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Remuneration Report continued

(m) Directors’ emoluments (auditable)
Pension Pension

Salary/ Annual Deferred Pension 2007 2006 contributions contributions
fees bonus bonus Benefits supplement total total 2007 2006

£’000 £’000 £’000 £’000 £’000 £’000 £’000 £’000 £’000

Chairman
P M Johnson 77 – – 5 – 82 39 – –

Chief Executive
A D Thorne 492 290 166 16 – 964 491 16 16

Finance Director
G M Morris 279 131 60 16 50 536 329 10 8

Non-Executives
R G Beeston 50 – – – – 50 49 – –
C J Bunker 49 – – – – 49 46 – –
R E C Marton 40 – – – – 40 39 – –
P J C Mellier* 29 – – – – 29 – – –
D R Piette 45 – – – – 45 44 – –

1,061 421 226 37 50 1,795 1,037 26 24
* appointed 7 September 2006

Compensation Pension Pension
Salary/ Annual Deferred for loss of 2007 2006 contributions contributions

fees bonus bonus Benefits office total total 2007 2006
Past Directors £’000 £’000 £’000 £’000 £’000 £’000 £’000 £’000 £’000

A P Hichens 113 – – 21 – 134 194 – –
J-P Loison 108 59 – 7 – 174 360 – –

Total 221 59 – 28 – 308 554 – –

Mr Morris is subject to the Scheme specific earnings cap and therefore he received an additional non-pensionable payment during the year. In addition to
the remuneration disclosed above, Mr Loison was paid consultancy fees of £30,289 after 30 September 2006. This related to chairing DS Smith’s Toscana
business in Italy, chairing DS Smith Plastics’ RTP business in Europe and supporting and advising the Group’s paper purchasing activities. Mr Loison’s salary
and benefits in kind from DS Smith Kaysersberg S.A.S. were paid in euros and have been converted to sterling at the average exchange rate for the year.
Mr Hichens was paid £3,381 in respect of office expenses after 31 December 2006. The deferred bonus has been included in the table above as it was
awarded in respect of the results for the financial year 2006/07. Shares in DS Smith Plc to the value of the deferred bonus will be purchased on 26 July
2007 and held in the Executive Directors’ Deferred Bonus Plan. The shares are transferred to participants on the third anniversary of the award, but lapse
on termination of employment. The total emoluments of Mr Thorne excluding the deferred bonus were £798,000. The total emoluments of Mr Morris
excluding the deferred bonus were £476,000.
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(n) Directors’ interests in share options (auditable)
Directors’ interests in share options over ordinary shares are as follows:

Options Options Options
Options granted exercised lapsed Options Dates
held at during during during held at Exercise from which Expiry

Name of Director 30 April 2006 the year the year the year 30 April 2007 price (p) exercisable date

A D Thorne 243,979 – – – 243,979 135.23 26 Jul 05 25 Jul 12
241,245 – – – 241,245 149.22 31 Jul 06 30 Jul 13
189,850 – – – 189,850 158.00 29 Jul 07 28 Jul 14
207,500 – – – 207,500 159.00 2 Aug 08 1 Aug 15

– 239,050 – – 239,050 149.00 1 Aug 09 31 Jul 16

G M Morris 161,152 – – – 161,152 142.69 18 Dec 05 17 Dec 12
154,129 – – – 154,129 149.22 31 Jul 06 30 Jul 13
112,950 – – – 112,950 158.00 29 Jul 07 28 Jul 14
116,950 – – – 116,950 159.00 2 Aug 08 1 Aug 15

– 134,850 – – 134,850 149.00 1 Aug 09 31 Jul 16

Past Director
J-P Loison* 88,415 – – – 88,415 169.62 30 Jul 00 29 Jul 07

61,313 – – – 61,313 187.94 31 Jul 01 30 Jul 08
9,515 – – – 9,515 167.12 30 Jul 02 29 Jul 09

93,751 – – – 93,751 155.08 5 Oct 02 4 Oct 09
93,547 – – – 93,547 159.85 31 Jul 03 30 Jul 10

128,988 – – – 128,988 151.53 26 Jul 05 25 Jul 12
142,779 – – – 142,779 148.72 31 Jul 06 30 Jul 13
113,800 – – – 113,800 157.00 29 Jul 07 28 Jul 14
119,200 – – – 119,200 153.00 2 Aug 08 1 Aug 15

* at date ceased to be a Director
Mr Loison exercised 285,228 share options under the Executive Share Option Scheme on 14 December 2006 at a price of 186.92p. On 13 February 2007 he exercised a further 61,313 share options at
a price of 205.56p. He was not a Director of the Company at the time of either of these exercises.

All of the above options were granted for nil consideration.

The market price of the ordinary shares at 30 April 2007 was 238.25p and the range during the year was 140.5p to 239.5p. Aggregate gains made
by Directors on exercise of share options in the year were £nil (2005/06: £265,822.64).

All options will be exercisable from the dates stated above, subject to them satisfying the performance target stated on page 42. Share options granted
in 2002 and 2003 can be retested, from a fixed base, until the sixth anniversary of grant. Options granted from 2004 onwards have no retest facility.
All options granted since 2002 have not yet met the performance conditions.

(o) Directors’ interests under the Restricted Share Plan (auditable)
The Restricted Share Plan ceased to be operated with effect from the financial year 2004/05. Details of the Directors’ interests in the Plan are as follows:

Awards
granted/ Awards Interests

Interests under commitments lapsed/ Market price Market price under
the Plan at made crystallised Date of on date of at date of the Plan at Exercisable Expiry

Executive Directors 30 April 2006 during year in year award award (p) exercise (p) 30 April 2007 from date

A D Thorne 71,774 – 71,774 1 Aug 03 152.0 203.0 – 1 Aug 06 31 Jul 10
43,610 – – – – – 43,610 2 Aug 07 1 Aug 11

G M Morris 28,219 – 28,219 1 Aug 03 152.0 203.0 – 1 Aug 06 31 Jul 10
25,948 – – – – – 25,948 2 Aug 07 1 Aug 11

Past Director
J-P Loison* 42,349 – 42,349 1 Aug 03 152.0 146.2 – 1 Aug 06 31 Jul 10

58,189 – – – – – 58,189 2 Aug 07 1 Aug 11

* at date ceased to be a Director

The exercise price is £1 in total, the grant being given in relation to the deferred bonus for the years ended 2002/03 and 2003/04 under the Restricted
Share Plan.
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Remuneration Report continued

(p) Directors’ interests under the Long-Term Incentive Plan (auditable)
Details of the Directors’ interests in the Plan, which is described in more detail on page 42, are as follows:

Awards
granted/ Awards Interests

Interests under commitments lapsed/ Market price Market price under Vesting date if
the Plan at made crystallised Date on date at date the Plan at performance

Executive Directors 30 April 2006 during year in year of award of award (p) of vesting (p) 30 April 2007 conditions met

A D Thorne 216,039 – – 14 Sep 04 152.7 – 216,039 14 Sep 07
210,191 – – 28 Jul 05 157.0 – 210,191 28 Jul 08

– 237,500 – 27 Jul 06 150.0 – 237,500 27 Jul 09

G M Morris 121,767 – – 14 Sep 04 152.7 – 121,767 14 Sep 07
118,471 – – 28 Jul 05 157.0 – 118,471 28 Jul 08

– 134,000 – 27 Jul 06 150.0 – 134,000 27 Jul 09

Past Director
J-P Loison* 116,530 – – 14 Sep 04 152.7 – 116,530 14 Sep 07

116,164 – – 28 Jul 05 157.0 – 116,164 28 Jul 08

* at date ceased to be a Director

(q) Directors’ interests in shares
The beneficial interests of the Directors and their families in the ordinary shares of the Company were as shown below.

30 April 2006* 30 April 2007

Name of Director Beneficial Non-beneficial Beneficial Non-beneficial

P M Johnson 230,000 – 230,000 –
A D Thorne 208,884 – 251,169 –
P J C Mellier – – 10,000 –
G M Morris 12,698 – 29,322 –
R G Beeston 30,000 – 30,000 –
C J Bunker 10,000 – 10,000 –
R E C Marton 70,000 – 100,000 –
D R Piette – – – –

* or at date of appointment

There have been no changes to the shareholdings set out above between the financial year-end and the date of the report. It is currently intended that any
ordinary shares required to fulfil entitlements under the Long-Term Incentive Plan and the Restricted Share Plan will be provided by the David S Smith Group
General Employee Benefit Trust (‘the Trust’), which buys shares on the market to do so. The Trust will also be used to fulfil certain entitlements under the
Executive Share Option Scheme (along with new issue shares for other entitlements). As beneficiaries under the Trust, the Executive Directors are deemed
to be interested in the shares held by the Trust which, at 30 April 2007, amounted to 1,912,788 ordinary shares.
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(r) Directors’ pension entitlements (auditable)
The following Executive Directors were members of defined benefit schemes provided by the Group during the year, with death in service cover. Pensions
entitlements and corresponding transfer values increased as follows:

Transfer value
of net increase Total change

Increase in accrual Transfer value Transfer value in value during
Employee Gross increase in accrued Total accrued over period of accrued of accrued period (net of

contributions paid in accrued pension net pension at (net of Director’s pension at pension at Director’s
during the pension of inflation 30 April 2007 contribution) 30 April 2007 30 April 2006 contribution)

period (1) (2) (3) (4) (5) (6) (7)
Name of Director £ £ £ £ £ £ £ £

A D Thorne 16,343 20,710 17,894 98,945 282,066 1,650,425 1,282,937 351,145
G M Morris 9,806 3,898 3,455 16,165 40,248 234,119 175,877 48,436
J-P Loison (* see note below)

Pension accruals shown are the amounts which would be paid annually on retirement, based on service to the end of the year.

Transfer values have been calculated in accordance with version 9.2 of guidance note GN11 issued by the actuarial profession.

The value of net increase (4) represents the incremental value to the Director of his service during the year, calculated on the assumption that service
terminated at the year-end. It is based on the accrued pension increase (2) after deducting the Director’s contribution.

The change in transfer value (7) includes the effect of fluctuations in the transfer value due to factors beyond the control of the Company and Directors,
such as stock market movements. It is calculated after deducting the Director’s contribution.

* Mr Loison retired on 30 September 2006. Upon retirement, Mr Loison opted to exchange part of his pension benefits for death benefits, payable to
Mr Loison’s spouse upon his death in retirement. The value of Mr Loison’s benefits at retirement was broadly equal to the value at the start of the year.
The value at the end of the year was lower than the value at the start of the year.

(s) Total shareholder return performance
The following graph illustrates the Company’s total shareholder return performance since 1 May 2002, in accordance with paragraph 4 of the Directors’
Remuneration Report Regulations 2002, relative to the FTSE 250 Index.

The Company is a member of the FTSE 250 Index and, accordingly, this index is considered to be the most appropriate comparator group for this purpose.

This graph looks at the value, by 30 April 2007, of £100 invested in Smith (DS) over the last five financial years compared with that of £100 invested
in the FTSE Mid 250 Index. The other points plotted are the values at intervening financial year-ends.

On behalf of the Board

Bob Beeston
Chairman of the Remuneration Committee
27 June 2007
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Directors’ Report

The Directors submit their Annual Report and the audited financial
statements for the financial year ended 30 April 2007. The Directors’
statement as to disclosure of information to auditors, as required by
Section 234ZA of the Companies Act 1985, is on page 50.

Principal Activities and Business Review
The Company acts as the holding company of a group, which, during
2006/07, was engaged in the production of corrugated and plastic
packaging and of paper, from recycled waste, and the distribution of office
products. A full review of the activities during the financial year ended
30 April 2007 and future developments is given in the Chairman’s
Statement, Chief Executive’s Review and Business Review on pages 4 to 37.
The principal subsidiary undertakings are listed in note 33 on page 92.

The information that fulfils the requirements of the Business Review can be
found in the Business Review on pages 15 to 37, which are incorporated
in this report by reference. The Business Review has been prepared to
meet the requirements for companies to provide an enhanced Business
Review in accordance with the March 2005 amendments to the UK’s
1985 Companies Act.

Cautionary Statement
The purpose of the Annual Report is to provide information to the members
of the Company. The Annual Report contains certain forward-looking
statements with respect to the operations, performance and financial
condition of the Group. By their nature, these statements involve uncertainty
since future events and circumstances can cause results and developments
to differ from those anticipated. Nothing in this Annual Report should be
construed as a profit forecast.

Results for the Year
The financial results are shown on pages 54 to 98.

Dividends
An interim dividend of 2.6p net per ordinary share was paid on
6 March 2007 and the Directors recommend a final dividend of 6.0p
net per ordinary share, making a total dividend to be paid for the
year of 8.6p (2005/06: 8.4p) net per ordinary share. Subject to
approval of shareholders at the Annual General Meeting to be held on
5 September 2007, the final dividend will be paid on 18 September 2007
to shareholders on the register at the close of business on 17 August 2007.
The dividends per ordinary share stated above are those actually paid
or to be paid. Historical dividends per share have been restated for the
bonus element inherent in the 26 March 2004 rights issue in the Five-Year
Financial Summary on page 99.

Share Capital
Pursuant to the Company’s employee share option schemes, 2,277,340
ordinary shares of 10p each were issued during the year. No shares
pursuant to the Company’s employee share option schemes were issued
between 30 April 2007 and 27 June 2007 inclusive. The Company has
not utilised its authority to make market purchases of shares granted to it
at the 2006 Annual General Meeting but will be seeking to renew such
authority at this year’s Meeting.

Substantial Shareholders
At 27 June 2007, the Company has been informed of the following
notifiable interests in its issued ordinary share capital:

Ordinary shares held %

AXA Investment Managers UK Ltd 50,990,453 12.97%

Schroder Investment Management Ltd 29,048,988 7.38%

Prudential Plc group of companies 22,748,186 5.78%

Sparinvest Holdings A/S 19,992,238 5.08%

Legal & General Plc 14,711,546 3.74%

Acquisitions and Disposals
There were no material acquisitions or disposals during 2006/07.

Research and Development
The Group recognises the importance of continuing to invest in research
and development. It is Group policy to develop new product specifications
commensurate with environmental needs and packaging solutions required
by customers. Research is also conducted into ways to improve product
quality and to find more cost-efficient methods of production and
distribution. Research and development is conducted within divisional
operations and expenditure is not significant.

Directors
The biographies of the present Directors are on page 8. All the Directors
served throughout the year except as follows. Mr A P Hichens, who had
served as Chairman since September 1999, retired from the Board at the
end of December 2006, having reached the age of 70. Mr P M Johnson,
who has been a non-Executive Director of the Company since December
1999, became Chairman on 1 January 2007. Mr P J C Mellier was
appointed as a non-Executive Director of the Company on 7 September
2006. Mr J P Loison retired from the Board on 30 September 2006.
Mr D R Piette retired from the Board on 30 May 2007. Other than as
previously disclosed in this Report and in respect of existing service
agreements, no Director, either during or at the end of the financial year,
has been materially interested in any significant contract or arrangement
in relation to the Group’s business.

Re-election of Directors
The Articles of Association require that all Directors who are subject to
retirement by rotation retire every three years, but they are eligible to
submit themselves for re-election by the shareholders. The Directors retiring
by rotation at the Annual General Meeting on 5 September 2007 are
Mr R G Beeston, Mr C J Bunker, and Mr A D Thorne but, being eligible,
they offer themselves for re-election at the Meeting. Mr P J C Mellier has
been appointed to the Board since the last Annual General Meeting and
in accordance with the Articles, retires from office at the Meeting and,
being eligible, offers himself for election. Following formal performance
evaluation, the individual performance of the Directors offering themselves
for re-election and election continues to be effective and they continue to
demonstrate commitment to the role.
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Directors’ Interests in Shares
The interests of the Directors and their immediate families in the ordinary
shares of 10p each of the Company, including options granted but not
yet exercised under the Executive Share Option Schemes, Restricted
Share Plan and Long-Term Incentive Plan, were as shown in the tables
on pages 45 and 46.

Directors’ Indemnities
The Company has entered into qualifying third party indemnity arrangements
for the benefit of its Directors in a form and scope which comply with the
requirements of the Companies Act 1985.

Employee Involvement and Communications
The Group is committed to effective employee communications to promote
the understanding and involvement of all its employees in the Group’s
business objectives and performance. Communications and personnel
policies have been developed to reflect the philosophy of operating
management. Information is regularly communicated by briefings and
newsletters. The Group operates a European Works Council, with
representatives drawn from across the entire workforce in the EU countries
in which the Group operates. Meetings are held to provide an exchange
of transnational information and consultation with employees. At each
meeting, presentations are made on the Group’s business strategy, financial
results, health and safety and environmental performance. The Group also
has a number of divisional national Consultation Forums which promote
information exchange, consultation and representation between the Group
and its workforce. Business decisions concerning capital investment,
employment and training take into account the Group’s public and local
responsibilities. The Group supports the involvement of its operations in
local community activities.

Equal Opportunities
The Group wholeheartedly supports the principle and achievement of
equal opportunities in employment and its policies are designed to provide
such equality irrespective of sex, creed, ethnic origin, nationality, sexual
orientation, age or disability. Every possible step will be taken to ensure
that individuals are treated equally and fairly. Depending upon their skills
and abilities, the Group applies the same criteria to disabled persons as it
does to other employees and, if necessary, retraining is offered to any of
its employees who develop a disability during such employment.

Pension Fund
The Group had, in the year under review, five UK pension arrangements:
two defined benefit schemes (which are closed to new entrants), one
defined contribution scheme, one Group personal pension plan and
a statutory Stakeholder arrangement. The defined contribution scheme was
introduced for UK employees joining the Group on or after 1 May 2005.
With effect from 30 April 2007, the two defined benefit schemes were
merged into one scheme.

The investments of the assets of the defined benefit scheme are managed
on a discretionary basis by AllianceBernstein Institutional Investment

Management Limited, Majedie Asset Management Limited, Pacific
Investment Management Company and Barclays Global Investors Limited.
The defined contribution scheme is a trust-based arrangement offering
members a range of investments with AXA Sun Life plc and external
investment fund managers, selected by the Scheme’s trustees. The Group
personal pension plan is a contract-based arrangement offering members
a range of investments with Norwich Union Life and external investment
fund managers, and the Stakeholder arrangement is provided through
Investment Solutions Limited. All such assets are held independently from
the Group. The trustees of each pension scheme send an Annual Report
to the members of that scheme. The Trustee Company of the merged
defined benefit scheme has an Investment Sub Committee, which has been
established in line with guidelines recommended in the Myners Report.

Health and Safety
The Group recognises its responsibilities and continues to promote all
aspects of health and safety in the interests of its employees and members
of the public. A Health and Safety Policy Statement has been approved
by the Board.

Payment to Suppliers
Although the Company does not follow any formal code or standard on
payment practice, the Company agrees terms and conditions in the UK
with each supplier, which include terms of payment. The Company pays
each supplier accordingly, subject to all the terms and conditions of the
order being satisfied by such supplier. The aggregate amount owed by
the Company to trade creditors at 30 April 2007 was equivalent to
36 days of purchases invoiced by suppliers during the year.

Charitable and Political Donations
The Group contributed £71,000 (2005/06: £84,000) to charities in the
UK. No payments were made to political parties. Donations were made
by operating divisions to support their local communities. The Group also
supported a number of other charities across a range of causes.

