


We will succeed by focusing on our strategy and
through employing our energy and expertise to

deliver it.

A sustainable
approach

p3 ] Our business model is about
sustainable solutions. We take

our own corporate and social
responsibilities seriously.

Improving our
business mix

pA- to drive growth, reduce

cyclicality and improve our
return on capital.

Effective
governance

pA-O Full details of our corporate

governance approach are
set out here.

Miles Roberts, Group Chief Executive

Differentiating
by adding value

p6 and by focusing on our

customers’ needs.

Strong
financials

péo 2010/11 has been a

successful year of change for
DS Smith. Full details are in
these financial statements.




DS Smith Plc at a glance
DS Smith has revenue of £2.5 billion and employs over 12,000 people

Our business

Packaging

DS Smith is focused on becoming the leading supplier of recycled packaging for consumer goods

D S SmithPackaging

DS SmithKaysersberg

UK Packaging

DS Smith operates an integrated model in
the UK, from waste paper collection, through
the manufacture of recycled paper, to the
design and production of corrugated
packaging.

Revenue: £917.7 million

Employees: c. 5,000

Manufacturing locations: 47

Market positions:

= No1 in the UK for collection of waste paper

= Nol in the UK for recycled paper
manufacture

= Nol in the UK for corrugated packaging

Continental European
Corrugated Packaging

On the continent we have corrugated
packaging manufacturing in France, Italy,
Poland, Czech Republic and Slovakia. Our
footprint in France has expanded this year
with the acquisition of Otor, now DS Smith
Packaging France. We also have an associate
corrugated packaging business in Ukraine.

Revenue: £599.4 million
Employees: c. 3,800
Manufacturing locations: 27
Market positions:

= Nol in France for corrugated packaging
supplied to fast moving consumer goods
(FMCG) customers

= No1l in Ukraine for corrugated packaging

= Strong local positions in Italy, Poland and
Slovakia

Plastic Packaging

DS Smith focuses on two plastic packaging
markets:

= Returnable transit packaging (RTP), which
are reusable container and pallet systems,
extruded sheet, and bottle crates;

= Liquid packaging and dispensing (LP&D),
being the bags and taps for bag-in-box
packaging systems.

Revenue: £242.2 million
Employees: c. 1,500
Manufacturing locations: 21
Market positions:

= A leading European supplier in the RTP
market

= No 2 globally in bag-in-box systems
and injection-moulded taps and
dispensers

Contribution to Group operating profit (excluding exceptional items and amortisation)

£54.2 million

(2009/10: £37.0 million)

40%

£39.8 million

(2009/10: £23.1 million)

29%

)

Office Products Wholesaling

£16.9 million
(2009/10: £16.6 million)

. 12%

SricERS

Spicers is the leading European wholesaler of
office products, with leading market positions

in the UK, France, Ireland and the Benelux
region, and with developing businesses in
Germany, Spain and ltaly. Spicers provides
a wholesaling service to its customer base
of office products dealers and re-sellers, who
themselves supply small and medium sized

offices. Spicers supplies approximately 15,000

active re-sellers throughout the business, and
has a range of over 20,000 products.

Revenue: £715.2 million
Employees: c. 1,900
Distribution centres: 21

£25.2 million

(2009/10: £21.4 million)

19%
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Efficiency Developing a
winning culture,
building on our
foundations

p8 by restructuring and p] O to align our people with

integjrating operations. our strategy and position
DS Smith for the future.
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Our Strategy

DS Smith Plc Annual Report 2011

“When | joined DS Smith in May 2010 | knew that it had the potential to be a
great company with much better financial returns for shareholders. Following
work with the senior management team, | explained the new strategy for the
Group in December 2010. The aim of this strategy is to make DS Smith operate
as one business and to transform the profile of our financial returns. DS Smith
will be a Group that delivers consistent growth ahead of GDP, has reduced
cyclicality, higher margins and a return on co‘oitoﬂ above our cost of capital.

Set out over the next few pages is how we wil

Our aims

| want DS Smith to deliver financial returns
that are sustainable and attractive to
shareholders. That means organic volume
growth in excess of GDP growth, less
cyclicality in profitability and returns, higher
margins to make the Group more financially
resilient, and consistent delivery of a return
on capital above our cost of capital.

In order to evaluate the business, the Group
management team have first reviewed

our current business mix and critically
considered which markets and businesses
will provide the sort of sustainable returns
that are attractive to shareholders and those
that will not. We have then considered how
we differentiate ourselves, so that we win in
the markets in which we choose to compete,
and how we match our offering with our
customers’ needs. These factors will drive
margins and produce greater resilience
across the business. Next we have
considered the efficiency and effectiveness
of the Group, including cost efficiency,

capital efficiency and the structure of our
business organisation as well as our
commercial contracts. We have further
considered the culture of the organisation
and also how to align our employees with
the tasks ahead. Finally, we have considered
how to achieve this while minimising
implementation risk.

Our focus

The Group aspires to be the leading supplier
of recycled packaging for consumer goods.
This is the area of the business that we will
seek to develop through investment of our
time and capital.

In order fo achieve this we infend fo focus
on our packaging business, particularly
building on our fast moving consumer
goods (FMCG) customers. We will expand
our recycling business that supports and

is integral to our recycled packaging.

We will reduce our exposure to paper
manufacturing where it is not aligned with
packaging, and look to streamline the

achieve that.”

Group. We will also realise significant cost
and capital efficiencies through changing
the organisational structure and ways

of working.

The next few pages take you through each
of these themes in turn, showing why we
think that recycled packaging for consumer
goods is the right business to achieve our
aims, how we will differentiate ourselves and
the steps that we are taking to deliver the
efficiency, cultural shift and risk management
that we need.

b

Miles Roberts
Group Chief Executive

How we should be measured

We have set testing targets for the next three years. We aim to satisfy our four stakeholders — customers, employees, the environment and
shareholders — by creating a higher margin business with reduced cyclicality, and returns on capital that consistently exceed our cost of

capital.
Metric FY 2009/10 FY 2010/11 Target
Customer service On-time, in-full delivery 94% 96% 97 %
Financial Like-for-like volume growth Flat +3% +3%
Return on sales A4.7% 5.5% 6 -8%
Return on capital employed 10.1% 12.7% 12-15%
Net debt/EBITDA 1.4x 1.6x <2.0x
Operating cash flow' /operating profit >150% 125% >120%
Employee Accident frequency rate 7.7 7.2 nil
Environmental CO2/revenue (kg/£'000) 426 369 -20%

in 10 years

1 before growth capital expenditure
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Overview

Improving our business mix
Differentiating by adding value
Efficiency

Developing a winning culture,
building on existing foundations

How our strategy is delivering the financial profile that we aim for

Financial aim

Strategic aim

Achievements in 2010/11

Consistent GDP+ growth ¢ Drive the use of retailready packaging by our e Underlying volume growth in packaging +8%
FMCG customers * Underlying Group volume growth +3%
® Build our business in Eastern Europe  Underlying revenue growth +10%
Reduced cyclicality ® Target FMCG customers — who themselves tend to ® FMCG customer base expanded with
see consistent demand for their products — to reduce Otor acquisifion
volume cyclicalit ® Consultation starfed on proposed closure of
® Reduce exposure fo paper production, which is subject fo one paper mill in the UK, potentially reducing
cyclicality in both price and volume annual output by 95 thousand fonnes
® Reduce the pricereview period in confracts — to reduce ® Contractual price review periods reduced to
cyclicality in our profits four months
® Increase the recycling business, which tends to deliver ® Recycling business has started work on its
consistent refurns expansion into Central and Eastern Europe
Higher operating profit ® Focus on delivering a high quality product differentiated e Operating profit margin up 80 basis points
margins by service, quality and innovation (bps) to 5.5%
* Improve efficiency * Customer service, measured by our
Group onime, infull performance, up
from 94% 1o 96%
® On track to deliver cost savings fotalling
£20 million from the UK business and from
procurement over the next three years
Returns on capital above ¢ Grow our packaging and recycling businesses, which ® Otor acquisition moved our business mix
our cost of capital have higher returns on capital towards corrugated packaging

® Reduce working capital by c. £75 million from 8% to
5% of revenue

® Reduce the proportion of paper manufacturing in the
Group - the most capitakintensive and low refurn area
of the business — where strategically possible

* Working capital productivity improved
by £24 million

® ROACE up 260bps to 12.7%

®
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Our Strategy continued

Improving our
business mix

to drive growth, reduce cyclicality
and improve our return on capital.

We see sustained growth in
corrugated packaging for
consumer goods

We believe that there is considerable
sustainable growth potential in our
corrugated packaging businesses, both in
Western Europe and in Central and Eastern
Europe. The corrugated packaging sector
has growth prospects in excess of GDP
growth. The use of retail-ready packaging is
being driven by major retailers and FMCG
companies, for whom it helps to reduce
costs and build sales. We have identified
opportunities within the UK and France to
drive further adoption of higher quality
retail-ready packaging and for greater use
of corrugated packaging, in substitution for
other materials that are less easily recycled.
In Central and Eastern Europe, consumption
of corrugated packaging for FMCG is
growing on the back of increased domestic
consumption, and of growing export
volumes. It is our aim fo grow our businesses

Retail-ready packaging benefits retailers

DS Smith Plc Annual Report 2011

We will invest our time and capital in markets
where the opportunities for growth and for
consistent returns are greatest. Therefore

we will build our packaging and recycling
businesses while reducing our exposure

to non-infegrated paper production.

in this region in absolute terms and to
increase the proportion of profits they bring
to the Group. This will be achieved by
organic growth and, where appropriate,
by acquisition.

Recycling gives us access to our

raw material

Our recycling business gives us security of
supply of our essential raw material, waste
paper. This is our urban forest. The recycling
business also connects us with the end-user
of our packaging, the refailer, facilitating the
use of corrugated packaging. The model of
owning our recycling business has proved
successful in the UK and we plan fo expand
it in continental Europe in conjunction with
our customers.

The Plastic Packaging business has a similar
customer base to the corrugated packaging
business and has some synergies with it. We
will continue fo invest in Plastic Packaging
where appropriate.

We will focus on our strategic
priorities

Our facilities for production of paper used
for corrugated packaging will be maintained
where integrated supply is strategically
beneficial, such as in the UK. Paper
production for external sale will be reduced.
For example, we have announced the start
of consultation in respect of the proposed
closure of one mill in the UK (capacity 95
thousand tonnes per annum).

Our Office Products Wholesaling business
has no synergies with the packaging
business and has the lowest margins in
the Group. We have strengthened the
management team to realise the
opportunities to improve performance,

in order fo maximise shareholder value.

Significant potential for growth in Central and Eastern Europe

® Reduces their costs
— faster shelfstacking
— less fransit packaging
— faster packing lines
— easier to dispose of

/

® Increased consumption of consumer goods

o Drives sales through easier 35%
product identification,
fewer stock-outs
e |s 100% recyclable
Carrefour Tesco

% use of retailready packaging
on store shelves

e Growth of infernational retailers

® Low cost manufacturing base for FMCG

26.4

Western
Europe

Central and
Eastern Europe

corrugated consumption per
capita (kg/per capita)
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Our Strategy continued

Differentiating
by adding value

and by focusing on our
customers’ needs.

We will meet our customers’ high
standards for service, quality

and innovation

We aim to differentiate our corrugated
packaging products through the service,
quality and innovation that we offer to our
customers. We will continue to invest in, and
focus on, delivering short lead times and
high quality products. These qualities are
necessary to win and keep the high quality
but demanding FMCG customers which we
have today and which we are targeting for
the future. We aim to match the service
requirements that they are expected to
deliver to their own customer, the retailer.
We work continuously with customers to
ensure our solutions add value to, and
reduce costs in, the supply chain of which
they form a part.

High standards of service

are essential to be a trusted
business partner

Service is measured by the proportion of
orders that we deliver to our customer

DS Smith Plc Annual Report 2011

We will build our market share by delivering
to our customers’ high standards of service,
quality and innovation in the sustainable
packaging solutions we offer.

on+ime, infull, essential to being a trusted
business partner. This metric is now reported
on regularly by all parts of the Group. While
we have made considerable progress over
the year 2010/11, improving from 94% to
96%, we aim to continue fo improve to a

97% target level in 2011/12.

Innovation delivers solutions

to our customers

We aim fo drive sales through offering
innovative products that solve the packaging
needs of our customers. The acquisition of
Oftor has accelerated this process due to the
strong legacy of innovation within Otor, with
products such as the “Otor 8" — a box with
angled corners for greater strength. In the
UK, R-Flute® was first launched in 2009
and over the year 2010/11 we have been
marketing it to customers with considerable
success. Work is ongoing fo ensure that
innovation designed in one part of the
business is effectively leveraged by the
whole organisation. R-Flute® is now being
rolled out into continental Europe to fulfil
demand from our largest customers.

R-Flute® drives sales, lowers costs and reduces carbon emissions

By offering our customers innovative
solutions that help them cut their costs and
their carbon footprint, we aim to maintain
and build our competitive position.

We offer our customers
sustainable solutions

We differentiate DS Smith from our
competition with our recycling proposition.
Through DS Smith Recycling, we are able to
offer a “cradle-to-cradle” service, recycling
waste packaging rather than sending it

to landfill. We have a strong relationship
with many of the largest retailers in the

UK who use DS Smith Recycling to manage
their recycling. We offer our customers

a 24/7/365 service, making sure that
corrugated packaging fits easily in their
supply chain. The recycling proposition

is an important point of differentiation as
consumer goods companies and retailers
seek to fulfil their environmental
commitments. It also facilitates the use

of corrugated board as a packaging
material and secures our supply

of this valuable resource.

Thicker corrugated board is usually the
strongest, whilst board where the fluting

is close together gives a better surface

for printing. DS Smith has designed and
registered a new type of corrugated board,
RFlute®, that delivers the best of both in
terms of strength and print quality, ideal

for retailready packaging.

20% fewer vehicles

The Saucy Fish Co. receives more
packaging per delivery, resulting in
20% fewer vehicles on the road.

Benefits:

® Packaging is 20% thinner, meaning more
packaging can be delivered per pallet and
per vehicle, with less warehousing required
— all of which saves cost and carbon in the
supply chain

® Reported improved packing line efficiency
* High quality print finish - attractive
to consumers

® Better quality perforations give cleaner
edges for an attractive retail display
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Customer focused

Cadbury has been an important customer
of DS Smith for a number of years. We
are committed to delivering the highest
standards of service and quality to them.
For example, we ensure that the iconic
Cadbury purple colour is consistent on

all the packaging we produce for them,
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Our Strategy continued

Eﬁiciency We will build a more ef‘ficierﬂ Group, with.the
aim of operating as one business. It is not just
W about cost synergies — by working together
infegrating operafions. more effectively we can improve our customer
service and reduce inventory levels too.

We will drive the efficiency and January 2011 and progress is being made,
effectiveness of the business with a total of £6 million (split between
We will be improving further the efficiency ~ operational and capital expenditure)

of the Group, in respect of both operations  expected to be delivered in 2011/12.
and capital. Operational efficiencies will
come from a change in the structure of

the Group, with businesses more closely
infegrated to eliminate duplicate overheads
and to drive revenue growth through co-
ordinated customer management and shared
best practice in innovation. Annual cost
savings of £10 million are expected to

be realised by April 2014 from the changes

in structure to the UK businesses, and are of revenue from 8% to 5% over the three
expected to cost £10 million to achieve in years to April 2014, equivalent to c. £75
cash ferms. We expect to deliver £3 million  million. £24 million has been achieved by

We are improving our capital
efficiency too

We will also improve our capital efficiency in
relation to working capital and investment.
We face a significant challenge in working
capital as rising prices increase the carrying
value of inventories and debtors. On working
capital, our targeted savings are for a
reduction in working capital as a percentage

of these savings in 2011/12. 30 April 2011.

There are opportunities to reduce Capital investments will be made on a
costs in purchasing strategic basis, with an emphasis on the
Further, we are targeting annual cost savings packaging businesses and market sectors
from procurement of £10 million by April that have historically delivered higher and
2012, by building a central purchasing less cyclical operating margins.

team. Work has been underway since

A new structure to support the business functions... ...and to drive financial performance

Through adopting a new structure and
adding expertise in areas such as

\ procurement, we expect fo make
- Continental Europe material savings in cost and capital
usIiness | |
Units : e £10 million from UK structural costs b
Europe excl. , Office 4 Y
LS Heines France and UK Plastics Products April 2014
Group ® £10 million from procurement by
Support [ Cusfomer Management April 2012
Functions
— Procurement ® £75 million from working capital by
April 2014
— Human Resources

— Finance and legal
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Our Strategy continued

Developing a
winning culture,
building on our

foundations

to align our people with our sirategy
and position DS Smith for the future.

We are developing our people

We are undertaking a series of steps to
improve engagement among employees
with the corporate goals and to align our
employees with the aims of the Group.

A new Group-wide development appraisal
programme is being rolled out so that
everyone understands the part they play in
the organisation. We have also conducted
our first Group-wide employee survey

to understand how to develop our

people further.

Employees are being aligned

with shareholders

Our people are also being offered the
opportunity to be shareholders in the Group,
with the roll-out of a Sharesave Plan to UK
employees in early 2011. There are plans
to extend similar offers to employees in
other regions.

