THIS DOCUMENT IS IMPORTANT AND REQUIRES YOUR IMMEDIATE ATTENTION. If you are in any doubt as
to what action you should take, you are recommended to seek immediately your own financial advice from your
stockbroker, bank manager, solicitor, accountant or other independent financial adviser duly authorised under the
Financial Services and Markets Act 2000 if you are resident in the United Kingdom or, if not, another appropriately
authorised independent financial adviser.

If you sell or have sold or otherwise transferred all of your existing Ordinary Shares (other than ex-rights) in certificated
form before 5 March 2004 (the Ex-Rights Date), you should send this document and any accompanying documents at once
to the purchaser or transferee or to the bank, stockbroker or other agent through whom the sale or transfer was effected for
delivery to the purchaser or transferee. However, this document and the accompanying documents should not be sent in, or
into, the United States, Canada, Australia, Japan or the Republic of South Africa. Please refer to paragraph 7 of Part 2 of
this document if you propose to send this document outside the United Kingdom. If you sell or have sold or otherwise
transferred Ordinary Shares (other than ex-rights) held in uncertificated form before the Ex-Rights Date, a claim
transaction will automatically be generated by CRESTCo which, on settlement, will transfer the appropriate number of Nil
Paid Rights to the purchaser or transferee. If you sell or have sold only part of your holding of existing Ordinary Shares,
you are referred to the instructions regarding split applications in Part 2 of this document and in the Provisional Allotment
Letter.

UBS is acting for DS Smith in connection with the Acquisition and no one else and will not be responsible to anyone other
than DS Smith for providing the protections afforded to clients of UBS nor for providing advice in relation to the
Acquisition.

Cazenove is acting exclusively for DS Smith and no one else in connection with the Acquisition and the Rights Issue and
will not be responsible to anyone other than DS Smith for providing the protections afforded to clients of Cazenove nor for
providing advice in relation to the Acquisition or the Rights Issue.

A copy of this document, which comprises a prospectus relating to DS Smith prepared in accordance with the Listing Rules
made under section 74 of the Financial Services and Markets Act 2000, has been delivered for registration to the Registrar
of Companies in England and Wales in accordance with section 83 of that Act.

Applications have been made to the UK Listing Authority and to the London Stock Exchange for the New Ordinary Shares
to be admitted to the Official List and to be admitted to trading on the London Stock Exchange’s market for listed
securities. It is expected that admission of the New Ordinary Shares to the Official List and to trading on the London Stock
Exchange’s market for listed securities will become effective and that dealings will commence, nil paid, in the New
Ordinary Shares at 8.00 am on 5 March 2004.
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one for five Rights Issue of 64,540,651 New Ordinary Shares
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Notice of Extraordinary General Meeting

Notice of an Extraordinary General Meeting of DS Smith Plc, to be held at 9.15 am on 22 March 2004 at UBS, 1 Finsbury
Avenue, London EC2M 2PP, is set out at the end of this document. A Form of Proxy is enclosed for use by DS Smith
Shareholders in connection with the meeting. To be valid, Forms of Proxy, completed in accordance with the instructions
printed thereon, must be received at DS Smith’s Registrars, Lloyds TSB Registrars, The Causeway, Worthing, West Sussex
BN99 6DA as soon as possible but in any event by no later than 9.15 am on 20 March 2004. Completion and return of the
Form of Proxy will not preclude DS Smith Shareholders from attending and voting at the Extraordinary General Meeting,
should they so wish.

The latest time and date for acceptance and payment in full is 11.00 am on 26 March 2004. The procedures for acceptance
and payment are set out in Part 2 of this document and, for Qualifying non-CREST Shareholders only, in the
accompanying Provisional Allotment Letter.

The distribution of this document and/or the accompanying Provisional Allotment Letter, and/or the transfer of Nil Paid
Rights or Fully Paid Rights, through CREST or otherwise, in jurisdictions other than the United Kingdom may be restricted
by law and therefore persons into whose possession this document comes should inform themselves about and observe any
of those restrictions. Any failure to comply with any of those restrictions may constitute a violation of the securities laws of
any such jurisdiction. The attention of Overseas Shareholders and any person (including, without limitation, custodians,
nominees and trustees) who has a contractual or other legal obligation to forward this document into a jurisdiction other
than the United Kingdom is drawn to paragraph 7 of Part 2 of this document.



Neither the Nil Paid Rights, the Fully Paid Rights, the New Ordinary Shares nor the Provisional Allotment
Letters have been or will be registered under the US Securities Act or under the securities laws of any state of
the United States nor will they qualify for distribution under any of the relevant securities laws of Canada,
Japan or the Republic of South Africa and nor has any prospectus in relation to the New Ordinary Shares been
lodged with or registered by the Australian Securities Commission. Accordingly, the Rights Issue is not being
made in the United States unless an exemption from registration under the US Securities Act is available or
(subject to certain exemptions) into Canada, Australia, Japan, or the Republic of South Africa. Shareholders
and beneficial owners who believe that they hold on behalf of persons eligible under such an exemption should
contact the Company Secretary of DS Smith (4-16 Artillery Row, London SW1P 1RZ) to determine whether
and how such persons may participate. Neither this document nor the Provisional Allotment Letters may be
distributed in or into the United States under any other circumstances.

Certain statements in this document relating to the Acquisition and the Rights Issue are forward looking
statements. By their nature, forward looking statements involve a number of risks, uncertainties and
assumptions because they relate to events and/or depend on circumstances that may or may not occur in the
future and could cause actual results to differ materially from those expressed in or implied by the forward
looking statements. These include, among other factors: conditions in the markets, and market position, of
DS Smith and LINPAC Containers, earnings, financial position, cash flows, return on capital and operating
margins; anticipated investments and capital expenditures; the success of the Acquisition as planned by
DS Smith, including anticipated synergies and cost savings; changing business or other market conditions; and
general economic conditions. These and other factors could adversely affect the outcome and financial effects
of the plans and events described herein. Forward looking statements contained in this document based on
past trends or activities should not be taken as a representation that such trends or activities will continue in
the future. Subject to any requirement under the Listing Rules, none of DS Smith, UBS or Cazenove undertakes
any obligation to update or revise any forward looking statements, whether as a result of new information,
future events or otherwise. You should not place undue reliance on forward looking statements, which speak
only as of the date of this document.

Within the United States, any reproduction or distribution of this document, in whole or in part, and any
disclosure of its contents or use of any information herein for any purpose other than in considering an
investment in the New Ordinary Shares offered hereby is prohibited. Each offeree of the New Ordinary Shares
in the United States, by accepting delivery of this document, agrees to the foregoing. Notwithstanding the
foregoing, any person (and any employee, representative, or other agent of such person) may disclose to any
and all persons, without limitation of any kind, the tax treatment and tax analyses that are provided to such
person relating to such tax treatment and tax structure. For purposes of this paragraph, the tax treatment of
this transaction is the purported or claimed US federal income tax treatment of this transaction and the tax
structure of this transaction is any fact that may be relevant to understanding the purported or claimed US
federal income tax treatment of this transaction.

THE SECURITIES OFFERED IN THIS DOCUMENT HAVE NOT BEEN REGISTERED WITH,
RECOMMENDED BY, APPROVED OR DISAPPROVED BY ANY US FEDERAL OR STATE
SECURITIES COMMISSION OR REGULATORY AUTHORITY. FURTHERMORE, THE FOREGOING
AUTHORITIES HAVE NOT CONFIRMED THE ACCURACY OR ADEQUACY OF THIS DOCUMENT.
ANY REPRESENTATION TO THE CONTRARY IS A CRIMINAL OFFENCE.

NEITHER THE FACT THAT A REGISTRATION STATEMENT OR AN APPLICATION FOR A LICENSE
HAS BEEN FILED UNDER CHAPTER 421-B OF THE NEW HAMPSHIRE REVISED STATUTES
ANNOTATED (“RSA 421-B”) WITH THE SECRETARY OF STATE OF NEW HAMPSHIRE NOR THE
FACT THAT A SECURITY IS EFFECTIVELY REGISTERED OR A PERSON IS LICENSED IN THE STATE
OF NEW HAMPSHIRE CONSTITUTES A FINDING BY THE SECRETARY OF STATE THAT ANY
DOCUMENT FILED UNDER RSA 421-B IS TRUE, COMPLETE AND NOT MISLEADING. NEITHER
ANY SUCH FACT NOR THE FACT THAT AN EXEMPTION OR EXCEPTION IS AVAILABLE FOR A
SECURITY OR A TRANSACTION MEANS THAT THE SECRETARY OF STATE HAS PASSED IN ANY
WAY UPON THE MERITS OR QUALIFICATIONS OF, OR RECOMMENDED OR GIVEN APPROVAL
TO, ANY PERSON, SECURITY OR TRANSACTION. IT IS UNLAWFUL TO MAKE, OR CAUSE TO BE
MADE, TO ANY PROSPECTIVE PURCHASER, CUSTOMER OR CLIENT ANY REPRESENTATION
INCONSISTENT WITH THE PROVISIONS OF THIS PARAGRAPH.
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Expected Timetable of Principal Events

Event

Record Date for entitlements under the Rights Issue ..........ocuvivvenviiiiiiiiininennen.

Despatch of Provisional Allotment Letters (to Qualifying non-CREST

Shareholders Only) ...oouiuiiiiiii e

Nil Paid Rights credited to stock accounts in CREST

(Qualifying CREST Shareholders only) .......ccouieuiuiiiiiiiiiiiiniiiiieeiceeeenee

Dealings in New Ordinary Shares, nil paid, commence on the

London Stock EXChange ..........c.vouiiniiiiiiiiiiiiiii e
ExX RIGHES Date..cuuiiuniiiiiiiiiii i
Latest time and date for receipt of Forms of ProxXy......cccccveveuneineiiniiiineininnennen.
Extraordinary General Meeting to approve ACqQuiSition .........veuveuvenieniineinennennen.

Completion of the ACQUISILION veutvuiunieitiiieieieir et eie e e e eneeneenean

Latest recommended time and date for requesting withdrawal of

Nil Paid Rights or Fully Paid Rights from CREST .........cceeiiiiiiiiiiiieiiiiiiieennn,

Latest time and date for depositing renounced Provisional Allotment Letters,

nil paid or fully paid, into CREST or for dematerialising Nil Paid Rights or

Fully Paid Rights into a CREST stock account® ............coovvvvviuivvreeeeeeeeeeeeeiininns

Latest time and date for splitting Provisional Allotment Letters,

nil paid or fully paid ...ocuevniniiiii e

Latest time and date for acceptance and payment in full and

registration Of TENUNCIATION .....vutiuiiniiniiintit ettt et et et ee et e e e e et eneenenes

New Ordinary Shares credited to CREST stock accounts

(Qualifying CREST Shareholders only) .......coouiiiiiiiiiiiiiiiiiiiniieiee e

Despatch of definitive share certificates for New Ordinary Shares in

certificated form (Qualifying non-CREST Shareholders only) .........cocovvviuninninnenn.

Notes:

Time and Date

Close of business on
1 March 2004

4 March 2004

8.00 am on 5 March 2004

8.00 am on § March 2004
5 March 2004

9.00 am on 20 March 2004
9.00 am on 22 March 2004

22 March 2004

4.30 pm on 22 March 2004

3.00 pm on 23 March 2004

3.00 pm on 24 March 2004

11.00 am on 26 March 2004

8.00 am on 29 March 2004

by 2 April 2004

The dates set out in the expected timetable of principal events above and mentioned through this document and in the Provisional Allotment Letter may
be adjusted by DS Smith, in which event details of the new dates will be notified to the UK Listing Authority, the London Stock Exchange and, where

appropriate, to DS Smith Sharebolders.

References to times in this document are to London time unless otherwise stated.

If you have any queries on the procedure for acceptance and payment, you should contact Lloyds TSB Registrars, Princess House, 1 Suffolk Lane,

London EC4R 0AX (Tel: 0870 600 0673).

1 i.e. if your Nil Paid Rights or Fully Paid Rights are in CREST and you wish to convert them into certificated form.

2 ie. if your Nil Paid Rights or Fully Paid Rights are represented by a Provisional Allotment Letter and you wish to convert them into uncertificated

form in CREST.




Part 1 — Letter from the Chairman of DS Smith

D S SmithPlc
T~

4 March 2004

To the holders of Ordinary Shares and, for information only, to the holders of options under the DS Smith
Share Option Schemes

Dear Shareholder

Proposed Acquisition of the LINPAC Containers Group

Rights Issue of 64,540,651 New Ordinary Shares at 112 pence per New Ordinary Share to
raise £71 million

1. Introduction

Yesterday, the Board of DS Smith announced that it has agreed with LINPAC Group Holdings Limited the
terms of the acquisition of the LINPAC Containers Group for £170 million in cash. The Acquisition is subject
to the approval of DS Smith Shareholders.

Following the Acquisition, DS Smith will be the UK leader in corrugated packaging, in addition to its existing
leading UK positions in corrugated case material paper (CCM) and the collection of recovered paper. The
Board expects to derive the following key benefits from the Acquisition:

®  a broader customer base and a major presence in the large and more resilient, fast-moving consumer
goods (FMCG) segment of the corrugated packaging market;

e  strengthening of DS Smith’s position as a major European buyer and seller of CCM resulting in a better
market mix and a reduction in the effect of the paper cycle on the Group;

e  total synergies of £14.5 million in the second full financial year of ownership resulting from cost
reduction, better capacity utilisation and improved paper margins; and

®  substantial earnings enhancement and a return on the investment in the LINPAC Containers Group
above DS Smith’s weighted average cost of capital, in the second full financial year of ownership.

