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STRATEGIC REPCRT
The directors present their strategic report for the year ended 30 September 2021.

PRINCIPAL ACTIVITIES AND BUSINESS REVIEWS

The Company designs and produces life critical personal protection solutions for the world's militaries and
first responders. With a portfolio that includes Chemical, Biological, Radiological, Nuclear (*CBRN"),
respiratory and head protection products, the Company’s mission is to relentlessly advance the future of
protection enhancing the performance, efficiency and capability of its customers whilst providing ever
increasing levels of protection. The Company continues to focus on maximising sales from our current
product portfolio and actively developing next generation technologies to enhance our products and systems.

2021 has been a year of significant strategic change for the Company. The divestment of the milkrite |
InterPuis milking equipment business at the end of the last financial year was a natural but important step in
the strategic development of the Company as a focused provider of life critical personal protection solutions
far the world’'s militaries and first responders .

The business is subject to a number of risks and uncertainties. The Directors of Avon Protection plc, the
Company’s parent undertaking, manage the Company's risks at a Group level, rather than at an individual
business unit level. Discussion of these risks and uncertainties, in the context of the Avon Protection ple
Group, is provided on pages 52-57 of the Group Annual Report and Accounts 2021 which alsc gives an
analysis of key performance indicators employed by the Group.

DIRECTORS’ RESPSONSIBILITIES UNDER $172 COMPANIES ACT 2006

For Avon, engaging with our stakeholders is an integral part of how we operate as a business — actively
seeking to understand what really matters to them and ensuring that we take this inte account in our decision
making. Detailed discussion of stakeholder engagement, as managed in the context of the Avon Protection
plc Group, is provided on pages 58-59 of the Group Annual Report and Accounts 2021,

DIRECTORS’ REPORT
The directors present the annual report and financial statements of the Company for the year ended
30 September 2021.

DIVIDENDS & RESULTS

The loss for the year amounts to £4,399k (2020: profit of £44,618k), with the prior year including a gain on
divestment of £43,332k. Sales for the year from continuing operations totalled £34,506k (2020: £25,425k),
the significant increase being driven by the contract with the NATO Support and Procurement Agency
(NSPA). Full details are set out in the Statement of Total Comprehensive Income.

In the current year, the Company did not pay a dividend (2020: £28,000k). The directors do not recommend
payment of a final dividend.

FINANCIAL INSTRUMENTS

The Company uses financial instruments comprising borrowings, cash resources and various items such
as trade receivables and payables that arise from its operations. The main risks arising from the
Company’s financial instruments are interest rate and foreign exchange risks.
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DIRECTORS’ REPORT {CONTINUED)

GOING CONCERN
The financial statements have been prepared on a going concern basis, which the directors believe to be
appropriate for the following reasons:

The directors have prepared a going concern assessment covering a period of 3 years from the balance
sheet date which indicates that, taking account of reasonably possible downsides and the anticipated impact
of COVID-19 on the operations and its financial resources, the Company will have sufficient funds and
support from the parent holding to meet its liabilities as they fall due for that period.

On this basis, and on their assessment of the Company’s financial position, the directors are confident that
the Company will have sufficient funds to continue to meet its liabilities as they fall due for at least 12 months
from the approval of these financial statements. According the Company continues to adopt the going
concern basis in preparing its financial statements.

DIRECTOR’S INTERESTS
The directors of the Company who were in office during the year and up to the date of signing the financial
statements are listed above.

None of the directors had a beneficial interest in the shares of the Company.

The beneficial interests of Paul McDonald and Nick Keveth in the shares and share options of the ultimate
holding company, Aven Protection plc, are disclosed in the financial statements of that company.

At the end of the financial year Miles Ingrey-Counter held shares in Avon Protection plc totalling 27,253
(2020: 24,630).

Under the Performance Share Plan 2010, a description of which is given in the Annual Report and
Accounts of the ultimate parent company Avon Protection ple, the following options have been granted to
Miles Ingrey-Counter:

Granted Granted
Granted 201819 2019/20  Total option Granted 1141 option
2017/18 for th for th d Vi d 2020721 {for d
(forthe ~ (orthe - (orthe - awards o Vested . the awards
ualifyin qualifying qualifying outstanding  during the during the ualifyin outstanding
q eriodg period period at 30 Sep year egr q eriodg at 30 Sep
pe ending30  ending 30 2020 y pe 2021
ending 30 Sep 2021) Sep 2022) ending 30
Sep 2020) P P Sep 2023)
11,877 11,718 9,832 33427 (11,877} - 6,918 28,468

RESEARCH AND DEVELOPMENT

The Company carries out selective programmes of research and development to improve its major processes
and abilities to develop new products. The Company’s investment in research and development for the year
to 30 September 2021 amounted to £1,748k (2020: £1,198k) of which £1,012k (2020: £660k) has been
capitalised as intangible assets.

DISABLED PERSONS
It has been the policy of the Company throughout the year to encourage the employment and development

of disabled persons.

No unnecessary limitations are placed on the type of work which disabled persons can perform and the policy
ensures that in appropriate cases, consideration is given to modifications to equipment or premises and to
adjustments in working practices.

The policy provides that full and fair consideration will be given to disabled applicants for employment and
that existing employees who become disabled will have the opportunity to retrain and continue in
employment.
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DIRECTORS' REPORT (CONTINUED)

EMPLOYEE INVOLVEMENT

Employee consultation, communication and involvement have long been recognised as being of great value
and these practices will be maintained as a vital element in our drive to achieve the highest standards of
training and development. Consultation enables employees’ views to be taken into account in matters which
may affect their interests and, as part of our continuous improvement activity, supervisors and employees
meet regularly to tackle problems together in an atmosphere of teamwork.

DIRECTORS’ INDEMNITIES

As permitted by the Articles of Associaticn, the directors have the benefit of an indemnity which is a qualifying
third party indemnity provision as defined by Section 234 of the Companies Act 2006. The indemnity was in
force throughout the last financial year and is currently in force. The Company also purchased and
maintained throughout the financial year Directors’ and Officers’ liability insurance in respect of itself and its
directors.

POLITICAL CONTRIBUTIONS

Neither the Company nor any of its subsidiaries made any political donations or incurred any political
expenditure during the year.