In2010/11 DS Smith completed its first
Group-wide engagement survey, with 79%
of employees taking the time fo participate.
This is a very high level of participation for
a first survey, which reflects the dedication
and commitment of the Group’s employees.
The engagement survey is an opportunity fo
listen to the structured feedback and views
of our employees. The results have been
analysed and communicated, and priorities
for improvement have been identified by
management teams with action plans
developed for the coming year. A further
survey will be completed in 2012 to monitor

DS Smith Plc Annual Report 2011

Our people are essential in the successful
implementation of the strategy. We are
working, therefore, to ensure that everyone
understands the part they play, underpinned
by a strong management team.

the progress made against these plans.
The Group has also embarked on a
programme to communicate and engage
all its employees with the new corporate
strategy. This programme will ensure that
all employees know the Group's vision and
values, its strategic goals and the role they
can play.

We aim to be a great -

and safe — place to work

Safety at work is always our first priority.
We are delighted with the progress that has
been made this year fo improve further on our
record — for example we recorded a 9%
reduction in lost time accidents and a 7%
reduction in the accident frequency rate for
the Group as a whole. The acquisition of
Otor presents us with the challenge and
opportunity to bring their safety record into
line with that of the rest of the Group.

Senior management has

been enhanced

Senior management in the Group has been
strengthened, for example, with the creation
of the new role of Divisional Chief Executive
of the UK Packaging business, encompassing
the recycling, paper and corrugated
packaging businesses, and a Group
Procurement Officer. Senior managers

now have a major element of their annual
remuneration linked both to profit and to
return on average capital employed in
order to align their interests with those

of shareholders.

The Group Steering Team has been
established (chaired by Miles Roberts),
to manage the progress of the Group
as a whole.

Managing our execution risk

The execution risk associated with this
business strategy is being managed by
ensuring that our actions are rooted in

our existing capabilities and customers.
Opportunities for investment will be critically
assessed on the basis of demand from our
existing group of customers, with care taken
that no individual customer accounts for too
large a proportion of our revenue.

Customers are at the centre

of our new structure

We have put in place a pan-European
customer management team to ensure that
we take care of our largest customers in a
co-ordinated way across the Group. This
team comprises account executives and
senior regional managers, who work
together to ensure that these customers
are offered a seamless service and that
we organise our business to deliver to
them in the most effective manner.
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62

sites had no lost
time accidents

Our overall goal is to have no lost time
accidents in the Group - a significant farget
for a manufacturing business. 62 of our
128 sites achieved this stretching target in
2010/11, testimony to a relentless focus

on safe working practices. In the Group’s
engagement survey, 84% of respondents
agreed that health and safety was taken
seriously at their workplace.
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We have had a strong year and our Adjusted operating profit Profit before tax
focus on recycled consumer packaging £136.1m £102.2m
is proving successful: 2010: £98.1m 2010: £55.0m

* Turnover up 19.5becNkoNbhoNbucNkoNbscNBU B lolnNgkhljjjkNdie RNbOcNnrmogk NT ifNkBngN-M Blb cNhlscNkoNbscNke
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Adjusted return on average

Adjusted earnings per share Adjusted return on sales capital employed
18.9p 5.5% 12.7%
2010: 13.9p 2010: 4.7% 2010: 10.1%
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Definition Definition Definition
Earnings divided by weighted Adjusted operating profit Adjusted operating profit
average number of shares, as a percentage of revenue as a percentage of average
adjusted to exclude monthly capital employed
amortisation and Target
exceptional items 6% - 8% Target
12% - 15%
mZ
3

Weighted average cost

of capital Net debt/EBITDA
11.0% 1.6 times
2010: 11.8% 2010: 1.4 times
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Chairman’s Statement

“The full year dividend has been increased by
41.3%. | am confident that the coming year
will be one of considerable further progress.”

Adjusted earnings per share Total dividend per share
18.9p 6.5p
2010: 13.9p 2010: 4.6p
5 5| e
N
N
s - o
- 0
I <
07 08 09 10 11 07 08 09 10 11

| am delighted to report on the considerable
progress achieved during 2010/11 under
our new Group Chief Executive, Miles
Roberts, who joined on 4 May 2010.
Trading performance improved significantly,
a new and ambitious strategic vision was
set, performance measures are established
which will generate significant shareholder
value, and major corporate developments
have been delivered, not least the acquisition
of Otor in France.

Corporate developments

and strategy

In July 2010 we announced that DS Smith
had agreed to purchase Otor, a leading
packaging business in France. The acquisition
was completed on 1 September 2010. To
maintain prudent levels of debt, we issued
an additional 39.3 million shares at the time
of agreement. This share issue was heavily
oversubscribed and placed at a discount of
less than 1% to the opening share price on
the day. The combined operations in France
have been re-branded as DS Smith
Packaging France under a management
team drawn from both businesses. This
transaction has exceeded our expectations
both in terms of financial returns and the
support we have received from customers.

In December 2010 Miles presented his
strategic vision for the Group to our investors.
That vision is set out in the preceding pages
of this document and will transform the
financial profile of the business. The
management team have made a strong start
in implementing the plan and the results for
the year show that this strategy is already
yielding results. The Otor acquisition, though
it pre-dated the strategic announcement, fits
squarely info the vision, as it accelerates our
leadership in corrugated packaging
solutions for consumer goods customers.

Trading performance

The restructuring and repositioning of the
DS Smith Group in the recent difficult years
has enabled us to benefit fully from the
recovery in the European economy. Our
focus on fast moving consumer goods
customers, central to the Group's strategy,
has served us well as we report likeforlike
volume growth of 8% in our packaging
business for the year. This growth, together
with the benefits of tight cost control,
resulted in an adjusted operating profit



of £136.1 million, an increase of 38.7%
year-on-year, or 20.0% excluding the benefit
of the Otor acquisition. This improvement
has been achieved despite significant input
cost increases, which we have recovered
through pricing. Adjusted earnings

per share rose 36.0% to 18.9 pence
(2009/10: 13.9 pence).

Dividend

The Board considers the dividend to be an
important component of shareholder returns.
As part of the review of business strategy,
we re-defined our dividend policy to reflect
the expected change in our financial profile.
In considering dividends, the Board will be
mindful of the Group’s debt levels, earnings
growth potential and opportunities for
profitable growth. To sustain a progressive
dividend policy, the Board anticipates that
dividend cover should average 2.0 to 2.5
times through the cycle.

Accordingly, the Board recommends a
final dividend for the year 2010/11 of
4.5 pence per share which, together with
the interim dividend of 2.0 pence, gives
a total dividend for the year of 6.5 pence
(2009/10: 4.6 pence). This represents
an increase of 41.3% over the prior year,
a cover of 2.9 times in relation to our
adjusted earnings per share (2009/10:
3.0 times), and is a significant first step
towards our target.

Board changes

DS Smith has a very strong Board. This
reflects the exciting potential the Company
has for growth in the coming years.

In addition to welcoming Miles Roberts,
our Group Chief Executive, at the start

of the financial year, we have had two
other Board changes. We are delighted
that Gareth Davis joined the Board on

1 June 2010, having previously been
Chief Executive of Imperial Tobacco PLC
from 1996 to 2010. He also is Chairman
of Wolseley plc and of William Hill PLC.
As expected, he has brought a great deal
of vigour as well as highly relevant
experience to the Board discussions.

Bob Beeston retired from the Board in
December 2010 having served for ten
years, for much of that period as Senior
Independent Director. | would like to thank
him for his ceaseless challenge and support.
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| am also pleased to congratulate another
non-Executive Director, Philippe Mellier,
on his appointment as Group Chief
Executive Officer of De Beers.

After ten years as our Company Secretary,
Carolyn Cattermole will be leaving the
Group on 30 June 2011. | would like to
thank her for the tremendous support she
has given the Board and particularly me
over these years and wish her well in her
future career. | am pleased to report that
Matthew Jowett will be joining the Group
as Company Secretary and General
Counsel, taking over the role from

1 July 201 1. He brings substantial
international and business experience
and we look forward to working with him.

Finally, on behalf of the Board, | would
like to thank all our colleagues across the
business for their continued hard work and
commitment. It has been their support for
our efforts to recover rising input costs and
sustain growth by focusing on delivering
the service, quality and innovation our
customers demand that has enabled us

to deliver our profit performance.

| am confident that the coming year will
be one of considerable further progress.

b

Peter Johnson
Chairman
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Group Chief Executive's Statement

Overview

In the year to 30 April 2011 DS Smith grew revenue by 19.5%
(10.0% excluding Otor, the French corrugated packaging business
acquired on 1 September 2010), improved adjusted operating
profit margin by 80bps to 5.5% (2009/10: 4.7%) and increased
adjusted operating profit by 38.7% (20.0% excluding Otor)

to £136.1 million (2009/10: £98.1 million).

The Group increased its market share in its key markets and recovered
rising input costs in line with our expectations. This progress was
achieved by focusing on what matters to our customers - service,
quality and innovation — and relentless attention to pricing for input
cost recovery.

This has also been a year of significant change for the business,
with initiation of our new strategy — to become the leading supplier
of recycled packaging for consumer goods — in December 2010
and the acquisition of Otor. With this acquisition we are now the
leading supplier of corrugated packaging for fast moving consumer
goods (FMCG) customers in France. Otor has also brought with it a
number of patented innovations that are now being offered to our
customers throughout the Group.

The Group was strongly cash generative in the year, with free
cash flow of £100.7 million (2009/10: £76.8 million). Net debt

increased by £111.5 million to £351.0 million (2009/10:

£239.5 million) due to expenditure of £203.2 million to purchase
Otor (including acquired net debt), partly offset by strong operating
cash flow and funds raised through the issue of equity in July 2010.

| am very pleased to report that the Group’s adjusted return on
average capital employed (ROACE) increased substantially in
2010/11 10 12.7% (2009/10: 10.1%), exceeding the Group’s
estimated cost of capital of around 11.0% on the current business
mix. This reflects the improved profitability of the Group and a
significant focus on capital management. Divisional management
now have their remuneration aligned to return on capital measures
as well as to profit.

Delivery against our strategic goals

In December 2010 | set out our strategy to become the leading
supplier of recycled packaging for consumer goods, and the
resultant expected improvement in our medium-term financial
performance. | am pleased that these results demonstrate an
encouraging first step towards our financial goals. | also said that
we would deliver our strategy through focusing on improving our
business mix, differentiating ourselves from our competition, and
at the same time concentrating on our efficiency, culture and
implementation risk management.

Cost and carbon savings
for Kellogg's Nutri-Grain

R-Flute® has helped to achieve consumer impact
and significant savings in cost and carbon for
Kellogg's Nutri-Grain range. A previous pack
was reported to look ‘washed out’. The new
R-Flute® pack stands out on the shelf, and is
easy fo find back-ofstore, helping to drive on-
shelf availability. The change to R-Flute® means
that Kellogg's receives 911 fewer pallets of
inbound packaging, equating to a massive

24 full loads per year.

24 full lorry loads

saved per year
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expect to see a £3 million benefit from UK efficiency savings
and a £6 million benefit from procurement (split equally between
bperational expenditure and capital expenditure). We are also
ow able to increase our estimate of the cost savings we expect
om the Ofor acquisition from our original estimate of €9.3 million
b €13.0 million (currently equivalent to £11.6 million), and we
pect those savings to be delivered by April 2013, one year
krlier than originally expected. With regard to capital efficiency,
at 30 April 2011 we had achieved an improvement in working
bital of c. £24 million.

| have been pleased with the progress we,
implementing our strategy over the year,

With regard to business mix, the big
acquisition of Otor, which transform
continental Europe and raises the
customers across the packagin
another key area for growth,
developing its activities org
preparatory work in Cent
further expansion. Our
with our strategy, wit
either packaging or,

actions to reduce cyclicality in our profits and margins, through
nges fo our pricing review periods within customer contracts,

b progressed fo plan. The average price renewal period in the
hind continental Europe, excluding Otor, is now at four months,
from six months, meaning that we can recover rising input
more promptly. We expect to make continued progress on

contracts come up for renewal.

We have also m
infegrated pa

| am pleased with the progress to date, | believe that there
tantially further to go to realise the full potential of the Group.
e coming year, | plan to focus further on business mix —

5 the recycled packaging business in our target regions
ucing non-core activities. The actions to improve our

tiation through service, quality and innovation are now

by and we continue to pay significant aftention to pricing

er rising costs. On efficiency, engaging our people and risk
nent | have been very encouraged by the first steps and
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2010/11 2009/10
Revenue — £m 917.7 750.2
Adjusted operating profit — £m 54.2 37.0
Adjusted return on sales — % 5.9 4.9
Adjusted return on average capital employed — % 10.3 6.9

Market and business background

e In the UK, DS Smith operates three businesses, being corrugated
packaging, paper manufacturing and waste paper collection.
We operate from 28 corrugated packaging factories, 4 paper
mills and 15 recycling depots.

DS Smith in the UK manufactures c. 1.125 billion m? of corrugated
packaging and board; the UK market size is estimated at

c. 4.1 billion m?2. We also manufacture c. 770 thousand tonnes

of corrugated case material (CCM) (the UK market is estimated at
c. 2.1 million tonnes) and we make an additional c. 260 thousand
tonnes of other paper grades, principally plasterboard liner. Of the
CCM that we manufactured in 2010/11, approximately 300

thousand tonnes was used within our packaging business.

DS Smith Recycling collects c. 1.8 million tonnes of old corrugated
containers and other used paper per year, the majority of which
is used by our recycled paper manufacturing operations.

The market size for all types of recycled materials in the UK

is 7.9 million tonnes.

Our customer base for our corrugated box products is
approximately 75% FMCG, with our largest UK Packaging
customer comprising under 3% of the revenue of the division.

Packaging

The market for corrugated packaging in Europe grew 3% year-on-
year (Source: FEFCO (European Federation of Corrugated Board
Manufacturers), year to 31 March 2011) with growth in the UK
market being 1% for the same period. We have been able to grow
ahead of the market due to our strategy of focusing on recycled
packaging for FMCG customers.

Volume growth of 8% across the packaging businesses (excluding
the impact of Otor) was achieved through our approach to winning
and retaining business by delivering high levels of customer service,
quality and innovation which enabled us to gain new customers and
expand our position with existing customers.

Increases in input costs have been substantial, with, for example,
the market price of recovered fibre rising year-on-year by 75%.

Our total input costs in the Packaging business have increased

26% year-on-year, and we have raised prices to recover these
costs. Our profit performance, with improved refurn on sales margins,
demonstrates the discipline that has been employed in cost recovery
and the mix benefit from the higher proportion of FMCG business.
We have been successful in recovering our costs due fo the
constructive commercial relationships we have with our customers,
where our ability o meet their high standards has been instrumental
in differentiating our packaging offering.

UK Packaging

Our UK Packaging operations, which include our recycling business,
UK paper manufacturing and our UK corrugated packaging
businesses, have delivered revenue growth of 22.3%, driven by
volume growth as well as pricing fo recover rising costs. The resilience
and growth demonstrated by our FMCG customers has provided an
aftractive market, which we have targeted with our focus on service,
quality and innovation.
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For example, this year has seen the successful commercialisation
of the innovative R-Flute® design, offering our customers optimised
performance whilst minimising material content and thickness, with
commensurate savings in fransportation and storage cosfs. Some
of our major customers have converted entirely to RFlute®. The UK
corrugated packaging business has maintained its high levels of
customer service, which has enabled us to expand our position
with key customers.

In the recycling business, annual sales volumes grew 5.5% on the
previous year. During 2010/11, we gained additional business

from an existing large retail customer such that we are now their sole
collector of fibre in the UK; this position was won due to our service
and our carbon impact analysis tool. We are currently working with

a number of our large retail customers to deliver front-ofstore recycling
collection services; again, we won this business due to our
commitment to high standards of service.

The UK paper business has given significant attention to improving
its service levels, with their OTIF performance increasing substantially
over the course of the year. The business has also invested in
improving its customer management procedures. The paper
business has seen good year-on-year progression, particularly

at our major plant at Kemsley.

The UK Packaging business has undergone structural change in the
year with the recycling, paper and corrugated packaging businesses
now all managed as a single enterprise in order to support the
corrugated packaging activities. The recycling business is now
rebranded as DS Smith Recycling (formerly Severnside Recycling)

and the paper business is now DS Smith Paper (formerly St Regis).
The UK Packaging business is run by a new Divisional Chief Executive
who is leading a programme to make the UK operations more
effective and cost efficient, with a target to achieve £10 million
annual savings from improved effectiveness by April 2014.
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Adjusted operating profit margin in the UK Packaging business
increased 100bps to 5.9% (2009/10: 4.9%) and adjusted operating
profit increased 46.5% to £54.2 million (2009/10: £37.0 million).
ROACE improved to 10.3% (2009/10: 6.9%) reflecting both

improved profitability and a reduction in working capital.

FONVNIIAOD

Looking ahead to 2011/12, we are confident that our chosen target
market of FMCG customers will remain resilient. Collaborative action
within our business will deliver further innovation, closely aligned to
our customers’ needs. For example, adaptation of Otor’s extensive
range of design and technology will offer valuable new options for
UK customers. Our recycling business expects to expand further
overseas and we expect to extend our coverage fo cusfomers in
France, Hungary and Poland over the course of the financial year.

