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Cautionary statement

This Annual Report has been prepared for the shareholders of McBride plc, as a body,
and no other persons. Its purpose is to assist shareholders of the Company to assess
the strategies adopted by the Group and the potential for those strategies to succeed
and for no other purpose. The Company, its Directors, employees, agents or advisers
do not accept or assume responsibility to any other person to whom this document

is shown or into whose hands it may come and any such responsibility or liability is
expressly disclaimed.

This Annual Report contains certain forward-looking statements that are subject

to risk factors associated with, amongst other things, the economic and business
circumstances occurring from time to time in the countries, sectors and markets

in which the Group operates. It is believed that the expectations reflected in these
statements are reasonable but they may be affected by a wide range of variables
which could cause actual results to differ materially from those currently anticipated.
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No assurances can be given that the forward-looking statements in this Annual
Report will be realised. The forward-looking statements reflect the knowledge
and information available at the date of preparation of this Annual Report and the
Company undertakes no obligation to update these forward-looking statements.
Nothing in this Annual Report should be construed as a profit forecast.

Directors’ report

Pages 1to 79 inclusive, of this Annual Report comprise a Directors’ Report that

has been drawn up and presented in accordance with English company law and the
liabilities of the Directors in connection with that report shall be subject to the
limitations and restrictions provided by such law. In particular, Directors would be
liable to the Company (but not to any third party) if the Directors’ Report contains
errors as a result of recklessness or knowing misstatement or dishonest concealment
of a material fact, but would not otherwise be liable.
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Passionate about Private Label

McBride is Europe’s leading provider of Private Label
Household and Personal Care products. We develop,
produce and sell our products to the major grocery
retailers throughout Europe and beyond.
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We have reorganised the Group on a functional basis,
resulting in a refreshed, leaner organisation, focused on
our core Commercial, Supply Chain and R&D functions.

During the year, we have continued to drive innovation
through our Centres of Excellence, resulting in a number
of timely new product launches. We continue to focus
on a number of Core categories, pursuing opportunities
to expand our geographic reach and will continue to
seek ways of improving our operating margins.

The actions taken during the year provide the platform
on which to build the momentum for Private Label in
our Core categories and accelerate the pace of growth.

freshed, innovative and focused
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Overview

Highlights

Financial highlights

— Revenue of £761.4 million
(2012: £813.9m)

—> Operating profit of £15.4 million

(2012: £18.1m)
- Adjusted operating profit®

was £24.0 million (2012: £29.5m)

— Adjusted operating margin®
3.2% (2012: 3.6%)

— Diluted earnings per share
of 3.2 pence (2012: 5.0p)

—> Adjusted diluted earnings per

share® of 7.5 pence (2012: 9.7p)

— Full year payment to
shareholders of 5.0 pence
per ordinary share, to be
remitted through the B Share
scheme

— Year-end net debt of
£86.8 million (2012: £81.2m)

@ An explanation of these performance measures
is presented on page 3.

Commercial highlights

—> Share of revenues from
developing and emerging
markets 11% (2012: 9%)

—> Core and Future Growth
categories 49% of Private
Label revenues (2012: 47%)

—> Successful implementation
of Group reorganisation

— Continued strong growth
in Germany and Poland

—> A successful product launch
programme in the second half
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Key Performance Indicators (KPIs)

MB3IAISAQ

Management uses a number of KPIs to measure the Group’s performance and progress against its strategic
objectives. The most important of these KPIs focus on the five key areas of organic revenue growth, trading
profitability, return on capital employed, customer service level and waste efficiency.

Certain of these KPIs reflect adjustments to amounts determined in accordance with International Financial
Reporting Standards (IFRSs). Adjustment is made for specific items that are considered to hinder comparison

of the trading performance of the Group’s businesses either year-on-year or with other businesses. During the
period under review, adjustment was made for the amortisation of intangible assets and changes in the estimate
of contingent consideration arising on business combinations, exceptional items (which comprised reorganisation
and restructuring costs and impairments of long-lived assets), the unwinding of the discount on the contingent
consideration and the tax relating to these items.

Adjusted performance measures are not defined by IFRSs and may differ from similarly-titled measures used
by other companies.

Organic revenue growth
Change in revenue adjusted for the effect of exchange rate movements 5 0/
(constant currency) and the contribution of businesses acquired or sold. (4]

(2012:1%)

Adjusted operating profit
Operating profit before adjusting items. £24 0 m

(2012: £29.5m)

Adjusted operating margin 0
Adjusted operating profit as a percentage of revenue. 3 2 /o
(2012: 3.6%)
Adjusted diluted earnings per share
Profit attributable to shareholders before adjusting items divided by the average 7 5
number of ordinary shares used for calculating diluted earnings per share.
(2012:9.7p)
Return on capital employed
Adjusted operating profit as a percentage of average year-end net assets 1 2 40/
excluding net debt. (4]

(2012: 14.7%)

Customer service level o
Volume of products delivered in the correct volumes and within agreed timescales 9 6 /
as a percentage of total volumes ordered by customers. o

(2012: 96%)

Waste efficiency (1)
Tonnes of waste produced as a percentage of total production tonnage. 1 4 /o

(2012:1.6%)
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Overview

Focused on a
streamlined business

Group structure

At the beginning of the year, we reorganised our management structure
to focus on our core functions: Commercial, Supply Chain and R&D.

Our markets continue to be defined by geography and, therefore, the
Board assesses financial performance and allocates resources primarily
on a geographical basis. We have three reportable segments: the UK,
Western Europe and the Rest of the World.

Function

Commercial Core markets Growth Build for
engine future
growth
UK Western Rest of the World

Europe

Category management

Centres of Excellence

Supply Chain Purchasing Logistics
Manufacturing Quality

Support Finance & Information Systems
functions Human Resources
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Locations

Reference

Site

Barrow
Middleton
Bradford
Hull
Rosporden
Moyaux
Etain

leper
Estaimpuis
Foetz

Strzelce

Product capabilities

Laundry powders, tabs, Dishwashing
Household liquids

Personal care & Laundry liquids

HH & PC aerosols

HH & PC aerosols

Laundry powders, tabs, Dishwashing
Household liquids

Household & Personal care liquids
Household & Laundry liquids
Machine dishwashing

Household & Personal care liquids

Sallent
Bergamo
Brno

China
Malaysia
Vietnam
Melbourne
Hong Kong
London

Manchester

(_ R&D Centres of Excellence
at manufacturing sites

@ Manufacturing sites
@ Offices

MB3IAISAQ

”)

Product capabilities

Household & Laundry liquids
Household & Laundry liquids
Skincare

Household cleaners & Air care
Personal care liquids and Skincare
Personal care liquids and Skincare
McBride Australia Sales office
Asia Pacific Sales office

McBride plc Head office

McBride Shared Services Centre
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Overview

Our business environment

Consumer spending

McBride closely monitors those
factors which influence consumer
spending and the way in which
consumers are reacting to the
current economic climate.

The level of economic activity continues
to remain weak in many markets across
Europe with continuing uncertainty

on sovereign debt in some countries.
There were almost 26.5 million people
unemployed across the EU 27 countries
in June 2013, with an average of 12%

in the Euro area.

The state of the economy directly
affects consumer confidence. This,
coupled with concerns over job
security and food price inflation,

is putting increased pressure on
disposable incomes and consumer
spending patterns. With food prices
rising an average of 2% across Europe,
consumers are cutting back on some
non-essential items.

The Household and Personal Care
categories are the most heavily
promoted of all grocery categories®
Recent analysis from IRl indicates that
the level of Household care promotion
across Western Europe was up 4% and
Personal Care promotions were up 7%
compared to last year, whilst overall
both category’s sales volumes declined
by 1%.

Consumers are becoming more
‘forensic’ in their approach to shopping,
using mobile apps and online sites to
compare brand prices and promotions
before they shop, writing shopping lists
and collecting money-off coupons. In
the UK, leading retailers have responded
to this behaviour through brand price
matching, to reassure their customers
that they can afford to be loyal. Private
Label has a key role to play in helping
the retailer to differentiate from its
competitors and maintain its value
offering.

@ Source: IRl Infoscan year ended March 2013 France,
Italy, Spain, UK, Germany, Netherlands and Greece.

In France, price cuts are still dominating
retail marketing, however the total
volume of products on promotion fell
slightly in the first quarter of 2013.

In Italy, the overall level of promotions
increased slightly in the first quarter of
2013, with Private Label being included
to boost retailer margins. Germany has
the lowest volume of brand promotions
of our major Western European markets.

Retail Structure

Retail structures are changing with
online, convenience and discount
formats all gaining share.

The multi-channel and multi-store
shopper are the most significant
emerging retail trends in Western and
Eastern Europe, with online, convenience
and discount channels all showing
significant growth, although big box
formats still achieve the greatest sales.

Changing consumer attitudes

to Private Label

The percentage of Household

and Personal Care products on
promotion to end March 2013 (%)

Reasons for buying more standard Private Label

Economic drivers

Tighter budgets 67%
Price inflation 63%
Forensic shopping 60%

80
70

60 64.1
585

Performance drivers
Quality improvements 50%
Range expansion  42%

Source: IGD Shopper Vista May 2013.

UK

France

30.6 283
% 210 BB
i 98

Germany Italy

™ Household
Personal Care

Source: IRl July 2013 Special report: Pricing and Promotion in Europe.
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According to Planet Retail, over the

past five years the discount channel has
grown at 3.5% compound annual growth
rate (CAGR) and convenience at 3.4%
CAGR, whereas hypermarkets/
superstores grew at just 0.3% and
supermarkets at 1.6%. Forward estimates
put convenience growth at 5.1% and
discounters at 4.4% CAGR to 2017.

Discounter growth is not only attributed
to the convenience of their locations
and their value proposition, but also

to the quality and improvement of their
Private Label offering. Private Label
products often outperform their brand
equivalents in independent tests, which
help drive consumer confidence.

E-commerce is the fastest growing
channel, increasing sales by 12.3% CAGR
from 2007 to 2012, and is estimated to
grow at 17.3% to 2017.

The growth of these divergent channels
is primarily driven by consumer demand
for their shopping needs to be met at

a time and place that suits their lifestyle.
Consumers expect a similar experience
from their retailer, regardless of channel,
so a cohesive, comprehensive and
relevant Private Label offering across

all channels is a key element in meeting
consumer demands.

The main drivers in shopper store choice
are price, convenience, quality and
availability® so retailers need to make

it easier for shoppers to quickly locate
the best value products. The new Private
Label value proposition is more than
just price, there is an increased focus

on the added value benefits, whether
itis enhanced performance, convenient
packaging, sustainability credentials

or innovation.

The challenge for manufacturers is
to meet this rapidly changing retail
environment with a responsive and
agile supply chain.

@ Source: Shopper Vista Research, British grocery
shoppers March 2013.

88% of shoppers
said they intend
to keep purchasing

own brand even after
the economic climate
improves

Source: Nielsen/Planet Retail.

Western Europe channel sales 2007-2017 (£bn)

Hypermarkets & superstores

=

Discount stores
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Business review

Chairman’s statement

“Following a
disappointing
performance through
much of the year,
an unprecedented
product launch
programme has
returned our Private
Label business to
growth in the fourth
quarter.”

lain Napier
Chairman

Introduction

This year, we have again seen the
economic environment in Western
Europe contributing to weak consumer
demand. As a consequence, consumers
are continuing to seek out the value
that Private Label offers. McBride’s
fourth quarter revenue growth is
demonstrating that we are taking
advantage of this to move our

Private Label business into growth.

Group revenues for the full year

were down 5% on a constant currency
basis. In the first half, McBride’s Private
Label revenue was constrained by

the exiting of low-margin contracts,
and contract manufacturing revenue

by the wind-down of selected business.

The unprecedented level of branded
promotional activity in our third
quarter further impacted revenues
and, ultimately, our operating profit
and earnings, as outlined in the March
trading update.

Our progress in our developing and
emerging markets, where our
Private Label sales have grown 16%
on a constant currency basis, has
been encouraging.

The reorganisation of the Group

in June 2012 that removed the old
divisional structure has been successful.
Greater category focus, supported

by the R&D Centres of Excellence, has
led to a Group-wide product launch
programme that was instrumental in
our return to growth in the second
half. Looking forward, we expect the
reorganisation to be increasingly
beneficial as our manufacturing assets
are more effectively utilised and

our innovation pipeline becomes
increasingly focused.

Board responsibilities

One change to the Board was
announced during the year.

Steve Hannam joined as a Non-
Executive Director on 4 February 2013.
Steve is Chairman of Devro plc and

is a non-executive director of Low

and Bonar PLC.

Bob Lee will retire from the Board after
the conclusion of the Annual General
Meeting (AGM) following ten years’
service with the Company. | would

like to thank Bob for his contribution
during this time.

Bob’s Board responsibilities will be
re-assigned with effect from the
conclusion of the AGM. Steve Hannam
will become Senior Independent
Director and Sandra Turner, Chair

of the Remuneration Committee.
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Aldi Sud’s new auto dishwash tablets
were the first Private Label tab-in-tabs
to be launched in Germany.

