows significantreductions Inenergy
andwater consumption, primanly dueto
site closures and the disposal of the
Magazine businessin April last year

The Pnntsegment also made pleasing year
on yearimprovements againstiis KPIs, due
inthe manto improved efficiencies nits
print production processes Itscustomers
have the final decision onwhich substrate
theywish therwork to be pnnted and
indeed, many ofthe larger book publishers
preferto supplytheirown paper foruse in
producing therrwork

The Group soverall performance andthe
Printsegment’s performance dunng 2012
andthe previous two years aresetoutin

the charts opposite Fulldetalls aresetoutin
the Group's Environmental Performance
Reportwiichwill be made available on

the Group's website (www st-ives co uk)}
from 26 October2012

6 Health and Safety

The board regards the health and safety
ofthe Group’s employees while they are
atworkas a pre-eminentduty

What we are doing

The board ensures that responsibilities for
health and safety are properly assigned,
accepted and fulfilled withinthe
arganisation Theboard's Healthand Safety
Statement, which sets outits approachto
healthand safety, 1s publicssed atall of the
Group's sites Eachbusinesshasinplace
its own Health and Safety Policy which has
been adaptedto the specificnature of

its operations

The firstitern on the parent board's meeting
agendaistoreceveareporton

« the crrcumstances of any accidents
resulting i three days' or more absence
and management action taken as
a resull,

+ monthly and cumulative statistics on
the total number of working days lost
from all accidents ‘RIDDORS' and
‘near miss’ (ncigents,

= the cumulative incident rate, by
business, of three days’ or more
absence events, and

= Group initiatives for improving
heatth and safety performance

How we are performing

The total number of accidents atthe Group's
sifes forthe yearended 27 July 2012 which
resulted inat leastthree days absence
eachwas 14 (2011 - 17)and the number of
days'worklost from all accidents atwork
was 176 days (2011-230) Thesedata
relate tothe Company’s subsidianes at

27 July 2012 Thenumber of nearmiss’
events recordedwas 2,167 (2011 -1,704)

Acopyofthe Group's Healthand Safety
Policy and perfarmance data for 2012/2013
will be made avatlable onthe Group's
website (www st-ives ¢o uk) from

26 October 2012
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The ‘Face Britamn' projectwas developed by the Prince’s Trust Foundation for Children &
The Arts and was officially awarded the Guinness World Records™ title for ‘Mostartists
working onthe same artinstallation’

Qver 200,000 chitdren and young people created self-portraits which were then
combinedtoform animage of HM The Queenthatwas projected on to Buckingham
Palaceforthree nights in Aprii2012 to coincide with HerMajesty’sbirthdate St lves
was proudto suppertthe project’s developmentby donating its technical expertise,
hands-on support—with the mass mail-out factlity o every school in the UK - and the
pnnt production of awide and complex range of resource and display materials

As a resultof support from St lves and other contributors, ‘Face Britain’ raised a lot of

mcney, raised the profile of the charity and got many youngsters interested in artfor
thefirstttme

Group Environmental Key Performance Indicators

Print Environmental Key Performance Indicators

Richard Stillwell
Chairman

2 October 2012
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Financial Review

Overview of revenue

Underlying revenue for the Group from continuing operations
increased by £30 6 million (10 3%) to £327 4 milion Revenue
of £25 2 milion 1s included for Response One, Pragma and
Incite, all acquired during the year

Revenue from the Pnint segment decreased by £2 4 milion

(0 9%) Revenue decreased by 2 7% in the Books business
but market share increased Exhibitions and Events revenue
increased by 9 6% and was helped by a late surge in
Olympics retated work towards the end of the year Revenue
for the Point of Sale business increased by £2 5 million (2 9%)
but Direct Response revenue declined by 7 3%, due to
planned reductions in capacity and our exit from

unprofitable markets

Revenue for the Marketing Services segment increased
significantly due to the acquisitions of Response One,
Pragma and Incite during the year

From a geographical point of view, 96 6% (2011 — 95 8%) of
our Print and Marketing Services’ revenue Is generated within
the UK

Gross profit margin and underlymg profitabihty
Underlying gross profit margin has increased from 26 8% to
27 4% Despite the revenue decline within the Print segment,
gross margins in the segment were broadly mantamed due to
imnproved work mix, lower levels of outsourced work, improved
production efficiencies, successful procurement intiatives
and the labour cost reductions resulting from restructuring
actvities Gross marging within the Marketing Services
segment are significantly higher than those within the Prnint
segment and therefore the growth of this segment has led

to the overall improvement in margin at Group level

Underlying selling and adminustrative overheads increased by
£71 millien driven by new acguisitions and investment within
the Marketing Services businesses of £8 5 million, partially
offset by restructuring refated overhead reductions within

the Print segment

“Underlying revenue has
increased by £30.6 million and
underlying profit before tax by
£3.3 million. The total dividend
has increased by 9.5% to
5.75 pence per share.”

Matt Armitage
Chief Financial Officer

As a result of these management actions, underlying profit
before 1axation for the Group from continuing operations
increased from £20 9 milhon to £24 2 million (7 0% to 7 4%
of revenue)

Non-underlying items

The Group has undergone further restructuring during the
year in order to miigate the effects of the economic downturn,
remove excess capacity, exit unprofitable markets and
improve operating perfarmance

The £9 3 milion net charge before tax (2011 - £4 0 million)
relates to redundancy, assel impawrment and other
restructuring related costs (net of associaled asset disposals)
within our Direct Response, Point of Sale, Exhibition and
Events and Data Marketing businesses of £5 9 million,
acquisition related transaction costs of £1 4 million, and the
amortisation of acquired intangibles of £3 7 million, parhally
offset by a reduction in estimated acquisition related deferred
consideration of £1 7 mallion

Balance sheet

The Consolidated Balance Sheet has strengthened with net
assets increasing to £146 8 million {2011 — £136 6 milhon)

The movement reflects the profit after taxation of £13 3 milhon,
dvidends of £5 8 million, actuanal losses on the defined
benefits pension scheme {net of deferred tax) of £9 2 million,
and the impact of the 1ssue of shares of £11 9 milion

Net debt

Net debt increased during the year from a cash balance

of £16 3 million to a net debt position of £13 4 millon The
increase in debt was entirely growth-dniven partly due 1o the
acquisitions of Response One, Pragma and Incite and parily
due to the working capital requirements associated with a
number of large contract wins and renewals

In May 2012, the Group concluded a new £565 0 million
committed revolving multicurrency credit agreement
which expires on 31 October 2015
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Capital expenditure and depreciation

Capital expenditure in cash flow terms on property, plant
and eguipment, together with additions to intangible assets,
other than in the context of acqursitions, was £7 0 million
(2011 - £8 9 millon) and cash receipts from asset disposals
were £4 9 million (2011 - £9 3 million) Depreciation,
amortisation and iImparrments charged in the year were

£13 2 milkion {2011 — £35 0 million which included a

£13 5 million imparrment charge In respect of the

disposed Magazine printing business)

The Group's businesses are very well invesied and they

are therefore able to operate at reduced levels of capital
expenditure versus historic levels without any deterioration
in competitive advantage The Group will, however, continue
to mvest In those businesses that present opportunities

for growth

Acquisitions

On 14 September 2011, the Group acquired Response One
Holdings Limited, one of the UK's leading data marketing
companies The total consideration payable for the business,
net of cash acquired, was £18 4 million

On 20 September 2011, the Group acquired Pragma Holdings
Limited, a leading specialist retal and consumer strategy
consultancy The total consideration payable for the husiness,
net of cash acquired, was £4 5 million

On 28 February 2012, the Group acquired Incite Marketing
Planming Limited, an industry leading consumer research
consultancy The fotal consideration payable for the busingss,
net of cash acquired, was £14 2 million

During the year the Group also invested, on a minonty basis, in
Easypress Group Limited (formerly EvolvedGroup), a provider
of eBook conversion software, and Sponge Limited, a provider
of mobile marketing solutions

Tax
The Group's tax rate on underlying profit before tax was 26 1%
(2011 - 276%)

The non-underlying tax credit of £4 7 million (2011 —£2 7 million)
relates to the non-underlying items and the revaluation of
deferred tax llabilities following the substantial enactment of

the reduction in the corporation tax rate from 25% to 23%

Dividends

The board I1s recommending a final dvidend of 4 00p, bringing
the tolal dividend for the year to 5 75p, resutting in an undertying
awidend cover of 2 6 times

The Group remamns cash-generative with a modest level of
debt at the end of the financial year Distributable retained
earnings in the Consolidated Balance Sheet at 27 July 2012
were £74 0 millon (2011 - £76 4 mllion)

Pensions

The deficit (on an 1AS 19 basis) in the Defined Benefits pension
scheme at the end of the year, excluding the related deferred
tax asset, was £20 0 million {2011 - £12 3 million) The increase
of the deficit 1s due, primarily, to a reduction in corporate bond
yields, which in turn reduced the applied discount rate, from

5 5% 1o 4 5%, partially offset by a reduction in the assumed
rate of inflation

The charge to underlying operating profit for this scheme was
£0 2 milion (2011 - £0 2 milion) which represents the costs of
Its administration The Consolidated Income Statement also
includes a net financing credit of £1 1 mithon (2011 -£0 6
million) which reflects the expected return on assets of the
scheme based on market rates avallable at the start of the
financial year, less the effect of the fact that the benefits are
one year closer to being pad

The Group contributes £2 2 million per annum in arder to meet
its obligations regarding the current level of deficit within the
scheme The next tnennial valuation for the scheme 1s
scheduled for Aprl 2013

Matt Armitage
Chief Financial Officer

2 Qctober 2012
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Board of Directors

A board combining awide range
of relevant experience

Executive Directors

Matt Armitage

Chief Financial Officer &
Group Managing Director
— Marketing Services

Matt Armitage, ACMA?

{43), joined the board on

3 September 2007, having
previously worked for
Tequila London Ltd - a
below-the-line marketing
services business owned
by Omnicom Inc - far 5 years
as thewr Finance Director
Matt has headed up

the Group’s Marketing
Services businesses since
March 2012 Prior to Jjosning
the Company, Matt had
held various financial
management posittons

with companies operating
in the telecommunications,
technology and fast-moving
consumer goeds ingustries,
including 10 years with
Unilever plc

1 Member of the Audit Committee

Patrick Martell
Chief Executive

Patrick Martell® (48} joined
the board on 2 August 2003
Patrick started with the
Group 1n 1980, was appointed
a director of Clays in 1994
and became its Managing
Director in 2000 Since 2003
Patnck has held the positions
of Managing Directer — Media
Products, then Managing
Dhrector — UK Operations

and was appointed Chief
Executive in Apnl 2009

2 Member of the Remuneration Commitiee
3 Member of the Mominatiers Committes

Lioyd Wigglesworth
Group Managing Director
- Print & Publishing Services

Lloyd Wigglesworth? (53)
joined the board on

1 December 2008, initially

as a non-executive director,
taking an executive
appointment the following
year, and 1s now responsible
far the Group’s Print &
Publishing Services
businesses Lioyd has
previously 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 In addition he has
served an the boards of a
number of retailing, marketing
and property companies after
starting his career at Mars Inc
Lloyd 1s an advisory partner (o
NewMarket Partners, a
business consultancy

Non-Executive Directors

Mike Butterworth
Independent Non-Executive
Director

Mike Butterworth, ACA!23
{51) Jjoined the hoard on

1 August 2010 Mike has
served as Group Finance
Director of Cookson Group
plc for the past 7 years, a
FTSE250 company supplying
products, processes and
services to the ceramics,
electronics and precious
metals industries Previously,
Mke was Group Finance
Director of Incepta Group
plc for 5 years, an
internationa! marketing and
communications group,
prior to which he spent

5 years as Group Financial
Controller at BBA Group plc,
the international aviation and
matenals technology group
Mike charrs meetings of the
Audit Committee
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Simon Marquis
Senior Independent
Non-Executive Director

Simon Marguis'?3 (59) joined
the board on 1 January 2004
Simoen has over 30 years'
experience In the media and
marketing Industries, being
Chairman of media agency
ZenthOptimedia UK untt
2006, and currently Chairman
of C Squared Holdings Ltd
and Nabtionat Readership
Surveys Ltd Simon will be
stepping down from the
board at the conclusion

of the 2012 AGM

Helen Stevenson
Independent Non-Executive
Director

Helen Stevenson'23 (51)
Joined the board on 1 May
2012 Helen was Chief
Marketing Officer UK at Yell
Group pic from 2006 to 2012
and, prior to this, served as
Lloyds TSB Group Marketing
Directer Helen started her
career with Mars Inc where
she spent 19 years,
culminating in her role as
European Marketing Director,
leading category strategy
development across Europe
Helen has additionally served
as a non-executive director
on the main board of the
Department of Work and
Pensions Helen sits on the
Henley Busingss School
Strategic Advisory Board and
15 a non-executive drrector of
Nawitas |P, a boutique private
equity partnership

Richard Stillwell
Chairman

Richard Stillwell® {63) joined
the board on 1 September
2006 and was appointed
Chairman of the Company
on 26 Apnl 2011 Richard

1s a qualified barrister
{non-practising) and holds
non-executive directarships
with Fiberweb plc, Scott
Bader Company Ltd
{chairman) and TBI Ltd Until
2000 Richard was exgcutive
vice president of ICI plc,
where he had held various
posts for 26 years Richard
chairs meetings of the
Nominations Commitiee

Tony Stuart
Independent Non-Executive
Director

Tony Stuart, ACA'23 (60)
Joined the board on

31 January 2011 Tony s 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, Tony was a corporate
finance adviser to many
leading companies in the
UK and overseas Now a
consultant at Rothschild,
Tony also serves as a director
of Carnwall Development
Company and I1s an
independent Governor at
University College, Falmouth
Tony chairs meetings of the
Remuneration Comrruttee
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Corporate Governance

“St lves is committed to the
continuous improvement in
its corporate governance
practices.”

Richard Stillwell
Charrman

Responsible
management

Comphance statement

The Company 1s required to comply with the UK Corporate
Governance Code (June 2012) {'the Code'), to the extent that
it applies to ‘small-cap' companies, or explain the reasons for
neon-compliance The Code 1s the corporate governance code
to which the Company is subject and a copy can be found on
the FRC's website (www frc org uk)

In the opinion of the board throughout the year ended 27 July
2012 the Company has been in complance with the Code

The following section, tegether with the Directors’
Remuneration Report on pages 40 to 49, describes how
the board has applied the Main and Suppoerting Principles
contained n the Code and, where appropriate, it has
adopted elements of corporate governance good practice

Board of directors

The board meets at regular intervals and ts responsible to
the shareholders for overall Group strategy, acquisitions and
divestments, major capital 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
drrectors’ attendance at pre-arranged meetings of the board
15 set out on page 35

It1s the apmnion 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 relationship which could matenally interfere with the
exercise of his or her 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 their roles and responsibilities, which are
appropriately documented The non-executive directors met
during the year, with no Group executive being present Simon
Marquis fulfiled the role of senior iIndependent non-executive
director throughout the year
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During the year, the board carried out a review of matters
reserved to it for decision The executive directors meet
regularly with the managing directors of the businesses within
the Group's business segments to discuss magor customers,
sales growth (Including cross-selling opportunities), people
1Issues and Group-wide procurement mnitiatives

Evaluations of the effectiveness of the board, its Audit and
Remuneration Committees and individual directors, were
carried out in 2011/2012 The effectiveness of the Nomunations
Committee will be reviewed in November 2012, 12 months
after its inaugural meeting

The Audit and Remuneration Commuittees evaluated their
effectiveness by each member completing an extensive
questionnarre which addressed the areas of behaviour and
process The annual review of the effectiveness of the board
was led by the Chairman, who interviewed directors
indwidually The senior independent non-executive director
then interviewed the Chairman The key points ansing from
the review were then debated by the full board

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

All directors have full and timely access 1o all relevant
information needed to enable them properly to discharge
their responsibiliies A procedure exists for directors to seek
Independent professional adwice in the furtherance of therr
duties and to be rembursed therr reasonable legal fees and
each has access to 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 issues affecting therr
businesses and future challenges and how they propose

to address them

On appeiniment, each director receives an induction
appropriate to therr previous expenence as a director
and their knowledge of the industry

The Company's articles of association require all directors to
retire and offer themselves for re-appointment by shareholders
at least once every three years and that any directer appotnted
since the most recent Annual General Meeting {AGM’) shall
retire at the next following AGM  Although not required under
the Code, all of the directors have, however, voluntarily agreed
to retire at the 2012 AGM and, where appropriate, seek
re-election

The board confirms, following a performance review, that all
of the directors standing for re-election continue to perform
effectively and demonstrate commitment to therr roles

Board of directors

Audit Remuneration Nominations
Committee Commuttee Committee

Al least three independent
non-executive direclors Current board of directors
served on each of the o be re-elected at the
Audit, Nominations and 2012 AGM
Remuneration Committees
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Corporate Governance continued

Board Committees

Audit, Nominations and Remuneration Committees of the board
existed throughoutthe year, eachwith writtenterms of reference
Copies oftheterms of reference forthese commuttees can be
obtained from the Company Secretary and may be viewed cnthe
Group's corporatewebsite fwww st-ives ¢o uk)

The Company Secretary acts as secretary tothese comrnitiees and
ensures that committee members receive agendas and papersin
advance of eachmeeting sothatiheyare adequately prepared to
transactthe businessinhand

The membership of each committee throughout the yearand their
attendance at pre-arranged meetings are setoutonpage 35 In
the opinignof the board these committees each met sufficiently
frequently to properly discharge ther responsitbilines set cutin
therr respeciive terms of reference

Audit Committee

The Audit Committee carnies out the functions required by DTR71 3R
ofthe UKLA Disclosure and Transparency Rules The boardis ofthe
opinion that throughout the yearthe Audit Committee had sufficient
relevani financial expenence and that its membershipwas madeup
of independentnon-executive directors

During the year, the Audt Committee discharged its funclions by

» receving a report at the half year end from Deloitte on agreed
procedures they had undertaken 1o review certain subsidianes’
balance sheets and income statements and controfs,

= reviewing the Group's Interim Management Statements and
Half Year Report pnar to release,

+* agreeing an intemal audit plan and considenng reperts from
the Group's Head of Interal Audit on work camed out during
2011/2012,

* reviewing annual internal controls questionnares completed
by the Group's operating sites and the controls over key
business nsks

+» agreeing the nature and scope of the external annual audit
for the financial year 201172012,

+ reviewing and safeguardi:ng the independence of Delonte
and reviewing its performance,

+ recommending Deloitte’s heappomtment as auditors,

» approving Delaitte's fees for audit and non-audrt services
within the policy set by the Committee,

» reviewing the Group’s ‘wﬁstle»blowmg policy, and

* reviewing the findings of tlwe extemnal audit for the financial year
201112

The Chief Financial Officer and Group Managing Director—-Marketing
Services, the Chief Executive and the Head of Internal Audit were also
invited to attend the meetings to ensure that Committee members
were fully nformed and supported incarrying ouitheirduties

The members ofthe Audit Committee have been gven specific
approvat by the board to meetwith the Group's external auditors
wheneverthey, orthe auditors, consider tappropriate Dunng the
year, the Committee's members had private mestings with
representatives of Deloitie and with the Head of Internal Audit

Nominations Committee

The main role ofthe Nominations Committee s tolead the process
for board appointments and make recommendations to the board

Duning the year the Committee’s pnnctpal task was to identify and
recommend the appointment of anindependent non-executive
directortofillavacancy whichwill anse when Simon Marquis retires
fram the board laterthis year Asummary of requirements for the
cand:date was agreed bythe Committeewhichthenengaged the
services of JCA Partners LLP, an executive searchconsultant, to
assistinthe process JCAproduced ashortistof potentiat
candidates forthe Committee members to interview The process
resulted inthe appointment of Helen Stevenson to the board on
1May2012

The Committee discharged itsotherduties by

= deciding on which directors should retire atf the forthcoming
Annual General Mesting

+ considering and approving potential conflicts in directors’
interests,

» considering whether the non-executive directors were sufficiently
independent for corperate govemnance purpases and

- approving the division of respons:bilities between the Chairman
and the Chief Executive

Remuneration Committee

Therole af the Remuneration Committee 1s to setthe broad policy for
remunerating the executive directors and certain members of the
executive andrecommend remuneration strategieswhich support
the creation of value for shareholders and supportthe delivery of the
Group's strategic pricrities

During the yearthe Committee

» approved the payment of bonuses to certan directors for
2010/2011,

+ approved the Directors’ Remuneration Report for 2010/2011,

» approved the structure of the directors’ bonus scheme for
2014/2012

« approved the grant of awards under the Company’s Long-Term
Incentive Plan 2010 ta certain executives and the performance
condiions attached 1o ther vesting

+ approved the execulive directors’ salanes for 2012/2013, and

- reaffirmed the Company's policy that directors serice
contracts should make no specific provision for the payment
of compensation In the event of termination
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Other board 1ssues

The Company has made qualifying third party provisions for
the benefit of its directors (as defined by Section 234 of the
Companies Act 2006) which continue in force at the date of
this report The Company has entered into deeds of indemnity
in favour of each of its directors {on identical terms) who
served dunng the year, under which the Company has granted
directors an indemnity, lo the extent permitted by law, In
respect of labilities incurred by virtue of therr office

in accordance with the provisions of the Companies Act 2006,
the Company has procedures in place to deal with the
situation where a director has a conflict of interest and
regularly reviews conflict authonsation 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 1s to be discussed

Helen Stevenson was appointed to the Audit and Remuneration
Commitiees on 26 July 2012

Detals of directors’ attendance at board and committee
meetings based on therr maxamum possible attendance
duning the year are as follows

Audt Nominations Remunerabion

Board Commitee Commitee Commitee
Matt Armitage 9/9 - 212 -
Mike Butterworth
{Chawman,
Audit Commities) 9/9 3713 212 313
Simon Marquis
(Senior non-executive
director) 9/9 33 212 313
Patrick Martell /9 - 212 -
Richard Stillwell
{Chairman,
Nominations Commitiee) 9/9 - 212 -
Helen Stevenson 4/4 - - 1
Tony Stuart
{Chairman
Remuneration Commuties) 9/9 3/3 212 3/3
Lloyd Wigglesworth 9/9 - 2/2 -

This 1atdle only shows detalls of attendance at mestings in the pre-arranged
annual meeting calendar Other ad-hoc meetings including a meeting of
the full board 1o discuss strategic ssues and board succession, were held
dunng the year
Throughout the year at least three independent non-executive
directors served on each of the Audit, Nominations and
Remuneration Commitlees

Internal contro! and risk management

The board 15 responsible for the Group's system of internal
control, ncluding financial, operational and comphance
controls and nsk management, and for reviewing its
effectiveness A workable and realistic system can only be
designed to manage and mitigate, rather than eliminate, the
nsk of falure to achieve business objectives and, therefore,
can only provide a reasonable and not absolute assurance
against matenal misstatement or loss

The directors consider themselves collectively responsible
for ensuring that risks arsing from social, environmental

and ethweal 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
legislative and regulatory regimes which may present a
significant risk to the business

The Group recognises that taking and managing nsks 1s
inherenin any business and in delivering its strategy On
pages 36 and 37 we set out the principal strategic, market,
operational, financial, market and legislative, regulatory,
contraciual and reputational risks, their possible impact
on the business, and what mitigating actions the board
has implemented

The board at least once a year reviews, both from a top-down
and bottom-up perspective, the impact that these principal
rsks might have on the business

The process by which the board exercises control 1s by
holding {(a) regular meetings with senior management drawn
from each of the Print and Marketing Services segments and
(b) monthly managemant meetings of each operation within
these segmenis These meetings are chared by Lloyd
Wigglesworth, the Group Managing Director — Print &
Publishing Services, and by Matt Armitage, the Chief Financial
Officer and Group Managing Director ~ Marketing Services,
respectively Risk s reported on and monifored at the monthly
management meetings and any new areas of significant risk to
the businesses are then raised at the next meeting of the
parent board If considered appropriate

Dunng the year the Group's internal audit function performed
work on the Group's internal controls, reviewing the control
enviranment and the testing of those controls Controls testing
of procurement, accounts payable, payroll, stock and credit
control cycles took place at selected sites

Annual internal control questionnaires are completed by all the
Group’s businesses and reviewed by the Company Secretary
and Head of Internal Audit Any Inconsistencies with the
Group’s established corporate governance regimes which

are identified are disclosed to the Audit Committee

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

Richard Stillwell
Chairman
2 Qctober 2012
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Principal Risks and Uncertainties

Delivering our integrated
business model through effective
risk management

“The Group recognises that
taking and managing risks is
inherent in any business and in
delivering its strategy. Here we
set out the process by which
these risks are managed.”

