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Strategic report '
The directors present their strategic report for the year ended 31 December 2019.
Business review

Objectives

The company manufactures and supplies impregnated composite materials. The company’s objective is to increase
profitability and meet the objectives of Solvay S.A. (‘Solvay’) whilst trading under its current company structure. In
pursuing this objective the company intends to maintain sound financial management and avoid excessive risks.

Key business strategies

In pursuit of its objectives the company has a number of key business strategies which have been successfully
implemented over recent years.

We aim to increase sales by increasing product ranges with existing customers, increasing market share within our key
markets and by delivering technology and products beyond our customers’ imagination. We plan to-improve our gross
margin by fully leveraging the benefits of cross-business collaboration within Solvay.

Principal risks and uncertainties
The key risk areas of the company are:
s customer pricing affecting sales and gross margin;
¢ loss of key customer accounts;
e volatility in commodity prices;
e foreign exchange risk; and
¢ The effect of the UK leaving the EU.
e Covid-19
The company seeks to manage as far as possible the key risks that it faces.

Customer pricing is under constant review and is managed by our sales team. Excellent customer service and product
quality as well as strong customer relations will continue to mitigate pricing pressures.

The customer base has expanded in recent years, reducing the financial risks faced by the loss of a customer account.
The buying power of the Solvay group reduces the adverse impact of movements in commodity prices.

Foreign exchange risk is managed by the group treasury function, through utilisling group banking facilities and
internal bank accounts.

The UK companies in the group have made plans and taken actions wherever possible to minimise the risk associated
with the UK’s exit from the EU. We will continue to monitor the risks and opportunities involved with UK leaving the
EU and the company will mitigate this through the Solvay group where possible.

Since 31 December 2019, the spread of COVID-19 has severely impacted many local economies around the globe, In
many countries, businesses are being forced to cease or limit operations for long or indefinite periods of time. Measures
taken to contain the spread of the virus, including travel bans, quarantines, social distancing, and closures of non-
essential services have triggered significant disruptions to businesses worldwide, resulting in an economic slowdown.
Global stock markets have also experienced great volatility and a significant weakening. Governments and central banks
have responded with monetary and fiscal interventions to stabilise economic conditions.

The Company has determined that these events are non-adjusting events. Accordingly, the financial position and results
of operations as of and for the year ended 31 December 2019 have not been adjusted to reflect their impact. The
duration and impact of the COVID-19 pandemic, as well as the effectiveness of government and central bank responses,
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remains unclear at this time. It is not possible to reliably estimate the duration and séverity of these consequences, as
well as their impact on the financial position and results of the Company for future periods.

Research and development

The directors consider that the future of the Company depends upon the technical superiority of its products and service
and they are committed to enhancing this superiority by continuing programmes of research and development.

Itis company policy to take a prudent view of expenditure incurred on research programmes, all of which is written off
in the year in which it is incurred, except to the extent that expenditure is recoverable from grant funding or to the extent
the expenditure meets the definition*f ‘development’ expenditure and is then capitalised.

Key performance indicators

The Company uses a number of financial measures to monitor progress against strategies and corporate objectives.
These are summarised below:

2019 2018

£000 £000
Turnover ’ 52,330 58,461
Gross profit 11,472 13,742
Gross profit % (gross profit/turnover) 21.9% 23.5%
Operating loss (3,664) (3,155)
Working capital 10,253 12,783

Turnover decreased by 10.5% through a change in the mix of customers both old and new. Production levels wete at a
company high. The decrease in gross profit percentage reflects the reduced product sales prices achieved in the cuirent
market. The operating loss reflects the reduction in gross margin but still maintaining a similar operating structure and
similar levels of group recharge of costs. Working capital levels are monitored regularly and have reduced during the
year.

Directors' statement of compliance with duty to promote the success of the Company

This section describes how the directors have had regard to the matters set out in section 172(1)(a) to (f) of the
Companies Act 2006 in exercising their duty to promote the success of the Company for the benefit of its members asa
whole.

Our Stakeholders
The directors consider that the Company’s key stakeholders are its customers, suppliers, workforce and shareholders.

The Board seeks to understand the respective interest of such stakeholder groups so that these may be properly
considered in the Board's decisions. We do this through various means including direct engagement by Board
members, and by receiving reports and updates from members of senior management who engage with such groups.

Having regard to the likely consequences of any decision in the long term
The Board is mindful that its strategic decisions can have long term implications for the business and its
stakeholders, and these implications are carefully assessed.

The most significant recent example of this is the decision, stemming from the adverse effects of Covid-19 on the
composite materials market, to restructure operations to more closely align with current demand schedules whilst
protecting the longer term ability to meet customer requirements.
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Strategic report (continued)

Having regard to the interests of the Company's employeas
The Board takes active steps to ensure that the suggestions, views and interests of the workforce are captured and
considered in our decision making.

The Group has a number of effective workforce engagement mechanisms inplace :-

Employees are kept informed of performance and strategy through biannual town hall presentations from members of
the semor management.

Employee engagement surveys are under taken twice a year by the Solvay Group, covermg the majority of
the workforce, and the results are analysed and reported to the Board who look to promote actions in response to the
survey results.