By order of the board
Miles Ingrey-Counter,
Company Secretary

14 March 2022
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STATEMENT OF DIRECTORS' RESPONSIBILITIES
The directors are responsible for preparing the Directors’ Report and the financial statements in accordance
with applicable law and regulations.

Company law requires the directors to prepare financial statements for each financial year. Under that law
the directors have elected to prepare the financial statements in accordance with United Kingdom Generally
Accepted Accounting Practices (United Kingdom accounting standards and applicable law), including FRS
101 “Reduced Disclosure Framework”,

Under company law the directors must not approve the financial statements unless they are satisfied that
they give a true and fair view of the state of affairs of the Company and of the profit or loss of the Company
for that period. In preparing these financial statements, the directors are required to:

+ select suitable accounting policies and then apply them consistently,
make judgements and accounting estimates that are reasonable and prudent;

s state whether applicable UK Accounting Standards have been followed, subject to any material
departures disclosed and explained in the financial statements;

s asses the company's ability to continue as a going concern, disclosing, as applicable, matters
relating to going concern; and

+ use the going concern hasis of accounting unless they either intend to liquidate the Company or to
cease operations, or have no realistic alternative but to do so.

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain
the Company's transactions and disclose with reasonable accuracy at any time the financial position of the
Company and enable them to ensure that the financial statements comply with the Companies Act 2006.
They are responsible for such internal control as they determine is necessary to enable the preparation of
financial statements that are free from material misstatement, whether due to fraud or error, and have general
responsibility for taking such steps as are reasonably open to them to safeguard the assets of the Company
and prevent and detect fraud and other irregularities.

The directors are responsible for the maintenance and integrity of the Company’s website. Legislation in the

United Kingdom governing the preparation and dissemination of financial statements may differ from
legislation in other jurisdictions.

By order of the board

AAANL

Miles Ingrey-Counter
Company Secretary

14 March 2022
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AVON POLYMER PRODUCTS LIMITED

STATEMENT OF TOTAL COMPREHENSIVE INCOME

FOR THE YEAR ENDED 30 SEPTEMBER 2021

2021 2020

£000 £000
Revenue (notes 2 & 3) 34,506 25,425
Cost of sales (31,154) {(17,971)
Gross profit 3,352 7,454
Selling and distribution costs (3,631) (2,941)
General and administrative expenses (3,838) {4,333)
Other operating income (note 4) 706 503
Operating (loss)/profit (note 3) (3,411) 683
Operating (loss)profit is analysed as:
Before depreciation and amortisation {763) 2,853
Deprectation and amortisation (note 7) {2,648) {2,170)
Operating (loss)/profit (3,411) 683
Interest costs (note 6) (186) (11}
Other finance expense (note 6) (953) {756}
Loss hefore taxation {4,380) (84)
Tax credit (note 8) 789 49
Loss for the year from continuing operations (3.611) {35)
Discontinued operations - gain on divestment (note 14) - 43,332
g)iscontinued operations - (loss)/profit from discontinued operations (note (788) 1,321
(Loss)/Profit for the year {4,399) 44 618
Other comprehensive income/(expense)
ftems that are not subsequently reclassified to the income statement
Actuarial gain/{loss) recognised on retirement benefit scheme (note 10) 11,856 (28,780}
Deferred tax relating to retirement henefit scheme (note 8) 723 6,576
Tax relating to gains on share option exercises (note 8) 358 -
ltems that may be subsequently rectassified to the income statement
Cash flow hedges - 451
Other comprehensive income/(expense) for the year, net of taxation 12,937 (21,753}
Total comprehensive income for the year 8,538 22 865
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AVON POLYMER PRODUCTS LIMITED
COMPANY REGISTRATION NUMBER 00149360

BALANCE SHEET
AS AT 30 SEPTEMBER 2021
2021 2020
£'000 £000
ASSETS
Non-current assets
Intangible assets (nate 11) 5,547 5,354
Plant and equipment {note 12) 5,221 5,425
Deferred tax assets (note 8) 15,933 14,755
Investments in subsidiaries (note 14) 30 30
26,731 25,564
Current assets
Inventories (note 15) 7,153 4,470
Trade and other receivables (note 16) 6,277 5,751
Amounts owed by Group undertakings 21,160 31,953
Cash and cash equivalents 2,173 2,258
36,763 44,433
TOTAL ASSETS 63,494 69,997
EQUITY AND LIABILITIES
Equity attributable to the owners of the parent
Called up share capital (note 19) - -
Retained eamings 8,574 36
TOTAL EQUITY 8,574 36
LIABILITIES
Non-current liabilities
Borrowings (note 18) 97 44
Deferred tax liabilities {note 8) - 451
Retirement benefit obligations (note 10) 50,397 62,504
50,494 62,999
Current liabilities
Borrowings (note 18) 28 30
Trade and other payables (note 17) 4,398 6,902
Amounts owed to group undertakings - 30
4,426 6,962
TOTAL LIABILITIES 54,920 69,961
TOTAL EQUITY AND LIABILITIES 63,494 69,997
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For the year ended 30 September 2021 the Company was entitled to exemption from audit under section 479A
of the Companies Act 2008 relating to subsidiary companies.

Directors’ responsibilities

+ the members have not required the Company to obtain an audit of its financial statements for the year in
question in accordance with section 476

» the directors acknowledge their responsibilities for complying with the requirements of the Act with respect
to accounting records and the preparation of financial statements

These financial statements on pages 5 to 25 were approved by the board of directors on 14 March 2022 and
were signed on its behalf by:

AA AN Nt et

Miles Ingrey-Counter Nick Keveth
Director Director

The notes on pages 9 to 25 form part of the financial statements.
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AVON POLYMER PRODUCTS LIMITED

STATEMENT OF CHANGES IN EQUITY

FOR THE YEAR ENDED 30 SEPTEMBER 2021

Called up Retained Total

share capital earnings equity

£'000 £:000 £000

At 30 September 2019 - 5,170 5,170
Profit for the year - 44618 44 A18
Cash flow hedges - 451 451
Actuarial loss recognised on retirement benefit scheme (note 10) - (28,779) (28,779)
Deferred tax relating to retirement benefit scheme (note 8) - 6,576 6,576
Total comprehensive income for the year - 22,866 22,866
Dividends paid (28,000) (28,000)
At 30 September 2020 - 36 36
Loss for the year - (4,399) (4,399)
Actuarial gain recognised on retirement benefit scheme (note 10} - 11,856 11,856
Deferred tax relating to retirement benefit scheme (note 8) - 723 723
Tax relating to gains on share option exercises (note 8} - 358 358
Total comprehensive income for the year - 8,538 8,538
At 30 September 2021 - 8,574 8,574
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AVON POLYMER PRODUCTS LIMITED

NOTES TO THE FINANCIAL STATEMENTS

1 ACCOUNTING POLICIES AND CRITICAL ACCOUNTING JUDGEMENTS

Basis of Preparation
The Company is a private company limited by shares, incorporated and registered in England and Wales
under the Companies Act 2006. The Company registration number is 00149360.