The Acquisition is being funded through DS Smith’s existing debt facilities and a new loan facility from The
Royal Bank of Scotland plc. This new debt will be reduced using the proceeds of a fully underwritten Rights
Issue which has also been announced yesterday and which will raise £71 million (net of expenses).

In view of its size, the Acquisition requires the approval of DS Smith Shareholders at an extraordinary general
meeting to be held on 22 March 2004 but is not conditional on the Rights Issue. The Rights Issue is not
conditional on completion of the Acquisition and does not require approval from DS Smith Shareholders.

The purpose of this document is to provide DS Smith Shareholders with details of the Acquisition and the
Rights Issue, to explain why the Board considers the Acquisition to be in the best interests of DS Smith
Shareholders as a whole, and to seek your approval for the Acquisition at the EGM. A notice convening the
EGM is set out at the end of this document.

2. Background to the Acquisition
Strategy

DS Smith’s strategy remains the achievement of operational improvement and the development of its two
principal activities, Packaging and Office Products Wholesaling. In Paper and Corrugated Packaging, the
largest segment within Packaging, the focus is on developing the Group’s strong European regional positions
including its existing key UK position. In the second Packaging segment, Plastic Packaging, the Group is
growing in the two focused markets of liquid packaging and dispensing and industrial returnable transit
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packaging. The Company’s goal in Office Products is to rebuild profits in the UK while rolling out the business
model in continental Europe.

The Group is implementing its strategy through organic development and acquisitions; in the last two and a
half years the Group has invested approximately £80 million in acquisitions.

DS Smith’s Paper and Corrugated Packaging Business

The Group produces 1.1 billion square metres per annum of corrugated packaging at 25 factories in the UK
and 12 factories in continental Europe. It has a leading position in UK corrugated packaging, a strong
established position in France and developing positions in the higher growth markets of Eastern Europe and
Italy. It manufactures 1.2 million tonnes of paper per annum at six mills in the UK and three mills in
continental Europe; of this, 1.1 million tonnes is made from recycled recovered paper. Approximately 0.9
million tonnes of the paper produced is CCM which is used for manufacturing corrugated board and is sold
both to DS Smith’s corrugated packaging manufacturing operations and to third parties on the open market.
DS Smith is the leading UK producer of CCM and the leading UK collector and merchant of recovered paper.

In UK Corrugated Packaging, DS Smith has strengthened its position in recent years through increased
operational efficiency and focusing on higher margin segments. DS Smith’s share of the UK corrugated
packaging market is estimated to be approximately 13 per cent. Approximately 60 per cent. of DS Smith’s
corrugated packaging sales are for the FMCG sector with the remainder being for the consumer durables and
industrial sectors. In 2001, the Group acquired and successfully integrated a number of corrugated plants
which had previously been owned by Danisco Pack Limited, enabling it to gain both a substantial presence in
the growing lightweight speciality sheetboard segment and to strengthen its network of sheet plants that
convert corrugated board into boxes. These operations were combined with existing Group businesses and the
intended synergies were captured within the planned timescale, resulting in returns on the investment well in
excess of the Group’s cost of capital.

The UK Corrugated Packaging Market

The Group estimates the UK market for Corrugated Packaging to be £1.8 billion or 4.8 billion square metres
of corrugated board per annum. The trend in demand is influenced by overall economic activity and
manufacturing output; compound annual growth between 1996 and 2002 was 2.1 per cent., although in the
economic downturn between 2000 and 2002 it was —0.7 per cent. (source: European Federation of Corrugated
Board Manufacturers). Price erosion has been a feature of the market due to the purchasing power of retailers
and direct customers.

Within the total market, the growth rates of the different segments have varied considerably. Corrugated
packaging usage in parts of the industrial manufacturing segment has declined as a result of the transfer of
manufacturing from the UK to lower cost countries, while usage for FMCG, which accounts for
approximately 50 per cent. of the corrugated market, has been relatively strong due to the continuing
growth of this sector of the economy. Other growth segments have been the home delivery of products,
particularly from internet purchases, the substitution of wood by corrugated packaging and the increased use
of lightweight (microflute) board which can be used as both transit and display packaging.

3. Information on the LINPAC Containers Group

The LINPAC Containers Group is the leading UK independent manufacturer of corrugated packaging and has
an estimated market share of approximately 11 per cent. It has no paper manufacturing capacity. In the year
ended 31 December 2003, the LINPAC Containers Group’s continuing operations had sales of £164 million,
almost entirely to UK customers. 94 per cent. of the LINPAC Containers Group’s total continuing revenue for
the year ended 31 December 2003 was generated by corrugated packaging with the remainder being
accounted for by its two smaller businesses: LINPAC Sacks, which is a leading UK supplier of paper sacks, and
Ralegh, a leading manufacturer of dies for cutting boxes out of corrugated board and polymer plates, used in
the production of printed packaging. The majority of Ralegh’s output is for in-house use.

LINPAC Containers began trading as a supplier of corrugated packaging in 1959 from a site in Louth,
Lincolnshire and has developed into a national player, largely through organic expansion. The corrugated
packaging operations employ approximately 1,320 people, convert approximately 265,000 tonnes of paper
per annum and produce approximately 550 million square metres of corrugated packaging per annum from
eight factories:

° six conventional plants which produce corrugated board and convert it into boxes (Louth, Featherstone,
Devizes, Glasgow, Rawcliffe and Erith);
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®  one sheet feeder plant at Louth which manufactures corrugated board to sell to independent sheet plants;
and

®  one sheet plant which converts board into boxes at Louth.

The LINPAC Containers Group’s box making facilities are well-invested; the Louth plant was built on a green
field site in 1995 at a cost of approximately £30 million and is one of the most advanced box making plants in
the UK. The LINPAC Containers Group’s sales are particularly focused on packaging for FMCG products
such as beverages, foodstuffs, cosmetics and pet food. Major FMCG manufacturers account for over 85 per
cent. of turnover and the top ten customers in aggregate represent about 30 per cent. of sales. No individual
customer represents more than 5 per cent. of sales.

The LINPAC Containers Group currently participates in a European strategic sales alliance, The Packaging
Network (TPN), with two leading corrugated packaging companies, THIMM Verpackung in Germany and
SAICA in Spain. Through this alliance each partner currently supplies the corrugated packaging requirements
of the multi-national customers located in their respective geographic territories.

LINPAC Containers is owned by LINPAC Group Holdings Limited which was acquired by Montagu Private
Equity in August 2003.

4. Financial Information on the LINPAC Containers Group

Summary financial information for the continuing operations of the LINPAC Containers Group for the three
years ended 31 December 2003, which has been extracted without adjustment from the accountants’ report set
out in Part 4 of this document, is set out below. Shareholders should read this document as a whole and not
rely solely on the summarised financial information set out below or any references in Part 1 of this document
to pro forma financial information.

Year ended 31 December (£m)

2001 2002 2003
Turnover 167.9 163.2 164.0
EBITDA 13.9 15.2 21.9
Operating profit 5.4 6.8 13.4
Net assets 52.1% 49.9* 38.4

Includes discontinued operations.

5. Reasons for the Acquisition

The Board of DS Smith believes that the Acquisition is an exceptional opportunity to consolidate DS Smith’s
position by creating the leading corrugated packaging company in the UK. This belief is supported by
DS Smith’s knowledge of the LINPAC Containers Group, gained through the companies’ important trading
relationship over more than 30 years. The Board believes that the key benefits of the Acquisition are:

Improved market position

The Acquisition will broaden DS Smith’s customer base and the markets it serves. The LINPAC Containers
Group has high quality customers including a number of major FMCG companies, to which it is sole or joint
supplier. The Enlarged Group will have a greater participation in the important FMCG segment, which has
been more resilient than other areas of packaging. The Enlarged Group will also continue to supply the higher
added value market segments.

Strengthened paper position

The Acquisition will strengthen the Group’s position as a major buyer and seller of CCM. The Enlarged
Group’s European operations, excluding Turkey, will purchase from DS Smith’s own paper mills and third
parties approximately 940,000 tonnes of CCM per annum compared with approximately 675,000 tonnes per
annum previously. DS Smith will continue to sell approximately 910,000 tonnes of CCM per annum to the
corrugated operations of DS Smith, the LINPAC Containers Group and open market customers. This
strengthened position will result in a better market mix and a reduction in the effect of the paper cycle on the
Group.
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Increased manufacturing competitiveness

Combining and consolidating DS Smith’s and the LINPAC Containers Group’s corrugated packaging
operations will enable the Enlarged Group to be highly competitive, through increased efficiency and a lower
cost base. The geographic locations of the LINPAC Containers Group’s and DS Smith’s manufacturing sites
complement each other well, which will enable the Enlarged Group to derive benefit from the integration.
The LINPAC Containers Group’s plants are well-invested, efficient and customer-responsive and it has
pioneered 24 hours a day, seven days per week working within the UK corrugated packaging industry.

Experienced management team

The LINPAC Containers Group has high quality staff and an experienced management team who will
contribute to the further success of the Enlarged Group. The Board’s current intention is that the management
of the LINPAC Containers Group’s and DS Smith’s UK corrugated operations will be merged to form a strong
team to implement the integration of the businesses and to take the combined UK corrugated packaging
operations forward.

The Board believes that the Acquisition will deliver substantial value for DS Smith Shareholders.

6. Operational Synergies and Financial Effects of the Acquisition

DS Smith intends to integrate the LINPAC Containers Group’s operations and facilities with its existing
operations, generating significant commercial and operational synergies.

The Board estimates that the total pre-tax synergies from the Acquisition will be £14.5 million per annum
(before integration costs as detailed below) with £8 million being achieved within the first full financial year
following the Acquisition. All synergies are expected to be reflected in the cash flow. These synergies will arise
from:

®  cost reduction through rationalisation of facilities and the elimination of duplicate head office functions;
®  Dbetter capacity utilisation in both corrugated packaging and paper; and

e  improved paper margins from a better market mix as a result of the strengthening of DS Smith’s position
as a major buyer and seller of CCM.

The estimated integration and rationalisation costs of £10 million (of which approximately £2 million will be
non-cash) will be incurred predominantly between Completion and the end of the first full financial year. In
addition, there will be an investment in capital expenditure of approximately £7 million and in working
capital of approximately £2 million incurred predominantly between Completion and the end of the first full
financial year.

The Board believes that the Acquisition, after taking into account the Rights Issue and including the synergies
referred to above, will be earnings enhancing in the first full financial year of ownership and substantially
earnings enhancing in the second full financial year of ownership (but before taking into account the goodwill
amortisation and the integration costs referred to above). The Acquisition is expected to achieve a return in
excess of the Group’s weighted average cost of capital in the second full financial year.

Upon completion of the Acquisition and the Rights Issue, DS Smith will have pro forma net borrowings of
approximately £315.3 million as set out in the Pro Forma Statement of Net Assets in Part 5 of this document,
which shareholders should read in full.

7. Principal Terms and Conditions of the Acquisition

Under the Acquisition Agreement, DS Smith has agreed to purchase the entire issued share capital of LINPAC
Containers for a consideration of £170 million in cash. As at 31 December 2003 LINPAC Containers had pro
forma net cash of £3.5 million (as set out in note 2 to the Pro Forma Statement of Net Assets in Part 5 of this
document). Payment will be made upon Completion to LINPAC Group Holdings Limited, owner of all of
LINPAC Containers’ share capital.

The Acquisition Agreement is conditional on the passing of the Resolution at the EGM but not on completion
of the Rights Issue, nor on clearance by the competition authorities. The Board believes that there are no
substantive competition issues that will have a negative impact on the transaction.
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The Acquisition Agreement contains warranties provided by the Seller to DS Smith relating to the business of
the LINPAC Containers Group. Details of the Acquisition Agreement are set out in paragraph 9(c) of Part 7.

8. Financing the Acquisition

The Acquisition will be fully financed through a combination of drawings under DS Smith’s existing loan
facilities and a new loan facility of £140 million from The Royal Bank of Scotland plc. The new loan facility is
described in paragraph 9(d) of Part 7.

The Company intends to apply the proceeds of the Rights Issue to paying down debt. The loan facilities
available to the Group will be reduced accordingly.

9. Summary of the Rights Issue

DS Smith is proposing to raise approximately £71 million (net of expenses) by the issue of 64,540,651 New
Ordinary Shares at a price of 112 pence per New Ordinary Share. The Issue Price represents a discount of 38.8
per cent. to the closing middle market price of 183 pence (ex dividend) per Ordinary Share on 2 March 2004,
the last business day prior to the date of announcement of the Rights Issue. The issue is being made by way of a
Rights Issue to Qualifying Shareholders on the basis of:

1 New Ordinary Share for every 5 existing Ordinary Shares

held on the Record Date.

The New Ordinary Shares will, when issued and fully paid, rank equally in all respects with the existing issued
Ordinary Shares, including the right to receive all dividends or distributions made, paid or declared after the
date of this document. The New Ordinary Shares will not rank for the interim dividend of 2.8 pence per
Ordinary Share in respect of the six months ending 31 October 2003 announced on 10 December 2003 and
payable on 9 March 2004 to shareholders on the register at the close of business on 6 February 2004. Further
details of the Rights Issue appear in Part 2 of this document and the accompanying Provisional Allotment
Letter. Details of the rights attaching to Ordinary Shares appear in the Company’s articles of association, a
description of which appears in Part 7 of this document. Entitlements to New Ordinary Shares will be rounded
down to the nearest whole number and the aggregated fractions will not be allotted to DS Smith Shareholders
but will be sold for the benefit of the Company.

The Rights Issue is conditional upon:

e  Admission taking place not later than 8.30 am on 5 March 2004 or on such other later time and/or date
as DS Smith and Cazenove may agree; and

o  the Underwriting Agreement having become unconditional in all respects (save for the condition relating
to Admission) before commencement of dealings in the New Ordinary Shares, nil paid.