Having regard to the need to foster the Company's business relationships with suppliers, customers and
others

Suppliers

The Board recognises the benefits of maintaining strong relationships with key raw material suppliers in the
composites industry. Members of the senior management hold regular discussions with representatives of those key
suppliers in which pertinent issues for both parties are discussed.

Customers

The interests of customers are always at the forefront of the Board's decision making processes. Members of the
senior management team, maintain regular contact with the Company’s larger customers and always
seeks to represent their interests in Board level discussions. The Board receives regular updates from management
in respect of the views of other customers.

Having regard to the impact of the Company's operations on the community and the environment

The Board supports the Company’s goals and initiatives with regard to reducing adverse impacts on the
environment and supporting the communities that ittouches. Compliance with all legislation intended to protect people,
property and the environment is a fundamental priority of the Solvay group and the Board fully supports this.
Management lead by example and allocate the required resources to achieve excellence in HSE performance.

The Company always seeks to be a good neighbour to the communities in which it operates, and engages positively with
community representatives when called uponto do so.

Having regard to the desirability of the Company maintaining a reputation for Iu’gh standards of
business conduct

The Board recognises the importance of operating a robust corporate governance framework. Part of the
Board’s remit is to monitor the Group's compliance to high standards ofbusiness conduct.

The Board encourages all employees to display a professional attitude to all business dealings, both with
colleagues and with external parties and operates the Solvay Code of Conduct, which all employees are expected to
comply with.

Having regard fo the need to act fairly as between members of the Company

After weighing up all relevant factors, the Directors consider which course of action best enables delivery of the
Company'’s strategy through the long term, taking into consideration the impact on stakeholders and the need to ensure
the long term sustainability of the Company. The Directors, in doing so, act as fairly as possible between the Company’s
members. Decisions on capital expenditure, R&D and the defined benefit pension plan taken during the course of the
year, were all carefully considered against this backdrop.
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Future prospects

In 2020, trading levels suffered with a downturn in revenues and production following the Covid-19 outbreak.
Despite this, the company has managed to continue to trade and manufacture through excellent health and safety
measures and access to government support through the job retention scheme. Although the business is currently
loss making, the board and the Solvay group believe that, despite the slow recovery, the business will slowly recover
and prosper, until its transfer of trade and assets to Cytec Engineered Materials Ltd. Following the transfer the
company will then become dormant. a

Environmental policy
The Company is committed to adopting a responsible approach to environmental matters.

The management of the Company seeks to minimise any adverse impact on the environment from all aspects of the
Company’s operations by means of environmentally sound disciplines, which take practical steps to control
effectively or eliminate any known pollution risks, without. entailing excessive cost. Specifically, methods of
minimising the environmental costs of disposal of waste, the recycling of wood, the re-use of cardboard and paper
products, and the reduction of energy consumption.

Post Balance Sheet Events

" Under the Solvay group’s direction, the UK management are working to reduce the number of legal entities. The
decision has been made, therefore, to transfer the Cytec Industrial Materials (Derby) Ltd (“CIM”) manufacturing
business over to its parent company, Cytec Engineered Materials, through the hive up of its assets and liabilities.
This event will take place on the 1¥ May 2021, at which point CIM will become a dormant company.

Since 31 December 2019, the spread of COVID-19 has severely impacted many local economies around the globe.
In many countries, businesses are being forced to cease or limit operations for long or indefinite periods of time.
Measures taken to contain the spread of the virus, including travel bans, quarantines, social distancing, and closures
of non-essential services have triggered significant disruptions to businesses worldwide, resulting in an economic
slowdown. Global stock markets have also experienced great volatility and a significant weakening. Governments
and central banks have responded with monetary and fiscal interventions to stabilise economic conditions.

The Company has determined that these events are non-adjusting events. Accofding-ly, the financial position and
results of operations as of and for the year ended 31 December 2019 have not been adjusted to reflect their impact.
The duration and impact of the COVID-19 pandemic, as well as the effectiveness of government and central bank
responses, remains unclear at this time. It is not possible to reliably estimate the duration and severity of these
consequences, as well as their impact on the financial position and results of the Company for future periods.

Approved by the board of directors and signed on its behalf by

an Norris . Composites House, Sinclair Close
Director Heanor Gate Industrial Estate
25" March 2021 Heanor
Derbyshire

DE75 7SP




DocuSign Envelope ID: OF953BD5-4E77-48DF-SE44-BF9852410E0F

Cytec Industrial Materials (Derby) Limited
Annual report and financial statements
For the year ended 31 December 2019

Directors’ report
The directors present their annual report and the audited financial statements for the year ended 31 December 2019.

Principal activities

The principal activities of the Company comprise the manufactures and supply of impregnated composite materials.

Going Concern

As part of the Solvay group’s intention to reduce the number of legal entities in the UK, the decision was taken by management
in early 2021 to transfer the trade and assets of the Company to its intermediate parent company, Cytec Engincered Materials
Limited (‘CEM’), as of | May 2021. The company will continue to trade up until this date, following which all existing trade will
be transferred to CEM. The transfer of trade and assets will take place at net book value. Up until the date of transfer, the
Company will continue to be supported by the ultimate parent company, Solvay SA, and has obtained a letter of support
confirming their intention to pxovndc any necessary financial support. The directors have sought assurances from Solvay SA that
they have the ability to provide any required financial support.

