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Berwin Rubber Company Limited

Strategic Report
Fot the Year Ended 31 December 2019

introduction
To comply with the Companies Act 2006, the company has provided below a review of the development and

performance of the business during the year, including key financial performance indicators and a description of
the principal risks and uncertainties facing the company.

The business review contains forward looking statements and opinions that involve risks and uncertainties. These
risks and uncertainties could cause results to differ materially from expectations. The principal risk factors are-

discussed more below.

Business review
The profit from ordinary activities before tax for the year is £1,794,096 (year end 31 December 2018: £1,315,326).
This result reflects a positive trading year. Continued investment in equipment provides a solid base for ongoing

business as well as providing a platform for potential growth.

The global Covid 19 pandemic presents a number of risks to the business. The company has thetefore taken action
across a wide range of areas to where possible mitigate these risks. Due to the rapidly changing situation the

" business will continue to respond dynamically and maintain the following priorities throughout, the health and
safety of our staff, customer service, financial discipline and business continuity.

Financial key performance indicators

2019 2018
Turnover £26,095,834  [26,261,694
Gross Profit % 34.3% 32.5%
Operating Profit % 6.8% 5.0%

Principal risks and uncertainties

Competition

The market in which the company operates is highly competitive. As a result, thete is constant downward pressure
on margins. Policies of constant price monitoring and ongoing market research are in place to mitigate such risks.

Fluctuations in commodity prices
The manufacture of our product range relies on materials traded on the commodity market. The price of such

materials is therefore susceptible to fluctuations dependent upon market conditions. In order to mitigate the impact
of such price movements, management maintains close contact with its suppliers to try and foresee where this
could occur.

Fluctuations in cutrency exchange rates
A significant proportion of purchases come from overseas and are denominated in foreign currencies. We are

therefore exposed to foreign cutrency fluctuations.

Brexit risk

The British government is negotiating the terms of the U.K’s future relationship with the E.U. Although it is
unknown what those terms will be, it is possible that thete will be greater restrictions on imports and exports
between the UK. and E.U. countries and increased regulatory complexities. The business has put measures in place
to manage a number of the expected risks and will continue to work closely with customers and suppliers to ensure

that any impact is minimalised.

This report was approved by the board on 12t March 2021 and signed on its behalf.

S =00

Mt J E Dowdall
Director
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Berwin Rubber Company Limited

Directors’ Report
Fot the Year Ended 31 December 2019

The directors present their report and the financial statements for the 12 months ended 31 December 2019.

Principal activity

The principal activity of the company continued to be that of the compounding of rubber and other elastomeric
alloys.

Results and dividends
The profit for the year, after taxation, amounted to £1,449,533 (2019 - £1,044,987).

The directors have declared and paid a dividend of £nil (2017: £nil).

Future developments

- The company will continue to try and consolidate its existing market position through technical advancement,
customer service and strategic investment.

Directors
The directors who served during the period were:

Mr R J Wolkener

Mr C Ruter

Mr ] E Dowdall

Mrs K Gunnarsson (resigned 09/04/2020)
Mt M Fryklund (resigned 09/04/2020)

Mt P K Rosen (appointed 09/04/2020)

Directors’ responsibilities statement

“The directors ate responsible for preparing the Strategic Report, the Directors' Report and the financial statements in
accordance with applicable law and regulations.

Company law requires the directors to prepate financial statements for each financial year. Under that law the
directors have elected to prepare the financial statements in accordance with applicable law and United Kingdom
Accounting Standards (United Kingdom Generally Accepted Accounting Practice), including Financial Reporting
Standard 102 The Financial Reporting Standard applicable in the UK and Republic of Ireland’. 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 for the company's financial statements and then apply them consistently.
. make judgments and accounting estimates that are reasonable and prudent.
. prepare the financial statements on the going concern basis unless it is inappropriate to presume that the

company will continue in business.

The directors ate 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 also responsible
for safeguarding the assets of the company and hence for taking reasonable steps for the prevention and detection of

fraud and other irregularities.
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Berwin Rubber Company Limited

Directors' Report (continued)
For the Year Ended 31 December 2019

Principal risks and uncertainties

The company is exposed to a series of financial risks, which are described in more detail below. The ditectors
review and agree policies for managing such risks. These policies have remained unchanged from previous years.

Currency risk
The company is exposed to transaction foreign exchange risk.

Credit risk
The company's principal financial assets are cash and trade debtors. The credit risk associated with the cash is

limited as the counterparties have high credit ratings assigned by international credit-rating agencies. The principal
credit risk arises therefore from its trade debtors. In order to manage credit risk, the directors set limits for
customers. Credit limits are reviewed on a regular basis in conjunction with debt ageing and collection history.

Liquidity risk '

The company seeks to manage financial risk by ensuring sufficient liquidity is available to meet foreseeable needs
and to invest cash assets safely and profitably. Short-term flexibility is achieved by overdraft facilities. '
Research and development activities

The company develops and improves products on an incremental basis as part of its normal operations.