SINIWAELVLS TVIONVNIA

Cadbury Nibbles Award \/\/inning

DS Smith together with customer Cadbury won P k .

the RetailReady Packaging award at the UK ac Og | ﬂg
Packaging Awards in November 2010 for the

Cadbury Nibbles box. The judging panel said

it was “a perfect example of how refail-ready

packaging benefits the brand, supermarket

and, importantly, the consumer”.
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Continental European Corrugated Packaging

2010/11 2009/10
Revenue — £m 599.4 3554
Adjusted operating profit — £m 39.8 23.1
Adjusted return on sales — % 6.6 6.5
Adjusted return on average capital employed — % 12.5 12.0

Market and business background

e The market for corrugated board across continental Europe is
estimated at c. 30 billion m? (Source: FEFCO (European Federation
of Corrugated Board Manufacturers)) of which France and Poland
comprise ¢. 15% and c. 7.5% respectively.

® Our continental European business now includes the operations
purchased as part of the Otor acquisition. In fotal we now have 27
sites throughout Europe, in France, ltaly, Poland, Czech Republic
and Slovakia. DS Smith in continental Europe produces c. 1.3
billion m? of corrugated board on an annualised basis. DS Smith
also manufactures recycled paper, with annualised output of c.
300 thousand tonnes, approximately half of which is CCM, largely
used by our corrugated packaging operations, and the remainder
is solid board, sold externally.

Our customer base for our corrugated packaging is 65% FMCG,
with our largest customer in continental Europe comprising under
4% of the revenue of the division.

Revenue for the period was up 68.7% (up 13.2% excluding the
eight months’ confribution from Otor), and volumes were up 8.7%
year-on-year, excluding the contribution from Otor. Pricing increased
to recover rising input costs. Our service levels remained consistently
high, facilitating our ability to recover costs promptly.

Otor was acquired on 1 September 2010 and the two principal
DS Smith corrugated packaging sites previously owned in France
are now combined with the six principal sites from Otor, run as one
business under the name DS Smith Packaging France. In the eight
months of ownership, Otor delivered an adjusted operating profit
margin of 9.4% and an annudlised return on invested capital
(being the return on the consideration paid plus debt assumed on
acquisition) of 13.6%. The integration is now expected to deliver
cost savings of €13.0 million (estimated at €9.3 million at the time
of acquisition) by April 2013 (currently equivalent to £11.6 million
and £8.3 million respectively). €3 million (£2.7 million equivalent)
has been delivered in the financial year 2010/11 and we are
confident of delivering the targeted savings in full.

Whilst the acquisition due diligence had led us to expect some
commercial synergies, we have been very pleased by the
commercial response and pace of synergies, with existing

Otor customers now buying from the wider DS Smith network, and
with DS Smith customers expanding their position with us in France.

In Poland and ltaly we have invested in printing machinery to deliver
higher value-added products, and these businesses have continued to
deliver strong returns in the year. In Ukraine, where we operate as
part of a joint venture, volume and revenue growth has been good
with effective cost recovery, due fo a mix of improved performance
from local customers and from servicing international customers.

Adjusted operating profit margin of the division is up 10bps

due to the mix benefit of Otor, partially offset by the usual c. three
month delay in cost recovery in some parts of the business. Adjusted
operating profit increased 72.3% and ROACE is up 50bps to
12.5% due to the mix benefit of Otor.

Looking ahead to 2011/12, we expect to see continued pressure
on costs and consequently will continue to seek to recover these,
securing our position with customers by the excellent service and
innovative solutions that we offer. We will also be rolling out further
innovation with corrugators in France now equipped to make
R-Flute® and there are plans to extend this capacity to our
operations in Poland.

High specification design

This 8 corner box for retailready
display was developed for Lactalis
“President” camembert boxes to
allow the product to be transported
flat and displayed vertically. The box
is specially designed to be packed at
35 cases per minute and is constructed
to enable easy cooling of the products
as they are packed warm. It is also
ecofriendly as the new packaging
represents a 10% weight saving

and fits 20% more products on each
transport pallet.

20% more on each
fransport pallet
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Operating Review
Plastic Packaging

2010/11 2009/10
Revenue - £m 242.2 231.3
Adjusted operating profit — £m 16.9 16.6
Adjusted return on sales — % 7.0 7.2
Adjusted return on average capital employed — % 14.9 13.4

Revenue grew 4.7% and adjusted operating profits increased by
1.8% year-on-year. Excluding the disposal of the Demes business in
January 2010, revenue grew 11.0% and adjusted operating profit
grew 8.6%. Revenue growth was driven by volume growth of 9.4%,
and price increases fo cover rising input costs. The business has grown
its volumes through a focus on commercialising its innovative products,
marketed at the retail, FMCG and fastfood sectors. For example,

Market and business background

e Our Plastic Packaging division comprises returnable transit
packaging (RTP) and liquid packaging and dispensing
(LP&D) products.

e RTP is used across the retail, automotive, electronics and beverage

sectors, with demand being driven by overall industry activity
levels. It operates from 10 locations in the UK, France, Belgium,
Spain, Poland and Slovakia.

o LP&D is used in the beverage sector, for alcoholic, dairy and fruit-
based soft drinks, plus use in industrial solutions such as oils and
in-home and personal care products, such as laundry detergents.

The global market for LP&D products is estimated at £500 million.

DS Smith has a number 2 position in the global market, with

a particularly strong position in the US. It operates from 11
manufacturing locations in the UK, USA, Germany, France,
Bulgaria, Slovakia, Russia, Australia and New Zealand. Our
Plastic Packaging business also includes StePac, based in Israel,
which makes specialised modified atmosphere packaging for
the fransportation of fruit and vegetables.

® Plastic Packaging has a diverse customer base, with the largest
customer comprising c. 3% of the revenue of the division.

the LP&D business has brought out a number of new products, such
as bag and tap solutions for serving beverages, which has driven
sales to existing key customers. The returnable transit packaging
business has continued to make consistent progress, benefiting from
prior year cost reductions and commercialisation of a new innovative
mobile pallet solution for retailers. The adjusted operating profit
margin remained high at 7.0% and ROACE is excellent at 14.9%
due to improved working capital.
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Collaborative design g
DS Smith Plastics has developed an innovative bag-in-box solution for %
Millers Oil premium oil range. The design of the pack with a tamper m
proof, twin walled, sealed bag placed within a branded cardboard
box makes it easier to handle, stack and transport, while the sturdy
box offers additional protection for the contents. The easy-access tap -
ensures safe dispensing with no glugging and minimal spillage and Z
product waste. These benefits make the pack highly practical in z
a workshop environment. The bag, box and tap are all made >
by DS Smith. 9
=
5
z
@

All made by DS Smith
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2010/11 2009/10
Revenue — £m 715.2 733.7
Adjusted operating profit — £m 25.2 21.4
Adjusted return on sales — % 3.5 2.9
Adjusted return on average capital employed — % 22.4 17.9

Market and business background

® The office supplies markets in the UK, France, Germany and
Benelux are estimated at £6.8 billion, €9.8 billion, €13.3 billion
and €4.5 billion respectively. Spicers has a number one position
in the UK and France, a strong position in Germany, particularly
in non-electrical office supplies, and is the leading wholesaler in
Belgium. The dealer and re-seller market that Spicers addresses
comprises c. 35% of the total office products markets in the
countries in which Spicers operates.

e Spicers operates from a network of 21 distribution centres based
in the UK, Ireland, France, Benelux, Germany, Spain and ltaly.

e Spicers sells to 15,000 active re-sellers and stocks up to 20,000
product lines.

Revenue in constant currency was broadly flat yearon-year, with a
strong performance in continental Europe offset by more challenging
trading conditions in the UK. Successful initiatives during the year
included further expansion of our facilities management product
range, and further extension of our own label brand 5 Star. Our
popular Calipage dealer formula has been rolled out into Germany
and we now have c. 500 Calipage dealers in Europe. The
management team has been strengthened, including a new
Divisional Chief Executive. Profit was up 17.8% to £25.2 million
(2009/10: £21.4 million) due to tight cost control, particularly in
the UK, and initiatives based on the strategy to supply “everything
for the office”. Adjusted operating profit margin increased to 3.5%
(2009/10: 2.9%) showing the benefits of a disciplined approach
to margins achieved through a combination of product mix and
pricing. The business has made targeted investments fo improve

its supply chain efficiency, which have been more than funded

by continued improvements in working capital.

In 2011/12 the business will continue to focus on its service levels
to customers, realising cost efficiencies and margin management.

Calipage roll-out

Calipage is growing across Europe as we initiate a range of marketing
programmes in Benelux, France, Spain and Germany. In April 2011 we
\Tunched our new infegrated e-commerce platform in France, Calipage.com.
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We have delivered strong volume growth,
despite increasing prices fo recover rising input
costs. Our returns are improving and Otor is
performing well.

3#/3#A
The Group has achieved a strong financial performance despite
an environment of significant input cost pressures. The results reflect
the success of our pricing strategy to recover increased input costs
faster and incorporate the eight months’ results from the acquisition
of Otor. Excluding Otor, our underlying adjusted operating profit
(excluding amortisation and exceptional items) increased by £19.5
million compared to 2009/10. Otor generated adjusted operating
profit of €21.7 million with a return on sales of 9.4% and an
annualised return on invested capital of 13.6%. Free cash flow was
higher than in 2009/10 due to improved management of working
capital despite the impact of price increases and higher volumes.

/"7, % /#02*10
The Group's trading results for the year to 30 April 2011 are
summarised in Table 1.

The major drivers of the 2010/11 results were: improved
performance in our UK Packaging businesses, the acquisition of
Otor in September 2010, and an improvement in performance
from the Office Products Wholesaling segment.

Revenue for the financial year ended 30 April 2011 increased by
19.5% compared with the prior year; it was 15.3% higher in the first
half of the year and 23.5% higher in the second half. Excluding the

effect of the acquisition of Otor, revenue was up 10.0% on 2009/10.

Adjusted Group operating profit in 2010/11 increased by £38.0
million. UK Packaging was up by £17.2 million at £54.2 million,
whilst Continental European Corrugated Packaging increased

by £16.7 million to £39.8 million, of which Otor accounted for
£18.5 million offset by the loss of profit from the disposal of the
Group's business in Turkey. This performance was supported by
Plastic Packaging which increased operating profit by £0.3 million
to £16.9 million, and Office Products Wholesaling which was
£3.8 million ahead of last year at £25.2 million. The Group's
adjusted return on sales increased by 80 basis points to 5.5%.

#3# /6"#,
Group Finance Director
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The Group's adjusted pre-tax refurn on capital employed (which is
defined as the adjusted operating profit divided by the average capital
employed) increased from 10.1% in 2009/10 to 12.7% in 2010/11,
above the Group's estimated pretax cost of capital of 11.0%. The
increase in the Group's return on capital employed reflected higher
refurns in 2010/11 across all of our business segments.

S5i# ', *’1#+0
The Group recorded net exceptional gains before tax of £1.2 million
during the year (2009/10: charge of £13.3 million). A curtailment
gain primarily arising from the closure of the UK defined benefit
pension scheme of £35.3 million has been recorded as
exceptional income.

Restructuring costs were £8.4 million. Impairments included the
impairment of the carrying value of fixed and intangible assets within
UK Packaging of £14.3 million on certain under-performing assets
and the impairment of intangible assets within Plastic Packaging

of £1.6 million.

Costs related to the acquisition of Otor were treated as exceptional
items amounted to £7.2 million. The disposal of the Group's business
in Turkey and the sale of certain small packaging businesses in the

UK resulted in a net loss of £2.6 million.

Operating profit after exceptional items was £129.4 million
(2009/10: £80.7 million).

J#MHOL 15 T # [, ,%0 J# 0& /#
Net interest expense increased from £14.4 million in 2009/10
to £19.8 million in 2010/11, mainly reflecting increased net debt
following the Otor acquisition. The employment benefit net finance
expense, which is a non-cash item, was £7.4 million (2009/10:
£11.5 million), reflecting a lower opening deficit on the defined
benefit schemes. For 2011/12, due to the reduction in liabilities
following the closure of the UK pension scheme to future accrual,
it is anticipated that there will be a further decrease in the
employment benefit finance charge to c. £3.0 million.

In 2008/09 the Group took the decision to impair fully its
investment in Rubezhansk, the Group’s associate business in
Ukraine. Consequently, the Group has not recorded any income
in respect of profit achieved by the business. Negotiations are
continuing between Rubezhansk and lenders regarding the
restructuring of Rubezhansk’s US$80 million loan. There is

no recourse to the Group for the loan held by Rubezhansk.

Adjusted profit before tax (excluding amortisation and exceptional
items) was £108.9 million (2009/10: £72.4 million). Profit before
tax after amortisation and exceptional items was £102.2 million
(2009/10: £55.0 million).

The Group's effective tax rate, excluding exceptional items and
associates, at 28.2%, was higher than the previous year's rate of
26.1% mainly as a result of higher profits arising in France. A tax
credit on exceptional items of £2.7 million resulted from tax
allowances for restructuring costs, and a tax credit of £4.1 million
for asset impairment. The curtailment gain on the closure of the
pension scheme gave rise to a £9.8 million exceptional tax charge.

Adjusted basic earnings per share were 18.9 pence (2009/10:
13.9 pence). Basic earnings per share were 16.6 pence
(2009/10: 9.7 pence).
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with 6.9 times last year. The higher cover reflected the higher
adjusted operating profit. The ratio of net debt to EBITDA (before
exceptional items) was 1.6 times (2009/10: 1.4 times). This
includes a full year for EBITDA from Otor, as specified in the
Group's borrowing agreements.

The Group's banking covenants for the syndicated loan and the
private placements specify an Adjusted Interest Cover of not less
than 3.0 times, a maximum ratio of net debt to EBITDA of 3.25
times and net assets to be in excess of £360 million. The covenant
calculations exclude from the income statement exceptional items
and the net interest income/charge arising from the defined benefit
pension schemes. The calculation of net assets excludes the net asset
or liability arising from the defined benefit pension schemes. As at
30 April 2011, the most sensitive covenant is the Adjusted Interest
Cover and this had an Adjusted Profit headroom of £84.0 million
(30 April 2010: £56.6 million).

,#/%6 1-010
The high level of energy costs continued to be a significant factor for
the Group in 2010/11. The Group's total costs for gas, electricity
and diesel fuel increased from c. £109 million in 2009/10 to
c. £126 million in 2010/11. The Group continued with its strategy
of hedging energy costs with suppliers and financial institutions,
the purpose of which is to reduce the volatility of energy costs and
provide the Group with a degree of certainty over future energy costs.

JLorow2nz/4 Lt U# 02/6 + , WHAHH,L
The Group funds its operations from the following sources of cash:
operating cash flow, borrowing, shareholders’ equity and disposals
of peripheral businesses where appropriate. The Group's objective
is to achieve a capital structure that results in an appropriate cost
of capital whilst providing flexibility in immediate and medium-term
funding so as to accommodate material investments or acquisitions.
The Group also aims to maintain a strong balance sheet and to
provide confinuity of financing by having a range of maturities
and borrowing from a variety of sources.

The Group's overall treasury objectives are to ensure sufficient funds
are available for the Group to carry out its strategy and to manage
financial risks. The Group's treasury strategy is controlled through
the Treasury Committee, which meets regularly and includes the

Adjusted operating profit Adjusted return on sales

444 00+’1& 2) 1-+

Group Chief Executive, the Group Finance Director, the Group
Financial Controller and the Group Treasurer. The Group Treasury
function operates in accordance with policies and procedures
approved by the Board and controlled by the Group Treasurer.
The function arranges funding for the Group, provides a service
to operations and implements strategies for interest rate, foreign
exchange and energy exposure management.

The Group's main borrowing facilities are shown in Table 3. At
30 April 2011, the Group’s total committed borrowing facilities
were £727 .4 million. The fotal gross borrowings (including the
impact of cross-currency swaps) drawn under all these facilities at
the year end was £422.1 million. At 30 April 2011, the Group’s
borrowing facilities had a weighted-average maturity of four years
and two months.

oo =/1-4,%$ UYIHO o
Facility million Maturity
Private placement Us$105.0 2012
Private placement £25.0 2012
Private placement US$105.0 2014
Private placement US$95.0 2016
Syndicated revolving credit facility £287.5 2013
Syndicated term loan €81.0 2013
Private placement €59.0 2018
Private placement €59.0 2020

The maijor treasury risks to which the Group is exposed relate to
movements in interest and foreign exchange rates and volatility

of market prices for energy. The overall objective of the Treasury
function is to control these exposures whilst striking an appropriate
balance between mitigating risks and controlling costs. Financial
instruments, including derivatives, may be used in implementing
hedging strategies but the speculative use of financial instruments,
including derivatives, is not permitted.

The Group manages the risks associated with its purchases of energy
in the UK through its Energy Procurement Group, which operates

Free cash flow* Adjusted interest cover

£136.1m 5.5% £100.7m 7.6 times
2010: £98.1m 2010: 4.7% 2010: £76.8m 2010: 6.9 times
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under the oversight of the Treasury Committee. UK purchases of
energy represent the significant majority of the Group’s overall
energy costs.

The Treasury Committee regularly reviews the Group’s exposure to
interest rates and considers whether to borrow on fixed or floating
terms. Fixed-rate borrowing, taking into account the effect of related
swaps, comprised 58% of total borrowing at 30 April 2011

(30 April 2010: 44%).