Annual General Meeting
The notice of the Annual General Meeting of the Company to be held
on 5 September 2007, together with explanations of the Resolutions to
be proposed, appears at the back of this Annual Report.

Auditors
During the year under review, KPMG Audit Plc resigned as auditors of
the Company and Deloitte & Touche LLP were appointed to fill the casual
vacancy. Resolutions to appoint Deloitte & Touche LLP as auditors of the
Company and to authorise the Directors to determine their remuneration
will be put to the Annual General Meeting.

By Order of the Board

Carolyn Cattermole
Secretary
27 June 2007
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Statement of Directors’ Responsibilities in Respect of the
Annual Report and the Financial Statements
The Directors are responsible for preparing the Annual Report and the
Group and Company financial statements in accordance with applicable
law and regulations.

Company law requires the Directors to prepare Group and Company
financial statements for each financial year. They are required to prepare
the Group financial statements in accordance with IFRS, as adopted by
the EU; they have elected to prepare the Company financial statements in
accordance with UK Generally Accepted Accounting Standards.

The Group financial statements are required by law and IFRS, as adopted
by the EU, to present fairly the financial position, financial performance
and cash flows of the Group; the Companies Act 1985 provides in relation
to such financial statements that references in the relevant part of that Act
to financial statements giving a true and fair view are references to their
achieving a fair presentation.

The Company financial statements are required by law to give a true and
fair view of the state of affairs of the Company.

In preparing each of the Group and Company financial statements, the
Directors are required to:

• select suitable accounting policies and then apply them consistently;

• make judgements and estimates that are reasonable and prudent;

• for the Group financial statements, assert whether these have been
prepared in accordance with IFRS, as adopted by the EU;

• for the Company financial statements, assert whether applicable UK
Accounting Standards have been followed, subject to any material
departures disclosed and explained in the financial statements; and

• prepare the financial statements on the going concern basis unless it is
inappropriate to presume that the Group and the Company will continue
in business.

The Directors are responsible for keeping proper accounting records that
disclose with reasonable accuracy at any time the financial position of the
Company and enable them to ensure that its financial statements comply
with the Companies Act 1985. They have general responsibility for taking
such steps as are reasonably open to them to safeguard the assets of the
Group and to prevent and detect fraud and other irregularities. Under
applicable law and regulations, the Directors are also responsible for
preparing a Directors’ Report, Remuneration Report and Corporate
Governance Report that comply with that law and those regulations.
The Directors are responsible for the maintenance and integrity of the
corporate and financial information included on the Company’s website.
Legislation in the UK governing the preparation and dissemination of
financial statements may differ from legislation in other jurisdictions.

Each Director confirms that:

(a) so far as he is aware, there is no relevant audit information of which
the Company’s auditors are unaware; and

(b) he has taken all the steps he ought to have taken as a Director in
order to make himself aware of any relevant audit information and to
establish that the Company’s auditors are aware of that information.

Directors’ Report continued
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Financial Statements and Five-Year Financial Summary
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We have audited the Group and parent Company financial statements
(the ‘financial statements’) of DS Smith Plc for the year ended 30 April 2007
which comprise the Group Income Statement, the Group and parent
Company Balance Sheets, the Group Statement of Cash Flows, the
Group Statement of Recognised Income and Expense and the related
notes 1 to 35 in the Group financial statements and notes 1 to 11 in the
parent Company financial statements. These financial statements have
been prepared under the accounting policies set out therein. We have
also audited the information in the Directors’ Remuneration Report that
is described as having been audited.

This report is made solely to the Company’s members, as a body, in
accordance with section 235 of the Companies Act 1985. Our audit work
has been undertaken so that we might state to the Company’s members
those matters we are required to state to them in an auditors’ report and
for no other purpose. To the fullest extent permitted by law, we do not
accept or assume responsibility to anyone other than the Company and
the Company’s members as a body, for our audit work, for this report,
or for the opinions we have formed.

Respective Responsibilities of Directors and Auditors
The Directors’ responsibilities for preparing the Annual Report and the
Group financial statements in accordance with applicable law and
International Financial Reporting Standards (IFRSs) as adopted by the
European Union, and for preparing the parent Company financial
statements and the Directors’ Remuneration Report in accordance with
applicable law and United Kingdom Accounting Standards (United
Kingdom Generally Accepted Accounting Practice) are set out in the
Statement of Directors’ Responsibilities.

Our responsibility is to audit the financial statements and the part of the
Directors’ Remuneration Report to be audited in accordance with relevant
legal and regulatory requirements and International Standards on Auditing
(UK and Ireland).

We report to you our opinion as to whether the financial statements give
a true and fair view and whether the financial statements and the part
of the Directors’ Remuneration Report to be audited have been properly
prepared in accordance with the Companies Act 1985 and whether, in
addition, the Group financial statements have been properly prepared in
accordance with Article 4 of the IAS Regulation. We also report to you
whether in our opinion the information given in the Directors’ Report is
consistent with the financial statements. The information given in the
Directors’ Report includes that specific information presented elsewhere
in the Report and Accounts that is cross referred from the Principal
Activities and Business Review section of the Directors’ Report.

In addition we report to you if, in our opinion, the Company has not kept
proper accounting records, if we have not received all the information and
explanations we require for our audit, or if information specified by law
regarding Directors’ Remuneration and other transactions is not disclosed.

We review whether the Corporate Governance Statement reflects the
Company’s compliance with the nine provisions of the 2003 Combined
Code specified for our review by the Listing Rules of the Financial Services
Authority, and we report if it does not. We are not required to consider

whether the Board’s statements on internal control cover all risks and
controls, or form an opinion on the effectiveness of the Group’s corporate
governance procedures or its risk and control procedures.

We read the other information contained in the Annual Report as described
in the contents section and consider whether it is consistent with the audited
financial statements. We consider the implications for our report if we
become aware of any apparent misstatements or material inconsistencies
with the financial statements. Our responsibilities do not extend to any
further information outside the Annual Report.

Basis of Audit Opinion
We conducted our audit in accordance with International Standards on
Auditing (UK and Ireland) issued by the Auditing Practices Board. An audit
includes examination, on a test basis, of evidence relevant to the amounts
and disclosures in the financial statements and the part of the Directors’
Remuneration Report to be audited. It also includes an assessment of
the significant estimates and judgments made by the Directors in the
preparation of the financial statements, and of whether the accounting
policies are appropriate to the Group’s and Company’s circumstances,
consistently applied and adequately disclosed.

We planned and performed our audit 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 financial
statements and the part of the Directors’ Remuneration Report to be audited
are free from material misstatement, whether caused by fraud or other
irregularity or error. In forming our opinion we also evaluated the overall
adequacy of the presentation of information in the financial statements
and the part of the Directors’ Remuneration Report to be audited.

Opinion
In our opinion:

• the Group financial statements give a true and fair view, in accordance
with IFRSs as adopted by the European Union, of the state of the Group’s
affairs as at 30 April 2007 and of its profit for the year then ended;

• the Group financial statements have been properly prepared in
accordance with the Companies Act 1985 and Article 4 of the IAS
Regulation;

• the parent Company financial statements give a true and fair view,
in accordance with United Kingdom Generally Accepted Accounting
Practice, of the state of the parent Company’s affairs as at 30 April 2007;

• the parent Company financial statements and the part of the Directors’
Remuneration Report to be audited have been properly prepared in
accordance with the Companies Act 1985; and

• the information given in the Directors’ Report is consistent with the
financial statements.

Deloitte & Touche LLP
Chartered Accountants and Registered Auditors
London, United Kingdom
27 June 2007

Independent Auditors’ Report to the Members of DS Smith Plc
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Consolidated Income Statement
For the year ended 30 April 2007

Before After Before After
exceptional Exceptional exceptional exceptional Exceptional exceptional

items items (note 4) items items items (note 4) items
2007 2007 2007 2006 2006 2006

Note £m £m £m £m £m £m

Revenue 2 1,766.1 – 1,766.1 1,652.7 – 1,652.7

Cost of sales (1,328.4) (13.7) (1,342.1) (1,243.0) (26.1) (1,269.1)

Gross profit 437.7 (13.7) 424.0 409.7 (26.1) 383.6

Operating expenses 3 (360.0) 15.6 (344.4) (349.3) (16.3) (365.6)

Operating profit 2,3 77.7 1.9 79.6 60.4 (42.4) 18.0

Finance income 5 1.7 – 1.7 2.3 – 2.3

Finance costs 5 (16.7) – (16.7) (14.6) – (14.6)

Employment benefit net finance income 24 8.0 – 8.0 1.2 – 1.2

Net financing costs (7.0) – (7.0) (11.1) – (11.1)

Profit after financing costs 70.7 1.9 72.6 49.3 (42.4) 6.9

Share of profit of associates 12 3.9 2.0 5.9 4.1 – 4.1

Profit before income tax 74.6 3.9 78.5 53.4 (42.4) 11.0

Income tax (expense)/credit 7 (22.8) 5.6 (17.2) (13.4) 7.7 (5.7)

Profit for the financial year 51.8 9.5 61.3 40.0 (34.7) 5.3

Profit for the financial period attributable to:

DS Smith Plc equity shareholders 51.1 9.5 60.6 38.9 (34.7) 4.2

Minority interest 0.7 – 0.7 1.1 – 1.1

Basic earnings per share (pence) 8 13.1p 15.6p 10.0p 1.1p

Diluted earnings per share (pence) 8 13.0p 15.4p 10.0p 1.1p

Dividend per share
– interim, paid (pence) 9 2.6p 2.6p

– final, proposed (pence) 9 6.0p 5.8p
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Consolidated Statement of Recognised Income and Expense
For the year ended 30 April 2007

2007 2006
Note £m £m

Actuarial gains on defined benefit pension schemes 24 17.0 54.4

Movements on deferred tax relating to actuarial gains (5.1) (16.5)

Currency translation differences, including tax of £(1.5)m (2006: tax of £1.8m) (6.7) 9.7

Changes in the fair value of cash flow hedges, including tax of £0.4m (2006: tax of £0.1m) (1.2) 0.2

Net income recognised directly in equity 4.0 47.8

Profit for the financial period 23 61.3 5.3

Total recognised income and expense attributable to equity
shareholders and minority interest relating to the financial year 65.3 53.1

Total recognised income and expense relating to the financial year attributable to:

DS Smith Plc equity shareholders 64.7 52.0

Minority interest 0.6 1.1
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Consolidated Balance Sheet
As at 30 April 2007

2007 2006
Note £m £m

Assets

Non-current assets

Intangible assets 10 192.9 195.4

Property, plant and equipment 11 517.1 536.1

Investments in associates 12 30.5 29.2

Other investments 13 0.5 0.5

Deferred tax assets 21 21.4 24.0

Other receivables 15 2.4 2.5

Derivative financial instruments 20 0.2 1.4

Total non-current assets 765.0 789.1

Current assets

Inventories 14 160.5 163.3

Other investments 13 0.1 0.1

Income tax receivable 0.9 4.8

Trade and other receivables 15 350.2 347.2

Cash and cash equivalents 18 92.4 60.4

Derivative financial instruments 20 0.7 3.7

Total current assets 604.8 579.5

Total assets 1,369.8 1,368.6

Liabilities

Non-current liabilities

Interest-bearing loans and borrowings 19 (230.9) (264.9)

Post-retirement benefits 24 (18.6) (50.3)

Other payables 16 (5.1) (3.6)

Provisions 22 (8.9) (2.8)

Deferred tax liabilities 21 (81.4) (76.3)

Derivative financial instruments 20 (31.7) (25.0)

Total non-current liabilities (376.6) (422.9)

Current liabilities

Bank overdrafts 18 (10.8) (1.5)

Interest-bearing loans and borrowings 19 (1.6) (7.7)

Trade and other payables 16 (384.8) (355.3)

Income tax liabilities (16.6) (21.0)

Provisions 22 (10.6) (16.7)

Derivative financial instruments 20 (1.7) (2.0)

Total current liabilities (426.1) (404.2)

Total liabilities (802.7) (827.1)

Net assets 567.1 541.5

Equity

Issued capital 23 39.3 39.1

Share premium 23 262.9 259.4

Reserves 23 267.2 233.6

DS Smith Plc shareholders’ equity 569.4 532.1

Minority interest 23 (2.3) 9.4

Total equity 567.1 541.5

Approved by the Board on 27 June 2007 and signed on its behalf by
A D Thorne, Director
G M Morris, Director
The notes on pages 58 to 92 form part of these accounts.
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Consolidated Statement of Cash Flows
For the year ended 30 April 2007

2007 2006
Note £m £m

Operating activities

Cash generated from operations 26 128.0 138.2

Interest received 2.8 0.8

Interest paid (16.9) (12.8)

Tax paid (15.1) (13.5)

Cash flows from operating activities 98.8 112.7

Investing activities

Acquisition of subsidiary businesses and joint ventures, net of cash and cash equivalents acquired (0.8) (10.5)

Disposal of subsidiary businesses, net of cash and cash equivalents disposed of 1.0 11.0

Capital expenditure payments (55.8) (62.7)

Proceeds from the sale of assets 39.2 9.7

Proceeds from the sale of investment in associates, net of additions of £0.5m (2006: nil) 1.8 3.5

Cash flows from investing activities (14.6) (49.0)

Financing activities

Proceeds from issue of share capital 3.7 2.6

Repayment of borrowings (28.7) (17.2)

Repayment of finance lease obligations (2.5) (0.9)

Dividends paid 9 (32.7) (32.6)

Cash flows from financing activities (60.2) (48.1)

Increase in cash and cash equivalents 24.0 15.6

Net cash and cash equivalents at 1 May 58.9 41.2

Exchange (losses)/gains on cash and cash equivalents (1.3) 2.1

Net cash and cash equivalents at 30 April 18 81.6 58.9
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1. Significant accounting policies

(a) Basis of preparation
The consolidated financial statements have been prepared and approved
by the Directors in accordance with International Financial Reporting
Standards as adopted by the EU (‘adopted IFRSs’). The Company has
elected to prepare its parent Company financial statements in accordance
with UK GAAP; these are presented on pages 93 to 98.

The financial statements are presented in sterling in millions, rounded to
one decimal place, unless otherwise indicated. They are prepared on the
historical cost basis except that assets and liabilities of certain financial
instruments, defined benefit pension plans and share-based payments
are stated at their fair value.

The preparation of financial statements requires management to make
judgements, estimates and assumptions that affect whether and how policies
are applied and affect the reported amounts of assets and liabilities, income
and expenses. Judgements made by management in the application of
adopted IFRSs that have significant effect on the financial statements and
estimates with a significant risk of material adjustment in the next year are
discussed in accounting policy u.

The accounting policies set out below have been applied consistently to all
periods presented in these consolidated financial statements. The accounting
policies have been applied consistently by all Group entities.

(b) Basis of consolidation
(i) Subsidiaries
The financial statements of subsidiaries are included in the consolidated
financial statements from the date that control commences until the date that
control ceases. Intra-group balances and any unrealised gains and losses or
income and expenses arising from intra-group transactions, are eliminated
in preparing the consolidated financial statements.

(ii) Associates
The consolidated financial statements include the Group’s share of the total
recognised gains and losses of associates on an equity accounted basis,
from the date that significant influence commences until the date that
significant influence ceases.

(iii) Joint ventures
The consolidated financial statements include the Group’s proportionate
share of its joint ventures’ assets, liabilities, revenue and expenses with
items of a similar nature on a line-by-line basis, from the date that joint
control commences until the date that joint control ceases.

(iv) Minority interests
The share of profit attributable to minority interests is shown as a component
of profit for the period in the income statement and minority interests are
shown as a component of equity in the balance sheet net of the value of
options over interests held by minorities in the Group’s subsidiaries (refer
to accounting policy j).

(c) Revenue
Revenue comprises the fair value of the sale of goods and services, net
of value added tax, rebates and discounts and after eliminating sales within
the Group. Revenue from the sale of goods is recognised in the income
statement when the significant risks and rewards of ownership have been
transferred to the buyer.

(d) Government grants
A government grant is recognised in the balance sheet initially as deferred
income when there is a reasonable assurance that it will be received and
that the Group will comply with the conditions attaching to it. Grants that

compensate the Group for expenses incurred are offset against the expenses
in the same periods in which the expenses are incurred.

(e) Dividends
Dividends attributable to the equity holders of the Company declared during
the year are recognised directly in equity.

(f) Foreign currency translation
Transactions in foreign currencies are translated into sterling at the foreign
exchange rate ruling at the date of the transaction. Monetary assets and
liabilities denominated in foreign currencies at the balance sheet date are
translated into sterling at the foreign exchange rate ruling at that date.
Foreign exchange differences arising on translation of monetary assets and
liabilities are recognised in the income statement. Non-monetary assets and
liabilities that are measured in terms of historical cost in a foreign currency
are translated using the exchange rate at the date of the transaction.

The assets and liabilities of all the Group entities that have a functional
currency other than sterling are translated at the closing exchange rate at the
date of the balance sheet. Income and expenses for each income statement
are translated at average exchange rates (unless this average is not a
reasonable approximation of the cumulative effect of the rates prevailing on
the transaction dates, in which case income and expenses are translated at
the date of the transactions). On consolidation, exchange differences arising
from the translation of the net investment in foreign entities, and of borrowings,
and other financial instruments designated as hedges of such investments, are
recognised in the translation reserve. On the disposal of foreign currency
entities, the cumulative exchange difference recorded in the translation reserve
is taken to the income statement as part of the gain or loss on disposal.

(g) Intangible assets
(i) Goodwill
All business combinations are accounted for by applying the purchase
method. Goodwill (positive and negative) arising on the acquisition of
subsidiaries, associates and joint ventures, represents the difference
between the cost of the acquisition and the fair value of the net identifiable
assets acquired.

Goodwill is stated at cost less accumulated impairment losses (refer to
accounting policy i). The useful life of goodwill is considered to be
indefinite. Goodwill is allocated to cash-generating units and is tested
annually for impairment. Negative goodwill arising on an acquisition
is recognised immediately in the income statement.

(ii) Research and development
Expenditure on research activities, undertaken with the prospect of gaining
new scientific or technical knowledge and understanding, is recognised in
the income statement as an expense as incurred.

Expenditure on development activities, whereby research findings are
applied to a plan or design for the production of new or substantially
improved products and processes, is capitalised if the product or process
is technically and commercially feasible and the Group has sufficient
resources to complete development. The expenditure capitalised includes
the cost of materials, direct labour and an appropriate proportion of
overheads. Other development expenditure is recognised in the income
statement as an expense as incurred. Capitalised development expenditure
is stated at cost less accumulated amortisation (see below) and impairment
losses (refer to accounting policy i).

(iii) Computer software
Computer software that is integral to a related item of hardware is included
within tangible fixed assets. All other computer software is treated as an
intangible asset.
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(iv) Intellectual property
Intellectual property is stated at cost less accumulated amortisation
(see below) and impairment losses (refer to accounting policy i).

(v) Other intangible assets
Other intangible assets that are acquired by the Group are stated at cost
less accumulated amortisation (see below) and impairment losses (refer
to accounting policy i).

(vi) Amortisation
Amortisation of intangible assets (excluding goodwill) is charged to the
income statement on a straight-line basis over the estimated useful lives
of intangible assets unless such lives are indefinite. Intangible assets (other
than goodwill) are amortised from the date they are available for use. The
estimated useful lives are as follows:

Intellectual property Up to 20 years

Computer software 3 – 5 years

Goodwill is systematically tested for impairment at each balance sheet date.