Patrick Martell
Chief Executive

Group risks

Risk

Inability o successiully integrate
the newlyacquired Marketing
Services businesses

Acquisiions not fithingintothe
Group's strategic direction

Market risks

Risk

Amarketdechne inrevenue from
Books and reduced runlengths,
duetothe emergence ofeBooks

Pooreconomic congitions nhibit
growthand create uncertainty

Competitive pressure results in
the lossof akeycustomer

Introduction

The Group maintains a bugh level register of nsks that 1s
reviewed by the board twice-yearly The following table
summarises these nsks, which fall in to the following
categories — strategic, market, operational, financial,
legislative, regulatory, contractual and reputational risk —
the possible impact that each may have on the business
and examples of mitigating actions

The Print busingsses and Occam each has in place its own,
business-specific, nsk register which 1s kept under regular
review by its management team Each year the managing
director of each of these businesses confirms to the parent
board that he/she has formally reviewed their business's risk
register Any risk at local level that may have an effect on the
Group 1s escalated to the board Business-specific risk
registers for Response One, Pragma and Incite are being
formulated, but the board has considered the prnincipal ngks
anising from these businesses and has included these in the
high level nisk register as appropriate

Mitigation

Regutardiscussion of strategy at board meetings and meetings of representatives from the Marketing Services
businessesto developthe Group's proposition and cross-selling opportunities

Annualboard strategic reviews to maniter progress against the business modelto, as necessary, refresh
andadapt the Group's acquisition strategy for helping deliver the business modei

Mitigation

Extendthe range of pre- and post-production added value services ncluding minmising customers' nsk
ansing fromholding stock increase market shareand mvestin digital book production to mitrgate the impact
onmargin from producing more numerous, shorter, book production runs

Move away fromthe commoditised pnnt market and investin awider range of services to enable customers to
improve therrrelumonspend Rationahise production sites and reduce overhead Secure long-term customer
relabonships Increase market share by largeting potential customers from Retail, Financial Services,
Publishing, FMCG, Leisure and Travel, Automotive Chantyand the Public Sectors Regularty review
performance against budget and take remediataction, where needed

Achieve orexceed serice lgvel agreementswithcustomers Broaden our capabilities, providing marketing
solutions in supportofourcustomers’ marketing strategies Avoid over reiance onany single customer Implement
bespoke propoesiions forsecunng the reneval of majoraccounts providing Group supportwhere appropriate
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Operational risks

Risk

increases inthe costof maternals,
consumables orutilities, orthe
farlure of a key supplier

Lossoffaciityduetocatastrophe

Afailure toattract, developand
retainemployees withthe
necessarytalentfor our
businesses

Mitigation

Avoid dependence onany single supplier Continually monner key supplers' financial strength Conductarms
length procurement iendenng processes enterintolong-term agreementswhere appropnate for paper, ink
andother consumables Receive monthly reporis from the Group Commercial Director on procurement
matters Reducethe nskthrough implementing the strategy 1o reshape the Group s business

Have in place business continuity planning and maintainacomprehensive Insurance programme, including
businessnterruption cover

Investin aGroup-wide HR function Implementappraisals and fuffiltraiming needs where identified Develop
acollaborative culture across the Group's businesses Operate all-employee and discreticnary LTIP share-
based incentive schemes, and other benefits Ingrain a robust health and safety culture througheutthe Group

Finance and treasury risks

Risk

The occurrence of an unplanned
Interest or foreign exchange risk

Inability totrade due tolack
of cashfunds

Amatenal unrecoverable debt
arises fromthe Group's practice
of tradingwith the majority of its
customers oncredit

The volatiity of the Defined
Benefits Pension Scheme deficit

Mrtigation

Ensure interest as a proportion of profit before tax s relatively low and solimitthe impact of changes ininterest
rates on profit Conductthe Group'strading including purchases of property, plantand equipment, principally
inSterling Use foreign currency forward contracts to manage foreign exchange risk refating to matenat
transactional business Ensure the Group’s treasuryfunction keeps these matters under review

Regularlymonitorthe Group s performance againstits banking covenants and conduct ‘going concern’
reviews onatwice yearlybasis Regularly reviewthe Group's financial KPls with our bankers

Grant creditonly fo customers whoagree to follow the Group's creditvenficaticn procedures Apply angorous
system of creditcontrol and payments monstaring Maintain creditinsurance covering the Group's larger trade
debtors (Baddebt provisions represented 3 0% (2011 -3 6%) of gross trade debtors at the yearend)

Agreedeficit recovery planwiththe pension Scheme Trustee Regularlyengagethe Trustee directors in
discussions onthe Group's performance Manage possible Section 75 debts ansing from business disposals
andclosures Coninbutetodiscussions onthe Scherne's nvestment strategy Proactively seek to imitthe
growthin the pension liability

Legislative and regulatory, contractual and reputational risks

Risk

Changesinlegislation affect
the abilty of the Group to
operate effectively

Contractual liabilities are
assumed under contracts with
tscustomers orsuppliers

Exposure to reputational or
financialdamage due to
acodent unethicaltrading
non-compliance withlegisiaton
orregulationordisputes

Mitigation

Identfythe principal laws and regulations that affect the Group's day-to-day business and markets it serves
covering Employment, Healthand Safety the Environment, Planning, Data Protection Taxation, Defamation,
Bnberyand Corruption, and Compention Law Maintain systems to complywith these and keep developments
under review

Involve the Group's In-house legalteam and, where appropriate, take externallegaladvice Require board
approval of major contracts {(of more thanthree years' duration and/orofavalue Inexcess of £5 0m) and
contracts with petentially significant nisks ansing

Operate ngorous health and safety and environmental policies, monitorcompliance, measure performance
and investigate majorincidents Monitor changes inlegisiation and regulations, take legal advice and prowvide
raining where necessary Apply the Group's policies on Ethical Trading, Share dealings, Equal Opportunites,
Dignity at Work and Whistle-blowing Haven place bustness recovery plans and a procedure for dealingwith
‘leaks’ of Insider Information
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Directors’ Report

The directors present their Directors' Report and the audited
financial statements for the 52 weeks ended 27 July 2012

Principal activities
The principal activities of the Group are set out on pages 8
to 10 of the Business Review

The subsidiaries principally affecting the profits or net assets
of the Group n the year are listed in note 32 of the
consolidated financial statements

Business and gperating review

A detalled review of the performance of the Group and its
future prospects can be found in the Chief Executive’s
Strategic Review, the Key Performance Indicators and the
Financiat Review which should be read in conjunction with

the Charrman’s Statement on pages 4 and 5, the report on
Corporate and Soctal Responsibility on pages 24 to 27 and the
Principal Risks and Uncertainties set out on pages 36 and 37,
all of which are incorporated by reference into and form part
of this Directors’ Report

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

Certain 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 rnisk and uncertainty 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-looking statements

are reasonable, there are a number of factors that could cause
actual resuits or developments to differ materialty 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 profit for the year before taxation amounted to
£14,908,000 {2011 - loss of £882,000) The directors propose
a final dividend of 4 00 pence for each ordinary share payable
on 21 December 2012 to holders on the register as at

30 November 2012 If approved, the final dividend will make
total dwvidends for the year of 5 75 pence per ordinary share

£000

Ordinary dividends 2,018

4,793

—intenm
— proposed final

Share capital

Details of the Company's share capital are set out in note 27
to the financial staiements The Company's share capital 1s
composed of one class of ordinary shares of 10 pence each
The shares carry no rights to fixed iIncome and each share
carres the nght to one vote at general meetings All shares
are fully paid There are no specific restrictions on the size
of a shareholding nor on the transfer of shares, which are
both covered by the provisions of the erticles of association
and prevailing legistation

Major interests in shares

As at 27 July 2012, the Company had been notified, in
accordance with chapter 5 of the Disclosure and Transparency
Rules, of the following voting rights as shareholders of

the Company

Number of
voting nghts %

Silchester International Investors

bimited and its subsichanes 16,158,999 1369
Delta Lloyd NV and subsidianes 13,661,073 1140
Standard Life Investments Limited 9,161,139 799
Prudential ple and its subsidianes 6,628,182 640
Schroder plc 5,594,902 499
State Teachers’ Retrement

System of Chio 5,625,000 473
Majedie Asset Management

Limited 3,804,459 359
Directors

The present membership of the beard I1s set out on
pages 30 and 31

Richard Stillwell holds a number of external non-executive
directorships (set out on page 31) which, in the opinion of the
board, does not prevent him from devoting sufficient time to
his responsibilities as chairman of the board

Helen Stevenson was appointed a non-executive director
during the year on 1 May 2012

The directors’ interests in shares of the Company are set out
In the Dhrectors’ Remuneration Report on page 46

Annual General Meeting

The notice of Annual General Meeting 2012, included with

the copy of the Annual Report and Accounts, will be mailed

to shareholders on 26 October 2012 and sets out the following
non-routing business in addition to routineg business

Allotment of share capital

The board will seek to renew the shareholders’ authority to
permit it to allot relevant securities within the imits laid down
by the Companies Act 2006 and the December 2008
guidelines issued by the Association of Bntish Insurers

Disapplication of statutory pre-emption nghts

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

Authonty for the Company to purchase its own

ordinary shares

It will also be proposed to renew the sharehclders’ approval
for the directors to effect market purchases of the Company's
ordinary shares on behalf of the Company under the authonty
of the Companies Act 2006 and subject to certain imits

and restrictions

Notice for calling a general meeting

It will be proposed that a general meeting, other than an
annual general meeling, may be called on not less than
14 clear days’ noice
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Full exptanations of the foregoing non-routine business are
given in the Chairman's letter which accompanies the nolice
of Annual General Meeting

Employment policies

The Group 1s committed to providing equal opportunities

with regard io emptoyment, free from discrirunation and
harassment and In a healthy and safe working environment
Detalls of how we deliver on these commitments are provided
in the Report on Corporate and Social Responsibility

Penston Scheme

The Group's companies contribute to a number of defined
contributron schemes, the principal one of which is the St lves
Defined Contributton Pension Pian, which 1s avallable for all
eligible employees to join and which was established in 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 directon of a trustee company (‘the Trustee')

The fund managers of the actively managed portiolios are
proscribed from holding any investment in, or lending to, the
Group The number of directors of the Trustee 1s spht equally
between member-nominated and Company-nominated Trustee
directors, subject to casual vacancies which may anse from
ime to time

Those employees 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 Pension Plan administered by Prudential

Charitable and political donations
Details are given in the Report on Corporate and Social
Responsibility on page 25

Creditor payments
Details are given in the Report on Corporate and Social
Responsibility on page 25

Auditors
The Company held a competitive tender in 2002 and retained
Deloitte LLP (‘'Detoitie’) at that time as the Group's auditor

The Audit Committee has considered the effectiveness of the
external audit undertaken by Deloitte in the hght of their internai
qualty control procedures, the promptness and accuracy of therr
work, and other services obtained from them The Committee
also considered the robustness of Deloitte's safeguards and
procedures to counter threats or perceived threats to therr
objectmvity, the application of therr mdependence policies and
their adherence to the Ethical Standards published by the
Auditing Practices Board In all these respects the Committee
was satisfied with Deloitte’s objectiviiy and independence
During the year, the Committee satisfied self that the
Company’s policy an the provision by the Group's external
auditors of non-audit services had been appropnately appled

Based on a review of Deloitte’s performance dunng 2011/2012
and after reviewing thewr independence, the Commiitee has
recommended to the board that Deloitte be re-appointed The
recommendalion was accepled and therefore a resolution to
re-appont them as the Group's auditors will be proposed at
the forthcoming Annual General Meeting

Going concern

The Group's business activities, 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
Strategic Review and the report on Corperate and Sociat
Responsibility The financial position of the Group, 1ts cash
flows, hquidity position and borrowing facilitres are described
in the Financial Review In addihion, note 26 to the financial
statements includes the Group's objectives, policies and
processes for managing its interest rate risk, foreign exchange
risk, credit nsk, lquidity risk and capital nsk The foregoing
statement, review and report are to be found on pages 4 to 37

As highlighted in note 21 to the financial statements, the Group
meets its day-to-day working capital requirements through

an overdraft faciity of £15 0 milion that 1s part of an gverall
funding facility of £55 O million which falls due for renewal

on 31 October 2015

The current economic conditions create uncertainty,
particularly over 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 levet of its
current facility and obtain further financing when the current
facility expires

After making enquines, the direciors consider that the Group
has adequate resources and borrowing facilitres to continue in
aperational existence for the foreseeable future Consequently,
they have continued to adopt the going concern basis in
preparing the financial statements

Directors’ disclosures to the auditors
Each of the directors of the Company as at 2 October 2012
has confirmed that

« So far as the director 1s aware, there 15 no relevant audit
information of which the Company’s auditors are unaware,
and

* The direclor has taken all the steps that he ought to have
taken as a direclor to make himself aware of any relevant
audit nformation and to establish that the Company's
auditors are aware of that information

Thus confirmation is given and shou!d be interpreted n
accordance with the provisions of Section 418 of the
Companies Act 2006 :

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

QLS >

Phihp Harns
Company Secretary

2 October 2012
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Directors’ Remuneration Report

This report has been prepared in accordance with the relevant conditions of the UK Corporate Governance Code (June 2010)
(‘the Code’) relating to directors’ remuneration and the Companies Act 2006 The relevant legislation 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 contaning unaudited and audited 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, 27 November 2012 Detalls of the resolution may be found in the Notice accompanying this
Annual Report The vote will be advisary 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 Committee 1s responsible for determining and agreeing with the board the overall remuneration strategy and
indimvidual remuneration packages and contraciual arrangements for the executive directors, senigr management and the
Charman of the board

The membership, the number of meetings held, attendances and a description of the business transacted by the Committee
duning the year are delailed in the corporate governance section on pages 34 and 35

When undertaking its duties, the Commuttee ensures that due account is taken of pay and employment conditions throughout
the Group by keeping abreast of matters such as (1) the genera! level of salary increases (If any} applied throughout the Group,
{n) the levels of bonuses paid (and bonus opportunity offered) to the workforce as a whaole and () any widespread changes
that are proposed te Group-wide employment conditions

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

Commuttee’s advisers

Throughout the year, the Committee and the Company were advised by AonHewitt Limited (operating through the brand Hewitt
New Bndge Street (HNBS)) Other than in relation to advice on remuneration, neither AonHewilt 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 ndependence of HNBS, there may be occasions when
there could be a confict of interests when proposals are put by management on the recommendation of HNBS |t therefore retains
PricewaterhouseCoopers LLP {'PwC’} to act solely for the Commutlee to review proposals where appropriate

PwC has provided pensions consulting services to the Company In relation o the Group's defined benefils pension scheme
and due diligence work in respect of patential acquisiions The Committee 1s satisfied that the provision of these services to the
Company does not affect PwC's abiity to comment on proposals for remunerating is executive directors and certain members
of sentor management

During the year under review, the Committee also, where appropnate, sought advice and assistance from the Company Secretary
and members of the board, including the Chairman of the board, the Chief Executive and the Chief Financial Officer & Group
Managing Director in connection with carrying out its duties None of these persons took part in decisions relating specifically to
therr own remuneration

Remuneration policy

The Committee’s policy for the remuneration of the Company's executive directors 1S that it should be structured so as to attract
and retain executives of a high calibre with the skills and expenence necessary 10 develop the Company successfully It ams to
recommend strategies which support the creation of value for shareholders and reflect and support the dehvery of the Company's
strategic pricrities while taking due account of market and best practice

Whendetermining levels of remuneration, the Commuttee periodically reviews the remuneration practices adopted by appropriate
comparator companies both in the market generally and in the same business sector as the Company

The Committee believes that a significant portion of the remuneration package of senior executives should be linked to
performance, while ensunng that an appropriate balance is struck between (1) fixed and vanable pay, (1) short-term and long-term
variabte pay and (i) the delivery of rewards in cash and shares The Committee will reqularly review the Company’s remuneration
policies to ensure that these policies neither encourage nor reward inappropriaie operational nsk-taking that may be to the
detriment of shareholders’ interests and that these remuneration policies are, therefore, compatible with the Company's general
nsk policies and systems
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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 2011/2012,
» Any bonus awarded shall be capped at 125 per cent of basic salary,

« Any bonus eamed which i1s 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 Any shares so awarded are subject, In specified circumstances, to a
‘clawback’ from any bonuses paid going forward,

* Adhird award will be made under the Group's Long-Term Incentive Plan,

s The Commuttee's share ownership guideling, requiring executive directors over a five year period to build up and then retain
a shareholding equal to 100 per cent of therr basic salanes, will be retained, and

= 50 per cent of the number of shares received under any bonus share deferral or Long-Term Incentive Plan (LTIP") award wilk
normally be reguired to be retained by the executive director untl the share ownership guideline 1s met The Committee may
take account of progress towards achieving this target when determining LTIP awards and/or the proportion of annual bonus
that s subject to this requirement

The main components of the remuneration package for executive directors are

Basic salary

In setting the basic salary for each executive director, the Commuttee takes into account the performance of each individual
director, any changes in position or responsibility, market competitiveness, as well as pay and conditions 1n the Group as

a whole Basic salary is the only element of pay that I1s penstonable

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

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

Save for 2 modest correctional adjustment in the basic salary of Matt Armuitage in the 2009/2010 financial year, this will be the
fourth consecutive year of a basic salary freeze at executive director level

Benefits in kind
Executive directors 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 pariicipated dunng the year in the Group's defined contribution pension scheme
to which the Company also contnbutes The defined contnbution pension scheme has a normal retirement age of 65

Patrick Marteil's entitlement to a deferred pension from the Group's defined benefits pension scheme ('the DB Scheme’) ceased
durning the year on the payment out of the scheme to a self-managed pension arrangement The sum of £941,471 transferred
out was calculated by the DB Scheme's actuary after applying a reduction factor agreed by the Trustee and applied generally
to such calcutations to take account of the underdunded position of the DB Scheme
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Directors’ Remuneration Report continued

Annual bonus

Bonuses for 2011/2012

At the beginning of the year the Remuneration Committee took the view that, for 201172012, the executive directors should be
directed, pnmarily, to growing earnings per share ('EPS'), supported by secondary, personal, objectives in the case of Matt
Armmitage and Lloyd Wigglesworth based, respectively, on the integration of the Group's acquisitions and sales performance
For 2011/2012, therefore, directors were ncentivised to earn a bonus of up to 125 per cent of basic salary spliit as follows

Director Portlan of bonus relating to EPS targets Portion of bonus relating to parsonal targets |
Patrick Martell 125% of basic salary 0% of basic salary ‘
Matt Armitage 112 5% of basic salary 12 5% of basic salary ;
Lloyd Wigglesworth 62 5% of basic salary 62 5% of basic salary

As In pnior years, in the event that the total bonus earned 1in 2011/2012 exceeded 50 per cent of basic salary, the excess Is
satisfied in shares under the rules of the Deferred Bonus Scheme ('the DBS' — see below) Part, or all, of the deferred portion of
the bonus, however, would be forfeited if it became apparent duning the holding pened that the bonus was paid by reference to
maienally misstated results