Disclosure of information to auditor

Each of the persons who are directors at the time when this Directors' Report is approved has confirmed that:

. so far as the director is aware, there is no relevant audit information of which the company's auditor is
unawate, and
. the director has taken all the steps that ought to have been taken as a director in order to be aware of any

relevant audit information and to establish that the company's auditor is aware of that information.

Going Concern

As of 31 December 2019, the company had net assets of £14.2m (2018: £12.7m) and net current assets of £12.3m
(£10.8m). In preparing the financial statements on a going concern basis, the directors have considered the
Company’s ability to meet its liabilities as they fall due for at least the next 12 months. The directors have reviewed
the forecast for the Company, taking into account factots including the potential impacts of Brexit and Covid-19.
The impact of COVID-19 on the business is described in the Strategic Report on page 1.

The Directors have also received a letter of support from the Company’s ultimate parent company, Hexpol AB.
The letter confirms ongoing support, should it be required, for a period of at least twelve months from the date of
approval of these financial statements. The Directors have satisfied themselves that Hexpol AB has the ability to
provide this support to the Company should it be required.

After making enquities, the Directors have a reasonable expectation that the Company has adequate resources to
continue in operational existence for the foreseeable future. Accordingly, they continue to adopt the going concern
basis in preparing the annual report and financial statements

198)



Berwin Rubber Company Limited

Directors' Report (continued)
Fot the Year Ended 31 December 2019

Post balance sheet events

The outbreak of Covid-19 is considered to be a non-adjusting post balance sheet event as, at the 31st December
2019 the pandemic had not been declared as a global health emergency at that date. The impact of this has been
declared in the strategic report. The future financial impact cannot presently be estimated as it is highly dependant
on the severity and duration of the pandemic, but it could be material to the Company’s future results and financial

position.

As of the 1% January 2020 the assets and the trade of Flexi-Cell (UK) Limited and Hexpol Compounding (UK)
Limited, fellow group companies co-located with the Company, were transferred to Berwin Rubber Company
Limited.

The value of the net assets transferred from Flexi-Cell (UK) Limited equated to £380,563. The consideration for
the transaction has been left outstanding as a non interest bearing intercompany loan.

The value of the net assets transferred from Hexpol Compounding (UK) Limited equated to £1,448,912. In
addition to this a premium for Goodwill was paid amounting to £651,088. The total consideration of £2.1m was

paid on 26 February 2021.

Flexi-Cell (UK) Limited and Hexpol Compounding (UK) Limited achieved a profit before tax of £547,915 and
£473,143 respectively for the year ended 31 December 2019. '

Management expects this consolidation of group entities to improve the overall efficiency of the operations at the
Dukinfield campus. It also expects this to have no effect on the service it provides its customers and will work

closely with them in order to secure this.
This is considered to be a non-adjusting post balance sheet event.

There have been no other significant events affecting the company since the period end.

Auditor

The auditor, Etnst & Young UK LLP, will be proposcd for reappointment in accordance with section 485 of the
Companies Act 2006.

This report was approved by the board on 12t March 2021 and signed on its behalf.

e

Mr J E Dowdall
Ditector
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independent auditors’ report (continued)
To the members of Berwin Rubber Company Limited

INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF BERWIN RUBBER COMPANY
LIMITED .

Opinion

We have audited the financial statements of Berwin Rubber Company Limited (the ‘company’) for the year ended
31 December 2019 which comptise the Statement of Income & Retained Earnings, Statement of Financial Position
and the related notes 1 to 29, including a summary of significant accounting policies. The financial reporting
framework that has been applied in their preparation is applicable law and United Kingdom Accounting Standards
including FRS 102 “The Financial Reporting Standard applicable in the UK and Republic of Ireland” (United
Kingdom Generally Accepted Accounting Practice).

In our opinion, the financial statements:

e pive a true and fair view of the company’s affairs as at 31 December 2019 and of its profit for the year then
ended;

* have been propetly prepared in accordance with United Kingdom Generally Accepted Accounting Practice;
and

e have been prepared in accordance with the requirements of the Companies Act 2006.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (ISAs (UK)) and applicable
law. Our responsibilities under those standatds are further described in the Auditor’s responsibilities for the audit of
the financial statements section of our report below. We are independent of the company in accordance with the
ethical requirements that are relevant to our audit of the financial statements in the UK, including the FRC’s
Ethical Standard, and we have fulfilled our other éthical responsibilities in accordance with these requirements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

Emphasis of Matter ~ Disclosutes in relation to the impact of COVID-19
We draw attention to note 29 of the financial statements, which describes the economic and social consequences
the Company is facing as a result of COVID-19. Our opinion is not modified in respect of this matter.

Conclusions telating to going concetn

We have nothing to report in respect of the following matters in relation to which the ISAs (UK) require us to

report to you where:

® the directors’ use of the going concern basis of accounting in the preparation of the financial
statements is not appropriate; or

® the directors have not disclosed in the financial statements any identified material uncertainties that may cast
significant doubt about the company’s ability to continue to adopt the going concern basis of accounting for a
period of at least twelve months from the date when the financial statements are authorised for issue.