Having successfully implemented the
reorganisation of the Group, Chris Bull
will now focus on driving our growth.
Richard Armitage will lead the drive
for cost leadership and will take
responsibility for Manufacturing,
Distribution and Procurement with
immediate effect, as well as continuing
to lead the development of the Group’s
new shared services organisation and
performing his responsibilities as CFO.

People

The Private Label retail market provides
a challenging environment for our
people. They have, during the course of
this year, delivered our product launch
programme whilst learning to operate
in a new organisation and also coping
with a challenging trading environment.
| would like personally to thank them for
their dedication and hard work.

Corporate governance

Our Board continually seeks to improve
the governance of the Group for

the benefit of all our stakeholders.

My statement and details of how the
main principles of the UK Corporate
Governance Code are being applied are
set out in the Corporate Governance
section of the Report on pages 42 to 79.

During the year, we have carried out an
evaluation of the Board’s effectiveness
and an exercise to benchmark executive
and senior management remuneration
packages. The results of these exercises
continue to confirm our belief that we
are working to good practice standards.

The Board has also carried out a
comprehensive risk management
exercise. This has highlighted a number
of areas to be addressed, a summary
of which is set out on pages 53 to 57

of the Report.

Results and payments to
shareholders

Revenue decreased by £52.5 million

to £761.4 million (2012: £813.9m), with

a 5% decline at constant currency. Profit
after tax attributable to shareholders
was £5.9 million (2012: £9.1m). Adjusted
diluted earnings per share were

7.5 pence (2012: 9.7p).

At the year end, net debt was

£86.8 million (2012: £81.2m). Operating
cash flows were offset by exceptional
costs of £8.4 million (2012: £6.7m)

and capital expenditure of £16.2 million
(2012: £26.4m).

The Board is recommending a final
payment to shareholders of 3.3 pence
per share (2012: 3.0p). This would result
in a total payment to shareholders for
the year of 5.0 pence (2012: 5.0p), which
would be covered 1.5 times by adjusted
diluted earnings per share (2012:1.9
times). Subject to approval at the AGM,
the payment would be made by means
of an allotment of 33 non-cumulative
redeemable preference shares

(‘B Shares’), giving a total allotment

for the year of 50 B Shares.

Looking to the future

Whilst we do not anticipate significant
softening of branded promotional
activity, the return to growth of our
Private Label business, and the
outperformance of revenue from our
Core and Future Growth categories,

is evidence that McBride is successfully
following the right strategy. Our new
organisation is working, and is now
highly focused on exploiting the Private
Label opportunity for the benefit of
our stakeholders.

We have made a good start to the new
financial year with trading in line with
expectations.

lain Napier
Chairman
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Business review

Chief Executive Officer’s review

“Our principal objective
for the current year
is to exploit the
opportunities available
to us to drive Private
Label growth in our
Core categories and
accelerate the pace of
growth, whilst taking
action to become
more competitive.”

Chris Bull
Chief Executive Officer

Overview

During the past year trading conditions
in many of our core European markets
remained challenging, due to ongoing
weak economic activity in a number of
countries within the Eurozone and the
UK, and with continuing high levels of
unemployment. We have seen Private
Label retail sales maintain share overall
in our core markets of Western Europe,
although overall category consumption
remains very subdued or has fallen.
Significant deep discount promotional
activity, especially during the ‘Spring
Cleaning’ season, impacted our revenue
in the second half.

The outlook in our developing and
emerging markets of Central and
Eastern Europe and Asia Pacific is
more positive with strong Private Label
dynamics. We have continued to see
strong Private Label revenue growth

in Poland, and also in Australia and
South East Asia where we are investing
to support local and international
retailers’ expansion plans.

On1)uly 2012, we implemented the
reorganisation of the Group with

the principal aim of removing the
divisional structures. This was a logical
progression from the organisational
changes we implemented under Project
Refresh over the last two years to
exploit our scale and capabilities.

The Commercial organisation is
supported by Group-wide Supply Chain
and R&D functions. The Group’s Asia
Pacific operations now reports directly
to the Group Chief Executive Officer.
We have three reportable segments:
the UK, Western Europe and the

Rest of the World (covering Central
and Eastern Europe and Asia Pacific).

The principal benefits from the new
structure are: improved speed of
decision making; quicker reaction

to changes in market dynamics and
consumer trends; a sharper focus

on and improved responsiveness to
the needs of our customers; faster
deployment of innovation across
geographies; and shared best practice
across all geographies and categories.

Group revenues were impacted by the
wind-down of parts of our contract
manufacturing activities in Europe,
resulting in revenues of £761.4 million
for the year, which were down 5% on

a constant currency basis. After a first
half in which Private Label revenues
were also impacted by the exiting

of low-margin contracts, and a third
quarter that was impacted by
unprecedented levels of branded
promotional activity, our Private Label
business returned to growth by the
fourth quarter resulting in Private Label
revenue growth of 2% for the second
half. Revenue growth in our Core and
Future Growth categories for the same
period was 3%.
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Tesco's Pro Formula for Men combines
specially selected ingredients and
expert knowledge to create a range
of products especially suitable for
men’s hair and skin.

Trading since year-end has been in .
line with expectations. Although the B d I
economic environment in Western u SI n ess m o e

Europe remains depressed, the strong

performance of our Private Labels in .
quarter four, the further development GI'OWII"Ig demand for

of our Core category focus and Private Label pI"OdUCtS
momentum in our developing and
emerging markets has confirmed Growth drivers
to us that we are taking the right => Customers seek  => Major retailers => Private Label
actions to deliver future growth. value for money require price- manufacturers
=> Retailers competitive products develop innovative =

strategic progress continually look to to improve value products S

) ) ) differentiate their stream -> Retail concentration 3
Our strategy is to drive Private Label offering and build and globalisation a
growth in the Household and Personal loyalty o
Care markets throughout Europe and rza

into developing and emerging markets
through product innovation, excellent
customer service and quality, and by
exploiting our scale in procurement
and operational efficiency to deliver
exceptional value.

Our main achievements have been: DEIive ring:

izl Customer satisfaction
functionsfocused respectielion 1T (o BJVIY =111 =10 ) (2

P o g rowth throu g h

effectively through our Centres . .
of Excellence and with greater h I t f
customer engagement; t e app |Ca |On O oee

— successful delivery of our product
launch programme;

5 continued strong growth in => Consumer focus => Product quality
Germany and Poland; and > Shopper focus -> Product .

— astrengthened capability in our > Category . developmen_t skills
Asia Pacific business resulting in understanding => Manufacturing
asignificant number of new Private [ @113 20,1 1T gV [ excellence and

Label contracts in the region.

know-how
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Business review

Chief Executive Officer’s review

continued

CEO targets and achievements

Objectives for 2013

Driving revenue growth by extending
our category management approach.

Continuing to strengthen our
geographic weighting in developing
and emerging markets.

Achieving targeted overhead cost
reductions, complexity reduction
and process improvements.

Targeting profitable new product
development (NPD) through the
reorganised R&D team.

Commercial review

Market overview

In the 52-week period ended 9 July 2013,
total retail sales volumes in the UK
Household category grew by less than
2%. UK Private Label market volume
grew slightly below the broader market
at 1%, but volume share remained
broadly stable at 29% over the period.

Private Label outperformed in the Core
categories of machine dishwashing,
laundry liquids and cleaners, where
McBride’s NPD projects are delivering
strongly. Private Label machine
dishwashing increased volume share by
approximately 2% to 37%, laundry liquids
increased by 1% to 20%, and cleaners
increased by 3% to hold a 29% volume
share. Private Label bleach volumes
grew by 9% to hold a 54% volume share
of the UK market.

Our main achievements in 2013 have been:

A successful product launch programme
in the second half supported by the new
R&D structure.

Building a significant business in Germany.

Continued strong performance in Eastern
Europe driven by Poland.

Strengthening the capability of our Asia
Pacific business resulting in a significant
number of new Private Label contracts
in the region.

Developing and emerging markets account
for 11% of Group revenue (2012: 9%).

Achievement of supply chain restructuring
savings and Operational Excellence targets.

Removal of the divisional structures in
July 2012 and the creation of Commercial
Business Units and Operations functions
focused, respectively, on driving growth
and cost reduction through our ‘strategy
into action’ processes.

The Group-led R&D function driving NPD
projects more effectively through our
Centres of Excellence and with greater
customer engagement.

In France, total Household category
volumes for the 52-week period ended
30 June 2013 were flat, reflecting the
highly competitive trading environment,
whilst Private Label volumes were
marginally lower, down 0.1%. The
resulting overall Private Label
Household products volume share
remained broadly stable at 32%. In Italy,
the Household market remained highly
competitive, declining 2%, with Private
Label volumes down 4% resulting in
Private Label volume share reduced

to just below 24%.

In Germany, Private Label volume grew
1%, compared to the overall market
which declined by 1%, resulting in
Private Label volume share increasing
to just over 42%.

In Poland, Euromonitor reported
Household Private Label sales were up
12% year-on-year, reaching 7% market
value share.

In Personal Care, the UK market was
down 1% compared to the prior year in
the 52-week period ended 9 July 2013,
with Private Label volumes down 2%
due to the continuing high level of
promotional activity in the sector.
Overall, Private Label volume share

of the UK Personal Care market was
broadly flat at 18%. The overall market
for Personal Care products in France
was down 1% for the 52-week period
ended 30 June 2013, with Private Label
volumes down 4% resulting in a Private
Label volume share of 20%.

Business performance

McBride’s revenue declined by 5% in
the year on a constant currency basis.
Our programme of product launches
resulted in Private Label revenue
growth of 2% in the second half,
reversing the 2% decline in the first half.
Growth of 3% (on a constant currency
basis) in our Core and Future Growth
categories was also supported by our
programme of new product launches,
and those categories now account for
49% (2012: 47%) of total Private Label
revenue. Our first pan-European
product launch, using our innovative
fast-dissolving machine dishwashing
tablets, was particularly pleasing

with category revenue growth of
approximately 19% compared to the
prior year.

In the UK, Private Label revenue
declined by 9% reflecting the strategic
exit from low-margin Private Label
contracts in the first half, and deeply
discounted branded promotional
activity in the second half. In France,
our largest market in Continental
Europe, revenues were down 1% as a
result of the wind-down of selected
contract manufacturing activity
announced early in the year. In Italy,
Private Label revenue was down 4%
reflecting the particularly weak
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Zhongshan factory, China.

Walmart launched their new range

of five household cleaners under their
Great Value brand to capitalise on the
growing penetration of Private Label
in China. Manufactured in McBride’s

economic environment, in which the
overall Household category revenue
was down 2% and Private Label volumes
were 4% lower year-on-year. Our
German businesses achieved strong
performance with revenue growth

of 42% and we continue to make
substantial inroads into the largest
market in Europe. Overall, Private Label
revenue across our \Western European
market was 2% lower.

Developing and emerging market
revenues now account for 11% of Group
revenue (2012: 9%). In Eastern Europe,
our Polish business achieved another
strong performance with Private Label
revenue growth of 24% underpinning
the overall Rest of the World revenue
growth of 16%.

We have continued to grow our
business in Asia. Some encouraging
new business wins, and several new
product launches, with both national
and multinational retailers, have helped
to boost sales in the region. We have
made strong progress in Australia with
contract wins on products supplied
from our Malaysian and European
factories. We have also taken important
steps to build our Private Label
business, and will shortly be launching
Private Label household cleaners into
the Chinese market. Upgrades to our
facilities in Malaysia and Vietnam are
underway. At the same time, our Asia
business continues to grow contract
manufacturing for brands developed
and marketed by our customers in

the region.

Group contract manufacturing
revenue, however, declined by 27%

as a consequence of the wind-down of
selected contracts in Western Europe.
This was a major factor in the overall
decline in the Group’s revenue.

Customer focus

The objective of our new organisation

is to strengthen our relationships with
the major retailers across Europe as
well as in our developing and emerging
markets. This will be achieved through
aligning regional BUs with groups of
customers, then focusing the BU teams
on helping customers grow their Private
Label sales. We continue to work closely
with all our customers through
dedicated account teams that offer
category management advice, the
development of tailor-made Private
Label ranges and active support for
in-store activities.

Customer service level (CSL) is a critical
measure for our business and is
monitored across all product segments.
Our aim is always to deliver the
products ordered by the customer in
the correct volumes and to the agreed
timescales, which can be as short as

24 hours. Rapid growth outstripping
capacity in Eastern Europe, combined
with some plant-specific mechanical
failures, led to a temporary decline in
service around the middle of the year.
We took swift action to recover CSL

by holding higher levels of stock,
moving certain busy production lines
to 24/7 running and making selective
investments to increase blow moulding
capacity in Poland resulting in CSL
recovering in the fourth quarter to 97%.
Our CSL remained at 96% (2012: 96%)
for the year as a whole. This is below
our internal target of a sustained CSL
of 98% and will continue to be a key
focus area of improvement in the future.

Category management

The role of category management

is to design, develop and implement
strategies to deliver profitable category
growth. The Group-wide category
management approach aims to provide
guidance and support to the BUs by
sharing knowledge about consumer
and shopper behaviour and needs,
developing successful Group category
strategies and ensuring focused and

well-resourced support for key
initiatives, such as customer tenders.
Our investment in category
management skills and expertise is
delivering a competitive advantage
and is highly valued by our customers,
following a number of recent product
developments and launches in areas
such as laundry, machine dishwashing
and cleaner categories.