The address of the registered office is given within the Company information page. The nature of the
Company's operations and its principal activities are set out in the Strategic Report on page 1.

These financial statements are presented in sterling £ because that is the currency of the primary economic
environment in which the Company operates. Monetary amounts in these financial statements are rounded
to the nearest thousand £.

The financial statements have been prepared on a going concern basis and in accordance with the
Companies Act 2006 as applicable to companies using Financial Reporting Standard 101 Reduced
Disclosure Framework (FRS 101) and under the historical cost convention except for financial assets and
tiabilities (including derivative instruments) held at fair value through profit and loss.

In these financial statements, the Company has applied the exemptions available under FRS 101 in respect
of the following disclosures:

e a Cash Flow Statement and related notes (IAS 7);

» Comparative period recenciliations for tangible fixed assets and intangible assets;
+ Disclosures in respect of transactions with wholly owned subsidiaries (IAS 24); and
s Disclosures in respect of capital management (paragraph 134-136, IAS 1)

As the consolidated statements of Avon Protection plc include the equivalent disclosures, the Company has
also taken exemptions under FRS101 available in respect of the following disclosures:

e Certain disclosures required by IFRS 2 Share-based payments;
+ Disclosures required by IFRS 7 Financial Instrument; and
s Disclosures in relation to compensation of key management personnel.

The Company is a wholly owned subsidiary of Avon Protection plc. It is included in the consclidated financial
statements of Avon Protection plc which are publically available. The Company is therefore exempt by virtue
of section 400 of the Companies Act 2006 from the requirement to prepare consolidated financial statements.
The address of the ultimate parent's registered office is Avon Protection plc, Hampton Park West, Semington
Road, Melksham, Wiltshire, SN12 6NB.

These financial statements are separate financial statements.

The principal accounting policies adopted in the preparation of these financial statements are set out below.
These policies have been consistently applied to all the years presented, unless otherwise stated.

Significant accounting policies
Revenue

Revenue recognition
Revenue is measured at the fair value of the consideration which is expected to be received in exchange for
goods and services provided, net of trade discounts and sales-related taxes.

Revenue is recognised when all of the following conditions are satisfied:
+ A contract exists with a customer
+ The performance obligations within the contract have been identified
¢ The transaction price has been determined
* The transaction price has been allocated to the performance obligations within the contract
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+ Revenue is recognised as or when a performance obligation is satisfied

Sale of goods

Revenue from the sale of goods is recognised when control of the goods has transferred to the customer,
usually being when the goods have been shipped to the customer in accordance with the contracted shipping
terms.

Provision of services

Revenue from a contract to provide services, including customer funded research and development and
training, is recognised over time as those services are provided. Under IFRS 15 the Company recognises
the amount of revenue from the services provided under a contract with reference to the costs incurred as a
proportion of total expected costs.

Segment reporting
Segments are identified based on how management monitors the business.

An operating segment is a compenent of an entity:

¢ That engages in business activities from which it may earn revenues and incur expenses (including
revenues and expenses relating to transactions with other components of the same entity)

+ Whose operating results are regularly reviewed by the entity's chief operating decision maker to
make decisions about resources to be allocated to the segment and assess its performance; and

s For which discrete financial information is available.

Operating segments are aggregated into a single reportable segment only when the segments have similar
economic characteristics, and the segments are similar in each of the following respects:

» The nature of the products and services; the nature of the production processes.

* The type or class of customer for their products and services; the methods used to distribute their
products or provide their services.

+« The nature of the regulatory environment.

The directors assess the performance of operating segments based on the measures of revenue, adjusted
EBITDA and adjusted operating profit, as well as other measures not defined under IFRS including orders
received, closing order book, organic revenue growth, EBITDA margin, cash conversion and Return on
Capital Employed. Further details on these measures can be found in the Group's Annual Report and
Accounts 2021, pages 102-107.

Following the divestment of milkrite | InterPuls in September 2020 Avon Protection is the sole reportable
segment.

Pension obligations and post-retirement benefits

The Company makes contributions to defined contribution pension plans and also participated in, and is the
sponsoring employer of, a Group-wide defined benefit pension which closed to future accrual of benefit on 1
October 2009.

The defined benefit plan’s asset or liability as recognised in the balance sheet is the present value of the
defined benefit obligation at the balance sheet date less the fair value of plan assets.

The defined benefit obligation is calculated annually by independent actuaries using the projected unit credit
method. The present value of the defined benefit obligation is determined by discounting the estimated cash
outflows using interest rates of high-quality corporate bonds that are denominated in the currency in which
the benefits will be paid, and that have terms to maturity approximating to the terms of the related pension
liability. Actuarial gains and losses arising from experience adjustments and changes in actuarial
assumptions are recognised in full in the period in which they occur, as part of other comprehensive income.
Costs associated with investment management are deducted from the return on plan assets. Other expenses
are recognised in the income statement as incurred.

For the defined contribution plans, the Company pays contributions to publicly or privately administered

pension insurance plans on a mandatory, contractual or voluntary basis. Contributions are expensed as
incurred.
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Intangible assets

Goodwill

Goodwill represents the excess of the cost of an acquisition aver the fair value of the Company's share of
the identifiable net assets of the acquired subsidiary at the date of acquisiticn. Identifiable net assets include
intangible assets other than goodwill. Any such intangible assets are amortised over their expected future
lives unless they are regarded as having an indefinite life, in which case they are not amortised, but subjected
to annual impairment testing in a similar manner to goodwill.