As a result of the intention to cease trading within this legal entity, the directors have prepared the financial
statements on the basis other than that of a going concern. No adjustments arose as a result of preparing the accounts
on a basis other than that of a going concern.

Results and dividend

Loss for the year to 31 December 2019 was £6,575,000 (2078 £2,560,000). During the year and up to the date of
this report, dividends of £nil (20/8: £1,000,000) was proposed and paid.

Research and development

During the period £2,235,000 (20/8: £2,204,000) was expended on research and development programmes by the
Company.

Risk management and future developments

Details of risk management and future developments are discussed in the Strategic Report on page 1 and 2 and form
part of this report by cross reference.

Directors .

The directors who held office during the year and at the date of this report are as follows:

DS Clears (resigned 28" February 2021)
SM Glennon (resigned 30™ June 2020)

JD Notris

Employees

The Company seeks to ensure that all employees, job applicants and prospective job applicants, are afforded
equality of job opportunity in all areas of employment.

The Health & Safety Policy fully recognises the Company’s responsibility for the health and safety of employees
and members of the community in which they work.

The Company places considerable value on the involvement of its employees and has continued its practice of
keeping them informed of matters affecting them as employees, and on various matters affecting the performance of
the company and Solvay group.

Subsequent Events

The subsequent events have been set out within the strategic report and form part of this report by cross reference.
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Disclosure of information to auditor

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 auditor is unaware; 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
establish that the company’s auditor is aware of that information.

This confirmation is given and should be interpreted in accordance with the provisions of S418 of the Companies
Act 2006. ' .

Auditor

Pursuant to section 487 of the Companies Act 2006, the auditor will'be deemed to be reappoirited and Deloitte LLP
will therefore continue in office. v '

Approved by the board of directors and signed on their behalf

Composites House, Sinclair Close

Director Heanor Gate Industrial Estate
25" March 2021 Heanor
Derbyshire
DE75 7SP
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Directors’ responsibilities statement

The directors are 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 prepare financial statements for each financial year. Under that law they
have elected to prepare the financial statements in accordance with UK Generally Accepted Accounting Practice
(UK Accounting Standards and applicable law), including FRS 101 Reduced Disclosure Framework.

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

. select suitable accounting policies and then apply them consistently;
» " make judgements and estimates that are reasonable and prudent ;

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

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

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain the
company’s transactions and disclose with reasonable accuracy at any time the financial position of the company and
enable them to ensure that the financial statements comply with the Companies Act 2006. They have general
responsibility for taking such steps as are reasonably open to them to safeguard the assets of the company and to
prevent and detect fraud and other irregularities.
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Independent auditor’s report to the members of Cytec Industrial Materials (Derby)
Limited

Report on the audit of the financial statements

Opinion
In our opinion the financial statements of Cytec Industrial Materials (Derby) Limited (the ‘company’):
e give atrue and fair view of the state of the company’s affairs as at 31 December 2019 and of its loss for the
year then ended; :
s have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Practice,
including Financial Reporting Standard 101 “Reduced Disclosure Framework”; and
» have been prepared in accordance with the requirements of the Companies Act 2006.

We have audited the financial statements which comprise:
e statement of total comprehensive income;
e the balance sheet;
e the statement of changes in equity; and
e the related notes 1 to 23.

The financial reporting framework that has been applied in their preparation is applicable law and United Kingdom
Accounting Standards, including Financial Reporting Standard 101 “Reduced Disclosure Framework” (United
Kingdom Generally Accepted Accounting Practice).

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (ISAs (UK)) and applicable
law. Our responsibilities under those standards are further described in the auditor's responsibilities for the audit of
the financial statements section of our report.

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 Financial Reporting Council’s (the ‘FRC’s’) Ethical Standard, and we
have fulfilled our other ethical 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 — Financial statements prepared other than on a going concern basis

We draw attention to note 1 in the financial statements, which indicates that the financial statements have been
prepared on a basis other than that of a going concern. Our opinion is not modified in respect of this matter.

Other information

The directors are responsible for the other information. The other information comprises the information included in
the annual report, other than the financial statements and our auditor’s report thereon. Our opinion on the financial
statements does not cover the other information and, except to the extent otherwise explicitly stated in our report, we
do not express any form of assurance conclusion thereon. :
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Independent auditor’s report to the members of Cytec Industrial Materials (Derby)
Limited (continued)

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 such material
inconsistencies or apparent material misstatements, we are required to determine whether there is a material
misstatement in 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 required to
report that fact.

We have nothing to report 'm respect of these matters,

Responsxblhtles of directors

As explained more fully in the directors’ responsibilities statement, the directors are responsible 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 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/auditorsresponsibilities. This description forms part of our auditor’s report.

Report on other legal and regulatory requirements

Opinions on other matters prescribed by the Companies Act 2006

In our opinion, based on the work undertaken in the course 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 the directors’ report have been prepared in accordance with' applicable legal
requirements.

In the light of the knowledge and understanding of the company and its environment obtained in the course of the
audit, we have not identified any material misstatements in the strategic report or the directors’ report.

Matters on which we are required to report by exception
Under the Companies Act 2006 we are required to report in respect of the following matters 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
o the financial statements are not in agreement with the accounting records and returns; or
certain disclosures of directors’ remuneration specified by law are not made; or
e we have not received all the information and explanations we require for our audit.
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Independent auditor’s report to the members of Cytec Industrial Materials (Derby)
Limited (continued)

We have nothing to report in respect of these matters.