The Rights Issue is not conditional on the Acquisition being completed and does not require approval from
DS Smith Shareholders. If Completion does not take place, the Directors’ current intention is that the net
proceeds of the Rights Issue will be used to pay down existing debt.

The Rights Issue has been fully underwritten by Cazenove.

The terms and conditions of the Rights Issue are set out in Part 2 of this document.

10. Current Trading and Prospects
Current trading of DS Smith

The Group produced a robust result in the first half of the financial year to 30 April 2004 despite margins in
the paper business being significantly affected by the cyclical downturn in the paper market. The Group’s focus
on raising operational performance was reflected in further profit improvements in Corrugated Packaging and
at Spicers.

Since the interim results, sales volumes have been generally satisfactory but pricing has remained under
pressure. Paper margins have continued to be squeezed, being additionally affected by increased energy and
starch prices. Recovered paper prices in the UK are now rising, following recent price increases on the
continent. Responding to these cost pressures, the Group has announced a paper price increase effective from
the end of March, although the benefits of this will not fully offset these higher costs during the balance of this
financial year. The Board anticipates delivering results for the full year to 30 April 2004 for DS Smith’s
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existing businesses broadly in line with its current expectations, which are consistent with the statement made
at the time of the interim results announcement in December 2003 and set out in Part 3 of this document.

As previously indicated the Board is reviewing the funding arrangements of its existing UK pension scheme
and now expects to incur a charge to the profit and loss account from financial year 2004/05.

Current trading of the LINPAC Containers Group

The LINPAC Containers Group traded strongly in the closing period of its financial year to 31 December
2003. This trend has continued in the early weeks of this year and results have been in line with the
expectations of LINPAC Containers’ management and the assumptions made by the Board in its assessment of
the Acquisition. The Board is confident about the prospects for the LINPAC Containers Group in its current
financial year.

Prospects for the Enlarged Group

The Acquisition will generate significant opportunities for synergies and the Board is confident about the
prospects for the Enlarged Group.

11. Dividends

As stated in the 2003 Annual Report, the Board attaches considerable importance to the Group’s capacity to
pay its shareholders a reliable and significant dividend consistent with its objective of sustaining around two
times dividend cover over the course of the business cycle. DS Smith intends to adjust ordinary dividend
payments to take account of the bonus element of the Rights Issue.

12. DS Smith Share Option Schemes

Outstanding options granted under the DS Smith Share Option Schemes will be adjusted to take account of the
Rights Issue, as provided for in the relevant scheme rules. Any such adjustments will be subject to confirmation
by the Company’s auditors that the adjustments are, in their opinion, fair and reasonable. Where the relevant
DS Smith Share Option Scheme has been approved by the UK Inland Revenue or the Irish Revenue
Commissioners, such adjustments will also be subject to their prior approval. Optionholders do not have a
right to participate in the Rights Issue under the DS Smith Share Option Schemes unless they have validly
exercised their options before the Record Date.

Details of the number of shares under option through the DS Smith Share Option Schemes are set out in Part 7
of this document.

The Company will write to participants in the DS Smith Share Option Schemes separately about any
adjustments to their options under those schemes.

13. Employees
The existing rights of employees of the LINPAC Containers Group will be fully safeguarded.

14. Taxation
Information about United Kingdom taxation and the Rights Issue is set out in Part 6 of this document. If you

are in any doubt as to your tax position, or you are subject to tax in a jurisdiction other than the United
Kingdom, you should consult your own independent professional adviser without delay.

15. Extraordinary General Meeting
You will find set out at the end of this document a notice convening an EGM to be held at 9.15 am on

22 March 2004 at UBS, 1 Finsbury Avenue, London EC2M 2PP for the purpose of considering and, if thought
fit, passing the Resolution.

16. Actions to be Taken
In relation to the EGM

You will find enclosed with this document a Form of Proxy to be used in connection with the EGM or at any
adjournment thereof. The Form of Proxy is reply paid for use in the United Kingdom only. You are requested
to complete and return the Form of Proxy in accordance with the instructions thereon and return it to the
Company’s registrars, Lloyds TSB Registrars, at The Causeway, Worthing, West Sussex BN99 6DA, so as to
arrive as soon as possible and in any event no later than 9.15 am on 20 March 2004. The completion and
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return of a Form of Proxy will not preclude you from attending and voting at the EGM in person if you so
wish.

In relation to the Rights Issue

If you are a Qualifying non-CREST Shareholder (other than certain Overseas Shareholders) you have been
sent a Provisional Allotment Letter setting out your entitlements to New Ordinary Shares and containing
instructions on how to take up those entitlements under the Rights Issue.

If you are a Qualifying CREST Shareholder no Provisional Allotment Letter is enclosed. Your CREST stock
account will be credited with your entitlement to Nil Paid Rights.

If you sell or have sold or otherwise transferred all of your existing Ordinary Shares (other than ex-rights) in
certificated form before the Ex-Rights Date, you should send this document and any accompanying documents
at once to the purchaser or transferee or to the bank, stockbroker or other agent through whom the sale or
transfer was effected for delivery to the purchaser or transferee. However, this document and the
accompanying documents should not be sent in or into the United States, Canada, Australia, Japan or the
Republic of South Africa. Please refer to paragraph 7 of Part 2 of this document if you propose to send this
document outside the United Kingdom. If you sell or have sold or otherwise transferred Ordinary Shares
(other than ex-rights) held in uncertificated form before the Ex-Rights Date, a claim transaction will
automatically be generated by CRESTCo which, on settlement, will transfer the appropriate number of Nil
Paid Rights to the purchaser or transferee. If you sell or have sold only part of your holding of existing
Ordinary Shares, you are referred to the instructions regarding split applications in Part 2 of this document
and in the Provisional Allotment Letter.

The procedure for acceptance and payment depends on whether, at the time at which acceptance and payment
is made, the Nil Paid Rights are in certificated form (that is, are represented by a Provisional Allotment Letter)
or are in uncertificated form (that is, are in CREST). The procedure for acceptance and payment is set out in
Part 2 of this document. Details also appear in the Provisional Allotment Letters sent to Qualifying non-
CREST Shareholders.

The latest time for acceptance under the Rights Issue will be 11.00 am on 26 March 2004. Qualifying non-
CREST Shareholders must return the Provisional Allotment Letter and cheque to Lloyds TSB Registrars to
arrive as soon as possible and in any event before 11.00 am on 26 March 2004. Qualifying CREST
Shareholders should refer to paragraph 4 of Part 2 which sets out procedure for taking up rights.

Qualifying CREST Shareholders who are CREST sponsored members should refer to their CREST sponsors
regarding the action to be taken in connection with the Rights Issue.

17. Overseas Shareholders

The attention of DS Smith Shareholders who have registered addresses outside the United Kingdom, or who
are citizens or residents of countries other than the United Kingdom, and any person (including, without
limitation, custodians, nominees and trustees) who has a contractual or other legal obligation to forward this
document into a jurisdiction other than the United Kingdom is drawn to the information which appears in the
paragraph entitled “Overseas Shareholders” in paragraph 7 of Part 2 of this document.

18. Directors’ Intentions
The Directors intend to take up their rights in full in relation to the Rights Issue.

19. Recommendation

The Board has received financial advice from UBS in relation to the Acquisition. In providing advice to the
Board, UBS has placed reliance upon the Board’s commercial assessment of the Acquisition.

The Board considers that the Acquisition is in the best interests of DS Smith Shareholders as a whole.
Accordingly, the Board unanimously recommends that DS Smith Shareholders vote in favour of the Resolution
to be proposed at the EGM as they intend to do in respect of their own beneficial shareholdings which, in
aggregate, amount to 507,000 Ordinary Shares representing 0.16 per cent. of the entire issued ordinary share
capital of DS Smith.

Yours sincerely,

Antony Hichens
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1. Terms and conditions of the Rights Issue

64,540,651 New Ordinary Shares will be offered by way of rights to Qualifying Shareholders on the following
basis and otherwise on the terms and conditions set out in this document (and in the case of Qualifying non-
CREST Shareholders, the Provisional Allotment Letter):

1 New Ordinary Share at 112 pence per New Ordinary Share
for every 5 existing Ordinary Shares

held and registered in their name at the close of business on 1 March 2004 and so in proportion for any other
number of Ordinary Shares then held.

The New Ordinary Shares will, when issued and fully paid, rank equally in all respects with the existing issued
Ordinary Shares, including the right to receive all dividends or distributions made, paid or declared after the
date of this document, save that the New Ordinary Shares will not rank for the interim dividend of 2.8 pence
per Ordinary Share in respect of the six months ended 31 October 2003 announced on 10 December 2003 and
payable on 9 March 2004.

Holdings of Ordinary Shares in certificated and uncertificated form will be treated as separate holdings for the
purpose of calculating entitlements under the Rights Issue. Entitlements to New Ordinary Shares will be
rounded down and the aggregated fractions will not be allotted to DS Smith Shareholders but will if possible,
be sold in the market for the benefit of the Company.

The attention of Overseas Shareholders and any person (including, without limitation, custodians, nominees
and trustees) who has a contractual or other legal obligation to forward this document into a jurisdiction other
than the United Kingdom is drawn to paragraph 7 of this Part 2.

Applications have been made to the United Kingdom Listing Authority and to the London Stock Exchange for
the New Ordinary Shares to be admitted to the Official List and to trading on the London Stock Exchange’s
market for listed securities. It is expected that Admission will become effective on 5§ March 2004 and that
dealings in the New Ordinary Shares will commence, nil paid, at 8.00 am on that date.

The Rights Issue is conditional upon:

(i)  Admission becoming effective by not later than 8.30 am on 5 March 2004 (or such later time and date as
Cazenove and DS Smith may agree); and

(ii) the Underwriting Agreement otherwise having become unconditional in all respects prior to
commencement of dealings in the New Ordinary Shares, nil paid.

The existing Ordinary Shares are already admitted to CREST. Applications have been made for the Nil Paid
Rights and the Fully Paid Rights to be admitted to CREST. CRESTCo requires DS Smith to confirm to it that
the New Ordinary Shares have been admitted to the Official List before CRESTCo will admit any security to
CREST. As soon as practicable after Admission, DS Smith will confirm this to CRESTCo.

It is expected that:

(a) Admission of the New Ordinary Shares will become effective and that dealings on the London Stock
Exchange in the New Ordinary Shares, nil paid, will commence at 8.00 am on 5 March 2004;

(b) Lloyds TSB Registrars will instruct CRESTCo to credit the appropriate stock accounts of Qualifying
CREST Shareholders with such shareholders’ entitlements to Nil Paid Rights, on 5 March 2004; and

(c) the Nil Paid Rights and the Fully Paid Rights will be enabled for settlement by CRESTCo on
5 March 2004, as soon as practicable after DS Smith has confirmed to CRESTCo that all the conditions
for admission of such rights to CREST have been satisfied.
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Cazenove has agreed to underwrite the Rights Issue in accordance with the terms and subject to the conditions
in the Underwriting Agreement. The Underwriting Agreement is conditional on certain matters being satisfied
or not breached prior to the commencement of dealings in the New Ordinary Shares, nil paid and, if these
conditions are not satisfied, the Rights Issue will not proceed. Cazenove may arrange sub-underwriting for
some, all or none of the New Ordinary Shares. The Company is mindful of the Competition Commission’s
recommendations with regard to competitive tendering of sub-underwriting commissions. After careful
consideration of the benefits to the Company, the Board having taken advice, concluded that such a process
would be unlikely to result in any significant benefit to the Company and would therefore not have been
appropriate in connection with the Rights Issue. A summary of certain terms and conditions of the
Underwriting Agreement is set out in paragraph 9(a) of Part 7 of this document.

All documents and cheques posted to or by Qualifying Shareholders and/or their transferees or renouncees (or
their agents, as appropriate) will be posted at their own risk.

2. Action to be taken

The action to be taken in respect of New Ordinary Shares depends on whether, at the relevant time, the Nil
Paid Rights or Fully Paid Rights in respect of which action is to be taken are in certificated form (that is, are
represented by Provisional Allotment Letters) or are in uncertificated form (that is, are in CREST).

If you are a Qualifying non-CREST Shareholder and have received a Provisional Allotment Letter please refer
to paragraph 3 and paragraphs 5 to 9 of this Part 2.

If you hold your Ordinary Shares in CREST, please refer to paragraphs 4 to 9 of this Part 2 and to the CREST
Manual for further information on the CREST procedures referred to below.

CREST sponsored members should refer to their CREST sponsors, as only their CREST sponsors will be able

to take the necessary actions specified below to take up the entitlements or otherwise to deal with the Nil Paid
Rights or Fully Paid Rights of CREST sponsored members.

3. Action to be taken in relation to Nil Paid Rights represented by Provisional Allotment
Letters

(a) General

Each Provisional Allotment Letter will set out:

(i) the holding of existing Ordinary Shares on which the Qualifying non-CREST Shareholder’s entitlement
to New Ordinary Shares has been based;

(ii) the number of New Ordinary Shares which have been provisionally allotted to the Qualifying non-
CREST Shareholder;

(iii) the procedures to be followed if the Qualifying non-CREST Shareholder wishes to dispose of all or part
of his entitlement or to convert all or part of his entitlement into uncertificated form; and

(iv) instructions regarding acceptance and payment, consolidation, splitting and registration of renunciation.

The latest time and date for acceptance and payment in full will be 11.00 am on 26 March 2004.