(h) Property, plant and equipment
Items of property, plant and equipment are stated at cost less accumulated
depreciation (see below) and impairment losses (refer to accounting policy
i). The cost of self-constructed assets includes the cost of materials, direct
labour and an appropriate proportion of production overheads. Where an
item of property, plant and equipment comprises major components having
different useful lives, they are accounted for as separate items of property,
plant and equipment.

The Group recognises in the carrying amount of an item of property, plant
and equipment the cost of replacing part of such an item when that cost is
incurred if it is probable that the future economic benefits embodied within
the item will flow to the Group and the cost of the item can be measured
reliably. All other costs are recognised in the income statement as an
expense as incurred.

Depreciation is charged to the income statement on a straight-line basis over
the estimated useful lives of each item of property, plant and equipment,
and major components that are accounted for separately (or in the case
of leased assets, the lease period, if shorter). Land is not depreciated.
The estimated useful lives are as follows:

Freehold and long leasehold properties 10 – 50 years

Plant, machinery, fixtures and fittings (including IT hardware) 3 – 20 years

Motor vehicles 3 – 5 years

(i) Impairment
The carrying amounts of the Group’s assets, including tangible and
intangible non-current assets, other than inventories (refer to accounting
policy l) and deferred tax assets (refer to accounting policy t), are reviewed
at each balance sheet date to determine whether there is any indication of
impairment. If any such indication exists, the asset’s recoverable amount is
estimated. An impairment loss is recognised whenever the carrying amount
of an asset or its cash-generating unit exceeds its recoverable amount.
Impairment losses are recognised in the income statement.

(i) Calculation of recoverable amount
The recoverable amount of the Group’s assets is calculated as the value-in-
use, being the present value of expected future cash flows, using a pre-tax
discount rate that reflects the current assessment of the time value of money,
or the net selling price, if greater. For an asset that does not generate
largely independent cash inflows, the recoverable amount is determined
for the cash-generating unit to which the asset belongs.

(ii) Reversals of impairment
Impairment losses in respect of goodwill are not reversed. In respect of
other assets, an impairment loss is reversed if there has been a change in
the estimates used to determine the recoverable amount. An impairment
loss is reversed only to the extent that the asset’s carrying amount does
not exceed the carrying amount that would have been determined, net of
depreciation or amortisation, if no impairment loss had been recognised.

(j) Derivative financial instruments
The Group uses derivative financial instruments, primarily interest rate,
currency and commodity swaps, to manage interest rate, currency and
commodity risks associated with the Group’s underlying business activities
and the financing of these activities. The Group has a policy not to, and
does not, undertake any speculative activity in these instruments.

Such derivative financial instruments are initially recognised at fair value on
the date on which a derivative contract is entered into and are subsequently
remeasured at fair value. Derivatives are carried as assets when the fair
value is positive and as liabilities when the fair value is negative.

Derivative financial instruments are accounted for as hedges when
designated as hedges at the inception of the contract and when the
financial instruments provide an effective hedge of the underlying risk.
Any gains or losses arising from the hedging instruments are offset against
the hedged items.

For the purpose of hedge accounting, hedges are classified as:

– fair value hedges when hedging the exposure to changes in the fair
value of a recognised asset or liability;

– cash flow hedges when hedging exposure to variability in cash flows
that is either attributable to a particular risk associated with either
a balance sheet item or a highly probable forecast transaction; or

– hedges of the net investment in a foreign entity.

Any gains or losses arising from changes in the fair value of all other
derivatives are taken to the income statement. These may arise from
derivatives for which hedge accounting is not applied because they are
not effective as hedging instruments.

The treatment of gains and losses arising from revaluing derivatives
designated as hedging instruments depends on the nature of the hedging
relationship, as follows:

Fair value hedges: the carrying amount of the hedged item is adjusted
for gains or losses attributable to the risk being hedged; the derivative is
remeasured at fair value and gains and losses from both are taken to the
income statement. The Group discontinues fair value hedge accounting
if the hedging instrument expires or is sold, terminated or exercised, the
hedge no longer meets the criteria for hedge accounting or the Group
revokes the designation.

Cash flow hedges: the effective portion of the gain or loss on the hedging
instrument is recognised directly in equity, while the ineffective portion is
recognised in the income statement. Amounts taken to equity are transferred
to the income statement when the hedged transaction affects profit or loss,
such as when a forecast sale or purchase occurs. Where the hedged item is
the cost of a non-financial asset or liability, the amounts taken to equity are
transferred to the initial carrying amount of the non-financial asset or liability.

If the hedging instrument expires or is sold, terminated or exercised without
replacement or rollover, the hedged transaction ceases to be highly
probable, or if its designation as a hedge is revoked, amounts previously
recognised in equity remain in equity until the forecast transaction occurs
and are transferred to the income statement or to the initial carrying amount
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of a non-financial asset liability as above. If a forecast transaction is no
longer expected to occur, amounts previously recognised in equity are
transferred to the income statement.

Hedges of net investment in a foreign entity: the effective portion of the
gain or loss on the hedging instrument is recognised directly in equity,
while the ineffective portion is recognised in the income statement. Amounts
taken to equity are transferred to the income statement when the foreign
entity is sold.

The net present value of the expected future payments under options over
interests held by minorities in the Group’s subsidiaries are shown as a
financial liability. At the end of each period, the valuation of the liability is
reassessed with any changes recognised in the profit or loss for the period.

(k) Trade and other receivables
Trade and other receivables are stated at their cost less impairment
provisions (refer to accounting policy i).

(l) Inventories
Inventories are stated at the lower of cost and net realisable value. Net
realisable value is the estimated selling price in the ordinary course of
business, less the estimated costs of completion and selling expenses. The
cost of inventories is based on the first-in first-out principle and includes
expenditure incurred in acquiring the inventories and bringing them to
their existing location and condition.

In the case of manufactured inventories and work in progress, cost includes
an appropriate share of overheads based on normal operating capacity.

(m) Cash and cash equivalents
Cash and cash equivalents comprise cash balances and call deposits. Bank
overdrafts that are repayable on demand and form an integral part of the
Group’s cash management are included as a component of cash and cash
equivalents for the purpose of the statement of cash flows.

(n) Treasury shares
When share capital recognised as equity is repurchased, the amount of
the consideration paid, including directly attributable costs, is recognised
as a change in equity. Repurchased shares are classified as treasury shares
and presented as a deduction from total equity.

(o) Borrowings
Borrowings are recognised initially at fair value, less attributable transaction
costs. Subsequent to initial recognition, interest-bearing borrowings are
stated at amortised cost with borrowing costs being accounted for on an
accrual basis in the income statement using the effective interest method.
At the balance sheet date, accrued interest is recorded separately from the
associated borrowings within current liabilities.

(p) Employee benefits
(i) Defined contribution schemes
Contributions to defined contribution pension schemes are recognised
as an expense in the income statement as personnel expense as incurred.

(ii) Defined benefit schemes
The Group’s net obligation in respect of defined benefit pension schemes
is calculated separately for each scheme by estimating the amount of future
benefit that employees have earned in return for their service in the current
and prior periods; that benefit is discounted to its present value amount and
recognised in the income statement as personnel expense; a corresponding
liability for all future benefits is established on the balance sheet and the fair
value of any schemes’ assets is deducted. The discount rate is the yield at
the balance sheet date on AA credit rated bonds that have maturity dates
approximating to the duration of the schemes’ obligations. The calculation
is performed by a qualified actuary using the projected unit method.

Actuarial gains and losses are recognised immediately in the statement
of recognised income and expense.

(iii) Long-term service benefits
The Group’s net obligation in respect of long-term service benefits, other
than pension plans, is the amount of future benefit that employees have
earned in return for their service in the current and prior periods.

(iv) Share-based payment transactions
The Group operates an equity-settled, share-based compensation plan.
The fair value of the employee services received in exchange for the grant
of the options is recognised as an expense. The fair value of the options
granted is measured using a stochastic model, taking into account the terms
and conditions upon which the options were granted. The total amount to
be expensed over the vesting period is determined by reference to the fair
value of the options granted, excluding the impact of any non-market vesting
conditions. Non-market vesting conditions are included in assumptions
about the number of options that are expected to become exercisable. At
each balance sheet date, the entity revises its estimates of the number of
options that are expected to become exercisable. It recognises the impact
of the revision of original estimates, if any, in the income statement, and
a corresponding adjustment to equity.

The proceeds received net of any directly attributable transaction costs are
credited to share capital (nominal value) and share premium when the
options are exercised.

(q) Provisions
A provision is recognised in the balance sheet when the Group has a
present legal or constructive obligation as a result of a past event, and it
is probable that an outflow of economic benefits will be required to settle
the obligation.

(r) Trade and other payables
Trade and other payables are stated at their cost.

(s) Leases
Property, plant and equipment acquired under a lease that transfers
substantially all of the risks and rewards of ownership to the Group are
capitalised as tangible fixed assets. Lease payments are apportioned
between the finance charge and the reduction of the outstanding liability.
The finance charge is allocated to each period during the lease term so
as to produce a constant periodic rate of interest on the remaining balance
of the liability.

Payments made under operating leases are recognised in the income
statement on a straight-line basis over the term of the lease.

(t) Taxation
Income tax on the profit or loss for the year comprises current and deferred
tax. Income tax is recognised in the income statement except to the extent
that it relates to items recognised directly to equity, in which case it is
recognised in equity.

Current tax is the expected tax payable on the taxable income for the year,
using tax rates enacted at the balance sheet date, and any adjustment to
tax payable in respect of previous years.

Deferred tax is provided for using the balance sheet liability method,
providing for temporary differences between the carrying amounts of assets
and liabilities for financial reporting purposes and the amounts used for
taxation purposes. The following temporary differences are not provided
for: goodwill, the initial recognition of assets or liabilities that affect neither
accounting nor taxable profit, and differences relating to investments
in subsidiaries to the extent that they will probably not reverse in the
foreseeable future. The amount of deferred tax provided is based on the
expected manner of realisation or settlement of the carrying amount of
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assets and liabilities, using tax rates enacted or substantively enacted at
the balance sheet date.

A deferred tax asset is recognised only to the extent that it is probable
that future taxable profits will be available against which the asset can
be utilised. Deferred tax assets are reduced to the extent that it is no
longer probable that the related tax benefit will be realised.

(u) Critical accounting policies
The application of the Group’s accounting policies require the management
of DS Smith Plc to make estimates and assumptions; these estimates and
assumptions affect the reported assets and liabilities and financial result
of the Group. Actual outcomes could differ from the estimates and
assumptions used.

The Group’s accounting policies that are most critical to an understanding
of the results and position of the Group, and the judgements involved in
their application, are as follows:

(i) Impairments
When applying IAS 36, Impairment of Assets, the Group compares the
carrying value of goodwill and intangible assets with the higher of their net
realisable value and value-in-use to determine whether an impairment exists.

Value-in-use is calculated by discounting the cash flows expected to be
generated by the asset/group of assets, being tested for evidence of
impairment. The use of different estimates, assumptions and judgements,
in particular those involved in (a) determining a value based on our current
expectations of future conditions and the associated cash flows from the
Group’s operations, (b) our determination of the level at which groups of
assets can be reasonably tested for impairment separately from other parts
of the business and (c) our treatment of centrally held assets, could each
result in materially different carrying values of assets and assessments of
impairment. See note 10 of the Notes to the financial statements for
additional information regarding the Group’s annual impairment exercise.

(ii) Pensions and other post-retirement benefits
IAS 19, Employee Benefits, requires the Group to make assumptions
including, but not limited to, future asset returns, rates of inflation, discount
rates and life expectancies. The use of different assumptions, in any of the
above calculations, could have a material effect on the accounting values
of the relevant balance sheet assets and liabilities which could also result in
a change to the cost of such liabilities as recognised in the income statement
over time. These assumptions are subject to periodic review. See note 24 of
the Notes to the financial statements for additional information regarding
the Group’s pension and other post-retirement benefits.

(v) IFRS standards and interpretations in issue but not yet effective

The IASB and IFRIC have issued new standards and interpretations with an effective date after the date of these financial statements. The Group does not
anticipate that the adoption of those standards and interpretations that are effective for the financial year ended 30 April 2008 will have a material effect
on its financial statements on initial adoption; the Group is evaluating the effect of those standards and interpretations that are effective subsequently. The
standards and interpretation to be adopted include:

Effective date – financial years ending

International Financial Reporting Standards (IFRS/IAS)
IFRS 7 Financial Instruments: Disclosures 30 April 2008
IAS 1 Amendment to IAS 1 – Presentation of Financial Statements: Capital Disclosures 30 April 2008
IFRS 8 Operating Segments 30 April 2010
IAS 23 Amendment to IAS 23 – Borrowing Costs 30 April 2010

International Financial Reporting Interpretations Committee (IFRIC)
IFRIC 8 Scope of IFRS 2 30 April 2008
IFRIC 9 Reassessment of Embedded Derivatives 30 April 2008
IFRIC 10 Interim Financial Reporting and Impairment 30 April 2008
IFRIC 11 Group Treasury Share Transactions 30 April 2008
IFRIC 12 Service Concession Arrangements 30 April 2009
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2. Segment reporting

Primary reporting format – business segments
Continental

UK Paper and European Office
Corrugated Corrugated Plastic Products Total
Packaging Packaging Packaging Wholesaling Group

Year ended 30 April 2007 £m £m £m £m £m

External revenue 687.1 308.0 201.8 569.2 1,766.1

Adjusted operating profit1 36.5 18.2 10.2 12.8 77.7

Exceptional items 6.7 – (1.9) (2.9) 1.9

Segment result 43.2 18.2 8.3 9.9 79.6

Net financing costs (15.0)

Employee benefit net finance income 8.0

Share of profit of associates 5.9

Profit before income tax 78.5

Income tax expense (17.2)

Profit for the financial year 61.3

Profit attributable to DS Smith Plc equity shareholders 60.6

Profit attributable to minority interest 0.7

Balance sheet

Segment assets 606.3 235.3 158.5 222.5 1,222.6

Unallocated items

Investments, associates and other assets 31.6
Derivative financial instruments 0.9
Cash and cash equivalents 92.4
Tax balances 22.3

Total assets 1,369.8

Segment liabilities (161.7) (88.9) (47.6) (107.1) (405.3)

Unallocated items

Borrowings and accrued interest (247.4)
Derivative financial instruments (33.4)
Tax balances (98.0)
Post-retirement benefits (18.6)

Total liabilities (802.7)

Other segment items:

Adjusted return on sales – %1 5.3% 5.9% 5.1% 2.2% 4.4%

Adjusted EBITDA – £m1 68.0 31.5 21.9 19.2 140.6

Adjusted EBITDA margin – %1 9.9% 10.2% 10.9% 3.4% 8.0%

Year-end capital employed – £m 444.6 146.4 110.9 115.4 817.3

Average capital employed – £m2 478.4 164.4 122.2 130.0 895.0

Adjusted return on average capital employed – %1, 2 7.6% 11.1% 8.3% 9.8% 8.7%

Capital expenditure – £m3 34.2 12.8 10.1 8.9 66.0

Depreciation and amortisation – £m 31.5 13.3 11.7 6.4 62.9

1 before exceptional items
2 average capital employed is defined on page 64
3 capital expenditure represents additions to intangible assets and property, plant and equipment
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2. Segment reporting continued

Primary reporting format – business segments continued
Continental

UK Paper and European Office
Corrugated Corrugated Plastic Products Total
Packaging Packaging Packaging Wholesaling Other3 Group

Year ended 30 April 2006 £m £m £m £m £m £m

External revenue 649.6 276.6 202.4 518.7 5.4 1,652.7

Adjusted operating profit1 20.5 20.1 7.2 12.6 – 60.4

Exceptional items (28.9) – (2.6) – (10.9) (42.4)

Segment result (8.4) 20.1 4.6 12.6 (10.9) 18.0

Net financing costs (12.3)

Employee benefit net finance income 1.2

Share of profit of associates 4.1

Profit before income tax 11.0

Income tax expense (5.7)

Profit for the financial year 5.3

Profit attributable to DS Smith Plc equity shareholders 4.2

Profit attributable to minority interest 1.1

Balance sheet

Segment assets 629.7 233.5 158.2 223.1 – 1,244.5

Unallocated items

Investments, associates and other assets 29.8
Derivative financial instruments 5.1
Cash and cash equivalents 60.4
Tax balances 28.8

Total assets 1,368.6

Segment liabilities (158.3) (71.5) (48.3) (100.3) – (378.4)

Unallocated items

Borrowings (274.1)
Derivative financial instruments (27.0)
Tax balances (97.3)
Post-retirement benefits (50.3)

Total liabilities (827.1)

Other segment items:

Adjusted return on sales – %1 3.2% 7.3% 3.6% 2.4% – 3.7%

Adjusted EBITDA – £m1 55.1 33.6 19.3 19.2 0.4 127.6

Adjusted EBITDA margin – %1 8.5% 12.1% 9.5% 3.7% 7.4% 7.7%

Year-end capital employed – £m 471.4 162.0 109.9 122.8 – 866.1

Average capital employed – £m2 509.3 162.3 129.3 127.0 2.1 930.0

Adjusted return on average capital employed – %1, 2 4.0% 12.4% 5.6% 9.9% – 6.5%

Capital expenditure – £m4 28.8 24.4 7.2 3.2 1.4 65.0

Depreciation and amortisation – £m 34.6 13.5 12.1 6.6 0.4 67.2

1 before exceptional items
2 average capital employed is defined on page 64
3 Other represents the activity of the former Office Products Manufacturing segment, the loss on the disposal of the Office Products Manufacturing business and the impairment of an investment that is described in note 4
4 capital expenditure represents additions to intangible assets and property, plant and equipment
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2. Segment reporting continued
The Group’s primary format for segment reporting is business segments based on the Group’s management and internal reporting structure. The secondary
format is geographical segments showing the geographical origin of the Group’s activity and net assets. Further details on these business segments are
given in the Business Review on pages 15 to 25. The Group operates in two principal geographical areas: the UK and western continental Europe. Two
further segments are identified: eastern continental Europe and the rest of the world. Segment results include items directly attributable to a segment as well
as those that can be allocated on a reasonable basis. Central administration costs are allocated to the individual segments on a consistent basis year-on-
year. Assets and liabilities have been analysed by segment at a capital employed level. Capital employed excludes items of a financing nature, taxation
balances, pension liabilities and fixed asset investments; segmental capital employed comprises identifiable segment assets less segmental liabilities.
Average capital employed is the average monthly capital employed. The adjusted return on average capital employed is defined as operating profit
before exceptional items divided by average capital employed.

Secondary reporting format – geographical segments
Revenue Total assets Capital expenditure

2007 2006 2007 2006 2007 2006
Year ending 30 April £m £m £m £m £m £m

UK 999.7 957.6 736.3 760.8 34.4 31.9

Western continental Europe 632.8 570.5 371.2 384.7 17.8 15.4

Eastern continental Europe 82.5 74.5 71.4 57.5 10.8 15.9

Rest of world 51.1 50.1 43.7 41.5 3.0 1.8

1,766.1 1,652.7 1,222.6 1,244.5 66.0 65.0

3. Operating profit
2007 2006

£m £m

Operating expenses

Distribution expenses 200.4 199.6

Administrative expenses 144.0 166.0

344.4 365.6

Details of exceptional items recorded within operating profit are set out in note 4.