The Group's reported underlying EPS for 2011/2012 15 15 61 pence and the Committee has decided that the portion of each
directar's bonus which 1s dependent on the achievement of a significant growth n EPS has been met in full, resulting in an EPS
performance-related bonus of 125 per cent of basic salary for Patnick Martell, 112 5 per cent of basic salary for Matt Armitage
and 62 5 per cent of basic salary for Lioyd Wigglesworth The Commitiee, having compared the personal targets set for Matt
Armitage and Lloyd Wigglesworth with the outcome for the year, decided that an addisonal bonus of 6 25 per cent of basic
salary should be paid to Matt Armitage and 37 5 per cent of basic salary to Lloyd Wigglesworth in relation to this portion of
therr potential bonuses

Bonuses earned by directors in excess aof 50 per cent of basic salary will be satisfied in the form of shares in the Company, the
full beneficial ownership of which shall be deferred until expiry of a hotding period The share deferral element of the benus shall
be purchased from net pay by the directors at market value from the Group's Employee Benefit Trust (‘the EBT"), to be held under
the rules of the DBS In accordance with the rules of the DBS these shares shall, inter alia, vest immediately, but be held on trust
during a holding penod, for release to the director In November 2014, provided that he remains employed by the Group at that
time During the holding penod, the executive will be entitled to vote the shares and receive dividends on them but wilt be unable
to sell, transfer, assign or charge any interest in the shares during the holding penod without the consent of the Commitiee

Details of the 2011/2012 bonuses paid to directors are disclosed on page 45

Bonuses for 2012/2013

The Committee has determined that delivering growth in EPS should be the sole determinant of executive directors’ bonus for
2012/2013 Therefore, a range of stretching EPS targets has been established for the executive directors to strive io achieve
which may result in a maximum potential bonus of 125 per cent of basic salary

Should the bonus eamed by a director in 2012/2013 exceed 50 per cent of his basic salary, the excess shall, after the usual
deductions of income tax and employee’s national insurance contnbutions, be apphed to purchase shares from the EBT at
market value Such shares, once purchased, will be held n trust duning the two-year holding period under the rules of the DBS
These shares shall form part of the director's shareholding qualification under the Committee's share ownership guideline for
executwe directors
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Share incentive arrangements

Long-Term Incentive Plan 2010 (the ‘LTIP")

The Company operates the LTIP as its long-term incentive plan for senior executives The LTIP was approved by shareholders
at the 2010 Annual General Meeting

In hne with current practice the LTIP provides for the award of ‘performance shares' up to a maximum potential award limit of
125 per cent of bastc salary (200 per cent in exceptional circumnstances) The Commitiee takes the view that this hmit allows for
market competitive granis to be made whilst applying challenging performance conditions The three performance conditions
set for the awards made under the LTIP in 2010 and 2011 are descnbed fully on pages 47 to 49

The Commuittee 15 aware that the use of three different performance metnes 1s not common Consequently, and having reviewed
the operation of the LTIP in the context of the Group's strategic objectives, it is intended to make awards under the LTIP in the
forthcoming year and apply EPS and relative Total Shareholder Return targets as the sole conditions for vesting The exact targets
have not yet been finaltsed but these will be no less challenging than last year's

The Committee does not currently consider it 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 malter under review

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

The ESOS 2001 (which has both HMRC "approved’ and ‘unapproved' elemenis) 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 circumstances}
Options granted and outstanding under the ESOS 2001 are capable of exercise three years after grant, subject to continued
employment and the satisfaction of performance conditions The fina! award of options to executive directors under this ptan
was made on 3 November 2009, further detadls of which are set out on pages 46 and 47

Save As You Earn Share Option Plan {*Sharesave Plan’)

The Company operates a standard HMRC-approved all-employee Sharesave Plan under which eligible employees, including
executive directors, may from ime {o bme be invited to participate The Sharesave Plan was approved by shareholders at the
2011 Annual General Meeting and the first iInvitations to enter into three year savings contracts with The Royal Bank of Scotland
plc were 1ssued to all eligible employees on 12 March 2012 The option price set by the Committee was 65 67 pence per share,
which represented a 20 per cent discount to the market price of the shares at the date of invitation Due to the popularnty of the
Sharesave Pian, apphcations were significantly scaled back and grants of options adjusted to ensure that the maximum number
of options awarded as a result of this year's invitation did not exceed one million shares The directors’ interests arnsing from the
award of options under the Sharesave Plan, after scale-back, are disclosed in the table on page 46

Dilution

Under the LTIP, ESOS 2001 and the Sharesave Plan, awards of options over no mare than an aggregate 10 per cent of the
Company's issued share capital may be granted over new ssue shares in any rolling 10 year penod (with awards made under
any other share plans also being counted)

As at 27 July 2012, excluding lapsed options, options over 6,303,058 shares (5 26 per cent of the Company’s 1ssued share
capital) remain outstanding and so count towards this hmit
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Non-executive directors’ fees

The Company’s policy on setting non-executive directors' remuneration, which is decided by the board {but with the non-
executive directors not voting where it affects their personal posion) 15 to offer fees sufficient to attract and retain indviduals of
appropriate calibre such that they are able to apply an independent view based on ther expenence and skills These fees, which
have been unchanged since 2007, compnse a base responsibility fee of £30,000 per annum plus additonal fees of £8,000 per
annum for the post of Seruor Independent non-executive Director and £4,000 per annum for chainng the Audit and Remuneration
Committees respectively The Nominations Committee has acknowledged that the non-executives directors’ fees are now out of
hne with market rates, however it has been decided for the time being not to Increase the fees pad

The fee pad to the Chairman 1s set separately by the Committee and has been set at £120,000 per annum Mr Richard Stiliwell
has elected to forego £10,000 per annum of this fee The Company donates this £10,000 withheld to registered chanties
nominated by Richard Stillwel, with such contributions betng 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

I 1s the Company's policy that executive directors should serve under rolling service contracts of 12 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 n control of the Company) and that any compensation payments made should take account of the executive’s duty to
mitigate his loss This policy was confirmed durning the year and the service contracts and letiers of appointment disclosed below
comply with this policy

The policy on non-executive directors’ letters of appointment 15 that they shall be for an initial period of no more than three
years, but subject to notice at any time (six months’ notice in the case of the Chairman and three months’ in the case of other
non-executive directors)

Summaries of the directors’ contracts are disclosed below and brief biographical details are set out on pages 30 and 31
Directors' contracts and letters of appointment are avaitable for inspection in accordance with Provision A 4 4 of the Code

Unexpired term/
Executive Date of contract Notice penod
Matit Armitage 1June 2007 12 months
Patrick Martell 1 August 2003 12 manths
Lloyd Wigglesworth 11 February 2009 12 months
Non-executive Date of letter of appontment Nobice penod
Mike Butterworth 14 July 2010 3 months
Simon Marquis 5 December 2003 3 months
Helen Stevenson 3 Apnl 2012 3 months
Richard Stiliwell 11 August 2006 6 months
Tony Stuart 23 December 2010 3 months

External appointments

Executive directors may accept appointments outside the Company with the permission of the board The extent to which
any fees are retained by the individual or are remitted to the Company will be considered on a case-by-case basis Lloyd
Wigglesworth Is an Adwvisory Partner for NewMarket Partners for which he receives fees of £10,000 per annum, which he 1s
permitted to retain NewMarket Partners helps their clients to develop corporate marketing and financial strategies in a wide
range of markets in the UK and globally 1t 1s also an investor in some of the companies it advises
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AUDITED INFORMATION
Directors’ remuneration
The total amounts for directors’ remuneraiton were as follows

2012 2011
£'000 £000
Emoluments 20052 22054
Termination payments - 325
Gains on exercise ¢f share options - -
Money purchase pension contributions 194 194
21146 22573
Patrick Martell ts the highest paid director of the Company
Individual directors’ emoluments from the Group were as follows
Basic Benefits Total emoluments
salaryffee Cash DBS in kind
{note 1) borus shares (note 2) 2012 2011
£000 £000 £000 £000 E'000 £000
Executive
Matt Armitage 260 5 1240 1705 15 556 5 5719
Patnck Martell 3653 1750 2625 15 804 3 8059
Lloyd Wiggleswaorth 2608 1240 1240 21 5109 5727
Non-executive
Mike Butterworth 340 - - - 340 327
Simon Marquis 380 - - - 380 380
Helen Stevenson {from 1 May 2012) 75 - - - 75 -
Richard Stillwell 1100 - - - 1100 542
Tony Stuart 340 - - - Mo 162
Past directors
David Best {to 30 November 2010) - - - - - 113
Miles Emley (to 25 Apnl 2011) - - - - - 1350
1,1101 4230 5570 51 2,09562 272379

In respect of DBS shares, Matt Armitage, Patrick Martell and Lloyd Wigglesworth will acquire shares in the Company from their net
pay, that is pay after deduction of Income tax and employees’ national insurance contributions, of £81,840, £126,000 and £69,520
(gross pay of £170,500, £262,500 and £124,000) respectively, which will be held under the terms of the DBS A description of the

DBS 15 given on page 42

Notes

1 The basic salanes of Matt Armitage Patnck Martell and Lioyd Wigglesworth include additional payments of £12 532 £35 250 and £12 815, respectively
(2011 - £12 532, £13,118 and £12,815, respectively) in lieu of the provision of a company car and fuel beneft Richard Sultwell s fees are shown after

foregoing £30 000 of fees during 2011/2012

2 Benefits In kind constitute medical expenses insurance cover for Matt Armitage Patnck Martell and Lloyd Wigglesworth
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Directors’ interests in the share capital of the Company
Interests of directors and their connecied persons in 10 pence ordmary shares (fully paid) of the Company at 27 July 2012 were
as follows

29 Juty
2011
or date of
27 July  appantment
2012 if later
Executive
Matt Armitage 205879 74,752
Patrick Martell 191,656 120,286
Lloyd Wtgglesworth 115,080 30,914
Non-executive
Mike Butterworth 11,000 11,000
Simon Marquis 3,000 3,000
Helen Stevensaon (Appointed 1 May 2012) - -
Richard Stillwetl 42,000 13,000
Tony Stuart 20,000 10,000
All the above share interests were held beneficially and the information grven 1s accurate as at 2 October 2012 The share
interests of Matt Armitage, Patrick Martell and Lloyd Wigglesworth disclosed above include shares purchased from their
2009/2010 and 2010/2011 bonuses which are held in the Company’'s EBT under the rules of the Company's DBS
Directors’ share options and LTIP awards
Details of the share options held by directors are shown below All options were granted for nil consideration
Share Options — ESOS 2001 and Sharesave Plan
Number of options.
Date
29 July Exercised Lapsed Granted 27 July Exercise from which Exprry
Date of grant 2011  dunngyear dunngyear dunng year 2012 pnce pence anercisable date
Matt Armitage
ESCS 2001 3 Nov 2009 544,000 - - — 544,000 66 17 3 Nov 2012 2 Nov 2019
Sharesave Plan 18 Apr 2012 - - - 2,576 2,576 6567 1Jun2015 1 Dec 2015
544,000 - - 2,576 546,576
Patrick Martell
ESOS 2001 3 Nov 2009 544,000 - - — 544,000 66 17 3 Nov 2012 2 Nov 2019
Sharesave Plan 18 Apr 2012 - - - 2,576 2,576 6567 1Jun2015 1 Dec 2015
544,000 - - 2,576 546,576
Lioyd Wigglesworth
ESOS 2001 3 Nov 2008 544,000 - - - 544,000 66 17 3 Nov 2012 2 Nov 2019
Sharesave Plan 18 Apr 2012 - — - 2,576 2,576 6567 1Jun2015 1 Dec 2015

544,000 - - 2,576 546,576
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The vesting of the grant of options awarded on 3 November 2009 under the ESOS 2001 1s conditional on the Group achreving a
range of profit before tax for 2011/2012 as follows

Percentage of

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

The condiions of vesting provide that, unless the Commiltee determines otherwise, for the purposes of calculating the Group'’s
profit before tax, non-underlying items shall be excluded The Commiiiee may make such adjustments to the method of
calculating the Group's profit before tax as it considers appropnate to take account of (2) 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

(c) any other factors considered by the Cornmitiee to be relevant

LTIP Awards
Market prnce
per share End of
al date 29 Juty Awarded 27 July performance Vesting

Date of award of award 2011 dunng year 2012 perod date Expiry date
Matt Armitage S5Jan2011 97 75p 232,600 — 232600 July2013 5Jan2014 4 Jan 2021
i1 Nov 2011 8526p - 266,800 266,800 July 2014 11 Nov 2014 11 Nov 2021

232,600 266,800 499,400
Patrick Martell 5Jan 2011 9775p 410,500 — 410,500 July 2013 5J4an 2014 4 Jan 2021
11 Nov 2011 85 25p 470,800 470,800 July 2014 11 Nov 2014 11 Nov 2021

410,500 470,800 881,300
Lloyd Wigglesworth 5Jan2011 97 75p 232,600 — 232,600 July2013 5Jan2014 4 Jan 2021
11 Nov 2011 85 25p - 266,800 266,800 July 2014 11 Nov 2014 11 Nov 2021

232,600 266,800 499,400

The vesting of LTIP awards made on 5 January 2011 1s subject to performance conditions (a), {b) and (d) below and the vesting
of awards made on 11 November 2011 15 subject to performance conditions (@), (¢) and (d) below, set by the Committee overa
three year penod 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 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 Repaort and
Accounts for the relevant financial year (subject to such further adjustments as the Commitiee considers fair and reasonable)

No part of the award made on 5 January 2011 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 Betweén 25% and 100% on a straight-line basis {1 e between 12 5% and 50% of the

total number of shares subject to the award)

Less than 14 pence 0%




48 Stives plc Annual Report and Accounts 2012

Directors’ Remuneration Report continued

No part of the award made on 11 November 2011 subject to the EPS target will vest unless EPS for the 2013/2014 financial year 1s
equal to or greater than 16 pence, with full vesting for EPS of 17 80 pence or more, as follows

EPS for the 2013/2014 Percentage of the total number of shares subject to the EPS target that

financial year will vest

17 80 pence or more 100% (1 e 50% of the total number of shares subject to the award}

From 16 00 pence to 17 80 pence Between 25% and 100% on a straight-ine basis (1 e between 12 5% and 50% of the
total number of shares subject to the award)

Less than 16 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’ attnibutable to non-print activities for the 2012/2013 financial year and an absolute EPS underpin For these purposes
added value attributable to non-pnint activities for the 2012/2013 financial year will be defined as sales less the costs of materials
and bought-1n costs attributable to non-print activities such as database marketing, pre-retat services and retail consultancy No
part of the award subjec! 1o the non-print added value target will vest unless the added value atinbutable to non-print activities for
the 2012/2013 financial year 1s equal to 16%, with full vesting for added value attnbutable to non-print activities of 20% or more,
as follows

Added value attnbutable to Percentage of the total number of shares subject to the non-pnnt added value

non-print activities for the 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 ta the award)

From 16% to 20% Between 25% and 100% on a straight-ine basis () e beiween 6 25% and 25% of the
total number of shares subject to the award)

Less than 16% 0%

(c) Marketing Services segment underlying operating profit target

One quarter of the total number of shares over which an award s granted 1s subject to achieving at least 25 per cent of the
Group's underlying operating profit {1 @ profit before non-underying items) from the Marketing Services segment in the 2013/2014
financial year as follows

Percentage of Group Operating Profit  Percentage of the total number of shares subject to the non-pnnt added value
attnbutable to the Marketing Services  target that will vest, subject to satisfaction of the EPS underpin
segment for the 2013/2014 financial year

40% or more 100% (1 e 25% of the total number of shares subject to the award)

From 25% 1o 40% Between 25% and 100% on a straight-ine basis {| e between 6 25% and 25% of the
total number of shares subject to the award)

Less than 25% 0%

{d) Relative TSR target

Cne quarter of the total number of shares over which an award 1s granted 1s subject (o a target measunng the relative Total
Shareholder Return (‘TSR of the Company against a comparator group compnsing those companies listed in the FTSE All-Share
Support Services sector (excluding FTSE100 companies) on the award date and the satisfaction of an absolute EPS underpin

The TSR condition will be measured over a fixed three-year penod from the date of the award and TSR will normally be averaged
over the three-month penod immediately prior to the commencement of the performance penod and the three-month penod
immediately preceding the end of the performance period
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No part of the award subject to the TSR target will vest unless the Company’s TSR at the end of the performance perod 1s at least
the median as follows

Rank of the Company’s TSR against Percentage of the total number of shares subject to the TSR target that will vest,

the comparator group at the end of subject to satisfaction of the EPS underpin

the performance penod

Upper quartile 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 {1 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 {o the award)

Below median 0%

In addition, no part of the award subject to conditions (a}, {b) and {c) described above will vest If EPS 1s less than 12 pence for
the 2012/2013 financial year {for the 5 January 2012 award) or 1s less than 14 50 pence for the 2013/2014 financial year (for the
11 November 2011 award) (unless the Committee, n its discretion, determines otherwise)

The market price of St Ives plc ardinary shares of 10 pence each at 27 July 2012 was 71 50 pence and the range dunng the
financial year was 67 50 pence to 95 25 pence

Pension

Pension contnbutions made by the Company to defined contribution schemes in respect of executive direclors are shown below
2012 201
£'000 £000

Matt Armitage 9.7 a7

Lloyd Wigglesworth 97 97
194 194

Performance graph

The graph below shows the Company’s performance, measured by Total Shareholder Return, compared with the performance of
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 index of which the Company has been a constituent member for the majonty of the relevant five year perod

Approved by the board and signed on its behalf by

Tony Stuart
Chairman of the Remuneration Committee

2 October 2012
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Statement of Directors’ Responsibilities

The directors are responsible for prepanng the Annual Report,
Directors’ Remuneration Report and the financral statements
in accordance with apphicable law and regulations

Company law requires the directors to prepare financial
staternents 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
Unsan and Article 4 of the IAS Regulation and have elected

to prepare the parent company financial statements in
accordance with United Kingdom Generally Accepted
Accounting Practice (United Kingdom Accounting Standards
and applicable law) Under company law, the directors must
not approve the 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 period

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

« properly select and apply accounting policies,

« present information, including accounting policies, n a
manner that provides relevant, reliable, 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 conditions on the entity’s financial position
and financial performance, and

= make an assessment of the Company's ability to continue
as a going concemn

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

= select suitable accounting 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 1s inappropriate to presume that the Company will
continue In business

The directors are responsible for keeping adequate accounting
records that are sufficient to show and explain the Company's
fransactions and disclose with reasonable accuracy at any

ime the financial pasition 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 irregularities

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 dissermination of financial statements may
ciffer from legislation in other jurisdictions

The directors confirm that to the best of therr knowledge the
financial statements, prepared in accordance with the relevant
financial reporting framework, give a true and fair view of the
assets, habihities, 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
inceorpaorated into the Directors' Report, includes a farr review
of the development and perfermance of the business and the
position of the Company and the undertakings included in the
consolidation taken as a whole, together with a descnption of
the principal nsks and uncertainties that they face

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

Patrick Martell
Chief Executive

2 QOctober 2012
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Independent Auditors’ Reportto the Members of Stlves plc

We have audited the Group financial statements of St Ives plc
for the 52 weeks ended 27 July 2012 which compnise the
Consolidated ncome Statement, the Consolidated Statement
of Comprehensive Income, the Consolidated Statement of
Changes in Equity, the Consolidated Balance Sheet, the
Consolidated Cash Flow Statement and the related notes 1

to 32 The financial reporting framework that has been
appled in their preparation 1s applicable law and International
Financial Reporting Standards (iFRSs) as adopted by the
European Union

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 audtt 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 auditer's report and for
no other purpose  To the fullest extent permitted by law, we do
not accept or assume responstbility to anyone other than the
Company and the Company's members as a body, for our
audit work, for this report, or for the opmions we have formed

Respective responsibilities of directors and auditor
As explamed more fully in the Directors’ Responsibilities
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 Qur responsibility 1s to audit
and express an opinion on the Group financial statemenis In
accordance with applicable law and International Standards
on Auditing (UK and lreland) Those standards require us to
comply with the Auditing Practices Board's Ethical Standards
for Auditors

Scope of the audit of the financial statements

An audit invalves abtaining ewidence about the amounts

and disclosures in the financial statements sufficient to give
reasonable assurance that the financial statements are free
from material misstatement, whether caused by fraud or error
This Includes an assessment of whether the accounting
policies are appropnate to the Group’s circumstances and
have been consistently applied and adequately disclosed,
the reasonableness of significant accounting estimates made
by the directors, and the overall presentation of the financiat
statements In addiion, we read all the financral and non-
financial mformation in the annual report to iIdentify matenal
nconsistencies with the audited financial statements If we
become aware of any apparent matenal misstaternents or
inconsistenctes we consider the implications for our report

Opinion on financial statements
In our opinion the Group financial statements

s give a true and fair view of the state of the Group's affairs
as at 27 July 2012 and of #s profit for the 52 week period
then ended,

s have been properly prepared in accordance with IFRSs
as adopted by the European Union, and

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

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

As explained in note 1 to the Group financial statements,
the Group in addition to complying with its legal obligation
1o apply IFRSs as adopted by the European Union, has also
applied IFRSs as issued by the Internationat Accounting
Standards Board (|ASB)

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

Opinion on other matter prescribed by the
Companies Act 2006

In our opinion the information given n the Directors’ Report for
the financial year for which the Group financial statements are
prepared I1s consistent with the Group financial statements

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

Under the Companies Act 2006 we are required to report
to you i, in our opinion

« certan 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

Under the Listing Rules we are required to review

» the directors’ statement contained within the Directors’ Report
In refation to going concern, and

= the part of the Corperate Governance Statement refating 1o
the Company's compliance with the nine provisions of the
UK Corporate Governance Code specified for our review,

« certan elements of the report to shareholders by the board
on directors’ remuneration