The Group has a net investment in major overseas subsidiary
companies’ foreign currency assets and liabilities, in particular
those whose functional currency is the euro. The Group's policy is
to hedge a large part of the resulting exposure to movements in
foreign currency rates, by means of debt in the same currency, to
a level determined by the Treasury Committee. The overseas net
assets hedged through euro borrowing increased from 76% at
30 April 2010 to 87% at 30 April 2011, as a proportion of

the Group's euro net investment.

The Group's foreign currency debt may be put in place either

in the currency itself or through the use of crosscurrency swaps
on differently denominated borrowing. The Group applies hedge
accounting under IAS 39, ‘Financial Instruments: Recognition and
Measurement’, to its hedges of its net investment of foreign currency
subsidiaries and records exchange differences arising on the net
investments and the related foreign currency borrowing directly
in equity. In addition, the Group's operations make product sales
and purchases of raw materials in foreign currencies; here, cash
flow hedges are taken out to reduce the risk associated with
these transactions.

+_ /+#,1
When applying IAS 36, ‘Impairment of Assets’, the Group
compares the carrying amounts of goodwill and intangible assets
with the higher of their net realisable value and their value in

use fo defermine whether an impairment exists. The value in

use is calculated by discounting the future cash flows expected
to be generated by the assets or group of assets being tested for
impairment. At the year-end, a series of tests were undertaken to
determine whether there had been any impairment fo the balance
sheet carrying values of goodwill and other intangible assets. The
key assumptions behind the calculations can be found in note 10
to the financial statements. In summary, the tests indicated that the
goodwill and other intangible assets of certain small packaging
businesses within the UK Packaging and Plastic Packaging segments
required impairment by £2.2 million. A further impairment of
£1.2 million against research and development assets was
recorded within Plastic Packaging.

An impairment of £10.8 million has been made fo the fixed assets
of certain under-performing paper-making facilities in order to reflect
the estimated reduction in the useful economic life of these assets.

Additionally, an impairment of £1.7 million has been made to the
fixed assets of a small under-performing packaging business in the UK.

These costs were recorded as exceptional items and in total
comprised impairments against intangible assets of £3.4 million

and £12.5 million charged to property, plant and equipment. Whilst
the Board considers that its assumptions are realistic, it is possible
that impairment would be identified if any of the key assumptions

DS Smith Plc Annual Report 2011

were changed significantly. The net book value of goodwill and
other intangibles at 30 April 2011 was £344.8 million (30 April
2010: £221.2 million).

Approximately 45% of the carrying value of the Group’s goodwill
is allocated to UK Packaging, and 39% to Continental European
Corrugated Packaging.

Note 10 to the financial statements sets out additional information
regarding the Group'’s annual impairment exercise including the
details of the carrying value headroom for the key cash-generating
units that hold goodwill, together with sensitivity analysis.

#,0-,0
IAS 19, ‘Employee Benefits’, requires the Group to make assumptions
including, but not limited to, future asset returns, rates of inflation,
discount rates and current and future life expectancies. The use of
different assumptions could have a material effect on the accounting
values of the relevant assets and liabilities, which in turn could
result in a change to the cost of such liabilities as recognised in
the income statement over time. The assumptions involved are
subject to periodic review.

The Group operates one defined benefit pension scheme in the UK,
and also has some small overseas arrangements. The aggregate
gross assets of the schemes at 30 April 2011 were £731.5 million
and the gross liabilities at 30 April 2011, calculated under IAS 19,
were £879.0 million, resulting in the recognition of a gross balance
sheet deficit of £147.5 million (30 April 2010: £203.1 million),

a net deficit of £111.8 million (30 April 2010: £146.1 million)
after the establishment of a deferred tax asset of £35.7 million

(30 April 2010: £57.0 million). The decrease in the gross balance
sheet deficit of £55.6 million was principally due the curtailment
gain of £35.3 million arising from the closure of the UK scheme

to future accrual, and the actuarial gain of £40.0 million from

the change of indexation for future pensions from using the retail
price index to using the consumer price index.

In order to better control the future financial obligations of these
schemes, the Group’s UK defined benefit pension scheme was
closed to future accrual on 30 April 201 1. The current service cost
in 2010/11, amounted to £7.6 million compared with £6.7 million
in 2009/10. The Group’s annual cash contributions to the main UK
scheme were £30.1 million including the service cost of £7.6 million
(2009/10: £15.6 million). A triennial valuation of the main UK
scheme was carried out as at 30 April 2010. The Group has
agreed that cash contributions will in future be £14.8 million per
annum, rising by 2% per annum for the remaining 10 years, with

a view to closing the deficit within a 10 year recovery period.

Note 25 to the financial statements sets out additional information
regarding the Group's pension and post-retirement benefits.

Yo
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Risk Management

The Group maintains rigorous procedures
for understanding and managing its risks.

The Group has various risks, both external and internal, which could
have a material impact on its performance. The Group's exposure is
mitigated to some extent by the range of geographies and markets
served that constitute the business of the Group, and by the broad
customer base. The principal Group-wide risks, their impact on the
Group and how we mitigate those risks, are set out below.

Key risks

There are further references to risks faced by the Group, in the
Financial Review, Corporate Governance section and in the Notes
to the Consolidated Financial Statements of this report. The Group
seeks to mitigate insurable risks through an insurance programme
that covers property and liability risks where it is relevant and cost-
effective to do so.
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Avadilability and volatile pricing of raw materials

Impact

Mitigation

In2010/11 the Group spent c. £925 million on purchasing paper, plastics
and other raw materials. The Group also spent c. £126 million on energy.
These costs have increased substantially over the prior year, and to date the
Group has largely recovered these costs in pricing, typically with the usual
three to six month delay depending on the business. However, in the event
that, due to competitor behaviour or other factors, DS Smith were unable to
recover further price increases on a similar time-scale, the profitability of the
Group would be substantially reduced.

Acquisition risk

The Group is seeking fo improve the speed with which we are contractually
able to recover input costs, by bringing the UK contract structures, typically
with six month price-review periods, in line with our continental European
operations which operate on a three month price-review structure. We also
seek to differentiate our packaging through a focus on adding value to our
customers’ supply chains by focusing on service, quality and innovation. A
description of our exposure to energy costs specifically is given later in this
Risk Management section.

Impact

Mitigation

The Group aims fo grow through a combination of organic investment and
acquisition. Were the Group not to be able to find suitable acquisition targets
available at prices that enable the Group to achieve its strategic return on
capital targets, or were the Group unable to integrate the acquired
businesses effectively, this could curtail the growth of the Group.

The management team of DS Smith is being developed with additional
resource, both from within the Group and externally, dedicated to acquisition
and integration activities. There is considerable experience of this work
within the senior team, gained both within the Group and from their
previous roles.

The continued availability of competitively priced borrowing facilities

Impact

Mitigation

The Group has committed facilities of £727 million (30 April 2010:

£566.5 million) of which, as at 30 April 2011, £422 million was drawn
down. The average interest rate paid in 2010/11 was 5.1%. Were events,
either specific to DS Smith, or fo the financial systems externally, to mean that
capital was not available at competitive rates, this could have a material
impact on the profitability of the Group. A one percentage point change

in the interest rate paid by the Group would increase interest costs by

c. £4 million.

The average term of the facilities committed is 4.2 years and 58% of the
Group's debt is at fixed rates for a period of 12 months or more. The

Group sources its debt finance from a mixture of private placements with
institutional investors and bank debt from a syndicate of seven institutions.
The counterparty risk is carefully monitored such that the failure of one lender
would not materially impact on the Group's access to capital. Cash deposits
are placed with institutions with credit rating A or above. In countries where
this is not possible, deposits are held with strong local banks.

The funding position of the Group’s UK defined benefit pension scheme

Impact

Mitigation

The Group’s UK defined benefit pension scheme is sensitive to a number of
key factors: the value of the assets, the discount rafe used fo calculate the
scheme’s liabilities (based on corporate bond yields) and the mortality
assumptions for the members of the scheme. The triennial valuation of the
Group's various pension schemes as at 30 April 2010, of which the UK
scheme makes up the largest proportion, estimated the deficit of the schemes
to be £147.5 million. While the UK scheme is now closed to future accrual,
changes in these assumptions could mean that the deficit increases further.

On 30 April 2011 the Group’s UK defined benefit pension scheme closed to
future accrual. This decision was taken by the trustees in light of the growing
deficit of the scheme and the trustees’ responsibility to safeguard the accrued
benefits to existing members. The Group also reached agreement with the
trustees for a profile of future payments to repay the deficit, being annual
payments of £14.8 million starting in 2011/12, increasing by 2% per
annum, for ten years plus an initial payment of £14.5 million in 2010/11

in addition to a pre-agreed top-up payment of £8.0 million.
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Key risks continued
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Impact

Mitigation

Were a material environmental incident to occur at a DS Smith site, this could
result in material financial costs and reputational damage that could
undermine our commercial position as a provider of environmental solutions.

Other risks

As set out in the Corporate Responsibility Review section of this Annual Report,
the Group has detailed processes in place at all sites to ensure that, as a
minimum, we comply with all relevant environmental rules and regulations.

RL

Impact

Mitigation

The profitability of the Group is sensitive to the volume, the mix of sales and
product pricing. Over the last three years, the market has proved volatile,
and visibility at some points has been limited. A 5% reduction in corrugated
packaging volumes across the Group would theoretically result in a fall in
Group operating profit by around £25 million, to the extent not mitigated by
cost control.

#' (& (#"

In the event of falling demand, the Group would take prompt action to
address its cost base. Further, the strategy of the Group is to focus on
developing packaging for fast moving consumer goods (FMCG) as this
sector has historically shown substantially less volatility in demand during
periods of economic downturn, than industrial users of packaging.

Impact

Mitigation

Approximately 50% of the Group's revenue and 30% of the Group's
operating profit is derived from its operations in the UK. Were the economy
in the UK to return to recession, the profitability of the Group could be
adversely impacted.

" $s&!1& (

The Group is expanding in continental Europe, notably with the acquisition
of Otor on 1 September 2010, which substantially strengthens the Group in
France. As set out above, the Group is also focused on FMCG customers,
who have historically experienced less volatility in demand for their products
than some other industry sectors.

Impact

Mitigation

DS Smith is the largest producer of corrugated case material (CCM) in

the UK, and also the largest producer of corrugated packaging. In the event
of material new paper production capacity being installed by our competitors,
this could impact the market for CCM, which is largely a commoditised product,
which could in turn influence pricing in the corrugated packaging market.

" g #(

We aim to develop long-standing relationships with our customers based on
the value that we add to their supply chain, and to differentiate DS Smith by
the service, quality and innovation that we offer. DS Smith has also expanded
its business in continental Europe by the acquisition of Otor in France and
has a strategy to expand further in continental Europe, therefore diluting our
exposure to the UK market. We are also implementing plans fo reduce our
costs in the UK Packaging division and to improve procurement.

Impact

Mitigation

The Group's exposure fo energy costs is sef out in the Financial Review in this
Annual Report. The most significant energy risk relates to the purchase of gas
in the UK, where a 10 pence per therm increase represents an increase in
operating costs of £10 million.

The Group aims fo mitigate its exposure fo energy costs by a combination of
diversifying away from fossil fuels and, where this is not possible, through
longferm purchasing strategies.

The Group is looking to maximise in-house energy generation from its
combined heat and power (CHP) plants in the UK and France. We are

also taking steps, in partnership with E.ON and Wheelebrator, to develop

a waste-to-energy plant on the site of our paper mill at Kemsley. This is going
through the planning processes at present. The Group has a range of energy
efficiency programmes in place.

The Group operates a centralised approach to purchasing energy in the
UK and France. The impact of energy costs is managed through the use

of long+erm contracts and through hedging techniques. The Group monitors
its hedging instruments to ensure that it is not overly reliant upon any

single counterparty.
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Corporate Responsibility Review

A sustainable
approach

www.dssmith.uk.com 31

DS Smith collects waste paper, makes
recycled paper, then turns it into
packaging — the full recycled loop. We
play our part by helping our customers
meet their environmental targets.

DS Smith also has its own targets that
we strive to achieve and exceed.

Our Corporate Responsibility approach

Health and safety

Aims

2010/11 actions and progress

= Ensure the safety of our staff and others
affected by our operations

= Reduce the number of accidents with
the ultimate goal of zero accidents

Environment

Health and safety is our top priority — in all
senior operational meetings, it is the first item
on the agenda.

In 2010/11 (excluding Otor):

= Lost time accidents (LTAs) down 9%

= Accident frequency rate (AFR) down 7%
= Accident severity rate down 8%

e 62 sites had no LTAs in 2010/11

Aims

2010/11 actions and progress

= Reduce our emissions by 20% over the next
10 years, relative to production

= Contribute to optimising resource usage and

minimising waste throughout our supply chains

Employees

DS Smith has set the target of reducing CO,

water and landfill usage, relative to production,

by 20% over the next 10 years. Each of our
businesses has targets as part of their business
plans to achieve this.

= Energy usage per £°000s revenue down 9%

= CO, emissions per £°000s revenue down 13%

= Water usage per £'000s revenue down 14%

« Waste sent to landfill down to 13% from 14%

Aims

2010/11 actions and progress

= Develop our employees to fulfil their potential

= Promote the alignment of the Group’s talent
behind the corporate strategy through
communication, engagement and effective
people management

Community involvement

The first Group-wide employee engagement
survey was completed in October 2010 with
79% of employees participating — a very high
response rate for a first survey.

= A Sharesave Plan has been rolled out to UK
employees to facilitate wider ownership of
shares among employees. WWe have plans
to extend similar schemes to employees in
other regions.

Aims

2010/11 actions and progress

= Develop and maintain good relations with
our local communities

DS Smith seeks to focus its charitable activity
on projects local to our operations that foster
engagement with and between our employees
and our communities.

= Our businesses work closely with local schools

and colleges.

= We patrticipate in liaison groups and hold
open days.

= \We support good causes in local communities.
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Corporate Responsibility Review continued

Environment

DS Smith’s business model is built on
sustainability — by providing corrugated
packaging that is largely made of recycled
material, and that is fully recyclable. Our
plastics products, such as bag-in-box, also
offer significant environmental benefits over
alternative packaging materials. Therefore
for DS Smith, sustainability is part of our
business model.

External recognition for DS Smith in the field
of sustainability:

Green Apple Awards 2010:

DS Smith Recycling received the Green
Apple Award for Environmental Best

Practice “Champion of Champion” prize, in
partnership with customer Marks & Spencer,
in November 2010. DS Smith Recycling has
been working with Marks & Spencer to
deliver their “Plan A" environmental inifiative.

Financial Times PLC awards 2010:
DS Smith Plc received the award
for Achievements in Sustainability
at the PLC awards 2010, presented
at an awards ceremony in March
2011. The awards recognise
achievement among FTSE250

and smaller companies.
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celebrating twenty-five years of success
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Our principles and approach to corporate responsibility
DS Smith aims to deliver aftractive and sustainable returns to its
shareholders. Our business is the production and supply of recycled
packaging — an essential part of the supply chain for many goods.
We are also the largest collector of used cardboard and paper in
the UK. Our customers look to DS Smith to provide solutions — to
reduce both their costs and their carbon footprint — by ensuring
optimum performance of the packaging they need. As we help

our customers in their businesses reach their environmental targets,
we also seek to set high standards within our own business.

Our corporate responsibility (CR) approach covers health and
safety, the environment, our employees, and our communities.

The Board considers risks to the Group’s short and longterm value
arising from CR matters as part of its regular review of the key risks
to the Group's operations. It ensures that the Group has in place
effective policies and systems for managing any significant CR risks
and it receives regular reports on performance. The Group Chief
Executive is the Director responsible for CR matters and he reports
to the Board on these. It is the responsibility of the Divisional Chief
Executives and general managers of the individual businesses to
communicate and to apply the policies, to ensure compliance and
to review procedures, taking account of local legislation and
potential risks.

The Group has a Workplace Malpractice Policy, under which
employees may report in confidence any perceived wrongdoing
within the Group on matters relating fo safety, the environment,
unethical business conduct or breaches of Group policies, the

law or other regulations. This policy is reinforced by a confidential
Employee Concern Helpline and e-mail facility which we aim

to make available to our employees worldwide as local legal

and regulatory issues are resolved; to date, it has been extended
to employees in nine countries. Any concerns reported

are appropriately investigated.

DS Smith continues to be selected as a constituent of the FTSEAGood
UK Index of companies deemed to meet globally recognised
corporate responsibility standards.
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How packaging helps a sustainable society

Packaging is often perceived as a negative part of our economy —
filling up our bins, and in turn landfill sites and consuming valuable
natural resources. What is less well understood is the role packaging
plays in reducing waste, by ensuring that products — for example
food, household products or electrical goods — reach us in good
condition. For example, it is estimated that in some developing
countries 30 — 50% of food does not reach consumers due to
wastage, while in the UK less than 3% of food goes to waste between
production and retail depot (Source: Industry Council for Packaging
and the Environment — INCPEN). In the UK, taking food as an
example, the energy used in packaging, on average, is 10% of

the total energy input, compared to the energy used in production
of the food of over 50% (Source: INCPEN). Therefore it makes sense
to use packaging appropriate to the product, in order not to waste
the materials and carbon already invested in it.