Operational review

Cost efficiency

The Group’s Operations structure is
responsible for managing the total
supply chain including Manufacturing,
Warehousing and Distribution, Sales
and Operations Planning (S&OP),
Purchasing and Quality on a Group-
wide basis. By operating as a single
Group-wide organisation, it aims to
leverage the Group’s scale allowing

us to optimise the use of our resources
and increase our efficiency.
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The restructuring of the Group’s supply
chain has seen the business rationalise
production capacity to 14 sites in
Europe (from 19 three years ago)

and on three sites in South East Asia,
facilitating a more efficient and
effective utilisation of existing capacity.
For example, we have been able to
increase Private Label production for
UK, French, German, and Turkish
customers from our Foetz facility,
replacing contract manufacturing
volume released at the site.

Our ongoing focus on Operational
Excellence means that we have
successfully met our Year 2 targets.

The Group has implemented Lean
initiatives and has reduced the
complexity of our product range

to drive down the cost of our
manufacturing operations, with the
resulting efficiency improvements
contributing to significantly higher
volume outputs at a number of

our sites.
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continued

At Strzelce in Poland, volumes are

up 21% year-on-year to over 100,000
tonnes to meet the growing demand
for Private Label products in Central
and Eastern Europe. Strzelce is now
the third largest production facility
by volume in the Group. The
implementation of Lean projects

has had tangible results with material
usage reduced through improvements
within mixing and filling processes

as well as light-weighting of bottles
across the product ranges.

Our Middleton site has improved the
supply of bottle volumes from blow
moulding to filling thereby enabling
us to maximise the output of the
high-speed filling lines. It has allowed
us to make significant reductions to
the operational headcount at the site
whilst increasing production capacity
and delivering greater flexibility to
meet demand peaks.

At Moyaux, the deployment of
Operational Excellence tools has
increased the capacity of our large
skillet filling line by 25% and reduced
wastage levels by improving our
recycling processes. This has allowed
the factory to respond rapidly to market
demands for laundry powder in the
second half of the year.

The Group invested £15.0 million of
capital expenditure during the year

to support NPD initiatives in machine
dishwashing capacity, efficiency
improvements and capacity expansion
projects.

Material cost management

Over the past year, uncertainty over
expectations for global economic
growth, political instability in the
Middle East, capacity restructuring
by suppliers and currency movements
have led to movements in the market
prices of a number of commodities.
Against this background, McBride has
followed its procurement strategy to
achieve stable material costs through
the year. We will invest further in our
procurement talent and processes

to ensure ongoing improvement in
our capabilities in this critical area.

Environmental efficiencies

The Operations team have taken

a number of initiatives to improve
environmental performance and
energy efficiencies across the Group,
including the appointment of Energy
Champions at all our manufacturing
sites to share best practice.

We have continued to make progress
on our waste reduction targets, Group
water usage and efficiency and total
energy consumption.

The overall impact of our operations
for Scope 1 and Scope 2 emissions

was 61,169 tonnes of CO,e emissions
(2012: 61,542 tCO,e). Further information
on our performance and efficiencies
achieved appears in the Corporate
Responsibilty Report on pages 34 to 40.

Research &
Development review

New product development

During the year, the R&D teams have
continued to drive innovation resulting
in several key consumer test wins,
including Stiwa in Germany and Nordic
Swan approvals for Scandinavia,
together with a number of timely
product launches across Europe in the
second half of the year. These wins

are the result of the successful work
of the R&D and category teams and
demonstrate our technical leadership
position in a number of Household
and Personal Care categories.

Being first to market in Private Label
continues to be essential to the
continued success of our business.
We expect that NPD initiatives and
ground-breaking Private Label innovation
will continue to feed our product
launch pipeline, drive improvements
in competitiveness and maximise our
growth opportunities within Private
Label, not only in the mature markets
of Western Europe but also in the
developing and emerging markets

of Eastern Europe and Asia Pacific.

People

Our Mission is to be the leading
provider of Household and Personal
Care products of exceptional value

and performance to our customers and
their consumers. Our Vision is to be the
most successful Private Label company
in the world. We have three simple
Principles underpinning this objective:

— Engage our people;
— Focus on our customers; and

— Drive our performance.

The Group-wide Commercial, Operations
and R&D functions are supported by
Finance, Information Systems and
Human Resources specialists. Our aim

is to recruit, retain and develop the best
people available. We achieve this by
actively developing our staff through

a number of Group-wide programmes,
promoting from within where possible,
but not hesitating to recruit external
expertise to fill important skill gaps.

We are pleased that Martin Nederhoed
joined us as Chief Commercial Officer
on 19 August 2013. Biographies of the
Executive Management Team (EMT)
members are provided on pages 46 and
47 of the Corporate Governance report.
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We have reviewed our methodology
for health and safety reporting during
the year. The number of greater than
three-day lost time accidents was

116 (2012: 97), and the frequency

per 100,000 hours worked was 1.4
(2012:1.0). This represents a small
deterioration after the previous three
years of strong improvement and

we are refocusing our efforts to regain
the positive trend.

Sustainability and the environment
The Group is active in developing
products and packaging that will
protect our environment. Our new
machine dishwashing sachets enable
effective cleaning at lower
temperatures, while we continue to
reduce the environmental impact of
our liquid products through minimising
packaging wherever possible. Our Group
Sustainability team oversees activities
to reduce water and energy usage and
waste, and we continue to meet the
requirements of the FTSE4Good Index
and the A.L.S.E. Charter for sustainable
cleaning.

McBride is fully committed, where
possible, to deliver our customers’
requirements with regard to sustainable
palm oil. We currently purchase

Green Palm certificates in support

of the Roundtable on Sustainable

Palm Qil (RSPO) for a number of leading
retailers’ products.

Objectives for the current year

Our new Group organisation will allow
us to exploit fully the Group’s scale
and the opportunity for Private Label
growth presented by our market
environment. The Group believes that
our strong pipeline of new product
launches in Private Label in the second
half of the financial year leaves the
Group well placed to return to organic
growth in the next financial year.

The Group will achieve this by focusing
on five priorities:

— driving Group revenue growth by
building our new product launch
pipeline;

— leveraging our unique capabilities
to grow substantially in the mass
markets of Central and Eastern
Europe; and to build for the future
in Asia Pacific;

— restoring profitability in the UK and
Western Europe through selective
category growth and re-shaping
of the cost base;

— capturing the substantial Supply
Chain synergies made possible
through the Group reorganisation;
and

— utilising our well-developed
competencies in operational
excellence, back-office processes
and logistics management to drive
ongoing and challenging cost
reduction programmes.

Chris Bull
Chief Executive Officer
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Group financial review

“We experienced
some recovery in
sales volumes in the
fourth quarter as
a result of our own
promotional activity
and a significant
number of new
product launches.”

Richard Armitage
Chief Finance Officer

Results at a glance

£m, unless stated otherwise 2013 2012
Revenue 761.4 8139
Revenue (constant currency)® 761.4 803.0
Operating profit 154 181

Adjusted operating profit® 240 295
Adjusted operating margin®  3.2%  3.6%
Diluted earnings per share 3.2p 5.0p
Adjusted diluted earnings

per share® 7.5p 9.7p
Payments to shareholders
(per ordinary share) 50p 5.0p

Cash flow from operations

(before exceptional items) 39.3 395
Net debt 86.8 812
Return on capital employed® 12.4% 14.7%

(@ An explanation of these performance measures is
presented on page 3.

Group summary

Revenue was £761.4 million compared

with £813.9 million in 2012, a decline

of 6%. On a constant currency basis,

revenue in 2013 was 5% lower than

in 2012. Adjusted operating profit fell

by £5.5 million to £24.0 million (2012:

£29.5m). Adjusted diluted earnings per

share declined to 7.5 pence (2012: 9.7p).

Cash generated from operations before
exceptional items was £39.3 million
(2012: £39.5m). The cash outflow in
relation to exceptional items was

£8.4 million (2012: £6.7m). Year-end

net debt increased to £86.8 million
(2012: £81.2m).

Average capital employed was

£193.6 million (2012: £201.4m) and the
return on average capital employed
was 12.4% (2012: 14.7%).

Segment analysis

While the Group is now managed

on a functional basis, its markets are
defined by geography. Accordingly,
the Group’s operating segments
continue to be determined on

a geographical basis.

At the beginning of the financial year,
we redefined our reportable segments
and changed the basis on which we
determine the results of each segment.
Segment information for 2012 has been
re-presented on a comparable basis.
Details of these changes are set out

in note 4 to the consolidated financial
statements.

Revenue

Group revenue declined compared
with 2012, mainly as a consequence

of the action we took to withdraw from
low-margin contract manufacturing
and Private Label business and
considerable promaotional activity by
manufacturers of branded Household
products, particularly in the second half
of the financial year. We experienced
some recovery in sales volumes in the
fourth quarter as a result of our own
promotional activity and a significant
number of new product launches.

Revenue by reportable segment was
as follows:

2013 2012 Increase/
£m £m (decrease)
UK 286.3 309.0  (7)%

Western Europe 4099 4487 (9)%
Rest of the World 65.2 56.2 16%

Total 7614 8139  (6)%

In the UK, the decline in revenue was
primarily driven by the reduction in
low-margin Private Label business and
the effect of branded promotional
activity in the third quarter. In Western
Europe, revenue declined by 6% on

a constant currency basis, principally
due to the reduction in contract
manufacturing business. The continuing
weakness of the economic environment
was also a factor, particularly in
Western Europe.
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In the Rest of the World, revenue
increased by 16% on a constant
currency basis. Our Private Label
business in Poland achieved another
strong performance with revenue
growth of 24%. We continued to grow
our business in Asia, with new business
wins and several new product launches.
We have also made strong progress

in Australia.

Operating profit

Operating profit was £15.4 million,
compared with £18.1 million in

2012. Adjusted operating profit

was £24.0 million, compared with

£29.5 million in 2012. Adjusted operating
profit may be reconciled to operating
profit as follows:

2013 2012

£m £m
Operating profit 154 18.1
Amortisation
of intangibles 11 17
Change in contingent
consideration 1.6 (1.9)
Exceptional items 5.9 11.6
Adjusted operating profit 24.0 29.5

Adjusted operating profit by reportable
segment was as follows:

2013 2012
fm £m

UK 14.9 20.1
Western Europe 14.3 16.5
Rest of the World 2.0 0.3
Total segments 31.2 36.9
Corporate (7.2) (7.4)
Total Group 24.0 29.5

A reconciliation of adjusted operating
profit to operating profit for each of
the Group’s reportable segments is
presented in note 4 to the consolidated
financial statements.

Overall, the Group’s adjusted operating
margin declined to 3.2%, compared with
3.6% in 2012. It had improved in the

first half of the year due to the exit
from low-margin business and the
effects of the Group’s cost reduction
programmes, but it declined in the
second half in the face of promotional
activity by our branded competitors.

In the UK, the adjusted operating
margin declined to 5.2%, compared
with 6.5% in 2012, as a consequence
of the decline in sales volumes, though
this was partly offset by the effect

of the closure of our Burnley factory.

In Western Europe, the adjusted
operating margin decreased slightly
to 3.5%, compared with 3.7% in 2012.
Although sales volumes were lower,
we benefited from the significant cost
reductions that resulted from the
restructuring that was implemented
at the beginning of the year.

In the Rest of the World, the adjusted
operating margin increased substantially
to 3.1%, compared with 0.5% in 2012,

as a result of sales volume increases
and improving operational efficiencies.

Exceptional items

During 2013, the Group recognised
further exceptional costs of £3.0 million
(2012: £4.6m) in relation to the creation
of a functional structure with
centralised support services that
became effective on 1 July 2012. Also
during the year, the Group recognised

a net exceptional charge of £0.7 million
(2012: £4.3m) to complete the
rationalisation of its supply chain in
Western Europe. Details of these
exceptional costs are set out in note 5
to the consolidated financial statements.

Following the annual impairment tests
of goodwill carried out towards the

end of the year, the Group recognised
an impairment charge of £2.2 million in
relation to the goodwill allocated to the
Household liquids plant at Etain, France.
Etain manufactures bleach for sale
principally in northern France and in
Belgium. Since Etain was acquired in
1999, the bleach market has matured
and it has become a relatively
low-growth business that generates
low margins. During 2013, the plant’s
sales did not meet expectations and,
although new business is in the pipeline,
its budgeted sales for 2014 are lower
than the level achieved in 2013.
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During 2012, an impairment charge

of £2.7 million was recognised, which
principally related to the goodwill and
property, plant and equipment located
at the Group’s Skincare plant at Brno,
Czech Republic.

Contingent consideration

At 30 June 2013, the Group recognised
a liability of £5.6 million (2012: £3.6m)
for the remaining consideration
payable in relation to the acquisition
of Dermacol a.s. in 2011, which is
based on Dermacol’s revenue in each
financial year in the five-year period
ending 30 June 2017 and on its
operating profit for the financial year
ending 30 June 2017.