Since the transition to IFRS, goodwill arising from acquisitions of subsidiaries after 3 October 1998 is included
in intangible assets, is not amortised but is tested annually for impairment and carried at cost less
accumulated impairment losses. Gains and losses on the disposal of an entity include the carrying amount
of goodwill relating to the entity sold.

Goodwill arising from acquisitions of subsidiaries before 3 Cctober 1998, which was set against reserves in
the year of acquisition under UK GAAP, has not been reinstated and is not included in determining any
subsequent profit or loss on disposal of the related entity.

Goodwill is tested for impairment at least annually or whenever there is an indication that the asset may be
impaired. Goodwill is allocated to cash-generating units for the purpose of impairment testing. The allocation
is made to those cash-generating units or groups of cash-generating units that are expected to benefit from
the business combination in which the goodwill arose. Any impairment is recognised immediately in the
consolidated statement of comprehensive income. Subsequent reversals of impairment losses for goodwill
are not recognised.

Development expenditure

Expenditure in respect of the development of new products where the outcome is assessed as being
reascnably certain as regards viability and technical feasibility is capitaiised and amortised over the expected
useful life of the development (between four and ten years). Expenditure that does not meet these criteria is
expensed as incurred. The capitalised costs are amortised over the estimated period of sale for each product,
commencing in the year in which the product is available for sale. Development costs capitalised are tested
for impairment whenever there is an indication that the asset may be impaired. Any impairment is recognised
immediately in the consolidated statement of comprehensive income. Subsequent reversals of impairment
losses for research and development are not recognised.

Computer software
Computer software is included in intangible assets at cost and amortised over its estimated life of three to
seven years.

Other infangible assets

Other intangible assets that are acquired by the Company as part of business comhinations are stated at
cost less accumulated amortisation and impairment losses. The useful lives take account of the differing
natures of each of the assets acquired. The lives used are:

s« Brands and trademarks 4 t0 15 years
¢ Customer relationships 3to 14 years
e Order backlog 3 months to 1 year

Amortisation is charged on a straight-line basis over the estimated useful lives of the assets through general
and administrative expenses.

Plant and Equipment
Plant and equipment is stated at historical cost less accumulated depreciation and any recognised
impairment losses.

Costs include the original purchase price of the asset and the costs attributable to bringing the asset to its
working condition for its intended use including any gualifying finance expenses.

Depreciation is provided on plant and eguipment estimated to write off the depreciable amount of relevant
assets by equal annual instalments over their estimated usefu! lives.
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In general, the lives used are:

s Computer hardware 3years
s Presses 10 years
s Other plant and machinery 5to 15 years.

The residual values and useful lives of the assets are reviewed, and adjusted if appropriate, at each balance
sheet date.

An asset’s carrying amount is written down immediately to its recoverable amount if its carrying amount is
greater than its estimated net realisable value. Gains and losses on disposal are determined by comparing
proceeds with carrying amounts. These are included in the Statement of Total Comprehensive Income.

Leases
Right of use assets and lease liabilities are recognised at the commencement date of the contract for all
leases conveying the right to control the associated asset for a period of time.

The right of use assets are initially measured at cost, which comprises the initial measurement of the lease
liability plus certain direct costs incurred. Subsequently the right of use assets are measured at cost less
accumulated depreciation, any accumulated impairment losses and adjusted for any re-measurement of the
lease liability.

Depreciation is calculated on a straight-line basis over the life of the lease.

The lease liability is initially measured at the present value of the lease payments due over the life of the
lease. The lease payments are discounted at the rate implicit in the lease or if that is not readily determined
using the Group's incremental borrowing rate.

The lease term is determined with reference to any non-cancellable period of lease contracts plus any periods
covered by an option to extend / terminate the lease if it is considered reasonably certain that the option will
/ will not be exercised. In concluding whether or not it is reasonably certain an option will be exercised for
new leases management has considered the three-year strategic outloock for the Company and cther
operational factors.

Subsequently the lease liability is measured by increasing the carrying value to reflect interest on the liability
and reducing the carrying value to reflect lease payments made.

The carrying value of lease liabilities and associated assets will be re-measured to reflect any changes to
the lease or other assumptions applied.

The Company is a lessee and does not act as a lessor.

Inventories

Inventories are stated at the lower of cost and net realisable value. Cost is determined using the first-in, first-
out (FIFO) method. The cost of finished goods and work in progress comprises raw materials, direct labour,
other direct costs and related production overheads (based on normal operating capacity). It excludes
borrowing costs. Net realisable value is the estimated selling price in the ordinary course of business, less
applicable incremental selling expenses.

Financial Instruments

Recognition and initial measurement
Trade receivables are initially recognised when they are originated and measured at the transaction price.

Trade payables are abligations to pay for goods and services that have been acquired in the ordinary course
of business from suppliers and are initially recognised at fair value.

All other financial assets and financial liabilities are initially recognised when the Company becomes a party
to the contractual provisions of the instrument and measured at fair value.

Classification and subsequent measurement
Trade and other receivables and Trade and other payables are classified as measured at amortised cost.
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The Company recognises loss allowances for expected credit losses (ECLs) on financial assets measured
at amortised cost and contract assets (as defined in IFRS 15).

Loss allowances for trade receivables and contract assets are always measured at an amount equal to
lifetime ECL.

Accounts payable are classified as current liabilities if payment is due within one year or less (or in normal
operating cycle of the business if longer). If not, they are presented as non-current liabilities.

Cash and cash equivalents include cash at bank and in hand and highly liquid interest-bearing securities with
maturities of three months or less. Bank overdrafts are shown within borrewings in current liabilities on the
balance sheet.

Derivative financial instruments and hedging

The Company classifies its forward exchange contracts hedging forecasted transactions as cash fiow hedges
and states them at fair value through the statement of comprehensive income. Any ineffective portion of the
hedge is recognised immediately in the income statement.

Impairment

At each reporting date the Company assesses whether financial assets carried at amortised cost are credit-
impaired. A financial asset is ‘credit-impaired’ when one or more events have a detrimental impact on the
estimated future cash flows of the financial asset have occurred.

The gross carrying amount of a financial asset is written off (either partially or in full) to the extent that there
is no realistic prospect of recovery.

Taxation
Income tax on the profit or loss for the year comprises current and deferred tax.

Taxable profit differs from accounting profit because it excludes certain items of income and expense that
are recognised in the financial statements but are treated differently for tax purposes.