Packaging is designed to be eye-catching and therefore is something
we tend to notice. However, of the average weekly load of household
waste in the UK, 18% is used packaging, while waste food comprises
25%. Of that packaging, 85% of it is commonly recyclable

(Source: INCPEN).

With the cost of raw materials rising, there are strong commercial
pressures to reduce the amount of material in packaging while still
delivering the functionality it is designed for. Looking at the UK,
the amount of packaging used per person has stayed the same

in weight since 1998, despite the increase in consumption since
then (source: INCPEN).

Appropriate packaging, therefore, plays its part in a sustainable
society by protecting our goods and reducing waste — particularly
when that packaging is made from recycled material, and can be
fully recycled itself.

How DS Smith plays its part in a sustainable economy
Corrugated packaging produced by DS Smith has attractive
environmental characteristics, being both made from recycled

raw material and recyclable.

We work closely with our customers to reduce the carbon footprint
of the packaging they require — and at the same time, to save costs.
We look at the cost and carbon impact of the whole supply chain,
taking into consideration the transportation, wastage on the packing
line, and the materials used in the packaging. For example,

DS Smith has been developing light-weight solutions for some time.
Our latest innovation in corrugated board, R-Flute®, significantly
improves the carbon footprint in the supply chain. While it has
similar strength properties to alternative types of corrugated board,
it is 20% thinner. That means that 20% more boxes can be fitted

in one lorry from our factory to that of our customer, so fewer

lorry journeys are needed. This is a simple example of saving

our customers cash and carbon in their supply chain. We have a
range of products under our “PackRight” tools that help the design
of optimal packaging to help our customers realise these savings.
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DS Smith Recycling is the largest collector and recycler of used
paper and cardboard in the UK. DS Smith Recycling also collects
other types of waste and works with commercial partners to recycle
it. We are different from our main competitors in the UK as, unlike
them, we do not own landfill sites. Therefore customers of our recycling
services know that our commitment lies in landfill diversion.

Corrugated packaging has good environmental characteristics and
we see substantial opportunities to continue the expansion of its use
as a substitute for other forms of packaging material.

For example, our bag-in-box technology is used for a wide range of
products in substitution for rigid plastic containers, bottles, or other
packaging formats. The cardboard box is readily recyclable, while
the plastic content in the bag and tap is often significantly less than
the amount of material used in the production of an alternative
plastic bottle. The benefits continue through the supply chain as
boxes of liquids can be packed in a more space-efficient manner
and the weight of the packaging is less — often making it cheaper
and less energy intensive to transport. These benefits of bag-in-box
packaging have been independently verified by PIRA (the Paper
and Board, Printing and Packaging Association) and are promoted
to customers by our Plastic Packaging business.

Environmental management and regulation

The environmental performance and activities of the divisions are
reviewed at the Group Environment Committee, which is chaired
by the Group Chief Executive.

Each of our sites is required to implement an environmental
management system (EMS) which is appropriate to its activity.

DS Smith has 64 sites accredited under the ISO 14001 standard
and 45 that have in place a simplified EMS, appropriate to their
lower level of potential environmental impact. As part of their EMS,
many Group businesses have procedures in place for assessing
their suppliers’ environmental policies and management systems,
as appropriate.

The Group had a number of minor environmental incidents during
the year, following which prompt corrective action and steps to
prevent any recurrence were taken. As previously reported, in 2010
the Environment Agency brought a case against DS Smith Paper
Limited (formerly St Regis Paper Company Limited) in relation to
alleged breaches of the Higher Kings Mill’s Pollution Prevention and
Control (PPC) permit that occurred between December 2005 and
March 2008. The charges primarily related to the training of staff,
record keeping and the operation of the mill’s effluent treatment
plant. A detailed environmental survey has indicated that these
breaches did not result in any significant environmental impact.

At the court hearing in October 2010, DS Smith Paper Limited
pleaded guilty to a number of the offences, generally relating to
record keeping, and pleaded not guilty to charges of intentionally
making false entry in a required Environmental Agency record.

DS Smith Paper Limited was found guilty on all charges. It is
appealing against three of the 19 charges, being those charges
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Corporate Responsibility Review continued

(and related fines) of intentionally making false entries in a required
Environmental Agency record. The appeal is expected to be heard
at the Court of Appeal later in 2011. In relation to this incident,

DS Smith Paper Limited has received fines totalling £387,100,

of which £120,000 relate to the charges being appealed.

In accordance with our general practice relating to any regulatory
breaches, at the time of the incident a full investigation was promptly
undertaken of all our UK paper mills to ensure that nothing similar
arose. As a result we implemented a range of actions to strengthen
our systems including increasing the scope and frequency of our
internal audits.

The Group’s paper manufacturing operations account for ¢. 75%

of the Group’s environmental impact, particularly because their
manufacturing process uses large quantities of energy and water.
The UK paper mills are regulated through PPC permits under which
they each have specific improvement programmes and targets.

DS Smith Paper’s overall compliance with its environmental permits
rose to 99% in 2010/11 (2009/10: 94%) principally due to better
performance of the effluent treatment plants at both Kemsley and
Higher Kings Mills. DS Smith Paper is a key participant in the UK
paper sector Climate Change Levy (CCL) Agreement with the
Department of Environment, Food and Rural Affairs under which the
industry has undertaken to achieve energy consumption reduction
targets. DS Smith Paper met the final target of the existing scheme
with future targets yet to be identified awaiting Government revision
of the scheme.

The Group’s UK and French paper operations are subject to the terms
of their respective national schemes for implementing the EU Emissions
Trading Directive. We expect the Group’s emissions to be slightly
below our emissions allocations during EU ETS Phase 2. The effects
of subsequent phases from 2013 onwards are likely to be more
onerous, being dependent upon the details of the emissions allocations
and the market price of carbon under future phases of the scheme.

Environmental performance

DS Smith this year has set a target of a 20% reduction in carbon
dioxide (CO,) emissions, water use and of waste to landfill, relative
to the activity level of the business, over the next 10 years. Given the
businesses activities carried on within the Group the activity metric
employed by each part of the business has been chosen to be that
which is the most relevant to them. For example, for the corrugated
packaging businesses, the relative metric is the quantity of corrugated
board produced, in m2.

Our businesses include their environmental impact in their budgeting
plans in order to track their progress against their targets.

During the year, we again employed independent consultants, Bureau
Veritas, to review our environmental data collection and reporting
process in order to ensure the robustness and accuracy of the Group’s
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environmental performance indicators. This review concluded that
overall there was a good level of process control and reporting at
the sites but identified some areas for improvement which are being
considered and, as appropriate, implemented.

On 1 September 2010 the Group acquired the French corrugated
packaging business, Otor. Accordingly, the environmental
performance figures for the Group in 2010/11 include Otor’s
operations from that date. This approach has been adopted in order
to be consistent with the consolidation of the financial returns from
Otor. This is necessary as our relative financial performance measure
is revenue, the one common metric across our diverse business.

The Group consumed 9% more energy in 2010/11 compared
with the previous year. This increase was almost entirely due to the
inclusion of Otor in the business. On a per £°000s revenue basis,
energy usage fell 9%, reflecting the change in mix of the business
away from energy intensive paper manufacture to less energy
intensive corrugated packaging manufacturing, plus the effect of
price inflation on revenue. The Group’s paper mills reduced their
energy usage per tonne of paper produced by 3%, due to improved
operational efficiencies at our Wansborough Mill in the UK and
increased use of our combined heat and power (CHP) plant at
Kemsley. The Group’s total water usage was 3% higher than in
2009/10, principally as a result of the inclusion of Otor, but lower
relative to revenue by 14%, also reflecting mix and price inflation.
The proportion of waste generated by the Group which was sent
to landfill fell from 14% to 13%.

Energy efficiency

Our two largest paper mills, at Kemsley in the UK and Kaysersberg in
France have on-site CHP plants. These CHP facilities provide energy
more efficiently, with lower CO, emissions and at significantly lower
cost than if it were to be sourced from the external grid. In addition,
Kemsley Mill recycles, in the form of energy recovery, a substantial
proportion of the reject material, such as plastic and polystyrene,
which enters its process mixed in with the waste paper and is
separated out during paper manufacture. The mill’s own waste-to-
energy plant efficiently recovers the energy to produce steam for

use in the mill’s operations. Further, we applied in April 2010 for
planning permission for a sustainable energy plant at Kemsley to
reduce the mill’s reliance on fossil fuels. The proposed fuel for this
plant is hard-to-recycle materials, sourced and pre-reated offsite,
which might otherwise go to landfill. The power plant would be built
by energy company E.ON and by waste specialist \Wheelebrator,
with DS Smith providing the site. Kent County Council gave their
agreement for this plant in April 2011. The project is now subject to
other consents, principally in relation to environmental permitting by
the Environment Agency. If the necessary consents and permits are
obtained, it is expected that the plant may be operational by 2016.
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Environmental Performance Indicators

2010/11  2009/10
Energy consumption’
Gigawatt hours 3,492 3,212
Megawatt hours/£'000 revenue 1.41 1.55
Carbon dioxide (CO,) emissions?
Scope 1 (direct) emissions — ‘000 tonnes 311 279
Scope 2 (indirect) emissions — ‘000 tonnes 604 602
Total Scopes 1 and 2 emissions — ‘000 tonnes 915 881
Kilograms/£'000 revenue 369 426
Water usage
Million cubic metres 14.5 14.2
Cubic metres/£'000 revenue 5.9 6.8
Waste management®
Waste recycled - ‘000 tonnes 223 150
Waste sent to landspread - ‘000 tonnes 162 144
Waste-to-Energy - ‘000 fonnes 99 105
Waste sent to landfill — ‘000 fonnes 71 65
Total waste generated 555 464
Kilograms/£’000 revenue 224 224
% of total waste sent to landfill 13% 14%

Methodology: The Group aims to collect and report its environmental data in accordance
with the guidelines specified by the Global Reporting Initiative and the Greenhouse Gas
Protocol (GHGP), to the extent that this is currently practicable. The figures reported
above include data from all of the Group’s wholly-owned or majority-owned operations
and sites worldwide. The methodology used is consistent for 2009/10 and 2010/11.

1 The energy figures relate to the usage of all fuels used in fixed installations on the
Group's sites plus the diesel fuel used for freight transport.

2 The CO, emissions have been calculated using the energy data, as defined above.
The factors used for converting gas, coal, fuel oil and diesel usage into CO, emissions
are the latest factors for each year as published by the UK Department for the
Environment and Rural Affairs (DEFRA) in the Guidelines to DEFRA's GHG Conversion
Factors. The factors used for converting electricity usage are the national figures for
each country in which the Group operates, also sourced from DEFRA,; these factors
therefore reflect the mix of fuels used for electricity generation in each country. As
required by the GHGP, Scope 1 and Scope 2 CO, emissions are reported separately.
Scope 1 (direct) emissions are those arising from combustion of fuel in installations or
vehicles owned by the Group; Scope 2 (indirect] emissions are those arising from
bought-in energy (i.e. electricity or steam) where the combustion has been carried
out by another company. The 2010/11 Scope 1 emissions included 60,000 tonnes
(2009/10: 57,000 tonnes) of CO, which were associated with the production of
electricity which was sold to the grid from one of our CHP plants. Scope 3 emissions
from sources external to DS Smith but involved in the supply chains for the Group's
products and services are not included.

3 The waste figures relate to waste generated by our operations; they do not include
waste that is collected from external sources for recycling within our paper and plastic
packaging operations.

Verification Statement from Bureau Veritas UK Lid
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For the third year we have worked with DS Smith Plc to provide an
independent opinion on the Environmental Performance Indicators
presented on this page of its 2011 Annual Report. Having completed
a process incorporating site visits, document review and interrogation
of associated management and reporting sysfems, it is our opinion
that the presented performance indicators provide a fair and
accurate representation of DS Smith Plc’s performance.

DS Smith Plc should be commended on their approach to data
collection, which continues to remain consistent across the divisions
with a clear understanding of required processes demonstrated by
those with responsibilities in this regard at both divisional and site
level. It is clear that DS Smith Plc is constantly looking to improve
these processes; both via internal mechanisms, and as demonstrated
in the proactive manner in which the company has continved to
engage Bureau Veritas on this project.

As with last year Bureau Veritas encourages DS Smith Plc to continue
to improve the monitoring of its performance by initiating a half-
yearly review of consolidated performance data.

A full verification statement including our methodology, basis for
our opinion, additional recommendations, limitations and a
statement of Bureau Veritas independence can be found on the
DS Smith Plc website

(http://www.dssmith.uk.com/pages/CorporateResponsibility.asp).

June 2011
Bureau Veritas UK Lid
London
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Corporate Responsibility Review continued

Health and safety

Safety is our highest priority. In 2010/11 we
have made good progress, improving our safety
performance in each of our three KPIs.

The safety of our staff and those affected by our operations is our
highest priority. In 2010/11 the Group continued to improve its safety
performance. Our businesses benchmark their safety performance
internally and through the use of external data. Information on safety
performance, including statistics related to our key performance
indicators (KPIs), is reported to the Board quarterly. The overall goal is
to achieve zero accidents and our divisions set interim targets against
their KPIs, which reflect the nature of their business and their previous
performance. In 2010/11, our continuing emphasis on safety was
reflected in a 9% reduction in Lost Time Accidents (LTAs); these are
accidents that resulted in one shift or more of working time being lost.
There was a 7% reduction in the accident frequency rate (AFR), which
measures LTAs in proportion to the number of hours worked. There
was an 8% improvement in the accident severity rate, which measures
the hours lost as a result of accidents as a percentage of the total
hours worked. The improvements in the Group’s safety record reflect
the leadership shown by the Group’s managers and the ongoing
commitment of our employees to working safely. As a Group we
remain resolute in our determination to realise a zero accident culture
and to continue to build on the progress we have made to date.

The Group’s progress towards a zero accident culture is evidenced
by 62 of the Group’s 128 sites having no LTAs in 2010/11. In

the Group’s engagement survey, 84% of respondents agreed

that health and safety was taken seriously at their workplace.

Safety performance indicators
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It was also encouraging that 84% of respondents felt empowered
to raise concerns about unsafe practices. The Group’s safety
communications programme, operating under the slogan ‘Think
Safe, Be Safe’, aims to raise awareness of key issues, to challenge
unsafe attitudes and behaviour and to promote a collective
responsibility for maintaining a safe working environment.

The Group has a well established safety audit programme
conducted by internal specialists and external consultants.

These audits are used to ensure sites’ consistent adherence to
safety standards and to investigate possible areas of concern. The
resulting action plans set a clear pathway for improvement. Further
progress in spreading best practice across the Group has been
made by integrating safety into the new operational improvement
forum. Through this forum, the Group is raising awareness around
issues such as re-engineering processes to improve safety, and the
safety aspects of procurement decisions.

All accidents and situations that might have resulted in an accident
are investigated to ensure we learn from these incidents and take
steps to prevent a recurrence. In addition to focusing on specific
risks, through techniques of risk assessment and root cause analysis,
the Group also undertakes extensive safety training programmes at
all levels of the organisation.

In 2011712 the major challenge in health and safety will be the
integration of the former Otor businesses. The Otor sites have an
AFR over four times higher than the Group average. This represents
a very significant challenge, but a comprehensive audit of the Otor
sites has been completed and detailed action plans have been
developed and are being implemented to transform the safety
performance over the coming years.

Lost time accidents
Numbers of accidents resulting
in lost time of one shift or more

Accident frequency rate
Number of lost time accidents
per million hours worked

Accident severity rate
Working hours lost as a result of accidents
as a percentage of hours worked

143 7.2 0.15%
2010: 157 2010: 7.7 2010: 0.17%
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Employees

DS Smith employees are skilled, dedicated
and hardworking. We are engaging with
our employees to deliver the Group strategy.

Employee engagement is central to the delivery of the Group’s
strategy. In 2010/11, DS Smith completed its first Group wide
engagement survey with 79% of employees taking the time to
participate. This is a very high level of participation for a first
survey which reflects the dedication and commitment of the Group’s
employees. The engagement survey is an opportunity to listen to the
structured feedback and views of our employees. The results have
been analysed and communicated, and priorities for improvement
have been identified by management teams with action plans
developed for the coming year. A further survey will be completed in
2012 to monitor the progress made against these plans. The Group
has also embarked on a programme to communicate and engage
all its employees with the new corporate strategy. This programme
will ensure that all employees know the Group’s vision and values,
its strategic goals and the role they can play.

A new Sharesave Plan for UK employees was rolled out in 2011
with the aim of promoting ownership of DS Smith shares amongst
employees. There are plans to extend similar schemes to employees
in other regions.

Training programmes are carried out by the Group’s businesses in
response to their specific operational performance requirements.
The individual training and development needs of employees
are met through a variety of schemes including: management
development programmes, which in some cases involve external
accreditation; support for studying external vocational and
professional qualifications; and schemes for coaching and
mentoring managers, using both external and internal resources.
New recruitment and development initiatives, designed to ensure
the Company has the skills available to meet its growth targets,
are being implemented. In 2009, DS Smith initiated a two year
development programme for c. 70 of its senior business leaders.
The programme has been designed and run in partnership with
Warwick Business School with bespoke content combining

the latest academic thinking with practical application to

the Group’s businesses.