Other information
The other information comprises the information included in the annual repott, other than the financial statements

and our auditor’s report thereon. The directors are responsible for the other information.

Our opinion on the financial statements does not cover the other information and, except to the extent otherwise
explicitly stated in this report, we do not express any form of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other information and, in
doing so, consider whether the other information is materially inconsistent with the financial statements ot out
knowledge obtained in the audit or otherwise appears to be materially misstated. If we identify such material
inconsistencies or apparent material misstatements, we are required to determine whether there is a material
misstatement in the financial statements or 2 material misstatement of the other information. If, based on the work
we have performed, we conclude that thete is a material misstatement of the other information, we are required to
report that fact.

We have nothing to report in this regard.
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Independent auditors’ report (continued)
To the members of Berwin Rubber Company Limited

Opinions on other matters prescribed by the Companies Act 2006

In our opinion, based on the work undertaken in the coutse of the audit:

e the information given in the strategic report and the directors’ report for the financial year for which the
financial statements are prepared is consistent with the financial statements; and

e the strategic report and directors’ report have been prepared in accordance with applicable legal requirements.

Matters on which we are required to report by exception

In the light of the knowledge and understanding of the company and its envitonment obtained in the coutse of

the audit, we have not identified material misstatements in the strategic report or directors’ report.

We have nothing to report in respect of the following mattets in relation to which the Companies Act 2006

requires us to report to you if, in our opinion:

¢ adequate accounting records have not been kept or returns adequate for our audit have not been received from
branches not visited by us; or

e the financial statements are not in agreement with the accounting records and returns; ot

e  certain disclosures of directors’ remuneration specified by law are not made; or

¢ we have not received all the information and explanations we requite for our audit.

Responsibilities of directors

As explained more fully in the directors’ responsibilities statement set out on page 2, the directors are responsxble

for the preparation of the financial statements and for being satisfied that they give a true and fair view, and for

such internal control as the directors determine is necessary to enable the preparation of financial statements that

are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, the directors are responsible for assessing the company’s ability to continue as
a going concern, disclosing, as applicable, matters related to going concern and using the going concern basis of
accounting unless the directors either intend to liquidate the company or to cease operations, or have no realistic
alternative but to do so.

Auditor’s responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our opinion.
Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordance with
ISAs (UK) will always detect a material misstatement when it exists. Misstatements can arise from fraud or etror
and are considered material if, individually or in the aggregate, they could reasonably be expected to influence the
economic decisions of users taken on the basis of these financial statements.

A further description of our responsibilities for the audit of the financial statements is located on the
Financial Reporting Council’s website at https:// www.frc.otg.uk/ auditorsresponsibilities. This description forms
part of our auditor’s report.

Use of our report

This report is made solely to the company’s members, as a body, in accordance with Chapter 3 of Part 16 of the
Companies Act 2006. 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 auditor’s 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.

b < Youwa 10

Julian Yates (Senior statutory auditor)
for and on behalf of Ernst & Young LLP, Statutory Auditor
Manchester

Date: 12th March 2021
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Berwin Rubber Company Limited

Financial Statements
For the Year Ended 31 December 2019

Statement of Income and Retained Earnings

For the Year Ended 31 December 2019

Turnover

Cost of sales

Gross profit

Administrative expenses

Operating profit

Interes‘t receivable and similar income
Interest payable and expenses

Profit on ordinary activity before tax
Tax on profit

Profit after tax and total comptehensive income

Retained earnings at the beginning of the period

Profit for the period
Dividends declared and paid

Retained earnings at the end of the period

The notes on pages 9 to 24 form part of these financial statements.

Note

10

11

12

Year ended
31  Year ended
December 31 December
2019 2018
£ £
26,095,834 26,261,694
(17,137,839) (17,737,285)
8,957,995 8,524,409
(7,181,097) (7,219,856)
1,776,898 1,304,553
17,198 10,773
1,794,096 1,315,326
(344,563) (270,339)

1,449,533 1044:987 -

12,730,696 11,685,709
12,730,696 11,685,709
1,449,533 1,044,987
14,180,229 12,730,696
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Berwin Rubber Company Limited

Financial Statements
For the Year Ended 31 December 2019

Statement of Financial Position

As at 31 December 2019

Fixed assets

Tangible assets

Current assets
Stocks
Debtots: amounts falling due within one year

Cash at bank and in hand

Creditors: amounts falling due within one year
Net curtent assets
Total assets less cutrent liabilities

Creditors: amounts falling due after more than
one year

Provisions for liabilities

Deferred tax

Net assets
Capital and reserves
Called up shate capital

Profit and loss account

Note

13

14

15

16

17

18

20

31
December
2019

£

2,038,108
2,038,108

1,477,617

15,028,837

3,734,999

20,241,453

(7,956,541)

12,284,912

14,323,020

(20,000)

(120,791)
(120,791)

—14.182.229

2,000

14,180,229
14,182,229

31 December

2018
£
1,984,020
1,984,020
2,034,135
15,727,989
2,315,246
20,077,370
(9,278,116)
10,799,254
12,783,274
(20,000)
(30,578)
(30,578)
12732696
2,000
12,730,696
12,732,696

The financial statements were approved and authorised for issue by the board and were signed on its behalf on

12t March 2021.

