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Strategic report -
The directors present their report with the audited tinancial statements of the company for the year ended 31 December 2019.
Principle Activities

The principal activity of the company in the year under review was the processing and distribution of steel & aluminium
products through a network of service centres for supply to the Aulomouve and General Industry- markets in the United
Kingdom and Europe.

Review of the Business

The intention of this review is to portray a balanced and comprehensive summary of the development and performance of
Steel & Alloy: Processing Limited ("the Company"), consistent with the size and relatively uncomplicated nature of the
business against the background of any risks and uncertainties that may exist. In doing so, the Dlrectors have taken into
account only such facts and circumstances of whlch we are aware at the date of this report.

" There has been no fundamental change in the principal activity of the Company and no sngaiﬁcant shifts in the customer
base and sources of supply of the Company. The Company continues to operate out of four main metal processing sites,
- three in the West Midlands and one in the North East of England.

_ The business capability also lies in supply chain management enabling lhe delivery of product to customers on a just in time
basis. .

The Directors give the highest priority to the safety and welfarc of our colleagucs and the - public. We continue to strive to
achieve a reduction in accidents and the severity of those accidents through the promotlon of safe working practices and
awareness.

The Company continues to hold relevant quality and environmental standards and during the year succeésfully transitioned
to IATF TS16949 and ISO 14001:2015. Efforts continue across the Company to reduce its environmental impact, including
regular review in areas such as wasté sent to landfill, recycling and scrap generation.

Performance

The business made a profit before tax of £1,207k (2018: £2,909k) for the year and has net assets of £50, 347k (2018
£49 SOIk) .

The Directors have reviéwed the results, resultant cash flows and forward forecasts for the Company and are confident that
the company has sufficient cash and other resources to meet its ongoing needs and longer-term strategic development plans.

Key Performance Indicators

The company monitors progress by reference to several key performance mdthtors
e Safety - to achieve zero LTA’s and zero NLTA's.
Steel and Alloy achieved 1 LTA in 2019 and 12 NLTA (2018: | LTA and 11 NLTA)
EBITDA has reduced from £5,797k to £3,531k
Customer satisfaction — objective to achieve 93% CSAT..
Debtor days reduced from 80 at the end of 2018 to 67 at the end of 2019.
Creditor days increased from 35at the end of 20 19 to 36 at the end of 2019.

RlSkS and Uncertainties -

The level of demand for motbr vehicles is predicted to remain stable in the UK based on industry supplied car build forecasts.
Electrification of motor vehicles and the development of autonomous vehicles means that the materials used to manufacture
thicse vehicles will change to low weight high strength solutions, such as Aluminium. The company is constantly developing
its manufacturing facilities to meet the ever-changing customer requirements. The predicted levels of demand for steel and
for the constituent raw materials in the global markel make it seem likely that steel prices may continue to fluctuate for the
foreseeable future. The strong Balance Sheet and lean operating base will enable the Company to take advantage of
continuing automotive market growth and to seek further opportunmes to grow the business in the UK.

The global steel producing sector has heen hit by the Covid-19 pandemlc with the sale of antnmnhve and geneml market
steel products being heavily affected. The Directors in response to the crisis immediately took actions to safeguard the future
of the comipany. Cash management was key; matching receipts from customers with payments to suppliers. Ensuring that
bank facilities were adequate for current and future forecast requirements As far as possible we reduced the costs of the
company firstly by taking advantage of the Government CJRS scheme and also cutting discretionary costs to.a minimum.,
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AStrategic- report (continued)
Risks and Uncertainties (con(inued)

At the same time, we ensured that our manufacturing and logistics facilities remained operahonal and we supphed all of our
customer requirements. Albeit at much reduced volume levels

The worldwide general cconomic situation is still unclear and the Covid-19 pandemrc still exnts .the recent start of a

vaccination program hopetully will bring the pandemic under control. The Directors and Senior Management aim to keep

informed of the. pandemic development, market conditions and trends, adapting busmess strategies to reflcct changes in
" circumstances.

Consolidation within the steel industry has changed the dynamics of the marketplace with the main producere able to cxert
greater influence on supply and demand than was once the case. Availability of material to meet the requirements of our-
business is continually reviewed to ensure sufficient supply, is obtained. : :

UK automotive cus(omers will continuc to be a further significant factor in the future’ performance of the Company, given
- the competing demands from other sectors (e.g. building products) and regions (e.g. China, Russia and India). This situation -
is also influcnced by the pressure exerted by suppliers of the constituent raw materials and services mvolved in steel makmg

The Company undertakes regular reviews of the principal risks facing the busmess in the form of management meetings and
wherever possible processes aré in place to monitor and mitigate such risks. As a consequence, the Directors believe that the
Company is well placed to manage its busmess risks successfully given the current economic outlook..

After making enqumes the Directors have a reasonable e(pectauon that the Company has adequate resources to continue
successful operations for the foreseeable future. Accordingly, as in prevxous years they have adopted the gomg concern bdsm
in preparing the armual report and financial statements.

Company’s Policy on Payment of Creditors _

The company agrees payment terms with its supplicrs at the time it enters into bmdmg purchasing contracts for the supply
of goods and services. Its suppliers are, in that way, made dware of these terms. The company seeks to abide by these
payment tcrms whenever it is satisfied that the siipplier has prowdcd the goods or services in accordance wuh the agreed
terms and condmons

Dividends

'No dividends have been proposed for the year ended 315t December 2019.

The total dlstnbutlon of dividends for the year ended 31 December 2019 will be £nil. (Year ended 31 December 2018: £nil).
lqure Developments

. Market conditions in the UK are currently uncerlain, with the Covid-19 pandemic and the UK’s imminent departure from
the European “free market” after Brexit. The Dirsctors have positioned the company to be flexible, in order to take advantage
of our existing customers changmg material and volume requ:rements within the Automotive and wnder General lnduatry
sectors. . .

Promoting the success of the company and secti_on 172(1) statement of the Companies Act-2006 ($ection 172)

The directors® . overarching duty is to promote the success of the company for the benefit of its sharehiolders, with
consideration of stakeholders’ interests, as set out in section 172. The board regards a well governed business as essential
for the successful delivery of its principal activity. . : .