Operating profit is stated after charging/(crediting) the following:
2007 2006

£m £m

Depreciation – owned assets 58.2 62.1

– leased assets 0.6 1.2

Amortisation of intangibles 4.1 3.9

Hire of plant and machinery 12.4 11.7

Other operating lease rentals 13.3 12.5

Research and development 1.0 1.1

Gains on the sale of land and buildings (3.7) (4.2)

Amounts paid to Deloitte & Touche LLP and, prior to their resignation, to KPMG Audit Plc and their associates (see below) 0.9 1.3
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3. Operating profit continued
2007 2006

UK Overseas Total UK Overseas Total
Auditors’ remuneration £m £m £m £m £m £m

Fees payable to the Company’s auditors for the audit of the Company’s
annual accounts 0.2 – 0.2 0.2 – 0.2

Fees payable to the Company’s auditors and their associates for other services:

The audit of the Company’s subsidiaries, pursuant to legislation 0.4 0.2 0.6 0.5 0.3 0.8
Tax and other services 0.1 – 0.1 0.2 0.1 0.3

0.7 0.2 0.9 0.9 0.4 1.3

The 2005/06 audit fee disclosure relates to amounts paid to the Group’s former external auditors, KPMG Audit plc, and their associates.

Government grants
The Group has been awarded government grants in the form of emissions quotas in France, in respect of the EU Emissions Trading Scheme. Grants during
the period totalled £0.1m (2005/06: £3.8m). These grants are initially recorded as intangible assets at market value at the date of grant, which are then
used to satisfy the Group’s obligations in respect of emissions or are sold, and deferred income, which is released to the income statement when the related
expense is incurred or any quotas not used by the Group are sold.

4. Exceptional items
Items are presented as ‘exceptional’ in the financial statements where they are significant items of financial performance that the Directors consider should
be separately disclosed to assist in the understanding of the trading and financial results achieved by the Group.

2007 2006
£m £m

Restructuring costs

UK Paper and Corrugated Packaging (13.8) (28.9)
Plastic Packaging (1.9) –
Office Products Wholesaling (2.9) –

Total restructuring costs (18.6) (28.9)

Gain on sale of Taplow site 20.5 –

Loss on disposal of businesses – (4.3)

Impairment charges – (9.2)

Total exceptional items recognised in operating profit 1.9 (42.4)

Negative goodwill recognised in associate accounting 2.0 –

Total exceptional items 3.9 (42.4)

The restructuring costs relate to the following.

The UK Paper and Corrugated Packaging restructuring costs in the year to 30 April 2007 of £13.8m relate to the closure of paper-making operations
at Taplow Mill and related restructurings. The UK Paper and Corrugated Packaging restructuring costs in 2005/06 related to the closure of a paper mill
(£20.3m), the planned closure of a paper machine at another mill (£5.0m), and other restructuring costs (£3.6m).

The Plastic Packaging restructuring costs in the year to 30 April 2007 relate to the proposed restructuring of our European liquid packaging and
dispensing operations.

The Office Products Wholesaling restructuring costs in the year to 30 April 2007 relate to the closure of a regional distribution centre within the UK
operations and related restructuring.

The gain of £20.5m arising on the sale of the Taplow site, in the UK Paper and Corrugated Packaging segment, resulted from the sale of the site for
net proceeds of £29.6m.

The negative goodwill credit recognised in associate accounting of £2.0m arose in respect of an increase in the Group’s investment in Rubezhansk,
as described in note 12.

The loss on disposal of businesses in 2005/06 arose on the disposal of the Office Products Manufacturing business (loss of £1.7m) and a business
in the Plastic Packaging segment (loss of £2.6m).
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4. Exceptional items continued
The impairment charge in 2005/06 related to an investment in the debt securities of an independent UK packaging business.

The 2006/07 exceptional items are recorded within cost of sales, charge of £13.7m, within administrative expenses, credit of £18.5m, within distribution
expenses, charge of £2.9m, and within share of profit of associates, credit of £2.0m.

The 2005/06 exceptional items were recorded within cost of sales, charge of £26.1m, and within administrative expenses, charge of £16.3m.

5. Financing income and costs
2007 2006

£m £m

Interest on bank loans and overdrafts 5.3 5.0

Interest on other loans 11.2 9.5

Finance lease interest 0.2 0.1

Total financing costs 16.7 14.6

Finance income on cash and cash equivalents (1.7) (2.3)

Net financing costs 15.0 12.3

6. Personnel expenses
2007 2006

£m £m

Wages and salaries 280.9 277.4

Social security costs 42.2 40.7

Contributions to defined contribution pension plans 2.5 1.6

Increase in liability for defined benefit schemes (see note 24) 10.9 11.4

Share-based payment expense (see note 25) 1.0 0.1

Personnel expenses 337.5 331.2

The average number of employees (full-time equivalents) during the year ended 30 April 2007 was 11,288 (2006: 11,653).
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7. Income tax expense

Income tax expense recognised in the income statement
2007 2006

£m £m

Current tax (expense)/credit

Current year (17.2) (13.5)

Over-provided in prior years 2.3 1.9

(14.9) (11.6)

Deferred tax (expense)/credit

Origination and reversal of temporary differences 0.9 6.2

Under-provided in prior years (3.2) (0.3)

(2.3) 5.9

Total income tax expense in income statement (17.2) (5.7)

The reconciliation of the actual tax charge to that at the domestic corporation tax rate is as follows:

2007 2006
£m £m

Profit before tax 78.5 11.0

Less: share of profit of associates (5.9) (4.1)

Profit before tax and share of profit of associates 72.6 6.9

Income tax calculated using the domestic corporation tax rate of 30% (21.8) (2.1)

Effect of tax rates in foreign jurisdictions (1.2) (1.5)

Non-deductible expenses (0.9) (5.6)

Recognition of previously unrecognised tax losses 6.7 1.9

Adjustment in respect of prior years (0.9) 1.6

Other 0.9 –

Income tax expense (17.2) (5.7)

2007 2006
£m £m

Deferred tax recognised directly in equity

Relating to post-retirement benefits (5.1) (16.5)

Other (0.6) 1.8

(5.7) (14.7)
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8. Earnings per share

Basic earnings per share
The calculation of basic earnings per share at 30 April 2007 is based on the net profit attributable to ordinary shareholders of £60.6m (2005/06: £4.2m)
and the weighted average number of ordinary shares outstanding during the year ended 30 April 2007 of 389.5m (2005/06: 387.2m). The number of
shares excludes the weighted average number of the Company’s own shares held as treasury shares during the year of 2.2m (2005/06: 2.5m).

2007 2006

Profit attributable to ordinary shareholders (£m) £60.6m £4.2m

Weighted average number of ordinary shares at 30 April (millions) 389.5m 387.2m

Basic earnings per share (pence per share) 15.6p 1.1p

Diluted earnings per share
The calculation of diluted earnings per share at 30 April 2007 is based on net profit attributable to ordinary shareholders of £60.6m (2005/06: £4.2m)
and the weighted average number of ordinary shares outstanding during the year ended 30 April 2007, as adjusted for potentially issuable ordinary
shares, of 392.9m (2005/06: 388.8m), calculated as follows:

2007 2006
£m £m

Net profit attributable to ordinary shareholders 60.6 4.2

In millions of shares 2007 2006

Weighted average number of ordinary shares at 30 April 389.5 387.2

Potentially dilutive shares issuable under share-based payment arrangements 3.4 1.6

Weighted average number of ordinary shares (diluted) at 30 April 392.9 388.8

Diluted earnings per share (pence per share) 15.4p 1.1p

Adjusted earnings per share
The Directors believe that the presentation of an adjusted earnings per share amount, being the basic earnings per share adjusted for exceptional items,
helps to explain the underlying performance of the Group. A reconciliation of basic to adjusted earnings per share is as follows:

2007 2006

Basic – Diluted – Basic – Diluted –
pence pence pence pence

£m per share per share £m per share per share

Earnings 60.6 15.6p 15.4p 4.2 1.1p 1.1p

(Deduct)/add back exceptional items, after tax (9.5) (2.5)p (2.4)p 34.7 8.9p 8.9p

Adjusted earnings 51.1 13.1p 13.0p 38.9 10.0p 10.0p

9. Dividends
Dividends declared and paid by the Group are as follows:

2007 2006

Pence Pence
per share £m per share £m

Interim dividend – paid 2.6p 10.2 2.6p 10.1

Final dividend – proposed 6.0p 23.5 5.8p 22.5

8.6p 33.7 8.4p 32.6

2007 2006
£m £m

Paid during the year 32.7 32.6

A final dividend in respect of 2006/07 of 6.0 pence per share (£23.5m) has been proposed by the Directors after the balance sheet date.
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10. Intangible assets
Intellectual

Goodwill Software property Other Total
£m £m £m £m £m

Cost

Balance at 1 May 2006 191.7 31.1 12.6 1.2 236.6

Acquisitions through business combinations 0.5 – – – 0.5

Additions – 1.6 – 0.6 2.2

Disposals – (0.2) – (1.0) (1.2)

Effect of movements in foreign exchange (0.5) (0.2) – – (0.7)

Balance at 30 April 2007 191.7 32.3 12.6 0.8 237.4

Amortisation

Balance at 1 May 2006 (13.9) (24.3) (3.0) – (41.2)

Amortisation for the year – (3.4) (0.6) (0.1) (4.1)

Disposals – 0.3 – – 0.3

Effect of movements in foreign exchange 0.3 0.2 – – 0.5

Balance at 30 April 2007 (13.6) (27.2) (3.6) (0.1) (44.5)

Carrying amount

At 1 May 2006 177.8 6.8 9.6 1.2 195.4

At 30 April 2007 178.1 5.1 9.0 0.7 192.9

Intellectual
Goodwill Software property Other Total

£m £m £m £m £m

Cost

Balance at 1 May 2005 188.7 28.4 11.0 – 228.1

Acquisitions through business combinations 3.1 0.4 1.6 – 5.1

Additions – 3.0 – 4.0 7.0

Disposals – (0.8) – (2.8) (3.6)

Effect of movements in foreign exchange (0.1) 0.1 – – –

Balance at 30 April 2006 191.7 31.1 12.6 1.2 236.6

Amortisation

Balance at 1 May 2005 (13.9) (20.9) (2.4) – (37.2)

Acquisitions through business combinations – (0.5) – – (0.5)

Amortisation for the year – (3.3) (0.6) – (3.9)

Disposals – 0.5 – – 0.5

Effect of movements in foreign exchange – (0.1) – – (0.1)

Balance at 30 April 2006 (13.9) (24.3) (3.0) – (41.2)

Carrying amount

At 1 May 2005 174.8 7.5 8.6 – 190.9

At 30 April 2006 177.8 6.8 9.6 1.2 195.4

The amortisation charge for the year of £4.1m (2005/06: £3.9m) is included within administrative expenses. The Other items above include emissions
quotas which are capitalised as an asset when granted to the Group and treated as a disposal when used to satisfy the Group’s obligations or sold, as
explained in note 3.
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10. Intangible assets continued

Impairment tests for cash-generating units containing goodwill
The following segments have cash-generating units containing significant carrying amounts of goodwill:

2007 2006
£m £m

UK Paper and Corrugated Packaging 140.6 140.3

Plastic Packaging 31.8 31.7

172.4 172.0

Segments with no cash-generating units containing individually significant goodwill 5.7 5.8

178.1 177.8

As set out in accounting policy i in note 1, the Group tests its goodwill for potential impairment annually. The recoverable amount of the Group’s cash-
generating units is calculated on the present value of their respective expected future cash flows (the value-in-use) or the net selling price (fair value), if
greater. Given the limited available information on the likely fair value of the Group’s assets, the recoverable amount used is predominately the value-in-use.
The value-in-use calculations use a pre-tax discount rate of 10.6%, derived from the Group’s weighted average cost of capital, and discount a five-year
period with a terminal value. The cash flows included in the value-in-use are based for the forthcoming and subsequent financial years on the Group’s
Plan approved by the Board of Directors; subsequent years’ cash flows are based on estimates of future performance. The key assumptions used in the
calculation are as follows: long-term sales growth – up to 3.0%; capital expenditure – equal to annual depreciation; and nominal growth in profit at
terminal value – up to 3.0%.

11. Property, plant and equipment
Land Plant Fixtures
and and and Under

buildings equipment fittings construction Total
£m £m £m £m £m

Cost

Balance at 1 May 2006 266.2 971.0 64.8 18.7 1,320.7

Additions 8.4 44.8 2.0 8.6 63.8

Disposals (11.3) (19.9) (3.9) – (35.1)

Transfers 0.1 4.0 0.2 (4.3) –

Exceptional write-offs – (20.1) – – (20.1)

Effect of movements in foreign exchange (1.9) (7.6) (0.9) – (10.4)

Balance at 30 April 2007 261.5 972.2 62.2 23.0 1,318.9

Depreciation

Balance at 1 May 2006 (69.2) (663.4) (52.0) – (784.6)

Depreciation charge for the year (5.8) (49.1) (3.9) – (58.8)

Disposals 1.5 14.5 4.3 – 20.3

Exceptional write-offs – 14.7 – – 14.7

Effect of movements in foreign exchange 0.6 5.5 0.5 – 6.6

Balance at 30 April 2007 (72.9) (677.8) (51.1) – (801.8)

Carrying amount

At 1 May 2006 197.0 307.6 12.8 18.7 536.1

At 30 April 2007 188.6 294.4 11.1 23.0 517.1
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11. Property, plant and equipment continued
Land Plant Fixtures
and and and Under

buildings equipment fittings construction Total
£m £m £m £m £m

Cost

Balance at 1 May 2005 266.0 987.5 61.2 16.2 1,330.9

Acquisitions/(disposals) through business combinations (5.7) (44.8) 1.9 – (48.6)

Additions 3.3 18.8 2.7 33.2 58.0

Disposals (3.0) (8.4) (1.9) – (13.3)

Transfers 6.2 25.0 0.1 (31.3) –

Exceptional write-offs (3.6) (18.2) – – (21.8)

Effect of movements in foreign exchange 3.0 11.1 0.8 0.6 15.5

Balance at 30 April 2006 266.2 971.0 64.8 18.7 1,320.7

Depreciation

Balance at 1 May 2005 (66.0) (659.0) (46.6) – (771.6)

Acquisitions/(disposals) through business combinations 1.2 41.2 (1.9) – 40.5

Depreciation charge for the year (5.4) (53.2) (4.7) – (63.3)

Disposals 1.3 7.1 1.6 – 10.0

Exceptional write-offs 0.4 7.3 – – 7.7

Effect of movements in foreign exchange (0.7) (6.8) (0.4) – (7.9)

Balance at 30 April 2006 (69.2) (663.4) (52.0) – (784.6)

Carrying amount

At 1 May 2005 200.0 328.5 14.6 16.2 559.3

At 30 April 2006 197.0 307.6 12.8 18.7 536.1

Leased property, plant and equipment
The amounts above include land and buildings held under finance lease agreements. At 30 April 2007 the net carrying amount of land and buildings held
under finance leases was £4.8m (2006: £2.0m).

Property, plant and equipment under construction
Assets under construction mainly relate to production machines being built for various sites across the Group.
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12. Investment in associates
2007 2006

£m £m

At 1 May 29.2 22.1

Share of profit of associates after interest and tax, including exceptional credit of £2.0m (2005/06: £nil) 5.9 4.1

Additions 0.5 –

Disposals (0.7) (1.4)

Exchange differences (4.4) 4.4

At 30 April 30.5 29.2

Nature of business Principal country of operation Financial year-end Ownership 2007

OJSC Rubezhansk Paper and Manufacturer of paper Ukraine 31 December 49.6%
Packaging Mill (Rubezhansk) and packaging

Tri-Wall KK Supplier of industrial packaging Japan 31 December 6.3%
and heavy-duty corrugated cases

Rubezhansk and Tri-Wall KK are accounted for using the equity method within these financial statements. During the year, Rubezhansk acquired and then
subsequently cancelled 20% of its share capital: as a consequence of this and the purchase of 1.1% of the reduced share capital, the Group increased its
holding in Rubezhansk to 49.6%. The acquisition by Rubezhansk of the 20% shareholding was made at a discount to the underlying net asset amount.
As a consequence, negative goodwill of £2.0m arose on DS Smith Plc’s shareholding, which has been treated as exceptional in the income statement
(see note 4). During the year the Group sold 8.5% of Tri-Wall KK shares, reducing its holding to 6.3%. The Group retains significant influence over
Tri-Wall KK through representation on the Board of Directors and active participation in policy-making processes. There are no significant restrictions
on the ability of associates to transfer funds to the Group in the form of cash dividends or the repayment of loans.

Summary of financial information on associates – 100%:

Rubezhansk Tri-Wall KK Total Rubezhansk Tri-Wall KK Total
2007 2007 2007 2006 2006 2006

£m £m £m £m £m £m

Assets 73.3 44.8 118.1 84.8 40.3 125.1

Liabilities (13.2) (26.2) (39.4) (13.1) (30.3) (43.4)

Revenue 50.1 45.0 95.1 45.8 40.1 85.9

Profit after tax 9.3 2.5 11.8 8.6 2.8 11.4

13. Other investments
2007 2006

£m £m

Non-current investments 0.5 0.5

Current investments 0.1 0.1

Non-current investments comprise investments in the equity and debt securities of unlisted companies.
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14. Inventories
2007 2006

£m £m

Raw materials and consumables 52.6 52.0

Work in progress 3.5 3.8

Finished goods 104.4 107.5

160.5 163.3

The Group consumed £1,342.1m of inventories during the year (2005/06: £1,269.1m). Provisions against inventories totalled £16.5m (30 April 2006: £15.5m).

15. Trade and other receivables
2007 2006

Non-current Current Non-current Current
£m £m £m £m

Trade receivables – 321.0 – 315.0

Prepayments and other receivables 2.4 29.2 2.5 32.2

2.4 350.2 2.5 347.2

The fair value of trade and other receivables is not materially different from their carrying amounts above. Allowances for bad and doubtful debts totalled
£13.6m (30 April 2006: £12.1m).

16. Trade and other payables
2007 2006

Non-current Current Non-current Current
£m £m £m £m

Trade payables – 262.9 – 244.8

Non-trade payables and accrued expenses 5.1 121.9 3.6 110.5

5.1 384.8 3.6 355.3

The fair value of trade and other payables is not materially different from their carrying amounts shown above.
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17. Net debt
2007 2006

Note £m £m

Non-current liabilities 19 230.9 264.9

Current liabilities 19 1.6 7.7

Derivative financial instruments 20 30.3 24.1

Net cash and cash equivalents 18 (81.6) (58.9)

Net debt 181.2 237.8

Gearing (net debt expressed as a percentage of net assets) 32.0% 43.9%

The movement in the Group’s net debt is as set out in the table below:

At Other At
1 May non-cash 30 April
2006 Cash flow movements 2007

£m £m £m £m

Cash and cash equivalents 60.4 33.3 (1.3) 92.4

Overdrafts (1.5) (9.3) – (10.8)

Net cash and cash equivalents 58.9 24.0 (1.3) 81.6

Interest-bearing loans and borrowings due after one year (264.9) 24.4 14.1 (226.4)

Interest-bearing loans and borrowings due within one year (5.7) 4.3 0.1 (1.3)

Finance leases (2.0) 2.5 (5.3) (4.8)

Derivative financial instruments

– assets 0.8 – (0.6) 0.2
– liabilities (24.9) – (5.6) (30.5)

(296.7) 31.2 2.7 (262.8)

Total net debt (237.8) 55.2 1.4 (181.2)

18. Cash and cash equivalents
2007 2006

£m £m

Bank balances 39.7 43.9

Short-term deposits 52.7 16.5

Cash and cash equivalents (per balance sheet) 92.4 60.4

Bank overdrafts (10.8) (1.5)

Net cash and cash equivalents (per cash flow statement) 81.6 58.9
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19. Interest-bearing loans and borrowings
This note provides information about the contractual terms of the Group’s interest-bearing loans and borrowings. For more information about the Group’s
exposure to interest rate and currency risk, refer to note 20.