Current tax is the amount of tax expected to be payable or receivable on the taxable profit or loss for the
current period. This amount is then amended for any adjustments in respect of prior periods.

Current tax is calculated using tax rates that have been written into law {‘enacted’) or irrevocably announced
/ committed by the respective Government ('substantively enacted’) at the period-end date. Current tax
receivable (assets) and payable (liabilities) are offset only when there is a legal right to settle them net and
the entity intends to do so.

Because of the differences between accounting and taxable profits and losses reported in each period,
temporary differences arise on the amount certain assets and liabilities are carried at for accounting purposes
and their respective tax values. Deferred tax is the amount of tax payable or recoverable on these temporary
differences.

Deferred tax liabilities arise where the carrying amount of an asset is higher than the tax value {more tax
deduction has been taken). Deferred tax liabilities are generally fully provided on all taxable temporary
differences. The periods over which such temporary differences will reverse will vary depending on the life
of the related asset or liability.

Deferred tax assets arise where the carrying amount of an asset is lower than the tax value (less tax benefit
has been taken). Deferred tax assets are only recognised where the Company considers it probable that it
will be able to use such losses by offsetting them against future taxable profits.

Deferred tax is calculated using the enacted or substantively enacted rates that are expected to apply with
the asset is realised or the liability is settled. Similarly to current taxes, deferred tax assets and liabilities are
offset only when there is a legal right to settle them net and the entity intends to do so.

Income tax expense reported in the financial statements comprises current tax as well as the effects of

changes in deferred tax assets and liabilities. Tax expense / credits are generally recognised in the same
place as the item to which they relate.
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Exchange Rates
Monetary assets and liabilities denominated in foreign currencies are translated at the closing rate of
exchange at the balance sheet date,

Exchange diffarences are taken to the profit and loss account in the year in which they arise.
Significant accounting judgments and estimates

The preparation of financial statements requires the use of estimates and assumptions that affect the
reported amounts of assets and liabilities, income and expenses. It also requires management to exercise
its judgement in the process of applying the Company’s accounting policies.

The key areas where assumptions and estimates are significant to the financial statements are disclosed
below.

Judgements and estimates

Development costs

The Company capitalises the development of new products and processes as intangible assets or property,
plant and equipment. Initial capitalisation and any subsequent impairment is based on the Company’s
judgement that technological and economic feasibility, including regulatory approvals required and forecast
customer demand. In determining the amounts to be capitalised the Company makes estimates regarding
the expected future cash generation of the project, discount rates to be applied and the expected period of
benefits. If either technological or economic feasibility is not demonstrated then the capitalised costs will be
written off to the income statement.

Impairment review asset grouping

Intangible assets are tested for impairment by grouping development assets into the smallest identifiable
group of assets generating future cash flows largely independent from other assets (CGUs). Included in these
CGUs are development expenditure, tangible assets related to the product group and acquired intangibles
where associated with the development project. The identification of the levels at which assets are grouped
for the purpose of impairment testing is requires the Company to exercise judgement.

Estimating the defined benefits pension scherme assets and obligations

The Group operates a defined benefit scheme which is closed to future accrual of benefit. Aven Polymer
Products Limited has included in its financial results the full defined benefit pension liability, as it is the
sponsoring company of the scheme.

Measurement of defined benefit pension obligations requires estimation of future changes in infiation and
mortality rates, and the selection of a suitable discount rate.

The investments held by the pension scheme include both quoted and unquoted securities, the latter which
by their nature involve assumptions and estimates to determine their fair value. Where there isn’'t an active
market for the unquoted securities the fair value of these assets are estimated by the pension trustees based
on advice received from the investment manager whilst also using any available market evidence of any
recent transactions for an identical asset. The assumptions used in valuing unquoted investments are
affected by current market conditions and trends which could result in changes in fair value after the
measurement date. See note 10 for further details.
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2 REVENUE

2021 2020
Revenue

£'000 £000
External customers 23,469 15,143
Group undertakings 11,037 10,282
34,506 25,425

3 SEGMENTAL INFORMATION
By destination 2021 2020
Revenue Revenue
£'000 £'000
Europe 21,220 10,949
North America 11,633 10,867
Rest of World 1,653 3,609
34,506 25,425
By Business Segment — Avon Protection 2021 2020
£000 £'000
Revenue 34,506 25,425
Operating {loss)/profit (3,411) 683

4 OTHER OPERATING INCOME

Other operating income includes the licensing of the right to use certain Avon Protection product approvals
owned by Avon Polymer Products Limited of £706k (2020: £503k).

5 DISCONTINUED OPERATIONS

In September 2020 Avon Polymer Products Limited disposed of its' investment in milkrite | InterPuls Limited
and its’ entire interest in the milkrite | InterPuls business. As a result of this disposal the milkrite | InterPuls
business has been classified as discontinued and prior periods have been restated.

As part of the sale and purchase agreement, the Company entered into a Manufacturing Service Agreement
with the purchasers of milkrite | InterPuls to provide ongoing manufacturing whilst arrangements are made to
relocate manufacturing equipment from our Melksham facility. The Company also entered intc agreements to
provide certain other information technology and administrative services under a 12-month Transtional
Services Agreement. As the activities under these agreements are not part of the continuing operations of the
Company, the revenue and costs during the year associated with these agreements have been classified as
discontinued operations
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The results of discontinued operations are as follows:

Revenue

Cost of Sales

Gross (loss)/profit

Selling and distribution costs

General and administrative expenses
Other operating income

Operating (loss)/profit

Finance costs

(Loss)/Profit before taxation
Taxation

{Loss)/Profit for the period

Gain on divestment {note 14)
{Loss)/Profit from discontinued operations

6 NET FINANCE COSTS

Interest costs
Interest payable on bank loans and overdrafts
Interest payable in respect of leases

Other finance expense

Net interest cost: UK defined benefit pension scheme £'000

7 PROFIT ON ORDINARY ACTIVITIES BEFORE TAXATION

Profit on ordinary activities before taxation is
stated after charging:

Depreciation on plant and equipment
Amortisation of development costs and software
Amortisation of acquired intangibles

Allocated auditors’ remuneration

Research and development

Loss on foreign exchange

2021 2020
£ £'000
2,971 5615
(3,845) (3,989)
(874) 1626
- (455)
- (523)
- 515
(874) 1,163
(874) 1,163
86 158
(788) 1,321
- 43,332
(788) 44,653

2021 2020

£'000 £000

(14) (8)

(2) (3)

(16) (11)

(953) (756)
2021 2020
£'000 £000
1,416 1,085
1,232 1,175
. 370
75 10
679 537
765 812

Auditors’ renumeration is an allocation of the overall Group audit fee for work performed in support of the
audit opinion for the Group financial statements. The Group audit fee is disclosed on page 133 of the Group

Annual Report and Accounts 2021.