~ The directors are aware of their duty under section 172 to act in the way which they consider, in goodl faith, would be most )
likely to promote the succcss of the company for the benefit of its members as a whole and, in doing so, to have regard

(amongst other matters) to:
a) !he likely consequences of any dectston in the long lerm,

" The strategic direction and business decisions are constantly evaluated and considered by the UK Senior Leadership
Team (SLT). The team is made up of senior managers from the various areas of the business in order to gain a
balanced and more complete understanding of the business as a whole. The SLT meets on a regular basis to discuss
immediate issues affectmg the company but to also con51der and plan the long-term direction and goals ot the
company.
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Strategic report (continued)

Promoting the success of the company and sectlon 172(1) statement of the Companies Act 2006 (section 172)
(continued) .

b) the interests of the company 's employees;

Thc company is committed to ensuring we act rcsponsxbly towards our employees Health and safety of aIl
employees is a key factor within the overall business strategy to ensure that the company provides a high level of
service in a safe and secure manner. The company has many schemes to ensure that both the employees’ physical
and mental wellbeing are considered and supported at all times. Training is provided to all employees so that they
arc compliant with industry regulation, can excel in their roles and develop personally. Employee surveys are

- conducted annually, and it is mandatory for thc HR Managers to hold “Closc the loop™ meetings in order to producc
agreed upon actions based on the results of the employee survey. :

c) the need to foster the company's business relationships with suppliers, customers and others;

We depend on a skills and capabilities of a wide range of suppliers, from small, local companies to large
multinationals. Our robust procurement process selects the most appropriate suppliers for us to partner with
effectively, 1o our mutual benefit. Our customer base covers a wide variety of sectors and our sales and support
‘teams are structured to ensure that customer needs are listened to and fulfilled.

d) the impact of the company's aperauons on the community and the environment;

The company qupports the communities it operates in both the safety of its sitcs and.the conduct of its employees
The company and its employees enjoy supporting numérous charities and local initiatives which ensure that that it
is scen as a valued member of the community. The company is committed limiting its own and its customers
environmental footprint. :

e) the desirability of the company maintaining a reputation for high siandards of business conduct;

High ethical and safety standards are at the heart of the Gonvarri [ndustncs, and the UK is no dlffcrent Employccs
are trained annually on anu-corruptlon antx-compentlon and the company s code of conduct.

and -
D the need to act fairly as between members of the company.

The company’s code of conduct promotes equality and respect in the workplace. Annual mandatory training is used
to reinforce this to all employees. Cross functional working and knowledge sharing between teams is encouraged
in order to develop a culture of understanding and-support . .

Conclusion

Although there continues to be some degree of uncertainty surrounding the strength of the worldwide economic outlook due
to the Covid-19 pandemic and the UK’s position post Brexit and its exit from the EU on the 31* December 2020. The UK
markets have been resilient, and the Dircctors are optimistic about the prospects for the future and arc confident that the
Company is in good shape to take advantage of any opportunities as they arise.

‘In summary, the Directors believe that the Company is capable of coping with present market conditions, especially as pan
of the Gonvarri Industries and it is well placed in terms of its trading partnerships with both customers and suppliers and has
a sound financial and operatlonal structure to achieve future success

On behalf of the board

P J Whitehouse -

Director

Date: 22" December 2020
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Directors’ report
Dlrectors

The directors of the company who were in off ce during the year and up to the date of signing the financial s(atemems unless
otherwnsc stated, were as follows: :

Mark T Cooper .

Maxwell R Coleman ‘ ’ ‘ .

Paul J Whitehouse ’ : '

Owen R J Marshall

Mario Ruiz Escribano _ *

Rafael De La Flor Riberas

Josu Calvo Moreira

Juan Maria Riberas Mera

Ramon Candela Martinez (appointed 3 July 2019)

Francisco Bazaga Gonzalcz (resigned 3 June 2019) . . _

None of the directors have any beneficial interests in the shares of the company.

The results and dividends of the company are disclosed in-the strategic report.

Political and chantable contrlbuhons

The Company made nil polmcal contributions during the year (2018: £ nil). Donations to UK charmes amounted to £650
(2018: £860}

Financial instruments

The company’s operations expose it to a variety of financial risks including the effects of changes in interest rates on debt,
foreign currency exchange rates, credit risk and liquidity risk. The company’s principal financial instruments comprise cash’
and bank deposits, bank loans and overdrafts and obligations under finance leases togcther with trade receivables and trade
payables that arise directly from its operations. The company has not entered into derivative transactions with the cxception
of foreign exchange contracts in the normal course of trade, nor does it trade in financial instruments as a mattér of pollcy
The company has not unsettled transactions at ycar end.

Disclosure of information to auditors

‘The Directors who held office at the date of approval of this Directors’ report confirm.that, so far as they are each aware,
there is no relevant audit information of which the Company’s auditors are unawarc; and each director has taken all the steps
that he ought to have taken as a director to make himself aware of any relevant audit information and to establlsh that the
Company s auditors are aware of that mformanon

Details of future developments can be found W|thm the strategi;': report.
Post Balance Sheet Events

Since December 2019, COVID-19, a new strain of Coronavirus, has spread from China to other countries, including the
United Kingdom. This event significantly affects the economic activity at a global and national level and, as a result, the
operations and financial results of the Company. The extent to which Coronavirus will impact our results will depcnd on
future developments that cannot be reliably predicted, including the actions to contain the disease or treat it and mitigate its
impact on the economies of affected countrics, among others. Although the introduction of a vaccine should reduce the
future impacts of the virus..

In any case contingency plans have been activated, allowing the continuity of the business, trying to continue our business
as close to usual as is possible. To this end, organizational measures have been implemented to manage the crisis, all our
sites operate Covid securc. protocols. Sites have been established as “Bubbles” with no inter site movements. Within sites
we operate A&B teams on a rota basis, with as many workers as possible working from home. These measures are to control
" the spread of any infections and minimise the effect on the company. And most importantly, safeguards our ability to meet
our- customer’s demands. We also continue to manage our cash on a day to day basis and continue to minimise our costs.
Where possible, we have put in place an increased level of stock both raw materials and RFD as safety stock. We have
assessed critical services and materials supphers to the business and reviewed their contmgency plans. We have also agreed
alternate supplncrs where appropriate. .
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Directors’ report (continued)

Statemem of directors’ responsibilities

The directors are responsible for preparing the Annua] Report and the financial statements in accordance wnh applicable
law and regulatnon

.Company law requires the directors to prepare financial statements for each financial year. Under that law the diréctors

have prepared the financial statements in accordance with United Kirgdom Generally Accepted Accounting Practice

* (United Kingdom Accounting Standards, comprising FRS 101 “Reduced Disclosure Framework™, and applicable law).

Under company law the directors-must not approve the financial statements unlcss they are satisfied that they give a true

and fair view of the statc of affairs of the company and of the profit or loss of the company for that period. In preparing the

financial statements, the directors are required to:

e select emtable accounting policies and then apply them consistently;

e state whether applicable United Kingdom Accoummg Standards, comprising FRS 101, have been followed, subject
to any material departures disclosed and explained in the financial statements;

¢ 'make judgements and accounting estimates that are reasonable and prudent; and

e prepare the financial statements on lhe going concern basis unless it is inappropriate to presume ‘that the company
will continue m business. :

The directors 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. : :

The directors are responsible for keeping adequate accounting records that are sufficient to show and explairi 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 statemerits comply with the Companies ‘Act 2006. .