Other matter

We have reported separately on the Parent Company financial
statements of St Ives plc for the 52 weeks ended 27 July 2012
and on the information in the Directors' Remuneration Report
that 1s described as having been audited

Kate J Houldsworth (Senior statutory auditor}
for and on behalf of Deloitte LLP

Chartered Accountanis and Statuiory Auditor
London

2 October 2012
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Consolidated Income Statement

52 waeks to 27 July 2012 52 weeks 10 29 July 2014
Non Non
undertying* underiying®
Undertying (note 7) Total  Underlying (note 7) Total
Naote £'000 £'000 £000 £000 £000 £000
Revenue 34 327,376 2,083 329459 296,790 454 297,244
Cost of sales (237,686) (4,066) (241,752) (217,284) (4,645) (221,929)
Gross profit/(loss) 89,690 (1,983) 87,707 79506 (4,191) 75315
Selling costs (24,469) (739) (25,208) (24,160) (276) (24,436)
Administrative expenses (40,952) (8,019) (48,971) (34,207) (3.842) (38,049)
Other operating income 184 1,421 1,605 181 4,300 4,481
Profit/(loss) from operations 45 24453 (9320) 15133 21320 (4.008) 1731
Investment income g 15,239 - 15239 13973 - 13973
Finance costs s (15,464) - (15464) (14,388) - {14,388)
Profit/(loss} before tax 24,228 (9,320) 14,908 20,905 (4,009) 16,896
Income tax {charge)/credit 10 (6,316) 4,737  (1,579) (5.764) 2,692 {(3,072)
Profit/(loss) for the penod from continuing operations 17,912  (4,583) 13,329 15,141 (1,317) 13,824
Loss from ciscontinued operations 12 - - - (1.312) (17,273) {(18,585)
Net profit/(foss) for the penod 17,912 (4,583) 13,329 13,829 (18,590) ({(4,76%)
Attnbutable te
Shareholders of the Parent Company 17,795 (4,532} 13,263 13,748 (18,5551} {4,803)
Non-controlling interests 117 (51} 66 81 (39) 42
17,912 (4,583) 13,329 13,829 (18,590) {4,761)
Basic earnings per share (p)
From continuing operations 14 15 61 (397) 1164 14 45 {(123) 1322
From continuing and discontinued operations 14 15 61 (397) 1164 1319 {17 80) (4 61)
Diluted earmmings per share (p)
From continuing operations 14 1544 {393} 1151 14 36 {122) 1314
From continuing and discontinued operations 14 1544 (393} 1151 1311 (17 69} {4 58)

*  Non-underying items compnse restructunng costs provision releases operating results of non-contmuing sres acquistion costs adjustments to defermed consideration net profit on disposal
of poperty plant and equipment amoriisation of acquired ntangibles and other one-off items
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Consolidated Statement of Comprehensive Income

52 weeks to 52 weeks o

27 July 29 Juy

2012 2011

£'000 £000
Profit/{loss) for the perniod 13,329 (4,761)
Actuanal (loss)/gains on defined benefits pension schemes (11,256) 16,696
Transfers of gans on cash flow hedges to hedged items (5) 59
Gains on cash flow hedges 66 4
Tax credit/(charge) on items taken directly to equity 2,049  (4,697)
Other comprehensive (expense)fincome for the penod (9,146) 11,944
Total comprehensive income for the penod 4,183 7,183

Aftributable to

Shareholders of the Parent Company 4117 7141
Non-coniroling interests 66 42
4,183 7,183
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Consolidated Statement of Changes in Equity

Hedging
Capital Share and Non-
Share Share ESOP redemption opbon  translahon Other Retained controlling
capital premium reserve reserve reserve reserve  reserves  eamings interest Total
£000 £000 £000 £000 £ 000 £1000 £000 £'000 £000 £000
Batance at 31 July 2010 10,358 46,706 (1,913) 1,238 60 43 46,134 73,394 - 129,886
{Loss)/profit for the penod - - - - - - - {4,803) 42 (4,761)
Other comprehensive - - - - - (39) (39) 11,983 - 11,944
(loss)/income for the perod
Comprehensive (loss)/income - - - - - (39) (39) 7.180 42 7183
for the penod
Ansing on acquisition of - - - - - - - - 620 620
subsidiary {note 11)
Dmdends - - - - - - - (3,616) - (3,616}
Issue of share capitat 227 1834 769 - - - 2,603 (606) - 2,224
Recognition of share-based - - - - 284 - 284 - - 284
payments
Balance at 29 July 2011 10,585 48540 (1,144) 1,238 344 4 48,982 76,352 662 136,581
Profit for the perod - - - - - - - 13,263 66 13,329
Other comprehensive - - - - - a6 46 (9,192) - (9,146)
income/(loss) for the period
Comprehensive iIncome for - - - - - 48 46 4,071 66 4,183
the penod
Adjustment in respect of - - - - - - - - (13} (13)
acquisition of subsidiary
(note 11)
Dwdends - - - - - - - (5774} - (5,774)
Issue of share capital 1,398 9,467 788 - - - 10,255 (607) - 11,046
Recognition of share-based - - - - 767 - 767 - - 767
payments
Balance at 27 July 2012 11,983 58,007 (356) 1,238 1,111 50 60,050 74,042 715 146,790
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Consolidated Balance Sheet

27 July 29 July
2012 2011
Note £'000 £000
Assets
Non-current assets
Property, plant and equipment 15 56,361 62,376
Goodwill 16 87,169 67,443
Other intangible assets 16 31,325 11,522
Other financial assets 17 3,050 2,429
177,905 143,770
Current assets
Inventanes 18 7,038 7,182
Trade and other recevables 19 89,498 65110
Dervative financial instruments 19 76 4
Cash and cash equwalents 19 12,109 16,262
108,721 88,558
Total assets 286,626 232,328
Liabihties
Current habilities
Trade and other payabtes 2 79101 69,255
Income tax payable 1,752 3,283
Deferred consideration payable 4,731 1,677
Deferred income 22 824 376
Provisions 23 1,348 1,626
87,756 76,217
Non-current habilities
Loans 24 25,550 -
Retrement benefits obhigations 25 19,991 12,295
Deferred consideration payable - 2,621
Provisions 23 1,190 687
Deferred tax habilities 24 5,349 3,927
52,080 19,530
Total habihties 139,836 95,747
Net assets 146,790 136,581
Equity
Capital and resetves
Share capital 2r 11,983 10,585
Other reserves 60,050 48,982
Retained earnings 74,042 76,352
Attributable to shareholders of the Parent Company - 146,075 135919
Non-controlling interests - 715 662
Total equity 146,790 136,581

These financial statements were approved by the board of directors on 2 October 2012 and signed on its behalf by

Patrick Martell Matt Amitage
Chief Executive Chief Financial Officer
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Consolidated Cash Flow Statement

52weeksto S52weeksto
27 July 29 July
2012 2011
Note £'000 £000
Operating activities
Cash generated from operations s 10,822 22,282
Interest paid (1,442) (1,079)
Income taxes paid (5,700) (1,323)
Net cash generated from operating activities 3,680 19,880
Investing activities
Purchase of property, plant and equipment (6,426) (6,814)
Purchase of other intangibles (613) (2.070)
Proceeds on disposal of praperty, plant and equipment 4917 9,263
Disposal proceeds of subsidiaries, net of cash disposed 2,255 14,772
Acqguisition of subsidianes, net of cash acquired 11 (24,692) (12170)
Purchase of available-for-sale financial assets 17 (2,500} -
Net cash (used in)/generated from investing activities (27,059} 2,981
Financing activities
Dwvidends pad 13 (5774) (3,616)
Increase/(decrease) in bank loans 25,000 (13,494)
Net cash generated from/(used in} financing activities 19,226 (17,110)
Net (decrease)/increase in cash and cash equivalents (4,153) 5,751
Cash and cash equivalents at beginning of the penod 16,262 10,515
Effect of foreign exchange rate changes - 4
Cash and cash equivalents at end of the peniod 28 12109 16,262
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Notes to the Consolidated Financial Statements

1 General information

St lves pic 18 a company Incorporated in England and Wales under the Companies Act 2006 The address of the registered
office 15 One Tudor Street, London, EC4Y 0AH The nature of the Group’s operations and its pnncipat activities are set out In
the Business Review, pages 6 to 29

These consolidated financial statements (‘the financial statements’) are presented in Sterling because this is the currency
of the prnimary economic environment In which the Group operates

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

improvemenis te IFRSs 2010 (May 2010)

Amendments to IFRS 7 (October 2010} Financial Instruments Disclosures

Amendmenis to |IAS 24 (November 2009) Related Party Disclosures

Two interpretations 1ssued by the International Financial Reporting Interpretations Committee are effective for the current period
IFRIC 14 Prepayments of 2 Minimum Funding Reguirement

IFRIC 19 Extinguishing financial iabilities with equity

The adoption of these inierpretations has not led to any changes in the Group’s accounting pelicies

At the date of authornisation of these financial statements, the following Standards, Amendments and Interpretations which have
not been appled n these financial statements were In 1ssue but not yet effective (and In some cases had not yet been adopted
by the EU) The Group has not applied these standards in the preparation of the consclidated financial statements

IAS 1 {amendments) Presentation of Items of Cther Comprehensive Income, this standard 1s mandatory for accounting
periods eifective after 1 July 2012

IAS 12 {amendments)  Deferred Tax Recovery of Underlying Assets, this standard 1s mandatery for accounting pernocds
effective after 1 January 2012

AS 19 (revised) Employee Benefits, this standard 1s mandatary for accounting penods effective after 1 January 2013

IAS 28 (revised) Investments in Asscciates and Joint Ventures, this standard 1s mandatory for accounting periods
effective after 1 January 2013

IAS 32 (amendments)  Offsetting Financial Assets and Financial Liabifities, this standard 1s mandatory for accounting periods
effective after 1 January 2014

IFRS 1 {amendments})  Government Loans, this standard is mandatory for accounting periods effective after 1 January 2013

IFRS 9 Financial Instruments, this standard 1s mandatory for accounting periods effective after
1 January 2015
IFRS 10 Consolidated Financial Statements, this standard 1s mandatory for accounting penods effective after
1 January 2013
IFRS 11 Joint Arrangements, this standard 1s mandatory for accounting periods effective after 1 January 2013
IFRS 12 Disclosure of Interest in Other Eniities, this standard 1s mandatory for accounting penods efiective

after 1 January 2013

IFRS 13 Farr Value Measurement, this standard 1s mandatory for accouniing periods effective after
1 January 2013

In addition, ‘Annual Improvements 2009-2011 Cycle' includes amendments to a number of Standards and Interpretations
ncluding IAS 1, |AS 18, IAS 12, IAS 32, 1AS 34, IFRS 1 and IFRS 8 The effective date of all the amendments 1s for annual
periods beginning on or after 1 January 2013
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Notes to the Consolidated Financial Statements continued

2. Significant accounting poticies

The financial statements have been prepared 1n accordance with International Financial Repeorting Standards (IFRS’) adopted
by the European Union and IFRSs as 1ssued by the international Accounting Standards Board (1ASB') and Articte 4 of the EU
IAS Regulation

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

In the process of applying the Group's accounting polictes, management has made judgements as to the policies that have the
most significant effect on the amounts recognised n the financial statements The accounting estimates and assumptions that
management considers to be its critical accounting estimations are detalled and explamed in the Financial Review

Going concemn

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 1s contained in the Directors’ Report
on page 39

(a) Basis of consolidation

The consolidated financial statements incorporate the financial statements of the Company and entities controfled by the
Company (its subsidiary undertakings) for each penod Control 1s achieved where the Company has the power to govern
the financial and operating policies of an investee entity so as to obtain benefits from its activitres

The results of subsidianes acquired or disposed of during the period are included in the Conselidated Income Statement
from the effective date of acquisition or up to the effective date of dispesal, as appropriate

The Consoldated Income Statement does not consolidate hine by line the trading of operations classified as discontinued
operations These are shown on a single line under ‘Profit/(loss) from discontinued operations’ In the Consolidated Income
Statement

Where necessary, adjustments are made to the results of subsidianes to bring their accounting policies into ine wath those
of the Group All Intra-Group transactions, balances, ncome and expenses are elminated on consohidation

(b} Columnar classification in the Consolidated Income Statement

Income statermnent tems are presented in the middle column under the heading ‘non-underlying tems’ if they are significant In
size and do not occur in the normal course of business, ar 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 definition of a discontinued operation under IFRS 5 —
Assets held for sale and discontinued operations (In which case the site and its actvities are referred to as a ‘non-continuing
operation’), or if they compnse amortisation charges on acquired intangible asseis

{c) Revenue recognition

Revenue

Revenue 1s measured at the fair value of consideration received or recevable and comprises amounts recewvable for goods
and services, net of trade discounts, up-front payments, VAT and other sales-related taxes

Revenue for goods 1s recognised in the Consolidated Income Statement when the significant nsks and rewards of ownership
are transferred to the customer, normally on shipment of the product

Revenue for service Is recognised as services are delivered or in proportion to the level of services performed Revenue for the
level of services performed 18 recogrised using the stage of completion method when the outcome can be measured reliably
The stage of completion s determined using relevant entena including service performed as a percentage of total services or
as proportion of costs incurred

Income from advance billings 1s deferred and released to revenue when conditions for its recogmition have been fulfilled

Interest income
Interest income 1s accrued on a time basis, by reference to the prncipal outstanding and at the effective interest
rate applicable
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{d) Intangible assets

Goodwill

Goodwill anstng on the acquisiion of a subsichary represents the excess of the cost of the acquisiion over the net fair value of
the identifiable assets, habilhtes and contingent habilities of the subsidiary at the date of the acguwsition Fair value s finalised
within 12 months of the date of the acquisition Goodwill 1s not amorused but reviewed for mparment annually in accordance
with the impairment of goodwill policy set cut below

Other intangible assels — computer software

Computer software that 1s not integral to an item of property, plant or equipment 1s classified as an intangible asset and 1s held
on the Consolidated Balance Sheet at cost These assets are amortised over their estimated useful lives, which 1s generally two
to five years

Other intangible assets — customer relationships
Customer relationships identified as separable intangible assets i the context of business combinations are capitabsed at thewr
fair value at the date of acquisition They are amortised over thetr estimated useful lives, which 1s generally eight to ten years

Other intangible assets — proprietary techmgues
Proprietary techniques identified as separable intangible assets (n the context of business combinations are capitalised at ther
fair value at the date of acquisiion They are fully amortised over their esbmated useful life which 1s generally eight years

{e) Property, plant and equipment
Property, plant and equipment held for use in the production or supply of goods, or for administration purposes 15 stated in the
Consolidaied Balance Sheet at deemed cost less any accumulated depreciation and impairment losses

Costs are recognised as an asset only when 1t 1s probable that fuiure economic benefits associated with the item will flow to the
Group and the cost of the item can be measured reliably All repars and maintenance are charged to the Consolidated Income
Statement during the period in which they are incurred

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

Freehold land 1s not depreciated

Depreciation 1s 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 therr estimated useful lives, using the straight-line method, on the following basis

Freehold bulldings 2% ~ 4%
Long leases Period of lease
Plant and machinery 10% - 33'1%
Fixure, fitings and equipment 10% - 33'1%
Motor vehicles 20 - 25%

The gain or loss ansing on the disposal or retirement of an asset 1s determined as the difference between the sale proceeds
and the earrying amount of the asset and 1s recognised in the Consolidated Income Statement

(f) Impaiment 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 determine whether there 1s any indication that those assets have suffered any imparment loss

i any such indication exists, the recoverable amount of the asset 1s estimated in order to determine the extent of the impairment
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 asset belongs

The recoverable amount is the higher of farr value less costs to sell and value-in-use In assessing value-in-use, the estimated
future cash flows are discounted to therr present value using a pre-tax discount rate that reflects current market assessment of
the time 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 continued

2. Significant accounting policies continued

If the recoverable amount of an asset {or cash-generating unit) ts estimated to be less than its carrying amount, the carrying
amount of the asset {cash-generating unit} I1s reduced to its recoverable amount Animpairment loss 1s recognised immediatety
as an expense In the Consolidated Income Statement

Where an imparrment 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 imparrment loss been recognised for the asset (cash-generating unit) in prior penods

A reversal of an impairment loss 1s recognised as income immediately in the Consolidated Income Statement

(g) Impairment of goodwill

Goodwill ansing on acquisition 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 1s monitored by the Group's board of
directors for internal management purposes The recoverable amount of the group of cash-generating units to which goodwali
has been allocated s tested for impawment annually on a consistent date dunng each financial year, or more frequently when
such events or changes In circumstances indicate that it may be impaired

Any impairment 1s recognised immediately in the Consolidated Income Statement Impairments of goodwill are not
subsequently reversed

{h) Inventones
Inventories 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 bringing the inventones to therr present Jocation and condition Cost 1s valued on a firstin, first out ('FIFO’) basis
Net realisable value 1s the estimated selling price less the estimated costs of completion and costs to be incurred in selling
and distribution

(1) Tax
The tax expense in the Consolidated Income Statement comprises tax currently payable and deferred tax

The tax currently payable 1s based on the taxable profit for the penod Taxable profit differs from net profit as reported in the
Consolidated Income Statement because it excludes items of Income and expense that are taxable or deductible in other
periods and it further excludes items that are never taxable or deductible The Group's hability for current tax 1s calculated
using tax rates that have been enacted or substantively enacted at the bafance sheet date

Deferred tax 1s recognised on differences between the carrying amounts of assets and lliabilities 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 habilities are generally recogmsed for all taxabte temporary differences and deferred tax assets are
recognised to the extent that it 1s probable that taxable profits will be avallable against which deductible tempaorary differences
can be utiised Such assets and habillies are not recognised If the temporary differences anse on goodwilt or from the imitial
recognition {other than business combinations) of other assets or labilities 1n a transaction that affects neither the tax profit

nor the accounting profit

Deferred tax labilities are recognised for taxable temporary differences ansing on investments in subsichanes, except where the
Group 15 able to contral the reversal of the temporary difference and it 1s probabte that the temporary difference will not reverse
In the foreseeable future

The carrying amount of deferred tax assets I1s reviewed at each balance sheet date and 1s reduced to the extent that it 1s no
longer probable that sufficient taxable profits will be available to allow all or part of the asset to be recovered

Deferred tax 1s calculated at the tax rates thal are expected to apply in the period when the liability 15 settled or the asset s
realised Deferred tax 1s charged or credited to the Consohdaled Income Statement, except where it relates to tems charged
or credited directly to equity, In which case the deferred tax 1s also dealt with in equity

Deferred tax assets and labihties are offset when there is a legally enforceable nght to offset current assets against current
habihties and when they relate to income taxes levied by the same taxation authonty and the Group intends to seitle its current
tax assets and liabililes on a net basis
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()) Government grants

Government grants relating to property, plant and equipment are treated as deferred income and released to the Consolidated
Income Statement over a penod to match the expected useful lives of the assets to which they refate Grant income 1s
recognised separately from the related expense

(k) Provisions

Provisions are recognised when the Group has a present obligation as a result of a past event, and it 1s probable that the
Group will be required to settle the obligation, and its value can be reliably estmated When a provision needs to be released,
the provision 1s taken back to the Consolidated Income Statement within the Iine where it was initially booked

Prowvisions for repairs
Provisions for repairs are made where the Group 1s committed under the terms of the lease (o make repairs to leasehold
property The provision 1S made for the estimated cost over the period of the lease

Provisions for restructuring costs
Provisions for restructuring costs are recogrised when the Group has a detalled formal plan for the restructuring that has
been communicated to affected parties

(I} Foreign currencies

Transactions in foreign currencies other than Sterling are translated al the exchange rate ruling at the date of the transaction
Monetary assets and labilittes denominated in foreign currencies al 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 Consolidated Income
Statement Non-monetary assets and liabilities that are measured in terms of historical cost In a foreign currency are transfated
using the exchange rate at the date of the transaction and not retranslated each penod end Non-monetary assets and liabilities
denominated in foreign currencies that are stated at fair value are translated to Sterling at exchange rates ruling at the date the
far value was determined Exchange gains and losses ansing on the retranslation of non-monetary assets and liabilities are
recognised directly in a separate component of equity

On consolidation, the assets and liabilities of the Group's foreign operations are translated into Stering at the rates prevailing
at the balance sheel date Income and expense kems and the cash flows of foreign operations are translated at the average
exchange rates for the penod, except for individually material items which may be translated at the exchange rate on the date
of the transaction Exchange differences arising on retranslation of non-monetary assets and habilites are recognised directly
In a separate component of equity

Such translation differences are recognised in the Consolidated Income Statement in the perod i which the foreign operation
15 disposed of

Goodwill and fair value adjustments ansing on the acquisition of a foreign aperation are treated as assets and habilies of the
foreign operation and translated at the closing rate

(m) Borrowing costs

Borrowing costs directly attnbutable to the acguisition, construction or producton of qualifying assets, which are assets that
necessanly 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 intended use or sale

Investment income earned on the temporary investment of specific borrowings pending their expenditure on qualtfying assets
1s deducted from the borrowing costs elgible for capitalisation

All other borrowang costs are recognised in profit or loss i the period in which they are incurred
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2. Significant accounting policies continued

(n) Financial instruments

Financial assets and financial labilittes are recognised In the Consolidated Balance Sheet when the Group becomes a party
to the contractual provisions of the instrument

Trade receivables

Trade receivables 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 Consolidated 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-beanng bank loans and overdrafts are recorded as the proceeds recevable, net of direct 1Issue costs Finance charges
are accounted for on an accruals basis to the Consolidated Income Statement using the efiective interest rate method and are
included in creditors to the extent that they are not settled in the period in which they anse

Available for sale investments

Unlisted shares held by the Group are classified as being avallable-for-sale and are stated at fair value Farr values of unlisted
shares are based on cost Gains or losses arising from changes in fair value are recognised directly in equity, until the security
15 disposed of or 1s determined to be impaired, at which time the cumulative gain or loss previously recognised in equity 1S
included in the Consolidated Income Statement for the period