The members have not required the Company to obtain an audit of its individual financial statements for the
year in question in accordance with section 476. No separate opinion is provided by the auditor over these

financial statements which are unaudited.
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8 TAXON PROFIT ON ORDINARY ACTIVITIES

a) Analysis of charge in year

2021 2020

£'000 £000
Current tax credit (22) {524)
Adjustments in respect of previous years (106) -
Deferred taxation charge/(credit) (896) 464
Adjustments in respect of previous years 255 11
Taxation credit (769) {49)

The tax assessed for the year is lower (2020: lower) than the standard rate of corporation tax in the UK
of 19.0% (2020: 19.0%).

The U.K. Budget Annoucement on 3 March 2021 stated that the corporation tax rate would increase to
25% (effective 1 April 2023). This increase was substantively enacted on 14 May 2021 and will increase
the Company's future current tax charge accordingly. The impact of this increase is also reflected in
these financial statements for all net deferred tax assets.

b) Taxincome included in other comprehensive income

2021 2020
£000 £000
Deferred tax relating to retirement benefit scheme 723 6,576
Tax relating to gains on share option exercises 358 -
1,081 6,576
c) Factors affecting current tax charge
2021 2020
£°000 £'000
Loss on ordinary activities before taxation (4,380) (84)
Loss on ordinary activities at the average standard UK tax rate of (832) (16)
19.0% (2020: 19.0%)
Tax allowances (21} (228)
Expenses not deductible / {income not taxable) for tax purposes (69} (62)
Imputed interest on intercompany loans 99 151
Change in tax rate for deferred tax (95) 85
Adjustments in respect of previous years 149 11
Tax credit for the year {769) (49}
d) Deferred taxation ——
2021 2020
Provided Provided
£000 £'000
Capital allowances 674 451
Short term timing differences (4,008) (2,879)
Pension liability (12,599) (11,876)
Net deferred tax asset (15,933) {14,304)

Deferred tax assets have been recognised in respect of these items as it is probable that future taxable profits
will be available against which the Company can utilise the benefits therefrom.

There are no unused tax losses or unused tax credits. The Company has no unrecognised deferred tax assets
or liabilities.
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9 EMPLOYEES

The total remuneration and associated costs incurred during the year, in relation to both continuing and
discontinued operations, were:

Staff costs during the year were: 2021 2020
£'000 £'000

Wages and salaries 9,287 10,465
Social security costs 903 798
Cther pension costs 544 490
10,734 11,753

Average monthly number of employees: 2021 2020
Avon Protection 273 260
273 260

The emoluments of Paul McDonald and Nick Keveth are paid by the ultimate holding company, Avon Protection
plc and are disclosed in the financial statements of that Company. Their services to this company and to a
number of fellow subsidiaries are of a non-executive nature and their emoluments are deemed to be wholly
attributable to their services to the parent company. Accordingly, the above details include no emoluments in
respect of these directors.

The emoluments of the other directors can be summariged as follows:

2021 2020

£'000 (restated)

£000

Remuneration for qualifying services 221 555
Company pension contributions to defined contribution schemes 10 16
231 571

The number of directors for whom retirement benefits are accruing during the year under defined contribution
schemes amounted to 1 (2020: 2). 2020 figures restated to include emoluments of all directors employed by
the Company during the prior year.

10 PENSIONS

Retirement benefit assets and liabilities can be analysed as follows:

2021 2020
£'000 £'000
Pension liability 50,397 62,504

The Company participates in, and is the sponsoring employer of, the Avon Protection Group pension plan. The
Avon Protection Group operated a contributory defined benefits plan to provide pension and death benefits for
the employees of Avon Protection plc and its Group undertakings in the UK employed prior to 31 January
2003. The plan was closed to future accrual of benefit on 1 October 2009 and has a weighted average maturity
of approximately 15 years. The assets of the plan are held in separate trustee administered funds and are
invested by professional investment managers. The Trustee is Avon Rubber Pension Trust Limited, the
directors of which are members of the plan. Three of the directors are appointed by the Company and two are
elected by the members.

The funding of the plan is based on regular actuarial valuations. The most recent finalised actuarial valuation
of the plan was carried out at 31 March 2019 when the market value of the plan's assets was £335.8m. The
fair value of those assets represented 83% of the value of the benefits which had accrued to members, after
allowing for future increase in pensions.
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During the year the Group made payments to the fund of £2,088k (2020: £1,500k) in respect of scheme
expenses and deficit recovery plan payments. In accordance with the deficit recovery plan agreed following
the 31 March 2019 actuarial valuation, the Group will make payments in FY22 of £3.4m and £3.7m in FY23 in
respect of deficit recovery plan payments and scheme expenses.

The Group made two additional one-off payments to the fund during the prior year. A payment of £277k was
made in relation to additional past service costs recognised in 2019 and a one-off additional funding
contribution of £20,000k was made from the proceeds of the divestment of the milkrite | InterPuls business.

The defined benefit plan exposes the Group to actuarial risks such as longevity risk, inflation risk and
investment risk.

The directors have confirmed no additional liability is required to be recognised as a consequence of minimum
funding requirements. The trustees have no rights to wind up the scheme or improve benefits without Company
consent.

An updated actuarial valuation for IAS 19 purposes was carried out by an indcpendent actuary at 30 September
2021 using the projected unit method.