& 00
Mt ] E Dowdall
Director

The notes on pages 9 to 24 form part of these financial statements.
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Berwin Rubber Company Limited

Notes to the Financial Statements
For the Year Ended 31 December 2019

1.

General information

Berwin Rubber Company Limited is a limited company incorporated in England and Wales. Its registered head
office is at Broadway, Globe Lane Industrial Estate, Dukinfield, Cheshire, SK16 4U]J.

The principal activity of the company continued to be that of the compounding of rubber and other
elastomeric alloys.

Accounting policies

21

2.2

2.3

24

Basis of preparation of financial statements

The financial statements have been prepared under the historical cost convention and in accordance with
Financial Reporting Standard 102, the Financial Reporting Standard applicable in the UK and the
Republic of Ireland and the Companies Act 2006.

The preparation of financial statements in compliance with FRS 102 requires the use of certain critical
accounting estimates. It also requires management to exercise judgment in applying the company's
accounting policies (see note 3).

The following principal accounting policies have been applied:
Financial reporting standard 102 - reduced disclosure exemptions

The company has taken advantage of the following disclosure exemptions in prepating these financial
statements, as permitted by the FRS 102 "The Financial Reporting Standard applicable in the UK and
Republic of Ireland™:

. the requirements of Section 7 Statement of Cash Flows;
. the requirements of Section 3 Financial Statement Presentation paragraph 3.17(d);

. the requirements of Section 33 Related Party Disclosures paragraph 33.7.

This information is included in the consolidated financial statements of the ultimate parent entity, Hexpol
AB as at 31 December 2019 and these financial statements may be obtained from Hexpol AB,
Skeppsbron 3, SE-211 20 Malmo, Sweden.

Going concern

As of 31 December 2019, the company had net assets of £14.2m (2018: £12.7m) and net current assets
of £12.3m (£10.8m). In preparing the financial statements on a going concern basis, the directors have
considered the Company’s ability to meet its liabilities as they fall due for at least the next 12 months.
The directors have reviewed the forecast for the Company, taking into account factors including the
potential impacts of Brexit and Covid-19. The impact of COVID-19 on the business is described in the
Strategic Report on page 1.

The Directors have also received a letter of support from the Company’s ultimate parent company,
Hexpol AB. The letter confirms ongoing support, should it be required, for a period of at least twelve
months from the date of approval of these financial statements. The Directors have satisfied themselves
that Hexpol AB has the ability to provide this support to Company should it be required.

After making enquiries, the Directors have reasonable expectation that the Company has adequate
resources to continue in operational existence for the foreseeable future. Accordingly, they continue to
adopt the going concern basis in preparing the annual report and financial statements.

Turnover

Turnover comprises revenue recognised by the company in respect of goods and services supplied during
the year, exclusive of Value Added Tax and trade discounts. Turnover is recognised at the point goods
are delivered.

9



Berwin Rubber Company Limited

Notes to the Financial Statements
For the Year Ended 31 December 2019

2.5 Tangible fixed assets

2.6

2.7

2.8

2.9

3

Tangible fixed assets under the cost model are stated at historical cost less accumulated deprectation and
any accumulated impairment losses. Historical cost includes expenditure that is directly attributable to
bringing the asset to the location and condition necessary for it to be capable of operating in the manner
intended by management.

Depreciation is chatged so as to allocate the cost of assets less their residual value over their estimated
useful lives, using the straight-line method.

Depreciation is provided on the following basis:

Leasehold land and buildings - 14 to 35 years
Plant and machinery - 3 to 12 years

The assets' residual values, useful lives and depreciation methods are reviewed, and adjusted prospectively
if appropriate, or if there is an indication of a significant change since the last reporting date.

Gains and losses on disposals are determined by comparing the proceeds with the carrying amount and
are recognised in the Statement of Income and Retained Earnings. W7l

Stocks

Stocks are stated at the lower of cost and net realisable value, being the estimated selling price less costs
to complete and sell. Cost is based on the cost of purchase on a first in, first out basis. Work in progress
and finished goods include labour and attributable overheads.

At each reporting date, stocks are assessed for impairment. If stock is impaired the carrying amount is
reduced to its selling price less costs to complete and sell. The i 1mpa1rment loss is recognised immediately
in the income statement. - :

Debtors

Short term debtors are measured at transaction price, less any impairment. Loans receivable are measured
mitially at fair value, net of transaction costs, and are measured subsequently at amorused cost using the
effective interest method, less any impairment.

Cash and cash equivalents

Cash is represented by cash in hand and deposits with financial institutions repayable without penalty on
notice of not more than 24 hours. Cash equivalents are highly liquid investments that mature in no more
than three months from the date of acquisition and that are readily convertible to known amounts of
cash with insignificant risk of change in value.

Financial insttuments

The company only enters into basic financial instruments transactions that result in the recognition of
financial assets and liabilities like trade and other debtors and creditors, loans from banks and other third
parties, loans to related patties and investments in non-puttable ordinary shares.