Unsecured loan notes

Floating Rate Guaranteed Loan Notes are recorded at their nominal value Interest payable 1s accounted for on an accruals
basis to the Consolidated Income Statement using the effective interest rate method and 15 included in creditors to the extent
that it I1s not settled in the penod in which it anses

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

Denwvative financial instruments and hedge accounting

The Group’s activities expose it primarily to the financial nisks of changes in foreign currency exchange rates and interest rates
The Group uses dervative financial iInstruments to hedge its exposure to foreign exchange for the purchase of capital
equipment denominated in foreign currencies and the sale of goods similarly dencminated

The use of financial denvatives is governed by the Group's policies approved by the board of directors, which provide wntten
principles on the use of financial denvatives consistent with the Group’s nsk management strategy The Group does not hold or
1ssue denvative financial iInstruments for speculative purposes

Changes Iin the farr value of denvative financral 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 Consolidated
Income Statement

If the cash flow hedge of a firm commitment or forecast transaction results in the recogmtion of an asset or hability, then, at the
time the asset or lability 1s recognised, the associated gains and losses on the dernvative that had previously been recognised
In equity are included in the initial measurements of the asset or lability For the hedges that do not result in the recognition of
an asset or kability, amounts deferred in equity are recognised in the Consolidated Income Statement in the same period as
gans or losses are recognised on the hedged item

The gain or loss on hedging nstruments relating o the effective porion of a net investment hedge 15 recognised in equity and
the ineffective portion 1s recognised immediately in the Consohdated Income Statement Gains or losses accumulated in equity
are included in the Consolidated Income Staternent when the foreign operations are disposed of
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Hedge accounting 1s discontinued when the hedging instrument expires or 1s sold, terminated, or exercised, or no longer
qualifies for hedge accounting

At that time, any cumulative gain or loss on the hedgmg instrument recognised in equity 1S retained in equity until the forecast
transition occurs If a hedge transaction 1s no longer expected to occur, the net cumulative gan or l0ss previously recognised
i equity 1s included in the Consclidated Income Statement for the penod

Derwvatives embedded n other financial instruments or other host contracts are treated as separate dervatives when ther rnisks
and characteristics are not closely related to those of their host contracts and the host contracts are not carnied at fair value with
unrealised gains or losses reported in the Consolidated Income Statement

Those denvatives which are not designed as hedges are classified as held for trading and gains and losses on those
nstruments are recognised immedately in the Consolidated Income Statement

(o) Retirement benefits
The Group operates both defined benefits and defined contnbution schemes for its employees Payments to the defined
contnbution schemes are expensed to the Consolidated Income Statement as they fall due

For the defined benefits pension scheme fulf actuanal calculations are carned oul every three years using the projected unit
credit method and updates are performed for each financial year end Actuanal gains and losses are recogrused in full in
the penod i which they occur They are recognised outside the Consolidated Income Statement and presented in the
Consolidated Statement of Comprehensive income

The retirement benefits obligation recognised 1n the Consolidated Balance Sheet represents the present value of the defined
benefits obligations and unrecognised past service costs, and as reduced by the fair vafue of the scheme's assets

Any asset resulting from this catculation 1s hmited to past service costs, plus the present value of available refunds and
reductions to the scheme

Past service cost 1s recognised immed ately to the extent that the benefits are already vested, and otherwise 15 amortised
on a straight-line basis over the average penod until the benefits become vested

{p) Share-based payments

The Group makes equity-settled share-based payments to certain employees, which are measured at fair value at the
date of the grant The farr value determined at the grant date of the equity-settled share-based payments 1s expensed on a
straight-line basis over the vesting period, based on the Group's estimate of shares that will eventually vest The far value
of share options 1ssued 1s measured using a binomial model, for the effects of non-transferability, exercise restrict:ions and
behavioural considerations

{q) 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 leases are charged to the Consolidated Income Staternent in equat amounts over the terms
of the lease

Assets held under finance leases are recognised as assets of the Group at their fair value or, if lower, the present value of the
minimym lease payments, each determined at the inception of the lease The corresponding hability to the lessor s included

in the Consolidated Balance Sheet as a finance lease obligation Lease payments are appartioned between finance charges

and reduction of the lease obligation so as to achieve a constant rate of interest on the remaining balance of the habiiity
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2 Significant accounting policies continued

{r) Business combinations

Acguisitions of subsidianes and businesses are accounted for using the acquisition method The consideration for each
acquisiion 1s measured at the aggregate of the far values (at the date of exchange) of assets given, llabilities incurred or
assumed, and equity instruments 1ssued by the Group in exchange for control of the acquiree Acquisition-related costs
are recognised in profit or loss as incurred

Where applicable, the consideration for the acquisiion includes any asset or lability resulting from a contingent consideration
arrangement, measured atits acquisition-date farr value Subsequent changes in such fair values are adjusted against the
cost of acquisiion where they qualify as measurement period adjustments (see below) All cther subsequent changes In the
fair value of contingent consideration classified as an asset or hiability 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 i1s achteved in stages, the Group's previously-held interests in the acquired entity are
remeasured to far value at the acquisition date {1 e the date the Group attains control) and the resulting gain or 1oss, if any,

1S recogmised in profit or loss Amounts ansing from interests in the acguiree prior to the acquisition date that have previously
been recogrised In other comprehensive income are reclassified to the Consolidated Income Statement, where such treatment
would be appropnate if that interest were dispased of

The acquiree’s identifiable assets, labiliies and contingent labilittes that meet the conditions for recognition under IFRS 3
(2008) are recognised at their fair value at the acquisition date, except that

« deferred tax assets or labilites and liabilities or assets related to employee benefit arrangements are recognised and
measured 1n accordance with IAS 12 Income Taxes and IAS 19 Employee Benefits respectively,

« llabiities or equity instruments related to the replacement by the Group of an acgquiree’s share-based payment awards are
measured in accordance with IFRS 2 Share-based Payment, and

« assets (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 imitial accounting for a business combination 1s incomplete by the end of the reporting pencd n which the combination
occurs, the Group reports provisional amounts for the items for which the accounting 1s incomplete Those provisionat amounts
are adjusted dunng the measurement penod (see below), or additional assets or kabilities are recognised, to reflect new
information obtained about facts and circumstances that existed as of the acquisiion date that, if known, would have affected
the amounts recognised as of that date

The measurement penod 15 the penod from the date of acquisition 1o the date the Group obtains complete information about
facts and circumstances that existed as of the acquisttion date, and 1s subject to 2 maximum of one year

The value of non-controlling interests 1in subsidiaries 1s calculated initially as their share of identifiable net assets, and (s
subsequently adjusted by their share of cemprehensive income

{s) Critical accounting jJudgements
In the course of applying the Group's accountng 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 inappropnate

Impamrment of goodwilf

Determining whether goodwill 1s impaired requires an estimation of the value-in-use of the cash-generating units for which
goodwill has been identified In armving at the value in use an estimabon of the future cash flows of cash-generating units
and selecting appropnate discount rates 1s required to calculate present values, a process which involves esimation The
recoverability analysis indicates that the carrying amount of geodwall wilt be recovered in full The situation will be monitored
closely should future developments indicate that adjustments are appropnate The carmying value of goodwill at the balance
sheet date was £87 1 milion (2011 — £67 4 million)

Impairment of acquired intangibles and p/fant and machinery

The Group considers the recoverability of acquired intangibles and plant and machinery which 1s included withmn the
Consolidated Balance Sheet at £29 0 million and £20 3 milhon respectively The key areas of judgement when assessing the
recoverability of these assets are in relation to the forecast growih raies and discount rates to be appled to forecast cash flows
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Reftirement benefits obligations

The calculation of retirement benefits obhgations requires estimates to be made of discount rates, inflation rates, future salary
and pension mcreases and mortality The net labiity in the Consolidated Balance Sheet for retirement benefits obligations 1s
£20 0 mullion (2011 - £12 3 million)

Allowances against amounts receivable

The Group considers the recoverability of certain customer and other recevable balances Determiming whether an allowance
against these balances I1s required involves an assessment of the ability of counterparties to make required payments If the
financial positions of the counterparies were to detenorate, affecting their ability to make payments, additiona) allowances

may be required in future perods The Group maintans credit insurance covernng its larger trade debtors, a ngorous system

of credit control1s applied and amounts recevable are contnually monitored Management 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 from continuing operations as defined by International Accounting Standard 18 — ‘Revenue’ i
15 as follows

|

2012 2011
£000 £000

Continuing operations

Revenue from the sale of goods and rendenng of services 329,459 297,244

Investment income (note 8) 15,239 13,973

Total revenue 344 698 311,217

4 Segment reporting

The Group manages its business on a market segment basis The nature of the market segments 1s descrbed in the Business
Review The Print segment comprises the Group’s Books, Exhibition and Events, Point of Sale and Direct Response businesses
The Marketing Sernvices segment compnises the Data Marketing, Field Marketing and Consultancy Services businesses

Duning the current period, the Group acquired a Data Marketing business, Response One, and two Consultancy Services
businesses, Pragma and Incite The acquired entities are recorded within Marketing Services tegether with Occam, a Data
Marketing business, and Tactical Solutions, a Field Marketing business

As detalled in Note 12, the Group’s Magazine printing business was sold on 6 Apnl 2011 and 1s classified as a discontinued
operation throughout the comparative pened and 1s not included within segmental reparting

Inter-segment sales are charged at arm’s length prices Corporate costs before non-underlying tems are allocated to
revenue-generating segments as thius better reflects thewr profitability
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4 Segment reporting continued
Business segments

52 weeks 1o 27 July 2012
Marketing

Print Services Ellminations Total

£000 £000 £000 £'000
Revenue
External sales 280,327 47,049 - 327,376
Group sales 211 608 (819) -
Underiying revenue 280,538 47,657 (819) 327,376
Non-underlying revenue 2,083 - - 2,083
Total revenue 282621 47,657 (819) 329,459
Result
Result before non-underlying items 20,442 4,011 — 24,453
Non-underlying items (5,608) (3,712) - {9,320}
Profit from operations 14,834 299 - 15133
Investment income 15,239
Finance costs {15,464)
Profit before tax 14,908
Income tax charge (1,579)
Profit for the period from continuing operations 13,329

52 weeks to 29 Juty 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
Segmental result before non-underlying items 20,870 450 21,320
Non-underlying items (2,483) (1,526) {4,009)
Profit/{loss) from operations 18,387 {1,076} 17,311
Investment iIncome 13,973
Finance costs {14,388)
Profit before tax 16,896
Income tax charge (3.072)
Profit for the period from continuing operations 13,824
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Other information (excluding discontinued operations)

52 weaks to 27 July 2012
Marketing

Print Services Total

£'000 £1000 £'900

Capital addiions 4,999 1,084 6,083

Deprecialion and amortisation 7.805 4,588 12,393

Impairments 832 - 832

52 weeks to 29 July 2011

Marketing
Pnint Sepaces Total
£000 £'000 £1000
Capital additions 8,850 530 9,380
Depreciation and amortisation 9,914 1,478 11,392
Impairments 3,508 - 3,508
Balance sheet
27 July 2012
Marketing
Print Services Total
£'000 £°000 £'000
Assets
Segment assets 185,377 86,090 271,467
Unallocated corporate assets 15,159
Consolidated {otal assets 286,626
Liabilities
Segment habilities 71,706 15488 87,194
Unallocated corporate liabilities 52,842
Consolidated total habilities 139,836
29 July 2011
Marketng
Print Senices Total
£'000 £000 £000
Assets
Segment assets 176,214 37,423 213,637
Unallocated corporate assets 18,691
Consolidated total assets 232,328
Liabilities
Segment habilities ! 72,300 39842 76,242
Unallocated corporate liabilities 19,505

Consolidated total hlabilities 05,747
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4. Segment reporting continued
Geographical segments

The Print and Marketing Services segmenits both operate pnmanly in the UK, dernving maore than 80% of therr revenues and

profits from operations and customers located in the UK

The largest customer of the Group accounted for £32 2 mithon (2011 - £33 2 million) of revenue in the current period

Reconciliation of segment assets and liabilities

27 July 29 July
2012 2041
£000 £000

Unallocated corporate assets compnse

Financial assets 3,050 2,429

Cash and cash equivalents

12,109 16,262

Unallocated assets as per balance sheet

15,9159 18,691

Unallocated corporate habilities comprise
Deferred tax liabilities

Current tax payable

Loans and bank overdrafts (non-current)
Retrement benefit obligations

5463 3,927
1,752 3,283
25,550 -

19,991 12,295

Unallocated habihties as per balance sheet

52,756 19,505

5 Profit/(loss) from operations
Profit/(loss) from operations has been arnived at after charging/(crediting)

Continuing operations Discontinued operations Total

2012 2011 2012 2011 2012 2011

€000 £000 £000 £000 £'000 £000
Auditors’ remuneration
Audit fees
— Audit of the Company accounts 68 69 - - 68 69
— Audhit of the accounts of the Company's subsidianes 197 178 - - 197 178
Other assurance 25 28 - - 25 28
Non-audit fees
Corporate finance services 85 55 - - 85 55

375 330 - - 375 330
Staff costs (note 6) 98,340 92947 - 16435 98,340 109,382
Deprectation of property, plant and equipment {note 15) 7,837 9,551 - 3,058 7,837 12,609
Impairment of property, plant and equipment {note 15) 832 3,392 - 13526 832 16,918
Impairment of software (note 16) - 116 - - - 116
Amortisation of intangible assets (note 16) 4,556 1,841 - 53 4,556 1,894
Operating lease rentals
—land and bulldings 1,309 1,083 - 175 1,309 1,268
— plant and equipment 1,356 1,371 - 10 1,356 1472
- other 1,488 460 - 22 1,488 482
Profit on disposal of property, plant and equipment {1,605} (4,481) - (19  (1,605) (4.500)
Regional grant amortisauion (note 22) - - - (465) - (465)
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6. Staff costs
The average monthly number of employees (including executive directors) was
Continuing operations Discontinusd operations Total
2012 2011 2012 2011 2012 20m
Number Number Number Number Number Nurmber
Production 2,026 2,004 - 598 2,026 2,602
Sales 450 437 - 21 450 458
Administration 418 374 - 101 418 475
2,894 2,815 - 720 2,894 3,635
Therr aggregate remuneration comprised
2012 2014 2012 2011 2012 2011
£000 £000 £'000 £000 £'000 £000
Wages and salares 85,496 80,664 - 14,745 B5496 05,409
Social security costs 9,205 9,049 - 868 9205 10,017
Other pension costs 2,872 2,950 - 722 2872 3,672
97,573 92,663 - 16,435 97,573 109,098
Share-based payment (note 30) 767 284 - - 767 284
98,340 92,947 - 16,435 98,340 109,382

The number of employees in discontinued operations for 2011 represents an average calculated over the period from

30 July 2010 to 6 Apnl 2011, the date of disposal

7 Non-underlying items

Non-underlying tems disclosed on the face of the Consolidated Income Statement included in respect of continuing

operations are as follows

2012 20m
£'000 £000
Expensef/{income}
Rastructunng items
Redundancies, imparrments and other charges 6,699 6,788
Provision releases - (316)
Profit on disposal of property, plant and equipment (1,421} (4,299)
5,278 2,173
Other
Operating losses from non-continuing sites 601 16
Amortisation of acquired intangibles 3,729 1,148
Costs assoclated with the acquisition of subsidianes and other investments 1,384 608
Reduction in deferred consideration of acquired subsidianes (1,689) -
Remaining other non-underlying expenses 17 63
9,320 4,009

Income tax credit

(4,737)  (2.692)

4,583 1,317
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7 Non-underlying items continued

Restructuring tems

Current penod

Inctuded within redundancies, impairment and other charges are redundancies and other charges of £4,333,000 refating to
the closures of the Blackburn and Westerham sites  Also included are redundancies and other charges of £1,314,000 relating
to restructunng activities in the Direct Response, Point of Sale and Exhibition and Events businesses The activities of the sites
and businesses are recorded within the Print segment An impairment charge of £832,000 was recognised in respect of the
cisposal of the Crayford buitding Redundancy costs of £220,000 were recorded in the Data Marketing business, part of the
Marketing Services segment

Profit on disposal of fixed assets Includes a £1,427,000 gain on disposal of plant and machinery folfowing the closure of the
Blackburn and Westerham sites, all within the Print segment

Prior perrod

Included within redundancies, impairment and other charges are impairments of £3,508,000 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 actwvities principally in the Direct and Service
Graphics operating businesses Provision releases include the release of £316,000 in respect of costs associated with the
Edenbridge 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 buldings at the Edenbndge site, offset by losses on disposal of pfant and machinery
following the relocation of certain operations of Service Graphics to a new site Al restructuning items are recorded within

the Print segment

Other

Current pertod

Operating losses from non-continuing sites classified as non-underlying items relate to operating results arising after the
decision to close a site In the current period, £601,000 arose 1n respect of the Blackburn and Westerham siies Amortisation of
acquired mntangibles relates to customer relationships and proprietary techmiques acquired with Incite, Pragma and Response
One in the current perod as well as to customer relationships and in-house developed software acquired with Occam and
Tactical Solutions in prior periods Costs assoctated with the acquisition of subsidiaries and investments inciude £370,000 in
respect of the Incite, Pragma and Response One acquisitions and £414,000 in respect of the Easypress Group and Sponge
invastments The fair value of the second tranche of deferred consideration payable in respect of the Tactical Solutions
acquisition was reduced by £1,689,000

Prior perrod

In the prior period, cperating losses from non-continuing sites arose in the Edenbnidge site Amortisahion of acquired intangibles
relates to customer relationships and in-house developed software acquired with Occam and Tactical Solutions In prior penods
Costs associated with the acquisition of subsidiaries of £608,000 relate to the Tactical Solutions acquisition, principally
professional advisers’ fees

Tax
In the current perod, 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 corporation tax rate from 25% to 23% (2011 - 27% lo 25%)

8 Investment income

2012 2011
£'000 £1000
Interest on bank deposits 6 3
Expected return on defined benefit pension scheme assets (note 25} 15,009 13,888
Notional interest on loan notes receivable 224 72

15,239 13,973
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9 Finance costs

2012 2041
€000 £000
Interest on bank overdrafts and loans 1,486 895
Notional interest on deferred consideration payable 71 46
1,557 1,044
Finance charge on retirement benefits obligatiens (note 25) 13,907 13,347
15464 14,388
10. Income tax charge/(credit)
Income tax an the profit/{loss) as shown in the Consolidated Income Statement 1s as follows
Continuing operzhions Discontinued operations Tota!
2012 2014 2012 2011 2012 2011
£000 £1000 £'000 £000 £'000 £000
United Kingdom corporation tax charge/{credit) at 25 35%
{2011 - 27 33%)
Current pericd 3,842 4,891 - 456 3,842 5,347
Adjustments In respect of prior penods 28 (838) - 148 28 (690)
Total current tax charge 3,870 4,053 - 604 3,870 4,657
Deferred tax on ongination and reversal of
temporary differences
United Kingdom deferred tax (credit)/charge (1,303} (1,123) - 84 (1,303) (1,059)
Adjustments in respect of prior periods (988) 142 - 139 (988) 281
Total deferred tax (credit)/charge (note 24) (2,291) (981) - 203 (2,291) (778}
Total income tax charge 1,579 3,072 - 807 1,579 3.879
The income tax charge/(credit) on the profit/(loss) before and after non-underlying lems is as follows
Continuing operat Discontinued operations Total
2012 2011 2012 2011 2012 2011
£'000 £1000 £000 £000 £'000 £'000
Tax charge on profit before non-underlying tems 6,316 5,764 - 439 6,316 6,203
Tax (credit)/charge on non-underlying items {4,737) (2,692) - 368 (4,737) (2.324)
1,579 3.072 - 807 1,579 3,879
The charge can be reconciled to the profit before tax shown in the Consolidated Income Statement as follows .
Continuing operations Discontinued operations Total
2012 2011 2012 2011 2012 2011
£'000 £000 £'000 £000 £'000 £000
Profit/(loss) before tax 14,908 16,896 - (17,778) 14,908 (882)
Tax calculated at a rate of 25 35% (2011 - 27 33%) 3,779 4,617 - (4,858) 3,779 (241)
Non-deductible charges on impairment of assets - - - 4,641 - 4,641
Expenses not deductible for tax purposes 654 561 - 734 654 1,295
Non-taxable iIncome (12) {583) - - {12) (583)
Effect of alternative use tax basis on sale of bulldings (957) (595) - - (957) (595)
Effect of change in UK corporate tax rate ! (925) (232} - 4 (925) (228)
Adjustments in respect of pnor periods & {960) (696} - 286 (960) (410)
Total income tax charge ! 1,579 3,072 - 807 1,579 3,879
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11. Acquisitions

Response One

On 14 September 2011, the Group acquired 100% of all classes of shares in Response One Holdings Limsted Response One
Holdings Limited owns 100% of Response One Limited (‘Response One’), a provider of data marketing services Goodwill
ansing on the acquisition relates to the value of future growth from new customers and of the assembled workforce

Purchase pnce allocation

Historical Fair value Fair value of
net 2ssats  adjustments  net assats

£000 £000 £'000
Customer relationships - 11,244 11,244
Software - 1,103 1,103
Property, plant and equipment 162 - 162
Avallable for sale financial assets 802 (252) 550
Trade and other recevables 4,142 330 4,472
Bank balances and cash 4,667 (27) 4,640
Trade and other payables (5,228) (1,136} (6,364)
Deferred tax habilities (184} (2,921) (3,105)
Net assets acquired 4,361 8,341 12,702
Goodwill ansing on acquisition 10,379
Total consideration 23,081
The fair value of the components of the total consideration payable are as follows

£'000
Paid in cash in the current perod 17,398
St lves plc ordinary shares 1ssued in the current pentod 5,683
Total consideration 23,081
The acquisition had the following impact on investing cash outflows in the current period