(b)  Procedure for acceptance and payment
(i)  Qualifying non-CREST Shareholders who wish to accept in full

Holders of Provisional Allotment Letters who wish to take up all of their entitlement must return the
Provisional Allotment Letter, together with a cheque or other remittance, made payable to “Lloyds TSB Bank
plc — DS Smith Plc Rights Issue” and crossed “A/C payee only”, for the full amount payable on acceptance, in
accordance with the instructions printed on the Provisional Allotment Letter, by hand or by post, to Lloyds
TSB Registrars, Princess House, 1 Suffolk Lane, London EC4R 0AX, so as to arrive as soon as possible and in
any event so as to be received by not later than 11.00 am on 26 March 2004. A reply-paid envelope is
enclosed. If you post your Provisional Allotment Letter within the United Kingdom by first class post, it is
recommended that you allow at least four days for delivery.
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(i) Qualifying non-CREST Shareholders who wish to accept in part

Holders of Provisional Allotment Letters who wish to take up some but not all of their rights and wish to sell
some or all of those which they do not want to take up, should first apply for split Provisional Allotment
Letters by completing Form X on page 4 of the Provisional Allotment Letter and return it to Lloyds TSB
Registrars, by 3.00 pm on 24 March 2004, the last date and time for splitting Nil Paid Rights, together with a
covering letter stating the number of split Provisional Allotment Letters required and the number of Nil Paid
Rights to be comprised in each split Provisional Allotment Letter. They should then deliver the split
Provisional Allotment Letter representing the New Ordinary Shares they wish to accept together with a cheque
for the appropriate amount, payable to “Lloyds TSB Bank plc — DS Smith Plc Rights Issue” and crossed “A/C
payee only” by 11.00 am on 26 March 2004, the last date and time for acceptance. Holders of Provisional
Allotment Letters who wish to take up some of their rights (but not sell the remainder), should also follow the
procedure to apply for split Provisional Allotment Letters in accordance with this paragraph and return the
Provisional Allotment Letter (with Form X on page 4 completed) with a cheque, together with a covering letter
indicating the number of Nil Paid Rights to be taken up, in accordance with the provisions set out in
paragraph 2 on page 3 of the Provisional Allotment Letter.

(iii) Company’s discretion as to validity of acceptances

If payment is not received in full by 11.00 am on 26 March 2004, the provisional allotment will be deemed to
have been declined and will lapse. However, the Company may, but shall not be so obliged, treat as valid
applications in respect of which remittances are received prior to 11.00 am on 26 March 2004 from an
authorised person (as defined in section 31(2) FSMA) specifying the number of New Ordinary Shares to be
acquired and an undertaking by that person to lodge the relevant Provisional Allotment Letter duly completed
in due course.

DS Smith may also (in its sole discretion) treat a Provisional Allotment Letter as valid and binding on the
person(s) by whom or on whose behalf it is lodged even if it is not completed in accordance with the relevant
instructions or is not accompanied by a valid power of attorney where required.

(iv) Payments

All payments must be in pounds sterling and cheques or banker’s drafts should be made payable to “Lloyds
TSB Bank plc — DS Smith Plc Rights Issue” and crossed “A/C payee only”. Cheques or banker’s drafts must be
drawn on a bank or building society or branch of a bank or building society in the United Kingdom or Channel
Islands which is either a settlement member of the Cheque and Credit Clearing Company Limited or the
CHAPS Clearing Company Limited or which has arranged for its cheques and banker’s drafts to be cleared
through the facilities provided by any of those companies and must bear the appropriate sort code in the top
right hand corner. Cheques drawn on most major high street banks and building societies in the United
Kingdom will be satisfactory. All documents and cheques sent through the post will be sent at the risk of the
drawer. Cheques or banker’s drafts will be presented for payment upon receipt. DS Smith reserves the right to
instruct Lloyds TSB Registrars to seek special clearance of cheques and banker’s drafts to allow DS Smith to
obtain value for remittances at the earliest opportunity. No interest will be allowed on payments made before
they are due and any interest on such payments will accrue to the benefit of the Company. It is a term of the
Rights Issue that cheques shall be honoured on first presentation and if any cheque or other remittance is
presented for payment but not honoured by 11.00 am on 26 March 2004 any acceptance in respect of New
Ordinary Shares to which such cheque or other remittance relates may be treated by the Company as invalid.

(c) Money Laundering Regulations

If the value of your application exceeds €15,000 (the approximate equivalent of £10,000) (or is one of a series
of linked applications, the aggregate value of which exceeds that amount) and either you do not pay by a
cheque drawn on an account in your own name and/or the account from which payment is to be made is not
held within an institution that is authorised in the United Kingdom by the Financial Services Authority under
FSMA or by the Building Societies Commission under the Building Societies Act 1986 or that is an EU
authorised credit institution, as defined in the First Banking Directive (77/780/EEC) as referred to in the
verification of identity requirements of the Money Laundering Regulations 1993 or, as applicable, the Money
Laundering Regulations 2003, (the “Money Laundering Regulations’), the Money Laundering Regulations
will apply. Lloyds TSB Registrars is entitled to require, at its absolute discretion, verification of identity from
any person lodging a Provisional Allotment Letter (the applicant) including, without limitation, any person
who appears to Lloyds TSB Registrars to be acting on behalf of some other person. Submission of a
Provisional Allotment Letter will constitute a warranty that the Money Laundering Regulations will not be
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breached by the acceptance of the remittance and an undertaking by the applicant to provide promptly to
Lloyds TSB Registrars such information as may be specified by Lloyds TSB Registrars as being required for the
purpose of the Money Laundering Regulations. If Lloyds TSB Registrars, having (where time allows)
consulted with Cazenove and having taken into account its comments and requests has by 11.00 am on
26 March 2004 determined pursuant to procedures maintained by it under the Money Laundering Regulations
that evidence as to identity satisfactory to it has not been received in respect of any New Ordinary Shares
which would otherwise be treated as taken up in accordance with the procedure for acceptance and payment
set out in this document, Lloyds TSB Registrars may retain the relevant Provisional Allotment Letter and/or
cheque, banker’s draft or other remittance relating to it and/or not enter the New Ordinary Shares to which it
relates on the register of members or issue any share certificate in respect of them. If Lloyds TSB Registrars
does not have a reasonable expectation that such evidence is likely to be forthcoming within a reasonable
period of time, then the acceptance will not be valid but will be without prejudice to the right of DS Smith to
take proceedings to recover any loss suffered by it as a result of the failure of the applicant to provide
satisfactory evidence. In that case, the application monies (without interest) will be returned to the bank or
building society account from which payment was made.

The following guidance is provided in order to reduce the likelihood of difficulties, delays and potential
rejection of an application (but does not limit the right of Lloyds TSB Registrars to require verification of
identity as stated above).

(i) Applicants are urged if possible to make their payment by their own cheque. If this is not practicable and
an applicant uses a cheque drawn by a building society or other third party or a banker’s draft, the
applicant should:

(a) write the applicant’s name and address on the back of the building society cheque, banker’s draft or
other third party cheque and, in the case of an individual, record his date of birth against his name;
and

(b) if a building society cheque or banker’s draft is used, ask the building society or bank to print on
the cheque the full name and account number of the person whose building society or bank account
is being debited or to write those details on the back of the cheque and add their stamp.

(ii) If the cheque is drawn by a third party other than in accordance with paragraph (c)(i) above, both the
applicant and the third party should ensure that one of the following documents is enclosed with the
Provisional Allotment Letter: evidence of their respective names and addresses from an appropriate third
party, for example recent original bills from a gas, electricity or telephone company; or a bank statement,
in each case bearing the applicant’s or the third party’s name and address. Originals of such documents
are required. Original documents will be returned by post at the applicant’s own risk.

(iii) If an application is delivered by hand, the applicant should ensure that he has with him evidence of
identity bearing his photograph, for example, a valid full passport.

If you are making an application as agent for one or more persons and you are not a United Kingdom or EU
regulated person or institution (e.g. a United Kingdom financial institution), irrespective of the value of the
application, Lloyds TSB Registrars is obliged to take reasonable measures to establish the identity of the
person or persons on whose behalf the application is being made. Applicants making an application as agent
should specify on the Provisional Allotment Letter if they are a United Kingdom or EU regulated person or
institution.

(d) Dealings in Nil Paid Rights

Dealings on the London Stock Exchange in the Nil Paid Rights are expected to commence at 8.00 am on
5 March 2004. A transfer of Nil Paid Rights can be made by renunciation of the Provisional Allotment Letter
in accordance with the instructions printed on it and delivery of the letter to the transferee.

(e) Dealings in Fully Paid Rights

After acceptance of the provisional allotment and payment in full in accordance with the provisions set out in
this document and (in the case of Qualifying non-CREST Shareholders) the Provisional Allotment Letter, the
Fully Paid Rights may be transferred by renunciation of the relevant fully paid Provisional Allotment Letter
and lodging it, by hand or by post, with Lloyds TSB Registrars, Princess House, 1 Suffolk Lane, London
EC4R 0AX, by not later than 11.00 am on 26 March 2004, and delivery of the letter from Lloyds TSB
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Registrars to the transferee. However, fully paid Provisional Allotment Letters will not be returned to
shareholders unless their return is requested by ticking Box 4 on page 1 of the Provisional Allotment Letter.

After 26 March 2004 the New Ordinary Shares will be in registered form and transferable in the usual way
(see paragraph 3(i) of this Part 2).

(f)  Renunciation and splitting of Provisional Allotment Letters

Qualifying non-CREST Shareholders who wish to transfer all the Nil Paid Rights or, after acceptance of the
provisional allotment and payment in full, Fully Paid Rights comprised in a Provisional Allotment Letter may
(save as required by the laws of certain overseas jurisdictions) renounce such allotment by completing and
signing Form X on the Provisional Allotment Letter and passing the entire letter to their stockbroker or bank
or other appropriate financial adviser or to the transferee. Once a Provisional Allotment Letter has been
renounced, it will become a negotiable instrument in bearer form. The latest time and date for registration of
renunciation of Provisional Allotment Letters, fully paid, is 11.00 am on 26 March 2004.

If a holder of a Provisional Allotment Letter wishes to have only some of the New Ordinary Shares registered
in his name and to transfer the remainder, or wishes to transfer all the Nil Paid Rights or (if appropriate) Fully
Paid Rights but to different persons, he may have the Provisional Allotment Letter split, for which purpose he
must complete and sign Form X on the Provisional Allotment Letter. The Provisional Allotment Letter must
then be sent to Lloyds TSB Registrars, Princess House, 1 Suffolk Lane, London EC4R 0AX to arrive not later
than 3.00 pm on 24 March 2004 whether nil paid or fully paid, to be cancelled and exchanged for the split
Provisional Allotment Letters required. The number of split letters required and the number of Nil Paid Rights
or (as appropriate) Fully Paid Rights to be comprised in each split letter should be stated in an accompanying
letter. Form X on split Provisional Allotment Letters will be marked “Original Duly Renounced” before issue.

DS Smith reserves the right to refuse to register any renunciation in favour of any person in respect of which
DS Smith believes such renunciation may violate applicable legal or regulatory requirements including
(without limitation) any renunciation in the name of any person with an address outside the United Kingdom.

(g) Registration in names of persons other than Qualifying Sharebolders originally entitled

In order to register Nil Paid Rights or Fully Paid Rights in certificated form in the name of someone other than
the Qualifying Shareholders originally entitled, the renouncee or his agent(s) must complete Form Y (unless
the renouncee is a CREST member who wishes to hold such shares in uncertificated form, in which case
Form X and the CREST Deposit Form must be completed — see paragraph 3(h) of this Part 2) on the
Provisional Allotment Letter and send the entire Provisional Allotment Letter by hand or by post to Lloyds
TSB Registrars, Princess House, 1 Suffolk Lane, London EC4R 0AX to arrive not later than 11.00 am on
26 March 2004.

(h)  Deposit of Nil Paid Rights or Fully Paid Rights into CREST

The Nil Paid Rights or Fully Paid Rights represented by a Provisional Allotment Letter may be converted into
uncertificated form, that is, deposited into CREST (whether such conversion arises as a result of a renunciation
of those rights or otherwise). Subject as provided in the next following paragraph, normal CREST procedures
apply in relation to any such conversion. You are recommended to refer to the CREST Manual for details of
such procedures.

The procedure for depositing the Nil Paid Rights or Fully Paid Rights represented by a Provisional Allotment
Letter into CREST, whether such rights are to be converted into uncertificated form in the name(s) of the
persons whose name(s) and address appear on page 1 of the Provisional Allotment Letter or in the name of a
person or persons to whom the Provisional Allotment Letter has been renounced, is as follows. Form X and
the CREST Deposit Form (both on page 4 of the Provisional Allotment Letter) will need to be completed and
the Provisional Allotment Letter deposited with the CCSS; in addition, the normal CREST Stock Deposit
procedures will need to be carried out, except that: (a) it will not be necessary to complete and lodge a separate
CREST Transfer Form (prescribed under the Stock Transfer Act 1963) with the CCSS; and (b) only the whole
of the Nil Paid Rights or Fully Paid Rights represented by the Provisional Allotment Letter may be deposited
into CREST. If you wish to deposit some only of the Nil Paid Rights or Fully Paid Rights represented by the
Provisional Allotment Letter into CREST, you must first apply for split Provisional Allotment Letters. If the
rights represented by more than one Provisional Allotment Letter are to be deposited, the CREST Deposit
Form on each Provisional Allotment Letter must be completed and deposited. The Consolidation Listing Form
(on page 4 of the Provisional Allotment Letter) must not be used.
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A holder of the Nil Paid Rights represented by a Provisional Allotment Letter who is proposing to convert
those rights into uncertificated form (whether following a renunciation of such rights or otherwise) is
recommended to ensure that the conversion procedures are implemented in sufficient time to enable the person
holding or acquiring the Nil Paid Rights in CREST following the conversion to take all necessary steps in
connection with taking up the entitlement prior to 11.00 am on 26 March 2004. In particular, having regard
to processing times in CREST and on the part of Lloyds TSB Registrars, the latest time for depositing a
renounced Provisional Allotment Letter, with the CREST Deposit Form on page 4 of the Provisional
Allotment Letter duly completed, with the CCSS (in order to enable the person acquiring the Nil Paid Rights in
CREST as a result of the conversion to take all necessary steps in connection with taking up the entitlement
prior to 11.00 am on 26 March 2004) is 3.00 pm on 23 March 2004.