At each balance sheet date, the Group
remeasures the liability based on the
latest forecasts of the revenue and
operating profit of the business in the
relevant financial years. During 2012,
the Group reduced its estimate of the
contingent consideration payable by
£1.9 million, which corresponded with
the impairment recognised in relation
to Dermacol’s manufacturing plant at
Brno, Czech Republic. During 2013, the
estimate was increased by £1.6 million
to reflect improved expectations about
the future performance of the business.
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Group financial review
continued

At 30 June 2012, the Group recognised
a liability of £0.5 million in relation to
contingent consideration payable on
the acquisition of Fortlab Holdings Sdn
Bhd, which was settled in August 2012.

Net finance costs
Net finance costs were £5.9 million
(2012: £6.0m).

Interest payable on borrowings
(including the effect of interest rate
swaps) was £3.7 million, compared with
£3.8 million in 2012. At 30 June 2013, the
Group held interest rate swaps that had
the effect of fixing the interest payable
on €55 million of its Euro-denominated
borrowings at a weighted-average rate
of 5.22%. As shown in note 21 to the
consolidated financial statements,
interest rate swaps with a notional
principal amount of €45 million will
mature during the next financial year
and will be partially replaced by interest
rate swaps bearing lower interest rates.

Net finance costs included £0.7 million
(2012: £0.2m) in relation to post-
employment benefit schemes as
follows:

2013 2012

£m fm
Interest cost on
benefit obligation (4.6) (5.0)
Expected return on
scheme assets 3.9 4.8
Net finance cost (0.7) (0.2)

With effect from 1 July 2013, the
Group will adopt IAS 19 (Revised 2011)
which will change the accounting for
the net finance cost in relation to
post-employment benefit schemes.
Details of the changes are set out in
note 2 to the consolidated financial
statements.

Profit before tax and taxation
Profit before tax was £9.5 million
(2012: £12.1m) and the income tax
expense was £3.6 million (2012: £3.0m).
Adjusted profit before tax was

£18.4 million (2012: £23.7m) and the
comparable income tax expense
(excluding tax on the adjusting items)
was £4.7 million, compared with

£6.1 million in 2012. On this basis, the
Group’s effective tax rate was 26%
(2012: 26%).

Earnings per share and payments
to shareholders

Profit after tax was £5.9 million
(2012: £9.1m).

Diluted earnings per share (EPS) was
3.2 pence, compared with 5.0p in 2012.
Adjusted diluted EPS was also lower
at 7.5 pence, compared with 9.7 pence
in 2012.

The Board’s policy with regard to
payments to shareholders is that they
should be sustainable and paid out

of earnings, and will, where possible,
be progressive given the cyclical nature
of the markets in which the Group
operates.

Last year, shareholders approved the
Board’s recommendation that payments
to shareholders should be re-based

to 5.0 pence per share to ensure that
the Group has the maximum financial
resources available to it in order to
exploit the opportunities for Private
Label growth.

Subject to shareholder approval at
the AGM, the Board proposes a final
payment to ordinary shareholders

of 3.3 pence per share (2012: 3.0p),

to maintain the total payment for the
year at 5.0 pence per share (2012: 5.0p),
which is covered 1.5 times by adjusted
diluted EPS (2012: 1.9 times). The total
proposed payments to shareholders
for the year amount to £9.1 million
(2012: £9.0m). It is again proposed that
the payment to shareholders will be

in the form of redeemable B Shares.

Cash flow

Cash generated from operations before
exceptional items was £39.3 million
(2012: £39.5m). Working capital
increased by £6.9 million during

the year (2012: increased by £10.5m),
principally due to a temporary increase
in inventories in support of new
product launches.

The cash outflow in relation to
exceptional items was £8.4 million
(2012: £6.7m). A further cash outflow
of approximately £2.0 million is
expected in 2014 in relation to
exceptional costs recognised in 2013.

Capital expenditure in the year was
significantly lower at £16.2 million,
compared with £26.4 million in 2012,
principally due to the timing of our
investment programmes. Capital
expenditure during the year was
focused on supporting new product
development in machine dishwash,
efficiency improvements and providing
additional blow moulding capacity

in Poland. We expect more significant
capital expenditure on capacity
expansion during the next financial
year.

Net interest payments decreased to
£4.3 million (2012: £5.4m) mainly due
to lower average levels of net debt
than in the previous year.

Payments to shareholders on
redemption of the B Shares issued

to them decreased to £8.7 million
(2012: £11.8m), reflecting the re-basing
of those payments in 2012.
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Crai launched their new range of
bathroom and toilet cleaners to tackle
limestone and germs, supporting the
launch with a double page spread in
“... theirin-house magazine.

Net debt increased by £5.6 million At 30 June 2013, the Group had other Facilty  Drawn [Headragm
during the year to £86.8 million unfunded post-employment benefit Committed
(2012: £81.2m) as follows: obligations outside the UK that facilities:
2013 2ot amounted to £1.8 million (2012: £1.6m).  _ Revolving
£m £m credit facility 150.0 (471) 1029
Opening net debt (81.2)  (83.7) Details are presented in note 23tothe - Invoice
Cash generated consolidated financial statements. discounting
from operations facility 50.7 (28.2) 22.5
Before exceptional items 39.3 395 Treasury management - Other 26 (2.6) =
Exceptional items (84)  (67) The Group's treasury activities focus 2033 (779) 1254
CafSh generattgd 108 — ensuring access to secure and cost U'f‘;;ﬁ‘t’izistmd o1 s
rom operations b . : HaH H . . .
Capital eF:(penditure (16.2) (26.4) ﬁffgc?lve credit lines and managlng Total facilities 253.4 (91.4)  162.0 o
iquidity. The Treasury department is =
Sale.of non-current assets 0.4 43 Jiso engaged in mitigating the Group’s LeUS: e %o
g"-t interest paid (43) G4 exposures to foreign currency, interest fae G0 [
ettlement of forward . : =
contracts 2.0) 24 Tate gpd credit risks. All of these Committed 2
Tax paid 1.9) _  activities are overseen b}/ a Group headroom 19 [
Free cash flow 74 77 Treasury Committee, wh|§h meets . ' o '
Contingent consideration regularly and operates W|’§h!n a The revolving credit facility is subject
on acquisitions (0.5) .9) framework of treasury policies approved  to covenants, representations and
Payments to shareholders (87) (11.8) bytheBoard. warranties that are customary for
Issue of ordinary shares - 2.6 unsecured borrowing facilities,
Purchase of own shares = (1.1) Access to credit lines including two financial covenants. Debt
Currency translation The Group aims to maintain a strong Cover (the ratio of net debt to EBITDA)
differences (3.8) 70 balance sheet, with a relatively may not exceed 3:1 and Interest Cover
Movement in net debt (5.6) 2.5  conservative level of debt-to-equity (the ratio of EBITDA to net interest)
Closing net debt (86.8)  (81.2) gearing. The Group has a €175 million may not be less than 4:1. For the
revolving credit facility, which is purpose of these calculations, net debt
Pensions committed until June 2015. In addition,  excludes amounts drawn under the
The Group operates a funded defined  the Group has invoice discounting invoice discounting facilities and net
benefit pension scheme in the UK. facilities in the UK, France and Belgium.  interest comprises interest payments
During 2013, the triennial actuarial In the UK, the £25 million facility was and receipts on net debt. The Group
valuation as at 31 March 2012 was renewed during the year and is remains comfortably within these
concluded by the trustee of the committed until August 2014. In France  covenants. At 30 June 2013, the Debt
scheme. It showed a deficit on the and Belgium, there is an aggregate Cover ratio was 1.25:1 and the Interest
scheme of £32.7 million, which the €30 million facility, which has arolling  Cover ratio was 13.7:1 for 2013.

Group has agreed to fund by increasing  notice period of six months for the

its monthly contributions to the scheme  French part and three months for the Foreign currency risk

over the period between now and April  Belgian part. The Group also has access A significant proportion of the Group’s
2026. The Group expects to contribute  to working capital facilities amounting  net assets are located in Europe and
£3.9 million to the scheme during 2014.  to over £50 million, which are generally  denominated in Euros. The Group is,

uncommitted and subject to annual therefore, exposed to a translation risk
For accounting purposes, the Group review. We maintain close working when these net assets are converted
is required to use assumptions that relationships with the small number of into Sterling at each balance sheet date.
differ from those used by the trustee major banks which provide these credit
when measuring the deficit or surplus  lines. The Group’s credit lines, together
on the scheme. At 30 June 2013, the with internally-generated cash, provide
Group recognised a deficit on the UK adequate headroom for acquisitions

scheme of £24.2 million (2012: £17.9m), and contingencies,
the increase during the year principally

being due to anincrease in the long-

term inflation assumption used to

calculate the scheme’s liabilities.
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continued

The Group hedges a substantial part of
its foreign net assets with borrowings
and swaps denominated in the same
currency, in order to mitigate the risk of
volatility in reported net assets and key
financial ratios as a result of exchange
rate fluctuations. The interest on these
foreign currency borrowings and
swaps provides a natural hedge of the
translation exposure on our earnings
denominated in the same currencies,
and we further reduce that risk by
purchasing currency options. The
Group’s trading activities are generally
invoiced in the domestic currency of
the relevant operating entity. However,
there are some material cross-border
activities which create a transaction
risk on conversion into domestic
currency. The main such transaction
exposure arises in the UK, where we
incur costs denominated in Euros on
some of our imported goods. This

risk provides a natural hedge to our
earnings translation exposure, and

we also hedge a proportion of the
remaining transaction exposures

using forward currency contracts

on a rolling 12-month basis.

Interest rate risk

Most of the Group’s debt bears interest
at floating rates, and is, therefore,
exposed to a risk of rising interest
rates. The Group has a policy of hedging
part of this exposure with interest

rate swaps and caps to mitigate interest
rate volatility.

Credit risk

The Group is exposed to potential
credit-related losses in the event of
non-performance by the counterparties
to our treasury deals. This risk is
mitigated by dealing only with the
major banks which provide our

credit facilities. We also aim to avoid
concentration of those deals with any
single counterparty.

Commodity price risk

The Group is exposed to changes

in raw material prices, some of which
are downstream products such as
polymers and surfactants based on
oil/petrochemical feedstocks. There
is generally no liquid or cost-effective
market for direct hedging of such
exposures. Where liquid markets do
exist, there may not be an acceptable
level of correlation with the price of
our particular commodities. However,
the Group mitigates this risk by
entering into certain long-term
purchasing contracts, and continues
to investigate the practicalities and
merits of hedging its remaining
exposure to rising commodity prices.
The direct exposure of material costs
to currency fluctuations is hedged

by means of a rolling programme

of forward cover.

Positioned for growth

While trading conditions have been
particularly difficult in the Group’s
developed markets during 2013, there
was a significant recovery in the Group’s
sales in the fourth quarter.

We have taken action in recent years

to reduce our supply chain costs and,
as our sales volumes recover, we expect
to see the benefits of these initiatives
by way of improvements in the Group’s
operating margin.

The Group’s balance sheet remains
strong with very significant committed
borrowing headroom of £112 million
and the Group continues easily to meet
the financial covenants on its committed
facilities. We are, therefore, well
positioned financially to develop further
our Core category businesses and to
build on our momentum in developing
and emerging markets.

Richard Armitage
Chief Finance Officer
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Focused on our customer needs

Understanding Who is the shopper?

Who is the end consumer?
the Shopper What influences purchasing choice?
See pages 22-23 How do we drive loyalty?
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Performance The complex process of testing,
claim substantiation, legislative

tes'ting and and safety evaluation and scale up.
launch

See pages 30-31

>/

Product launch

See pages 32-
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L
Understanding

the shopper
| want my
customers naeds s understanding the key whites to be

drivers of purchasing choice for both the rea I Iy b rig ht

shopper and the end consumer. McBride uses
shopper and consumer analysis data, as well
as commissioning our own category-specific
research, to understand who they are,

what triggers the initial purchase in store

or online and then what drives loyalty.

| want
to wash at
20° to save
money

| want to
recycle my
packaging

C il — N -
A Sk
J Leader Price laundry washing powder
¥ Leswe is formulated to be effective at 20°.

poudre
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There's too
much choice.

How do | know
which one s
right for me?

| can never
open the
pack without
spilling it New product

idea generation

| need to get
grass stains

MaIAal ssaulsng

out of my son’s I ha.v.e
sports kit sensitive
skin

| want my
laundry to
smell fresh

: Identify what
initial purchase 2"

McBride’s Surcare range of laundry
products are specially developed
for sensitive skin.

Freshly fragranced fabric conditioner
from Monoprix.
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|dea generation

Using the consumer and shopper feedback,
category, commercial and R&D teams begin
to generate ideas that will help drive
category growth.

We explore what product opportunities are
opened up by the segmentation of end-users
in our research and aim to understand who
the main consumer is for the category and
when and where they are shopping.

What are the
driversin
developing
markets?

How can
we make our
packaging more
environmentally
friendly?

What are
the new
ingredients?

manufacturing
efficiencies?

The teams consider the macro t
which consumers may not yet be
examine what s driving the de
emerging and developing marke
look for new global trends in pac
and ingredients.

A continuing momentum to driv
product performance, packagin
and value.

How can
we achieve
even better
value?

How can
we make our
packaging more
childproof for
young families?

| =

How can
we address
on-the-go
lifestyles?