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.

\

DocuSigned by:
Emre Saka

Emre §a?€§°{§%’.ﬁ%r Statutory Auditor)
for and on behalf of Deloitte LLP
Statutory Auditor
Birmingham,
United Kingdom
25 march 2021 | 18:12:00 GMT
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Statement of total comprehensive income

Sor the year ended 31 December 2019

Turnover

Cost of sales

Gross profit

-Administrative expenses

Operating loss

Income from shares in group undertakings
Interest receivable and similar income
Interest payable and similar expenses
Impairment in investment

Loss before taxation

Tax on loss

Loss for the financial year

Other comprehensive (expense)/income

Items that will not be reclassified to profit or loss:

- Remeasurements of defined benefit liability

Cytec Industrial Materials (Derby) Limited
Annual report and financial statements
For the year ended 31 December 2019

Return on scheme asscts greater/(less than) than discount rate
Deferred tax arising on gains in the pension scheme

Other comprehensive income for the year, net of income tax

Total comprehensive expense for the year

All of the activities of the company are classified as continuing.

The notes on pages 14 to 32 form part of these financial statements

3

Note 2019 2018
£000 £000

2 52,330 58,461
(40,858) (44,719)

11,472 13,742
S(15,136) . -(16,897)

(3,664) (3,155)

- 553

43 28

6 (84) 27
11 (3,249) -
(6,954) (2,601)

7 379 41
(6,575) (2,560)

16 (1,778) 2,435
16 2,379 (1,532)
15 (323) (154)
278 749
(6,297) (1,811)
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Balance sheet

as at 31 December 2019
Note 2019 2018
£000 £000 £000 £000,
Fixed assets i
Tangible assets 8 16,599 17,127
Right of use assets ) 9 442 -
Intangible assets 10 1,754 -
Investments o - : 3,249
. . 18,795 20,376
Current assets
Stocks . . : . A2 9,104 X 11,000 s
Debtors 13 10,384 12,431
19,488 23,431
Creditors: amounts falling due within one year 14 (15,402) (14,318)
Net current assets 4,086 ‘ 9,113
Total assets less current liabilities 22,881 29,489
Creditors: amounts falling due within one year 15 (263) 13
Provisions for liabilities
Deferred tax liability 16 (1,685) (1,619)
Pension asset 17 2,076 1,436
391 (183)
Net assets 23,009 29,306
Capital and reserves
Called up share capital 18 . 1,209 . 1,209
Profit and loss account ] 21,800 28,097

Shareholders’ funds 23,009 29,306

The notes on pages 14 to 32 form part of these financial statements.

These financial statements were approved by the board of directors on 25" March 2021 and were signed on its
behalf by: '

Jonathan Norris
Director

Company registered number: 02264869
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Statement of changes in equity
for the year ended 31" December 2019

Balance at | January 2018

Total comprehensive expense for the year
Loss for the financial year

‘Other comprehensive income

Remeasurements of defined benefit liability

Return on scheme assets less than discount rate
Deferred tax arising on gains in the pension scheme

Total comprehensive expense for the year

Dividend paid

Note

17
17
16

Total transactions with owners recognised directly in equity

Balance at 31 December 2018

Balance at | January 2019

Total comprehensive expense for the year
Loss for the financial year

Other comprehensive(expense)

Remeasurements of defined benefit liability/asset
Return on scheme assets greater than discount rate
Deferred tax arising on losses in the pension scheme

Total comprehensive expense for the year

Balance at 31 December 2019

17
17
16

Cytec Industrial Materials (Derby) Limited
Annual report and financial statements
For the year ended 31 December 2019

Called up Profit and

share capital loss account Total equity
£000 £000 £000
1,209 30,908 32,117

- (2,560) (2,560)

. 2,435 2,435.

- (1,532) (1,532)

- (154) (154)

- (1,811) (1,811)

- (1,000) (1,000)

- (1,000) (1,000)

1,209 28,097 29,306

Called up Profit and

share capital loss account Total equity
£000 £000 £000
1,209 28,097 29,306

(6,575) (6,575)

- (1,778) 1,778)

- 2,379) 2,379

- (323) (323)

- (6,297) (6,297)

1,209 21,800 23,009

13
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Notes (forming part of the financial statements)

1 Accounting policies

Cytec Industrial Materials (Derby) Limited (the “Company™) is a private company limited by shares incorporated
and registered in the United Kingdom (England and Wales) under the Companies Act 2006. Its registered address is
Composites House, Sinclair Close, Heanor, Derbyshire, DE75 7SP.

The principal activities of the company are that of manufacture and supply of impregnated composite materials, the
manufacture of composite tooling and components and the supply of tooling block and ancillary materials.

The Company is exempt by virtue of s400 of the Companies Act 2006 from the requirement to prepare group
financial statements. These revised financial statements present information about the Company as an individual
undertaking and not about its group.

These financial statements were prepared in accordance with Financial Reporting Standard 101 Reduced Disclosure
Framework (“FRS 101"). ’

In preparing these financial statements, the Company applies the recognition, measurement and disclosure
requirements of International Financial Reporting Standards as adopted by the EU (“Adopted IFRSs”), but makes
amendments where necessary in order to comply with Companies Act 2006 and has set out below where advantage
of the FRS 101 disclosure exemptions has been taken.

