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Our business model
How we create value

We support governments and businesses by providing them
with products and services that underpin the integrity of trade,
personal identity and the movement of people and goods.
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WHAT WE HAVE TO DELIVER
OUR BUSINESS MODEL

WHAT OUR CUSTOMERS
BUY FROM US

7 centres of excellence

Manufacturing excellence

Our seven centres of excellence give us a global
presence with consistent operating experience
at the highest standards.

1 ,000+ patents

Shared knowledge

Our knowledge of anti-counterfeiting measures is
applied across brand and tax revenue protection,
identity solutions and currency.

3,1 50 employees

Our people

We have 3,150 dedicated and passionate
employees across four continents. And we
are moving to be closer to our customers.
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100% increase Customers
Research and development investment
Our leading position in defeating counterfeiting
is underpinned by 200 years of innovation.

We plan to double our investment in research
and development in the five years to 2020.

1 global supply chain

Suppliers and partners

We work with suppliers and partners all over the
world to ensure sustainability and reliable delivery
to our customers. And we hold these suppliers
and partners to the same high ethical standards
that we adopt ourselves.

£64.3m cash flow’

Intellectual
property

We have invented
over 100 security
features for currency
and register around
30 patents per year.
Our security features
are embedded in
more than 25% of
the world’s circulating
denominations.

Digital
solutions

Our end-to-end
digital solutions for
identity management
and product track
and trace give our
customers easy
access to information
and peace of mind.

Innovate
@ Currency

@ Identity
Solutions

Product Authentic
Solutions

Innovate

Data
analytics

We use analytics and
intelligence derived
from our database

to support customers’

decision-making.

Design

Our 50 strong design
team is recognised

as the best in class.

Its banknote and
passport designs have
won 14 international
awards since 2007.

Financial strength

We generated cash flows from operating
activities of £64.3m in 2016/17. This allows

us to invest in new technology and machines,
fund potential strategic acquisitions and support
business operations to secure long term

value for shareholders.

1 Includes continuing and discontinued operations.

The values
which underpin
our business

)

drive change
and innovate

@ See our fundamental plan on page 20

@

act with
integrity



Partnerships

We work with an
extensive group

of trusted partners

to provide our
customers with
advanced technology,
greater flexibility and
better services.

Annual Report 2017

C{

De La Rue

19

WHAT VALUE
WE CREATE FOR

The world around us

®

Enabling citizens’ secure participation

in the economy
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Helping deliver confidence in the economy
by ensuring a secure cash cycle

7
Banknote printing . . ) .
Paper and polymer substrate o _Supp(_)rtlng social _and flr_1anc_|al _
Security features @ pages 29 to 27 inclusion by securing citizen identity
Cash cycle analytics and providing currency
Physical identity documents @ Read more @
Software systems on page 27
Contributing to economic growth by
protecting tax revenues and tackling
Tax revenue protection illicit trade
) & Read more
Brand protection on page 29 .
Our business

Software systems

Global
expertise

We work with

over 150 countries
on designing and
producing banknotes
and passports, more
than any competitor.

Scale
manufacturing

We are the world’s
largest integrated
commercial banknotes
and security printer
and the only one that
produces and prints
polymer and paper
banknotes.

£70.7m

Adjusted operating profit*

47.1p

Adjusted basic earnings per share*

25.0p

Dividend

Our people

® Q) © Engaging and developing
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MM 2 aworld class workforce
take excel in work @
responsibility what we do together

* This is a non-IFRS measure. See further explanations and reconciliation
to the comparable IFRS measure on pages 153 to 154.

Building local skills and
capabilities with strong
partnerships in key countries
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Our fundamental plan

We set a clear plan to grow the business in May 2015.
We have completed the first two years of the five

year journey.
Optimise and Flex Invest and Build
Improve efficiency and drive Invest in the business lines that are exposed
flexibility in the business lines that to high growth markets, specifically Polymer,
face unpredictable markets or Security Features, Identity Solutions and
slow growth prospects, specifically Product Authentication

Banknote Print and Banknote Paper

Currency @ Identity Solutions @

E
Banknote Print Polymer Product N
Banknote Paper Security Features  Authentication
Business focus
Innovate Grow Deliver

Strategic priorities

Address Drive Diversify Invest in Strengthen Drive culture
key issues efficiency revenues innovation financial position change
Values

Demonstrate our five key values

@ & O @ o

drive change and innovate act with integrity take responsibility excel in what we do work together
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A five year journey

Set foundations Accelerate transformation Establish leading positions

e Address key issues e Accelerate product development e Balanced business portfolio

e Optimise banknote manufacturing e Continue to invest e Sustainable financial returns
footprint and create in new capabilities

operational flexibility  Broaden customer base e Dynamic and high performing culture

® Reduce costs Cash positive

aoueulanob syesodio)

e Digital strategy

Cement #1 position in Currency

Increase R&D investment and

introduce product management * Strengthen partnerships

e Become one of the major players
e Continue culture change in our chosen markets in Identity
Solutions and Product Authentication

SJUNOJJY

e Focus on cash management

- 0 (]
e Reorganise and drive Improve cashiflow

culture change

Strategic priorities

Strategic focus see pages 22 to 24 Principal risks see pages 32 to 37 Strategic measures see pages 30 o 31
0@ Address key issues
e \/olatility in Banknotes e Failure to secure strategic partnerships e Return on capital employed (ROCE)
e Qvercapacity in Banknote Paper to address key issues e Percentage of revenue from long term
e Failure to win or renew a material contract agreements (LTA)

e Unpredictability in the timing and size
of substantial contract awards

@ O Drive efficiency

e Operational Excellence programme e Loss of a key site ¢ Adjusted EBITDA margin
e Manufacturing restructuring programme e Failure in health and safety e Adjusted operating profit
e Systems upgrade and process improvement e Quality management failure

90 Diversify revenues

e Grow polymer e Unpredictability in the timing and size e |dentity Solutions revenue growth

e Grow recurring revenues of substantial contract awards e Product Authentication revenue growth
e Grow non-Currency revenues e Failure to win or renew a material contract

e Grow wholesale market e Supply chain failure

L]

Maximise internal synergies

90 Invest in innovation

e Technology platforms e Failure to maintain and exploit competitive * Revenue growth
e Digital strategy and technologically advanced products e Total number of patents granted
e Services for state print works and services

6@ Strengthen financial position

¢ Disciplined capital investment e Pension fund deficit e Cash conversion ratio

* Proactive working capital management e Unpredictability in the timing and size e Net debt/EBITDA ratio

® Proactive pension management of substantial contract awards

6@ Drive culture change

e Upgrade sales skills e Breach of legal and regulatory requirements e Adjusted basic earnings per share
e | eadership and succession e Failure to adopt performance driven culture  ® Group 12 month order book

planning programme
® Inculcate high ethical standards
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