(i)  Issue of New Ordinary Shares in definitive form

Definitive share certificates are expected to be despatched by post by 2 April 2004 to accepting Qualifying
non-CREST shareholders or their renouncees at their registered address unless lodging agent details have been
completed on page 4 of the Provisional Allotment Letter. After despatch of definitive share certificates,
Provisional Allotment Letters will cease to be valid for any purpose whatsoever. Pending despatch of definitive
share certificates, instruments of transfer may be certified by Lloyds TSB Registrars against the register.

4. Action to be taken in relation to Nil Paid Rights and Fully Paid Rights in CREST
(a) General

Subject as provided in paragraph 7 of this Part 2 in relation to certain Overseas Shareholders, each Qualifying
CREST Shareholder is expected to receive a credit to his stock account in CREST of his entitlement to Nil Paid
Rights on 5 March 2004. The CREST stock account to be credited will be an account under the participant ID
and member account ID that apply to the existing Ordinary Shares held on the Record Date by the Qualifying
CREST Shareholder in respect of which the Nil Paid Rights are provisionally allotted.

The Nil Paid Rights will constitute a separate security and can accordingly be transferred, in whole or in part,
by means of CREST in the same manner as any other security that is admitted to CREST.

If for any reason stock accounts of Qualifying CREST Shareholders cannot be credited by, or the Nil Paid
Rights cannot be enabled by, 11.00 am on 5 March 2004, Provisional Allotment Letters shall, unless Cazenove
agrees otherwise, be sent out in substitution for the Nil Paid Rights which have not been so credited or enabled
and the expected timetable as set out in this document may, with the consent of Cazenove, be adjusted as
appropriate. References to dates and times in this document should be read as subject to any such adjustment.
DS Smith will make an appropriate announcement to a Regulatory Information Service approved by the UK
Listing Authority giving details of the revised dates.

CREST members who wish to take up their entitlements in respect of, or otherwise to transfer, Nil Paid Rights
or Fully Paid Rights held by them in CREST should refer to the CREST Manual for further information on the
CREST procedures referred to below. If you are a CREST sponsored member you should consult your CREST
sponsor if you wish to take up your entitlement as only your CREST sponsor will be able to take the necessary
action to take up your entitlements or otherwise to deal with your Nil Paid Rights or Fully Paid Rights.

(b)  Procedure for acceptance and payment

(1)  Many-to-Many instructions
CREST members who wish to take up all or some of their entitlement in respect of Nil Paid Rights in
CREST must send (or, if they are CREST sponsored members, procure that their CREST sponsor sends)
a Many-To-Many (MTM) instruction to CRESTCo which, on its settlement, will have the following
effect:

(A) the crediting of a stock account of Lloyds TSB Registrars under the participant ID and member
account ID specified in sub-paragraph 4(b)(ii) below, with the number of Nil Paid Rights to be
taken up;

(B) the creation of a settlement bank payment obligation (as this term is defined in the CREST
Manual), in accordance with the CREST RTGS payment mechanism (as this term is defined in the
CREST Manual), in favour of the RTGS settlement bank of Lloyds TSB Registrars in sterling in
respect of the full amount payable on acceptance in respect of the Nil Paid Rights referred to in sub-
paragraph (a) above; and
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(C) the crediting of a stock account of the accepting CREST member (being an account under the same
participant ID and member account ID as the account from which the Nil Paid Rights are to be
debited on settlement of the MTM instruction) of the corresponding number of Fully Paid Rights to
which the CREST member is entitled on taking up his Nil Paid Rights referred to in sub-paragraph
(a) above.

(ii) Contents of Many-to-Many instructions

The MTM instruction must be properly authenticated in accordance with CRESTCo’s specifications and
must contain, in addition to the other information that is required for settlement in CREST, the
following details:

®  the number of Nil Paid Rights to which the acceptance relates;
®  the participant ID of the accepting CREST member;

e  the member account ID of the accepting CREST member from which the Nil Paid Rights are to be
debited;

®  the participant ID of Lloyds TSB Registrars, in its capacity as a CREST receiving agent. This is
2RA68;

o  the member account ID of Lloyds TSB Registrars, in its capacity as a CREST receiving agent. This
is RA806101;

o  the number of Fully Paid Rights that the CREST member is expecting to receive on settlement of
the MTM instruction. This must be the same as the number of Nil Paid Rights to which the
acceptance relates;

e  the amount payable by means of the CREST settlement bank payment obligation on settlement of
the MTM instruction. This must be the full amount payable on acceptance in respect of the number
of Nil Paid Rights referred to in paragraph 4(b)(i) above;

o  the intended settlement date. This must be on or before 26 March 2004;

®  the nil paid ISIN number. This is allocated by the London Stock Exchange and can be found by
viewing the relevant Corporate Action details in CREST;

e the fully paid ISIN number. This is allocated by the London Stock Exchange and can be found by
viewing the relevant Corporate Action details in CREST; and

®  the Corporate Action Number for the Rights Issue. This will be available by viewing the relevant
corporate action details in CREST.

(iii) Valid acceptance

Nil Paid Rights will be validly taken up where an MTM instruction complying with each of the requirements
as to authentication and contents set out in sub-paragraph (ii) of this paragraph 4(b) above is made and either:

(A) the MTM instruction settles by not later than 11.00 am on 26 March 2004; or
(B) (aa) the MTM instruction is received by CRESTCo by not later than 11.00 am on 26 March 2004; and

(bb) the number of Nil Paid Rights inserted in the MTM instruction is credited to the CREST stock
member account of the accepting CREST member specified in the MTM instruction at 11.00 am on
26 March 2004.

An MTM instruction will be treated as having been received by CRESTCo for these purposes at the time at
which the instruction is processed by the Network Providers’ Communications Host (as this term is defined in
the CREST Manual) at CRESTCo of the network provider used by the CREST member (or by the CREST
sponsored member’s CREST sponsor). This will be conclusively determined by the input time stamp applied to
the MTM instruction by the Network Providers’ Communications Host.
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(iv) Representations, warranties and undertakings of CREST members

A CREST member or CREST sponsored member who validly takes up his rights in accordance with this
paragraph 4(b) of Part 2 represents, warrants and undertakes to DS Smith that he has taken (or procured to be
taken), and will take (or will procure to be taken), whatever action is required to be taken by him or by his
CREST sponsor (as appropriate) to ensure that the MTM instruction concerned is capable of settlement at
11.00 am on 26 March 2004 and remains capable of settlement at all times after that until 2.00 pm on
26 March 2004 (or until such later time and date as DS Smith may determine). In particular, the CREST
member or CREST sponsored member represents, warrants and undertakes that at 11.00 am on 26 March
2004 and at all times thereafter until 2.00 pm on 26 March 2004 (or until such later time and date as DS Smith
may determine), there will be sufficient Headroom within the Cap (as those terms are defined in the CREST
Manual) in respect of the cash memorandum account to be debited with the amount payable on acceptance to
permit the MTM instruction to settle. CREST sponsored members should contact their CREST sponsor if they
are in any doubt.

(v) CREST procedures and timings

CREST members and CREST sponsors (on behalf of CREST sponsored members) should note that CRESTCo
does not make available special procedures in CREST for any particular corporate action. Normal system
timings and limitations will therefore apply in relation to the input of an MTM instruction and its settlement
in connection with the Rights Issue. It is the responsibility of the CREST member concerned to take (or, if the
CREST member is a CREST sponsored member, to procure that his CREST sponsor takes) the action
necessary to ensure that a valid acceptance is received as stated above by 11.00 am on 26 March 2004. In this
connection CREST members and (where applicable) CREST sponsors are referred in particular to those
sections of the CREST Manual concerning practical limitations of the CREST system and timings.

(vi) CREST member’s undertaking to pay

A CREST member or CREST sponsored member, who makes a valid acceptance in accordance with the
procedures set out in paragraph 4(b) of this Part 2: (a) undertakes to pay to DS Smith, or procure the payment
to DS Smith of, the amount payable in sterling on acceptance in accordance with the above procedures or in
such other manner as DS Smith may require (it being acknowledged that, where payment is made by means of
the RTGS payment mechanism (as defined in the CREST Manual), the creation of an RTGS settlement bank
payment obligation in sterling in favour of Lloyds TSB Registrars’ RTGS settlement bank in accordance with
the RTGS payment mechanism shall, to the extent of the obligation so created, discharge in full the obligation
of the CREST member (or CREST sponsored member) to pay to DS Smith the amount payable on acceptance);
and (b) requests that the Fully Paid Rights, and/or New Ordinary Shares, to which he will become entitled be
issued to him on the terms set out in this document and subject to the memorandum and articles of association
of DS Smith.

(vii) Company’s discretion as to rejection and validity of acceptances

The Company may:

(A) reject any acceptance constituted by an MTM instruction, which is otherwise valid, in the event of
breach of any of the representations, warranties and undertakings set out or referred to in this paragraph
4(b) of Part 2. Where an acceptance is made as described in this paragraph 4(b) of Part 2 which is
otherwise valid, and the MTM instruction concerned fails to settle by 2.00 pm on 26 March 2004 (or by
such later time and date as DS Smith has determined), DS Smith shall be entitled to assume, for the
purposes of its right to reject an acceptance contained in paragraph 4(b) of this Part 2, that there has
been a breach of the representations, warranties and undertakings set out or referred to in this paragraph
4(b) of this Part 2;

(B) treat as valid (and binding on the CREST member or CREST sponsored member concerned) an
acceptance which does not comply in all respects with the requirements as to validity set out or referred
to in this paragraph 4(b) of this Part 2;

(C) accept an alternative properly authenticated dematerialised instruction from a CREST member or (where
applicable) a CREST sponsor as constituting a valid acceptance in substitution for, or in addition to, an
MTM instruction and subject to such further terms and conditions as DS Smith may determine;

(D) treat a properly authenticated dematerialised instruction (in this sub-paragraph the “first instruction”) as
not constituting a valid acceptance if, at the time at which Lloyds TSB Registrars receives a properly
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authenticated dematerialised instruction giving details of the first instruction, either DS Smith or Lloyds
TSB Registrars has received actual notice from CRESTCo of any of the matters specified in Regulation
35(5)(a) in relation to the first instruction. These matters include notice that any information contained
in the first instruction was incorrect or notice of lack of authority to send the first instruction; and

(E) accept an alternative instruction or notification from a CREST member or (where applicable) a CREST
sponsor, or extend the time for acceptance and/or settlement of an MTM instruction or any alternative
instruction or notification, if, for reasons or due to circumstances outside the control of any CREST
member or CREST sponsored member or (where applicable) CREST sponsor, the CREST member or
CREST sponsored member is unable validly to take up all or part of his Nil Paid Rights by means of the
above procedures. In normal circumstances, this discretion is only likely to be exercised in the event of
any interruption, failure or breakdown of CREST (or of any part of CREST) or on the part of facilities
and/or systems operated by Lloyds TSB Registrars in connection with CREST.

(c) Money Laundering Regulations

If you hold your Nil Paid Rights in CREST and apply to take up all or part of your entitlement as agent for one
or more persons and you are not a United Kingdom or EU regulated person or institution (e.g. a United
Kingdom financial institution), then, irrespective of the value of the application, Lloyds TSB Registrars is
entitled to take reasonable measures to establish the identity of the person or persons on whose behalf you are
making the application. You must therefore contact Lloyds TSB Registrars before sending any MTM
instruction or other instruction so that appropriate measures may be taken.

Submission of an MTM instruction which constitutes, or which may on its settlement constitute, a valid
acceptance as described above constitutes a warranty and undertaking by the applicant to provide promptly to
Lloyds TSB Registrars any information Lloyds TSB Registrars may specify as being required for the purposes
of the Money Laundering Regulations. If Lloyds TSB Registrars, having (where time allows) consulted with
Cazenove and having taken into account their comments and requests, has by 11.00 am on 26 March 2004,
determined pursuant to procedures maintained by it under the Money Laundering Regulations that evidence
as to identity satisfactory to it has not been received in respect of any New Ordinary Shares which would
otherwise be treated as taken up in accordance with the procedure for acceptance and payment set out in this
document, Lloyds TSB Registrars may take, or omit to take, such action as it may determine to prevent or
delay settlement of the MTM instruction. If Lloyds TSB Registrars does not have a reasonable expectation that
such evidence is likely to be forthcoming within a reasonable period of time, then Lloyds TSB Registrars will
not permit the MTM instruction concerned to proceed to settlement but without prejudice to the right of
DS Smith to take proceedings to recover any loss suffered by it as a result of failure by the applicant to provide
satisfactory evidence.

(d)  Transfers of Nil Paid Rights

Dealings in the Nil Paid Rights on the London Stock Exchange are expected to commence at 8.00 am on
5 March 2004. A transfer of Nil Paid Rights can be made by means of CREST in the same manner as any other
security that is admitted to CREST. The Nil Paid Rights are expected to be disabled in CREST after the close
of CREST business on 26 March 2004.