Debt instruments (other than those wholly repayable or receivable within one year), including loans and
other accounts receivable and payable, ate initially measured at present value of the future cash flows and
subsequently at amortised cost using the effective interest method. Debt instruments that are payable or
receivable within one year, typically trade debtors and creditors, are measured, initially and
subsequently, at the undiscounted amount of the cash or other consideration expected to be paid or
received. However, if the arrangements of a short-term instrument constitute a financing transaction, like
the payment of a trade debt deferred beyond normal business terms ot financed at a rate of interest

10



Berwin Rubber Company Limited

Notes to the Financial Statements
For the Year Ended 31 December 2019

2.9 Financial instruments (continued)

that is not a market rate or in case of an out-right short-term loan not at market rate, the financial asset
or liability is measured, initially, at the present value of the future cash flow discounted at a matket rate
of interest for a similar debt insttument and subsequently at amortised cost.

Investments in non-convertible preference shares and in non-puttable ordinary and preference shares are
measured:

. at fair value with changes recognised in the Statement of Income and Retained Earnings if the
shares are publicly traded or their fair value can otherwise be measured reliably;

. at cost less impairment for all other investments.

Financial assets that are measured at cost and amortised cost are assessed at the end of each reporting
period for objective evidence of impairment. If objective evidence of impairment is found, an impairment
loss is recognised in the Statement of Income and Retained Earnings.

For financial assets measured at amortised cost, the impairment loss is measured as the difference
between an asset's carrying amount and the present value of estimated cash flows discounted at the asset's
original effective interest rate. If a financial asset has a variable interest rate, the’ discount rate for
measuring any impairment loss is the current effective interest rate determined under the contract.

For financial assets measured at cost less impairment, the impairment loss is measured as the difference
between an asset's carrying amount and best estimate, which is an approximation of the amount that the
company would receive for the asset if it were to be sold at the reporting date.

.Financial assets and liabilities are offset and the net amount reported in the Statement of Financial
Position when there is an enforceable right to set off the recognised amounts and there is an intention to
settle on a net basis or to realise the asset and settle the liability simultaneously.

Derivatives, including interest rate swaps and forward foreign exchange contracts, are not basic financial
instruments. Derivatives are initially recognised at fair value on the date a derivative contract is entered

_.into and are subsequently re-measured.at their fair value. Changes in-the fair-value-of derivatives-are
recognised in profit or loss in finance costs or income as appropriate. The company does not currently
apply hedge accounting for interest rate and foreign exchange derivatives.

2.10 Creditors

Short term creditors are measured at the transaction price. Other financial liabilities are measured initially
at fair value, net of transaction costs, and are measured subsequently at amortised cost using the effective
interest method.

2.11 Foreign currency translation

Functional and presentation currency
The company's functional and presentational currency is GBP.
Transactions and balances

Foreign currency transactions are translated into the functional currency using the spot exchange rates at
the dates of the transactions.

At each period end foreign cutrency monetary items are translated using the closing rate.
Non-monetary items measuted at historical cost are translated using the exchange rate at the date of the

11



Berwin Rubber Company Limited

Notes to the Financial Statements
For the Year Ended 31 December 2019

2.11 Foteign cutrency translation (continued)

transaction and non-monetary items measured at fair value are measured using the exchange rate when
fair value was determined.

Foreign exchange gains and losses resulting from the settlement of transactions and from the translation
at period-end exchange rates of monetary assets and liabilities denominated in foreign currencies are
recognised in the Statement of Income and Retained Earnings except when deferted in other
comprehensive income as qualifying cash flow hedges.

Foreign exchange gains and losses that relate to borrowings and cash and cash equivalents are presented
in the Statement of Income and Retained Earnings within 'finance income or costs’. All other foreign
exchange gains and losses are presented in the Statement of Income and Retained Earnings within 'other
operating income’.

2.12 Finance costs i

Finance costs are charged to the Statement of Income and Retained Earnings over the term of the debt
using the effective interest method so that the amount charged is at a constant rate on the carrying
amount. Issue costs are initially recognised as a reduction in the proceeds of the associated capital
instrument.

2.13 Dividends
Equity dividends are recognised when they become legally payable. Interim equity dividends are
recognised when paid. Dividends on shares recognised as liabilities ate recognised as expenses and
classified within interest payable.

2.14 Operating leases: the company as lessee

Rentals paid under operating leases are charged to the Statement of Income and Retained Earnings on a
straight line basis over the lease term.

Benefits received and receivable as an incentive to sign an operating lease are recognised on a straight line
basis over the lease term, unless another systematic basis is representative of the time pattern of the
lessee's benefit from the use of the leased asset.

The company has taken advantage of the optional exemption available on transition to FRS 102 which

allows lease incentives on leases entered into before the date of transition to the standard 1 August 2014
to continue to be charged over the period to the first market rent review rather than the term of the lease.

2.15 Pensions
Defined contribution pension plan

The company operates a defined contribution plan for its employees. A defined contribution plan is a
pension plan under which the company pays fixed contributions into a separate entity. Once the
contributions have been paid the company has no further payment obligations.