£'000
Cash paid 17,398
Less cash acquired (4,640)
Net cash outflow 12,758

Had Response One heen acquired at the beginming of the current penod, it would have had the following incremental rmpact
on revenue and operating profit for the Group in the current penod

£1000
Revenue 2,723
Operating profit 398
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Pragma

On 20 September 2011, the Group acquired 100% of all classes of shares in Pragma Holdings Limited, which owns 100%
of Pragma Consultancy Limited (‘Pragma’), a provider of consultancy services to businesses m the retail and consumer
strategy sectors Goodwill ansing on the acquisition relates to the value of future growth from new customers and of the
assembled workforce

Purchase pnce allocation

Histerical Falr vatue Fair value of
net assets adjustments not assets

£'000 £'000 £'000
Proprietary techniques - 2,649 2,649
Property, plant and equipment 53 - 53
Trade and other recevables 731 29 760
Bank balances and cash 1,067 - 1,067
Trade and other payables (885) (53} (938)
Deferred tax hlabilities - (636) (636)
Net assets acquired 966 1,989 2,955
Goodwill ansing on acquisition 2,595
Total consideration 5,550
The fair value of the components of the total consideration payable are as follows

£000
Paid 1n cash in the current penocd 3,800
St Ives plc ordinary shares issued in the current penod 1,750
Total consideration payable 5,550
The acguisition had the following impact on investing cash outflows n the current period

£'000
Cash pad 3,800
Less cash acquired (1,067)
Net cash outflow 2,733

Deferred consideration Is payable in two tranches which are dependent upon the leve! of EBITDA achieved by Pragma In the
years ending 31 March 2012 and 31 March 2013 respectively The first of these was settted by cash of £1,086,000 and 835,596
newly 1ssued ordinary shares m St lves plc The second deferred consideration 1s estimated to be £nil The total consideration
payable 1s capped at £6,000,000 excluding a working capital adjustment of £823,000

Had Pragma been acquired at the beginning of the current penod, it would have had the following incremental impact on
revenue and cperating profit for the Group in the current period

£000
Revenue 498
Operating profit 147
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11. Acquisitions confinued

Incite

On 28 February 2012, the Group acquired 100% of all classes of shares in Incite Marketing Planning Limited (‘incite’), an
industry leading market research and msights consultancy Goodwill ansing on the acquisiion relates to the value of future
growth from new customers and of the assembled workforce

Purchase price allocation

Histoncal Fair value Fair value of
net assets adjustments  net assets

£000 £'000 £000
Customer relationships - 8,720 8,720
Property, plant and equipment 315 - 315
Trade and other recevables 3,849 - 3,849
Bank balances and cash 2,810 - 2,810
Trade and other payabtes {2,804) (61) (2,865)
Deferred tax habilities (16) (2,006) (2,021)
Net assets acquired 4,155 6,653 10,809
Goodwill arising on acquisition 6,215
Total consideration 17,024
The fair value of the components of the total consideration payable are as follows

£'000
Paid in ¢cash in the current period 10,382
St Ives plc ordinary shares issued in the current penod 3,432
Estimated consideration payable in cash and shares 3,210
Total consideration 17,024
The acquisition had the following )mpact on investing cash outflows in the period

£'000
Cash paid 10,382
Less cash acquired (2,810)
Net cash outflow 7,572

Deferred consideration is payable in three tranches which are dependent upon the level of EBITDA achieved by Incite in the
years ending 29 February 2012, 28 February 2013 and 28 February 2014 respectively The first of these was settled by cash of
£1,594,000 and 967,561 newly 1ssued ordinary shares in St lves plc The total consideration payable 1s capped at £17,500,000
excluding a working capital adjustment of £2,374,000

Had Incite been acquired at the beginning of the current penod, it would have had the following incremental impact on revenue
and operating profit for the Group in the current period

£000
Revenue 6,105
Operating profit 1,104
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Tactical Solutions

In the prior penod, on 9 February 2011, the Group acquired 80% in aggregate of all shares 1n Taciical Solutions UK Limited
(‘Tactical Solutions'), a provider of field marketing sernces Deferred consideration for Tactical Solutions 1S payable in two tranches,
based on the EBITDA achieved for the calendar years 2011 and 2012 The Group paid £1,629,000 in respect of the first tranche

of deferred consideration 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 Tactcal 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

The final allocation of the purchase price payable for Tactical Solutions is as follows

Historical Falr value Felr value of
net assets adjustments  net assets
£'000 £'000 £000
Customer relationships - 6,840 6,840
Property, plant and equipment 219 - 219
Trade and other receivables 3,069 162 3,221
Bank balances and cash 169 - 169
Trade and other payables (2,266) (275) (2,541)
Deferred tax liabtities 1 (1,847) (1,846)
Net assets acquired 1,192 4,880 6,072
Goodwill ansing on acguisition 13,597
Non-controlling interest (607)
Total consideration 19,062
The fair value of the components of the total consideration payable are as follows
£'000
Paid i cash prior to 29 July 2011 12,339
St Ives plc ordinary shares 1ssued prior to 29 July 2011 2,000
Estmated consideration payable in cash 4,723
Total consideration 19,062

The adjustments made in the current period to the fair value of consideration payable and to the allocation of consideration to
acquired assets are summansed as follows

At 29 July At 27 July

2011 Adjustments 2012

£000 £000 £'000

Far value of consideration 18,637 425 19,062
Allocated to

Identifiable net assets acquired 6,197 (125) 6,072

Goodwill ansing on acquisition 13,060 537 13,597

Non-controlling interest {620) 13 {607)

! 18,637 425 19,062

These amounts are not considered to be maienal and are shown in the current year There are no other changes to the
acquisition fair vatues disclosed in the 2011 financial statements

The acquisiion had the following impact on investing cash outflows in the current penod

! £000
Cash paid in the period 1,629
Net cash outflow in the period 1,629

As at 27July 2012, there was an adjustment to the second tranche of deferred consideration, resulting in a reduction
of £1,689,000 The adjustment 1s shown as a non-underlying item in the Consolidated Income Statement (see note 7)
The farr value of consideration payable at 27 July 2012 was £1,521,000
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12. Discontinued operations

In the prior period, on 6 April 2011, the Group completed the disposal of the four aperating subsiciaries that made up the
Group's Magazine pnnting bustness, namely St lves Peterborough Limited, St tves Plymouth Limited, St lves Roche Limited
and St lves Web Limited ('the Magazine pninting business”) The Magazine pnntng business was classtfied as a discontinued

operation in the prior penod

The profit after tax for the pnor penod from the discontinued operation s analysed below

Loss from discontinued operations

31 July 2010
to 6 Apnl 2011
£000
Loss from the Magazine printing business before non-underlying items
Revenue 51,248
Operating costs {51.754)
Operating loss before non-underlying items {506)
Finance cost (367)
Loss before tax before non-underlying items {873)
Income tax charge {439)
Loss after tax before non-underlying items (1.312)
Non-underlying items
31 July 2010
to 6 Apnl 2011
£000
Non-underlying items
Impairment of property, plant and equipment of the Magazine printing business (13,526)
Impairment of US promissory loan note {3,454)
Defined benefits pension scheme curtallment credit 1.345
Cther non-underlying items (1,270)
Total non-underlying items before tax (16,905)
Tax charge on non-underlying items (368)
Total non-underlying items after tax (17,273)
Loss from discontinued operations
31 July 2010
to 6 Apnl 2011
£000
Loss after tax before non-underlying items {1.312)
Non-underlying items {17,273}
Total loss from discontinued operations {18,585)

in the prior penod, the impawrment of property, plant and equipment in the Magazine printing business was recorded in ight of
the decision to dispose of this business and was estabhshed by reference to the fair value less costs to sell of the assets
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The US prormussory loan note was fully impaired in the prior penod following a continued downtum in the previously disposed
US business, resulting 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 in
the pnor penod

Other non-underlying items recorded in the prior penod compnse redundancy and other restructunng charges ansing in the
Group's Magazine panting business The sale of the four operating subsidianes 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

33 July 2010

te 8 Apnl

2011

£1000

Other intangible assets 55
Property, plant and equipment 20,653
Inventones 4,308
Trade and other recewvables 23,678
Bank gverdraft {386)
Trade and other payables (26,627)
Tax habilities (1,898)
Other liabilities (982)
Net assets 18,801
Profit on disposal before tax -
Total consideration receivable, net of selling costs 18,801

The fair value of the consideration receivable for the Magazine printing business, net of seling costs, 1s comprised as follows

£000
Consideration net of seling costs, receved in cash on completion 14,178
Loan note receivable and receved prior to 29 July 2011 208
Farr vafue of Ioan notes recervable 4415
Fair value of consideration receivable, net of selling costs 18,801

£000
Loan notes receivable within one year 1,986
Loan notes recervable in more than one year 2,429
Totat consideration receivable . 4,415
Net cash inflow .
Net cash inflow ansing from the disposal in the pnor pericd

£000
Total consideration net of seling cests, receved in cash in the perod 14,386
Overdraft included in net assets disposed of in the penod 386
Proceeds in the penod from disposal, net of cash disposed 14,772

The terms of the loan note are detarled i1 note 17
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13. Dividends
2012 2041
Per share £000 £000
Final dividend paid for the 52 weeks ended 30 July 2010 175p - 1,806
Intenm dwidend paid for the 26 weeks ended 28 January 2011 175p - 1,810
Final dividend paid for the 52 weeks ended 29 July 2011 350p 3,756 -
Interim dividend paid for the 26 weeks ended 27 January 2012 175p 2,018 -
Dividends paid during the pericd 5,774 3616
Proposed final dividend at the penod end of 4 00p per share (2011 - 3 50p per share) 4 00p 4,793 3,749

The proposed final dividend 1s subject to the approval by shareholders at the 2012 Annual General Meeting and has not been

included as a hability in these financial statements

14. Earnings per share

The calculation of the basic and diluted earnings per share Is based cn the fotlowing data

Number of shares

2012 2011
000 000

Weighted average number of ordinary shares for the purposes of basic earnings per share

114,017 104,206

Weighted average number of ordinary shares for the purposes of diluted earrings per share

115,228 104,879

Basic and diluted earnings per share

2012 2011
Earnings Earnings
Eamings per share Earmngs per share
£'000 pence £000 pence
Earnings and basic earmnings per share from continuing activities
Underlying earmings and underlying earnings per share 17,795 15 61 15,060 14 45
Non-underlying items (4,532) {397) (1,278) {123)
Earnings and basic earnings per share 13,263 1164 13,782 1322
Earnings and diluted earmings per share from continuing activities
Underlying earmings and underlying earnings per share 17,795 1544 15,060 14 36
Non-underlying items (4,532) (393) (1,278} {122)
Earnings and basic earnings per share 13,263 151 13,782 1314
2012 201
Eamings Eamings
Eamings per share Eamings per share
£'000 pance £000 pence
Loss and basic loss per share from discontinued activities - - (18,585) (17 83}
Loss and diluted loss per share from discontinued activities - - (18,585) (17 72)
Basic earmings/(loss) per share from continuing and discontinued activities 13,263 1164  (4,803) (4 61)
Diluted earmings/(loss) per share from continuung and discontinued activities 13,263 1151 {4,803) (4 58)

Underlying earnings 1s calculated by adding back non-underlying items, as adjusted for tax, to the profit{loss) for the penod

{see note 7)
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15 Property, plant and equipment

Fodures
fitungs
Land and Land and equipment
buldings buildings. Ptant and and motor
Freehold Long leases machinery vehicles Total
£000 £000 £.000 £000 £000
Cost or valuation
At 31 July 2010 50,050 5,349 221,297 12,820 289,516
Acquisitions - - 185 34 219
Additions (1 2,771 3,905 737 7,403
Disposals (2,958) (315) (4.118) (480) (7.871)
Disposals - discantinued operations - - (100,261) (1.481) (101,742)
Reclassification — non-current assets 27 28 900 (1,478) (577)
At 29 July 2011 47,055 7.833 121,908 10,152 186,948
Acquisitions - 29 115 386 530
Additions - 29 5,071 370 5470
Disposals (7,003} (56) (17,222) {(1.076) (25,357)
Reclassification — non-current assets - - (218) 117 (101)
At 27 July 2012 40,052 7,835 109,654 9,949 167,490
Accumulated depreciation and inpairment
AL31 July 2010 13,152 2513 156,467 9,946 182,078
Charge for the penod 4 555 10,465 848 12,609
Impairment losses - - 18,791 127 16,918
Disposals (771) (263) (3,896) (437) (5.367)
Disposals — discontinued operations - - (79,8660) (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
Charge for the perod 742 594 5,737 764 7,837
Impairment losses 832 - - - 832
Disposals (3,803) (43) (17,455) {1,044) (22,045)
Reclassificahon ~ non-current assets - - {44) (23) (67)
At 27 July 2012 10,865 3,384 89,352 7,528 111,129
Net book value
At 27 July 2012 29,187 4451 20,302 2,421 56,361
At 29 July 2011 33,961 5000 21,094 2,321 62,376

Impairment losses of £832,000 arase on disposal of the freehold bullding at the Crayford site The impairment losses have
been measured by reference to consideration recevable less cost to sell and have been recorded as a non-underlying item

The Group has freehold land, included within property, plant and equipment with a book value of £4,385,000
(2011 - £5,325,000), which has not been depreciated The amount of fully depreciated property, plant and

equipment 15 £75,615,000 (2011 — £54,722,000)
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16 Goodwill and other intangible assets

£000
Cost and carrying amount of goodwilt

At 31 July 2010 54,383
Acquisitions 13,060
AL 29 July 2011 67,443
Acquisitions 19,726
At 27 July 2012 87,169

Goodwill 1s allocated amongst the foliowing cash-generating units (CGUs') or groups of CGUs
£000
SP Group 31,322
Service Graphics 14,952
Data Marketing 18,488
Tactical Solutions 13,697
Pragma 2,595
Incite 6,215
87,169

SP Group and Senvice Graphics are reported within the Print segment Data Marketing, Tactical Solutions, Pragma and Incite
are reported within the Marketing Services segment The Occam and Response One CGUs are presented together as Data
Marketing The businesses were combined due to future expectations of synergies in assets held by the businesses

The Group tests goodwill annually for impamrment or mere frequently if there are indications that goodwilt meght be impaired

The recoverable amounts of Pragma and Incite were tested by reference to market value at 27 July 2012 The recoverable
amounts of the other 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 seling pnces and direct costs

(and therefore profits and losses) dunng the forecast pernod Management estimates discount rates using pre-tax rates that
reflect current market assessments of the time vaiue of money and the nsks specific to the CGUs Changes in selling pnces
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 and the sensitvities to the key revenue growth and pre-tax discount rate assumptions are
detalled below

SpP Service Data Tacucal
Group Graphics Marketng Solutions

Value-in-use assumptions:

Pre-tax discount rate 10 2% 10 2% 102% 102%
Terminal growth used In terminal value calculation 25% 25% 25% 25%
Average annual revenue growth used In five year forecast calculation 23% 15% 67% 6 6%
Excess of value-in-use over carnying value {£'000) 39,134 8,140 B414 21,417

Sensitivity of value-in-use to changes in key growth assumption

Average annual revenue growth in five year forecast calculation resulting
In potential impairment 0 0% 07% 4 7% 4 6%

Increase to pre-tax discount rate resulting i potential imparment 80% 35% 20% 80%
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Other intangtble assets

Computer Customer  Propoetary
software mlatonships  techmiques Total
£000 £000 £000 £000

Cost
At 31 July 2010 6,661 1,801 - 8,462
Acquisitions - 6,840 - 6,840
Additions 2,070 - - 2,070
Reclassifications 125 - - 125
Dispesals {9) - - (9)
Disposals - discontinued operations (759) - - (759)
At 29 July 2011 8,088 8,641 - 16,729
Acquisitions 1,103 19,984 2650 23717
Additions 613 - - 613
Reclassifications 101 - - o
Disposals {78} - - {78)
At 27 July 2012 9,827 28,605 2,650 41,082
Accumulated amortisation
At 31 July 2010 3,728 51 - 3,779
Charge for the penod 1.071 823 - 1,894
Impairment losses 116 - - 116
Reclassifications 125 - - 125
Disposals (3) - - 3)
Disposals - discontinued operations (704) - - {704)
At 29 July 2011 4,333 874 - 5,207
Charge for the period 1,489 2,866 20 4,556
Reclassifications 67 - - 67
Disposals (73) - - {73)
At 27 July 2012 5,816 3,740 201 9,757
Net book value
At 27 July 2012 4,011 24,865 2,449 31,325
At 29 July 2011 3,755 7.767 - 11,522
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17 Other financial assets

2012 201
£000 £1000
Available-for-sale investments carned at fair value
Unlisted shares 2,050 -
Convertible loan stock 1,000 -
3,050 -
Loans receivable carried at amortised cost
Loans to other entities - 2,429
Total other financial assets 3,050 2,429

As at 27 July 2012, unlisted shares represent a 15 75% nan-controling interest in Easypress Group Limited and shares that
were acquired with the Response One acquisition, which are secured against non-current loans of £650,000 The Group holds
convertible toan stock In Sponge Limited, returning interest of 5% per annum The Group has the option to convert the loan
stock to acquire 18 18% of the equity In Sponge Limted A norminal value of £1 has been attnbuted to this eption at the balance

sheet date

In the prior peniod, loans receivable compnse loan notes in respect of the sale of the Magazine printing business receivable
in more than one year Dunng the current penod, the Group received £2,255,000 in respect of these loan notes

18. Inventories

012 2011
£000 £000
Raw matenals 3,694 3,069
Work-in-progress 3,338 4,080
Finished products 6 33
7,038 7,182
There was no matenal write-down of inventones in either penod
19 Other financial assets
Trade and other receivables
2012 2011
£'000 £000
Current
Amounts recewvable for the sale of goods and services 65,502 56,074
Allowance for doubtful debts (1,945) (2,034)
Trade receivables 63,557 54,040
Other receivables 10,138 4,271
Prepayments and other assets 15,803 6,799
89,498 65,110

Trade and other recevables include an amount of £4,023,000 that 1s recewable in more than one year The directors consider

that the carrying amount of trade and other recevables approximates their fair value
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Dernvative financtal instruments

2012 2014
£'000 £000
Forward foreign currency contracts 76 4
All forward foreign currency contracts are designated and effective as hedging instruments
Cash and cash equivalents
2012 2011
£'000 £1900
Cash and cash equivalents 12,109 16,262

Cash and cash equivalents comprise cash held by the Group and short-term bank deposits with an original matunty of three

monihs or less The carrying amounts of these assets approximate their fair value

20 Trade and other payables

2012 2011
£'000 £1000
Trade payables 36,086 45,662
Accruals for goods and services 17,362 8,616
Other taxes and social secunty 16,182 12,126
Other payables 9,471 2,851
79,101 69,255
The directors consider that the carrying amount of irade and other payables approximates their farr value
21 Loans
2012 2011
£000 £1000
Bank loans 25,000 -
Others 550 -
25,550 -
The borrowings are repayable as follows
Between two and five years 25,550 -

Bank loans

In May 2012, the Group entered into a three-year £55 million revolving muiticurrency loan facily Up to £15 million may be
drawn as an overdraft facilty Interest on loan drawdowns 1s charged at LIBOR plus a margin which varies between 2 00%
and 2 50%, depending on the ratio of the Group's net debt to EBITDA excluding non-underlying items Interest on overdraft

drawdowns is charged at 2 00% over UK base rate

As at 27 July 2012, the Group's cutstanding loans, within this facility, were £25 milion (2011 — £nil) The undrawn portion

of this facility at 27 July 2012 was £30 mullion (2011 - £55 milion)
Others

The loans are interest beanng and secured against unhisted shares {see note 17) The loan i1s due for repayment in 2015

The directors consider that the camying amount of the loans approximates ther fair value

.