The Group is committed to ensuring equal opportunities in all
recruitment and employment practices. It is also committed, as a
minimum, to meeting the labour rights and legislation requirements
in each of the countries in which it operates; in practice the Group
often exceeds the local and international requirements. As

DS Smith’s operations are almost entirely located in member
countries of the OECD, human rights matters are not perceived

as a significant Group risk.
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Community involvement

DS Smith actively works with local communities,
recognising the position we have in the locations
where we operate.

We seek to develop and maintain good relations in the local
communities in which we operate; this is particularly important

as in many of the locations where we operate we are one of the
largest employers. As well as providing significant employment
opportunities, we aim to make positive contributions to our
communities and build a reputation as a good neighbour and
employer. Our businesses work closely with local schools and
colleges providing training, mentoring, work experience placements
and other opportunities for pupils to learn about industry and
business. The Group is involved in a wide range of other local
community activities including sponsorship of community projects
or sports teams and provision of adult skills training. Our businesses
participate in liaison groups with local residents, particularly at
locations where there is a need to review ways in which we can
reduce any inconvenience to neighbours from our operations as

a result of traffic movements, odour or noise. Some sites hold open
days to foster relationships with their local communities. The Group
supports charitable fundraising activities through modest cash
contributions or staff time. The majority of the money donated

by the Group is given by individual business units, principally

to good causes in their local communities.
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Directors
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Peter Johnson
Chairman (c)

Appointed to the Board on

8 December 1999 as a non-
Executive Director. He became
Chairman of the Board on 1 January
2007 and is Chairman of the
Nomination Committee. He is a
Member of the Supervisory Board of
Wienerberger AG and is Chairman
of Electrocomponents plc. He was
previously a non-Executive Director of
SSL International plc, Chief Executive
of George Wimpey Plc and prior to
that Chief Executive of The Rugby
Group PLC. Age 63.

Gareth Davis

(a). (e (d)(e)

Appointed to the Board on 1 June
2010 as a non-Executive Director
and is Chairman of the Remuneration
Committee. He is the Chairman of
both William Hill PLC and Wolseley
plc. He was previously Group Chief
Executive of Imperial Tobacco Group
PLC. Age 61.

Miles Roberts
Group Chief Executive (b),(c)

Appointed to the Board on 4 May
2010 as Group Chief Executive. He
was previously Chief Executive of
McBride plc from July 2005 until
April 2010, having originally joined
as its Group Finance Director in
January 2002. He was a non-
Executive Director of Care UK plc
until May 2010. Age 47.

Philippe Mellier
(a),(d)

Appointed to the Board on

7 September 2006 as a non-
Executive Director. He will be joining
De Beers Group in July 2011 as
Group Chief Executive Officer. He

is currently President of Alstom
Transport and an Executive Vice-
President of Alstom Group. Previously,
he was Chairman and CEO of
Renault Trucks and a Member of

the Executive Committee of AB Volvo,
and prior to that held senior
management positions with Renault
S.A. and Ford Motor Company.

Age 55.

Steve Dryden
Group Finance Director (b)

Appointed to the Board on 1 April
2008 as Group Finance Director.

He is a non-Executive Director of
Fiberweb plc. He previously held

the position of Finance Director of
Filtrona plc following its demerger
from Bunzl plc in 2005. Prior to that
he was divisional Finance Director of
the Filtrona businesses and held other
senior finance positions within Bunz!
plc. He began his career at Price
Waterhouse and has also held
various finance roles within Rolls-
Royce plc. Age 43.

Jonathan Nicholls

(a).(c).(e)

Appointed to the Board on

1 December 2009 as a non-
Executive Director and is the
Chairman of the Audit Committee.
He was previously Group Finance
Director of Hanson Plc and, most
recently, Group Finance Director of
Old Mutual Plc. He is a non-Executive
Director and Chairman of the Audit
Committees of Great Portland Estates
plc and SIG plc and was a non-
Executive Director of Man Group Plc.
Age 53.

Christopher Bunker
Senior Independent Director

(a),(c),(d),(e)

Appointed to the Board on

9 December 2003 as a non-Executive
Director. He is the Senior Independent
Director and until recently was
Chairman of the Audit Committee.

He was previously Group Finance
Director of Thames Water Plc,

Tarmac Plc and Westland Group Plc.
He is a non-Executive Director

of Travis Perkins plc and was a non-
Executive Director of Mowlem Plc,
Baltimore Technologies plc and Xansa
plc. Age 64.

(&) — non-Executive Director
(b) — member of General Purposes Committee
©

@
(¢

€)

—member of Nomination Committee
—member of Remuneration Committee

member of Audit Committee
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Group Steering Team

The Group Steering Team,
chaired by Miles Roberts,
has been established to
bring together the running
of the Group as a whole,
to ensure a joined-up

approach so that the i .

strategy is implemented 18 4

effectively throughout the

business. The Group <

Finance Director, Steve

Dryden, and the Group ~ Peter Damman

Genera| COUI‘]SEI and DI'VISIondl Ch.lef.Execuhve, Spicers

Compcmy Secretary, i)omed DS Smith in February .2011..
eter has broad global experience in

Matthew Jowett, are also
members of this team.

the office products industry gained
from a 22 year career in the industry.
He has held a number of senior
commercial management positions
including Vice President Office Depot
Europe, President Corporate Express
Europe and Vice President Tech
Depot. Dutch.

4

Paul Harridine
Chief Procurement Officer

Joins DS Smith in July 2011.
Previous experience includes senior
purchasing and supply chain roles
in the automotive, aerospace and
construction industries as well as
positions on the operating boards
of Oxford Instrument plc and

De La Rue plc. British.
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Nigel Hayter

Group Human Resources Director
Joined DS Smith in September 1992.
Nigel has been Group Human
Resources Director since 1999. In
that role he is responsible for health
and safety and for pensions, as

well as managing all aspects of the
development of the employee base.
Prior to that, within DS Smith, he was
Human Resources Director for the UK
Packaging division. British.

Jean-Marie Paultes
Divisional Chief Executive,
DS Smith Packaging France

Joined DS Smith in September 2010.
Jean-Marie joined DS Smith in
September 2010 on the acquisition
by DS Smith of Otor. He had been
General Manager of Otor for the
previous six years. French.

Jean Lienhardt
Divisional Chief Executive,
DS Smith Kaysersberg

Joined DS Smith in January 1994.
Jean has been Divisional Chief
Executive of DS Smith Kaysersberg
since October 2006. Prior to that he
was finance director of that division,
with additional responsibilities for
the operations in Poland and other
parts of the continental European
business. French.

Gary Saunders
Divisional Chief Executive,
DS Smith Packaging UK

Joined DS Smith in November 2010.
Gary has substantial experience
gained from a 30 year career in fast
moving consumer goods and retail
companies. He has had a range of
senior operational roles with Quaker
Oats, Nestle, Sainsbury’s, RHM (now
Premier Foods) and McBride plc. British.

Mark Smith

Divisional Chief Executive,
DS Smith Plastics, Liquid
Packaging and Dispensing

Joined DS Smith in September 2001.
Mark became Divisional Chief
Executive of DS Smith Plastics, Liquid
Packaging and Dispensing, in
November 2010, following a series
of senior positions within the Liquid
Packaging and Dispensing business
in the US, progressing from Research
Director to heading the US operations
of the business. US citizen.

MIIAR
SSANISNG

:
Z
s
z
)

SINIWAELVLS TVIONVNIA

ONIEIW 4O
JDIION



40 www.dssmith.uk.com & &803%. 990,7%0; =

Corporate Governance

’30 :8;,9D4 .:88M0/ 7- 130 ;=49.4;70 ,97 ,; ;M. ,%:9 -1

11730 =:@;>2:A0:9,9.0>=0.70-0 3:B & , ;;M10>?30 ;=49.4;10>

>0 :@ 49730 :/0:1 0> %=,.%.0>07 :@749 &0.%:9 :1730 %
:8-190/ :/0:9 :A0-9,9.0 &>@0/ 49 @90

30+ :8-490/ :/0 ,9/7300C09?: B3(.3730 :8;,9D3,>

.18;10/ B3 730 ;=:AP4z9> 11730 :8-490/ :/0 *30 (

tA0=9,9.0 :/0B,> ;@-1%30/4 ¥ ,D

B ,;;D?2:230 :8;,9D1:=730149,9.4,7D0,= ’30
:8;,900C;0.»7: -0-=:,/D49 .:8;14,9.0 B#,3730 :/0
,Al92 . :9>1/0-0/ 730:=0.:8809/,%:9> 2130 (  :=;:=,0
tA0=9,9.0 :/0 30 :,=/ 3,>=0>:7A0/ 73,7730 3,48,9 ,9/

9:9 CO.@M%A0 40.7:=> B4 =0%=0 ,9/ 1,9/ 1:==0010.%:9 ,?730

1:=93.:8492 99@,7 090-,7 100492 :9 &0;708-0=

,97 .@==097D 49709/> 7z =0;0,7 734> ;=:.0>> ,99@,7D ?30-0,1’0=

’30 :,=/3,>=0>:7A0/ 3:BO0A0= 73,7730 CO.@MAO0 40.7:=> B3:

3,A0 ,7-0,/D -009 070.70/ -D 30 :8;,9D 49 2090=,7 800%92 BT

.29M9@0 ?: =0%=0 1=:8 :114.0 ,?770,>? 9.0 OAO=D ?3-00 DO,=> ,9/

:110=7308>071A0> 1:==0070.%:9 49 ,..:=/,9.0 B#3730 :8;,9D>
=0.70> 21 >>:.4,%:9 734 3=, .%.0 BT -0 60;? @9/0- =0A0B

’30 :,z/ .:94/0->73,7730 3,£8,9 ,9/9:9 CO.@UA0
£=0.7:=> ,=0 ,..:@9?,-10 7z >3,=03:1/0->1:=130 ;0-1:=8,9.0

11730 CO.@MA0 40.72=>,9/ 73,74 4> 49 730 -0>? 4970=0>»> :1730
:8;,9D1:=,9D .3,9207: 730 CO.@MA0 40.7:=>7: -0 ;,2

1, L19%=:707 >@..0>>4:9 ;7,99492 ;= .0

30 :8;,9D3,>.:8;0/ 73-:023:@?730 149,9.4,71D0,= B3
L1730 ;=:A429> 21730 :8-490/ :/0 0C.0;?49:=0>;0.7 :1
-0 00>7:9> 808-0->34; :1A,=4:@> :,=/ .:88iM00>1:=
230 ;0<4:/1-:8 1.D 7: 73009/ :1 @90 > /b 1>0/
-0:B ’30 :
;2.D @30=0C;7,9,%:9 :13:B 30 ;=49.4;10> ,9/ >@; ; =492
;=19.4;70> 3,A0 -009 , ; ;407 & >0? :@ -07:B ,9/ 49730 40.7:=>
%08@90-,%:9 %0;:=? 30 :8;,9D> @/4:=>3,A0=0A0B0/ 30
.28:14,9.0 B#373:>0 ;=:A4z9> 11730 :8-490/ :/0>;0.4140/

,97

Board and Board Committees
’30=:70 ;1730 :,=/

’30
30 :8;,9D -D /4&0.%92 ,9/ >@;0=A>92 730 :8;,9D> ,11,4>
’30 :,=/>=:110p9: ;=:A/070,/0->34; z1730 :8;,9D B#349
, 1=,80B:=6 1 ;=0/09? ,9/ 0110.%A0 .:9%=:7> B34.3 09, -10 =>6
72 -0 ,>»0>0/ ,9/ 8,9,20/

’30 :,=/>0»730 :8;,9D>>%=,7024. ,48> 09>@=0>73,?730
90.0>>,=D 149,9.4,7 ,9/ 308,9 =0>:@=.0> ,=049 ;7,.01:=730
:8;,9D 7 8007 #> :-50.%A0> ,9/ =0Al0B> 8,9,20809?

;0=1:=8,9.0

9,//8:9 30 :,=/>0»730 :8;,9D>A,100>,9/ >,9/,=/>
,97 09>@=0> 73,7 4> - -12,%:9> 72 £>>3,=03:1/0-> ,9/ :730-> ,=0
@9/0=>::/ ,9/ 80

’30 :,=/ .@==097D .:8;=0>730 3,48,9 'B: CO0.@%A0 ,9/
1:@=-9:9 CO.@MAO 40.7:=> 30 :14.0> :1 3,4£8,9 ,9/ =:0;

3i01 CO.@%A0 ,=0 301/ >0;,=,70D @492 730 D0,= 0,.3 :1?30
9:9 CO.@MA0 40.7:=>3,>,?,71 480> , .70/ 49/0;09/097D :1
8,9,20809? ,9/ 3,>9: =01,%:9>34;> B34.3 B: @1/ 8,%0+,TD
4970-10-0 B#3 730 0C0=.4>0 :17304=49/0;09/09? 5/20809? ,9/
/0.54:9 8,692

74>:0.:2960/ 73,7 1= 00»:9 B,>9:?.:94/0-0/ , 1@7D

49/0;09/09?79:9 CO.@%A0 40.7:=,10= 0.08-0-
-0.,0>0 135709273 :1>0-A..0 E= 00»1:9:=0%0/ ,>, 9:9
CO.@%A0 40.7:=:1730 :8;,9D :9 0.08-0-

’30 :,=/ 800> , 8/9/8@8 :10423? 480> ;0-D0,= @492 30 DO,=

©9/0- -OAMOB # 807 04237 480> 1 :,=/ 808-0->,709/ ,1 :,=/

,9/ =010A,9? 88700 800%92> @910>> 0C.0;%:9,7 .£.08>,9.0>

;=0A09? 7308 1-:8 ,709/492 (@492 730 D0,= ¥=& == =D/09 /i/

9:7 ,709/ 730 &0;708-0- 1,7/ 800492 ,9/ 730 99@,7
090-,7 100492 /@0 ?: , -0=0,A0809? =1 , .7:>0 1, 84D 1409/

LIE LA /L7 927,709/ 930 :,=/ 800492 ,9/ 130 @/% ,9/

1:=730& =0A0B "":819,%:9 :88IM00 800192> 301/ 19 0.08-0= /00 ?:

Summary of Board changes in the year

Month Change

May 2010 1=-0 > %:-0->B,>,;;:490/7: 730 :,=/ ,> =:@; 3401 CO.@%AO ,9/ ,>, 808-0=:1730 "":849,%:9
:88M00 - ’3:290 =0%=0/ ,> =:@; 30l CO.@MAO ,9/1=:8730 :,=/ ,9/ "":89,%:9 :88400

June 2010 LIE LA B,>,;5:490/ ,>, 9:9 CO.@¥A0 40.7:=,9/ -0.,80 , 808-0- :1730 %08@90-,%:9 @/¥

,9/ °":819,%:9 :88iM00>

- ,A>-0.,80 3,£8,9 :1730 %08@90-,%:9
LIS ""4.3:1>-0.,80 3,:8,9:1130 @/0

1-9%

00»7:9>0;;0/ /:B9 1=:8 3> 808-0->34; :1730 %08@90-,%:9 "":849,%4:9 ,9/

188700 ,7730 09/ :1 @90
1884700 ,?7730 097 :1 @90

@/% -88imM00>

December 2010

¥-= 00:9=0%0/ ,>, 9:9 CO.@%A0 £0.7:=




& &8N3$. 99@,1%0; =

;=0Az(@> .:884#809> 1:=% ¥ OM0= /4/ 927,709/ 230 0.08-0=
:,=/ 800492 /@0 7z 41 30,13 =930 ,//M=-9,1 ;=41
%08@90=,%:9 :884700 800%92 /@0 ?: ;=0Ai-@> .:884809»> :=
730>0 800%92>730>0 4=0.7:=> 2 ,A0 1@77 . :9>4/0=,%:97: 730 8,70=>

-0192 /4.@>>0/ ,9/ ;=:A/0/ 130=149;@ ?: 230 3,48,9 ’30-0
B0-0 9: :730= ,->09.0>1=:8 ,9D :,=/ = :88iM00 800%92> -D
,9 &0.7:= 9 ,//84:97:1:=8,1 :,=/ 800%92> 130 3,48,9
,9/ =:@; 3i01 CO.@%A0 8,497,49 =02@7,= .:9?,.7BN3 ,71 40.7:=>
,9/ 3:1/ 191:=8,71 800%92> B#3 9:9 CO.@MA0 40.7:=>7: /b _@>
>>@0> ,110.7%492 730 :8;,9D 9/iA/@,7 40.7:=> ,=0 09.:0@=,20/
71 8,60 >0 Ab> /@492 730 DO,= 30 :,=/ =0AOB>?30 ;0-1:=8,9.0
11730 =:@; ,9/ @9/0=?,60> , >=,7024. =0A0B :9 ,9 ,990,7 -,>>
’30=0 & , 1:=8,1>.30/@10 :1 8,70=>=0>0=A0/ 1:= .-9>4/0=,%:9 ,9/
,337:A,7-D130 1,2/ 73050 49.78/0 730 ,99@,7 -@/207 >@->),9%,7
L .<@P:9> ,9/7 /85>, 130 ,;;=:A,7:12301@1D0,= ,97 3,1
DO,==0>@"> ,9/ , =0A0B :1?30 :A0=,7 >D>08 :14970=9,7 .:9%-:1
,9/ 6 8,9,20809?