How can we

improve

Hand carved by skilled artisans, the stems
of the sola pith plant are crafted into lifelike
flower shapes which combine effective
fragrance delivery with an innovative
decorative air freshener for Asda.



McBride plc Annual Report and Accounts 2013

Identify which customers have
missing products within their

Private Label ranges and adapt
new product ideas to our
customers strategic plans?

Target circa 500 new ideas

MB3IA3J SSauisng

..

g

L

This product was developed as a dual
purpose washing up liquid and hand
wash for Intermarché, so was formulated
to conform to both cosmetic and
detergent requlations.

Developed in Malaysia, Guardian’s Botaneco
Garden range of body washes captures

the trend for natural ingredients, enriched
with essential oils.
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Concepteva

A process of evaluation and challenges
will transform idea generation into a set
of quantified product opportunities, that
will not only meet consumer needs but will
also deliver real growth to our customers.

At a macro level new product concepts are
challenged on the basis of the size of the
opportunity and applicability across regions.
Category or country specific legislation

is reviewed.

Equally importantis the fit with the
Group’s manufacturing capabilities and

complexity targets.

Reinvigorating shower gels

Our customer, Casino, wanted to relaunch
their range of women’s shower gels, so the
McBride teams — commercial, marketing

and R&D - brainstormed a range of options.

The McBride category team researched the
market and mapped the new shower gel
trends in terms of fragrance, benefits and
consumer profiles. Working with fragrance
houses the teams identified on-trend
combinations of colours and ingredients,
selecting those that would best meet
Casino’s shopper profile, including a limited
edition variant to inject some extra
excitement into the range mid season.

Meanwhile, the packaging team had been
working on a new bottle, to make it more
elegant and feminine and, if possible, more
environmentally friendly. The current bottle

was already in PET, which is recyclable, but
we proposed a shape which allowed for
more products to be shipped per pallet and
could be manufactured in-house thereby
giving us greater flexibility to react

to seasonal demands, as well as being

a more elegant contemporary design.

After panel testing the new fragrances,
Casino successfully launched the new
range with eye-catching in-store display
features. The limited edition Papyrus &
Lotus Flower has also been selected
forinclusion in a Beauty Box selected

by beauty experts for subscription

only customers who receive a box of
customised goodies monthly.

Needless to say, the teams are
busy developing ideas for the next
limited edition...
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Formulation and
packaging develo

Where possible the R&D teams aim to optimise
formulations to suit multiple markets using
their advanced formulation skills and expertise
to deliver enhanced performance, whilst
leveraging our material purchasing power,
manufacturing scale and capabilities.

Packaging plays an important role in the
product positioning so it is, therefore, really
important that the pack delivers a clear
message about the primary product benefits
and creates visual impact on the aisle

or website.

Optimised packaging

Our packaging technologists use a number
of methods to evaluate the optimum bottle
weight and wall thickness to ensure robust
product performance in transit from factory
to store to shopper’s home, and then in use.

One of the techniques is to test the bottles
virtually before any prototypes are created.
Design optimisation can be done using this
technique (right). Ideal wall thicknesses for
best performance can be defined and used
as the basis for minimising material usage
in the packaging.

Consumers are also incr:
aware of the need for m
packaging, so our develo
continually strive to deli
eco-friendly packs.

Image left: Wall
thickness optimisation
from virtual
compression test.

Red indicates that
most stress will occur
at the base, neck and
shoulder, therefore,
this is where bottle
wall needs to be
thickest.
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70% less
plastic

Shoppers buy with "\
their eyes, on average
spending just a few
seconds to make a
decision in the household
aisle, so the pack needs

to be eye-catching
like this laundry range
from Auchan. <@

)

LY

capsules

L)

Clear
product
description

Delivering

innovation

M3IA3J SsauIsng

Fragrance

pivoine

'5 Q

Number of
capsules and
performance
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Cleaning up in Europe
In the last 12 months, our development
Centre of Excellence at Middleton initiated
a Group harmonisation project for
household cleaners. This wholesale review
enabled us to identify similar European
trends as well as potential new products
from other markets.

According to Mintel research, anti bacterial
is one of the most important claims
European consumers seek when choosing
their cleaning products and maintaining
‘overall hygiene' is the top priority when
cleaning the home. Anti bacterial cleaners
are a key growth segment in the cleaners
market, accounting for 28% of all household
cleaner sales and growing at 9%
year-on-year in the UK*, with similar trends
being seen across other key markets in
France, Germany and Italy.

*Source: Kantar.

Degreasers are another sector of
cleaners which are showing strong
growth across Europe.

McBride has developed a number of

high performance formulations with
Group-wide application that have enabled
us to benefit from these growing trends.

By designing best practice into formulating
and improving our speed to market we
have been able to win new business.

Image right: The bold packaging colours
and powerful formulations have helped
to create a successful Private Label range
of household cleaners for Denner in
Switzerland. The range includes a new
kitchen spray, particularly effective at
degreasing surfaces, and a multipurpose
bathroom spray.
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i
Prior to manufacture and product launch a Independent tests and validation from
number of standard formulation and packaging testinstitutes such as Stiftung Warentest,
tests are undertaken including packaging and OKO-TEST in Germany, Que Choisir
compatibility, formulation stability, as well in France, and Which in the UK, are of
as scale up in the factory, and transit tests. increasing importance in providing third

party endorsement of product performance
Label design and pack copy review are further  whilst supporting “Point of Sale”
critical pre-launch phases. communication.

Sparkling results

The German market for auto dishwashing products is strongly
driven by consumer expectations of product performance. Those
requirements are supported by the German consumer organisation
“Stiftung Warentest” which tests and evaluates branded and
Private Label products on a regular basis, thereby influencing the
level of quality and functionality expected by the consumer and
our retail customers.

Rowenetietiy
) ———— T

F

The most recently published test results on 17 multi-functional
machine dishwashing tablets in June 2013 included two McBride
tablets produced in our plant in Foetz, Luxembourg.

Both products achieved outstanding results, being placed in the
Top 5, demonstrating very effectively to the consumer that Private
Label products can equal and outperform the brands. It enables
our customers to claim the highly prized “GUT” award on the pack
and on shelf.

This achievement is the result of many months of development
and testing and proves that a team effort between R&D, Marketing
and Sales is able to deliver high performing products in this
competitive market.

GUT (2,4)

Im Test: 17 Multi-Geschirrspililtabs

9gut
5 befriedigend
2 ausreichend

1 mangelhaft
Ausgabe 07/2013
www.test.de
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ICA’s Skona washing up liquid
was successfully reformulated
this year to qualify for the
Nordic Ecolabel trademark

or ‘Swan’, which is a guarantee
that products have fulfilled
stringent environmental and
climate criteria.

Head turning results

The McBride R&D team have worked on a number of new hair
care formulations enriched with Argan oil, which is especially
high in beneficial Oleic acid. The oil is extracted from the kernels
of the Argan tree and has been used for centuries in Africa as

a moisturising and conditioning beauty treatment. Independent
tests, conducted with more than 100 women, demonstrated that
after using our Argan enriched shampoo and conditioner:

80% 80%

Over 80% considered 80% thought their hair
their hair was more shiny was more manageable
and easier to comb

15% 70%

Over 75% felt their 70% believed their
hair was softer hair was stronger

MaIAal ssaulsng
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(6
Product launch

momentum

Delivering innovative solutions
to meet our customers’ needs.

Auchan’s Allin 1 machine dishwashing
tablets in aresealable pouch are
specially formulated to deliver
outstanding cleaning results even
on short economy cycles.

First launch of this
productin Biedronka's
Private Label range, a
bi-phase dishwasher
cleaner with a 2-in-1
formulation to remove
grease and target
limescale, leaving
dishwashers sparkling
clean.

Sainsbury’s launched their new gentle
orange blossom range of non bio laundry
products. Formulations were carefully
developed with this pretty perfume to

be suitable for sensitive skins and leave
clothes soft, clean and delicately scented.

gentie
non bio 2in 1
R KA
b g 3 s
Ha non blo S
in 1 powder %’#jm‘ws

. = l}l”! ECmRasr




Casino’s ecological washing up liquid refill
uses 53% less plastic than the equivalent
bottle and qualifies for the EU Ecolabel
based on its environmental credentials.

Asda’s Chosen by You new Tropical
Paradise bio washing powder features
a special fragrance burst system, with
essential oils, to provide long lasting
freshness all day long.

W
Vi~ 5%,

Crai, Italy added this

lavender variant to their : £
range of fragranced floor
cleaners. The no-rinse )

degreasing formulation

is positioned to build on 7

the growing degreasing #
sector in household :\3
cleaners.

y

our
ories,
es oat
actand
omplex.
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Made in Vietnam, Purité by Prévence
range of body washes are inspired by
fragrantflowers and plants, enriched
with vitamin E and aloe vera.

tubborn waterproof
cosmetics and a gentle
formulation with
cornflower extract for
sensitive eyes.

M3IA3J SsauIsng
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“McBride is committed to providing the very highest standards in
quality and service in a responsible and sustainable manner. We believe
it is important for social, ethical and environmental matters to form
a central part of the decision making process to support business
growth and deliver competitive advantage.”

FTSE4Good

McBride continues to be accepted into the
FTSE4Good Index Series of leading companies
which meet globally recognised corporate
responsibility standards.

sustq,
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McBride has been a leading contributor

in the development of the A.L.S.E. Charter for
sustainable cleaning and was the first Private
Label company to achieve Charter status.

Our approach to Corporate
Responsibility (CR) continues to evolve
and we are pleased to be able to
update stakeholders on the progress
made during the last year, as well

as providing assurances of our
commitment to a continued monitoring
and improvement programme for our
sustainability objectives and overall

CR performance reporting.

We believe that by encouraging

and embedding a CR culture in our
approach to how we do business
important issues, such as employee
development, protecting resources
and improving our sustainability, will
become aligned with our vision of
becoming the most successful Private
Label company in the world.

The Board has overall responsibility
for maintaining and enhancing the
Group’s CR objectives, policies and
conduct guidelines, which are
available from the Group’s website
at www.mcbride.co.uk. The Chief
Executive Officer is accountable for
ensuring that the Group operates
in accordance with these policies.

Our 10th annual Sustainability Report

is available from the Group’s website at
www.mcbride.co.uk and provides further
analysis of our environmental and health and

safety performance. The Report also includes
detailed information on our activities,
objectives, targets, compliance status and
achievements during the year.

The Group monitors its performance
through rigorous management systems
and KPIs. Detailed reports are prepared
by the Group’s Chief HR Officer every
six months and submitted to the
Executive Directors, who report any
issues of major significance to the
Board.

As a company, we recognise our
obligations to all those with whom
we have dealings. We also recognise
that our reputation and the trust
and confidence of those with whom
we deal are key to our long-term
success, and the protection of these
is of fundamental importance.

We are proud to continue to be a
constituent member of the FTSE4Good
Index of socially responsible companies,
which recognises our commitment

to corporate responsibility and the
ethical way in which we approach

our business activities.

Business principles

We have in place strong ethical
business principles which apply to
every Director, manager and employee
across our global operations and set
an expected minimum standard for
their behaviour in all business dealings.
These principles also extend to our
supply chain, with suppliers selected
not only on the basis of specification,
quality, service and economic factors
but also, where possible, on their own
commitments to minimise the impact
of their operations on the environment
and to other important CR issues

more generally.
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Our Business Ethics Policy outlines

a clear and unequivocal approach

to business integrity and ethical
behaviours which underlie the Group’s
values of fairness, honesty and
openness. The key principles contained
within the Policy are set out below:

— We respect customs and cultures
where we operate and will comply
with all relevant local regulations
and legislation.

— We have a zero tolerance approach
in relation to bribery and corruption,
anti-competitive behaviour, insider
dealing and breach of legislation
and do not make political donations.

— Our employees are key to the
success of our business and we
seek to create a positive and open
working environment wherever
we operate.

— We place the highest priority on the
health and safety of our employees
and the safety of the environment
in which they work.

— Any personal interest which
may prejudice the impartiality
of employees must be formally
declared.

— We are committed to achieving
long-term sustainability, through
managing and developing our
operations and sale of products,
without compromising the quality
of life for future generations.

— We are committed to reducing the
impact of our operations on the
environment and to adapting our
business to the consequences
of climate change and depletion
of natural resources.

Our corporate policies relating to
business ethics, anti-bribery and
corruption, gifts and hospitality,
insider dealing and whistleblowing
are reviewed and approved annually
by the Board and the EMT. We also
undertake Group-wide training on
these business principles, including
anti-bribery and competition law.

The Group’s whistleblowing procedure
is designed to encourage employees
with genuine concerns of malpractice
or wrongdoing to raise such issues

without fear of reprisal or discrimination.

Sustainability

Our aim is to build a long-term
successful and sustainable business
based on strong, positive relationships
with all our stakeholders.

Our approach to sustainability is set
out in our Business Sustainability Policy
and its supplementary policies, which
are available from the Group’s website
at www.mcbride.co.uk. These policies
are reviewed and approved by the
Board and the EMT on an annual basis.

The Sustainability Steering Group,
established in 2011 and chaired by

our Italian Business Unit Director, met
four times during 2012/13. This group
is cross-functional to allow for the
capture of all sustainability issues, and
its purpose is to develop the strategic
direction for sustainability and provide
a forum to encourage the sharing

of best practice across the Group.