1
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22 Deferred income

2012 20m
£000 £000
Advance billings and other deferred income 824 376
2012 2011
£'000 £000
Movement in UK regionat capital grants
Balance at the beginning of the penod - 708
Transfer to the Consolidated Income Statement - (465)
Disposal of the Magazine printing business - (243)

Balance at the end of the penod - -

23 Provisions

Prowision for  Prowsion for

repairs reorganisation Total

£ 000 £000 £ 000

Balance at 31 July 2010 1,242 3,176 4418
Charged to the Consclidated Income Statement 145 2,192 2.337
Credited to the Consolidated Income Statement (165) (40} (205)
Disposal ~ disconttnued operations 7 (122) {115)
Utihsed during the penod (71)  {4,050) (4,121)
Balance at 29 July 2011 1,158 1,156 2,314
Charged to the Consoclidated Income Statement 258 3.144 3,402
Credited to the Consolidated Income Statement {133) - {133)
Utiised dunng the penod - (3.045)  (3,045)
Balance at 27 July 2012 1,283 1,255 2,538
Current 545 803 1,348
Non-current 738 452 1,180

1,283 1,255 2,538

Provision for repairs

Where the Group 15 committed under the terms of a lease to make repairs to leasehold premises, provision for repairs 1s
made for these estimated costs over the period of the lease It 1s anticipated that these liabiilies will crystallise between
2013 and 2021

Provision for reorganisation

The provision for recrganisation relates pnmanly to the remaining costs in respect of plant closures and relocation and
compnses redundancy payments, plant relocation, onerous property and other costs, which are expected to be setiled
by the end of the 2014 financial year The charge in the current perod relates principally to the closure of the Blackburn
and Westerham sites wathin the Direct Response business, as well as to restructunng activities in the Point of Sate and
Exhibition and Events businesses, all of which are included within the Print segment
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24 Deferred tax

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

23% (2011 — 25%)

The total movement in the deferred tax labiity/(assel) is as follows

2012 201
£000 £7000
At the beginning of the period 3,927 {88)
Acquisitions 5,762 1,846
Disposals - (1.751)
Credit to the Consolidated Income Statement {2,291) (777)
Items taken directly to equity (2,049) 4697
At the end of the penod 5,349 3,927
The individual movement in the deferred tax habilities/(assets) 1s as follows
Accelerated Retrement Shon term Cenvative Acquired
tax benefits  Rolled over Revenue tax urming financial intangibie
depreciation  gbhgatons capital gains losses  differences instruments assets Total
£000 £000 £000 £000 £000 £000 £000 £.000
Balance at 31 July 2010 9,082 (8,880) 369 (324) (1,248) 16 897 (88}
Acquisitions (N - - - - - 1,847 1,846
Disposals (1,751) - - - - - - (1,751)
(Credit)/charge to Consolidated
Income Statement {2,461} 1,095 340 324 191 - (266) (777)
Items taken directly to equity - 4712 - - - (15) - 4,697
Balance at 29 July 2011 4,869 {3,073) 709 - (1,057 i 2,478 3,927
Acquisitions k%) - - - - - 5,728 5,762
{Credit)/charge to Consolidated
Income Statement (803} 539 (617) - 291 - (1.701)  (2,291)
ltems taken directly to equity - (2,063) - - - 14 - (2,049
Balance at 27 July 2012 4100 (4,597) 92 - (766) 15 6,505 5,349

Deferred tax assets and llabilities are offset when there 15 a legally enforceable nght to set off current tax assets against current
tax llabilives and when the deferred income taxes relate to the same fiscal authority

At 27 July 2012, deferred tax assets m respect of losses, at current tax rates, all of which have an unimiled life, are as follows

2012 201

£'000 £000

Unrecognised deferred tax in respect of trading losses 289 314
Unrecognised deferred tax in respect of capital losses 896 206

1,185 520
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25 Retirement benefits

Defined contribution 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 1o the schemes are expensed 1o the Consolidated
Income Statement as they fall due The total expense recognised in the Consolidated Income Statement for continuing
operations of £1,299,000 {2011 — £1,634,000) represents contributions payabte to these schemes by the Group at rates
specified in the rules of the schemes At 27 July 2012, contnbutions of £183,000 (2011 — £215,000) due in respect of the 2012

reporting penod had not been paid over to the schemes The amounts were pard over subsequent to the balance sheet date,
within the requisite time himits

Defined benefits scheme — St lves Group

The Group operates the St Ives defined benefits pension scheme, with assets held in separate trustee administered 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 actuanial valuations of the scheme assets and the present value of the defined benefits obligations were
carried out in Apnl 2010 by Jonathan Punter, Fellow of the Institute of Actuanes, Punter Southall & Co Lid, (‘the actuary’} who
15 ndependent of the Group This valuabion was updated at 27 July 2012 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 foliows

2012 2011
per per

anpum annum

Discount rate 4 50% 550%
Expected rate of inflation 270% 3 50%
Expected raie of salary increases nil il
Future pension increases 2 65% 325%

Post-retirement mortality i the 2011 and 2012 calculation i1s in accordance with the S1PA tables with an allowance of 1% lighter
mortality for females Future improvements from 2004 have been assumed in line with the 2009 CMI model and a long-term
improvemnent of 1% per annum No adjusiment has been made to the base table for males

The amount recognised in the Consolidated Balance Sheet in respect of the Group's defined benefits scheme is as follows

2012 2011

£'000 £000

Present value of funded obhgations 270,909 258,269
Fair value of scheme assels (250,918) (245,974)

19,991 12,295
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Amounts recogmised in the Consolidated Income Statement in respect of the defined benefits scheme are as follows

2012 2011

£'000 £000
Current service cost 200 200
Curtailments (397) (1,345
Interest on obligation {note 9) 13,907 13,347
Expected return on scheme assets {note 8) (15,009) (13,898)

(1,299) (1,69)

The current service cost was allocated to functional cost Iines in the Consolidated Income Statement Expected return on assets
1s recorded under investment income and interest on obligation i1s recorded under finance cosls The actual return on scheme
assets was a profit of £13,240,000 (2011 - £32,673,000)

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

52 weeks to 52 weeks lo

27 July 29 July

2012 2011

£000 £000
Opening defined benefits obligation 258,269 251,105
Service cost 200 200
Interest cost 13,907 13,347
Curtalments and settlements (1,338) (1.345)
Age-related rebates 39 214
Actuaral losses 9,487 2,079
Benefits paid (9,655) (7,331)
Closing defined benefits obligation 270,909 258,269

Cunrailments and settlements of £1,338,000 incurred in the current penod includes Patrick Marteli's transfer out value of
£941,000 which was paid on 1 March 2012

Changes In the fatr value of scheme assets are as follows

52 wesks to 52 weeks to

27 July 29 July

2012 2011

£000 £000

Opening fair value of scheme assets 245,974 218,218

Expected returns 15,009 13,898

Actuanal (losses)/gains {1,769} 18,775

Contnbutions by employer 2,261 2,200

Age-related rebates 39 214

Benefits paid (9,655) (7,331)

Settlements (941) -

Closing fair value of scheme assets 250,918 245,974
The fair value of the scheme assets at the balance sheet date 1s analysed as follows

Long-tarm Long term
rate of return rate of retumn

axpected at Value at  expecied at Valve at

. 27 July 2012 27 July 2012 20 July 2011 29 July 2011

per annum €000 perannum £000

Equity instruments 630% 158,829 750% 148,950

Bonds 280% 89,440 430% 94,802

Other 0 50% 2,649 0 50% 2,122

250,918 245,974
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25. Retirement benefits confinued

The scheme assets do not include any of the Group's own financial instrurments, nor any property occupled by, or other assets
used by, the Group The expected rates of return on the individual categories of the scheme assets are determined following
actuanal advice The overall expected rate of return 1s calculated by weighting the indvidual 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

2012 2011 2010 2000 2008

£'000 £1000 £000 £000 £ 000
Present value of defined benefits obligations 270909 258,260 251,105 232482 226,605
Fair value of scheme assets (250,918) (245,974) (218,218) (194,199) {178,261)
Net obligation 19,991 12,285 32,887 38283 48,344
Expenence adjustments on scheme liabilities 9,487 2,700 8,844 {1,462y (1.462)
Percentage of total scheme cbligation 35% 11% 35% {(06%) (06%)
Expenence adjustments on scheme assets (1,769) 18,775 16,431 {4,049y (13,915)
Percentage of scheme assets (0 7%) 76% 7 5% (2 1%) {7 8%)

The Group expects to contribute £2,200,000 to the scheme in 2013

26 Financial nsk management
The Group's Treasury function 1s responsible for managing the Group's exposure to financial nsk and operates within a defined
set of policies and procedures reviewed and approved by the Board

Interest rate nsk

The Group carries a cash flow nsk where there are changes in the interest rate levied on the Group’s borrowings as currently
tnterest on the majonty of the Group's barrowings 1s at floating rates The Group finances its operations through a mixiure of
retained earnings and bank borrowings Group policy 1s to constantly review the exposure nisk to mterest rate fluctuations in
relation to the nsk as a proportion of Group eamings and wherever possible with matching short-term deposits of surplus
funds The Group 15 not subject to farr value interest rate nsk as the majonty of debt s at floating rate

Interesft rate management
An analysis of fimancial assels and habilities exposed to interest rate nsk 1s sel out below

Financial assets subject o interest rafe risk

2012 2011

£'000 £000
Sterling 11,566 15,544
US Dollar 160 -
Other 383 718

12,109 16,262

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

Financial liabilities subject to interest rate rnisk

2012 201
£000 £000

Sterhng bank loans 25,000 -

The Group's financial liabilities comprise loan borrowings which bear interest at floating rates based upon LIBOR, and overdraft
borrowings which bear interest at floating rates based upon UK base rate
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Inferest rate sensitivity analysis
The analysis below has been performed assuming that the amount of the iability outstanding at the balance sheet date was
outstanchng for the entire penod

2012 201
£'000 £000
100% movement in Sterling LIBOR 140 -

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

Foreign exchange risk
From time to tme the Group enters into contracts to supply goods to customers trading in continental Europe at prices
denominated 1n Euros and to customers trading in the USA at pnces denominated in US Dollars

Forward foreign exchange contracts

The Group enters into forward foreign exchange contracts to cover specific foreign currency payments and receipts and

to manage the nisk associated with anticipated sale and purchase transactions Basis adjustments are made fo 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 period end

Average
exchange rale Foreign Contract
Stering foreign curmency valug Far valug
curency 000 £000 £000
Sell US dollars (up to 12 months}) 168 270 171 N
Sell Euros (up to 12 months}) 120 1,566 1,309 77

Forward foreign exchange contracts have been used to hedge the exchange rate rnisk ansing from these commitments
which are designated as cash flow hedges As at 27 July 2012, the aggregate amount of unrealised profits under forward
foreign exchange contracts deferred in the hedging reserve relating to the exposure on trade receivables and anticipated
sale transactions amounted to £66,000 [t 1s 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 receivables, which represent the Group's
maximum exposure to credit nsk in relation to financial asseis The Group's credit nisk 1s primarily attributable to its trade
recevables The amounts presented in the Consolidated Balance Sheet are net of allowances for doubtful recevables,
estimated by the Group's management based on prior expenence and therr assessment of the current economic environment
The Group's credit nsk 1s relatively low as the Group maintains credit nsurance up to a maximurm aggregate clawmn in any one
year of £7 millon In addition, its UK subsidianes’ sales are principally 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 10 assess the potenuial customer’s
credit quality and defines credit imits by customer Limits and sconng attnbuted 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 attributable under the credit sconing method used by the Group

Inciuded In the Group's trade receivables balance are debtors with a camying amount of £16 2 million (2011 — £19 4 million)
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 quality and the amounts are still considered recoverable The Group does not hold any collateral over these balances
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26. Financial nsk management continued
Ageing of impaired receivables

2012 2011
£'000 £000
Between 0 and §9 days - 18
Between 60 and 89 days 767 1,196
Between 90 and 118 days 810 232
120 days and above 368 588
1,945 2,034

Movement in the allowance for doubtful debts
2012 201
£'000 £000
Balance at the beginning of the penod 2,034 2,851
Impairment losses recognised 239 505
Amounts written off as uncollectible (318) (402)
Impairrment losses reversed (10) (793)
Disposals - (127)
Balance at the end of the period 1,945 2,034

In determining the recoverability of a trade receivable the Group considers any change in the quality of the trade recevable
from the date the credit was initially granted up to the reporting date The concentration of credit nsk 1s imited due to the
customer base being large and unrelated, and being covered by credit insurance arrangements Accordingly, the directors
believe that there 15 no further credit provision required in excess of the allowance for doubtful debts

Ageing of past due but not impaired receivables

2012 2011

£'000 £000
Between 0 and 59 days 14,894 19,168
Between 60 and 89 days 1,310 229

16,204 19,397

Liwquidity nsk

The Group's policy 1s to mantain flexibility with respect to its iquidity position, by utihsing sheri-term cash deposits and, where
necessary, short-term bank borrowings for working caprtal and longer-term borrowings for capital expenditure requirements
The Group entered in to a £55 0 milkon, three year revolving multicurrency facility in the current pencd The agreement includes
an overdraft faciity of £15 0 million to fund short-term working capitai requirements The contractual maturies of drawn down
borrowings, as well as undrawn facihties, are detalled in note 21

Capital nsk management

The Group manages Its capital to ensure that entiies in the Group will each be able to continue as a going concern 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 bomrowings disclosed in note 21, cash and cash equivalents, and equity attnbutable
to equity holders of the parent, comprising i1ssued capital, reserves and retained earnings as disclosed in the Consolidated
Statement of Changes in Equity
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27. Share capital

Ordinary shares
Nirmber of 10p each
of shares £'000
Issued and fully pard
At 30 July 2011 105,848,507 10,585
Issued in the period 13,977,862 1,398
At 27 July 2012 119,826,369 11,983
Al authonsed and 1ssued share capital Is represented by equity shareholdings
28 Notes to the Consolidated Cash Flow Statement
Reconciliatton of cash generated from operations
2012 2011
£'000 £000
Profit from continuing operations 15133  17.311
Loss from discontinued operations - (17411
15,133 (100)
Adjustments for
Depreciation of property, plant and equipment 7,837 12,609
Impairment losses 832 20,488
Amortisation of intangible assets 4,556 1,894
Profit on disposal of property, plant and equipment (1,605) (4,652)
Increase/(decrease) in deferred income 436 {393)
Share-based payment charge 766 284
Cash contributions to defined benefits pension schemes {2,458) (3,345)
Increase/(decrease) m provisions 225 (1.880)
Operating cash inflows before movements in working capital 25,722 24,905
Decreasef{Increase) in inventones 212 (1,379)
Increase in receivables (14,955) {B,37H)
{Decrease)/increase In payables (157) 7131
Cash generated from operations 10,822 22,282
Analysis of net debt
29 July Acquired 27 July
201 Cash flow (note 11) 2012
£000 £000 £1000 £000
Cash and cash equivalents 16,262  (4,153) - 12109
Bank loans - (25,000) (550) (25,550)
16,262 (29,153) (550) (13,441)

Cash and cash equivalenis {which are presented as a single class of assets on the face of the Consolidated Balance Sheet)
compnse cash at bank and other short-term highly Iiquid investments with a matunty of three months or less The effective

interest rates on cash and cash equivalents are based on current market rates
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28. Notes to the Consolidated Cash Flow Statement continued
Cash flows from discontinued operations
Included within the Consolidated Cash Flow Statement are the following cash flows from discontinued operations

2012 2011

£1000 £000
Net cash used in operating activities - (733)
Net cash used In investing actmvities - (123)
Net cash generated from financing activities - 182
Net decrease in cash from discontinued actvities - (674)
29, Capital and other commitments

2012 2011

£1000 £000
Capital expenditure contracted but not provided 1,921 141

At 27 July 2012, the Group had outstanding commiiments for the future muinimum lease payments under non-canceliable
operating leases as follows

2012 2011
Land and 2012 Land and 2011
bulldings Other buldings Other
£'000 £'000 £000 £000
Within one year 1,680 1,758 1,466 1,405
Between two and five years 6,410 1,894 4,690 1,605
After five years 4,678 3 4,250 96

12,768 3,655 10,406 3,106

30 Share-based payments

The Company cperates 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
detalled below

Dhscretionary Executive Share Option Scheme 2001 {'ESOS 2001")

Executive directors and certain members of sentor management have been granted share options under the Company's
discretionary share option schemes Detalls of the ESOS 2001 Scheme are included on pages 46 and 47 of the Directors’
Remuneration Report

Long-term Incentive Plan 2010 (the ‘LTIP’)
Executive directors and certain members of semor management have been granted nil-cost share options under the
Company's long term inceniive plan Details of the LTIP are included on pages 47 1o 49 of the Directors’ Remuneration Report

Save As You Earn Share Option Plan (‘Sharesave Pian’)
The Company has granted share opticns to ehgible employees under an HMRC-approved all-employee Sharesave Plan
Detalls of the Sharesave Plan are included on page 43 of the Directors’ Remuneration Report
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A reconciliation of the movement in the number of share options is shown below

ESOS 2001 LTIP Sharesave Plan
2012 2011 2012 2011 2012 2041
Number of options
Outstanding at the beginning of the penod 2,232,000 2494800 1,197,000 - - -
Granted dunng the penod - - 2,250,600 1,197,000 995,335 -
Lapsed during the penod (150,000} (262,800} (202,800} - (19,077) -
Outstanding at the end of the penod 2,082,000 27232000 3,244,800 1,197,000 976,258 -
Exercisable at the end of the period - - - - - -
ESOS 2001 Lmp Sharesave Plan
2012 2011 2012 201 2012 2011
£ £ £ £ £ £
Weighted average exercise price
Qutstanding at the beginning of the period 066 084 - - - -
Granted dunng the penod - - - - 066 -
Lapsed durng the period 062 237 - - - -
Outstanding at the end of the penod 066 066 - - 066 -
The fair value of the options granted in the current perod under the LTIP and Sharesave Plan were measured using a
Black-Scheles options pncing model The inputs to the medel are
Sharesave
Plan LTIP
Weighted average mid-market share pnce £073 £094
Weighted average exercise price £066 £nil
Expected Iife dyears 3vyears
Expected volatitty 3000% 30 00%
Risk free rate 2 00% 2 00%
Dividend yield 500% 5 00%

The Group recognised a total charge of £767,000 (2011 — £284,000) relating to equity-settled share-based payment
transactions The exercise price of options outstanding at 27 July 2012 ranges between nil and 66 17 pence

Deferred Bonus Scheme

On 25 October 2011, pursuant to the Directors and Senior Executives Deferred Bonus Scheme outhined on page 45 of the

Directors’ Remuneration Report, & portion of the net bonus payable to Painck Martell, Matt Armitage and Lioyd Wigglesworth 1n
respect of the 2011 financial year was used to purchase 205,934 shares in the Company from the Group’s Employee Benefit Trust
('the EBT"} on behalf of these directors at 87 95 pence per share An ESOP reserve was set up when the EBT onginally purchased
these shares at a pnce of 383 pence per share When the shares were purchased on behalf of the directors in the cument pernod,
an amount equivalent to their onginal cost of £788,000 was released from the ESOP reserve with the difference of £607,000
between the price pawd on behalf of the directors and the onginal cost to the EBT of the shares taken directly to retained eamings

31 Related party transactions

Transactions between the Company and Its subsicianes, which are related partes, have been elminated on consolidation
and are not disclosed in this note No matenal related party transactions have been entered into dunng the curent perod,

which might reasonably affect the decisions made by the users of these financial statements

On 25 Qctober 2011, shares in the Company were purchased from the Group's Employee Benefit Trust on behalf of
Patrick Martell, Matt Armitage and Lloyd Wigglesworth as outlined in note 30

No other executive officers of the Company or their associates had matenal transactions with the Group dunng the
current penod
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31. Related party transactions continued

Remuneration of key management personnel

The remuneration of the directors and other executives who are key management personnel of the Group 1s set out below in
aggregate for each of the categonies specified in International Accounting Standard 24 — Related Party Disclosures

2012 2011

£000 £000

Short-term employee benefits 2,095 2,103
Post-employment benefits 19 19
Termination benefits - 33
Share-based payment 427 229
2,541 2,384

32 List of principal undertakings

The prnincipal trading subsidiaries of the Company as at 27 July 2012 are shown below All are wholly-owned subsidianes, 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 via wholly-owned intermediate holding companies

The following companies are incorporated and registered in England and Wales

Lecation
Clays Limited Bungay
incite Marketing Planning Limuted + London
Pragma Consulting Limited London
Response One Limited Bath
Occam DM Limited t Chilcompton
St tves Bumley Limited Burnley
St Ives Direct Bradford Limited Bradford
St Ives Direct Leeds Limiuted Leeds
St lves Management Services Limited London
Service Graphics Limited t London & other UK sites
SP Group Limited T Birmingham/Redditch
Tactrcal Solutions (UK) Lid 1 Flintshire

Clays, St lves Burnley, St Ives Direct Bradford, St Ives Direct Leeds, St lves Management Service, Service Graphics and SP
Group are engaged in the actvities of printing and related services Incite Marketing Planning, Pragma Consulting, Response
One, Occam and Tactical Solutions are engaged in the actvity of Consultancy, Data Marketing and Field Marketing services
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Independent Auditors’ Report to the Members of Stilves plc

We have audited the Parent Company financial statements

of St fves plc for the 52 weeks ended 27 July 2012, which
comprise the Parent Company Balance Sheet and the related
notes 110 15 The financial reporting framework that has
been applied in therr preparation 1s applicable law and United
Kingdom Accounting Standards (United Kingdom Generally
Accepted Accounting Practice)

This report Is 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 1o state to them in an audttor’s report and for
no other purpose To the fullest extent permitted by law, we do
not accept or assume responsibility to anyone other than the
Company and the Company’s members as a body, for our
audit work, for this report, or for the opinions we have formed

Respective responsibilities of directors and auditor
As explained more fully in the Directors’ Responsibilities
Statement, the directors are responsitle for the preparation
of the Parent Company financial statements and for being
satisfied that they give a true and fair view Our responsibiiity
Is to audit and express an opinion on the Parent Company
financial statements in accordance with applicable faw and
tnternational Standards on Auditing (UK and Ireland) Those
standards require us to comply with the Auditing Practices
Board's Ethical Standards for Auditors

Scope of the audit of the financial statements

An audit involves obtaining evidence about the amaunts
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 ¢f whether the
accountng policies are appropnate to the Parent Company’s
circumstances and have been consistently apphied and
adequately disclosed, the reasonableness of significant
accounting estimates made by the directors, and the overall
presentation of the financial statements In addition, we read
all the financial and non-financial information in the annual
report to Identify material nconsistencies with the audited
financial statements If we become aware of any apparent
matenal misstatements or inconsistencies we consider the
imphcations for our report

Opinion on financial statements
In cur opimon the Parent Company financial statements

« give a true and fair view of the state of the company's
affairs as at 27 July 2012,

« have been properly prepared in accordance with United
Kingdom Generally Accepted Accounting Practice, and

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

Opinion on other matters prescribed by the
Companies Act 2006
In our 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 1S
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 matters
where the Companies Act 2006 requires us to report to you If,
IN QUr opINION

+ adequate accounting records have not been kept by the
Parent Company, or returns adeqguate for our audit have
not been recewed 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
Iin agreement with the accounting records and returns, or

« certain disclosures of directars’ remuneration specified
by law are not made, or

« we have not received all the information and explanations
we require for our audit

Other matter
We have reported separately on the Group financial
statements of St lves plc for the 52 weeks ended 27 July 2012

Kate J Houldsworth {Senior statutory auditor)
far and on behalf of Deloitte LLP

Chartered Accountants and Statutory Auditor
London

2 Qctober 2012
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Patrick Martell Matt Armitage
Chief Executive Chief Financial Officer