Directors' confi irmations
In the case of each director in office at the date the Directors’ ‘Report is dpproved

® so far as the director is aware, there is no relevant audit mformalxon of which the company’s auditors are unaware;
and :

e they have taken all the steps that they ought to have taken as a dxreclor in order to make themselves aware of any
rclevant audit information and to cstablish that thc company’s auditors arc awarc of that information.

lndcpcndcnt Audltors

. The audltors PricewaterhouseCoopers LLP w11| be proposed for re-appointment at the fonhcommg Annual General Meetmg

The financial alalemema on pages 9 o 26 were approved by the Board of Direclors on 9" December 2020 and signed on its
behalf by

P J Whitehouse : ' ** . -Union Street
‘ I ' West Bromwich
A W : : B70 6BZ"

Director ’ ’ . ’

Date: 22™ December 2020
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‘ Independent auditors’ report to the members of Steel &

Alloy Processzng lelted

-Report-on the audit of the financial statements

Opmlon B
In our opinion, Steel & Alloy Processing Limited’s financial statements: .

e give a true and fair view of the state of the company’ s affairs as at 31 December 2019 and of its profit for the
.year then ended;
e have been properly prepared in accordarice w1th United Kingdom Generally Accepted Accounting Practice
* . (United Kingdom Accounting Standards, compnsmg FRS-101 “Reduced Dlsclosure Framework”, and
- applicable law); and
* »  have been prepared in accordance w1th the requirements of the Companies Act 2006.

We have audited the financial statements, mcluded within the Anpual report and financial statements (the “Annual
Report”), which.comprise: the Statement of financial position as at 31 December 2019; the Statement of comprehensive
income, the Statement of changes in equity for the year then ended; and thé notes to the financial statements, which include
a description of the significant accounting policieg. ‘

Basis for opinion

‘We conducted our audit in accordance with International Standards on Audmng (UK) (“ISAs (UK)") and applicable law.
Our responsibilities under ISAs (UK) are further described in the Auditors’ responstbl]mes for the audit of the financial
. statements section of our report We believe that the audit evxdence we have obtamed is sufficient and appropriate to
provide a basis for our opinion.

Independence

- We remained independent of the company in accordance with the ethical requ1rements that are relevant to our audit of the
financial statements in the UK, which includes the FRC’s Ethical Standard, and we have fulfilled our other éthical
responslblhtles in accordance w1th these requu'ements .

Concluemns relatmg to going concern ‘ ‘

We have nothing to report in respect of the following mattcrs in relation to Wthh ISAs (Ul() requlre us to rcport to you
where: .

o the dlrectors use of the going concern basis of accounting in the preparation of thie financial statements is not.
_ appropriate; or
e the directors have not dlsclosed in the financial statements any identified matenal uncertainties that may cast
significant doubt about the compariy’s ability to continue to adopt the going concern basis of accounting fora
period of at least twelve months from the date when the financial statements are authorised for issue.

However, because not all future events or conditions can.be predicted, th1s statement is not a guarantee as to the company’s
ability to continue as a going concern. .

Rel')"ortirig on other information T
The other information comprises all of the information in the Annual Report other than the financial statements and our

- auditors’ report thereon. The directors are responsible for the other information, Our opinion on the financial statements
does not cover the other information and, accordingly, we do not express an audit opinion or, except to the extent otherwise
explicitly stated in this report, any form of assurance 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 or our knowledge obtained
in the audit, or otherwise appears to be materially misstated. If we identify an apparent material inconsistency or material
misstatement, we are required to perform procedures to conclude whether there is a material misstatement of the financial
statements or a material misstatement of the other information. If, based on the work we have performed, we conclude that
there is a material misstatement of this other information, we are requlred to report that fact. We have nothmg to report-
based on these responsibilities.

With respect to the Strategic Report and Dlrectors report we a]so considered whetherthe dlsclosures required by the UI(
Companies Act 2006 have.been included.

_Based on the responsxbllmes described above and our work undertaken in the course of the audit, ISAs (UK) require us also
to report certam opinions and matters as described below .
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Independent auditors’ report to the members of’ Steel &
' Alloy Processing Limited (continued)

Strategic Report and Directors’ report

In our opinion based on the work undertaken in the course of the audit, the information given in the Strategic Report and
Directors’ report for the year ended 31 December 2019 is consistent with the.financial statements and has been prepared in
accordance with applicable legal requirements.

In light of the knowledge and understanding of the company and its environment oblamed in the course of the audit, we did
not identify any material misstatements in the Strategic Report and Directors' report.

RespOnsibilities for the financial statements and the audit
Responsibilities of the directors for the financial statements

As explained more fully in the Statement of directors’ responsibilities, the dlrectms are responsnble for the pleparatlon of
the financial statements in accordance with the applicable framework and for being satisfied that they give a true and fair
view. The directors are also responsible for such internal ¢ontrol as they 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.

Auditors’ responstblities for the audit oftheﬁnanual 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 auditors’ 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 error 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 FRC's website at:
www.frc. org uk/auditorsresponsibilitics. This description forms part of our auditors’ report .

Use of this report

This report, including the opinions, has been prepared for and only for the company’s members as a body in accordance
with Chapter 3 of Part 16 of the Companies Act 2006 and for no other purpose. We do not, in giving these opinions, accept
or assume respounsibility for any other purpose or to any other person to whom thls report is shown or into whose hands 1[
may come save where expressly agreed by our prior consent in writing.

Other required reporting

kY

Companies Act 2006 exception reporting
Under the Companies Act 2006 we are required to report to you if, in our opinion:

«  we have not received all the information and explanations we require for our audit; or

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

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

¢ the financial statements are not in agreement with the accounting records and returns.

We have no exceptions to report arising from this responsibility.

Matt Palmer (Senior Statutory Auditor)
for and on behialf of PricewaterhouseCoopers LLP
Chartered Accountants and Statutory Auditors
Birmingham

2_2December 2020



Statement of comprehensive income’
Jov the year ended 31 December 2019 : _ ‘

Revenue
Cost of sales

Gross.profit

- Administrative Expenses
Othcer opcrating income
Other operating costs

Operati‘ng profit
Financial cxpenses

Profit on ordinary activities before taxation

Tax on profit on ordinary activities -

Profit for the financial year

Total comprehensive income for the year

All results are derived from continuing operations.

Steel & Alloy Processing Limited
Annual report and financial statements
Registered number: 00546129

For the year ended 31 December 2019

Note S 2019 ©2018

£000 . £000
3 203327 . 201573
(187,572) - (183,528) '
15,755 .+ 18045
13551 . (14520
. 43 . 219
4. . (534
4 . CL606 . 3204
6 S (@9) (295) -
1,207 - 2909
7 @361) L 529)
846 ‘ 2,380
846 . 2380

The notes on pages 12 to 26 form part of these financial statements.