The contributions are recognised as an expense in the Statement of Income and Retained Earnings when
they fall due. Amounts not paid are shown in accruals as a liability in the Statement of Financial Position.
The assets of the plan are held separately from the company in an independently administered funds.

2.16 Interest income

Interest income is recognised in the Statement of Income and Retained Earnings using the effective
interest method.

12



Berwin Rubber Company Limited

Notes to the Financial Statements
Fot the Year Ended 31 December 2019

2.17 Provisions for liabilities

Provisions are made where an event has taken place that gives the company a legal or constructive
obligation that probably requires settlement by a transfer of economic benefit, and a reliable estimate can
be made of the amount of the obligation.

Provisions ate charged as an expense to the Statement of Income and Retained Earnings in the year that
the company becomes aware of the obligation, and are measured at the best estimate at the Statement of
Financial Position date of the expenditure required to settle the obligation, taking into account relevant
risks and uncertainties.

When payments are eventually made, they are charged to the provision carried in the Statement of
Financial Position.

2.18 Current and deferred taxation

The tax expense for the period comprises current and deferred tax. Tax is recognised in the Statement of
Income and Retained Earnings, except that a charge attributable to an item of income and expense
recogmsed as other comprehensive income or to an item recognised directly in equity is also recogmsed
in other comprehensive income or directly in equity respectively. e

The current income tax charge is calculated on the basis of tax rates and laws that have been enacted or
substantively enacted by the reporting date in the countries where the company operates and generates
income.

Deferred tax balances are recognised in respect of all timing differences that have originated but not
reversed by the Statement of Financial Position date, except that:

. The recognition of deferred tax assets is limited to the extent that it is probable that they will be
recovered against the reversal of deferred tax liabilities or other future taxable profits; and

. Any deferred tax balances are reversed if and when all conditions for retaining associated tax
allowances have been met.

Deferred tax balances are not recognised in respect of permanent differences except in respect of business
combinations, when deferred tax is recognised on the differences between the fair values of

assets acquired and the future tax deductions available for them and the differences between the fair
values of liabilities acquired and the amount that will be assessed for tax. Defetred tax is determined using
tax rates and laws that have been enacted or substantively enacted by the reporting date.

2.19 Research and development

In the research phase of an internal project it is not possible to demonstrate that the project will generate
future economic benefits and hence all expenditutre on research shall be recognised as an expense when
it is incurred. Intangible assets are recognised from the development phase of a project if and only if
certain specific ctitetia are met in order to demonstrate the asset will generate probable future economic
benefits and that its cost can be reliably measured. The capitalised development costs are subsequently
amorttised on a straight line basis over their useful economic lives, which range from 3 to 6 yeats.

If it is not possible to distinguish between the research phase and the development phase of an internal
project, the expenditure is treated as if it were all incurred in the research phase only.
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3.

5.

Judgments in applying accounting policies and key sources of estimation uncertainty

Preparation of the financial statements requires management to make significant judgements and estimates.
The items in the financial statements where these judgements and estimates have been made include:-

Stock provision:

The stock provision is determined by ageing of stock. An appropriate level of provision is then applied based

on historic experience and management judgement.

Turnover

The whole of the turnover is attributable to the principal activity of the company.

Analysis of turnover by country of destination:

United Kingdom
Rest of Europe

Rest of the world

Operating profit

The operating profit is stated after charging:

Research & development charged as an expense

Depreciation of tangible fixed assets

Exchange differences
Operating lease rentals

(Profit) on sale of tangible assets

Year ended
31  Year ended
December 31 December
2019 w2018
£ L
23,563,268 23,119,375
1,971,087 1,972,538
561,479 1,169,781
26,095,834 __26.261,694
Year ended
31  Year ended
December 31 December
2019 2018
£ £
- 41,444
585,689 760,463
(141,005) 50,881
259,608 221,477
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6.

7.

Auditor's remuneration

Year ended
31  Year ended
December 31 December

2019 2018
£ £
Fees payable to the company's auditor for the audit of the company's annual
financial statements — 23300 22,000
Fees payable to the company’s auditor and its associates in
respect of:
Taxation ' - -
Employees
Staff costs, including directors' remuneration, were as follows:
Year ended

31 Year ended
December 31 December

2019 2018

£ £

Wages and salaries _ 2,919,238 2,669,136
Social security costs 289,136 269,517
Cost of defined contribution scheme . 140,292 110,574
— 3,348,666 __3.049.227

The average monthly number of employees, including the directors, during the period was as follows:

Year ended  Year ended

31 31

December December

2019 2018

No. No.
Office and management 25 24
Production and sales 70 69
95 93
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Notes to the Financial Statements
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8. Directors’ remuneration
Year ended
31  Year ended
December 31 December
2019 2018
£ £
Directors' emoluments - 140,568
The highest paid director received remuneration of £Nil (2018 - £140,568). From 1 January 2019 the
Directot’s remuneration is borne by Hexpol Compounding (UK) Limited. The services provided by the
directors to the Company are not significant in the context of their overall employment within the group and
hence no monetary amount has been disclosed in these accounts.
The value of the company's contributions paid to a defined contribution pension scheme in respect of the
highest paid director amounted to Nil (2018 - £Nil).
During the period retiremer;t-beneﬁts were accruing to Nil directors (2018 - 1)
9. Interest receivable
Year ended
31 Year ended
December 31 December
2019 2018
£ £
Other interest recetvable 17,198 10,773
10. Interest payable and similar charges
Year ended
31  Year ended
December 31 December
2019 2018
£ £

Bank interest payable -
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11. Taxation

Corporation tax
Cutrent tax on profits for the year

Adjustments in respect of previous periods

Total current tax

Deferred tax

Origination and reversal of timing differences
Adjustment in respect of previous-periods
Effect of tax rate change on opening balance
Taxation on profit on ordinary activities

Total tax per income statement

Factors affecting tax charge for the year

The charge for the year can be recorded to the profit per the account statement as follows:

Profit on ordinary activities before tax

Profit on ordinary activities multiplied by standard rate of corporation tax in the
UK of 19.00% (2018- 19.00%)

Effects of:
Expenses not deductible for tax purposes

Fixed asset differences

Tax rate adjustments

Rounding

Amounts credited directly to equity or otherwise transferred
Group relief

Adjust closing deferred tax to average rate of 20.00%

Adjustments from previous periods

Total tax charge for the period/year

Year ended

31 Year ended

December 31 December

2019 2018

£ £

277,705 333,789

(23,355) 5,998

254,350 339,787

75,024 (72,135)
23,086 (4,907) -

(7,897) 7,594

90,213 (69.448)

344.563 270,339

2019 2018

£ £

1,794,096 1,315,326

340,878 249,912

11,906 11,743

(7,897) 7,593

- )

(324) 1,092

— 344,563 270339

Frtd
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12. Dividends

31
December 31 December
2019 2018
£ £
Dividends paid on A Otrdinary Shares of {Nil per share (2018: £INil) - -
13. Tangible fixed assets
Leasehold
land and Plant and
buildings  machinery Total
£ £ £
© e
Cost or valuation
At 1 January 2019 2,011,288 12,360,211 14,371,499
Additions - 639,776 639,776
Disposals - - -
At 31 December 2019 2,011,288 12,999,987 - 15,011,275
Depreciation
At 1]January 2019 1,901,028 10,486,451 12,387,489
Disposals - - -
Charge for the period on owned assets 46,918 538,770 585,688
At 31 December 2019 1,947,946 11,025,221 12,973,167
Net book value
At 31 December 2019 — 63342 1,974,766 2,038,108
At 31 December 2018 — 110,260 ____1,873,760 ___ 1,984,020
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14. Stock
31
December 31 December
2019 2018
£ £
Raw materials and consumables 1,365,298 1,910,607
Work in progress 39,189 66,694
Finished goods and goods for resale 73,130 56,834
—1,477,617 ____2.034135

Stock recognised in cost of sales during the period as an expense was £17,137,189 (2018 - £17,737,285).

An impairment loss of £926 (2018 - £26,028 gain) was recognised in cost of sales against stock during the
petiod due to a revaluation of slow moving and obsolete stock.

15. Debtors

31 December31 December

2019 2018
£ £
Trade debtors 5,107,931 5,791,243
Amounts owed by immediate parent company 8,047,315 8,047,315
. Amounts owed by ultimate patent company 1,775,097 . 1,762,691
Other debtors 845 1,200
Prepayments and accrued income 97,649 125,540
—15.028,837 __ 15,727,989
16. Cash and cash equivalents

31
December 31 December
2019 2018
£ £
Cash at bank and in hand 3,234,999 2,315,246
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17. Creditors: Amounts falling due within one year

Trade creditors

Amounts owed to fellow subsidiaries
Corporation tax

Other taxation and social security
Other creditots

Accruals and deferred income

18. Creditors: Amounts falling due after more than one year

Preference shares classed as a financial liability

31
December 31 December
2019 2018
£ £
3,444,894 4,810,051
3,522,546 3,622,138
173,509 185,351
43,092 128,499
140,995 119,178
631,505 412,899
—1,956,541 _ 9278116

3
December 31 December
2019 2018
£ L

Non-equity deferred shares classed as a financial liability relate to shares which have no right to dividends or

capital.
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19. Financial instruments

Financial assets

Financial assets that are debt instruments measured at amortised cost

Financial liabilities

Financial liabilities measured at amortised cost

31
December 31 December
2019 2018
£ £

14,930,343 15,601,249
—14.930,343 __15,001,249

(7,739,940)  (8,964,266)
—(7,739,940) __(8.964.266)

Financial assets that are debt instruments measured at amottised cost comprise of trade debtors, amounts

owed to group undertakings and othier debtors.

Financial liabilities measured at amortised cost comprise trade creditors, amounts owed to group

undertakings, other creditors and accruals.