Company Balance Sheet
W uly 2012 29 July 2011
Note £'000 £000
Fixed assets
Tangible assets 5 33928 39,173
Investments 6 152,524 105404
186,452 144,577
Current assets
Debtors — amounts faling due within one year 7 13,998 9,371
Debtors — amounts falling due after more than one year 7 - 2429
13,998 11,800
Creditors amounts falling due within one year 8 (34,801) (33,439
Net current liabilities (20,803} (21,639)
Total assets less current habilities 165,649 122,938
Creditors amounts falling due after more than one year 8 (25000) (2,621)
Provision for habilittes 10 {551) (276)
Net assets 140,098 120,041
Capital and reserves
Share capital 11 11,983 10,585
Share premium account 11 58,007 48540
Other reserves 12 2,054 442
Profit and loss account 13 68,054 60474
Total equity 140,098 120,041
These financial statements were approved by the board of directors on 2 October 2012 and signed on its behalf by
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Notes to the Company Financial Statements

1 Accounting policies
The financial statements of the Compary have been prepared mn accordance with applicable United Kingdom
accounting standards

The directors have, at the tme of approving the financtal 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 n prepanng the financiaf statements Further detail 1s contaned in the Directors’ Report on page 39

(a) Accounting convention
The financial statements of the Company are prepared under the histoncal cost convention, except for revaluation of certain land
and bulldings and financial instrsments

(b) Accounting penod
The financial statements are prepared for the 52 weeks ended 27 July 2012 {'the financial year) Comparative figures are for the
52 weeks ended 29 July 2011

(c) Tangible fixed assets

Depreciation 1s not provided on freehold land or assets in the course of construction On other assets it 1s provided on cost
of revalued amounis in equal annual instalments over the estimated lives of the assels The annual rates of depreciation are
as follows

Freehold buldings 2% — 4%
Long leases Penod of lease
Plant and machinery 10%-33%
Fixtures, fitings and equipment 10% -33%
Motor vehicles 20% - 25%

As permitted by Financial Reporting Standard 15 - Tangible Fixed Assets (‘'FRS 157, those freehold bulldings valued at
31 July 1985 continue to be carned at that value, subject to depreciation

{d) Investments
Invesiments are stated at historical cost, iess any provision for imparrment

{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 subsiantially enacted by the balance sheet date

Deferred tax 1s provided in full on btming differences which result in an obligation at the balance sheet date to pay more tax, or a
nght to pay less tax, at a future date, at rates expected 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 N penods 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 cemmitment to seli the
assel, or on unremitted eamings where there 1s no commitment to remit these earnings Deferred iax asseis are recognised to the
extent that it 1s regarded as more likely than not that they will be recovered Deferred tax assets and liabiliies are not discounted

(f) Prowvision for repairs
As the Company 1s committed under the terms of a lease to make repans to leasehold premises, provision s, made for the
estimated cost of repairs over the lease penod
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1 Accounting policies confinued

(g) Foreign currencies

Where foreign currency barrowings have been used to finance or provide a hedge aganst equity investments in overseas
subsichanes, exchange gains or losses on the borrowings have been offset in reserves to the extent that they do not exceed
the associated 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 activiies before tax

(h) Share-based payments

The Group makes equity-seitled share-based payments to certain employees, which are measured at far value at the date of
grant The farr value determined at the grant date of the equity-settled share-based payments 1s expensed on a straight-line
basis over the vesting penod, based on the Company’s estimate of shares that will eventually vest The fair value of share options
1Issued 1s measured using a binomial model The expected hfe used in the model has been adjusted, based on management's
best estimate, for the effects of non-transferability, exercise restnctions, and behavioural considerations

(1) Denivative 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 dervative financial Instruments to hedge its exposure to foreign exchange for the purchase of caputal
equipment denominated in foreign currencies and the sale of goods similarly denominated

The use of financiat denvatives 1s governed by the Group's policies approved by the beard of directors, which provide written
pnnciples on the use of financial denvatives consistent with the Group's nsk management strategy The Company does not held
or 1Issue denvatve financial instruments for speculative purposes

Changes in the farr value of denvative financral instruments that are designated and effectve as cash flow hedges of forecast
transachions are recognised directly in equity and the ineffective pertion 1s recognised immediately in the profit and loss account
If the cash flow hedge of a firm commitment or forecast transaction results sn the recognition of an asset or hability, then, at the
time the asset or liability 1 recognised, the associated gains and losses on the denvative that had previously been recogrised

In equity are included 1n the inttial measurement of the asset or habitity For the hedges that do not result in the recognition of an
asset or labihty, amounts deferred in equity are recogrised in the profit and foss account in the same penod in which the hedged
item affects the net profit or loss

Hedge accounting 1s discontinued when the hedging instrument expires or I1s sold, terminated, or exercised, or no longer
qualifies for hedge accounitng At that ime, any cumulative gain or loss eon the hedging Instrument recognised In equity 1S
retained in equity until the forecast transaction occurs If a hedge transaction is no longer expected to occur, the net cumulative
gain or loss previously recognised in equity 15 Included in the profit and loss account for the penod

Dernvatives embedded in other financial instruments or other host contracts are treated as separate dervatives when therr nsks
and characteristics are not closely related to those of their host contracts and the host contracts are not carned at fair value with
unrealised gans 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 immediately in the profit and loss account
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{1) Pension costs

The Company operates a defined benefits pension scheme and a defined contnbution 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 contribution scheme are charged against profits as payable Further details are set
ouiin note 14

(k) Leases
Rental costs under operating leases are charged to the profit and loss account m equal annual amounts over the periods
of leases

(i) Cash flows

A statement of cash flows has not been prepared for the Company as, In accordance with Financial Reporting Standard 1
(Revised) ‘Cash Flow Statements’ (‘'FRS 17), 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 1s included in these
financial statements The profit for the financial penod for the Company was £14 0 million (2011 - £7 2 million)

3. Auditors’ remuneration
Fees pad to the auditors in respect of therr audit of the Company were £68,000 (2011 - £69,000)

4 Employee information
The average monthly number of employees {inctuding executive directors) was

2012 211
Number Number
Sales 14 16
Administration 36 44
50 60

Ther aggregate remuneraion compnsed
2012 2013
€000 £000
Wages and salarnes 4,222 3,571
Socal securty costs 372 346
Other pension cosls 93 93
Share-based payment 766 284

5,433 4,300
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5 Tangible fixed assets

Fixtures,
fitings
Land and Land and equipment
ouildings buildings Plant and and motor
Frechold Longleases  machinery vehicles Total
£000 £000 £000 £000 £000
Cost or valuation
At 31 July 2010 51,484 6,194 2,810 2,287 62,775
Additions - 542 236 1,393 2171
Transfers from subsidianes - - 99,741 1,920 101,661
Transfers to subsidiaries {108} - (99,741} (1,934} (101,783)
Reclassifications - - 576 (576) -
Disposals (5,255) - {131) (879)  (6,265)
At 29 July 2011 46,121 6.736 3,491 2.211 58,559
Additions - 29 24 332 385
Transfers from subsidiaries 314 - - - 314
Disposals (6,994) - - 21)  (7,015)
At 27 July 2012 39,441 6,765 3515 2,522 52,243
Accumulated depreciation and impairment
At 31 July 2010 13,784 2726 2,056 1,249 19,815
Charge 691 334 850 252 2,127
Transfers from subsidianes - - 66,102 1,890 67,992
Transfers to subsidianes - - {66,699) (1.911) (68,610)
Reclassifications - - 297 (297) -
Disposals (1,440) - (88) (410)  (1,938)
At 28 July 2011 13,035 3,060 2518 773 19,386
Charge 691 300 251 375 1,617
Impairment 832 - - - 832
Transfers from subsidianes 300 - - - 300
Disposals (3,799) - - (21} (3,820
At 27 July 2012 11,059 3,360 2,769 1127 18,315
Net book value
At 27 July 2012 28,382 3,405 746 1,395 33,928
At 29 July 2011 33,086 3676 973 1,438 39173

The Company has freehold land with a book value of £4,320,000 (2011 - £5,214,000} which has not been depreciated

The net book value of the Company's land and bulldings includes £192,000 (2011 — £198,000) in respect of assets revalued
on 31 July 1985 The historical written down cost of these assets would have been £76,000 (2011 - £80,000)
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6 Investments held as fixed assets

Shares in
subsidianes Loans to Other

atcost  subsidanes  investments Total

£000 £000 £000 £000

At 30 July 2011 94510 10,894 - 105,404
Acquistions 51,080 - 2500 53,580
Loan advances - 1,500 - 1,500
Loan repayments - (1.680) - {1.,680)
Loan reclassification - {6,280) - {6,280}
At 27 July 2012 145,590 4,434 2,500 152,524

All of the above are unlisted investments The prncipat trading subsidianes are listed in note 32 of the Group financial statements

Acquisitions of shares in subsicianes at cost and loans relate to the acquisition of Response One Holdings Limited, Pragma
Holdings Limited and Incite Marketing Planning Limited on 14 September 2011, 20 September 2011 and 28 February 2012
respectively, as disclosed in note 11 of the notes to the Group financial statements Other investments represent investments
In Easypress Group Limited and Sponge Limited, as disclosed in note 17 of the notes to the Group financial statements

Certain subsidiary loans have been reclassified to debtors due within one year

7 Debtors- amounts faling due within and after more than one year

2012 2011
£000 £000
Within one year

Amounts owed by Group undertakings 6,890 4,326
Loans recelvable 2,456 1,986
Other debtors 959 918
Tax recoverable 2,427 1,466
Prepayments and accrued income 1,205 671
Denvative assets 61 4
13,998 9,371

After more than one year
Loans receivable - 2,429
- 2,429

Loans recevable within one year of £2,.456,000 (2011 — £1,986,000) and after more than one year of £nil (2011 - £2,429,000)
compnse Stering amounts recevable as deferred consideration for the sale of the Magazine printing business on 6 Apnl 2011
These loans are non-interest beanng and are carned at amorlised cost
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8 Creditors- amounts falling due within and after more than one year

2012 2011
£000 £000
Within one year
Amounts owing to Group undertakings 18,929 8,673
Bank loans and overdrafis {note 9) 3,694 18,190
Consideration payable on purchase of subsidianes 4,731 1,677
Trade creditors 1,565 878
Cther creditors including tax and social security 4,335 2,402
Accruals and deferred Income 1,547 1,619

34,801 33,439

2012 2014
£000 £000

After more than one year
Consideration payable on purchase of subsidianes - 2.621
Bank loans and overdrafts (note 9) 25,000 -
25,000 2,621

Consideration payable for the purchase of subsidianes within one year of £4,731,000 {2011 - £1,677,000) and after more than
one year of £nil (2011 — £2,621,000) represents the fair values of the loan notes 1ssued as part of the consideration for Tactical
Solutions (LK) Limited and the deferred consideration payable for Incite Marketing Planning Limited, as detailed in note 11 to
the Group financial statements

9 Borrowings and finance obligations

2012 2011
£000 £000

Within one year

Bank overdrafts 3,694 18,190
012 2011
£'000 £000

After more than one year

Bank loans 25,000 -

Bank overdrafts and loans

In May 2012, the Company entered into a three-year £55 millton revolving multicurrency loan facitity Up to £15 million may be
drawn as an overdraft facility Interest on loan drawdowns 1s charged at LIBOR plus a margin which vanes between 2 00%
and 2 50%, 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 27 July 2012, the Company's cutstanding foans, within this facility, were £25 mithon (2011 - £nil} The undrawn portion of
this facilty at 27 July 2012 was £30 milkon {2011 — £55 million)

The Company's overdraft 1s guaranteed by certain United Kingdom subsichary undertakings and the Company guarantees the
loans and overdrafts of those United Kingdom subsidiary underiakings At 27 July 2012, the aggregate liability for the Company
under this guarantee amounted to £35,772,000 (2011 - £11,765,000) The aggregate value of the Company’s loans and overdraft
labilities guaranteed by certain United Kingdom substdianes amounted to £14,377,000 (2011 - £18,677,000)

As at 27 July 2012, there was no loan or overdraft secured against the assets of the Company (2011 -£nil) The directors
consider that the carrying amount of the loans and overdrafts approximates ther farr value

The Company has guaranteed amounts payable to certan suppliers of some of its trading subsidianes The maximum aggregate
liability under these guarantees 15 £812,000
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10 Provisions for habilities and charges

Provision for

repars  Deferred tax Total

£000 £000 £1000

Balance at 30 July 2011 166 110 276
Charge to profit and loss account - 275 275
Balance at 27 July 2012 166 385 551

The amounts of deferred tax provided in the financial statements are as follows

2012 2011

£000 £000

Capital allowances in excess of depreciation 413 230
Other timing differences {28) {120)
385 110

11 Called up share capital and share premium account
Ordinary shares Share premium

Number of 10p each account
of shares £000 £00C

Afiotted and fully paid
At 30 July 2011 105,848,507 10,585 48,540
Issue of share capital 13,977,862 1,398 9,467
At 27 July 2012 119,826,369 11,983 58,007

All authonised and rssued share capital 1s represented by equity shareholdings

The following shares were 1ssued as partial consideration in respect of acquisiions made dunng the year

Considerabon Share premium

Number of receved ansing

shares wssued E'Q00 £:000

Response One Haldings Limited 7,308,235 5682 4,951
Pragma Holdings Limited 2,401,078 1,751 1,511
Incite Marketing and Pianning Limited 4,268,549 3,432 3,005
13,977,862 10,865 9,467

Further details of these acquisitions are contained in note 11 to the Group financial slatements



1 04 Stlves plc Annual Report and Accounts 2012

Notes to the Company Financial Statements continued

12 Other reserves

Capital
redemption  Share option ESOP Hedging
resenvg reserve reserve reserve Tosal
£000 £000 £ 000 £000 £000

Balance at 30 July 2011 1,238 344 {1,144) 4 442
Recognition of share-based payments - 766 - - 766
Issue of share capital - - 788 - 788
Gatins on cash flow hedges
Transferred to underlying hedged items - - - 4) (4)
Ansing on forward currency contracts - - - 61 61
Balance at 27 July 2012 1,238 1,110 {356) 61 2,053

On 25 October 2011, pursuant to the Directors and Senior Executives Deferred Bonus Scheme outlined on page 41 of the
Directors’ Remuneration Report, a portion of the net bonus payable to Patnck Martell, Matt Armitage and Lloyd Wigglesworth
in respect of the 2011 financial year was used to purchase 205,934 shares in the Company from the Group's Employee
Benefit Trust (EBT') on behalf of these directors at 87 9 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 in

the perod, an amount equivalent to therr onginal cost of £766,000 was released from the ESOP 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

13. Profit and loss account

£000
Balance at 30 July 2011 60,474
Net profit far the financial penod 13,962
Issue of share capital {607}
Dividends paid on equity shares (5,774)
Balance at 27 July 2012 68,054

Tihe adjustment to retained earmings In respect of the 1ssue of share capital 1s explained in note 12 above
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14, Retirement Benefits

The Company participates in both the defined benefits and defined contnbution schemes operated by St Ives ple The defined
benefits scheme 1s a mult-employer scheme, the assets and liabiltties of which are held in separate trustee-administered funds
The pension costs are based on pension costs across the Group as a whole For the defined contributton schemes, the profit
and loss charge represents contnbutions payable

The pension costs of the Company are disclosed in note 4

For the purpose of FRS 17, the Company 1s unable to identify its share of the underlying assets and liabihes of the defined
benefits scherme on a consistent and reasonable 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 Apnl 2002 and closed to future benefit accrual from
31 August 2008 There are no contibutions to fund future defined benefits accrual after 31 August 2008 Regular contnbutions
of £2,200,000 were made In the period and the Company expects to contribute £2,200,000 to the scheme in 2013

The Group I1s regquired to account for the defined benefits scheme under International Accounting Standard 19 — Employee
Benefits ('IAS 19) The IAS 19 disclosures, included in note 25 of the notes to the Group financial statements, have been based
on the results of the actuanal valuation of the defined benefits scheme as at 6 Apnl 2010 adjusted to allow for the assumptions
and actuana! methodology required by IAS 19 and updated to 27 July 2012 by the scheme’s aciuary These disclosures show
that the scheme’s assets represented 92 6% of the scheme's liabilities {2011 - 95 2%)

15. Capital commitments
2012 2011

Captal expenditure contracted but not provided - 273
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Five Year Record
S2weeks  S2wesks  S2wecks  S2wecks 52 weeks
toZduly w2y 10300y to3duly 1o 1 August
2012 2014 2010 2002 2008
£00¢ £000 £000 £000 £000
Revenue
Print 280,327 282,736 290,542 386,782 391,200
Marketing Services 47,049 14,054 888 - -~
327,376 296,790 291,430 386,782 391,200
Profit/{loss) from operations before non-underlying tems
Print 20442 20870 18968 10,150 32,953
Marketing Services 4,011 450 (216) - -
24453 21320 18,752 10,150 32,953
Non-underlying tems* {9,320) (4,009) (4.622) (14,532) 1,126
Profit/{loss) from operations 15,133 17,31 14,130 (4,382) 34,079
Investment income 15,239 13973 13267 12,857 11,051
Finance costs (15464) (14,388) (14,222) (15,716) (14,508)
Profit/{loss) before taxation 14,908 16,896 13,175 (7,241) 30,622
Income tax (charge)/credi (1,579) (3072) (1.974) 916 (16,096)
Profit/(loss) on ordinary activities after taxation 13,329 13,824 11,201 (6.325) 14,526
(Loss)/profit on discontinrued operations - (18585) (3.463) (8,233) 1,714
Profit/(loss) for the penod 13,329 (4,761} 7,738  (14,558) 16,240
Eamings per share
Basic 1164 1322 1087 (6 14) 1410
Continuing before non-underlying items 1561 1445 1183 494 19 57
Balance sheet
Property, plant and eguipment 56,361 62376 107438 122,178 141,581
Goodwill 87169 67443 54,383 46,274 54,679
Other intangible assets 31,325 11,522 4,683 1,215 1,753
Other non-current asseis 3,050 2,429 5,052 8,008 2,517
Assets held for sale - - 2,140 1,282 6,650
Other current assels 108,721 88558 89402 98,218 116,811
Liabilities held for sale - - - - (1.142)
Other current habilities ! (87,756) (76,217) (84,6806) (113,717) (79,015)
Non-current labilites ! (52,080) (19,530) (48,606) (41,390} (88.,964)
Net assets 146,790 136,587 129,886 122,068 154,870

Revenue and profit/(loss) from operations before non-underlying items 1s shown by business segment The figures for Pnint
segment for the periods ended 1 August 2008 and 31 July 2009 inciude the results of the operations previously classiied
within the Media and Commercial segments, including those of the Magazine pnnting business

The Five Year Record 15 not audited

*  Non-underying tems compnse restructunng costs provision releases operating results of non-continuing stes acqguisition costs adjustments to deferred
considerabon net profit on disposal of property plant and equipment, amortisation of acquired intangibles and other one-off items
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Financial Calendar

Financial year ended 29 July 2011

Record date for final dividend 2 December 2011
Annual General Meeting 29 November 2011
Payment date for final dvidend of 3 50 per ordinary share 23 December 2011
Financial year ended 27 July 2012

Half year end 27 January 2012
Announcement of Half year results 6 March 2012
Record date for intenm dividend 10 Apni 2012
Payment date for intenm dividend of 1 75p per ordinary share 9 May 2012
Financial year end 27 July 2012
Announcement of Full year results 2 October 2012
Earliest date for IMS 5 October 2012
Ex-dwidend date 28 November 2012
Record date for proposed final dividend 30 November 2012
Annual General Meeting 27 November 2012

Latest date for IMS

Payment date for proposed final dividend of 4 00p per ordinary share

Financial year ended 2 August 2013

21 December 2012
21 December 2012*

Half year end
Announcement of Half year results
Financial year end

* If approved by shareholders at the 2012 Annual General Meeting the proposed final dvdend will be paid on 21 December 2012

1 February 2013
March 2013
2 August 2013
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Shareholder Information

Corporate information
Further information about the Group can be found on our website www st-ives ¢o uk

This year's Annual Report and Accounts, as well as copies of past years' Annual Reports and Accounts, Half year and
Intenim Management Statementis and Shareholder circulars, are availlable to view and download from our website Regulatory
announcements and press releases made dunng the year, and in past years, are also available to view in the Regulatory
News seclion of the Investor Relations area of the website

Should you wish to receive further copies of the Annual Report and Accounts or a copy of our Environmental Pedformance repoert,
please contact the Company Secretary, St lves plc, One Tudor Street, London EC4Y 0AH

Shares

St lves plc ordinary shares of 10 pence each are listed on the London Stock Exchange and trade under the symbol SIV QOur
tnternational Secunties Identification Number (ISIN) s GB0007689002 and our Stock Exchange Daily Official List {SEDOL)
number 15 768900

Share price information and our latest regulatory announcements can be obtained from the Stock Exchange website,
www londonstockexchange com

Shareholding enquinies
St lves plc's register 1s maintained by Capita Registrars, who are able to deal with shareholders’ gqueries, including in respect
of any of the following matters

« transfer of shares

» change of name or address

« registering the death of a shareholder

« lost share centficates

« |ost or out of date dividend warrants

+ the payment of dividends directly into a bank or bullding soctety account

Their contact details are St Ives plc Shareholder Services, Capita Registrars, The Registry, 34 Beckenham Road, Beckenham,
Kent BR3 4TU

Capnta's shareholder helpline telephone number s 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 from 8 30 am to 5 30 p m, Monday to Friday

Alternatively, you can email your query to our regisirars at ssd@capitaregistars com although, for legal reasons, they may
subsequently require you to confirm any instruction in wnting

Our pnincipal advisers
Stockbrokers
Numis Securities 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 ECAP 4DU

Bankers
HSBC Bank plc, 76 Edgware Road, London W2 2EQ

The Royal Bank of Scotland plc, PO Box 2 AG, 63 Piccadilly, London W1A 2AG

Sohcitors.
Herbert Smith LLP, Exchange House, Primrose Street, London EC2A 2HS
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