2007 2006
£m £m

Non-current liabilities

Bank and other loans 51.5 77.7

Note purchase agreements 174.9 187.2

Finance lease liabilities 4.5 –

230.9 264.9

Current liabilities

Bank and other loans 1.3 5.7

Finance lease liabilities 0.3 2.0

1.6 7.7

Bank loans, other loans and overdrafts of certain subsidiaries totalling £4.1m (2005/06: £8.2m) are secured over the properties and machinery of these
companies. The repayment dates of the Group’s borrowings are as follows:

2007

1 year 1-2 2-5 More than
or less years years 5 years Total

£m £m £m £m £m

Interest-bearing loans and borrowings

Fixed-rate – – 20.1 57.6 77.7
Floating-rate 1.6 1.4 31.3 120.5 154.8

1.6 1.4 51.4 178.1 232.5

2006

1 year 1-2 2-5 More than
or less years years 5 years Total

£m £m £m £m £m

Interest-bearing loans and borrowings

Fixed-rate 0.1 – 20.2 61.4 81.7
Floating-rate 7.6 0.2 55.9 127.2 190.9

7.7 0.2 76.1 188.6 272.6
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19. Interest-bearing loans and borrowings continued
The Group’s borrowings, after taking into account the effect of cross-currency swaps and interest rate swaps, are denominated in the following currencies:

Sterling Euro US Dollar Other Total
£m £m £m £m £m

At 30 April 2007

Interest-bearing loans and borrowings

Fixed-rate 77.4 0.3 – – 77.7
Floating-rate 4.5 137.8 12.4 0.1 154.8

81.9 138.1 12.4 0.1 232.5

Net cash and cash equivalents (including overdrafts)

Fixed-rate – (9.5) (0.9) (5.8) (16.2)
Floating-rate (19.6) (37.3) (1.7) (6.8) (65.4)

(19.6) (46.8) (2.6) (12.6) (81.6)

Net borrowings/(cash) at 30 April 2007 62.3 91.3 9.8 (12.5) 150.9

Sterling Euro US Dollar Other Total
£m £m £m £m £m

At 30 April 2006

Interest-bearing loans and borrowings

Fixed-rate 80.6 1.1 – – 81.7
Floating-rate 5.2 172.3 13.0 0.4 190.9

85.8 173.4 13.0 0.4 272.6

Net cash and cash equivalents (including overdrafts)

Fixed-rate – (2.6) – (3.4) (6.0)
Floating-rate (19.4) (22.0) (2.2) (9.3) (52.9)

(19.4) (24.6) (2.2) (12.7) (58.9)

Net borrowings/(cash) at 30 April 2006 66.4 148.8 10.8 (12.3) 213.7
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19. Interest-bearing loans and borrowings continued
Of the total borrowing facilities available to the Group, the undrawn committed facilities available at 30 April 2007 were as follows:

2007 2006
£m £m

Expiring within one year 23.3 5.8

Expiring between one and two years 5.5 24.4

Expiring between two and five years 203.5 173.7

Expiring in more than five years – 0.6

232.3 204.5

At 30 April 2007, 61% of the Group’s net borrowings, after taking into account the effect of cross-currency swaps, were denominated in euros in order
to hedge the underlying assets of the Group’s relevant continental European operations. Interest rates on floating-rate borrowings are based on LIBOR,
EURIBOR or base rates. In April 2005, the Group entered into a syndicated revolving credit facility of £250m, which expires on 31 May 2010. Advances
drawn down under this facility bear interest at a margin over LIBOR or EURIBOR.

In November 2002, the Group entered into a note purchase agreement with a number of institutions that purchased US$105m of DS Smith’s 6.24% senior
notes and £25m of 6.85% senior notes, which will mature on 14 November 2012. The Group entered into a swap transaction with a bank counterparty
under which it made a payment of US$80m in return for €81.6m. The swap counterparty also agreed to pay fixed-rate dollar interest of 6.24% per annum
in exchange for floating euro rate interest at rates linked to EURIBOR. In addition, swap counterparties also agreed to pay fixed-rate dollar interest
of 6.24% per annum on a principal amount of $25m in exchange for floating dollar interest linked to dollar LIBOR and fixed-rate sterling interest of
6.85% per annum on a principal of £25m in exchange for floating sterling interest linked to sterling LIBOR.

In August 2004, the Group entered into a further note purchase agreement with a number of institutions that purchased US$105m of DS Smith’s 5.66%
senior notes and US$95m of 5.80% senior notes, which will mature on 25 August 2014 and 25 August 2016, respectively. The Group entered into swap
transactions with a bank counterparty under which it made payments of US$105m and US$20m in return for €86.5m and €16.5m, respectively, and
a payment of $75m in return for £40.8m.

The swap counterparty agreed to pay fixed-rate dollar interest of 5.66% per annum and 5.80% per annum, respectively, in exchange for floating euro rate
interest at rates linked to EURIBOR and fixed-rate dollar interest of 5.80% per annum in exchange for fixed-rate sterling interest at rates of 6.21% per annum.

Finance lease obligations
2007 2006

Minimum Minimum
lease lease

payments Interest Principal payments Interest Principal
£m £m £m £m £m £m

Less than one year 0.5 (0.2) 0.3 2.1 (0.1) 2.0

Between one and five years 2.1 (0.7) 1.4 – – –

More than five years 3.6 (0.5) 3.1 – – –

Finance lease obligations 6.2 (1.4) 4.8 2.1 (0.1) 2.0
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20. Financial instruments
The summary of the Group’s key financial risks and the policies and objectives in place to manage these risks is set out in the Financial Review and Risk
Management sections of the Business Review on pages 26 to 32. The derivative financial instruments set out in this note have been entered into to help
achieve the Group’s risk management objectives.

The Group enters into derivative financial instruments, primarily interest rate, currency and commodity swaps, to manage interest rate, currency and
commodity risks associated with the Group’s underlying business activities and the financing of these activities.

The assets and liabilities as at 30 April 2007 in respect of derivative financial instruments are as follows:

Assets Liabilities Net

2007 2006 2007 2006 2007 2006
£m £m £m £m £m £m

Derivatives held to

Manage the Group’s exposure to foreign exchange exposure
on foreign currency investments – – (7.4) (9.7) (7.4) (9.7)

Manage the interest rate and currency exposures on borrowings 0.2 0.8 (23.1) (15.2) (22.9) (14.4)

Derivative financial instruments included in net debt 0.2 0.8 (30.5) (24.9) (30.3) (24.1)

Derivatives held to

Hedge future transactions – energy costs 0.7 4.3 (2.6) (1.9) (1.9) 2.4

Hedge future transactions – foreign exchange on purchases
and sales of goods and services – – (0.3) (0.2) (0.3) (0.2)

Total derivative financial instruments 0.9 5.1 (33.4) (27.0) (32.5) (21.9)

Current 0.7 3.7 (1.7) (2.0) (1.0) 1.7

Non-current 0.2 1.4 (31.7) (25.0) (31.5) (23.6)

0.9 5.1 (33.4) (27.0) (32.5) (21.9)

i) Foreign exchange risk on investments
The Group is exposed to foreign exchange risk arising from net investments in Group entities, the functional currency of which differs from the Group’s
presentational currency. The Group hedges this exposure through borrowings denominated in foreign currencies and through cross-currency swaps.

ii) Interest rate and currency risk on borrowings
The Group’s policy on interest rate risk is designed to reduce the Group’s exposure to fluctuating interest rates. The Group designates interest rate swaps as
fair value hedges, to swap fixed-rate debt into floating-rates, and as cash flow hedges, to swap floating-rate debt into fixed-rates. The Group is exposed to
currency risk on borrowings denominated in foreign currencies. The Group hedges part of this exposure through cross-currency swaps designated as either
cash flow or fair value hedges. £0.1m (net of tax) is deferred in equity in respect of cash flow hedges. This will be recycled to the income statement with the
underlying hedged interest, which will occur over periods to 2016.

iii) Commodity price risk
The Group is exposed to price risk on energy purchases. Part of this commodity price risk is managed by a combination of physical supply agreements and
derivative instruments. £1.3m (net of tax) is deferred in equity in respect of cash flow hedges. This will be recycled to the income statement with the underlying
hedged transactions, which occur within two years.

iv) Foreign exchange risk on transactions
The Group is exposed to foreign exchange risk where a business unit makes product sales and materials purchases in a currency other than its functional
currency. Part of this risk is hedged using foreign exchange contracts which are designated as cash flow hedges, resulting in £0.1m (net of tax) being
deferred in equity. This will be recycled to the income statement with the underlying hedged transactions, which occur within two years.

v) Credit risk
The Group has no significant concentrations of credit risk and does not enter into financial instruments to manage credit risk. The maximum exposure
to credit risk is represented by the carrying amount of each financial asset, including derivative financial instruments, in the balance sheet.
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20. Financial instruments continued
vi) Fair values of financial assets and liabilities
The fair value is the amount for which an asset or liability could be exchanged or settled on an arm’s-length basis. For financial instruments carried at fair
value, market prices or rates are used to determine fair value where an active market exists. The Group uses forward prices for valuing forward foreign
exchange and commodity contracts and uses valuation models with present value calculations based on market yield curves to value the note purchase
agreements, cross-currency swaps and interest rate swaps.

All derivative financial assets and liabilities are shown at fair value on the balance sheet. Under IAS 39 hedge accounting rules, only the portions
of the note purchase agreements which form part of an effective fair value hedge are carried at fair value in the balance sheet.

The fair value of financial assets and liabilities which bear floating-rates of interest is estimated to be equivalent to book value.

For current and non-current receivables (note 15) and current and non-current payables (note 16) and provisions (note 22) fair value is estimated
to be equivalent to book value and is not included in the table below.

Carrying amount Fair value

2007 2006 2007 2006
£m £m £m £m

Bank overdrafts (10.8) (1.5) (10.8) (1.5)

Bank borrowings (52.8) (83.4) (52.8) (83.4)

Note purchase agreements (174.9) (187.2) (180.7) (190.8)

Derivatives held to manage the Group’s exposure to foreign exchange
exposure on investments (7.4) (9.7) (7.4) (9.7)

Derivatives held to manage interest rate and currency exposure on foreign currency borrowings (22.9) (14.4) (22.9) (14.4)

Finance leases (4.8) (2.0) (4.8) (2.0)

(273.6) (298.2) (279.4) (301.8)

Cash and cash equivalents 92.4 60.4 92.4 60.4

Net debt (181.2) (237.8) (187.0) (241.4)

Derivatives held to hedge future energy costs (1.9) 2.4 (1.9) 2.4

Derivatives held to hedge foreign exchange on future purchases and sales of goods and services (0.3) (0.2) (0.3) (0.2)
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20. Financial instruments continued
vii) Effective interest rates and repricing analysis
The table below shows the effective interest rate and contractual repricing or maturity dates. The effect and fair value of the cross-currency and interest rate
swaps are, in the table below, included with the financial liability to which they relate.

Fixed interest

Weighted Total
average At floating
effective interest At fixed 1 year More than

interest rate Total rates** interest rates or less 1-5 years 5 years
As at 30 April 2007 % £m £m £m £m £m £m

Financial liabilities

Bank overdrafts 4.7% 10.8 10.8 – – – –

Bank loans* 4.0% 52.0 32.6 19.4 – 19.3 0.1

Note purchase agreements* 5.5% 206.0 144.9 61.1 – – 61.1

Finance leases 4.7% 4.8 4.8 – – – –

Financial assets

Cash and cash equivalents 3.1% (92.4) (76.3) (16.1) (16.1) – –

Net debt/(cash) 6.2% 181.2 116.8 64.4 (16.1) 19.3 61.2

(Less)/add

Effect of cross-currency and interest rate swaps 1.2% (30.3) (124.9) 94.6 – (19.2) 113.8

Total net borrowings/(cash)
(excluding effect of cross-currency and interest rate swaps) 7.4% 150.9 (8.1) 159.0 (16.1) 0.1 175.0

Fixed interest

Weighted Total
average At floating
effective interest At fixed 1 year More than

interest rate Total rates** interest rates or less 1-5 years 5 years
As at 30 April 2006 % £m £m £m £m £m £m

Financial liabilities

Bank overdrafts 3.7% 1.5 1.5 – – – –

Bank loans* 3.4% 83.0 62.2 20.8 0.2 19.9 0.7

Note purchase agreements* 4.7% 211.7 148.8 62.9 – – 62.9

Finance leases 4.7% 2.0 2.0 – – – –

Financial assets

Cash and cash equivalents 2.3% (60.4) (54.4) (6.0) (6.0) – –

Net debt/(cash) 4.8% 237.8 160.1 77.7 (5.8) 19.9 63.6

(Less)/add

Effect of cross-currency and interest rate swaps 1.3% (24.1) (128.7) 104.6 – (19.6) 124.2

Total net borrowings/(cash)
(excluding effect of cross-currency and interest rate swaps) 6.1% 213.7 31.4 182.3 (5.8) 0.3 187.8

* including the effect of interest rate and cross-currency swaps
** floating interest rates reprice between one day and three months
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21. Deferred tax assets and liabilities

Recognised deferred tax assets and liabilities
Deferred tax assets and liabilities are attributable to the following items:

Assets Liabilities Net

2007 2006 2007 2006 2007 2006
£m £m £m £m £m £m

Property, plant and equipment – – (72.7) (70.5) (72.3) (70.5)

Employee benefits including pensions 7.1 16.1 – – 7.1 16.1

Other items 14.3 7.9 (8.7) (5.8) 5.2 2.1

Tax assets/(liabilities) 21.4 24.0 (81.4) (76.3) (60.0) (52.3)

Unrecognised deferred tax assets and liabilities
Deferred tax assets and liabilities have not been recognised in respect of the following items:

Assets Liabilities

2007 2006 2007 2006
£m £m £m £m

Tax losses 3.3 6.4 – –

Unremitted earnings of overseas operations – – (4.7) (4.3)

Total 3.3 6.4 (4.7) (4.3)

The tax losses above do not expire under current tax legislation. Deferred tax assets have not been recognised in respect of these items because it is not
probable that future taxable profit will be available against which the Group can utilise the benefits therefrom. Deferred tax liabilities have not been provided
for in respect of unremitted earnings of overseas subsidiaries as there is no current intention for any of the relevant overseas entities to remit their earnings.

Analysis of movements in recognised deferred tax assets and liabilities during the year
Property, plant
and equipment Employee benefits Other Total

2007 2006 2007 2006 2007 2006 2007 2006
£m £m £m £m £m £m £m £m

At 1 May (70.5) (75.3) 16.1 35.6 2.1 (2.8) (52.3) (42.5)

Acquisitions and disposals – (0.6) – – – – – (0.6)

(Charge)/credit for the year (2.5) 5.8 (4.4) (3.1) 4.6 3.2 (2.3) 5.9

Recognised directly in equity – – (4.6) (16.4) (1.1) 1.7 (5.7) (14.7)

Exchange adjustments 0.3 (0.4) – – – – 0.3 (0.4)

At 30 April (72.7) (70.5) 7.1 16.1 5.6 2.1 (60.0) (52.3)

At 30 April 2007 deferred tax assets and liabilities were recognised for all taxable temporary differences:

– except where the deferred tax liability arises on goodwill;
– except on initial recognition of an asset or liability in a transaction that is not a business combination and, at the time of the transaction, affects neither

the accounting profit nor the taxable profit or loss; and
– in respect of taxable temporary differences associated with investments in subsidiaries and associates except where the timing of the reversal of the

temporary differences can be controlled by the Group and it is probable that the temporary differences will not reverse in the foreseeable future.

At 30 April 2007 deferred tax assets were recognised for all taxable temporary differences, carry forward of unused tax assets and unused tax losses
except where it is unlikely that taxable profit will be available against which to offset the loss.

In March 2007, the UK government announced an intention to amend UK tax legislation to reduce the UK corporation tax rate from 30% to 28% from
1 April 2008 and also to remove tax depreciation on UK industrial buildings from 2011 onwards. At 30 April 2007 these changes in legislation had not
been substantively enacted and therefore the UK tax rate applied for the purposes of the measurement of the Group’s deferred tax in the Annual Report is
30% and no amendment to deferred tax has been recognised in respect of temporary differences relating to certain UK buildings. Had the legislation been
substantively enacted on 30 April 2007, the Group estimates its net deferred tax provision would have increased from £60.0m to £73.0m.
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22. Provisions
Employee

benefits Restructuring Other Total
£m £m £m £m

Balance at 1 May 2006 4.4 12.9 2.2 19.5

Provisions made during the year 0.5 13.4 0.5 14.4

Provisions used during the year (0.1) (13.4) (0.5) (14.0)

Provisions reversed during the year (0.4) – – (0.4)

Balance at 30 April 2007 4.4 12.9 2.2 19.5

Non-current 4.2 3.8 0.9 8.9

Current 0.2 9.1 1.3 10.6

4.4 12.9 2.2 19.5

The provision for employee benefits mainly represents that for long-service awards. The restructuring provision includes amounts associated with the closures
and restructuring costs described in note 4. Other provisions mainly relate to provisions for vacant leaseholds and various legal claims.
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23. Capital and reserves

Reconciliation of movement in capital and reserves
Retained earnings

Total
reserves

Total attributable Minority
Share Share Hedging Translation Own retained to equity interests Total

capital premium reserve reserve shares Other earnings shareholders (see below) equity
£m £m £m £m £m £m £m £m £m £m

Balance at 1 May 2005 38.9 257.0 (0.5) (0.3) (4.7) 219.6 214.9 510.0 8.3 518.3

Profit for the period – – – – – 4.2 4.2 4.2 1.1 5.3

Actuarial gains recognised
in the pension schemes – – – – – 54.4 54.4 54.4 – 54.4

Movement on deferred tax relating
to the actuarial gains – – – – – (16.5) (16.5) (16.5) – (16.5)

Currency translation differences
(including tax) – – – 9.7 – – – 9.7 – 9.7

Changes in the fair value of cash flow
hedges (including tax) – – 0.2 – – – – 0.2 – 0.2

New share capital issued 0.2 2.4 – – – – – 2.6 – 2.6

Share-based payment expense
(including tax) – – – – 0.6 (0.5) 0.1 0.1 – 0.1

Dividends paid to shareholders – – – – – (32.6) (32.6) (32.6) – (32.6)

Balance at 30 April 2006 39.1 259.4 (0.3) 9.4 (4.1) 228.6 224.5 532.1 9.4 541.5

Profit for the period – – – – – 60.6 60.6 60.6 0.7 61.3

Actuarial gains recognised
in the pension schemes – – – – – 17.0 17.0 17.0 – 17.0

Movement on deferred tax relating
to the actuarial gains – – – – – (5.1) (5.1) (5.1) – (5.1)

Currency translation differences
(including tax) – – – (6.6) – – – (6.6) (0.1) (6.7)

Changes in the fair value of cash flow
hedges (including tax) – – (1.2) – – – – (1.2) – (1.2)

New share capital issued 0.2 3.5 – – – – – 3.7 – 3.7

Share-based payment expense
(including tax) – – – – 1.1 0.5 1.6 1.6 – 1.6

Minority interest: non-controlling
shareholders’ put option – – – – – – – – (12.3) (12.3)

Dividends paid to shareholders – – – – – (32.7) (32.7) (32.7) – (32.7)

Balance at 30 April 2007 39.3 262.9 (1.5) 2.8 (3.0) 268.9 265.9 569.4 (2.3) 567.1
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23. Capital and reserves continued

Share capital
Number of shares

2007 2006 2007 2006
Millions Millions £m £m

Ordinary shares of 10 pence each:

Authorised 410.0 410.0 41.0 41.0

Issued, allotted, called up and fully paid 393.2 390.9 39.3 39.1

The holders of ordinary shares are entitled to receive dividends as declared from time to time and are entitled to one vote per share at meetings
of the Company. In respect of the Company’s shares that are held by the Group (see below), all rights are suspended until those shares are reissued.
A reconciliation of the movement in share capital is given in note 9 to the Company balance sheet on page 97.