(e)  Transfers of Fully Paid Rights

After acceptance of the provisional allotment and payment in full in accordance with the provisions of this
document, and (where appropriate) the Provisional Allotment Letter, the Fully Paid Rights may be transferred
by means of CREST in the same manner as any other security that is admitted to CREST. The last date for
settlement of any transfer of Fully Paid Rights in CREST will be 26 March 2004. The Fully Paid Rights are
expected to be disabled in CREST after the close of CREST business on 26 March 2004.

After 26 March 2004, the New Ordinary Shares will be registered in the name(s) of the person(s) entitled to
them in DS Smith’s register of members and will be transferable in the usual way (see paragraph 4(g) of this
Part 2).

(f)  Withdrawal of Nil Paid Rights or Fully Paid Rights from CREST

Nil Paid Rights or Fully Paid Rights held in CREST may be converted into certificated form, that is,
withdrawn from CREST. Normal CREST procedures (including timings) apply in relation to any such
conversion.
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The recommended latest time for receipt by CRESTCo of a properly authenticated dematerialised instruction
requesting withdrawal of Nil Paid Rights from CREST is 4.30 pm on 22 March 2004, so as to enable the
person acquiring or (as appropriate) holding the Nil Paid Rights following the conversion to take all necessary
steps in connection with taking up the entitlement prior to 11.00 am on 26 March 2004.

(g) Issue of New Ordinary Shares in CREST

Fully Paid Rights in CREST are expected to be disabled in CREST after the close of CREST business on
26 March 2004 (the latest date for settlement of transfers of Fully Paid Rights in CREST). New Ordinary
Shares (in definitive form) will be issued in uncertificated form to those persons registered as holding Fully Paid
Rights in CREST at the close of business on that date. Lloyds TSB Registrars will instruct CRESTCo to credit
the appropriate stock accounts of those persons (under the same participant ID and member account ID that
applied to the Fully Paid Rights held by those persons) with the entitlements to New Ordinary Shares with
effect from the next business day (expected to be 29 March 2004).

(h)  Right to allot / issue in certificated form

Despite any other provision of this document, DS Smith reserves the right to allot and to issue any Nil Paid
Rights, Fully Paid Rights or New Ordinary Shares in certificated form. In normal circumstances, this right is
only likely to be exercised in the event of an interruption, failure or breakdown of CREST (or on any part of
CREST) or on the part of the facilities and/or systems operated by Lloyds TSB Registrars in connection with
CREST.

5. Procedure in respect of Rights not taken up (whether certificated or in CREST)

If an entitlement to New Ordinary Shares is not validly taken up in accordance with the procedure laid down
for acceptance and payment, then that provisional allotment will be deemed to have been declined and will
lapse. Cazenove will, as agent for DS Smith, endeavour to procure, for all (or as many as reasonably
practicable) of those New Ordinary Shares not taken up, subscribers from whom an amount can be obtained
per share which is in excess of the total of the Issue Price and the expenses of procuring the relevant subscribers
(including any value added tax), such subscribers to be found by not later than 5.30 pm on the second dealing
day after 26 March 2004.

Notwithstanding the above, Cazenove is not obliged to endeavour to procure any such subscribers if at any
time after 11.00 am on 26 March 2004 it is of the opinion that it is unlikely that any such subscribers can be so
procured at such a price by 5.30 pm on the second dealing day after 26 March 2004. If and to the extent that
subscribers cannot be procured on the basis outlined above, Cazenove shall procure subscribers or itself
subscribe at the Issue Price for the New Ordinary Shares not taken up in accordance with the terms of the
Underwriting Agreement.

Any premium over the aggregate of the Issue Price and the expenses of procuring subscribers (including any
related value added tax) shall be paid (subject as provided in this paragraph 5):

(i) where the Nil Paid Rights were, at the time they lapsed, represented by a Provisional Allotment Letter, to
the person whose name and address appeared on page 1 of the Provisional Allotment Letter; and

(ii) where the Nil Paid Rights were, at the time they lapsed, in uncertificated form, to the person registered as
the holder of those Nil Paid Rights at the time of their disablement in CREST.

New Ordinary Shares for which subscribers are procured on this basis will be allotted to the subscribers and
any aggregate premium (being the amount paid by the subscribers after deducting the Issue Price and the
expenses of procuring the subscribers including any value added tax) will be paid (without interest) to those
persons entitled (as referred to above) pro rata to the relevant lapsed provisional allotments save that, if the net
proceeds due to any person do not exceed £3, the proceeds may be retained by the Company for the benefit of
shareholders generally. Holdings of Ordinary Shares in certificated and uncertificated form will be treated as
being held by different persons for these purposes.

Any transactions undertaken pursuant to paragraph 5 of this Part 2 shall be deemed to have been undertaken
at the request of the persons entitled to the lapsed provisional allotments and none of DS Smith, Cazenove or
any other person procuring the subscribers shall be responsible for any loss or damage (whether actual or
alleged) arising from the terms of or timing of the subscription or the decision not to procure subscribers on
the basis described above. Cheques for the amount due will be sent, at the risk of the person(s) entitled, to their
registered addresses (the registered address of the first named in the case of joint holders), provided that, where
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any entitlement concerned was held in CREST the amount due will, unless DS Smith (in its absolute discretion)
otherwise determines, be satisfied by DS Smith procuring the creation of a settlement bank payment in favour
of the relevant CREST member’s (or CREST sponsored member’s) RTGS settlement bank in respect of the
cash amount concerned in accordance with the RTGS payment mechanism.

6. Taxation

Information on taxation in the United Kingdom with regard to the Rights Issue is set out in Part 6 of this
document. Shareholders who are in any doubt as to their tax position or who are subject to tax in any other
jurisdiction should consult an appropriate professional adviser immediately.

7. Overseas Shareholders

(a) General

The offer of New Ordinary Shares to persons resident in, or who are citizens of, countries other than the
United Kingdom may be affected by the law of the relevant jurisdiction. Those persons should consult their
professional advisers as to whether they require any governmental or other consents or need to observe any
other formalities to enable them to take up their rights.

Receipt of this document and/or a Provisional Allotment Letter or the crediting of Nil Paid Rights to a stock
account in CREST will not constitute an offer in those jurisdictions in which it would be illegal to make an
offer. No person receiving a copy of this document and/or a Provisional Allotment Letter and/or receiving a
credit of Nil Paid Rights to a stock account in CREST in any territory other than the United Kingdom may
treat the same as constituting an invitation or offer to him unless it would be legal to do so in the relevant
jurisdiction. Save as set out below, no person in any territory other than the United Kingdom should use the
Provisional Allotment Letter or deal with Nil Paid Rights or Fully Paid Rights in CREST unless in the relevant
territory such an invitation or offer could lawfully be made to him and the Provisional Allotment Letter, Nil
Paid Rights or Fully Paid Rights in CREST could lawfully be dealt with without contravention of any
registration or other legal requirements.

Persons (including, without limitation, custodians, nominees and trustees) receiving a copy of this document
and/or a Provisional Allotment Letter or whose stock account in CREST is credited with Nil Paid Rights or
Fully Paid Rights should not, in connection with the Rights Issue, distribute or send the same, or transfer Nil
Paid Rights or Fully Paid Rights to any person in or into any jurisdiction where to do so would or might
contravene local securities laws or regulations. If a Provisional Allotment Letter or credit of Nil Paid Rights or
Fully Paid Rights in CREST is received by any person in any such territory, or by their agent or nominee, he
must not seek to take up the rights represented thereby or renounce the Provisional Allotment Letter except
under an express written agreement between him and DS Smith. Any person who does forward this document
or a Provisional Allotment Letter into any jurisdiction other than the United Kingdom (whether under a
contractual or legal obligation or otherwise) should draw the recipient’s attention to the contents of this
paragraph 7.

Subject to paragraphs 7(c) and (d) of this Part 2, any person (including, without limitation, custodians,
nominees and trustees) outside the United Kingdom wishing to take up his rights under the Rights Issue must
satisfy himself as to full observance of the applicable laws of any relevant territory including obtaining any
requisite governmental or other consents, observing any other requisite formalities and paying any issue,
transfer or other taxes due in such territories. The comments set out in this paragraph 7 of Part 2 are intended
as a general guide only and any Qualifying Shareholder who is in doubt as to his position should consult his
professional adviser without delay.

The Company may treat as invalid any acceptance or purported acceptance of the offer of New Ordinary
Shares which appears to DS Smith or its agents to have been executed, effected or despatched in a manner
which may involve a breach of the laws of any jurisdiction or if it believes or its agents believe that the same
may violate applicable legal or regulatory requirements or if, in the case of a Provisional Allotment Letter, it
provides an address for delivery of share certificates for New Ordinary Shares or in the case of a credit of New
Ordinary Shares in CREST to a CREST member or CREST sponsored member whose registered address
would be in the United States, Canada, Japan, Australia or the Republic of South Africa or any other
jurisdiction outside the United Kingdom in which it would be unlawful to deliver such share certificates. The
attention of Qualifying Shareholders with registered addresses in such jurisdictions or who are citizens or
residents in such jurisdictions is drawn to paragraphs 7(b) and (c¢) of this Part 2 below.
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Despite any other provision of this document or the Provisional Allotment Letter, DS Smith reserves the right
to permit any Qualifying Shareholder to take up his rights if DS Smith in its sole and absolute discretion is
satisfied that the transaction in question is exempt from or not subject to the legislation or regulations giving
rise to the restrictions in question.

Those DS Smith Shareholders who wish, and are permitted, to take up their entitlement should note that
payments must be made as described in paragraphs 3 (Qualifying non-CREST Shareholders) and 4 (Qualifying
CREST Shareholders) of this Part 2 above.

The provisions of paragraph S of this Part 2 will apply generally to Overseas Shareholders who are unable to
take up New Ordinary Shares provisionally allotted to them.

Specific restrictions relating to certain jurisdictions are set out below.

(b)  United States of America

None of the Nil Paid Rights, the Provisional Allotment Letters or the New Ordinary Shares have been or will
be registered under the US Securities Act, or under the securities laws of any state of the United States.
Accordingly, the Nil Paid Rights, the Provisional Allotment Letters and the New Ordinary Shares may not be
offered, sold, renounced or transferred directly or indirectly in or into the United States except pursuant to an
exemption from, or in a transaction not subject to, the registration requirements of the US Securities Act and in
compliance with any applicable state securities laws.

Accordingly, no prospectus or Provisional Allotment Letter in relation to the New Ordinary Shares will be sent
to, and no Nil Paid Rights will be credited to a stock account in CREST of, any Qualifying Shareholder with a
registered address in the United States unless such shareholder satisfies the Company that a relevant exemption
is available. The Nil Paid Rights and the New Ordinary Shares are not being offered by the Company in the
United States: (i) except to qualified institutional buyers as defined in Rule 144A under the US Securities Act
(“QIBs”) in transactions that are exempt from the registration requirements of the US Securities Act; and (ii) to
certain persons in transactions pursuant to Regulation S under the US Securities Act (“Eligible US Holders”).

Shareholders and beneficial owners that are in the United States and are Eligible US Holders should contact the
Company Secretary at DS Smith (4-16 Artillery Row, London SW1P 1RZ United Kingdom Tel +44 20 7932
5000) to determine whether and how such persons may participate in the Rights Issue.

By completing and delivering a Provisional Allotment Letter or sending an MTM instruction to CRESTCo,
each applicant (other than an Eligible US Holder) warrants that he or she is not located in the United States
when executing the Provisional Allotment Letter or sending such MTM instruction, is not executing the
Provisional Allotment Letter or sending such MTM Instruction on a non-discretionary basis on behalf of a
person located in the United States at the time the instruction to accept was given, and is not taking up the
rights or acquiring New Ordinary Shares with a view to the offer, sale, resale, transfer, delivery or distribution
of any such Nil Paid Rights or New Ordinary Shares directly or indirectly in or into the United States. The Nil
Paid Rights may only be resold or otherwise transferred in an “offshore transaction” as defined in Regulation S
under the US Securities Act.

The Company reserves the right to treat as invalid any Provisional Allotment Letter or MTM instruction that
appears to the Company to have been executed in or dispatched or sent from the United States, or that
provides an address outside the United Kingdom for the receipt of share certificates.

The provisions set out in paragraph 5 of this Part 2 will apply to the rights of Qualifying Shareholders with
registered addresses in the United States unless they take up their Nil Paid Rights pursuant to a relevant
exemption having satisfied the Company that they are an Eligible US Holder that is acquiring the New
Ordinary Shares pursuant to an exemption from the registration requirements of the US Securities Act.

(c) Canada, Australia, Japan and the Republic of South Africa

Due to restrictions under the securities laws of Canada, Australia, Japan and the Republic of South Africa, no
Provisional Allotment Letter in relation to the New Ordinary Shares will be sent to, and no Nil Paid Rights
will be credited to a stock account in CREST of, Qualifying Shareholders with registered addresses in, and the
New Ordinary Shares may not be transferred or sold to or renounced or delivered in, any of those countries.
Accordingly, no offer of New Ordinary Shares is being made by virtue of this document into Canada,
Australia, Japan and the Republic of South Africa.
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If a Qualifying Shareholder with a registered address in, or resident in any of Canada, Australia, Japan or the
Republic of South Africa can demonstrate to the satisfaction of the Company and Cazenove that receipt, or
acceptance, of the offer in such jurisdiction will not breach local securities law then the Company in its
absolute discretion may either arrange for him to be sent a Provisional Allotment Letter or if he is a Qualifying
non-CREST Shareholder or, if he is a Qualifying CREST Shareholder, arrange for Nil Paid Rights to be
credited to the relevant CREST stock account.

The provisions set out in paragraph 5 of this Part 2 will apply to the rights of Qualifying Shareholders with
registered addresses in Canada, Australia, Japan and the Republic of South Africa that are not taken up.