The Company’s ultimate parent undertaking, Solvay S.A. includes the Company in its consolidated financial
statements. The consolidated financial statements of Solvay S.A. are prepared in accordance with Adopted 1FRSs
and are available to the public and may be obtained from www.solvay.com or Solvay SA, rue de Ransbeck 310, B-
1120, Brussels.

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

e a Cash Flow Statement and related notes;

¢  Comparative period reconciliations for tangible fixed assets;

o Disclosures in respect of transactions with wholly owned subsidiaries;

e Disclosures in respect of capital management;

¢ The effects of new but not yet effective IFRSs;

e Disclosures in respect of the compensation of Key Management Personnel; and

e Disclosures of transactions with a management entity that provides key management personnel services to the
company.

As the consolidated financial statements of Solvay S.A. include the equivalent disclosures, the Company has also
taken the exemptions under FRS 101 available in respect of the following disclosures:

o IFRS 2 Share Based Payments in respect of group settled share based payments; and

e  Certain disclosures required by IFRS 13 Fair Value Measurement and the disclosures required by IFRS 7
Financial Instrument Disclosures.

e  Certain disclosures required by IFRS 15 Revenue from Contracts.

The Company proposes to continue to adopt the reduced disclosure framework of FRS 101 in its next financial
statements.

The accounting policies set out below have, unless otherwise stated, been applied consistently to all periods
presented in these revised financial statements.

Judgements made by the directors, in the application of these accounting policies that have significant effect on the
revised financial statements and estimates with a significant risk of material adjustment in the next year are
discussed in note 21,
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1 Accounting policies (continued)

Adoption of new and revised Standards

Amendments to IFRSs and the new Interpretation that are mandatorily effective for the current year

In the current year, the Company has ap;.)lied a number of amendments to lFRSs'issued by the International
Accounting Standards Board (IASB). Their adoption has not had any material impact on the disclosures or on the
amounts reported in these financial statements. ‘

The following have been applied for the first time from 1 January 2019 and have had an effect on the financial
statements:

IFRS 16 : .

In the current year, the Company has applied IFRS 16 Leases (as issued by the IASB in January 2016) that is
effective for annual periods that begin on or after 1 January 2019. IFRS 16 introduces new or amended requirements
with respect to lease accounting. 1t introduces significant changes to lessee accounting by removing the distinction
between operating and finance lease and requiring the recognition of a right-of-use asset and a lease liability at
commencement for all leases, except for short-term leases and leases of low value assets when such recognition
exemptions are adopted. In contrast to lessee accounting, the requirements for lessor accounting have remained
largely unchanged. Details of these new requirements are described in Note 3.

The date of initial application of IFRS 16 for the Company is 1 January 2019. The Company has applied IFRS 16
using the cumulative catch-up approach which:

+ Requires the Group to recognise the cumulative effect of initially applying IFRS 16 as an adjustment to the
opening balance of retained earnings at the date of initial application.

* Does not permit restatement of comparatives, which continue to be presented under IAS 17 and IFRIC 4.

The Company has made use of the practical expedient available on transition to IFRS 16 not to reassess whether a
contract is or contains a lease. Accordingly, the definition of a lease in accordance with IAS 17 and IFRIC 4 will
continue to be applied to those leases entered or changed before 1 January 2019. The change in definition of a lease
mainly relates to the concept of control. IFRS 16 determines whether a contract contains a lease on the basis of
whether the customer has the right to control the use of an identified asset for a period of time in exchange for
consideration. This is in contrast to the focus on ‘risks and rewards’ in IAS 17 and IFRIC 4. The Group applies the
definition of a lease and related guidance set out in IFRS 16 to all lease contracts entered into or changed on or after
1 January 2019 (whether it is a lessor or a lessee in the lease contract). In preparation for the first-time application of
IFRS 16, the Group has carried out an implementation project. The project has shown that the new definition in
IFRS 16 will not significantly change the scope of contracts that meet the definition of a lease for the Group.

IFRS 16 changes how the Company accounts for leases previously classified as operating leases under IAS 17,
which were off balance sheet. Applying IFRS 16, for all leases (except as noted below), the Company: a)
Recognises right-of-use assets and lease liabilities in the statement of financial position, initially measured at the
present value of the future lease payments, with the right-of-use asset adjusted by the amount of any prepaid or
accrued lease payments in accordance with IFRS 16:C8(b)(ii) b) Recognises depreciation of right-of-use assets and
interest on lease liabilities in the statement of profit or loss; c¢) Separates the total amount of cash paid into a
principal portion (presented within financing activities) and interest (presented within financing activities) in the
statement of cash flows. Lease incentives (e.g. rent free period) are recognised as part of the measurement of the
right-of-use assets and lease liabilities whereas under 1AS 17 they resulted in the recognition of a lease incentive,
amortised as a reduction of rental expenses on a straight line basis. Under IFRS 16, right-of-use assets are tested for
impairment in accordance with IAS 36. For short-term leases (lease term of 12 months or less) and leases of low-
value assets {(which includes.tablets and personal computers, small items of office furniture and telephones), the
Company has opted to recognise a lease expense on a straight-line basis as permitted by IFRS 16. This expense is
presented within ‘other expenses’ in profit or loss.
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Leases

Definition

A lease is a contract, or a part of a contract, that conveys the right to use an asset or a physically distinct part of an
asset (“the underlying asset”) for a period of time in exchange for consideration. Further, the contract must convey
the right to the company to control the asset or a physically distinct portion thereof. A contract is deemed to convey
the right to control the underlying asset if, throughout the period of use, the company has the right to:

- Obtain substantially all the economic benefits from the use of the underlying asset, and;
- Direct the use of the underlying asset (ég direct how and for what purpose the asset is used)

Initial recognition and measurement

The company initially recognises a lease liability for the obligation to make lease payments and a nght -of-use asset
for the right to use the underlying asset for the lease term.