Translation reserve
The translation reserve comprises all foreign exchange differences arising from the translation of the financial statements of foreign operations, as well
as from the translation of liabilities that hedge the Company’s net investment in a foreign subsidiary.

Hedging reserve
The hedging reserve comprises the effective portion of the cumulative net change in the fair value of cash flow hedging instruments related to hedged
transactions that have not yet occurred.

Own shares
The reserve for the Company’s own shares comprises the cost of the Company’s shares held by the Group. The Group operates a General Employee Benefit
Trust, which acquires shares in the Company that can be used to satisfy the requirements of the Executive Share Option scheme, the Restricted Share Plan
(discontinued in 2004) and the Long-Term Incentive Plan (established in 2004). At 30 April 2007, the Trust held 1.9m shares (2006: 2.6m shares). The
market value of the shares at 30 April 2007 was £4.6m (2006: £3.9m). Dividends receivable on the shares owned by the Trust have been waived.

Minority interest
The non-controlling shareholders of one subsidiary in respect of which a minority interest is recognised in these financial statements have an option to put
their shareholding to the DS Smith Group. On the exercise of this put option, the purchase price of the shares will be calculated by reference to the recent
profitability of the subsidiary involved, using a multiple-based formula. During the current financial year, the International Financial Reporting Interpretations
Committee (IFRIC) clarified the accounting treatment to be adopted in circumstances such as these. Accordingly, a liability of £12.3m has been recognised
and a corresponding entry has been recorded against minority interest, as shown in the table on page 83.

24. Post-retirement benefits

Liability for defined benefit obligations
During 2006/07 the Group operated two funded, defined benefit schemes in the UK, the DS Smith Group Pension scheme (‘the Group scheme’) and the
DS Smith Containers scheme (‘the Containers scheme’). The assets and liabilities of the Containers scheme were transferred to the Group scheme on
30 April 2007, with the effect that only the Group scheme operates from 1 May 2007. The Group made agreed annual contributions of £14.0m to the
Group scheme in 2006/07 (2005/06: £14.0m) and contributions of £0.6m to the Containers scheme (2005/06: £0.6m). Future contributions will be in
part dependent on the results of the triennial actuarial valuation of the scheme as at 30 April 2007 and related discussions between the Group and the
combined scheme’s trustees. The Group operates various local pension arrangements for overseas operations and unfunded arrangements for senior
executives: these are, in aggregate, not significant to the Group. The financial information given on pages 85 and 86 includes amounts related to these
other arrangements, where appropriate. A charge over certain assets of the Group has been made as security for certain of the unfunded arrangements.
The most recent actuarial valuation of the Group scheme was as at 5 April 2004, which has been updated to 30 April 2007 by a qualified independent
actuary. The Containers scheme was valued in 2004 and this valuation has been updated to 30 April 2007 by a qualified independent actuary. All
valuations used the projected unit method. Both the Group scheme and the Containers scheme are closed to new entrants. Because of this, the average
age of the active members is likely to increase at future valuations and this will lead to an increasing current service contribution rate; this may be offset
by a falling total pensionable salary resulting from leavers and retirements.
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24. Post-retirement benefits continued

Liability for defined benefit obligations
Principal actuarial assumptions are as follows:

2007 2006 2005
% % %

Discount rate for scheme liabilities 5.4% 5.1% 5.3%

Inflation 2.9% 2.7% 2.6%

Future salary increases 3.9% 3.7% 3.6%

Future pension increases 2.9% 2.7% 2.6%

For mortality tables, the Group has used PA 92 tables for pensioners and PA 92 tables with a three-year age reduction adjustment for non-pensioners.
Using these tables, a male member currently aged 40 is expected to live for a further 43.2 years, while a male pensioner aged 65 is expected to live for
a further 16.9 years. The tables above have been used as at 30 April 2007 and 30 April 2006 and reflect published mortality investigation data in
conjunction with the consideration of the mortality experience of scheme members.

The amounts recognised in the balance sheet in respect of post-retirement benefits, and the expected long-term rates of return applied to the schemes’ assets
in the relevant financial period, are as follows:

2007 2006 2005

Expected Expected Expected
rate of Market rate of Market rate of Market
return value return value return value

% £m % £m % £m

Equities 7.4% 527.1 7.5% 524.5 7.9% 392.2

Bonds, gilts and cash (weighted average) 4.1% 210.8 4.3% 181.6 4.7% 167.1

Total market value of assets 737.9 706.1 559.3

Present value of schemes’ liabilities (756.5) (756.4) (674.1)

Deficit in the schemes (18.6) (50.3) (114.8)

Related deferred tax asset 5.6 15.0 34.5

Net pension liability (13.0) (35.3) (80.3)

Movements in the liability for defined benefit schemes’ obligations recognised in the consolidated balance sheet
2007 2006

£m £m

Schemes’ liabilities at 1 May (756.4) (674.1)

Employment benefit finance expense (38.1) (35.2)

Expense recognised in the income statement (10.9) (11.4)

Member contributions (6.9) (6.8)

Curtailments – 3.3

Pension payments 31.4 24.2

Actuarial gains and (losses) recognised in the consolidated statement of recognised income and expense 24.2 (56.4)

Effect of movements in foreign exchange 0.2 –

Schemes’ liabilities at 30 April (756.5) (756.4)
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24. Post-retirement benefits continued

Movements in the fair value of defined benefit schemes’ assets recognised in the consolidated balance sheet
2007 2006

£m £m

Schemes’ assets at 1 May 706.1 559.3

Employer contributions 17.3 16.8

Member contributions 6.9 6.8

Expected return on schemes’ assets 46.1 36.4

Actuarial gains and (losses) recognised in the consolidated statement of recognised income and expense (7.2) 110.8

Pension payments (31.2) (24.0)

Effect of movements in foreign exchange (0.1) –

Schemes’ assets at 30 April 737.9 706.1

Expense recognised in the consolidated income statement
2007 2006

£m £m

Current service cost (9.4) (11.1)

Past service cost (1.5) (0.3)

Total service cost (10.9) (11.4)

Interest on schemes’ liabilities (38.1) (35.2)

Expected return on schemes’ assets 46.1 36.4

Employment benefit net finance income 8.0 1.2

Analysis of amounts recognised in the consolidated statement of recognised income and expense
2007 2006

£m £m

Actual return less expected return on pension schemes’ assets (7.2) 110.8

Experience gains and (losses) arising on schemes’ liabilities 10.3 (17.9)

Changes in assumptions underlying present value of schemes’ liabilities 13.9 (38.5)

Actuarial gains recognised in the consolidated statement of recognised income and expense 17.0 54.4

History of experience gains and losses
2007 2006

£m £m

Difference between expected and actual returns on schemes’ assets (7.2) 110.8

Above as a percentage of schemes’ assets 1% 16%

Experience gains and (losses) arising on schemes’ liabilities 10.3 (17.9)

Above as a percentage of the present value of schemes’ liabilities (1)% (2)%

Total amount recognised in the consolidated statement of total recognised income and expense 17.0 54.4

Above as a percentage of the present value of schemes’ liabilities 2% 7%
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25. Share-based payment expense
The Group’s share-based payment arrangements are as follows:

(i) An Executive Share Option Scheme (ESOS) is operated for Executive Directors and other senior executives. Approved and unapproved options are
granted to UK and overseas executives on a phased basis. The vesting of any options granted under this Scheme is subject to the achievement of long-
term performance conditions, being that the growth in the Company’s normalised earnings per share must match or exceed the growth in the UK Retail
Prices Index plus an average of 3% per annum over the three-year period following grant. The base financial year for the purposes of measuring
earnings per share growth will be the financial year prior to the grant date. Normally, no part of the option will vest unless the long-term performance
conditions have been achieved and the vesting period of three years’ service has been attained.

(ii) In the past, Executive Directors and other senior executives received an award of shares in the Company equal in value to the participant’s annual
cash bonus, pursuant to a Restricted Share Plan (RSP). The award of these shares is dependent upon performance in the relevant financial year. There
is a vesting period of three years’ service. This scheme ceased to be operated from September 2004.

(iii) In September 2004, the Group established a Long-Term Incentive Plan (LTIP). The key features of the plan are that:

• awards will be made to selected Executive Directors and other senior executives over shares in the Company; performance will be measured over
a single period of three financial years;

• awards will vest based on the Company’s total shareholder return (being the increase in share price and the value of reinvested dividends) compared
to a comparator group of companies, being the constituents of the FTSE Mid 250 Index (excluding investment trusts) for initial awards;

• if the Company’s total shareholder return is ranked in the upper quartile of the comparator group or higher, the full award will vest, reducing
on a straight-line basis to 30% of the award vesting for median performance. None of the award vests for below median performance; and

• additionally, no awards will vest, irrespective of total shareholder return performance, unless the Company’s earnings per share growth matches
or exceeds the growth in the Retail Prices Index over the three year period.

During the year, awards totalling 1,520,663 shares were made to participating executives under the LTIP. At 30 April 2007, the total number of shares
awarded and outstanding under the LTIP was 3,987,241 (2006: 2,929,312).

The total number of options outstanding and exercisable under share arrangements as at 30 April 2007 was as follows:

Options outstanding Options exercisable

Weighted
average Weighted Weighted

remaining average average
Number Option price contract life exercise Number exercise

of shares range (years) price (p) exercisable price (p)

Executive Share Option Scheme (1992) 339,784 164.8p –187.9p 1.2 169.4 339,784 169.4

Executive Share Option Scheme (1999) 7,191,864 135.2p –159.0p 7.2 150.0 126,145 146.4

Restricted Share Plan 536,213 Nil 4.0 Nil 69,883 Nil

Long-Term Incentive Plan 3,987,241 Nil 1.3 Nil – Nil

The effect on earnings per share of potentially dilutive shares issuable under share-based payment arrangements is shown in note 8.
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25. Share-based payment expense continued
Movements in the number of share options outstanding and their related weighted average exercise prices are as follows:

Executive Share Executive Share 1999 Savings Related Restricted Long-Term
Option Scheme (1992) Option Scheme (1999) Option Scheme Share Plan Incentive Plan

Weighted Weighted Weighted Weighted Weighted
average average average average average
exercise Options exercise Options exercise Options exercise Options exercise Options

2007 price (p) (‘000s) price (p) (‘000s) price (p) (‘000s) price (p) (‘000s) price (p) (‘000s)

Balance at
1 May 2006 182.9 2,024 150.5 7,132 – – Nil 1,265 Nil 2,929

Granted – – 148.7 1,533 – – – – Nil 1,521

Exercised 170.3 (1,353) 151.4 (924) – – Nil (697) – –

Lapsed 248.6 (331) 150.3 (549) – – Nil (32) Nil (463)

Balance
at 30 April 2007 169.4 340 150.0 7,192 – – Nil 536 Nil 3,987

Exercisable
at 30 April 2007 169.4 340 146.4 126 – – Nil 70 Nil –

Executive Share Executive Share 1999 Savings Related Restricted Long-Term
Option Scheme (1992) Option Scheme (1999) Option Scheme Share Plan Incentive Plan

Weighted Weighted Weighted Weighted Weighted
average average average average average
exercise Options exercise Options exercise Options exercise Options exercise Options

2006 price (p) (‘000s) price (p) (‘000s) price (p) (‘000s) price (p) (‘000s) price (p) (‘000s)

Balance at
1 May 2005 200.0 3,099 147.3 7,717 139.9 1,123 Nil 1,750 Nil 1,556

Granted – – 157.9 1,583 – – – – Nil 1,594

Exercised 165.1 (163) 142.9 (1,533) 138.1 (84) Nil (376) – –

Lapsed 244.1 (912) 148.1 (635) 140.1 (1,039) Nil (109) Nil (221)

Balance
at 30 April 2006 182.9 2,024 150.5 7,132 – – Nil 1,265 Nil 2,929

Exercisable
at 30 April 2006 182.9 2,024 150.0 915 – – Nil 200 Nil –

The total expense recognised as employee costs is as follows:

2007 2006
£m £m

Share options granted in 2005 0.2 (0.2)

Share options granted in 2006 0.4 0.3

Share options granted in 2007 0.4 –

Total expense recognised as employee costs 1.0 0.1

The fair value of options granted during the period, determined using a stochastic valuation model, was £1.3m (2006: £1.5m). The significant inputs into
the model were: share prices of £1.50 for LTIP (2006: £1.57) and £1.48 for ESOS (2006: £1.59) at the grant date; the exercise prices shown above;
standard deviation of expected share price returns of 28.7% for LTIP and 23.2% for ESOS; options life disclosed above; annual risk-free interest rate of
4.7% for LTIP and ESOS; and expected dividend yield of 5.6% for LTIP and 5.7% for ESOS. The volatility of share price returns measured as the standard
deviation of expected share price returns is based on statistical analysis of daily share prices over a period of three to six years.
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26. Cash generated from operations
2007 2007 2006 2006

£m £m £m £m

Profit for the financial year 61.3 5.3

Adjustments for

Exceptional items – non-cash amounts (11.1) 37.8
Depreciation and amortisation 62.9 67.2
Profit on sale of non-current assets (6.6) (7.1)
Share of profit of associates (3.9) (4.1)
Employment benefit net finance income (8.0) (1.2)
Share-based payment expense 1.0 0.1
Finance income (1.7) (2.3)
Finance costs 16.7 14.6
Income tax expense 17.2 5.7

66.5 110.7

Changes in

Inventories (1.9) (4.2)
Trade and other receivables (11.5) 13.1
Trade and other payables 21.9 18.5
Provisions and employee benefits (8.3) (5.2)

0.2 22.2

Cash generated from operations 128.0 138.2
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27. Reconciliation of net cash flow to movement in net debt
2007 2006

£m £m

Operating profit before exceptional items 77.7 60.4

Depreciation and amortisation 62.9 67.2

Adjusted EBITDA 140.6 127.6

Working capital movement 8.5 27.4

Exceptional cash costs (7.2) (4.6)

Other (13.9) (12.2)

Cash generated from operations 128.0 138.2

Capital expenditure payments (55.8) (62.7)

Proceeds from sales of assets and investments 41.0 13.2

Tax paid (15.1) (13.5)

Interest paid (14.1) (12.0)

Free cash flow before net (acquisitions)/disposals and dividends 84.0 63.2

Dividends (32.7) (32.6)

Net (acquisitions)/disposals of subsidiaries 0.2 0.5

Net cash flow 51.5 31.1

Proceeds from the issue of share capital 3.7 2.6

Net debt acquired – (2.6)

Non-cash movements 1.4 (6.1)

Net debt movement 56.6 25.0

Opening net debt (237.8) (262.8)

Closing net debt (181.2) (237.8)

28. Operating leases
Non-cancellable operating lease rentals are payable as follows:

2007 2006
£m £m

Less than one year 21.8 16.1

Between one and five years 68.7 68.9

More than five years 36.0 48.0

126.5 133.0

Operating lease payments represent rentals payable by the Group for certain of its properties, machines, vehicles and office equipment.

As at 30 April 2007, the Group’s future minimum sub-lease receipts totalled £1.4m (2006: £1.6m), of which: £0.2m (2006: £0.2m) falls within one year;
£0.8m (2006: £0.8m) between one and five years; and £0.4m (2006: £0.6m) after five years.

29. Capital commitments
As at 30 April 2007, the Group had committed to incur capital expenditure of £7.2m (2006: £12.6m).

30. Contingencies
The Group has guaranteed certain future operating commitments of its joint venture, Grovehurst Energy Limited (see note 35).
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31. Acquisitions and disposals
On 30 September 2005, the Group acquired 100% of the voting share capital of Timmermans NV, the largest office products wholesaler in the Benelux
region of Europe, for initial consideration of £10.5m. The acquisition gave rise to goodwill of £2.8m. There were no material adjustments in the 2006/07
financial statements to the fair values of the assets and liabilities acquired on the finalisation of the previously provisional amounts. Additional consideration,
of up to £2.8m, is payable to the previous owners depending on the performance of the business in future financial periods.

In July 2005, the Group sold its Office Products Manufacturing business, John Dickinson, for a loss of £1.7m. In 2006/07, the Group received £1.0m of
deferred consideration in respect of the disposal of John Dickinson. In December 2005, the Group sold its plastic coating and laminating business, BSK, in
the Plastic Packaging segment for a loss of £2.6m. Total proceeds for the disposals in 2005/06 were £11.0m, net of cash and cash equivalents disposed of.

32. Related parties

Identity of related parties
In the normal course of business the Group undertakes a wide variety of transactions with certain of its subsidiaries (see note 33), associates (see note 12)
and joint venture (see note 35).

The key management personnel of DS Smith Plc comprise the Chairman, Executive Directors and non-Executive Directors. The compensation of key
management personnel can be found in the Remuneration Report set out on pages 41 to 47 of the Annual Report. Certain key management also participate
in the Group’s share option programme (refer to note 25). Included within the share-based payment expense is a charge of £0.2m (2006: £nil) relating to
key management.

Other related party transactions
2007 2006

£m £m

Sales to associates and joint venture 0.9 1.4

Purchases from associates and joint venture 35.1 26.5

Amounts due from associates and joint venture 0.1 0.1

Amounts due to associates and joint venture 6.2 –
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33. DS Smith Group companies

Control of the Group
The Group’s ultimate parent company is DS Smith Plc.

List of key consolidated companies
Country of Ownership

incorporation interest
or registration 2007

UK Paper and Corrugated Packaging

St Regis Paper Company Limited England 100%

A. A. Griggs & Co Limited England 100%*

DS Smith Packaging Limited England 100%*

Continental European Corrugated Packaging

DS Smith Kaysersberg S.A.S. France 100%*

DS Smith Polska S.A. Poland 98%*

Toscana Ondulati SpA Italy 65%*

Çopikas AS Turkey 100%*

Plastic Packaging

DS Smith Plastics Limited England 100%*

Cartón Plástico s.a. Spain 100%*

DW Plastics NV Belgium 100%*

Ducaplast S.A.S. France 100%*

Demes Logistics GmbH & Co KG Germany 100%*

David S. Smith America Inc. USA 100%*

DSS Rapak Inc. USA 100%*

StePac L.A. Limited Israel 90%*

Rapak GmbH & Co KG Systemverpackungen Germany 100%*

Office Products Wholesaling

Spicers Limited England 100%

Spicers (Ireland) Limited Ireland 100%*

Spicers France SAS France 100%*

Timmermans NV Belgium 100%*

* indirectly held by DS Smith Plc

A complete list of the Group’s companies is available at DS Smith Plc, 4-16 Artillery Row, London SW1P 1RZ, United Kingdom.