Statement of financial position
As at 31 December 2019 .

Fixed Assets

Propcrty, plant and equipment
Right of use assets

" Current assets

[nventorics

Trade and other receivables
Cash and cash equivalents

" Creditors - amounts falling dug within one year

Net Current Assets

Total assets less current liabilities

Creditors — amounts falling due atter more than one year
Provisions for liabilities

Net assets

Equity

Called up share capital
Revaluation reserve -

Retained earnings

Total shareholders® funds

Note

1

12"

14

The notes on pages 12 to 26 form part of these ﬁnancxal statements.

. Steel & Alloy Processing Limited
Annual report and financial statements
Registered number: 00546129

2019
£000

27,941
1,082

29,023

20,864
36,441
160

57,465

(20,359)

28,106 -

57,129
(6,442)
(340)

50,347

2,523
761
47,063

50,347

"For the year ended 31 December 2019

2018
£000

129,155

29,155

25,847 |
30,320
6,328

62,495

(34,057)

. 28438

57,593
(7,930)
(162)

49,501

2,523
761
46217 °

. 49,501 - .

These ﬁnanmal statements were approved by the board of directors on 9 Decembcr 2020 and were signed on its -

behalf by:
PJ Whitehouse
Direc!or



Statement of changes in equity -
For the year ended 31 December 2019

Balance at | January 2019-

Profit for the financial year and

total comprehensive income

Balance at 31 December 2019

Balancc at 1 January 2018

Profit for the financial year and
total comprehensive income

Balance at 31 December 2018

" Called up.

Sliare capital
£000

2,523 -

2,523

2,523

2,523 -

Steel & Alloy Processing Limited
Annual report and financial statements
Registered number: 00546129 .
" For the year cnded 31 December 2019

Revaluation ) Retained . : Total

"Reserve - earnings - equily
£000 . £000 5000
761 46,217 ' 49,501

C 846 846
Co761 - 47063 50,347,
%1 . 43837 S a2
X ) ‘ 2,380
761 46217 49501

11
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- Notes
(forming part of the f inancial sratements)
1 General Information

Steel & Alloy Processing Limited is a cbmpany incorporated and domiciled in the United Kingdom. 1t is-a
subsidiary undertaking of Steel & Alloy Holdings Limited, the ultimate parent company being the Gonvarri
Group, incorporated in Spain. :

The financial statements have been prepared in sterling which is the functional currency of the company.

2 . Accounting policies
Basis of preparing the financial statements

Thesc financial 'statements' have been prepared in accordance with F inancial Reporting Standard 101 "Reduced
Disclosuré Framework” and the Compdmes Act 2006. The financial statements have been prepared under the
historical cost convention.,

The principal accountmg policics applled in the preparation of these financial statements arc set out below These.
pohc:ee have been consistently applied to all the years presented. '

The financial statements have been prepared on a gomg concern basis, under the historical cost convention.

The company has taken advantagc of the followmg disclosure exemptions in preparing these financial statements,
as pcmntted by FRS 101 "Reduccd Disclosure Framework":

()’ The requirement of IFRS 7 ‘Financial [nstruments: Disclosures’ relating to the disclosure of financial
instruments aind the nature and extent of risks arising from such instruments;
(ii) - The requircment of IFRS 13 *Fair Valuc Measurement’ paragraphs 91 to 99 relating to the fair valuc

measurement disclosures of financial assets and financial liabilities that are measured at fair value, such
. as the available for sale investments and derivative financial instruments;
(iii) The applicable requirements of [AS 36 * Impamnent of Assets’ relatmg to the dlsclosurcs of cstlmatcs uscd

to measure recoverable amounts;
(iv) The applicable requirements of IAS | Presentauon of Financial Statements’ relaung 1o the disclosure of

comparative information in respect of the number of shares outstanding at the beginning and end of the
year (IAS 1.79(a)(iv)); the reconciliation of the carrying amount of property, plant and cquipment (1AS
16.73(e)) and the reconciliation of the carrying amount of intangible assets (IAS 38(118)(e)). -

v) The requirement of IAS 1 “Presentation of Financial Statements’ paragraphs 134 to 136 relating to the .
disclosure of capital management policies and objectives;
(vi) The requirements of IAS 7 ‘Statement of Cash Flows™ and [AS | ‘Prescatation of Financial Slatemx.ms
. paragraph 10(d), 111 relating to the presentation of a Cash Flow Statement;
(vii) The requirements of IAS 8 *Accounting Policies, Changes in Accounting Estimates and Errors’ paragmphs

"30 and 31 relating to the disclosure of standards, amendments and interpretations in issue but not yet’
] effective; and )
(viii) The requirements of 1AS 24 ‘Related Party Disclosures” relating to the dlsclosure of key management
personnel compensation and relating to the disclosure of related party transactions entered into between

the Company and other wholly-owned subsidiaries of | the group.

(ix) . The requirements of paragraph 52, the second sentence of paragraph 89, and paragraphs 90, 91 and 93 of
IFRS 16 'Leases’. The requircments of paragraph 58 of IFRS 16, provided that the disclosurc of dctails of
" indebtedness required by paragraph 61(1) of Schedule | to the Regulations is'presented separately for
lease liabilities and other liabilities, and in total.

(x) the requirements of paragraph 52, the second: sentence of paragraph 89 and paragraphs 90 91 and 93 of
IFRS 16 Leases;

4. the requirements of Ddl'dgrdph 58 of IFRS 16;
Measurement convention

The financial statements are prepared on the historical cost basis. Non-current assets and disposal groups held for
sale are stated at the lower of previous carrying amount and fair valug less costs to sell. .
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Notes (contmued)
2 Accounting pollcnes (continued)
Going Concern

The company’s financial statements have been prepared on a going concern basis. The company’s operations
slarted to be affected by COVID-19 in the first quarter of 2020, and the company expects impact on- its financial
statements in 2020. The company has implemente’d contingency plans to adapt to the situation. As of the date of
the ‘board of directors approving the company's 2019 financial statements, the company s management has
determmed that there were no material uncertaintics that cast a doubt on the company’s ability to continue as a
going concem for the next 12 months. This has involved producing detailed profit forecasts and cash flows based
on current vehicle schedules from OEM’s as a best-case scenario and also a model of another COVlD 19 impact
. similar to the [irst outbreak as a worst-case scenano These models have been assessed against the companies cash
and bank overdraft facilities. :

The directors have, at the time 6f approving the financial statements, have a reasonable expectation that the
company has adequate resources to continue in operational existence for the foreseeable future. Thus, they have

- continued to adopt the going concem basis of accouriting in preparing the financial statements The company.
confirms access to the group poolmg funding arrangement currently in place. .