Workplace culture

Our employees are the lifeblood of our
business and we understand that skilled
and motivated people are fundamental
to our performance. Considerable time
and resources are invested to ensure
the safety, wellbeing and development
needs of employees are addressed.

We also recognise the importance of
supporting our people to deliver better
results, allowing the Group to maintain
a competitive advantage in the markets
in which we operate.

Wellbeing

We strive to maintain a safe workplace
at all locations in which we operate.
We also continue to ensure that our
business activities are carried out in

a responsible manner and in
accordance with relevant statutory
legislation. Employees participate in
the development, promotion and
maintenance of a safe and healthy
working environment for all colleagues,
visitors and the public.

Our Health and Safety Policy

(available from the Group’s website

at www.mcbride.co.uk) sets out our
approach, based upon the provision of
appropriate advice and the systematic
identification and control of risk. The
Chief Executive Officer is accountable
for ensuring that the Group operates
in accordance with this Policy, with
delegated responsibility to the relevant
member of the EMT for enforcement
of our health and safety standards and
for monitoring adherence to the safety
management system.

All'accidents and major incidents are
reported internally and are investigated
fully to determine the appropriate
corrective and preventative measures.
Incidents that result in more than three
days lost time are monitored.

Accidents

During the year we suffered a setback

in the number of accidents involving
more than three days lost time reversing
the previous five years of improving
trends in accidents with greater than
three days lost time accidents at 116
(2012: 97). Accident frequency and

rate of seriousness also suffered

poorer results.

Accidents in the UK contributed to the
majority of the increase, while the
number and rate of accidents in our
European and Asia sites were broadly
similar to the prior year.
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Analysis undertaken has indicated
the majority of injuries were caused
through handling, carrying and moving.
The Group has a strong health and
safety awareness programme,
supported by training initiatives.

A key objective for the Group in the
coming year will be to reduce the
rate of accidents and return to our
previous standard of performance in
this critically important area for our
employees.

Further details of our health and safety
performance can be found in our
Sustainability Report.

Diversity

McBride recognises and values diversity
in its employees and will endeavour to
encourage and promote diversity within
its workforce. We are committed to
promoting and maintaining a working
environment based on mutual respect,

together with raising levels of awareness

of equality and dignity at work.

We continue to believe it is fundamental
for the continued success of the
business that the best candidates are
appointed based upon ability, merit
and the criteria and requirements of
the role.

We seek to retain talented employees
and, where appropriate, encourage
promotion from within. Whilst we
consider diversity in its broadest sense,
in relation to gender we have a good
record of appointing and promoting
women to management roles.

Gender split 2012/13

Female employees 40%
Female managers 33%
Female senior 14%

management positions

Female Board members 14%

Recognition and training

Through our initiatives, including
Mission, Vision and Principles and
Management Development Programme,
we endeavour to create a culture
whereby employees are:

— recognised as a valuable asset,

— fully engaged to provide a positive
contribution, and

— aligned to the Group’s strategy
and objectives.

To achieve this, our focus is to:

— Provide channels (both formal and
informal) for constructive two-way
engagement with employees,
listening to their concerns, ideas
and aspirations. In turn this assists
with the development of action
plans to continuously improve
communication, motivation and
engagement;

— As an equal opportunities employer
we support development and
coaching to ensure all employees
achieve their potential. This includes
providing secondment opportunities,
annual talent management
assessment and continuing to
develop our internal coaching
programme; and

— Recognise that training is
fundamental in delivering the
quality, service and efficiency
standards demanded by our
customers. Training, both internally
and externally facilitated, and
where appropriate cross-functional,
is available to all employees
and everyone is encouraged to
participate.

Human rights

We take the issue of human rights
seriously and continue to strengthen
our policies and management systems
in this area. We monitor the
employment practices of our own
facilities and of our supply chain and
do not currently have any concerns on
issues such as forced or compulsory
labour, child labour and discrimination
of the rights of indigenous people.

Environmental impact

We understand that sustainability

and environmental commitment makes
great business sense which can deliver
competitive advantage.

We make every effort to minimise
the environmental impact of our
operations. Our approach to this
commitment is set out in the Group’s
Sustainability and the Environment
Policy (available from the Group’s
website at www.mcbride.co.uk).
We aim to comply with and, where
possible, to surpass relevant local
legislative requirements and industry
standards and we use the best
practicable means to continually
improve our environmental
performance in recognition of

the need for a sustainable future.

This is supported by comprehensive
internal environmental management
systems, the use of KPIs and achieving
external environmental accreditation
for our operations. Twelve sites hold
the ISO 14001 accreditation and we
are working towards accreditation
for all our manufacturing sites.
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Efficienc .

We have zontinued to make progress Total waste McBride 2009-13 (%)
on our waste reduction targets as the

Group continues to drive its operational

efficiency. Waste as a percentage of

total production decreased to 1.4%

(2012:1.6%), and recycled, reused and 68% 10%
recovered waste now accounts for

84% of all waste generated (2012: 78%)

with waste to landfill also lower.

77% 78%

The Group water usage and efficiency
further improved with total water
used down 2% and our water efficiency
up to 1,027 Kgs production per m3
water (2012: 1,009 Kgs production 2009 2010 S0t 2012 2013
per m3 water).
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Energy and carbon disclosure

Our total energy consumption was

broadly flat with growth in energy GHG emissions Scope 1, 2009-13 (Tonnes CO,e)
usage in our factories in the developing

and emerging markets offsetting lower

energy usage at our operations in 12,310
gy usag P 11,847 12,068 11,647 tonnes
our mature Western European markets. tonnes tonnes 1080 tonnes
Whilst oil and gas consumption tonnes
increased due to heating requirements
in the cold winter spell across Europe,
our electricity consumption was down
3% due to the combination of lower
volumes and initiatives in the factories
on energy reduction targets.
. . 528 519 236 584 609
The overall impact of our operations tonnes tonnes tonnes tonnes tonnes
P L & ]
for Scope 1 and Scope 2 emissions 2008-09 2009-10 2010-11 2011-12 2012-13

was 61,169 tonnes of CO,e emissions
(2012: 61,542 tCO,e). Green energy used
in our Belgium factories accounted for
19% of the Group’s total demand giving
anet CO.eimpact 0f 52005tC0e.In - GHG emissions Scope 2,2009-13 (Tonnes CO,e)
terms of eco efficiency, energy usage

was 1% lower at 1,482 Kg per Gjoules

™ CO,o0il  CO,gas

(20125 1,493 Kg/Gj) with CO,e efficiency 5,757 10,906 10,474 9,720 9164
marginally improved to 16,836 Kg n tonnes tonnes tonnes tonnes
product/tCO,e (2012: 16,800 Kg tonnes

39,410 39,348 39,086

38,450
tonnes tonnes tonnes

tonnes

product/tCO,e).

Further details of our environmental
performance can be found in our
Sustainability Report.

2008-09 2009-10 2010-11 201112 2012-13

® CO, electricity  CO, avoided by using green energy
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Managing CO, — Intermodal Example

We continue to find ways to measure, manage
and target opportunities to reduce both direct
and indirect CO, emissions across the Group.

As an example, our Belgian operations reviewed
opportunities to reduce emissions from its
transport network (i.e. using methods which emit
the least amount of CO, per tonne/kilometre).

This review led to a shift towards using
intermodal road and rail transportation.

By switching to this form of transport between
our Belgian factories to customers in Italy and
France, it has been calculated that for a 15 month
period between January 2011 and March 2013, CO,
emissions were reduced by 2,573 tonnes or 8%,
compared with traditional road transport without
impacting customer service.

Product responsibility and
sustainability

The quality and safety of our
products is paramount. We take

our responsibilities seriously and are
committed to ensuring that all our
products are suitable and safe for
their intended use.

Our Product Responsibility Policy,
together with supplemental policies
on packaging, enzymes and animal
testing (which are available from the
Group’s website at www.mcbride.
co.uk) set out the principles we follow.
These policies are reviewed and
approved by the Board and the EMT
on a regular basis. They are supported
by comprehensive management
systems which reflect legal and
regulatory compliance as a minimum

standard and cover raw material usage

and product assessments, labelling
and packaging requirements.

We are also actively involved in
promoting the highest standards

of product safety compliance through
the various initiatives of industry
associations such as the A.L.S.E.
(European Federation of Soap

and Detergent Manufacturers).

From the end of 2013 a number of

our products in the All Purpose Cleaner
market will begin to carry the Advanced
Sustainability Profile logo. This provides
an indication that these products

meet the criteria set out by the A.L.S.E.
for products which offer improved
sustainability benefits. To achieve

the accreditation products need to
meet strict sustainability targets on
packaging weight per use, liquid dose
per use, and also strict environmental
safety checks on the formulations.

Product safety evaluations are made
in our operations without testing on
animals. We continue to support the
development and acceptance of
alternative product safety evaluation
methods that reduce or replace the
use of animals.

Engagement with
external stakeholders

We understand that effective
stakeholder engagement enables us

to optimise our performance. We also
recognise that maintaining positive
relationships with customers, suppliers
and the communities in which we
operate provides additional strength
to our continuous improvement and
sustainability commitments.



McBride plc Annual Report and Accounts 2013 39

Customers

We are passionate about delivering
superior quality service and choice to
our customers and strive at all times
to be the chosen provider of Private
Label Household and Personal Care
products to the leading grocery
retailers around the world by:

— making customer service our
primary operational goal across
the Group,

— making the quality and safety
of our products paramount,

— treating our customers’ Private
Label product offerings as brands
in their own right, and

— working ever closer with our
customers at all levels of the
business to better understand
their needs.

Suppliers

We seek to establish mutually beneficial
relationships with all our suppliers and
encourage them to match our high
standards in respect of quality, product
safety, working and trading practices,
health and safety and environmental
protection.

The Group’s Purchasing Policy sets out
the standards and ethics for dealing
with suppliers and seeks to ensure that
there is no bias or conflict of interest
in any tender process or subsequent
relationship and, above all else, ensure
suppliers are treated fairly.

We actively maintain relationships with
our suppliers at all levels: commercially
through the Purchasing team,
technically through the R&D team and
operationally through the Supply Chain
team. In this way we continually seek
to optimise the value of what we
source, through innovation, proposals
from suppliers and evaluation of
alternative suppliers and materials.

Hand wash bottles redesign

This year the McBride packaging technologists
were challenged to sharpen our cost
competitiveness for our range of hand

wash bottles.

The team focused on redesigning the bottle
shape to increase the efficiency of palletisation
thereby minimising the costs of transportin
the overall product cost. Given the bottles

still needed to contain 250ml and 500ml of
product, with the pallet dimensions and layers
remaining the same, this was quite a challenge.

The outcome was a chunky design which
achieved 98% palletisation efficiency, with
aresulting reduction of up to 19% lorry loads
per annum.

This not only delivers better value to our
customers but also benefits the environment
in terms of reduced fuel emissions.
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We made regular donations of products to

a number of local community organisations and
charities in the UK, Italy, Belgium, France and
Poland. Also, donations of laundry, cleaning,
toiletry and baby products were made to In Kind

Direct. McBride have made donations to In Kind
Direct since 2010, with an estimated value of
over £210,000. The McBride Charitable Trust,
amongst other things, offers financial support
to employees’ children over the age of 18 for

educational purposes.

Community activities

We look to have a positive impact

and enhance the links with the local
communities in which we operate.

As well as providing significant
employment opportunities, we aim

to make positive contributions to these
communities, building goodwill and

a reputation as a good neighbour

and employer.

Further details of our community
activities during the year can be found
in our Sustainability Report.

Shareholders

The Group’s success in the marketplace
is built upon the trust and confidence
of those who invest in us and we are
committed to protecting their
long-term interests.

The ways in which we engage with our
shareholders is reported on page 51.

Corporate
responsibility
commitment

We continue to be committed to a high
standard of corporate governance and
accountability and aim to generate an
attractive rate of return on a long-term
basis through the responsible use of the
assets entrusted to us.

We are also proud of our corporate
and socially responsible culture which
is integral to the way we do business.
We are sensitive to the needs of all
our stakeholders — the McBride team,
customers, consumers, suppliers,
investors and the wider community.
The quality and commitment of

our people enable us to succeed

and continue to build and develop

a sustainable business model.

Chris Bull
Chief Executive Officer
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Chairman’s statement

on governance compliance

lain Napier
Chairman

Dear Shareholder

At McBride we are committed to applying the highest
standards to the quality of the products we develop and
supply, as well as to the professional and ethical way we run
our business. Upholding the principles of good corporate
governance is an essential part of achieving this.

The Board continues to review and consider the Company’s
level of compliance with the Financial Reporting Council’s
UK Corporate Governance Code (‘the Code’) and closely
monitors developments in relevant legislation, regulation
and voluntary codes of practice. Disclosures in this year’s
Annual Report describe how the Code’s main principles have
been applied and, in addition, demonstrate how the Board
has taken steps to comply with the Code principles as
amended in October 2012, notwithstanding that they apply
to the Company’s financial year ending 30 June 2014.