Movement in net defined benefit liability

Defined benefit Defined henefit Net defined
obligation asset benefit liability
2021 2020 2021 2020 2021 2020
£'000 £'000 £'000 £'000 £'000 £000
At 1 October {413,213) (403,168) 350,709 349,107 (62,504) (54,061)
Included in profit or loss
Administrative expenses (884) (721) - - (884) (721)
Past service cost - - - - - -
Net interest cost (6,267) (6,905) 5,314 6,149 (953) (756)

(7.151) (7,626) 5,314 6,149 {1.837) (1.477)

Included in other
comprehensive income
Remeasurement {loss)/gain:
- Actuarial (loss)/gain arising

from:
- demographic
assumptions {268) (4,667) - - (268) (4,667)
- financial assumptions 2,658 (6,048) - - 2,658 (6,048)
- experience adjustment 5,294 (8,916) - - 5,294 (8,916)
- Return on plan assets
excluding interest income - - 4,172 (8,112 4,172 (9,112)
7,684 (19,631) 4,172 (9,112 11,856 (28,743)
Other
Contributions by the
employer - - 2,088 21,777 2,088 21,777
Net benefits paid out 17,896 17,212 (17,886} (17.212) - -
At 30 September {394,784) (413,213) 344,387 350,709 (50,397) (62,504)
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Plan Assets

2021 2020

£'000 £'000
Equities and other securities 133,450 124 537
Liability Driven Investment 90,745 96,117
Secured income fund 51,290 50,233
Infrastructure fund 49,922 52,400
Cash 18,980 27,422
Total fair value of assets 344,387 350,709

Equity securities are valued using quoted prices in active markets where available.

The Liability Driven Investment (LDI) comprises an investment in a level 2 investment vehicle which combines
a series of LIBOR-earning cash deposits combined with contracts to hedge interest rate and inflation risk. The
LDl is value using a Net Asset Value published on the Irish Stock Exchange.

The Secured Income fund and Infrastructure fund are classified as level 3 within the fair value hierarchy.
Holdings in the secured income fund are valued at fair value which is typically the Net Asset Value provided
by the fund administrator at the most recent quarter end. Holdings in the infrastructure fund are valued by an
independent valuer using a model-based valuation such as a discounted cash flow approach. The significant
assumptions used in the valuation are the discount rate and the expected cashflows, both of which are subject
to estimation uncertainty.

The Avon Protection Defined Benefits Pension Scheme has an investment strategy which is targeted at
maximising investment returns with a low risk strategy which still represents a prudent approach to meeting
the Plan’s liabilities and ensuring that members benefits are protected. The strategy considers the need for
appropriate asset class diversification to balance the risks and rewards across a range of alternative asset
classes. The investments held by the pension scheme in¢lude both quoted and unquoted securities, the latter
which by their nature involve assumptions and estimates to determine their fair value. Where there isn't an
active market for the unquoted securities the fair value of these assets are estimated to determine their fair
value. Where there isn’t an active market for the unquoted securities the fair value of these assets are
estimated by the pension trustees based on advice received from the investment manager whilst also using
any available market evidence of any recent transactions for an identical asset. The target weightings under
the current asset allocation strategy are 40% to matching investments, 50% to cash flow driven investments
and 10% to return-seeking investments.

Actuarial assumptions
The main financial assumptions used by the independent qualified actuaries to calculate the liabilities under
IAS 19 (revised) are set out below:

2021 2020

% p-a. % p.a.

Inflation (RPI) 3.55 3.00
Inflation (CPI) 275 210
Pension increases post August 2005 2.30 2.20
Pension increases pre August 2005 3.40 2.95
Discount rate for scheme liabilities 2.00 1.55

100% of S2ZNA 100% of S2NA

. tables, based of tables, based of
Base mortality

members' year members’ year
of birth of birth
CMI 2020 CMI 2019

projections witha  projections with a
long-term trend of  long-term trend of
1.50% p.a. 1.50% p.a.

Future improvements in longevity
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Changes in assumptions

At 30 September 2021, the methodology for calculating the discount rate has been refined to include longer
duration corporate bonds. The impact of this change in methodology reduced the year-end defined benefit
obligation by approximately £6.0 million.

The conclusion of the joint consultation between the U K. Government and the U.K. Statistics Authority in
November 2020 was that RPI is intended to be aligned with CPIH from February 2030 and therefore the margin
between RPI and CPI will reduce over time. As a result, the Company has reduced the long-term gap between
RPI and CPI by 10 basis points (from 0.9% to 0.8%), compared with the prior year. The impact of this change
in methodology when setting the CPl assumption increased the year-end defined benefit obligation by
approximately £1.0 millign.
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Mortality rate

Assumptions regarding future mortafity experience are set based on advice, published statistics and
experience. The average life expectancy in years of a pensioner retiring at age 65 on the balance sheet date
is as follows:

2021 2020
Male 21.7 21.7
Female 23.8 23,7

The average life expectancy in years of a pensioner retiring at age 65 on the balance sheet date is as
follows

2021 2020
Male 23.4 234
Female 25.6 255

Sensitivity analysis
Defined benefit

obligation

Increase/{decrease)

£000

Inflation (RPI) (0.1% increase) 4538
Discount rate for scheme liabilities (0.1% increase) (6,024)
Future mortality (1 year increase) 18,679

The above sensitivity analysis shows the impact on the defined benefit obligation enly, not the net pension
liability as it does not take into account any impact on the asset valuation. Each sensitivity analysis disclosed
in this note is based on ¢hanging one assumption while holding all other assumptions constant. In practice,
this is unlikely to occur.

Defined contribution pension scheme

The cost to the Company of the defined contribution scheme for the year ended 30 September 2021 amounted
to £544k (2020: £503k).
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11 INTANGIBLE ASSETS

Goodwill Acquired Development Computer
Intangibles expenditure Software Total

£000 £'000 £'000 £'000 £'000
Cost:
At 1 October 2020 487 2277 7,463 854 11,081
Transfer _from group ) 548 64 612
undertaking
Additions - 1.012 - 1,012
Reclassifications - (367) 232 (135)
At 30 September 2021 4387 2,277 8,656 1,150 12,570
Accumulated Amortisation:
At 1 October 2020 - 2,277 2,596 854 5727
Transfer from group _ ; .
undertaking 64 64
Charge for the year - - 1,159 73 1,232
At 30 September 2021 - 2,277 3755 991 7,023
Net book value at 30
September 2021 487 - 4,901 160 5,547
Net book value of 30
September 2020 487 ) 4,867 ) 5,354

The remaining useful economic life of the development expenditure is between 4 and 10 years.
Impairment Review

Development costs
The Company tests development cost assets not yet ready for use annually for impairment, or more
frequently if there are indications of impairment.