New standards, amendments and {FRIC mterpretanons

IFRS16 Leases is a new accounting standard that is effective for the year ended 31 December 2019 and has had a
material impact on the company (see note 19). There are no other amendments to accounting standards, or IFRIC
ingerpretations that are effective for the year ended 31 December 2019 have had'a material impact on the company.

" Property, plant and equlpment

Deprecxanon is'provided to write off the cost less the emmated residual value of plant, proper(y and equlpment_ )
by equal.instalments over their estimated useful economic lives at the tollowmg rates:

Freehold land , o -- .. .No depreciation is provided -

Freehold buﬂdihgs . ‘ - . 4% straight line basis per annum
Leasehold land and buildings - Over the terin of the lease ' )

Plant and machinery : - U 10%-33% straight lin¢ i)asis per annum
Motor vehicles e 20% straight line per annum

Fixtures and fittings - 15% - 20% straight line per annum

. Plant and machincry include tooling which has been depreciated at 33% straight line..
Impairment of property, plant and equipment. . ' )

The carrying amounts of the Company’s assets are reviewed for impairment when events or changes in
circumstances indicate that the carrying amount of the plant, property and equipment may not be. recoverable If
any such indication exrsts the asset’s recoverable amount is estrmated

An 1mpalrment loss is recogmsed whenever the camrying amount of an asset or its income-generating unit exceeds
its recoverable amount. Impairment losses are recognised in the statement of comprehensive income unless it
arises on a previously revalued asset. An impairment loss on a revalued asset is recognised in the statement of |
comprehensive income if it is caused by a clear consumpuon of economic benefits. Otherwise impairments are
recognised in the statement of comprehensive income untll the carrying amount reaches the asset S deprecrated
hlstonc cost. . : .

Impairment losscs recogmqed in respect of mcome-gencratmg units are allocatcd first to reduce the carrying

- amount of any goodwill allocated to income-generating units, then to any capitalised mtangrble asset and finally’

to the carrying amount of the tangible assets in the unit on a pro rata or more appropriate basis. Anincome
generating unit is the smallest identifiable group of assets that generates income that is ]argely mdependenl of the
vmcome streams from other assets or groups of assets. :
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Notes (continued)
2 . Accounting policies (continued)
Calculation of recoverable smount - : "o

The recoverable amount of plant, property and equipment is the greater of heir net realisable value and value in
use. In assessing value in use, the expected future cash flows are discounted to their present value using a pre-tax
discount rate that reflects current market assessments of the rate of return expected on an equally risky investment.
For an asset that does not generate largely independent income streams, the recoverable amount is deten'nmed for
the income-generating unit to which the asset belongs.

Reversals of impairiment

In respect of property, plant and cquipment and other intangible assets excluding goodwill, |mpalrment losscs
recognised in-prior periods arc assessed at each reporting date for any indication that the loss has decreased or no

. longer exists. An-impairment loss is only reversed if there has been a change in the estimates used to determine
the recoverable amount. An impairment loss is only reversed to the extent that the asset’s carrying amount does
not exceed the carrying amount that would have been determined, net of depreciation, lf no impairment loss had
been recogmsed An impairment loss relatmg 10 goodwill is never reversed. .

Foreign currency

Transactions in foreign currencies are translated to the Company’s functional currencies at the foreign exchange
rate ruling at the date of the transaction. Monetary assets and liabilities denominatcd in foreign currencics at the
balance sheet-date are retranslated to the functional currency at the foreign cxchangc ratc ruling at that date.
Foreign exchange differences arising on translation are recognised in the statement of comprehensive income
cxcept for differences arising on the retranslation of qualifying cash flow hedges, which are recognised in other
comprehensive-income. Non-monetary assets and liabilities that are measurcd in terms of historical cost in a
foreign currency are translated using the exchange rate at the date of the transaction. Non-monetary assets and
liabilities denoniinated in foreign currencies that are stated at fair value are retranslated to the functional currency
at foreign exchange rates ruling at the dates the fair value was determined. .o

Leasmg agreements
- There are.no finance leases recognised in the financial statements.

Rentals paid under operating Icases are charged to the profit and loss account on a strmght-lme basis over (he
period of the lease. :

Taxation

Tax on the profit or loss for the year compris€s current and deferred tax. Tax is recognised in the statement of
comprehensive income cxcept to the extent that it relates to itemns recognised directly in equity or other
comprehensive income, in which case it is recognised in equity or other comprehensive income.

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

Deferred tax is provided on temporary differences between the carrying amounts of assets and liabilitics for
financial reporting purposcs and thc amounts used for taxation purposes. The following temporary differences are
not provided for: the initial rccognition of goodwill; the initial recognition of assets or liabilities that affect neither
accounting nor taxable profit other than in a business combination, and differences relating to investments in
subsidiaries to the extent that they will probably not reverse in the foreseeable future. The amount of deferred tax
provided is based on the expected manner of realisation or settlement of the carrying amount of assets and
liabilities, using tax rates enacted or substantively enacted at the balance sheet datc. A dcferred tax asset is
recognised only to the extent that it is probable that future taxable profits will be available against which the
temporary différence can be utilised. i

Defined contribution plans

The company operates a defined contribution pension scheme. Contributions payable to the companys pensnon
' scheme are charged to the proht and loss account in the penod to which they relate.

Inventories

Inventories are stated at the lower of cost and net realisable value. In determining the cost of raw malenals
consumable and goods for resale, the Welghted average purchase price is used. .
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Notes (continued)
2 " Accounting policies (continued)
Revenue. ' ‘ '

- Revenue represents the amounts (excluding value added tax) derived from the provision of goods and is
rccognised when ownership transfers to the customer when the goods are dcspdtched

Cash and cash equivalents

Cash and cash equivalents comprise cash balances and call deposlls Bank overdra&s that are repayable on demand
and form an integral pan of the Company’s cash management are mcluded as, a component of cash.

Leases

The company leases various cquxpment and vehlcles Remal contracts are typically made for fixed periods but
may have extension options.

Contracts may contain both lease and non-lease components. The company allocates the consideration in the -
contract to the lease and non-lease componénts based on their relative stand-alone prices. .

Lease terms are negotiated on an individual basis and contain a wide range of different terms and conditions. The
lease agrccments do not impose any covenants other than the security interests in the leased assets that are held
by the lessor. Leased assets may not be used as security for borrowmg purposes.

- Until the 2018 financial year, leases of property, plant and equipment were classified as cither ﬁnance leases or
operating leases. From 1 January 2019, leases are recognised as a right-of-use asset and a correqpondmg liability
at the.date at which the leascd asset is available for use by the company. - .