This year’s Corporate Governance Report (on pages 42 to 78,
and which forms part of the Directors’ Report) has also been
redesigned to provide stakeholders with a clear view of how
our governance assurance process is embedded within the
leadership culture of McBride, and its influence on the
formulation and execution of the Group’s business strategy.

Board diversity

We value diversity in our employees and will continue to
encourage and promote diversity within our workforce.
However, we believe it is fundamental for the continued
success of the business that the best candidates are
appointed based principally upon ability and merit. This
approach is equally applied when considering the overall
composition and balance of the Board. Further information
on Board diversity can be found on pages 47 and 48.

Board evaluation

Recognising the Code’s principles, we have again this

year undertaken a formal and rigorous evaluation of the
performance of the Board and its sub-committees. The
conclusions reinforce those found during the external
evaluation undertaken in the year ended 30 June 2012 and
confirm a positive picture of an effective and collaborative
leadership approach, with progress being made in identified
improvement areas. The Board also continues to take all
appropriate measures to ensure there is no conflict of
interest between the Board, its individual members and
other stakeholder groups. Details of the process concerning
the 2013 Board evaluation exercise are provided on page 52.

Risk management

The management of risk is an integral part of good
governance for supporting business strategy and growth.
During the year a revised and refreshed risk management
programme has been adopted across the Group. This
strengthening of the risk assurance process has full support
from the Board and is monitored by the Audit Committee.
Further details are provided in both the Governance section
on pages 49 to 51 and the Principal Risks & Uncertainties
section on pages 53 to 57.

Governance within McBride

As Chairman, | take responsibility for ensuring the Board
provides strong and effective leadership to the Company and
engages and supports both the executive management and
other stakeholders. The Board continually strives to maintain
strong governance to support the long-term success of the
Company and seeks to embed best practice into our Board
and sub-committee processes through reqular review and
update of our corporate policies and terms of reference.

The following pages outline the Board’s approach and
governance activity during the last financial year and
highlights the continuing priorities for the coming year
and beyond.

lain Napier
Chairman
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1. lain ) G Napier - Chairman

Chairman of the Nomination and member of the
Remuneration sub-committees

Appointed: July 2007

Skills and experience: Group Chief Executive of Taylor
Woodrow plc from 2002 to 2006. Chief Executive of Bass
Leisure and then Chief Executive of Bass Brewers and Bass
International Brewers. Following the sale of the Bass beer
business in 2000, Vice President UK and Ireland for Interbrew
SA until August 2001.

External appointments: Chairman of Imperial Tobacco
Group plc and John Menzies plc, and a non-executive
director of William Grant & Sons Holdings Limited and
Molson Coors Brewing Company (a US quoted company).

2.Bob A Lee - Senior Independent

Non-Executive Director

Chairman of the Remuneration and member of the
Nomination and Audit sub-committees

Appointed: September 2003

Skills and experience: Over 35 years’ experience in the
petrochemical and allied industries; being employed by
Dow Chemicals for 28 years in various international senior
management roles. In 1997 joined the management team
that led the demerger of Octel Corp (now Innospec Inc)

to become an independent NYSE-listed petroleum additive
company. From 2000 to 2012 managed a private packaging
technology company, Advanced Plastics Technologies
Luxembourg S.A.

External appointments: Director of Plastic Packaging &
Training Consulting Company of Amman, Jordan.

3. Chris D Bull - Chief Executive Officer

Member of the Nomination sub-committee

Appointed: May 2010

Skills and experience: Chief Customer Officer of Unilever Plc.
An extensive international career with Unilever covering

25 years and between 2003 and 2007 CEO of Unilever
Poland and Baltics. CEO of sizeable divisions in Unilever,

and managed manufacturing operations, building on his
qualification as a graduate engineer.

4.Richard ] Armitage — Chief Finance Officer
Appointed: November 2009

Skills and experience: Finance Director of Premier Foods’
Grocery Division. 16 years in the chemical industry working
for ICl and Courtaulds in a number of senior financial
management positions. Chartered accountant.

5.Steve ] Hannam - Independent

Non-Executive Director

Member of the Audit, Remuneration and Nomination
sub-committees

Appointed: February 2013

Skills and experience: Previous positions have included
chairman of Aviagen International Inc, non-executive
director of Clariant AG and AZ Electronic Materials Services
Limited, and Group Chief Executive of BTP Chemicals plc.
External appointments: Chairman of Devro plc and
non-executive director of Low & Bonar PLC.

6. Neil S Harrington - Independent

Non-Executive Director

Chairman of the Audit and member of the Nomination

and Remuneration sub-committees

Appointed: January 2012

Skills and experience: Senior finance roles at Asda Stores
Limited, Barclays Bank plc, French Connection Group plc and,
more recently, Group Finance Director at Mothercare Plc.
Chartered accountant.

External appointments: CFO of Cath Kidston Limited.

7.Sandra Turner - Independent Non-Executive Director
Member of the Audit, Remuneration and Nomination
sub-committees

Appointed: August 2011

Skills and experience: Member of the Tesco senior
management team for over 20 years, holding commercial
and operational roles in the UK and Ireland. Commercial
Director of Tesco Ireland between 2003 and 2009.
Previously a non-executive director of Northern Foods plc.
External appointments: Non-executive director of
Carpetright plc, Huhtamaki Oyj and Countrywide plc.
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Corporate governance report

Code compliance

As a Board we recognise that we are accountable to
shareholders for the Group’s activities and are responsible
for the effectiveness of the Group’s corporate governance
practices. We remain committed to maintaining high
standards of corporate governance and endorse the
provisions set out in the Code. During the year we have
assessed our level of compliance with the Code and
disclosures in this year’s Annual Report describe how the
main principles have been applied. The Board considers
that, throughout the year under review, the Company has
complied with the Code’s provisions, other than the ongoing

appointment of Bob Lee who has been in office for ten years.

The Board considers that Bob has continued to exercise his
role with no conflicts of interest and has always acted in the
best interests of the Company’s stakeholders. As reported
below, Bob will now stand down as a Director at the
conclusion of this year’s Annual General Meeting (AGM).

The following sections provide details of the leadership
structure and outline the respective roles and responsibilities
of the Board and the Executive Management Team (EMT).
We also describe how governance is applied to maximise the
Board’s effectiveness and accountability to the Company’s
stakeholders.

Business model and delivery
of strategy

Details of the Company’s business model, how it is working
to generate and sustain long-term value and details of the
Board’s strategy for ensuring the Company meets its
objectives are set out in the Business Review section on
pages 8 to 40. We recognise that, in order to deliver this
strategy, strong, effective and clear leadership is required.
This Report explains how this is achieved.

Leadership and responsibilities

As directors we recognise the importance of establishing
the right culture and communicating this message
throughout the organisation, with the aim of engaging all of
our employees so that, collectively, we can drive and deliver
our strategy in the best interests of all our stakeholders.

In carrying out our work, the Board focuses on key tasks which
include active reviews of the Group’s corporate plan and its
long-term strategy, monitoring the decisions and actions of
the Chief Executive Officer and the EMT, the Group’s trading
performance and reviewing the Group’s health and safety
and business risks. Further information of the matters we
have considered during the year is set out on page 49.

Composition

At 30 June 2013 the Board comprised seven members: two
Executive Directors, the Chairman and four Non-Executive
Directors. The Directors’ biographies appear on page 43. The
Executive Directors are supported by the senior executives
within the Group and, in particular, by the EMT, the composition
and role of which are outlined on pages 46 and 47.

Responsibilities between the Chairman and the Chief
Executive Officer are clearly divided, with the Chairman
responsible for leading the Board and ensuring it operates
effectively. Supported by the Company Secretary, the
Chairman is responsible for setting the agenda for Board
meetings and ensuring that Board and shareholder meetings
are properly conducted. Subject to monitoring by the Board,
the Chief Executive Officer, supported by the EMT, is
responsible for the day-to-day running and executive
management of the Company and for implementing the
agreed strategy and policies of the Board.

Independence

We consider that all the Non-Executive Directors are
independent of management and exercise their duties in
good faith, based on judgements informed by their personal
knowledge, experience and skills. During the year, each
Director confirmed that they had no relationship or
circumstance that could affect their judgement and the
Board has satisfied itself that there is no compromise to the
independence of those Directors who have appointments
with external entities. We believe that the balance between
non-executive and executive representation encourages
healthy independent challenge to the Executive Directors
and to senior management.

Last year Bob Lee agreed to be re-appointed as a Director

of the Company with a view to striking a balance between
continuity and succession. During the year we have benefited
from Bob agreeing to remain on the Board, however, he

has now decided to stand down and will retire after the
conclusion of the AGM on 14 October 2013. This recognised
the feedback from the Board evaluation exercise that was
undertaken during the year ended 30 June 2012 and which
confirmed the need for some stability on a Board that
comprised a majority of relatively newly-appointed Directors.
In anticipation of Bob’s retirement, Steve Hannam was
appointed as a Non-Executive Director during the year. Bob’s
Board responsibilities will be reassigned with effect from the
conclusion of the AGM. Steve Hannam will become Senior
Independent Director and Sandra Turner Chair of the
Remuneration Committee.

Director election and re-elections

We are satisfied that all the Directors standing for election
or re-election continue to perform effectively and
demonstrate commitment to their roles, including
attendance at Board and sub-committee meetings as well
as any other duties which may be undertaken by them from
time to time. This has been demonstrated during the year
by the willingness of all the Directors to attend additional
meetings and through the support they have given to the
executive management of the Group. Any changes to the
commitments of any Director are always considered in
advance by the Board to ensure they are still able to fulfil
their duties satisfactorily.

In accordance with the articles of association (‘Articles’), and
having been appointed by the Directors during the year,
Steve Hannam will resign at the forthcoming AGM and, being
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eligible, will offer himself for election by the shareholders.
Although the Articles require the Directors to submit
themselves for re-election at every third AGM, all the
remaining eligible Directors have agreed to submit
themselves for annual re-election. Accordingly, lain Napier,
Chris Bull, Richard Armitage, Neil Harrington and Sandra
Turner will retire at the AGM and offer themselves for
re-election.

The biographies for each Director (set out on page 43)
include descriptions of the skills and experience that the
Company considers relevant. Voting at the 2012 AGM
demonstrated continued support for all Directors who held
office at that time.

Items reserved for the Board

The schedule of matters specifically reserved for decision
by the Board is displayed on the Group’s website at
www.mcbride.co.uk. This document has been updated
during the year to incorporate minor changes to the Board’s
authority levels.

In summary, the matters reserved for the Board include:
— Strategy and management

— Corporate structure

— Financial reporting and controls

— Directors’ appointments and remuneration

— Internal control and risk management

— Corporate social responsibility

— Corporate governance

— Succession planning.

During the year, particular attention has been paid to
regular reviews and discussions about strategic projects
or developments and all material matters currently or
prospectively affecting the Company and its performance.

Operational management of the Group

The relationship between the Board and the Chief Executive
Officer is governed by the Non-Executive Directors,
particularly through the work of the Board sub-committees.
Each sub-committee is chaired by a member of the Board
which, in turn, enables the Non-Executive Directors to

take active roles in influencing and challenging the work,
performance and recommendations of the Chief Executive
Officer and his executive management team.

3DUBUISAON

Board sub-committees

We have an Audit Committee, a Nomination Committee and
a Remuneration Committee. Each sub-committee has been
established under its own Charter which sets out its terms
of reference, authority, composition, activities and duties.
The Charters are reviewed and updated as necessary to
ensure ongoing compliance with the provisions of the Code
and other best practice guidelines. They were last reviewed
and updated in June 2013 and copies are available from the
Group’s website at www.mcbride.co.uk.

Each sub-committee is properly authorised to make decisions
and act on behalf of the Board within the guidelines and
delegations laid down in its Charter. The Board is kept fully
informed of the work of the sub-committees with reports
being tabled from time to time by the Committee chairmen.
Each sub-committee may access independent advice as
required and is supported by the Company Secretary.

Reports for each of the sub-committees follow, detailing
their membership, roles and activities:

— the Audit Committee report is set out on pages 58 to 60.

— the Nomination Committee report is set out on
page 61.

— the Remuneration Committee report is set out on
pages 62 to 74.



46 McBride plc Annual Report and Accounts 2013

Governance

Corporate governance report
continued

Executive Management Team (EMT)

The management of the Group’s business activities is delegated to the Chief Executive Officer who is ultimately responsible
for establishing objectives and monitoring executive actions and performance through the EMT.

Chief
Finance Officer
Richard
Armitage

Chief Commercial
Officer
Martin

Nederhoed

Chief Operating
Officer
Colin
Mcintyre

Chief Executive Officer
Chris Bull

Chief HR Officer
Malcolm
Allan

Chief R&D Officer
Matthias
Kreysel

Company
Secretary
Carole Barnet

1. Chris Bull
Chief Executive Officer
(see Board of Directors on page 43)

3. Carole Barnet

Company Secretary

Carole joined McBride in 1981. She has held the role of
Company Secretary of the UK subsidiary companies since
1988 and became Company Secretary of Robert McBride Ltd
in 1996. She was appointed Company Secretary of McBride
plcin 2010, having held the position of Deputy Company
Secretary since 2002. Carole has a degree in German

and is a Fellow of the Institute of Chartered Secretaries

and Administrators.