30 :,=/ ,9/1> :-88m00> ,>/07,40/ -01:B =0.04A0 %4801D
191:=8,%:9 :1, <@,%D?3,709,-10>7308 ?: .,==D - @ 304= =210>
0l0.%A0D 71 40.7:=>3,A0 ,..0>>7: 730 ,/A4.0 ,9/ >0=A4.0> -1
30 :8;,9080.=0?,=D  ;=:.0/@-04>149 ;1,.01:= ,9D 40.7:=7:
7,60 49/0;09/097 ;=:10>>:9,7 ,/A4.0 49 730 18=?30=,9.0 :1 34 /@%0>
,780 :8;,9D>0C;09>0 "": >@.3 ,/Al.0 B,>>:023?-D ,9D
40.7:= /0492 730 DO,= *30 £40.7:=> ,=0 ;=:A/0/ B3 :;; :=7@94%0>
1=17=,49492 72 09>@=0 73,7 730D ,=0 60;?@; ?- /,?0 -9 =010A,9?
90B 7024>7,%:9 ,9/ =02@1,%:9 .3,920> .:=;:=,70 2:A0-9,9.0
/0AQ7: ;809% ,9/ .3,92i92 .:880-.4,1=b>6> #9 ,;;:497809
90B £0.7:=> ,=0 24A09 , ;;=:;=4,7049/@.%:9 =,49492 1,420/ 1:
7304 >;0.414. 900/> 17,6492 497: , .. @97 1304 49/1AL/@,7 <@, 144, ,%:9>
,9/ 0C;0-409.0 B34.349.70/0> 49/4A4/@,7 %80 B#3 730 3,48,9
=:@; 3401 CO.@MUAO0 ,9/ =:@; 149,9.0 £0.7:=,9/ >0 AbI>
72 8,512 —@>490>> @94»>

’30 :,=/ .,=0/ @ , .:8;=0309>4A0 , ;;=,4,7 214> ;0-1:=8,9.0

,9/ 73,7 21730 :88iM00> ,97 730 9/iA/@,7 40.7:=>49 0-=@,=D
B3/.3B,>10/-D?30 3,4&8,9 ,9/ 730 &094:= 9/0;09/09

£0.7:= 7B,>/0.4/0/ 7 .:9/@.7 730 =0A0B 4970-9,TD ,>?30=0 3,/

-009 ,949/0;09/09? =0A0B 49 30 =0AI0B .:8;=>0/

100/-,.61=:8 , <@0>%:99,40 ,97 9/IN/@,1 /5>.@>>4:9> T
0.7:=>,9/730 :8;,9D&0.=0?,=D ;,=%.4;,70/ 49 730 0CO=.40

30 =0>@™ B0=0 /&.@>>0/ -D 30 :,=/ ,7{> 80049249 ¥ =3

30 =0AI0B .:9.718/0/ 73,7730 8,49 ;@=;:>0 :1730 :,=/ :zAO-

930 90C? 10B DO, => 4 7z 09>@=0 73,7730 ,2=00/ >’=,702D & 107D
18;108090/  .%:9 ;:49»1=:8 :,=/ 800%92>>3:@1/ 1-.@> =9
>=,702D /0MA0=D *30 >=,%02D ,B,D/,D 3,/ -009 , >@..0> @@=0

www.dssmith.uk.com 41

MIIAR
SSANISNG

FONVNIIAOD

2l
4
>
4
[a)
>
=
(%]
)
=
m
=
m
4
5
w

ONIEIW 4O
JDIION



42 www.dssmith.uk.com & &803%. 990,7%0; =

Corporate Governance . : 94900/

=0>; - 9>4-414D 2130
8800 & 7z ,>41130

:,=/ 730 ;=18,=D :-50.%A0 :1730 @/¥
= ,=/ 19 107141192 > =0>; - 9>4-4110>

07,292 7:
F 930 ,..:@9M92 ;=09.4;10> ;:71.40> ,9/ ;=,.%.0> ,/:370/ 19730
=205 > ,..:09%>

0C0-9,7149,9.4,7=0; =192 ,9/ ,>:.4,70/ ,99:@9.0809”>
130 , ; ;14978097 49/0;09/09.0 0110.%A090>> ,9/ =08@90-,%:9

1130 =:@; > @/4:>
F 130=0>:@-.4992 ;7,9>,9/ O110.%A090>> :1730 90-9,7 @/¥
;0-1:=80/ -9 -03,71 :1?30 :8;,9D-D, 8,5:=,..:097,9.D

48 49/0;09/0971-:8 730 =:@;> @/4:=>

F 230 ,/0<@,.D ,9/ Ol0.%A090>> 21730 149,9.4,7 . :9%=:7
09A::9809 ,9/

F 230 =:0;>.:8;1,9.0B#3730 :8-490/ :/0:9
1=;:5,0  DA0=9,9.0
730 :884700 =0.0{A0> ,9/ =0AI0B> =02(@T,= =0; :=»> 1-:8 130 0C’0-9,7

@/89:=> 909,71 @/# ,9/130 =:0; 49,9.0 £0.7:= (9/0=1»>
10=8> :1=010-09.0 730 :884700 & 08;:B0=0/ ?: >006 49/0;09/09?
0C0-9,7 ,/AM.0 -@ /4/ 927 /= >: /@192 730 DO, =

730 :-884#100 800> B#3 130 0C10=9,7 @/4:=>1: /070-8490 ,99@,7D
1304= <@, 7414. ,%29> 0C;0=2%>0 =0>:@=.0> 49/0;09/09.0 :-50.%A4D
,97 0110.%A090>> *30 @/4 :-884M00 =0.04A0> B=4709 . :91=-8,%:9
=:8730 0C0-9,7 @/#:=> ,>?7: ,9D =07,%:9>34;> 3,7 8237 3,A0 ,
-0,2492 :9 7304 49/0;09/09.0 B30?30- 30D . :9>4/0= ?308>071A0>
19/0;09/09” B#39 730 80,9492 :1730 ( =02@1,?:=D ,9/ ;=:10>>:9,7

9 :=/0=7: 09>@=0 730 49/0;09/09.0 ,9/ --50.%AMD :1730 @/D:=>
30 :88i100 8,1497,49> ,9/ =02@7,=1D =0AI0B> 30 @/4:=
9/0;09/09.0 $:74.D B3L.3 . :A0=>>0-AL.0> B34.3 8,D -0 ;=:A/0/
-D ,97 100> ;,4/ 7= ,0/80:=> @/4 100> ,=0 902:%,70/ B#3 230
=:@; 49,9.0 £0.7:=,9/ ,;;=:A0/ -D?30 @/# -88{M00 30
;21D 29730 >@; ;D :19:9,0/4 >0=A4.0> -D 0C’0=9,7 ,@/8:=> & ,>
1:7:B> 730 =:@; >3:01/ 9:708;7:D730 @/0:=>7: ;=:A/09:9
,@7% >0=A4.0> B30-0 0430=30 9,70=0 :1730 B:=6 :=?30 0C’09? :1
>@.3 >0=AL.0> 84237 48; ,4130 @/#:=> 49/0;09/09.0 := :-50.%AID
’30 0C0-9,7 @/#:=> ,=0 ;0=-8470/ 7z @9/0=7,60 >:80 9:9 ,0/¥
>0=AL.0> ;=:AL/492 230D 3,A0 730 >64T .:8;0709.0 , 9/ 419102=4D
7z .,==D :@?730 B:=649 730 -0>74970=0>> 1730 =:@; :9 l:=
0C,8;10 ,/A»>:=D>0=A4.0> ,9/ /@0 /411209.0 , . MAO> ,>>: 4,70/
B#3 ;:09%,7 , .<@>-9> ,9/ /b>;:>,1> ,9/ 8,5:= .3,920> 49
,--209%92 =02@7,%:9> "":9 ,@/4 >0=A4.0> ,9/ 100> ,=0 =0; :=70/ ?:
30 @/# :884700'B4.0, DO,= :=2@/,9.0 ,990,79:9,0/%
100> ; ,D,-70?: 730 0C0-9,7 @/4:=>>3:@1/ 9:70C.00/ 1
230 ,99@,7 =:@; ,0/0100 B#3:@ ;=4:=1:=8,1,;;=:A,71:1730
:88M00  @=492 7:7,19:9 ,@/4 100> B0-0 21730
,99@,7 =:@; ,@/0100 30 8:>>12944.,9? 0108097 =07,70/ = 730
, -<@H-9 t1#2:= 730 @0 -10C0=9,7 ,@/4-=>149=07,%-9 ?: 730
,-<@HI-9 t1#:=3,M92 -009 ,;;=:A0/ -D?30 @/# :88i100
55=1A, 7122 ;0=84M0/ 9:9 ,0/4 >0=A4.0> > >:023? ,> =0<@4=0/ -D
736> $:74.D B34.3 >;0.4140> 73,7 419/1A/@,7 ;=:50.> B3L.3 B:@1/ .:>!
tAO= E 8@ -0 =010-=0/?: 30 3,48,9 :1730 :884700
1z=;=4z=,;;=:A,7 730 :@.:80 :1?30>0 =0A0B> B,>9:? 91D ’3,?
;0:1:28,9.0 1?30 =010A,9?9:9 ,0/# B:=6 -D 30 @/#:=>B,>’30
8:> .:>10110.%A0 B,D :1.:9/@.%92 -@>490>> -@ ,7>: 3,7 9:
L2947 21 4970=0>? 0C4>10/ -0’B009 >@.3 ,@/% ,9/ 9:9 ,0/4 B:=6
9,//MW:9E 8iM-9B,> ;,4/ 7 :730=,..:09%92 =8> 1:29:9
,0/0 B:=6 49.10//192 E 8iM-9 1:=B:=6=07,%92 7: 909,71 @/¥

01470 $ , 10,7492 4970=9,%:9,1 ,@/8 ; ,=190=>34; B,> U=>?
,3:24907 ,> @/0:=7:730 =:@; .:28;,9i0>49 ,97 1> 100>
,=0 =02@7,=D .:8;,=0/ B#3 ;00- .:8;,9/0>-D?30 :884700
’30=0 ,=0 9: .:9%=,.70,7=0>=4.%:9> 9730 =:0; B#3=02,=/7: i
, 35298097 9 ,..:2/,9.0 B3 ;=:10>>4:9,7>7,9/,=/> 730 ; ,=790=
=0>; :9>4-10 1:= 730 ,@/% &> 3,920/ 0AO-D 14A0 DO, =>

@492 730 D0,= 730 :88400 80?7 :9 1:0=:..,»%:9> 1= Ab
B,>@®9,-10 ,? ,709/ 730 800492 0.08-0= /@0 7: ;=OA4:@>
.2884809> -@ :730=B40 ?30-0 BO=0 9: ,->09.0> #90, .3 :1730>0
1..,24:9>930 18800 ,7>: 807 ;=4A,0D B#3 730 0C0-9,7 @/4:=>
’30 3,£8,9:1730 @/% :88#M00 ,7>: 301/ >0;,=,7%0 ;=4A,%0
800%92> /@-492 730 DO, = B#3 130 0C10=9,7 @/#:=> =0;=0>09?,%A0>
=:8 909,17 @/# ,9/730 =:@; 49,9.0 £0.7:= 30 :88iM00
=0.04A0/ >@114.409? =07,-10 ,9/ %80 491:=8,%:9 1-:8 8,9,20809?
209,10 972 10747 4> =0>; - 9>4-4140> *30 188100 & >, %10/ 13,7
30 =:@;>0C0.@%A0 .:-8;09>,%:9 ,=,920809> /: 9:? ;=050/4.0
=-@ .z9%=:p> ,9/ 2::/>0B,=/>34;

74> 800%92 19 @90 130 :884700 =0A0B0/ 130 ,99@,7
149,9.4,7>7,70809%> 1730 :8;,9D ,9/ =0.0{A0/ =0; :=>1-:8

=1@; #;0-,%:9,7 @/# 1914910-9,7 .:9%=:18,70-> ,9/ -8 130
0C10=9,7 @/#:=>:9730 .:-9/@.7 :1730& ,@/4 7304 =0A0B :1
,..2@9%92 ;:14.40> ,=0,> :150/208097 ,9/ 730 149,9.4,7>7,70809”>
,97 7304 . 28809 -9 >7,70809% .:9.0-9492 =>6 ,9/ 1970-9,1
.19%=:1 >i841,==0AM0B B,> #9/0-?,609 49 0.08-0: B309
130 3,71D0,==0>@1> B0-0 .:9>4/0-0/ ??30>0 800%92> ,9/ 130
80049249 ;= 30 :884700 /0,7 B3 730 1:7:Bi92
;,71.07,= 8,70=>

F ,7%30D0,=09/ , >0=40> :170>"> B0O=0 @9/0-?,609 ?: /070-8490
B30730=?30-0 3,/ -009 ,9D 48; ,480977: 30 -,7,9.0 >300?
.,==DI92 A,7100> z1 2: /BN ,9/ :130=497,924-10 ,>>0> *30
60D ,>>@8;%:9> -0349/ 730>0 .,1.@7,%:9> .,9 -01:@97 {9
9:10  ?: 730 149,9.4,7>7,70809%

F,7730 80049249 @90 #=0.04A0/ , =0;:=71=:8 970-9,1 @/#
.1A0=492 ,8:92>" -730=73192> 130 B:=6 @9/0-?,609 -D ?30
90-9,7 @/#109.%:9 ,9/ 8,9,20809?:0>; :9>0> 7z ;=:1;:>,P>
8,7/049130 ,0/#-0; z=> £>@0/ -D 730 1@9.%:9 /@=492 ?30 DO, =

F 4 .:95/0-0/ 730 0110.%A090>> :1>D>08> 1:= 8:9#:=492 ,9/
=0;:=%92 :9:=6>1,.0/ -D130 =:0@;

F&.,=0/ :@,9,;;=,4,7 :1730 0110.%A090>> :1730 @/#
:88M00 ,>;,=7:17130 :,=/ 0A,10,%:9 ;=:.0>>=010-=0/?:
:9;,20 130 0C10=9,7 @/#:=> ,9/ =:@; #;0=,%:9,1 @/¥
130 =0>@> :1 B34.3 B0=0=0;:70/7: 130 :,=/ *30 :88iN00
.19.10/0/ 23,70,.3 ,=0, :;0=,70/ >,%1, .22=4D /@-492 730 DO, =

F ,7730 80079249 0.08-0- 30 :884100 B,> .:9>0n0/
19 ;7,9 1@>:@0-.0°30 =:@; #;0=,%:9,7 @/01089.%:9 ,9/

F £ :A0=>,B 30 .:9%9@492 /0A07: ;8097 ,9/ 30 :;0=,%:9 :1730
=z@; > >:=6;7,.0 ¥ 7;=, .%.0$:1L.D

"T1849,%:9 :88{700

¥-%:-0->-0.,80 , 808-0- :1730

I- ,A>-0.,80, 808-0-49 @90

, 808-0-:1730 :884700 B309 30 =04290/ -:8130 :,=/ :9
L)) ,9/ 1= 00»:9 .0,>0/7: -0, 808-0- :9 @90

30 "":849,%:9 :884M00 0A,10,70> 730 -,1,9.0 -1 >64M>

69:B10/20 ,9/ 0C;0-409.0 49.71@/492 730109273 :1>0-A4.0 :10, .3
£0.72= 1730 :,=/ /0AQI:z;>=:10>;0.44.,%:9> _:9>/0->730

, 5500978097 11 40.7:=> =0AOB>>@..0>>4:9 ;7,99492 ,9/ /iA0=>4D

1880049 1.,D .9/
¥-73::90.0,>0/7: -0



& &8N3$. 99@,1%0; =

,7 2,2/ 10A07 4/09%140> 230 >64> =0<@4=0/ :11@7@-0 /4=0.7:=> ,9/

8,60>=0.:8809/,%:9>7: 730 =:,=/ ,>,B3:10 =#2:=:@> ;=:1.0>>

4>49 ;7,.01:=730 , ;; 24928097 :1 90B 4=0.7:=> 49A:TAL92 730 @0 :1

0C’0=9,7=0.=00809? . :9>@1, 9% 1:7:B0/ -D 800%92> -:73 B#3 130
:88iM00 ,9/ 7309 B#3730 :,=/ ’30 :88iM00 807 1:@= 480>

/0-492 730 DO,= ,9/ ,;,=71=:8 ¥= A ,->09.01=:8 730
0.08-0= 800792 9:70/ ,-:A0 ?30-0 B0=0 9: ,->09.0>

’30 ;0-1:=8,9.0 :1730 :88#00 B,>0A,10,0/ ,> ;,=? 21730
2,2/ ;0-1:=8,9.0 0A,1@,%:9 ;=:.0>> /0>.24-0/ ,-:A0

%08@90-,%4:9 :884M00
’30 3,48,9,9/730 =:@; 301 CO.@%A0 ,709/ 130>0 800%92>
-D {9A%,%:9 0C.0;? B309 1304 =08@90-,%:9 &> 0492 /4>.@>>0/