Assets and liabilities arising from a lease are mmally measured on a presenl value basis. Lease habllmes include
the net present value of the following lease payments: :

- Fixed paymenits (including m-subsmnce fixed payments), less any lease incentives receivable;

- Variable lease payments that are bused on an index or a rate, mmallv measured using the index or rate
*as at the commencement date;

- Amounts expected to be payable by the company under residual value guarantees;
.- The exercise pru.e of U pur chase option if the companv is reasonably certain to exercise thut option; and

- payments of penalrle\' I~0r termmnrmg the /ease If the lease term reflects rhe company exercising that
optzon

Lease payments to be made under reasonably certdin extension options are also mcludcd in the measurement of
the liability. The lease payments are discounted using the interest rate 1mphcu in the lease. -

If that rate cannot be readily determined, which is generally the case for leases in the company, the lessee's
incremental borrowing rate is used, being the rate that the individual lessee would have to pay to borrow the funds
necessary to obtain an asset of similar value to the right-of-use asset in a s1m11ar economic environment with
similar terms, security and conditions.

The company is exposed to potemial future increases in variable lease payments based on an index or rate, which
are notincluded in the lease liability until they take effect. When adjustments fo lease payments based on an index
or rate take effect, the lease liability is reassessed and adjusted against the right-of-use asset. -

Lease payments are allocated between principal and finance cost. The finance cost is charged to profit or loss over ~
the lease period so as to produce a constant periodic rate of interest on the remaining balance of the liability for
each period.. .

Right-of-use a§s¢ts are measured at cost comprising t_hé following:

- The amount of the initial measurement of lease Iiab}'lity,~ A ¢
- any lease payments made at or before the ('.ommen-cémenl date less any lease incentives received:
- dny initial direct costs; and l

- Restoration costs

15
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" Notes (continued)
2 Accounting policies (continued)

Right-of-use assets are generally depreciated over the shorter of the asset's useful life and the lease term on a.
straight-line basis. If the company is reasonably certain to excrcise a purchase option, the right-of-use asset is
depreciated over the underlying asset’s useful life.

Leases (éontinued)

Payments associated with short-term leases of equipment and vehicles and all leases of low-value assets are
recognised on a straight-line basis as an expense in profit or loss. Short-term leases are leases with a lease term of
12 months or less. Low-value assets comprise IT equipment and small items of office furniture.

As explained earlier in this note the company has changed its accounting policy for leases where the company is -
the léssee. The impact of the change is explained in note 19, Prior to this change, leascs of property, plant and
equipment where the company, as lessee, had substantially all the risks and rewards of ownership were classified
as finance leases. Finance leases were capitalised at the lease’s inception at the fair value of the leased property
or, if lower, the present value of the minimum lease payments. The corresponding rental obligations, net of finance
charges, were included.in creditors: amounts falling due within 12 months and the long-tefm component was
included in creditors: amounts falling duc after more than one- year. Each lease payment was allocated between
the liability and finance cost. The finance cost was charged to profit or loss over the lease period so as to produce
a constant periodic rate of interest on the remaining balance of the liability for each period. The property, plant -
~ and equipment acquired under finance leases was depreciated over the asset’s useful life, or over the shorter of
the asset’s useful life and the lease term lf there was no reasonable certainty that the company would obtain
ownership at the end of the lease term.

Leases in which a signiﬁ‘cam portion of the risks and rewards of ownership were not transferred to the company
as lessee were classified as operating leases. Payments made under operating leases {net of any incentives received
from the lessor) were charged to profit or loss on' a straight-line basis over the period of the lease.

Financial Instruments

Loans and borrowings are iniiially recognised at the transaction price including transaction costs. Subsequently,
they are measured at amortised cost using the effective interest rate method; less impairment.

Debtors and creditors with no stated interest rate and receivable or payable within one year are recorded at
transaction price. Any losses arising from impairment are recognised in the income stateément.

Share capital

Share capital is treated as an equity instrument where there is evidence of a residual interest in the assets of an * -
: enmy after deducting all its liabilities. Accordmgly, a financial instrument is treated as equity if: -

e there is no contractual obligation to deliver. cash or other financial assets or to exchange fi F nancml
assets or liabilities on terms that may be unfavourable; and '

e the instrument is a non-derivative that contains no contractual obligations to deliver a variable number

of shares or is a derivative that will be settled only by the company exchanging a fixed amount of cash
or other assets for a fixed number of the company’s own equity instruments.
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Notes (continued)
2 Accountmg pohcnes (contmued)
- Judgements and key sources of estimation uncertamty

The preparation of financial statements requires management to make judgements, estimates and assumptions that
affect the amounts reported for assets and liabilities at the balance sheet date and the amounts reported for revenues
and expenses during the year. However,.the nature of estimation means that actual outcomes could differ from’
those estimates. ' ‘ ‘ o R

Useful economic lives of propérly, plant and equipmeni

The annual depreciation charge for property, plant and equipment is sensitive to changes in-estimated useful
‘economic lives and residual values of the assets. The useful economic lives and residual values are re-assessed
annually. They are amended where necessary to reflect current estimates, based on technologlcal advancement,
future investments, economic uiilisation and physwal condition of the assets.

Further details are given in note 8.

]mpmrmem of o ade recewables

The ¢ company makes an estimate of the recoverable amount of trade and other debtors. When assessing impairment
of trade-and other receivables, management considers factors including the credit rating of the receivable, the
ageing profile of receivables and historical experience. Further details are given in note 10. :

Inventory Prow.sxon

There is provision in place for slow moving and obsolete stock. This provxsnon is based on the historic levels of
stock usage and reduces the stock balance to account for stock which maybc expected to be sold at less than the
standard cost. Further details are giving in note 9.
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Notes (continued)

3 Revenue
The revenue and pfoﬁg before taxation is derived mainly from the Company’s principal activity.

An analysls of revenue by geographical market is as follows: ) :
$ . 2019 2018

£000 £000

United Kingdom : _ : ' 201083 .. . 200,585
Continental Europe : ) 4 ’ 2244 - . . 983
\ 203,327 201,573

Revenue is also derived from the sale of goods and income from scrap sales.