Intangible assets are tested for impairment by grouping development assets into the smallest identifiable
group of assets generating future cash flows largely independent from other assets (CGUSs). Included in
these CGUs are development expenditure, tangible assets related to the product group and acquired
intangibles where associated with the development project. The CGUs have been tested against their
recoverable amount deemed to be their value in use. Cash flows were discounted to give a present value
using pre-tax discount rates ranging between 7.4% and 21.6% depending on the deemed associated risk
profiles of each CGU.

At the year end £2.1m of development costs relate to technology under construction relying on future cash
flows from key customers and market demand. Key customer reliance includes assumptions of contractual
extensions and future contract wins. If those customers choose not to renew or awards contracts, or
demands in the market did not materialise, and there is no alternative use for the developed technology,
capitalised development cost could be subject to impairment, along with associated assets.

Goodwill

Goodwill is tested annually for impairment by comparing its carrying value against the value in use. The
value in use calculations were based on projected cash flows derived from the latest three-year plan
approved by the Board. Cash flows for beyond three years were projected to grow by 2.0% p.a. Cash flows
were discounted to give a present value using a pre-tax discount rate of 8.9% (2020: 8.6%). These discount
rates were derived at using external expert advice taking into consideration current market conditions.
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Sensitivity analysis demonstrates that a decrease in forecast revenue of more than 58% (2020: 60%) in
relation to the Avon Protection business could be sustained before an impairment was required. In addition,
increasing the discount rate by 2% waould not lead to any indications of impairment.

12 PLANT AND EQUIPMENT
Leasehold Plant and Total
Property Machinery

£000 £'000 £'000
Cost:
At 1 October 2020 171 14,734 14,905
Transferred from group undertaking - 811 811
Additions 108 404 512
Reclassifications - 136 135
Disposals - (1,198) (1,198)
At 30 September 2021 279 14,886 15,165
Accumulated Depreciation:
At 1 October 2020 102 9,378 9,480
Transferred from group undertaking - 246 246
Charge for the year 31 1,385 1,416
Disposals - (1,198) {1,198}
At 30 September 2021 133 9,811 9,944
Net book value at 30 September 2021 146 5,075 5,221
Net book value at 30 September 2020 69 5,356 5425
13 FINANCIAL COMMITMENTS
2021 2020
£'000 £'000
Capital expenditure committed 944 47

Capital expenditure committed represents the amount committed at the end of the financial year for which no
provision has been made in the financial statements.
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14 INVESTMENTS IN SUBSIDIARIES

2021 2020

£000 £000

Investments in subsidiaries 30 30
30 30

In September 2020 the Company disposed of its investment in milkrite | InterPuls Limited for a cash
consideration of £43,332k. Milkrite | InterPuls Limited was incorporated ¢n 19 March 2020 as a wholly owned
subsidiary of Avon Polymer Products Limited with a share capital of £1, in order to facilitate the separation of
the milkrite | InterPuls business from within Avon Polymer Products Limited.

The Company holds investments in the following subsidiaries:

Company Registered otfice Activity Country of | Shareholding
address incorporation %
Avon Technclogies Limited (formerly | Hampton Park West, Dormant UK 100%
Avon Group Limited) Semington Road,
Melksham, Wiltshire,
SN12 6NB .
Avon Protection UK. Limited (fermerly | Hampton Park West, Dormant UK 100%
Avon Protection Systems UK Limited) | Semington Road,
Melksham, Wiltshire,
SN12 6NB

All shareholdings are ordinary shares. All companies have a year ending 30 September.
Avon Polymer Products Limited is a subsidiary of Avon Protection plc.
In the opinion of the directors, the value of the Company's investment in its subsidiaries is not less than that

stated in the balance sheet,.

15 INVENTORIES

2021 2020

£ £

Raw materials 2,910 3,655
Work in progress 1,243 100
Finished goods 3,000 715
7,153 4 470

Provisions for inventory writedowns were £2,117k {2020: £1,915k). The cost of inventories recognised as an
expense and included in cost of sales amounted to £19,884k (2020: £9,418k).

16 TRADE AND OTHER RECEIVABLES

201 2020

£'000 £'000
Amounts falling due within one year:
Trade receivables 4,939 2,943
Less; provision for impairment of receivables (57) (285)
Trade receivables - net 4,882 2,658
Prepayments 75 22
QOther receivables 1,320 3,071

6,277 5,751
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Cther receivables in 2020 included £3,030k due in relation to the divestment of milkrite | InterPuls Limited
which was settled shortly after the year end.

17 TRADE AND OTHER PAYABLES

2021 2020
Amounts falling due within one year: £'000 £000
Trade payables 2,565 2,600
Other taxation and social security payable 389 460
Other payables 262 281
Accruals 1,182 3,561
4,398 6,902
18 BORROWINGS
2021 2020
£000 £°000
Current:
Lease liabilities 28 30
Non Current:
Lease liabilities 97 44
Total lease liabilities 125 74
The table below presents the maturity analysis in respect of lease liabilities:
2021 2020
£'000 £000
In one year or less, or on demand 28 30
Two to five years 97 44
Total lease liabilities 125 74
19 CALLED UP SHARE CAPITAL
2021 2020
£ £
Allotted, called up and fully paid ordinary shares of £1 each
At the beginning of the year 100 100
At the end of the year 100 100

20 CONTINGENT LIABILITIES

A cross guarantee arrangement exists between the Company and other group companies in relation to
overdraft facilities. At the year end the Company had no liability recorded in these financial statements under
this arrangement.

21  RELATED PARTIES

The Company has taken advantage of FRS 101 which exempts the Company from disclosing transactions
entered into with other Group companies, provided those companies are also wholly owned.
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22  ULTIMATE CONTROLLING PARTY

The immediate parent company and ultimate controlling party and parent company is Avon Protection plc,
incorporated and registered in England and Wales. Consolidated financial statements incorporating the results
of the Cempany are prepared by Avon Protection plc only and no other intermediate holding company. Copies
of the consoclidated financial statements may be obtained from Avon Protection plc, Hampton Park West,
Semington Road, Melksham, Wiltshire, SN12 6NB or by visiting www.avon-protection.com .
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