2. Richard Armitage
Chief Finance Officer
(see Board of Directors on page 43)

4. Colin Mcintyre

Chief Operating Officer

Colin joined McBride in 1990 and has progressed through the
Company, being appointed Divisional Managing Director of
the UK Division in July 2008 and assuming the role of Chief
Operating Officer with effect from 1 July 2012. He was
formerly General Manager of a factory in the UK, UK Logistics
Director and Operations Director of the Western Continental
European Division. Colin is a member of the UK Cleaning
Products Industry Association (UKCPI). He previously worked
for Milliken Industries and he has a degree in Chemistry.
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5. Martin Nederhoed

Chief Commercial Officer

Martin joined McBride on 19 August 2013 from Georgia
Pacific, where he held the position of VP Customer
Development for EMEA. Prior to that he was Global Trade
Marketing Director at Reckitt Benckiser and has held sales
and commercial roles at PepsiCo and Hero. Martin has
worked in France, Belgium and the UK and has experience
in all the major European territories. He has a degree in
Economics and Business.

6. Matthias Kreysel

Chief R&D Officer

Matthias joined McBride in September 2012 from Ecolab
Europe, where most recently he was VP R&D Global Laundry
and acting VP Manufacturing for EMEA. He worked for
Henkel/Ecolab in a number of senior R&D leadership
positions throughout Europe and Central and Eastern
Europe, as well as broader global experience including the
Middle East and Asia. He brings 20 years’ experience of
laundry and household cleaning product development and
has a PhD in Organic Chemistry from Bonn University.

7. Malcolm Allan

Chief HR Officer

Malcolm joined McBride in 1987 and has worked in
purchasing, distribution and Total Quality Management and
HR. He was Group HR Director from 1993 and was appointed
Chief HR Officer on 1 July 2012. He is also responsible for
health, safety and environmental issues worldwide. Prior

to joining McBride Malcolm held HR positions in Central
Government, RHM and Foseco Minsep and he has a degree
in Mathematics.

Execution of management responsibilities

The Chief Executive Officer chairs a monthly meeting
of the EMT whose role is to rigorously assess the Group’s
performance against its corporate plan and to focus on
identification and implementation of those large-scale
cross-Group projects which are critical to delivering the
Group's strategy. The meetings are rotated around the
operational sites to ensure visibility of the EMT and to
provide the opportunity for site-based colleagues

to interact with members of the EMT through Q&A
sessions, round-table discussions and site tours.

Operational, supply chain, commercial, finance, development
and technical issues are delegated via the various EMT
members to senior management on a structured functional
basis. Employee, social and community responsibilities are
delegated to the Chief HR Officer who reports directly to the
Chief Executive Officer. The Chief Executive Officer is also
ultimately responsible for health, safety and environmental
matters as well as for customer service and quality matters,
although day-to-day management is delegated to relevant
members of the EMT.

In order to promote cross-functional working across the
Group, reqular meetings (chaired by the Chief Executive
Officer) are convened for the purposes of:

— communicating business performance,

— facilitating the interface between functions to ensure
that decisions are taken in @ manner that both optimises
delivery of the strategy and maximises shareholder value,

— providing a forum for the discussion of opportunities and
risks arising, and

— allowing the EMT to exercise due diligence by giving them
the opportunity to test the thoroughness with which
functional management operate.

Whilst the Board takes overall responsibility for approving
Group policies, including those relating to social responsibility
and business ethics, health and safety, sustainability and
environmental matters and anti-bribery and corruption
(copies of which are available on the Group’s website at
www.mcbride.co.uk), the implementation of these policies
is delegated to the Chief Executive Officer and then
cascaded throughout the organisation via the EMT and

the various functional teams.

Effectiveness

Board style and diversity

A strong feature of the Board’s effectiveness in delivering
the strategy is our open style of management and a free flow
of information between the Executive and Non-Executive
Directors; this is encouraged by the Chairman and is
supported by the Chief Executive Officer. We believe the

size of our Board encourages individuals to discuss matters
openly and freely and to make a personal contribution
through the exercise of their personal skills and experience.
All Directors communicate with each other on a regular
basis and contact with senior executives within the Company
is actively sought and encouraged. To further promote

this interface, members of the EMT and/or other senior
executives are frequently invited to attend Board meetings
to present on matters of strategic importance. This also
serves to provide the Directors with a clearer understanding
of business issues.
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We also recognise that diversity, in its widest sense, is
critical to the Board’s effectiveness. When appointing

Steve Hannam as our new Non-Executive Director all aspects
of diversity (experience, background, skills and expertise, as
well as gender) were taken into account. The recruitment
process was open and fair, and was carried out by an
independent, external consultant. When considering new
appointments to the Board we typically engage external
search consultants who are signatories to the Voluntary
Code of Conduct for executive search firms to ensure that
shortlists are reflective of the diverse pool of candidates
available. The Non-Executive Directors have been appointed
on merit and for their specific areas of expertise and
knowledge. Their wide-ranging experience and backgrounds
ensure that we can debate matters constructively in relation
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to both the development of strategy and performance
against the objectives set by the Board. We believe that the
diverse backgrounds of the individual Directors ensures we
have a Board with the optimum combination of skills and
experience needed to support the business. In particular,
Sandra’s experience of the retail sector directly assists

our understanding of our customers, Neil’s international
accounting knowledge brings undoubted value to his
chairmanship of the Audit Committee and Steve’s breadth
of experience on other Boards in the manufacturing sector
brings a different perspective to discussions at meetings.
Furthermore, all members of the Board have experience

of business in international markets. No single Director is
dominant in the decision-making process.

Induction, development and support

Oninduction, all new Directors undergo formal and in-depth
induction programmes to provide them with an appropriate
understanding of the business. This involves site visits,
face-to-face meetings with senior executives and the issue
of an induction manual containing key documents relating to
the new appointee’s role on the Board. Independent external
training is also provided, where appropriate, by the Group’s
legal advisers, Addleshaw Goddard, who have no other
connection with the Company. During the year, Steve Hannam
has completed the internal induction programme and has
received detailed information about the Group.

We recognise the importance of ongoing training and
development to ensure Directors have the skills and
knowledge to discharge their duties effectively. This can
take the form of briefing papers on regulatory/legislative
developments and on other topics of specific relevance to
either the business or the markets in which we operate.
Additionally, all Directors are entitled to undertake external
training relevant to their particular duties. During the year,
Bob Lee has attended various forums on governance issues
which have benefited him in his role as chairman of the
Remuneration Committee and the Executive Directors have
also attended industry briefings relevant to their roles to
ensure they are up-to-date on developing themes.

This programme serves to ensure that the Directors are
appropriately trained both individually and collectively
so that the Board can be truly effective.

All Directors have access to the Company Secretary, who is
responsible for ensuring that Board procedures are followed
and that the Company complies with all applicable rules,
requlations and obligations governing its operations.

Operation of the Board

Board papers are prepared and issued by no later than one
week prior to each Board meeting to enable Directors to give
due consideration to all matters in advance of the meeting.
Directors are able to take independent professional advice,
if necessary, at the Company’s expense.

The Board holds at least six meetings a year at approximately
two-monthly intervals. Additional meetings are held as
necessary to consider specific matters where a decision

is required before the next meeting. During the year, nine
formal Board meetings were held. At least one formal and
several informal Non-Executive Director meetings have also
been held during the year without the Executive Directors
being present, and the Senior Independent Director and the
Non-Executive Directors have met without the presence

of the Chairman as part of the Board performance
evaluation exercise.

Attendance at meetings during the year ended
30 June 2013

Date appointed  AGM
Number of meetings held: 9
Number of meetings attended:
lain Napier
Chairman 9 1)uly 2007 1
Chris Bull
Executive Director 9 4 May 2010 1
Richard Armitage
Executive Director 9 1November 2009 1
Steve Hannam®
Independent Non-Executive Director 4  AFebruary2013 n/a
Neil Harrington
Independent Non-Executive Director 9 3 January 2012 1
BobLee
Senior Independent
Non-Executive Director 9 1September 2003 1
Sandra Turner
Independent Non-Executive Director 9 1 August 2011 1

() Steve Hannam’s attendance is shown following his appointment.
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Matters considered by the Board .
Capex/investment
demands
Risks Commercial Procurement
Organisational growth and
improvements innovation
opportunities
Governance Resource
implications
Strategic budget Trading, financial
and corporate plan /| and operational
reviews performance
The central core highlights the focal
areas of attention and the outer circle PrOCGSS/SystemS Stakeholder
shows those matters which are integral 8 Q
to ensuring successful achievement SUPPOFt conSIderatlonS
of the focal areas and formed part of
our Board deliberations.

The graphic above illustrates those matters which formed
the key areas of challenge and discussions by the Board
during the year.

In addition to the above, other matters we considered
included:

— Discussion and reviews of proposed IMS/Trading
Statements and of the full year and interim
results statements.

— Reviews of internal succession plans for executive
management of the Group’s talent management process.

— Approval of the appointment of a new
Non-Executive Director.

— Approval of proposed changes to the Group’s
banking facilities.

— Receipt of reports from the sub-committees of the
Board including reviews of the activities of the Internal
Audit function.

— Receipt of investor reports and reviews of feedback
from presentations to institutional shareholders.
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Conflicts of interest

We have procedures in place to capture the disclosure

by Directors of any situations which may conflict with the
Company’s interests and also for the consideration and
authorisation of any such conflicts by the Board, in
accordance with the Company’s Articles. All such disclosures
are recorded and compliance is reviewed at each Board
meeting. Our procedures allow for the imposition of limits
or conditions by the Board when authorising any conflict,

if they think this is appropriate.

Business risk

The Group’s internal control and risk management activities
are managed through various measures including business
risk reviews, supporting internal control procedures and site
audits by customers. The Internal Audit function serves to
provide assurances to the Audit Committee that relevant
controls and actions are in place and its work is guided by
the Group’s risk assessment process and agreed with the
Audit Committee at the start of each year.
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Internal self-assessment programmes are undertaken each
year with specific focus on strategic risks together with

any key operational risks. Whistleblowing procedures are

in place for individuals to report suspected breaches of law
or regulations or other serious malpractices. The Group has
an Anti-Bribery and Corruption Policy which extends to all
business dealings and transactions in all countries in which
it, or its subsidiaries, operate. These policies have been
updated during the year and communicated to all employees
throughout the Group.

Group business risk management process

During the year a Risk Committee was established. This
reports to the EMT and liaises with the chairman of the
Audit Committee. Its role is to provide leadership and
direction with regards to the Group’s overall risk
management framework. A refreshed approach to assessing
business risks was also adopted. This new process, known

as ‘BRIM’ (Business Risk Management), is based on
bottom-up risk identification and assessment exercises
carried out via a series of functional risk workshops, as well
as strategic risk assessments conducted by the EMT. The
outputs from the process are owned by the individual
functional leadership teams, reviewed and assessed by the
EMT and approved by the Audit Committee. The exercise is
used to derive the principal risks and uncertainties faced by
the Group, as reported on pages 53 to 57. Key risk mitigating
controls are frequently reviewed and assessed for adequacy
and effectiveness, both by functional management and
Internal Audit.

Internal control and risk management

The Group has a clear internal control system, the purpose
of which is to safeguard investment and the Group’s assets.
The system embraces all material controls and business
risks, including financial, operational and strategic risks, and
incorporates a full review of compliance controls and risk
management across the Group. This system is operated as an
integral part of the organisation of executive responsibilities
and accountabilities and has been reviewed by the Board.

The Board has ultimate responsibility for the Group’s system
of internal control and for reviewing its effectiveness. This
control system is designed to manage rather than eliminate
the risk of failure to achieve business objectives and to
provide reasonable, but not absolute, assurance that assets
are safeguarded against unauthorised use or material loss,
and that its transactions are properly authorised and
recorded. We delegate responsibility to members of the EMT
to consider and reassess the effectiveness of the existing
controls and to identify whether any new risks have arisen
as a result of any control weaknesses.

Accountability

Key control procedures

Management responsibility and accountability

We have clearly defined management responsibility and
reporting lines. The Chief Executive Officer and Chief Finance
Officer meet regularly with members of the EMT to review
progress on financial, commercial, operational, supply chain,
HR, health, safety and environmental issues as well as
regulatory and legal compliance matters.

Corporate planning process

Our three-year Corporate Plan is updated each year

and is approved by the Board. It focuses on the market
environment, Group strategy and objectives, actions to
achieve them and implementation through the organisation.
Strengths, weaknesses, risks and opportunities are
highlighted on a functional as well as at Group level. The
implementation of the Plan is monitored via the progress of
key project plans in the monthly EMT meetings, and through
a system of measurement that aims to give early warning of
any failure to meet Plan targets.

Budgeting and reporting

We have a comprehensive annual budgeting process that

is ultimately approved by the Board. Financial performance
against budget is monitored and challenged centrally and
full year forecasts are updated each quarter. The Board is
regularly updated on the Group’s financial performance and
position against targets.

Financial reporting

Detailed management accounts are prepared each
month, consolidated and reviewed in detail with the EMT.
The analysis provided includes commercial, operational,
environmental, cash and financial and people KPIs, and

is reviewed against targets.

Key performance indicators (KPls)

A comprehensive set of commercial, operat