The lease liability is measured at the present value of the lease payments to be made over the lease term. The lease
payments include fixed payments, purchase options at exercise price (where payment is reasonably certain),
expected amount of residual value guarantees, termination option penalties (where payment is considered reasonably
certain) and variable lease payments that depend on an index or rate.

The right-of-use asset is initially measured at the amount of the lease liability, adjusted for lease prepaymems lease
incentives received, the company’s initial direct costs (e.g., commissions) and an estimate of restoration, removal
and dismantling costs.

Subsequent measurement

After the commencement date, the company measures the lease liability by:

(a) Increasing the carrying amount to reflect interest on the lease liability;

(b) Reducing the carrying amount to reflect the lease payments made; and

(c) Re-measuring the carrying amount to reflect any reassessment or lease modifications or to reflect revised in
substance fixed lease payments or on the occurrence of other specific events.

Interest on the lease liability in each period during the lease term is the amount that produces a constant periodic rate
of interest on the remaining balance of the lease liability. Interest charges are included in finance cost in the income
statement, unless the costs are included in the carrying amount of another asset applying other applicable standards.
Variable lease payments not included in the measurement of the lease liability, are included in operating expenses in
the period in which the event or condition that triggers them arises.

The related right-of-use asset is accounted for using the Cost model in 1AS 16 and depreciated and chalged in
accordance with the depreciation requirements of IAS 16 Property, Plant and Equipment as disclosed in the
accounting policy for Property, Plant and Equipment. Adjustments are made to the carrying value of the right of use
asset where the lease liability is re-measured in accordance with the above. Right of use assets are tested for
impairment in accordance with IAS 36 Impairment of assets as disclosed in the accounting policy in impairment.

Lease modifications

If a lease is modified, thé modified contract is evaluated to determine whether it is or contains a lease. If a lease
continues to exist, the lease modification will result in either a separate lease or a change in the accounting for the
existing lease.

The modification is accounted for as a separate lease if both:

(a) The modification increases the scope of the lease by adding the right to use one or more underlying assets; and
(b) The consideration for the lease increases by an amount commensurate with the stand-alone price for the increase
in scope and any appropriate adjustments to that stand-alone price to reflect the circumstances of the particular
contract.

If both of these conditions are met, the lease modification results in two separate leases, the unmodified original
lease and a separate lease. The company then accounts for these in line with the accounting policy for new leases.

If either of the conditions are not met, the modified lease is not accounted for as a separate lease and the
consideration is allocated to the contract and the lease liability is re-measured using the lease term of the modified
lease and the discount rate as determined at the effective date of the modification.

For a modification that fully or partially decreases the scope of the lease (e.g., reduces the square footage of leased
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space), IFRS 16 requires a lessee to decrease the carrying amount of the right-of-use asset to reflect partial or full
termination of the lease. Any difference between those adjustments is recognised in plOﬁt or loss at the effective
date of the modification.

For all other lease modifications which are not accounted for as a separate lease, [FRS 16 requires the lessee to
recognise the amount of the re-measurement of the lease liability as an adjustment to the corresponding right-of-use
asset without affecting profit or loss. v

Short term and low value leases

. The company has made .an accounting policy election, by class of underlying asset, not to recognise lease assets and
lease liabilities'for leases with a lease term of 12 months or less (i.e., short-term leases).
The company has made an accounting policy election on a Jease- by lease basis, not to recognise lease assets on
leases for which the underlying asset is of low value.
Lease payments on short term and low value leases are accounted for on a straight line bases over the term of the
lease or other systematic basis if considered more appropriate. Short term and low value lease payments are included
in operating expenses in the income statements.

Sub leases

If an underlying asset is re-leased by the company to a third party and the company retains the primary obligation
under the original lease, the transaction is deemed to be a sublease. The company continues to account for the
original lease (the head lease) as a lessee and accounts for the sublease as a lessor (intermediate lessor). When the
head lease is a short term lease, the sublease is classified as an operating lease. Otherwise, the sublease is classified
using the classification criteria applicable to Lessor Accounting in IFRS 16 by reference to the right-of-use asset in
the head lease (and not the underlying asset of the head lease).

After classification lessor accounting is applied to the sublease. No sub leases currently exist.

1.1, Measurement convention
The financial statements are prepared on the historical cost basis.