4 Operating profit .
2019 2018

£000 £000

Operating profit is after charging ) .
Depreciation — owned assets . ] : 1,950 ’ 1,391
‘Depreciation — right of use assets ) 270 A -
Hire of plant and machinery ~ rentals payable under operating lcascs ’ 152. 78.
Cost of inventories recognised as an expense - ' 178,720 173,813 -
Auditors’ remuneration’
Audit of these financial statements ’ - TS . T 53 47
Auditors” remuneration — Taxation compliance services ' 13 13

. Auditors’ remuneration - All other taxation advisory services ) 56 23

18
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Notes (coniinued)

5 lnl’ormatlon regardmg dlrectors and employees

‘ The average monthly number of persons employed by the Company (mcludmg dLrectors) durmg the year, analysed -

by category, was as followq
Number of employees

2019 . - 2018
Production : ) . 142 . 136 -
_ Admin Staff and Dlrectom o S : - 64 } 65
206 - . 201
The aggregate payroll costs of these persons were as follows: . : T
. : Co T . 2019 © 2018
£000 £000
Wages and salan’e's ] ) ) 6,942 o 6,979
Social security costs : - 726 - 7131
Other pension costs : T 544 536
8,212 8,246
Ditectors’ emoluments are as follows:
. : 2019 2018
. £000 £000
- Directors’ remuncration, ] 508 1629 .
Directors’ pension contributions to money purchase scheme : o ‘39 80
' 547 - 709

_The remuneration of the- hnghest paid dxrector in 2019 was £l73 1088 (2018: £172 ,159). Durmg the year the
director paid £nil (2018: £nil) into the pension scheme. .

»

: 6 Financial expenses
‘ 019 2018
| £000 £000
On bank arid other interest 296 269 .
Interest payable to group undertakings . 79 26
Lease Interest . - . ’ o 24 -
- 399 295°
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'Notes (continued)

7 Tax on profit

Analysis of tax expensc

Current Tax:
Current tax on profits for the year
Adjustment in respect of prior years

Total current tax -

- Deferred tax:

Current year

Adjustment in respect of pnor years
Effect of changes in 1ax rates

Total deferred tax

Tax on profit

Factors affecting the tax charge for the current year

Stecl & Alloy Processing Limited
Annual report and financial statements

-Registered number: 00546129

For thc year ended 31.December 2019

2019 - 2018
£000- £000
172 411
1 (80)
83 . 331
170 142
226 - 70
s 3s)
178 198
361 - © 529

The tax charge for the year is higher (2018 lower) than the standard rate of corporation tax in the UK of 19%

(2018 19%). The dxfferences are explained below.

Tax reconciliation:
Profit before taxation

Tax at the standard ratc of UK corporation tax at 19% (2018: 19%)

Effects of:

Adjustments in respect of prior ycars

Expenses not deductible

" Tax rate changes

Rolled ‘over gains-
Other

Total Tax Charge

Factors that may affect future current and total tax charges

2019 <2018

£000 £000

1,216 2,909

231 - . 553
37 ) -

110 (13)

(18) (1)

N : 12

. ]

361 . 529

In the Spring Budget 2020 the Government announced that from I April 2020 the corporation tax rate would
remain at 19% (rather than reducing to 17%, as previously enacted). As the proposal to keep the rate-at 19% had
not been substantively enacted at the balance sheet date, its effects are not included in these financial statem"ep(s.
However, it is likely that the overall effect of the change would be significant effect. :
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For the year endcd 31 December 2019

8 - Property, 'plant and equipment
Land and  Fixtures and . Motor. Pl;mt_and " Total
Buildings  ~ Fittings Vehicles machinery :
£000 - £000 £000 £000 . ~£000
Cost . ©o ‘ o . S
At | January 2019 23,942 | 1,787 5 © 23,905 49,639
Additions ' ‘ - 9 15 : 740 - 764
Disposals - . . ' o an- B3y e - (223) (271)
At 3] December 2019 S 39w 1,771 5 24422 50,132
Accumulated Deprebia!iw; L )

At | January 2019 - : - 4015 1,445 . 5 14919 20,484
Charge in year . - 735 ) 98 . - 1,117 . 1,950
" Disposals _ , ' (17 - CL9) - (197 .(243).
At 31 December 2019 : ‘ 4833 1514 5 15839 - 22,191

Net book value ) . : o
‘At 31 December 2019 ) ©o9,001 257 - 8.58‘3~ : 27,941
At 31 December 2018 c 19827 . .34 - 8,986 - 29,155 °

Included in the cost of land and buildings is freehold land of £6,040,370 (2018: £6,040,370) which has not been

dcepreciated. .

Righ't of use assets

Cost .

As at | January 2019 . .
" Additions ) . ) :
~ As at 31 December 2019 .
Depreciation )
As at | January 2019
Charge for the period
Accumulated depreciation

Net book value as at 31 December 2019

2019
£000

1,231
RTINS
1,352

270
270

1,082
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" Notes (continued)

9 Inventories ‘ ) \
2019 T 2018
. £000 ©. £000
Raw materials and consumables ‘ ‘ - 14954 - 17,567
Work in progress ' 612 . . - 664
. .Finished goods and goods for resale o 5,298 ‘ 7,616
. 20,864 25847 -

There is no material dlffcrcnm. between the canymg value of inventories and rcplaccmcm costs. Inveatory is sta(cd after
provisions of £675,000 (20/8: £347. 000) .

10 . Tradeand other receivables i ‘

. . . o - . 2019 ) 2018

) . ' . . £000 £000
"Trade and other receivables o _ » S . 117,606 . 17952
Amounts owed by group undertakings . - . 3,473 - 13,748
Amounts owed by related parties ’ ) 13,982 © 6,372
Corporation tax . - o B : - 400. . . 276
Other debtors ) ) : ’ ) - ’ 106 1,112
Prepayments and accrued income . ' ' 874 860
36,441 . 30320

ym—— 0 o=

Trade and other receivables are stated after an allowance of £401,000(2018: £529,000) for bad debt provision.-Amounts owed
by group undertakings and owed by related parties are interest free and repayable on demand.
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.Notes (continued)

~

11 . Creditors — amounts falling due within 6ne )"ear

Trade payables : )
-Amounts owed to group undertakings
Other taxation and social security
Accrials and deferred income’
_Lease Liabilities ‘

Steel & Alloy Processing Limited
Annual réport and financial statements
Registered number: 00546129

For the year ended 31" December 2019

The amounts owed to group undertakings are interest free and fcpayable on demand.

- 12 _Creditors — amounts falling due for mdre than one year’

Bank Loan
_Lease Liabilities

The bank loan is unsecured and was to be repaid over a ﬁve'—yéar period
commencing in 30™ May 2017 in equal quarterly-instalments at and interest rate

of 1.0% above Libor. . .

13 - Taxation, including deferred taxation

Atll January .
Adjustment in respect of prior years ) .
Deferred tax charged to the Income Statement for'the year

At 31 December

‘The elements of deferred taxation are as follows:

Property, plant and equipment ™ .

2019 2018
£000 ©£000 -
17,498 20,224
7323 8,187
1912 1,110,
2,351 4,536
2715 - .
29,359 34,057
2019 2018 - .
_£000 - £000
5626 7,930
816 T
6,442 7,930
2019 2018
£000 " £000
162 (36)-
26 o.M
152 127
340 162
. 2019 2018
£000 . £000°
340 162
340 162
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Notes (continued)
.14 Called up share capital

Alloned called up and fully paul

Equity: 2,522,801 (20!8 2,522,801) ordinary shares of £1 each

15 ° Leases

Right of ﬁse asse_is

Cost - .