730 %08@90=,%:9 884100 &> =0>; :9>4-10 1:= /070-849492 30
=08@90-,%:9 :1730 CO.@%A0 40.7:=> 230 3,4£8,9 ,9/ 130
:8;,90 &0.=0?,=D ,9/ 1z= ,/AP492 -9 130 =08@90-,%:9 :1>094:=
8,9,20809? *30 %08@90-,%:9 %0; =74 >0? =@ -9 ;,20> ’:
@492 730 DO,= 30 :88{700 80? 14A0 480> ¥= B OTHO= /4/ 9:?
,7097 730 ,//1-9,1 800492 49 ;=41 /00 7z ;=0A4:@>
.1884809»> -@ :730-B4>0 ?30-0 B0-0 9: ,->09.0>

’30 ;0-1:=8,9.0 :1730 :8800 B,>0A,10,0/ ,> ;,=? 21730
1,2/ ;0-1:=8,9.0 0A,7@,%:9 ;=:.0>> /0>.24-0/ ,-:AO

#130= :,=/ :88iN00>

’30 :,=/3,>/0102,0/ .0-7,49 ;:B0-> 8,49 :1, =:@490 9,0-0
72730 090-,7 $@-;:>0> :88M00 B34.3 .:8;=0>730 =:0;
3i01 CO.@%A0 ,9/30 =:@; 49,9.0 £0.7:=@9/0=?30
.3,£8,934; 11730 =:@; 340l CO.@%AO
ZOl4.%> -1 4970-0>7
730 :8;,9D> =WI0> 1 >>:.4,%:9 ;0-80730 1,/ 1 £0.7:>

72 ,073:=4>0 , .:914.7 z149%0=0>7 == ; z909%,7 . 29147 -14970=0>
9:%40/ -D , 2,2/ 290> 1300
-0149 730 -0>?4970=0>»> :1730 :8;,9D

,.3:1730 4=0.7:=>49 :114.0 =0AI0B 7304= 49/1A4/@ ,7 5 =>I%-9>
=02@7,=1D ,9/ 90B 4=0.7:=>=0AI0B ?304= 49/4A/@,7 ; :>%:9 ;=4:=
725249492730 :,=/ £0.7:=> ,=0:=0849/0/ 1-:8 %80 7: %80 :1
9304= 1-12,%:9> 30 :8;,9D3,> ;@ ;=:.0/@=0>149 ;7,.0 Ad,
30 :8;,9D&0.=0?,=D B30-0-D 730 4=0.7:=>.,9 9:%ID ,9D 1@@-0
LZOUA> =5 2709%,7 L 294> 1149%0=0> 73,7 8,D ,=>0 >: 13,7730

2,/ .,9 .:94/0- B30230= ,@3:=4>,%:94> ,;;=2;74,0 9D
9:M4. ,%:-9> ,=0 .:9>4/0=0/ ,7730 90C? :,=/ 800492 ,9/ 4
IU/0-0/ ;=400 @130/ 40.7:=> /1 9275 ,=%.45,70
49730 /b>.@>>4:9 :=A:%0=02,=/192 730 B9 . 914> 1
,03:=0/ ,9D .:9114.7> ,=0 0970=0/ 49730 - 914.> %024>70=

4972 7230 D0,=097 ;=:.0>> 1 AO=4IDi92 40.7:=> 4970-0>”> 30
522.0/@-0> . z9%9@0 ?: :;0=,70 0110.%A0D

Relations with shareholders
’30 :8;,9D03,>, ;=:2-,880 :1=02@7,= 800%92> B34.3
>:80480> 49.70/0> 730 3,48,9 ,9/ 230 &094:= 9/0;09/09
£=0.7:= >0 AI> L9/ =0>@1> -=401492> BH3 4> 8 ,5:= 419>MW@%:9,7
>3,=03:7/0=> B34.3 ;=:A/0> :;;:=1094%0> 72 /4>.@>> 230 ;=:2=0>
11730 -@490>> $=0>09?,%:9> ,=0 .:9/@.70/ 49 ,..:=/,9.0 B#3 30
49,9.4,7&0=-M.0> @3:=4D> £.7:>0=0 ,9/ *=,9>;,=09.D %@10> -9
130 /6>>0849,%:9 :149>4/0 491:=8,%:9 7z 09>@=0 730 ;=:70.%:9 :1
>@.3491:=8,%:913,73,>9:? ,7-0,/D -009 8,70 ,A,4,-10
2090-,7D7: 130 :8;,9D>>3,=03:1/0=> 30 :,=/ ,7>: =0.04A0>
100/-, .6 1=:8 8,5:=>3,=03:1/0=> 49 730 1:=8 :149/0;09/097D
;=0;,=0/ =0;:=»> ’:20%30-= 30 3,4#8,9 =:@; 30! CO.@%AO

www.dssmith.uk.com 43

=2@; 49,9.0 £0.7z= ,9/ 0,/ z1 9A0>1:z= %07,%-9> 09>@-0 30

1,3/ & 101D -=010/ =9 >3,-03:1/0-> AOB>>@.3 73,7 ,9D £>>@0> :=
.19.0=9> ,=0 107D @9/0->?::/ ,9/ .:9>4/0-0/ -D?30 :,=/ 30
&094:= 9/0;09/09? 40.7:=4> ,A,41,-10 7z /4>.@>> B#3 >3,=03:1/0->
,9D 8,5:=4>00> 13,7 .,99:7 -0 =0>:7A0/ 732023 9:=8,1 .3, 990>

’30 99@,7
B#3 ;=A,%0 >3,=03:1/0=> 49.10/492 , >3:=? ;=0>097,%:9 :9 30
-@490>> ,9/ .@==09? %=, /192 ;:>4:=9 ,>BON ,> ,9 = ;;:=7094D
122 <@0>%:9> 1=:8 49A0>?:=>7: 130 3,48,9 :130 :,=/ ,9/30
.3,4809 130 @74 ,9/ %08@90-,%:9 :884M00> 1 40.7:=>
B3: ,709/ 730 99@,7 090=,7 ¥00%92 8,60 ?308>01A0> ,A,4,-10
?7: 8007 >3,=03:1/0=> ,170= 730 1:=8,7 -@>490>> -130 800292 ’:
09>0-0 .:8;14,9.0 B#3730 :/0 >0;,=,70=0>:10%:9> ,=0 ;=:;:>0/
:90,.3/6.=00>0-50.7 30 40.7:=>3,A0=0>:7A0/ 3,730
3,48,9 ,9/79:9 CO.@%A0 4=0.7:=> B4 =0%=0 ,9/ 1,9/ 1:==
010.%:9 ,77301:23.:8492 99@,7 090=,7 ¥00%92 ,9/ .@==097D
49709/ 7z =0;0,? 736> ;=:.0> ,99@,7D ?30=0,1’0= *30 9@8-0-= :1
;=:CDAZI0> 1:= ,2,49% ,9/ B#3301/ 1:=0,.3 =0>:10%-9 ,=0
/431,007 ,7°30 ¥00%92 ,10= , Az%0 :9, >3:B :13,9/>3,>
-009 7,609 *30 149,7=0>@ ,=0 ;@-14>30/ 13=:@23 , %02@7,?:=D
91:=8,%:9 &0=A.0 ,9/ -9 730 BO—>#0 1:77:B492 30 ¥ 00%92

%02@7,= . :88@9%. ,%:9 B#3 >3,:03:1/0=> ,7>: 7,60> ;1,.073-:@23
30 1@mD0,= ,9/ 3,11D0,==0;:=> ,9/ A4, 30 :8;,9D> BO->0
BBB />»>803 @ .:8 9 ,//#:9 30 :8;,9D ;=:Al/0> 97048
1.,9,20809 &,0809> ,9/ ’=,/192 (;/,0>

Internal control
30 :,=/3,>:A0=,T:=0>;:9>-44D 122730 =:@; >>D>08 :1
4970=9,7 .:9%=:7 49.10/492 149,9.4,7 -;0=,%:9,7 ,9/ .:8;1,9.0
L19%=:> ,9/7 =6 8,9,20809? >D>108> ,9/ 1:= =0AI0B492 >
0110.%A090>> &@.3 , >D>08 3:BO0AO= .,9 -91D -0 /0>4290/ ?:
8,9,20:=,730=73,9 7: 01849,70 =6 ,9/ '30=01:=0 .,9 ;=:A/0
:9D=0,>:9,-10 ,9/ 9:7 ,->:1070 ,>>@=,9.0 ,2,49» 8,70,7
806>>,708097 :=1:>> 9 ,..:=/,9.0 B#3 30 *@-9-@1 2@4/,9.0 30
:8;,9D03,>49 ;7,.0730 ;=:.0/@-0>90.0>>,=D ?: 09>@=0 ?3,??30=0
4> ,9 :92:492 ;=:.0>> 1:=4/09%1Di92 0A,1@,%92 ,9/ 8,9,2492 130
>420M4. ,9? =>6> 72 9130 =:@; *30>0 ;=:.0/@-0> 3,A0 -009 49 ;1,.0
1:=730 B3:70 -1730 149,9.4,7D0,= 09/0/ ;= ,97 @; 7
930 /,%0 1?30 ,;;=:A,7:1730>0 149,9.4,7>?,70809%» ,9/ 3,A0 -009

=0MO0BO/ -D 130 :,=/ /@=492730D0,=  =:@; %6 8800
.18;=b192130 =:@; &100=192 *0,8 30 =:@; 301 CO.@MA0
30 =:@; 49,9.0 £0.7:= :8;,9D&0.:0,=D =:0; @8,9
%0>:@=.0> 40.7:= 340l $=:.@=0809 #114.0= ,9/ (ABI:9,T 3401

C0.@MA0> 8007 =02@7,=D 30 =:@; %>6 :884700 /4.@>>0> 30
60D =4>6> 1,.492 730 =:@; ,97/ B30730-730-0 ,=0 ,9D 8,70+,790B
=#>6> ,9/ 130 ,/0<@,.D ,97 >@®,-44D 21730 8i42,%:9
,==,920809» 49 ;1,.07: 8,9,20 ?73:>0 =4>6>

’30 :,=/ /70°0=8490> 730 :-50.%A0> ,9/ -=:,/ ;:1h.40> 21730
=:@; ?800»=02@7,=D ,9/ ?30-0 4 , >.30/@70 :18,70-> B34.3
,=0 =0<@4=0/ 7z -0 -=:@23?7: £ 1:=/0.4:9 30 :,=/ 3,>
/002,707 7 8,9,208097 730 =0>; - 9>-4D 1= 0>, -1>3492 , >D>108
114970-9,7 .:9%=:7 ,; ;=2 ;54,70 72 730 -@>490>> 09A=:98097 49 B3L.3
230 =:@; :;0=,70> 0D 010809% :1?34> >D>08 49.70/0
F , .70,=D /0190/ /iAb>4:9,10/ =2 ,96>,%:9 >%=@.70-0 1:=
8:94:=492 730 .:9/@.7 ,97 z;0=,%:9> :149/iAL/@,1
-@>490>> @94>

F .10,=/0102,%:9 :1,@3:=4D 73-:023:@" ’30
130 8,70=>=0>0-A0/ 12730 :,=/

=1@; >,=M92 B#3

MIIAR
SSANISNG

FONVNIIAOD

2l
4
>
4
[a)
>
=
(%]
)
=
m
=
m
4
5
w

ONIEIW 4O
JDIION



44 www.dssmith.uk.com & &803%. 990,7%0; =

Corporate Governance . : 94900/

F , 128,71 ;=1.0>> 122 09>@-492 73,7 60D =4>6> ,110.%92 ,T 730
=1@; > =;0=,%:9> ,=0 4/09%U0/ ,9/ ,>>0>>0/ 9 , =0201,=
-, >> 7220730 B#3730 .:9%=:7>49 ;7,.07: 842,70 73050 =4>6>
%W>6 . 29>4/0-,%:9 &> 08-0//0/ 19 /70.44:9 8,6492 ;=:.0>>0>
730 8> >42944.,97 =>6> ,=0 ;0-4=/4.,TD =0; =70/ 12 130 :,=/
,9/7 .:94/0-0/ -D ¥

F 130 ;:0;,=,%:9 ,9/ =0AOB :1.:8;=0309>A0 ,99@,7 ZiAP4:9,1
,9/ =:0; -0/20»> ,9/ ,9 ,99@,7=0A0B ,97 ,;;=:A,7-D 30

F 130 8:973D=0;:=492 :1,.%@,7=0>@"> ,9/ 7304 =0A0B
,2,19% -@/20? 1:=0.,>»> 49.10/492 -,96 .-A09,9730,/-::8
,97 130 ;=0A4z@ DO,= B#30C;7,9,%:9> 1-2,490/ 1= ,T
>120M14. ,97A,=4,9.0>

F .70,=D /0490/ ;:74.40>1:= ., ;4,710C;09/4@=0 ,9/ 419A0>1809?
19.10/492 , ;;=:;=4,70 ,@3:=>,%-9 10A0> B#37,=20= ., ;4,7
;=250 , . <@PWz9> ,9/ /B> 2>, 1> =0<@92 - ,=/ ;AL

,97 ;40> 7z, ;51D 73=:023:@ 730
F 1:=8,78:931D 800%92> -0"B009 ?30

=205

=1@; 3401 CO.@%AO

30 =:@; 49,9.0 £0.7:=,9/ /iA>4:9,718,9,20809:
/> @>>>¢,1024. -;0-,%:9,7,9/ 149,9.4,7>@0> ,9/
F 0D :=;:=,70),180>3,A0 -009 .:88@9.,%0/ 1z ,708;7:D00>

’30 =:@;> 90=9,7 @/¥109.%:9 @9/0-?,60> =02@7,= =0A0B> :1
130 49/1AL/@ ,7 -@>490>>0> = ;0=,%:9> ,9/ 2304 >D>08> :14970-9,7
.19%=:71 8,60>=0.:8809/,%:9>7: 48;=:A0 .:9%=:7> ,9/ 1:1:B> 0;
72 09>0-0 73,7 8,9,20809 48 ;108097 130 =0. : 8809/ ,%:9> 8, /0
’30 90=9,7 @/¥ ;1,94 /0%0=8490/ :9 , =>6 ,>>0>>809? - ,>> ,9/
4> =0A0B0O/ ,9/ ,;;=:A0/ -D?30 @/# -884M00 9%0-9,7 @/%>
149/192> ,=0=0;:=0/ ?: =:@; ,9/ -@490>> ,=0, 8,9,20809" ,>
BO7 ,>7: 730 @/4 :-88400

’30 :,=/.,9.:914=8"3,7#3,>.,=0/ :@ ,9 ,99@,7=0A0B :1
930 :AO=,77 0110.%A090>> 1730 =:@; >>D>08 :14970=9,7 .:9%=:7
,9/ #>6 8,9,20809? ;=:.0/@=0> /@492 30 D0,= ,9/ @; ?: 730
/,%0 1 ,;5=:A,7 21730 ,99@,7=0; :=? *3649.10/0/ , ;=:.0>> :1
>07 .0=%14. ,%:9 -D >094:= /iAP4:9,71 8,9,20809? 49 B34.3 730D
B0=0 ,>60/ ?7: .:91=8 73,7304 /iAP>4:9> 3,A0 .-8;10/ B3

=:@; ;:4.40> ,97 ;=:.0/@=0> ,9/ 7z =0;:=7 ,9D >i29414. ,97 . :9%=:7
B0,690>>0> 4/09%140/ /@492 730 ; ,> D0,= 9 ,//¥4:9 4 I9AZT1A0/
=0AI0B492 730 =0>@7> 1730 B:=6 21730 =:@; > 970-9,7 @/#
109.7%:9 ,97 730 =>6 4/09%14. ,%:9 ,9/ 8,9,20809? ;=:.0>>0>
4/09%140/ ,-:AO

Going concern

=OAOB :1730 =:@; > -@>190>> , .MAN0> 7:20730= B#3730 1, .7:=>
1601 7z ,110.7 £ 1@@-0 /0AOT: ; 809? ;0=1:=8,9.0 ,9/ ;:>:9 ,=0
>07 1@ 9 ;,20> ,9/ 19730 =:@; 3i01 CO.@MA0>=0AOB :1
730 D0,= ”30 149,9.4,7 ;:>M:9 1730 =:@0; > .,>311:B> U<@/4D
;-9 ,9/ -:==:BL92 1, 40> ,=0>3:B9149 730 :9>:14/,%0/
&?,708097 -1 49,9.4,7$:>0M:9  :9>:74/,%0/ &,0809? ;1 ,>3

-B> 730 ,..:8;,9D492 "":70>7: 130
&7,70809% :9 ;,20> 1 ,9/ 49730 49,9.4,7 %OA0B :9
;,20> 7: @=130=491:=8,%:9 .:9.0=9492 730 =:0;>
1-50.%A0> ;:74.40> ,9/ ;=:1.0>>1:28,9,2492 4> ., ;0,1 &>
149,9.4,71=4>6 8,9,20809? - -50.%A0> /0?7,4> 14> 149,9.4,7
19>=0809% ,9/ 30/2492 , .MAMO> ,9/ 1> 0C; =>@=0 ?7: .=0/4 =>6
,9/ U<@4/4D =4>6 . ,9 -01:@9/ 49 730 >0.%:9 . :A0=492 =/>6
8,9,20809 :9 ;,20> 7

¥ .9,20809?> =0A0B :17i<@4/4D ,9/ 730 ,/30=09.07: -, 96492
.2A09,9%7,60>497: ,..:2097730 =:@;>-0/207 ,9/ 1:=0.,>»> 1:=
730 90C? ’B: 149,9.4,7D0,