20. Deferred taxation

At beginning of year
Deferred tax charge to income statement for the period (note 11)

At end of year

The provision for deferred taxation is made up as follows:

Fixed asset iming differences
Short term timing differences

Deferred tax (assets)
Recoverable within 12 months

Deferred tax liabilities
Payable after 12 months

2019 2018

£ £

30,578 100,026

90,213 (69,448)

— 120,791 30578

31

December 31 December
2019 2018
£ £
121,031 60,862
(240) (30,284)
120,791 30,578
(240) (30,284)
(240) (30.284)
121,031 60,862
121,031 60,862
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21.

22.

23.

24.

Share capital

31
December 31 December
2019 © 2018
£ £
Shares classified as equity
Allotted, called up and fully paid
100 - Equity 'A' otdinary shares of £1 each shares of £1 each 100 100
1,900 - Equity 'B' ordinary shares of £1 each shares of £1 each 1,900 1,900
— 2000 2000
The 'A' ordinary and 'B' otdinary shares rank pari passu in all material aspects.
Reserves
Profit and loss account
Includes all current and prior period retained profits and losses.
Capital commitments
At 31 December 2019 the company had capital commitments as follows:
3
December 31 December
2019 2018
£ £

Contracted for but not provided in these financial statements - -

Pension commitments

The company operates a defined contribution pension scheme. The assets of the scheme are held separately
from those of the company in an independenty administered fund. The pension cost change represents
contributions payable by the company to the fund and amounted to £140,292 (2018: £110,574). Contributions
totalling £43,681.(2018: £17,148) were payable to the fund at the year end and are included in creditors. )
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25.

26.

- 27.

Commitments under operating leases

At 31 December 2019 the company had future minimum lease payments under non-cancellable operating

leases as follows:

Land and buildings

Not later than 1 year
Later than 1 year and not later than 5 years

Total commitments under operating leases

Other

Not later than 1 year
Later than 1 year and not later than 5 years
Later than 5 years

Total commitments under operating leases

Related party transactions

31
Decembet 31 December
2019 2018
£ £
79,100 79,100
316,400 316,400
395,500 395,500

31
December 31 December
2019 2018
£ £
117,038 106,483
256,132 226,904
373,170 333,387

The company has taken advantage of the exemption available in FRS 102, section 33.1a "Related party
disclosutes" whereby it has not disclosed transactions with the ultimate parent company or any wholly

owned subsidiary undertaking of the group.

Controlling party

The directors consider the ultimate parent company to be Hexpol AB, a company registered in Sweden.
Berwin Group Limited is the immediate controlling party and is undeér the control of Hexpol AB. Copies of
the consolidated financial statements of Hexpol AB can be obtained from Skeppsbron 3, SE-211 20 Malmo,

Sweden.
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28.

29.

Going Concern

As at 31 December 2019, the company had net assets and net current assets of £12.3mn (2018: £10.8mn). In
preparing the financial statements on a going concern basis, the directors have considered the Company’s
ability to meet its liabilities as they fall due for at least the next 12 months. The directors have reviewed the
forecast for the Company, taking into account factors including the potential impacts of Brexit and Covid-
19. The impact of COVID-19 on the business is described in the Strategic Report on page 1.

The Directors have also received a letter of support from the Company’s ultimate parent company, Hexpol
AB. The letter confirms ongoing support, should it be required, for a period of at least twelve months from
the date of approval of these financial statements. The Directors have satisfied themselves that Hexpol AB
has the ability to provide this support to the Company should it be requited.

After making enquiries, the Directors have a reasonable expectation that the Company has adequate
resources to continue in operational existence for the foreseeable future. Accordingly, they continue to adopt
the going concern basis in prepating the annual report and financial statements

Post Balance Sheet Events

The outbreak of Covid-19 is considered to be a non-adjusting post balance sheet event as, at the 315t
December 2019 the pandemic had not been declared as a global health emergency at that date. The impact
of this has been declared in the strategic report. The future financial impact cannot presently be estimated as
it is highly dependant on the severity and duration of the pandemic, but it could be material to the
Company’s future results and financial position.

As of the 15t January 2020 the assets and the trade of Flexi-Cell (UK) Limited and Hexpol Compounding
(UK) Limited, fellow group companies co-located with the Company, were transferred to Berwin Rubber
Company Limited.

The value of the net assets transferred from Flexi-Cell (UK) Limited equated to £380,563. The consideration
for the transaction has been left outstanding as a non interest bearing intercompany loan.

The value of the net assets transferred from Hexpol Compounding (UK) Limited equated to £1,448,912. In
addition to this a premium for Goodwill was paid amounting to £651,088. The total consideration of £2.1m
was paid on 26 February 2021.

Flexi-Cell (UK) Limited and Hexpol Compounding (UK) Limited achieved a profit before tax of £547,915
and £473,143 respectively for the year ended 31 December 2019.

Management expects this consolidation of group entities to improve the overall efficiency of the operations
at the Dukinfield campus. It also expects this to have no effect on the service it provides its customers and
will work closely with them in order to secure this.

This is considered to be a non-adjusting post balance sheet event.

There have been no other significant events affecting the company since the period end.