1.2, Going concern

As part of the Solvay group’s intention to reduce the number of legal entities in the UK, the decision was taken by
management in early 2021 to transfer the trade and assets of the Company to its intermediate parent company, Cytec
Engineered Materials Limited (*CEM”), as of 1 May 2021. The company will continue to trade up until this date,
following which all existing trade will be transferred to CEM. The transfer of trade and assets will take place at net
book value. Up until the date of transfer, the Company will continue to be supported by the ultimate parent
company, Solvay SA, and has obtained a letter of support confirming their intention to provide any necessary
financial support. The directors have sought assurances from Solvay SA that they have the ability to provide any
required financial support.

As a result of the intention to cease trading within this legal entity, the directors have prepared the financial
statements on the basis other than that of a going concern. No adjustments arose as a result of preparing the accounts
on a basis other than that of a going concern.

1.3. Foreign currency

Transactions in foreign cuirencies are translated to the Company’s functional currency (GBP)at the foreign
exchange rate ruling at the date of the transaction. Monetary assets and liabilities denominated in foreign currencies
at the balance sheet date are retranslated to the functional currency at the foreign exchange rate ruling at that date.
Non-monetary assets and liabilities that are measured in terms of historical cost in a foreign currency are translated
using the exchange rate at the date of the transaction. Foreign exchange differences arising on translation are
recognised in the profit and loss account.

1.4, Classification of financial instruments issued by the Company

Financial instruments issued by the Company are treated as equity only to the extent that they meet the following
two conditions:
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(a) they include no contractual obligations upon the company to deliver cash or other financial assets or to
exchange financial assets or financial liabilities with another party under conditions that are potentially
unfavourable to the company; and

(b) where the instrument will or may be settled in the company’s own equity instruments, it is either a non-
derivative that includes no obligation to deliver a variable number of the company’s own equity
instruments or is a derivative that will be settled by the company’s exchanging a fixed amount of cash or
other financial assets for a fixed number of its own equity instruments.

To the extent that this definition is not met, the proceeds of issue are classified as a financial liability. Where the
instrument so classified takes the legal form of the company’s own shares, the amounts presented in these revised -
financial statements for called up share capital and share premium account exclude amounts in relation to those
shares.

LS. Non-derivative financial instruments

Non-derivative financial instruments comprise investments in equity and debt securities, trade and other debtors,
cash and cash equivalents, loans and borrowings, and trade and other creditors.

Trade and other deblors

Trade and other debtors are recognised initially at fair value. Subsequent to initial recognition they are measured at
amortised cost using the effective interest method, less any impairment losses in line with IFRS 9.

Trade and other creditors

Trade and other creditors are recognised initially at fair value. Subsequent to initial recognition they are measured
at amortised cost using the effective interest method.

Investinents in debt and equity securities
Investments in subsidiaries are carried at cost less impairment.
Interest-bearing borrowings

Interest-bearing borrowings are recognised initially at fair value less attributable transaction costs. Subsequent to
initial recognition, interest-bearing borrowings are stated at amortised cost using the effective interest method.

1.6 Intra-group financial instruments

~ Where the Company enters into financial guarantee contracts to guarantee the indebtedness of other companies
within its group, the company considers these to be insurance arrangements and accounts for them as such. In this
respect, the company treats the guarantee contract as a contingent liability until such time as it becomes probable
that the company will be required to make a payment under the guarantee. '

1.7. Tuangible fixed assets
Tangible fixed assets are stated at cost less accumulated depreciation and accumulated impairment losses.

Depreciation is charged to the profit and loss account on a straight-line basis over the estimated useful lives of each
- part of an item of tangible fixed assets. Land is not depreciated. The estimated annual depreciation rates as a
percentage of cost are as follows:

Freehold buildings 4.55%

Improvements to leasehold property Over the period of the lease
Plant and machinery 6.6%to 15%

Motor vehicles 25%

Computer equipment 20% to 33%

Assets under construction are separately disclosed in the assets note, however no depreciation is charged until they
are fully commissioned.
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Depreciation methods, useful lives and residual values are reviewed at each balance sheet date and any changes
treated as a change in accounting estimate.

1.8. Intangible fixed assets
Inangible fixed assets are stated at cost less accumulated depreciation and accumulated impairment losses.

Depreciation is charged to the profit and loss account on a straight-line basis over the estimated useful lives of each
part of an item of intangible fixed assets. The estimated annual depreciation rates as a percentage of cost are as
follows: '

Development costs . 20%

Assets under construction are separately disclosed in the assets note, however no depreciation is charged until they
are fully commissioned.

Depreciation methods, useful lives and residual values are reviewed at each balance sheet date and any changes
treated as a change in accounting estimate.

19.  Stocks

Stocks are stated at the lower of cost and net realisable value. Cost is based on the weighted average principle and
includes expenditure incurred in acquiring the stocks, production or conversion costs and other costs in bringing
them to their existing location and condition. In the case of manufactured stocks and work in progress, cost includes
an appropriate share of overheads based on normal operating capacity.

1.10.  Impairment excluding stocks and deferred tax assets
Financial assets (including trade and other debtors)

A financial asset not carried at fair value through profit or loss is assessed at each reporting date to determine
whether there is objective evidence that it is impaired. A financial asset is impaired if objective evidence indicates
that a loss event has occurred after the initial recognition of the asset, and that the loss event had a negative effect on
the estimated future cash flows of that asset that can be estimated reliably.