34. Subsequent events
No material events occurred after the balance sheet date that require disclosure.

35. Interest in joint venture
The Group has a 50% interest in Grovehurst Energy Limited, a company incorporated in England and Wales, the principal activity of which is the provision
of energy and other services to the UK paper business. Grovehurst Energy Limited has a financial year-end of 31 December; its results have been
proportionately consolidated in these financial statements. The assets and liabilities and income and expenses of Grovehurst Energy Limited, on a 100%
basis, are as follows: non-current assets – £7.2m (2006: £8.0m); current assets – £11.1m (2006: £5.7m); non-current liabilities – £7.4m (2006: £6.6m);
current liabilities – £11.7m (2006: £7.3m); income – £56.2m (2006: £53.0m); expenses – £56.2m (2006: £53.0m).
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Company Balance Sheet Prepared in Accordance with UK GAAP
As at 30 April 2007

2007 2006
Note £m £m

Fixed assets

Tangible assets 4 1.5 1.6

Investments 5 920.0 920.0

921.5 921.6

Current assets

Debtors: amounts falling due within one year 6 46.8 13.7

Debtors: amounts falling due after more than one year 6 216.9 243.5

Short-term investments 23.7 –

Cash at bank and in hand 0.3 2.0

287.7 259.2

Creditors: amounts falling due within one year

Trade and other creditors 7 (34.7) (32.8)

Borrowings 7 (61.7) –

Net current assets 191.3 226.4

Total assets less current liabilities 1,112.8 1,148.0

Creditors: amounts falling due after more than one year

Trade and other creditors 7 (31.7) (25.0)

Borrowings 7 (454.3) (462.2)

Provisions for liabilities and charges 8 (0.6) (0.7)

Net assets excluding pension liability 626.2 660.1

Net pension liability 2 (9.8) (32.1)

Net assets including pension liability 616.4 628.0

Capital and reserves

Called up share capital 9 39.3 39.1

Share premium account 10 262.9 259.4

Acquisition reserve 10 88.1 88.1

Profit and loss account 10 226.1 241.4

Shareholders’ funds 616.4 628.0

Approved by the Board on 27 June 2007 and signed on its behalf by
A D Thorne, Director
G M Morris, Director
The notes on pages 94 to 98 form part of these accounts.
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1. Significant accounting policies
A summary of the significant accounting policies, which have been applied
consistently, is set out below:

(a) Accounting basis
The financial statements are prepared in accordance with applicable
accounting standards.

Under section 230(4) of the Companies Act 1985 the Company is exempt
from the requirement to present its own profit and loss account.

As the results of the Company are being presented together with its
consolidated financial statements (refer to pages 54 to 92), the Company
has taken advantage of the exception contained in FRS 8 and has therefore
not disclosed transactions or balances with entities which form part of the
Group (or investees of the Group qualifying as related parties).

(b) Income recognition
Dividend income from subsidiary undertakings is recognised in the profit
and loss account when declared by the subsidiary undertaking.

(c) Tangible fixed assets
Tangible fixed assets are stated at cost. Depreciation is calculated to write
off the cost or valuation less the estimated residual value of all tangible
fixed assets in equal annual instalments over their estimated useful lives
at the following rates:

Plant, machinery, fixtures and fittings 5-33.3% pa

(d) Fixed asset investments
Fixed asset investments are valued at cost less provisions for impairment.

(e) Deferred taxation
In accordance with FRS 19, deferred tax is provided in full on timing
differences that result in an obligation at the balance sheet date to pay
more tax, or a right to pay less tax, at a future date, at rates expected
to apply when they crystallise, provided at current tax rates and based
on current legislation. Timing differences arise from the inclusion of items
of income and expenditure in taxation computations in periods different
from those in which they are included in the financial statements.

Deferred tax assets are recognised to the extent that it is regarded as more
likely than not that they will be recovered. Deferred tax assets and liabilities
are not discounted.

(f) Foreign currencies
Monetary assets and liabilities denominated in foreign currencies are
translated at the rates of exchange ruling at the financial year-end.

Exchange differences arising on translation are taken to the profit and
loss account.

(g) Pension contributions
The amounts charged to operating profit in respect of defined benefit
arrangements are the current service costs and gains and losses on
settlements and curtailments. They are included as part of staff costs. Past
service costs are recognised immediately in the profit and loss account if
the benefits have vested. If the benefits have not vested immediately, the
costs are recognised over the period until vesting occurs. Actuarial gains
and losses are recognised immediately in the statement of total recognised
gains and losses.

Pension scheme assets are measured at fair value and liabilities are measured
on an actuarial basis using the projected unit method and discounted at a
rate equivalent to the current rate of return on a high quality corporate bond
of equivalent currency and duration to the scheme liabilities. The resulting
defined benefit net asset or liability, net of the related deferred tax, is
presented separately after other net assets on the face of the balance sheet.

(h) Financial instruments
Financial instruments are reported in accordance with FRS 26 Financial
Instruments: Recognition and Measurement.

The Group uses derivative financial instruments, primarily interest rate,
currency and commodity swaps, to manage interest rate, currency and
commodity risks associated with the Group’s underlying business activities
and the financing of these activities. The Group has a policy not to, and
does not, undertake any speculative activity in these instruments.

Such derivative financial instruments are initially recognised at fair value on
the date on which a derivative contract is entered into and are subsequently
remeasured at fair value. Derivatives are carried as assets when the fair
value is positive and as liabilities when the fair value is negative.

Derivative financial instruments are accounted for as hedges when designated
as hedges at the inception of the contract and when the financial instruments
provide an effective hedge of the underlying risk. Any gains or losses
arising from the hedging instruments are offset against the hedged items.

For the purpose of hedge accounting, hedges are classified as:

– fair value hedges when hedging the exposure to changes in the fair value
of a recognised asset or liability;

– cash flow hedges when hedging exposure to variability in cash flows that
is either attributable to a particular risk associated with a recognised asset
or liability or a highly probable forecast transaction.

(i) Share options
The Company operates an equity-settled, share-based compensation plan.
The fair value of the employee services received in exchange for the grant
of the options is recognised as an expense. The fair value of the options
granted is measured using a stochastic model, taking into account the terms
and conditions upon which the options were granted. The total amount to
be expensed over the vesting period is determined by reference to the fair
value of the options granted, excluding the impact of any non-market vesting
conditions. Non-market vesting conditions are included in assumptions
about the number of options that are expected to become exercisable. At
each balance sheet date, the entity revises its estimates of the numbers of
options that are expected to become exercisable. It recognises the impact
of the revision of original estimates, if any, in the income statement, and
a corresponding adjustment to equity.

The proceeds received as a result of such options being exercised, net
of any directly attributable transaction costs, are credited to share capital
(nominal value) and share premium when the options are exercised.

Where applicable, the fair value of employee services received by
subsidiary undertakings within the DS Smith Plc group in exchange
for options granted by the Company is recognised as an expense in
the financial statements of the subsidiary by means of a recharge from
the Company.
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2. Pensions
Details of the assumptions used in the calculation of the underlying assets and liabilities are disclosed in note 24 to the consolidated financial statements on
page 85.

2007 2006
£m £m

Market value of schemes’ assets 728.9 697.0

Present value of schemes’ liabilities (742.9) (742.8)

Deficit in the schemes (14.0) (45.8)

Related deferred tax asset 4.2 13.7

Net pension liability (9.8) (32.1)

The movement in deficit during the year is as follows:

2007 2006
£m £m

Opening deficit (45.8) (110.2)

Service cost (10.0) (10.5)

Contributions 16.0 15.7

Other finance income 8.0 1.5

Actuarial gain and losses 17.6 54.7

Curtailments – 3.3

Transfers – (0.5)

Net payments 0.2 0.2

Closing deficit (14.0) (45.8)

Information on other aspects of the Company’s defined benefit arrangements is materially the same as set out in note 24 to the consolidated financial statements.

3. Employee information
The average number employed by the Company during the year was 37 (2005/06: 37).

2007 2006
£m £m

Wages and salaries 5.1 3.7

Social security costs 0.6 0.4

Pension costs 0.3 0.4

Total 6.0 4.5

Note 25 to the consolidated financial statements sets out the disclosure information required for the Company’s share-based payments.
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Notes to the Company Balance Sheet Prepared in Accordance with UK GAAP continued

4. Tangible fixed assets
Land and Plant and
buildings equipment Total

£m £m £m

Cost

Balance at 1 May 2006 1.4 3.1 4.5

Additions – – –

Balance at 30 April 2007 1.4 3.1 4.5

Depreciation and impairment losses

Balance at 1 May 2006 – (2.9) (2.9)

Depreciation charge for the year – (0.1) (0.1)

Balance at 30 April 2007 – (3.0) (3.0)

Carrying amount

At 1 May 2006 1.4 0.2 1.6

At 30 April 2007 1.4 0.1 1.5

5. Fixed asset investments
Shares

in Group
undertakings Other Total

£m £m £m

At 30 April 2006 and 30 April 2007 918.7 1.3 920.0

The Company’s principal trading subsidiary undertakings at 30 April 2007 are shown in note 33 of the consolidated financial statements.

6. Debtors
2007 2006

£m £m

Amounts falling due within one year

Amounts owed by subsidiary undertakings 30.2 5.1

Corporation tax 11.5 3.0

Other debtors 3.8 1.6

Prepayments and accrued income 0.2 0.1

Derivative financial instruments 1.1 3.9

46.8 13.7

Amounts falling due after more than one year

Amounts owed by subsidiary undertakings 215.0 240.1

Other debtors – 1.9

Deferred tax asset 1.7 0.1

Derivative financial instruments 0.2 1.4

216.9 243.5

Total debtors 263.7 257.2



DS Smith Plc Annual Report 2007 97

7. Creditors
2007 2006

£m £m

Trade and other creditors falling due within one year

Amounts owed to subsidiary undertakings 22.1 21.0

Other tax and social security payables 1.8 1.7

Accruals and deferred income 9.0 8.1

Derivative financial instruments 1.8 2.0

34.7 32.8

Trade and other creditors falling due after more than one year

Derivative financial instruments 31.7 25.0

31.7 25.0

Borrowings falling due within one year

Bank loans and overdrafts 61.7 –

61.7 –

Borrowings falling due after more than one year

Bank loans 47.9 75.8

Loans from subsidiary undertakings 231.5 199.2

Other loans 174.9 187.2

454.3 462.2

Total creditors 582.4 520.0

8. Provisions for liabilities and charges
Total
£m

At 1 May 2006 0.7

Utilised (0.1)

At 30 April 2007 0.6

9. Share capital
Number of shares

2007 2006 2007 2006
Millions Millions £m £m

Ordinary equity shares of 10 pence each

Authorised 410.0 410.0 41.0 41.0

Issued, allotted, called up and fully paid 393.2 390.9 39.3 39.1

Shares issued during the year to 30 April 2007 and the consideration received were:
Allotted, called up and fully paid

Number Nominal Share Total
of shares value premium consideration

‘000 £’000 £’000 £’000

Reason for issue

Executive options 2,277 228 3,475 3,703
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10. Reserves
Share Profit and loss account

premium Acquisition Own Hedging
account reserve shares reserve Other Total

£m £m £m £m £m £m

At 1 May 2006 259.4 88.1 (4.1) (0.5) 246.0 241.4

Premium arising on shares issued under option schemes 3.5 – – – – –

Retained profit for the financial year – – – – (27.7) (27.7)

Actuarial gains on pension schemes – – – – 17.6 17.6

Tax on actuarial gains on pension schemes – – – – (5.3) (5.3)

Changes in the fair value of cash flow hedges (including tax) – – – (0.9) – (0.9)

Share-based payments – – 1.1 – (0.1) 1.0

At 30 April 2007 262.9 88.1 (3.0) (1.4) 230.5 226.1

The Company made a profit for the financial year of £5.0m (2005/06: £41.9m) including the recognition of intra-group dividends.

No separate profit and loss account is presented for the Company as permitted by Section 230(4) of the Companies Act 1985.

The Company’s profit and loss account includes an amount of £76.6m (2005/06: £76.6m) which is considered non-distributable.

11. Contingent liabilities
The Company has guaranteed the gross overdrafts and loans of certain subsidiary undertakings which at 30 April 2007 amounted to £113.7m
(2006: £155.0m).

Notes to the Company Balance Sheet Prepared in Accordance with UK GAAP continued
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Five-Year Financial Summary

Reported under UK GAAP4 Reported under IFRS4

Year ended Year ended Year ended Year ended Year ended
30 April 30 April 30 April 30 April 30 April

2003 2004 2005 2006 2007
£m £m £m £m £m

Revenue

UK Paper and Corrugated Packaging
747.0 748.9

631.2 649.6 687.1

Continental European Corrugated Packaging 265.7 276.6 308.0

Plastic Packaging 195.0 208.7 195.9 202.4 201.8

Office Products Wholesaling 495.6 498.8 499.7 518.7 569.2

Office Products Manufacturing5 59.7 48.0 46.8 5.4 –

Intra-segment (18.3) (15.9) (14.4) – –

Group revenue 1,479.0 1,488.5 1,624.9 1,652.7 1,766.1

Operating profit1, 4

UK Paper and Corrugated Packaging
53.1 41.4

31.6 20.5 36.5

Continental European Corrugated Packaging 20.2 20.1 18.2

Plastic Packaging 14.7 14.0 9.3 7.2 10.2

Office Products Wholesaling 16.2 19.7 21.5 12.6 12.8

Office Products Manufacturing5 4.0 0.3 – – –

Group operating profit1, 4 88.0 75.4 82.6 60.4 77.7

Share of profit of associates6 2.6 3.0 3.4 4.1 3.9

Net finance cost (10.9) (10.4) (13.2) (12.3) (15.0)

Employee benefit net finance income4 – (3.2) 1.1 1.2 8.0

Profit before taxation, exceptional items and amortisation of intangibles4 79.7 64.8 73.9 53.4 74.6

Exceptional items (8.5) – (9.6) (42.4) 3.9

Amortisation of intangibles (2.2) (3.6) – – –

Profit before income tax4 69.0 61.2 64.3 11.0 78.5

Free cash flow 60.2 63.0 55.8 63.2 84.0

Capital expenditure7 57.4 49.8 53.6 62.7 66.0

Depreciation/amortisation 62.2 64.5 68.6 67.2 62.9

Average capital employed2 775.5 789.3 949.0 930.0 895.0

Shareholders’ funds4 472.9 494.4 519.8 541.5 567.1

Net debt 202.3 274.7 260.7 237.8 181.2

Adjusted return on sales1, 4 5.9% 5.1% 5.1% 3.7% 4.4%

Adjusted return on average capital employed1, 4 11.3% 9.6% 8.7% 6.5% 8.7%

Gearing4 42.8% 54.9% 50.2% 43.9% 32.0%

Adjusted earnings per share1, 3, 4 16.8p 13.6p 14.4p 10.0p 13.1p

Dividends per share3 8.2p 8.2p 8.4p 8.4p 8.8p

Adjusted dividend cover1, 4 2.0x 1.5x 1.7x 1.2x 1.5x

Adjusted net assets per share3, 4 137.0p 129.2p 133.6p 138.5p 144.9p

1 before exceptional items and, for years reported under UK GAAP, amortisation of intangibles
2 average capital employed is defined in note 2 on page 64
3 adjusted for the bonus element of the rights issue which took place during the year ended 30 April 2004
4 profit and profit-related figures for the financial years 2004/05, 2005/06 and 2006/07 are not comparable with those for the previous two years. Results for 2002/03 were reported under pensions accounting

standard SSAP 24 and there is no pension charge in this year; results for 2003/04 are stated under pensions accounting standard FRS 17 and include a pension charge; and results for 2004/05, 2005/06
and 2006/07 are stated under pensions accounting standard IAS 19 and include a pensions charge. Shareholders’ funds, gearing and net assets per share for the financial year 2003/04 are presented under
UITF 38; 2004/05, 2005/06 and 2006/07 are presented under adopted IFRSs; in both cases they include holdings of own shares as a reduction of shareholders’ funds; those for 2002/03 include holdings of
own shares as investments

5 the Office Products Manufacturing business was sold in July 2005
6 before exceptional items
7 capital expenditure represents additions to intangible assets and property, plant and equipment

}

}
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Notice is hereby given that the Annual General Meeting of DS Smith Plc will
be held at the Great Eastern Hotel, Liverpool Street, London EC2M 7QN,
on Wednesday 5 September 2007 at 12 noon to consider and, if thought
fit, pass the following resolutions, of which Resolutions 1 to 11 will be
proposed as ordinary resolutions and Resolutions 12 and 13 will be
proposed as special resolutions.

1 To receive and adopt the Directors’ Report, the Auditors’ Report and
financial statements for the year ended 30 April 2007.

2 To declare a final dividend on the ordinary shares.

3 To approve the Report on Remuneration.

4 To re-elect Mr R G Beeston as a Director of the Company.

5 To re-elect Mr C J Bunker as a Director of the Company.

6 To re-elect Mr A D Thorne as a Director of the Company.

7 To elect Mr P J C Mellier as a Director of the Company.

8 To re-appoint Deloitte & Touche LLP as Auditors of the Company to hold
office until the conclusion of the next general meeting at which accounts
are to be laid before the Company.

9 To authorise the Directors to determine the remuneration of the Auditors.

10 That:

(a) pursuant to paragraph 10(2) of Schedule 5 of the Companies Act
2006, and without prejudice to the existing provisions of the Articles
of Association of the Company, the Company may send or supply
documents or information to members by making them available on
the Company’s website; and

(b) the Company may use electronic means (within the meaning of
the Disclosure Rules and Transparency Rules Sourcebook published
by the Financial Services Authority) to convey information to members.

11 That:

(a) in accordance with article 6 of the Articles of Association of the
Company, the Directors be authorised to allot relevant securities up
to a maximum nominal amount of £11,009,660;

(b) this authority shall expire at the conclusion of the Annual General
Meeting to be held in 2008 or, if earlier, 4 December 2008 save that
the Company shall be entitled under such authority to honour at any
time before expiry thereof any commitment to allot its ordinary shares
which will or might be concluded wholly or partly after the expiry of
such authority; and

(c) all previous authorities under Section 80 of the Companies Act 1985
be revoked.

12 That:

(a) in accordance with article 7 of the Articles of Association of the
Company, the Directors be given power to allot equity securities for cash;

(b) the Directors be empowered to allot equity securities within Section
94(3A) of the Companies Act 1985 as if Section 89(1) of the Act did
not apply;

(c) the powers under paragraph (a) above (other than in connection
with a rights issue) and paragraph (b) above shall be limited to the
allotment of equity securities having a maximum nominal amount of
£1,966,011;

(d) these authorities shall expire at the conclusion of the Annual General
Meeting to be held in 2008 or, if earlier, 4 December 2008 save that
the Company shall be entitled under such authorities to honour at any
time before expiry thereof any commitment to allot its ordinary shares
which will or might be concluded wholly or partly after the expiry of
such authority; and

(e) all previous authorities under Section 95 of the Companies Act 1985
be revoked.