(d)  Owerseas territories other than the United States, Canada, Australia, Japan and the Republic of South
Africa

Prospectuses and Provisional Allotment Letters will be sent to Qualifying non-CREST Shareholders other than
those Qualifying non-CREST Shareholders who have registered addresses in the United States, Canada,
Australia, Japan or the Republic of South Africa and Nil Paid Rights will be credited to the CREST stock
accounts of Qualifying CREST Shareholders other than those Qualifying Shareholders who have registered
addresses in the United States, Canada, Australia, Japan or the Republic of South Africa. Such Qualifying
Shareholders may, subject to the laws of their relevant jurisdiction, accept the Rights Issue in accordance with
the instructions set out in this document and, in the case of Qualifying non-CREST Shareholders only, the
Provisional Allotment Letter. In cases where non United Kingdom Shareholders do not take up Nil Paid Rights
provisionally allotted to them, the provisions of paragraph 5 of this Part 2 will apply.

Persons resident in, or who are citizens of countries other than the United Kingdom should consult their
professional advisers as to whether they require any governmental or other consents or need to observe any
other formalities to enable them to take up their rights.

If you are in any doubt as to your eligibility to accept the offer of New Ordinary Shares, you should contact
your professional adviser immediately.

8. Times and Dates

The Company shall in its discretion and after consultation with its financial and legal advisers (and with the
agreement of Cazenove) be entitled to amend the dates that Provisional Allotment Letters are despatched or
dealings in Nil Paid Rights commence and amend or extend the latest date for acceptance under the Rights
Issue and all related dates set out in this document and in such circumstances shall notify the UK Listing
Authority, a Regulatory Information Service approved by the UK Listing Authority and, if appropriate,
DS Smith Shareholders.

9. Governing Law

The terms and conditions of the Rights Issue as set out in this document and the Provisional Allotment Letter
shall be governed by, and construed in accordance with, the laws of England.
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Part 3 — Unaudited Interim Results of the DS Smith Group for
the six months ended 31 October 2003

Set out below is the full text from the unaudited, consolidated interim results of DS Smith for the six months
ended 31 October 2003.

“"HIGHLIGHTS
Financial

Turnover: £744.7m (first half 2002/03: £741.1m)

Profit before tax and amortisation of intangibles: £39.3m (£44.8m)

Return on average capital employed: 11.0% (12.7%)

Earnings per share before amortisation of intangibles: 8.8p (10.1p)

Cash inflow before dividends and acquisitions: £17.0m (inflow of £18.3m)

Gearing: 44.2% (47.5%)

Results after amortisation of intangibles: profit before tax £38.0m (£43.9m); earnings per share 8.4p
(9.8p)

Operations

® A robust performance given the cyclical downturn in the paper market
e  Further progress in Corrugated Packaging
° Spicers’ profit improvement continues

OVERVIEW

Market conditions remained difficult in the first half and, as expected, margins in our Paper business were
significantly affected by the continuing cyclical downturn in the paper market. We produced a robust result
across the Group and our focus on raising operational performance was reflected in further profit
improvements in Corrugated Packaging and at Spicers.

Group turnover for the half year to 31 October 2003 was slightly ahead at £744.7 million (first half 2002/03:
£741.1 million). Operating profit before amortisation of intangibles was £43.5 million (£48.6 million) and the
operating margin was 5.8% (6.6%). Return on average capital employed for the six months was 11.0%
(12.7%).

Profit before tax and amortisation of intangibles was £39.3 million (£44.8 million) and earnings per share
before amortisation of intangibles were 8.8 pence (10.1 pence).

There was a cash inflow before dividends and acquisitions of £17.0 million (£18.3 million). Net borrowings
were £215.8 million at the end of first half 2003/04 (£217.9 million) resulting in lower gearing of 44.2%
(47.5%). Interest cover before amortisation of intangibles remained strong at 8.1 times.

INTERIM DIVIDEND

The Board announces an unchanged interim dividend of 2.8 pence per share which will be paid on 9 March
2004 to ordinary shareholders on the register at the close of business on 6 February 2004.

OPERATING REVIEW
Packaging

Total sales were £484.0 million (£475.2 million) and operating profit before amortisation of intangibles was
£35.2 million (£39.2 million). Operating margin was 7.3% (8.2%) and return on average capital employed
was 10.7% (12.6%).

Paper and Corrugated Packaging

Sales in the Paper and Corrugated Packaging segment were £376.4 million (£377.2 million). Operating profit
before amortisation of intangibles was £27.7 million (£31.6 million) with lower profits in Paper being partly
offset by higher profits in Corrugated Packaging. Operating margin was 7.4% (8.4%) while return on average
capital employed was 10.7% (12.6%).
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Paper

During the first half of the financial year there was pressure on the price of corrugated case materials (CCM) in
both our UK and French paper operations. Margins were further squeezed by the fluctuating cost of our
principal raw material, recovered paper and, specific to the UK, lower demand for Packaging Recovery Notes
(PRNs). Government recycling targets have a large influence on demand for PRNs and the recently announced
future targets are expected to lead to some firming of the market during 2004.

Our UK paper business, St Regis, increased its production volumes through raised efficiency, which enabled it
to maintain its substantial share of the domestic market and increase its exports, assisted by the euro
strengthening against sterling. Towards the end of the first half we experienced increased energy and starch
prices, and further adverse movements in recovered paper prices. These factors combined are contributing to
continuing uncertainty in the outlook for CCM margins in the second half of the year.

A new warehouse at Kemsley mill, which will reduce the use of third party warehousing, has been
commissioned. The Severnside collection and recycling operation continued to develop its collection
infrastructure with the acquisition of a depot in Hull in May 2003.

Corrugated Packaging

Weak economic conditions, particularly in manufacturing, resulted in overall demand for corrugated board in
our major markets remaining soft, with demand falling in the first nine months of calendar year 2003 by 1.2%
in the UK and 1.6% in Europe as a whole*. Demand growth was stronger in Italy, Poland and Turkey.

Despite some price pressure, profit in our Corrugated Packaging operations continued to advance through
targeting higher added value or growing market segments and through cost control.

In the UK, our sheet feeding operations suffered from heavy price pressure, although our recently acquired
speciality sheet feeding plant performed well. Results from the conventional corrugated plants were mixed but
the speciality, heavy duty and sheet plant segments made encouraging progress. A small acquisition of the
northern UK corrugated businesses of Macfarlane Group Plc was completed on 3 November.

The French corrugated operations performed well through developing their business in higher added value
products and good cost management. The Italian business maintained its growth, supported by the recent
investment in its new lightweight corrugated factory, while in Poland, our developing positions in speciality
products contributed to higher sales and profits. The Turkish business has made significant progress towards
profitability through increased sales and cost reduction.

Plastic Packaging

DS Smith Plastics’ turnover increased by 10% to £107.6 million. Operating profit before amortisation of
intangibles was marginally lower at £7.5 million (£7.6 million) and operating margin was 7.0% (7.8%).
Return on average capital employed was 10.5% (12.5%).

We made sales and profit progress in our two principal business sectors, liquid packaging and dispensing and
returnable transit packaging, but the division’s overall performance was held back by the results at two small
operations. The first of these, our specialist coating business, suffered a reduction in exports to Asia and the
Middle East during the first half of the financial year; these sales have begun to recover in recent months. The
second is a new business, StePac, in which we have been investing and which specialises in modified
atmosphere packaging for preserving the quality of fresh fruit and vegetables in transit.

In liquid packaging and dispensing, sales growth was maintained and profits were slightly ahead. There was
some softening of markets due to economic conditions, which particularly affected sales of higher margin
products including detergent taps in the USA.

Sales and profits in industrial returnable transit packaging advanced well assisted by continued growth and
good cost management in extruded products. The injection moulded crate business benefited from strong
demand from the brewing sector, driven by product innovation and new environmental regulations in
Germany.

Source: European Federation of Corrugated Board Manufacturers
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Office Products

Total Office Products sales were £260.7 million (£265.9 million) while operating profit before amortisation of
intangibles was £8.3 million (£9.4 million). Operating margin was 3.2% (3.5%) and return on average capital
employed was 12.6% (12.8%).

The office products market across Europe remains weak due to the effects of the economic slow-down on
office activity; sales volumes continue to fall and customers are buying lower specification products than
previously.

Office Products Wholesaling

Spicers’ sales increased slightly to £244.4 million (£243.0 million) and operating profit before amortisation of
intangibles advanced from £6.8 million to £7.2 million. Operating margin moved ahead from 2.8% to 2.9%
and return on average capital employed progressed from 10.6% to 12.2%.

This result was achieved through the programme of operational initiatives commenced in early 2002. In the
UK, Spicers continued to make progress through sales initiatives, further reductions in operating costs and
maintaining high service levels. The French business, which was affected by the more recent downturn in its
market, has cut costs and increased sales activity to stimulate demand. In Germany, customer confidence in
our service capability is resulting in a good rate of sales growth although results have been affected by a limited
number of bad debts; the business is making encouraging progress towards profitability. The Spanish
operation, launched in April 2002, is achieving sales growth ahead of expectations. Preparation continues for
entering the Italian market during 2004/05.

Office Products Manufacturing

John Dickinson’s sales were £24.4 million (£32.2 million) and operating profit was £1.1 million (£2.6 million);
the previous year’s result included sales of £4.4 million and operating profit of £0.5 million from the Spicer
Hallfield business which was sold in February 2003. Operating margin was 4.5% (8.1%) and return on
average capital employed was 15.1% (28.1%).

Trading conditions were difficult in both branded products and envelopes with the latter business being
additionally affected by continued intense competition from continental Europe. This is being addressed
through sales and marketing initiatives and further cost reduction in both business areas.

BOARD APPOINTMENTS

With effect from 9 December 2003, the Board has been further strengthened by the appointment of two
additional Directors.

Jean-Paul Loison is appointed as an Executive Director of the Company and brings to the Board his extensive
international expertise in the packaging industry. Jean-Paul, aged 61, is currently Divisional Chief Executive of
the Kaysersberg Packaging division of DS Smith Plc with responsibility for the Group’s continental European
Paper and Corrugated Packaging operations. He joined Kaysersberg Packaging S.A. in 1970 and held various
senior management positions before becoming Divisional Chief Executive in 1993 following its acquisition by
DS Smith in the previous year.

Christopher J Bunker is appointed as a Non-executive Director of the Company. Christopher, aged 56, is
currently Finance Director of the Water Division of RWE AG and was previously Group Finance Director of
Thames Water Plc. Prior to that he was Group Finance Director of Tarmac Plc, Commercial Director of GKN
Aerospace and Defence and Finance Director of Westland Group Plc. He is currently a Non-executive Director
of John Mowlem Plc. Christopher’s breadth of financial experience in public companies will be a valuable
addition to the Board.

OUTLOOK

Although sales volumes are increasing in some areas of the Group, pricing remains under pressure. We are
working on further ways to enhance our market positions and drive efficiencies. For the full year we anticipate
delivering results broadly in line with expectations.
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GROUP PROFIT AND LOSS ACCOUNT

Half year to

Half year to

31 October 31 October Year to
2003 2002 30 April 2003
(unaudited) (unaudited)
Note £m £m £m
Turnover 2 744.7 741.1 1,479.0
Operating profit
Before exceptional items and amortisation of intangibles 2 43.5 48.6 88.0
Amortisation of intangibles (1.5) (1.1) (2.6)
Group operating profit 42.0 47.5 85.4
Share of profits of associated undertakings
Before amortisation of intangibles 1.3 1.6 2.6
Amortisation of intangibles 0.2 0.2 0.4
1.5 1.8 3.0
Total operating profit 43.5 49.3 88.4
Exceptional loss on sale of businesses — — (8.5)
Profit on ordinary activities before interest 43.5 49.3 79.9
Net interest payable and other similar items (5.5) (5.4) (10.9)
Profit on ordinary activities before taxation
Before exceptional items and amortisation of intangibles 39.3 44.8 79.7
Exceptional loss on sale of businesses 3 — — (8.5)
Amortisation of intangibles (1.3) (0.9) (2.2)
38.0 43.9 69.0
Tax on profit on ordinary activities 4 (10.6) (12.1) (21.6)
Profit on ordinary activities after taxation 27.4 31.8 47.4
Minority interests — equity (0.4) (0.4) (0.3)
Profit for the financial period 27.0 31.4 471
Dividends (9.0) (9.0) (28.2)
Retained profit for the financial period 18.0 22.4 18.9
Earnings per share:
Basic S 8.4p 9.8p 14.7p
Diluted 5 8.4p 9.8p 14.6p
Adjusted 5 8.8p 10.1p 18.0p
Dividends per share 2.8p 2.8p 8.8p

The Group’s results shown above are derived from continuing operations. There were no material acquisitions
or discontinued operations in the previous year or the current half year.
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GROUP STATEMENT OF TOTAL RECOGNISED GAINS AND LOSSES

Half year to Half year to Year to
31 October 31 October 30 April
2003 2002 2003
(unaudited) (unaudited)
£m £m £m
Profit for the financial period 27.0 31.4 471
Exchange differences on foreign currency net investments (4.9) (2.5) 7.3
Total recognised gains and losses relating to the financial period 22.1 28.9 54.4
GROUP RECONCILIATION OF MOVEMENTS IN SHAREHOLDERS' FUNDS
Half year to Half year to Year to
31 October 31 October 30 April
2003 2002 2003
(unaudited) (unaudited)
£m £m £m
Profit for the financial period 27.0 31.4 47.1
Dividends (9.0) (9.0) (28.2)
Retained profit for the financial period 18.0 22.4 18.9
Exchange differences on foreign currency net investments (4.9) (2.5) 7.3
Goodwill previously written off — — 7.4
New share capital issued 1.7 — 0.4
Increase in shareholders’ funds 14.8 19.9 34.0
Opening shareholders’ funds 472.9 438.9 438.9
Closing shareholders’ funds 487.7 458.8 472.9

The difference between reported and historical cost profits for the periods reported above is not material.