As at | January ”0I9
Additions

As dt 31 December 2019

Depreciation

As at | -January 2019
Charge for the period
Accumulated depreciation

Net book value as at 31 Decemﬁer 2019

Steel & Alloy Processing Limited
Annual report and financial statecments
Registered number: 00546129

- For the ycar ended 31 December 2019 °

2019 2018
£000 - £000

2,523 - 2,523

2019
£000

1,231
121
1,352

270
270

1,082

In the previous ycar, the corr;pany only recognised lease assets and lease liabilities in relation to leases that were classified as
‘finance leases® under IAS 17 Leases. The assets werc presented in property, plant and equipment and the liabilities as part of
the company’s borrowings. For adjustments recogniscd on adoption of IFRS 16 on | January 2019, please refér to note 19.

Lease Liabilities

- Not later than | year
‘Later than | year and not later thdn S years
Later than 5 years .

16 Financia] [nstrumenfs

2019
© £000

275
816

An explanatlon of the company's financial instrument risk management objectives, polucnes and stra(cgles are set out in the

stratcgic report on page 2-4.

]

The Company's financial risks such as hquldlty nsk interest rate risk and foreign currency rate risk are all managed centrally

by the Steel and Alloy f{inance team.

The company has no ﬁnuqcial instruments measurcd at fair valuc through profit and loss.

17 Related parties

The compdny has taken advantage of the exemption under paragraph 8(k) of FRS 10! not to dlsclose tmnsactlons with fellow - -

- wholly owned subsidiaries.
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Notes (contin ued)

18 Ulumate parent company and parent undertaking of a larger group of which the company is a
member

The company's immediate parent is Steel & Alloy Holdings Limited. The ulfimate contfolling party is Gonvarri Steel Services
_SA, by virtue of them controlling the voting rights of the issued share capital 'of thé parent company. The consolidated financial
statements can be obtained from San Vicente n” 8. 3rd floor. Albia Building, Bilbao, Vizcaya, B-95220992 :

19°  Effect of the adoption of IFRS 16 T

As indicated in notc 2, the company has adopted IFRS 16 I.cases retrospectively from 1 January 2019 but has not restated
comparatives for the 2018 reporting period, as permiited under the specific transition provisions in the standard. The
reclassifications and thé adjustments arising from the new leasing rules are therelore recoghised in the opening balance sheet
onl January 2019. The new accounting pohcnes are disclosed in note 2.

. On adoptlon of'lFRS 16, the company recognised lease liabilities in relation to lcases which had previously been classificd as
‘operating lcases” under the principles of [AS 17 Leasces. These liabilitics were incasured at the present valuc of the remaining
lease payments, discounted using the lessee’s incremental borrowing rate as of | January 2019. The weighted average lessee’s
incremental borrowing rate applied to the lease liabilities-on | January 2019 was 2.03%. For leases previously classified as
finance leases the entity recognised the carrying amount of the lease asset and lease liability immediately before transition as
the carrying amount of the right of usc assct and the Icasc liability at the date of initial application. The measurement principles
“of IFRS 16 are only applied after that date This resultéd in no changes to the reserves. The remeasurements to the lease
liabilities were recognised as adjustments to the related right-of-use assets immediately after the date of initial application.

i. Practical expedients applicd

- In applying IFRS 16 for the first time. the company has used the following practical expedients permitied by the
' standard:- Applying a single discount rate to a porifolic of leases with reasonably similar characteristics;

- Re/ymg on previous assessments on whether leases are onerous as an alter, nnlwe to performing an impaiiment
reviéw-(there were no onerois con{racls as at | January 2019):

-1 Accounting for aperaun g /eases with a remaining lease term of less than 12 months as at | January 2019 as short-
*term leases; ’

- Excluding initial direct costs for the measurement of the right-of-use asset at the date of initial application; a

- using hindsight in determining the lease term where the contract contains options lo extend or terminate the lease.

The company has also elected not to reassess whether a contract is, or contains a lcase at the date of initial application. Instead,
tor contracts entered into before the transition date the company relied on its assessment made applying 1AS 17 and [FRIC 4
Determining whether an Arrangement contains a Lease.

ii. Mecasurement of lease liabilitics

o . o £000

Opcrating leasc commitments disclosed as at 3| Decémber 2018 . o ' 326
Discounted using the lessee’s incremental borrowing rate at the date of initiul application ’ 905
Add: finance leasc liabilities recognised as at 31 December 2018 . : .o
Less: short-term leases not recognised as a habllny o . ' ’ -
. Less: Low value leases not recognised as a liability ’ ‘ _ . o -
1,231
Lease liabilities as at 1 Januarv 2019
Of which are; : . .
Current leasé liabilities . : - - . . 275
Non-current Icasc liabilitics - L : . . - 816
1,231
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Notes (continued)

19 Effect of the adoption of IFRS 16 (continued)
iii. Measurement of right-of-use assets :

. The associated right-uf-use assets for property leases were ineasured on a retrospective basis as it the new rules had always
been applied. Other right-of use assets were measured at the amount equal to the lease liahility, adjusted by the amount of any
prepaid or accrued Icase payments relating to that Ieasc recognised in the balanqe sheet as at 3.1- December 2018.

The associated right-of-use assets for property Icascs werc mcasured on a rc(rospecti;'e basis as if the new rules had always
been applicd. Other right-of use assets were measured at the amount equal to the lease liability, adjusted by the amount of any-
prepaid or accrued lease payments relating to that lease recognised imsthe balance sheet as at 31 December 2018.

1

iv. Adjustments recognised in the.statement of financial position of 1 Janua.ry 2019
The change in accounting policy affected the following items in the statement of financial bosilion on | January 2019:

- Right-of-use assets ~ increase by £1,23 1k
- Lease liabilities - increase by £1,231k

.

20 Events after the er;d of the reporting period

Since December 2019, COVID-19. a new strain ot Coronavirus, has spread from China to other countrics, including the United .
Kingdom. This event significantly affccts the cconomic activity at a-global and national level and, as a result, the operations
and financial results of the Company. The extent to which Coronavirus will impact our results will depend on future -
developments that cannot be reliably predicted, including the actions to contain the disease or treat it and mitigatc its lmpact
on the economies of affected countries, among others.

The contingency plans contemplated in these cir'cumstances have been activated, allowing the continuity of the business. lrying

to continuc our busincss as closc to usual as is possible. To this end, organizational measures have been implemented to

managc the crisis, both individually (contagion or isolation management) and collectively. These measures have proved to.be

perfectly compatible with the continuity of activity and business, and we are in a position to cxtend them for as long as the-
authoritics require, without putting thc company's activity in a critical situation. ' .
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