13 That in accordance with article 11 of the Articles of Association of the
Company and the Companies Act 1985, the Company is generally
and unconditionally authorised to make market purchases (within the
meaning of the Companies Act 1985) of ordinary shares of 10p each
in the capital of the Company in such manner and on such terms as the
Directors may from time to time determine provided that:

(a) the maximum number of ordinary shares hereby authorised to be
purchased is 39,320,213 ordinary shares;

(b) the minimum price which may be paid for each ordinary share
is 10p (exclusive of expenses payable by the Company);

(c) the maximum price which may be paid for each ordinary share
is an amount equal to 105% of the average of the middle market
quotations for an ordinary share as derived from the London Stock
Exchange Daily Official List for the five business days immediately
preceding the date of any such purchase and the amount stipulated
by Article 5(i) of the Buy-back and Stabilisation Regulation 2003
(in each case exclusive of expenses payable by the Company); and

(d) the authority hereby conferred shall, unless previously varied,
revoked or renewed, expire on 4 December 2008 or, if earlier, at the
conclusion of the next Annual General Meeting of the Company, save
that the Company shall be entitled under such authority to make at any
time before the expiry thereof any contract to purchase its ordinary
shares which will or might be concluded wholly or partly after the
expiry of such authority.

By Order of the Board

Carolyn Cattermole
Secretary
4-16 Artillery Row
London SW1P 1RZ
19 July 2007
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Notes
(i) Only those Members registered in the Register of Members of the

Company as at 6 pm on 3 September 2007 shall be entitled to attend
and vote at the Meeting in respect of the number of shares registered
in their names at that time.

(ii) A Member entitled to attend and vote at the Meeting is entitled to
appoint one or more Proxies to attend and, on a poll, to vote instead
of him. A Proxy need not be a Member of the Company.

(iii) A Form of Proxy is enclosed. To be effective, Forms of Proxy must reach the
Registrars at the address shown on the Form not later than 48 hours before
the time of the Meeting. Completion and return of the Form will not,
however, prevent a Member from attending and voting at the Meeting.

(iv) CREST Members who wish to appoint a proxy or proxies through the
CREST electronic proxy appointment service may do so for the Meeting
to be held on 5 September 2007 and any adjournment(s) thereof by
using the procedures described in the CREST Manual. CREST personal
Members or other CREST sponsored Members, and those CREST Members
who have appointed a voting service provider(s), should refer to their
CREST sponsor or voting service provider(s), who will be able to take
the appropriate action on their behalf.

In order for a proxy appointment or instruction made using the CREST
service to be valid, the appropriate CREST message (a ‘CREST Proxy
Instruction’) must be properly authenticated in accordance with
CRESTCo’s specifications and must contain the information required
for such instructions, as described in the CREST Manual. The message,
regardless of whether it constitutes the appointment of a proxy or an
amendment to the instruction given to a previously appointed proxy
must, in order to be valid, be transmitted so as to be received by the
issuer’s agent (ID 7RA01) by the latest time for receipt of proxy
appointments specified in (iii) above. For this purpose, the time of
receipt will be taken to be the time (as determined by the timestamp
applied to the message by the CREST Applications Host) from which
the issuer’s agent is able to retrieve the message by enquiry to CREST
in the manner prescribed by CREST. After this time any change of
instructions to proxies appointed through CREST should be
communicated to the appointee through other means.

CREST Members and, where applicable, their CREST sponsors or voting
service providers should note that CRESTCo does not make available
special procedures in CREST for any particular messages. Normal
system timings and limitations will therefore apply in relation to the
input of CREST Proxy Instructions. It is the responsibility of the CREST
Member concerned to take (or, if the CREST Member is a CREST
personal Member or sponsored Member or has appointed a voting
service provider(s), to procure that his CREST sponsor or voting service
provider(s) take(s)) such action as shall be necessary to ensure that a
message is transmitted by means of the CREST system by any particular
time. In this connection, CREST Members and, where applicable, their
CREST sponsors or voting service providers are referred, in particular,
to those sections of the CREST Manual concerning practical limitations
of the CREST system and timings.

The Company may treat as invalid a CREST Proxy Instruction in the
circumstances set out in Regulation 35(5)(a) of the Uncertificated
Securities Regulations 2001.

(v) Copies of the following documents will be available for inspection at
the Registered Office and at the offices of Allen & Overy LLP, One
Bishops Square, London E1 6AO during normal business hours and
at the place of the Meeting from 11.45 am until its conclusion:

(a) Service contracts of the Executive Directors;

(b) Letters of appointment of the Chairman and the non-Executive
Directors; and

(c) Articles of Association.

(vi) The Chairmen of the Audit, Remuneration and Nomination Committees
will be available to answer relevant questions at the Meeting.

Explanatory notes on the resolutions
Resolution 1:
Report and financial statements
The Directors present to shareholders at the Annual General Meeting the
Reports of the Directors and Auditors and the financial statements of the
Company for the year ended 30 April 2007. These are contained in the
Annual Report.

Resolution 2:
Declaration of a final dividend
Final dividends declared by shareholders must not exceed the amount
recommended by the Directors. By passing Resolution 2, shareholders will
declare a final dividend. The amount of the final dividend recommended
by the Directors is 6.0p net per ordinary share.

Resolution 3:
Approval of Report on Remuneration
As required by the Directors’ Remuneration Report Regulations 2002,
shareholder approval is sought for the Report on Remuneration set out
on pages 41 to 47.

Resolutions 4 – 7:
Re-election of Directors
The Articles of Association of the Company require that all Directors retire
at least once every three years but are eligible to submit themselves for
re-election by the shareholders. The Directors who retire at each Annual
General Meeting are those who would otherwise have served for over
three years without re-election by the date of the following Annual
General Meeting.

Mr Beeston, Mr Bunker and Mr Thorne will retire and, being eligible,
offer themselves for re-election at this year’s Annual General Meeting.
Mr Beeston is the Senior Independent non-Executive Director, Chairman of
the Remuneration Committee and a member of the Nomination and Audit
Committees. Mr Bunker is Chairman of the Audit Committee and a member
of the Remuneration Committee. Mr Thorne is a member of the General
Purposes Committee.
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The Articles of Association of the Company require that a Director
appointed since the previous Annual General Meeting shall be subject
to election by the shareholders. Mr Mellier was appointed Director with
effect from 7 September 2006 and, in accordance with the Articles, he
retires from office at the Meeting. He is a member of the Remuneration
Committee. Being eligible he offers himself for election.

A biography of each Director, including those seeking re-election, appears
on page 8 of the Annual Report.

Resolutions 8 and 9:
Re-appointment of Auditors
The auditors of a company must be re-appointed at each general meeting
at which accounts are presented. During the year under review KPMG
Audit Plc resigned as Auditors to the Company and Deloitte & Touche LLP
were appointed to fill the casual vacancy. Special notice of the resolution
proposing the re-appointment of Deloitte & Touche LLP until the next Annual
General Meeting has been received by the Company in accordance with
the Companies Act 1985. Resolution 9 gives authority to the Directors to
determine the Auditors’ remuneration.

Resolution 10:
Electronic Communications
In January 2007, certain provisions of the Companies Act 2006 and
the Disclosure and Transparency Rules Sourcebook, which govern
communications in electronic form between the Company and its
shareholders, came into force.

One of the key changes to the existing regime made by the new legislation
is that a company may, as a default method of communicating with
shareholders, use electronic and/or website communications to send or
supply documents or information to its shareholders. In the case of website
communications, the legislation requires that a company must continue to
notify its shareholders (by post or other permitted means) of the presence of
a document or information on the website. Previous legislation only facilitated
the use of electronic communications in certain limited circumstances.

To enable the Company to take advantage of these new provisions in the
future, two requirements must be met:

(a) the shareholders of the Company must have resolved that the Company
may send or supply documents or information to shareholders by making
them available on a website (or the Company’s Articles of Association must
contain a provision to this effect); and

(b) the relevant shareholder must have been asked individually by the
Company to agree that the Company may send or supply documents or
information to him by means of a website and the Company must either
have received a positive response or received no response within the
period of 28 days beginning with the date on which the Company’s
request was sent.

Resolution 10 will be proposed as an ordinary resolution to facilitate this.

The Directors have no current intention to use this authority.

Resolution 11:
Directors’ authority to allot shares
Authority was granted to the Directors at last year’s Annual General

Meeting, pursuant to Section 80 of the Companies Act 1985, to allot
shares in the Company without the prior consent of shareholders for a
period of five years. Resolution 11, which will be proposed as an ordinary
resolution, will, if passed, give the Directors renewed authority to allot
shares up to a maximum nominal value of £11,009,660 (representing
28% of the issued share capital of the Company at 27 June 2007).

Other than in connection with any exercise of options under the Group’s
employee share option schemes, the Directors have no present intention of
exercising the allotment authority proposed by this Resolution. This authority
will expire at the conclusion of the next Annual General Meeting, or, if
earlier, on 4 December 2008, except in so far as commitments to allot
shares have been entered into before that date. It is the present intention
of the Directors to seek a similar authority annually.

Resolution 12:
Directors’ power to disapply pre-emption rights
This Resolution, which will be proposed as a special resolution, supplements
the Directors’ authority to allot shares in the Company (proposed by
Resolution 11). Section 89 of the Companies Act 1985 requires a company
proposing to allot equity securities for cash to offer them first to existing
shareholders pro rata to their existing shareholdings. Authority was granted
to the Directors at last year’s Annual General Meeting and the Directors
propose to seek shareholders’ approval to renew this authority, pursuant
to Section 95 of the Companies Act 1985, to allot such securities,
notwithstanding the requirement imposed by Section 89, in two cases:

– in connection with a rights issue; and

– allotments of shares for cash up to a total nominal value of £1,966,011
(representing 5% of the Company’s issued share capital at 27 June 2007)
although it is not intended without prior consultation with the investment
committee of the Association of British Insurers to issue or transfer in
this way more than 7.5% of the share capital in a rolling three-year
period. This gives the Directors flexibility to take advantage of business
opportunities as they arise, including the sale of any shares the Company
has purchased and held in treasury, whilst the 5% limit ensures that
existing shareholders’ interests are protected, and is in line with guidelines
issued by institutional investors’ bodies.

This authority will expire at the conclusion of the next Annual General
Meeting, or, if earlier, on 4 December 2008, except in so far as
commitments to allot shares have been entered into before that date. It is
the present intention of the Directors to seek a similar authority annually.

Resolution 13:
Company’s authority to purchase shares
This Resolution, which will be proposed as a special resolution, seeks to
renew the existing authority for the Company to purchase its own shares in
the market. This authority gives the Company greater flexibility in managing
its capital resources. The Directors have no specific intention of using this
authority and would do so only when, in the light of market conditions, they
believed that the effect of such purchases would be to increase earnings
per share, and that the purchases were in the interests of shareholders
generally. The Directors would also give careful consideration to gearing
levels of the Company and its general financial position. The purchase
price would be paid out of distributable profits. Resolution 13 specifies the
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maximum number of shares which may be purchased (representing 10%
of the Company’s issued share capital at 30 April 2007), the minimum and
maximum prices at which they may be bought and when the authority will
expire, reflecting the requirements of the Companies Act 1985 and the
Listing Rules of the FSA.

The maximum price at which the shares may be purchased is 5% above the
average of the middle market values of those shares for the five business
days before the purchase is made.

Purchases of shares under the proposed authority are required by the FSA to
be made in compliance with The Model Code. Accordingly, the Company
would not exercise the authority at a time when the Directors would be
precluded from dealing in the Company’s shares. Specifically, purchases
would not be made within the 60 days preceding the announcement of the
interim or final results. This proposal should not be taken as an indication
that the Company would purchase shares at any particular price or to imply
any opinion on the part of the Directors as to the market or other value of
the Company’s ordinary shares.

The Companies (Acquisition of Own Shares) (Treasury Shares) Regulations
2003 enable certain listed companies to hold shares in treasury, as an
alternative to cancelling them, following a purchase of own shares by the
Company in accordance with the Companies Act 1985. Shares held in
treasury may subsequently be cancelled, sold for cash or used to satisfy
share options and share awards under the Company’s share schemes.
Once held in treasury, the Company is not entitled to exercise any rights,
including the right to attend and vote at meetings, in respect of those shares.
Further, no dividend or distribution of the Company’s assets may be made
to the Company in respect of those shares whilst held in treasury.

Accordingly, if the Directors exercise the authority conferred by Resolution
13, the Company will have the option of holding those shares in treasury
rather than cancelling them. The total number of ordinary shares that are
under option through the Company’s share option schemes at 27 June 2007
(being the latest practicable date prior to publication of this notice) is
7,531,648 of which 6,488,893 are options over unissued ordinary shares.
The proportion of issued ordinary share capital that the options over
unissued ordinary shares represented on this date was 1.65% and the
proportion of issued ordinary share capital that they will represent if the
full authority to purchase shares (existing and being sought) is used is
1.50%. The authority will expire on 4 December 2008 or at the conclusion
of the next Annual General Meeting (whichever is the earlier). It is the
present intention of the Directors to seek a similar authority annually.

Important notes about the Annual General Meeting

Date
Wednesday 5 September 2007

Location
Great Eastern Hotel, Liverpool Street, London EC2M 7QN

Timing
The Meeting will start promptly at 12 noon and shareholders wishing
to attend are advised to be in the venue no later than 11.50 am. The
reception area will be open from 11.30 am, from which time refreshments
will be served.

Travel information
See map on the reverse of Admittance Card for the location of the Great
Eastern Hotel and the nearest underground and railway stations. The venue
is less than five minutes’ walk from Liverpool Street station. There are no car
parking facilities at the venue.

Admission
Please bring the Admittance Card (which is the tear-off section at the bottom
of the Form of Proxy) with you to the Meeting. You may be asked to show
the Card before being admitted to the venue. Shareholders and proxy
holders may also be required to provide proof of identity. The registration
process may take longer without these documents. Shareholders are politely
requested to bring no more than one guest to the Meeting except by prior
arrangement with the Company Secretary.

Facilities
The Great Eastern Hotel has wheelchair access. If you are planning to come
to the Meeting and are a wheelchair user, it would be helpful if you would
telephone the venue in advance on 020 7618 5618.

Enquiries and questions
Shareholders who intend to ask a question related to the business of the
Meeting are asked to provide their name, address and question at the
Registration desk. Staff from Lloyds TSB Registrars will be on hand to
provide advice and assistance.



Financial diary

28 June 2007
Preliminary announcement of results for the year ended 30 April 2007

15 August 2007
Ex-dividend date for final dividend

5 September 2007
Annual General Meeting

18 September 2007
Payment of final dividend

5 December 2007*
Announcement of interim results for the six months ended 31 October 2007

30 January 2008*
Ex-dividend date for interim dividend

4 March 2008*
Payment of interim dividend

27 June 2008*
Preliminary announcement of results for the year ended 30 April 2008

* provisional date

Company website
The Company’s website at www.dssmith.uk.com contains the latest
information for shareholders, including press releases and an updated
financial diary. Email alerts of the latest news, press releases and financial
reports about DS Smith Plc may be obtained by registering for the email
news alert service on the website.

Share price information
The latest price of the Company’s ordinary shares is available from the
FT Cityline service. Calls within the UK are charged at 60 pence per
minute at all times. To access this service, telephone 0906 843 4044
and enter the code 4044 when requested to do so. Alternatively click on
www.londonstockexchange.com. DS Smith’s ticker symbol is SMDS. It is
recommended that you consult your financial adviser and verify information
obtained from these services before making any investment decision.

Registrars
Please contact the Registrars at the address below to advise of a change
of address or for any enquiries relating to dividend payments, lost share
certificates or other share registration matters.

The Registrars provide on-line facilities at www.shareview.co.uk/dealing.
Once you have registered you will be able to access information on your
DS Smith Plc shareholding, update your personal details and amend
your dividend payment instructions on-line without having to call or write
to the Registrars.

Dividends
Shareholders who wish to have their dividends paid directly into a bank
or building society account should contact the Registrars. In addition, the
Registrars are now able to pay dividends in 36 foreign currencies. This
service is called ‘TAPS’ and enables the payment of your dividends directly
into your bank account in your home currency. A charge of £2.50 is
deducted from each dividend payment to cover the costs involved. Please
contact the Registrars to request further information.

Share dealing services
The Registrars offer a real-time telephone and internet dealing service.
Further details including terms and rates can be obtained by logging
on to the website at www.shareview.co.uk/dealing or by calling
0870 850 0852. Lines are open between 8 am and 4.30 pm,
Monday to Friday.

JPMorgan Cazenove operates a low cost share dealing service for private
investors who wish to buy or sell ordinary shares of the Company. This is
an execution-only service and further details can be obtained from The
Share Dealing Service, JPMorgan Cazenove, 20 Moorgate, London EC2R
6DA. Telephone 020 7606 1768. Please note there is a minimum level
of £500 for purchasing shares using this service.

Registered Office and Advisers
Secretary and Registered Office
Carolyn Cattermole
4-16 Artillery Row
London SW1P 1RZ
Registered in England No: 1377658

Auditors
Deloitte & Touche LLP
Stonecutter Court
London EC4A 4TR

Solicitors
Allen & Overy LLP
One Bishops Square
London E1 6AO

Principal clearing bank
The Royal Bank of Scotland
135 Bishopsgate
London EC2M 3UR

Stockbroker
JPMorgan Cazenove
20 Moorgate
London EC2R 6DA

Investment bank
UBS
2 Finsbury Avenue
London EC2M 2PP

Registrars
Lloyds TSB Registrars
The Causeway
Worthing
West Sussex BN99 6DA

Registrars queries
UK telephone 0870 600 3970
Overseas telephone +44 121 415 7047
On the internet at www.shareview.co.uk

Shareholder Information
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Group
DS Smith Plc

4-16 Artillery Row
London SW1P 1RZ
Telephone +44 (0) 20 7932 5000

Published by Black Sun Plc +44 (0) 20 7736 0011
Printed by the colourhouse

Principal Offices

Businesses
DS Smith Packaging

Pilgrim House
2-6 William Street
Windsor
Berkshire SL4 1BA
Telephone +44 (0) 1753 754 380

St Regis Paper Company

Mill Lane
Taplow
Maidenhead
Berkshire SL6 0AF
Telephone +44 (0) 1628 798 111

Severnside Recycling

The Pines
Heol-y-Forlan
Whitchurch
Cardiff CF14 1AX
Telephone +44 (0) 2920 615871

DS Smith Kaysersberg

BP 1
68320 Kunheim
France
Telephone +33 (0) 3 89 72 24 00

DS Smith Plastics

Brownsover Road
Rugby
Warwickshire CV21 1HL
Telephone +44 (0) 1788 535 329

Spicers

Sawston
Cambridgeshire CB22 3JG
Telephone +44 (0) 1223 834 555

Visit us at: dssmith.uk.com

The DS Smith Plc website provides news and details of the Group’s activities,
plus links to our business sites and up-to-date information including:

• results announcements and other press releases

• presentations

• share price data

• analysts’ coverage and forecasts

• email alert service

• this and historical Annual Reports in PDF format

DS Smith Plc Annual Report 2007 105



DS Smith Plc
4-16 Artillery Row
London SW1P 1RZ
Telephone +44 (0) 20 7932 5000
Fax +44 (0) 20 7932 5003

Email ir@dssmith.co.uk
www.dssmith.uk.com