30



Part 3 - Unaudited Interim Results of the DS Smith Group for the six months ended 31 October 2003

GROUP BALANCE SHEET

As at As at
31 October 31 October  Asat 30 April
2003 2002 2003
(unaudited) (unaudited)
£m £m £m
Fixed assets
Intangible assets 51.7 47.5 49.0
Tangible assets 541.9 546.7 560.9
Investments 29.5 28.5 29.0
623.1 622.7 638.9
Current assets
Stocks 145.2 148.5 155.2
Debtors 346.3 336.3 334.3
Short term investments 25.2 11.7 26.7
Cash at bank and in hand 52.2 45.8 27.7
568.9 542.3 543.9
Creditors: amounts falling due within one year
Trade and other creditors (313.9) (336.1) (355.9)
Borrowings (24.3) (24.0) (142.7)
Net current assets 230.7 182.2 45.3
Total assets less current liabilities 853.8 804.9 684.2
Creditors: amounts falling due after more than one year
Borrowings (268.9) (251.4) (114.0)
Other (4.4) (1.9) (2.7)
Provisions for liabilities and charges (87.0) (86.0) (87.9)
493.5 465.6 479.6
Minority interests — equity (5.8) (6.8) (6.7)
Net assets 487.7 458.8 472.9
Capital and reserves
Called up share capital 32.3 32.1 32.2
Share premium account 190.5 188.7 188.9
Revaluation reserve 8.8 8.9 8.8
Profit and loss account 256.1 229.1 243.0
Shareholders’ funds — equity 487.7 458.8 472.9
Gearing (net debt expressed as a percentage of shareholders’ funds) 44.2% 47.5% 42.8%
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GROUP CASH FLOW STATEMENT

Half year to Half year to Year to
31 October 31 October 30 April
2003 2002 2003
(unaudited) (unaudited)
Note £m £m £m
Net cash inflow from operating activities 6 59.7 64.7 142.0
Returns on investments and servicing of finance (5.6) (5.6) (7.5)
Taxation (11.5) (7.2) (15.1)
Capital expenditure and investments
Purchase of tangible fixed assets (27.5) (34.2) (63.4)
Sale of tangible fixed assets 1.5 1.4 4.2
Purchase of holding company shares (1.0) (0.9) (0.8)
Purchase of fixed asset investments — (0.1) (0.1)
Sale of fixed asset investments 1.4 0.2 0.6
Net cash outflow from capital expenditure and investments (25.6) (33.6) (59.5)
Cash inflow before dividends and acquisitions 17.0 18.3 59.9
Acquisitions and disposals (14.8) (17.3) (16.1)
Equity dividends paid (19.2) (19.1) (28.2)
Net cash (outflow)/inflow before use of liquid resources
and financing (17.0) (18.1) 15.6
Management of liquid resources 0.2 4.6 (8.4)
Issue of ordinary shares 1.7 — 0.3
Financing — net increase/(decrease) in debt 74.6 44.0 (29.9)
Increase/(decrease) in cash in the period 59.5 30.5 (22.4)
Reconciliation of net cash flow to movement in net debt
Increase/(decrease) in cash in the period 59.5 30.5 (22.4)
(Increase)/decrease in debt financing (74.6) (44.0) 29.9
(Decrease)/increase in liquid resources (0.2) (4.6) 8.4
Increase in net debt resulting from cash flows (15.3) (18.1) 15.9
Net debt acquired with subsidiary undertakings — (2.0) (2.0)
Exchange differences 1.8 (1.9) (20.3)
Increase in net debt in the period (13.5) (22.0) (6.4)
Opening net debt (202.3) (195.9) (195.9)
Closing net debt (215.8) (217.9) (202.3)
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NOTES TO THE ACCOUNTS
1. Basis of preparation

The interim financial information, which is unaudited, has been prepared using the same policies as those
adopted in the accounts for the financial year ended 30 April 2003. Those accounts have been reported on by
the company’s auditors and delivered to the Registrar of Companies. The report of the auditors was
unqualified and did not contain an adverse statement under section 237(2) or (3) of the Companies Act 1985.

2. Analysis of Group turnover, profit and capital employed

Half year to Half year to Year to
31 October 31 October 30 April
2003 2002 2003
(unaudited) (unaudited)
£m £m £m
Turnover
Packaging;: Paper & Corrugated Packaging 376.4 377.2 747.0
Plastic Packaging 107.6 98.0 195.0
484.0 475.2 942.0
Office Products: Wholesaling 244.4 243.0 495.6
Manufacturing 24.4 32.2 59.7
Intra-segment sales (8.1) (9.3) (18.3)
260.7 265.9 537.0
744.7 741.1 1,479.0
By origin: United Kingdom 415.6 440.2 865.5
Rest of World 329.1 300.9 613.5
744.7 741.1 1,479.0
Operating profit (see a) below)
Packaging;: Paper & Corrugated Packaging 27.7 31.6 531
Plastic Packaging 7.5 7.6 14.7
352 39.2 67.8
Office Products: Wholesaling 7.2 6.8 16.2
Manufacturing 1.1 2.6 4.0
8.3 9.4 20.2
43.5 48.6 88.0
By origin: United Kingdom 27.6 33.9 59.7
Rest of World 15.9 14.7 28.3
43.5 48.6 88.0
Capital employed (see b) below)
Packaging;: Paper & Corrugated Packaging 507.5 495.4 500.6
Plastic Packaging 139.3 128.0 136.0
646.8 623.4 636.6
Office Products: Wholesaling 118.3 123.7 122.3
Manufacturing 14.1 18.8 13.8
132.4 142.5 136.1
779.2 765.9 772.7
By origin: United Kingdom 485.3 478.1 456.9
Rest of World 293.9 287.8 315.8
779.2 765.9 772.7
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2. Analysis of Group turnover, profit and capital employed (continued)

Half year to Half year to

31 October 31 October Year to
2003 2002 30 April 2003
(unaudited) (unaudited)
Return on Sales Paper & Corrugated Packaging 7.4% 8.4% 71%
Packaging: Plastic Packaging 7.0% 7.8% 7.5%
7.3% 8.2% 7.2%
Office Products: Wholesaling 2.9% 2.8% 3.3%
Manufacturing 4.5% 8.1% 6.7%
3.2% 3.5% 3.8%
5.8% 6.6% 5.9%
By origin: United Kingdom 6.6% 7.7% 6.9%
Rest of World 4.8% 4.9% 4.6%
5.8% 6.6% 5.9%
Return on average capital employed (see c) below)

Packaging: Paper & Corrugated Packaging 10.7% 12.6% 10.6%
Plastic Packaging 10.5% 12.5% 11.5%
10.7% 12.6% 10.7%
Office Products: Wholesaling 12.2% 10.6% 12.7%
Manufacturing 15.1% 28.1% 23.1%
12.6% 12.8% 14.0%
11.0% 12.7% 11.3%
By origin: United Kingdom 11.4% 14.0% 12.4%
Rest of World 10.3% 10.4% 9.7%
11.0% 12.7% 11.3%

a)  Operating profit is stated before exceptional items and amortisation of intangibles.

b)  Capital employed excludes fixed asset investments, net borrowings, deferred consideration due in respect
of acquisitions, corporation tax, dividends payable and minority interests.

¢)  Return on average capital employed for the half year is calculated as twice the operating profit divided by
the average capital employed including the intangible assets on the balance sheet.

3. Exceptional items

The loss on sale of businesses last year included £7.4m of goodwill previously written off to reserves.

4. Taxation

Tax on profits before exceptional items and amortisation of intangibles has been charged at an effective rate of
27.0% (half year to 31 October 2002: 27.0%; year to 30 April 2003: 27.1%), being the expected full year
effective rate.

The tax charge for the period consists of UK taxation of £4.2m (half year to 31 October 2002: £5.8m; year to
30 April 2003: £9.0m) and overseas taxation of £6.4m (half year to 31 October 2002: £6.3m; year to 30 April
2003: £12.6m).
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5. Earnings per share

The basic earnings per share have been calculated on the profit for the period of £27.0m (half year to
31 October 2002: £31.4m; year to 30 April 2003: £47.1m) and on 321.1m (half year to 31 October 2002:
320.3m; year to 30 April 2003: 320.3m) ordinary shares, being the weighted average in issue and fully paid
during the period.

The adjusted earnings per share excludes the effect of exceptional items and amortisation of intangibles and
has been calculated on the adjusted profit for the period of £28.3m (half year to 31 October 2002: £32.3m;
year to 30 April 2003: £57.8m).

6. Reconciliation of operating profit to net cash inflow from operating activities

Half year to Half year to

31 October 31 October Year to
2003 2002 30 April 2003
(unaudited) (unaudited)
£m £m £m
Operating profit before exceptional items and amortisation of
intangibles 43.5 48.6 88.0
Depreciation 31.7 30.8 62.2
Profit on sale of tangible fixed assets (0.3) — (0.4)
Working capital (14.8) (11.8) (6.0)
Increase/(decrease) in provisions (0.3) (3.2) (3.3)
Other non cash operating items (0.1) 0.3 1.5
Net cash inflow from operating activities 59.7 64.7 142.0
7. Analysis of net debt (unaudited)
At At
30 April Exchange 31 October
2003 Acquired Cash flow differences 2003
£m £m £m £m £m
Cash at bank and in hand 27.7 — 26.0 (1.5) 52.2
Overdrafts (39.8) — 33.5 0.1 (6.2)
(12.1) — 59.5 (1.4) 46.0
Debt due after one year (110.1) — (160.0) 4.2 (265.9)
Debt due within one year (101.9) — 84.9 0.2 (16.8)
Finance leases (4.9) — 0.5 0.1 (4.3
(216.9) — (74.6) 4.5 (287.0)
Short term investments 26.7 — (0.2) (1.3) 25.2
Total (202.3) — (15.3) 1.8 (215.8)”
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PRICEAVATERHOUSE( QOPERS

PricewaterhouseCoopers LLP
1 Embankment Place
London WC2N 6RH

The Directors

DS Smith Plc

4-16 Artillery Row
London

SW1P 1RZ

UBS Limited

1 Finsbury Avenue
London

EC2M 2PP

Cazenove & Co. Ltd
20 Moorgate
London EC2R 6DA

4 March 2004

Dear Sirs

LINPAC Containers Group
Introduction

We report on the combined financial information (the “Combined Financial Information”) set out below. This
Combined Financial Information has been prepared for inclusion in the prospectus dated 4 March 2004 (the
“Prospectus”) relating to the proposed acquisition by DS Smith Plc (the “Company”) of LINPAC Containers
Limited and its subsidiary Shorepac Limited (the “LINPAC Containers Group”).

Basis of preparation

The Combined Financial Information set out below is based on previously unpublished standard accounting
forms used in the preparation of the audited consolidated LINPAC Group Holdings Limited (“LINPAC Group
Holdings”) financial statements for the three years ended 31 December 2003 and has been prepared on the
basis set out in note 1.

Responsibility

The standard accounting forms are the responsibility of the directors of the LINPAC Containers Group, who
approved their issue.

The directors of the Company are responsible for the contents of the Prospectus in which this report is

included.

It is our responsibility to compile the Combined Financial Information set out in our report from the audited
standard accounting forms, to form an opinion on the Combined Financial Information and to report our
opinion to you.
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Basis of opinion

We conducted our work in accordance with the Statements of Investment Circular Reporting Standards issued
by the Auditing Practices Board. Our work included an assessment of evidence relevant to the amounts and
disclosures in the Combined Financial Information. The evidence included that previously obtained by the
auditor relating to the audit of the financial statements and standard accounting forms underlying the
Combined Financial Information. Our work also included an assessment of significant estimates and
judgements made by those responsible for the preparation of the Combined Financial Information and
whether the accounting policies are appropriate to the circumstances of the LINPAC Containers Group,
consistently applied and adequately disclosed.

We planned and performed our work so as to obtain all the information and explanations which we
considered necessary in order to provide us with sufficient evidence to give reasonable assurance that the
Combined Financial Information is free from material misstatement, whether caused by fraud or other
irregularity or error.

Opinion

In our opinion, the Combined Financial Information gives, for the purposes of the Prospectus, a true and fair
view of the state of affairs of the LINPAC Containers Group as at the dates stated and of its profits, cash flows
and total recognised gains and losses for the years then ended.
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COMBINED PROFIT AND LOSS ACCOUNTS

Year ended 31 December

2001 2002 2003
Notes £000 £000 £000
Turnover 3

— Continuing operations 167,853 163,247 164,001
— Discontinued operations 10,461 10,928 2,155
178,314 174,175 166,156
Cost of sales (144,137) (137,422) (123,921)
Gross profit 34,177 36,753 42,235
Net operating expenses 4 (28,335) (29,340) (28,577)
— Continuing operations 5,448 6,840 13,394
— Discontinued operations 394 573 264
Group operating profit 5,842 7,413 13,658
Share of operating loss of associate company (56) (40) —
Total operating profit 5 5,786 7,373 13,658
Profit on disposal of properties 6 — — 2,309
Profit on sale of Portugal — discontinued operations 6 — — 7,500
Net interest receivable 9 964 1,149 2,204
Profit on ordinary activities before taxation 6,750 8,522 25,671
Tax on profit on ordinary activities 10 (2,031) (2,629) (4,898)
Profit on ordinary activities after taxation 4,719 5,893 20,773
Minority interest — (7) (17)
Profit for the financial year after minority interest 22 4,7