An impairment loss in respect of a financial asset measured at amortised cost is calculated as the difference between

its carrying amount and the present value of the estimated future cash flows discounted at the asset’s original

effective interest rate. For financial instruments measured at cost less impairment an impairment is calculated as the -
difference between its carrying amount and the best estimate of the amount that the Company would receive for the

asset if it were-to be sold at the reporting date. Interest on the impaired asset continues to be recognised through the

unwinding of the discount. When a subsequent event causes the amount of impairment loss to decrease, the decrease

in impairment loss is reversed through profit or loss.

Non-financial assets

The carrying amounts of the Company’s non-financial assets, other than stocks and deferred tax assets, are reviewed
at each reporting date to determine whether there is any indication of impairment. If any such indication exists, then
the asset’s recoverable amount is estimated. For goodwill, and intangible assets that have indefinite useful lives or
that are not yet available for use, the recoverable amount is estimated each year at the same time.

The recoverable amount of an asset or cash-generating unit is the greater of its value in use and its fair value less
costs to sell. In assessing value'in use, the estimated future cash flows are discounted to their present value using a
pre-tax discount rate that reflects current market assessments of the time value of money and the risks specific to the
asset. For the purpose of impairment testing, assets that cannot be tested individually are grouped together into the
smallest group of assets that generates cash inflows from continuing use that are largely independent of the cash
inflows of other assets or groups of assets (the “cash-generating unit™).

An impairment loss is recognised if the carrying amount of an asset or its CGU exceeds its estimated recoverable
amount. Impairment losses are recognised in profit or loss.
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In respect of other assets, impairment losses recognised in prior periods are assessed at each reporting date for any
indications that the loss has decreased or no longer exists. An impairment loss is reversed if there has been a change
in the estimates used to determine the recoverable amount. An impairment loss is reversed only to the extent that the
asset’s carrying amount does not exceed the carrying amount that would have been determined, net of depr ec1atlon
or amortisation, if no impairment loss had been recognised.

Investment in subsidiaries

Investments in subsidiaries are held at cost less accumulated impairment losses.
L1l Employee bengfits

Defined contribution plans

A defined contribution plan is a post-employment benefit plan under which the company pays fixed contributions
into a separate entity and will have no legal or constructive obligation to pay further amounts. Obligations for
contributions to defined contribution pension plans are recognised as an expense in the profit and loss account in the
periods during which services are rendered by employees.

Defined benefit plans

A defined benefit plan is a post-employment benefit plan other than a defined contribution plan. The Company’s net
obligation in respect of defined benefit pension plans is calculated by estimating the amount of future benefit that
employees have earned in return for their service in the current and prior periods; that benefit is discounted to
determine its present value, and the fair value of any plan assets (at bid price) are deducted. The Company
determines the net interest on the net defined benefit liability for the period by applying the discount rate used to
measure the defined benefit obligation at the beginning of the annual period to the net defined benefit liability.

The discount rate is the yield at the reporting date on bonds that have a credit rating of at least AA that have
maturity datés approximating the terms of the Company’s obligations and that are denominated in the currency in
which the benefits are expected to be paid.

Remeasurements arising from defined benefit plans comprise actuarial gains and losses, the return on plan assets
(excluding interest) and the effect of the asset ceiling (if any, excluding interest). The Company recognises them
immediately in other comprehensive income and all other expenses related to defined benefit plans in employee
benefit expenses in profit or loss.

The calculation of the defined benefit obligations is performed by a qualified actuary using the projected unit credit
method. When the calculation results in a benefit to the Company, the recognised asset is limited to the present value
of benefits available in the form of any future refunds from the plan or reductions in future contributions and takes
into account the adverse effect of any minimum funding requirements.

Share-based payment fransactions

Share-based payment arrangements in which the Company receives goods or services as consideration for its own
equity instruments are accounted for as equity-settled share-based payment transactions, regardless of how the equlty
instruments are obtained by the Company.

The grant date fair value of share-based payments awards granted to employees is recognised as an employee expense,
with a corresponding increase in equity, over the period in which the employees become unconditionally entitled to the
awards. The fair value of the awards granted is measured using an option valuation model, taking into account the
terms and conditions upon which the awards were granted. The amount recognised as an expense is adjusted to reflect
the actual number of awards for which the related service and non-market vesting conditions are expected to be met,
such that the amount ultimately recognised as an expense is based on the number of awards that do meet the related
service and non-market performance conditions at the vesting date. For share-based payment awards with non-vesting
conditions, the grant date fair value of the share-based payment is measured to reflect such conditions and there is no
true-up for differences between expected and actual outcomes.

Share-based payment transactions in which the Company receives goods or services by incurring a liability to
transfer cash or other assets that is based on the price of the Company’s equity instruments are accounted for as
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cash-settled share-based payments. The fair value of the amount payable to employees is recognised as an expense,
with a corresponding increase in liabilities, over the period in which the employees become unconditionally entitled
to payment. The liability is remeasured at each balance sheet date and at settlement date. Any changes in the fair
value of the liability are recognised as personnel expense in profit or loss.

Where the Company’s parent grants rights to its equity instruments to the Company’s employees, which are
accounted for as equity-settled in the consolidated accounts of the parent, the Company accounts for these share-
based payments as equity-settled. Amounts recharged by the parent are recognised as a recharge liability with a

. corresponding debit to equity.

112, Turnover

Turnover is recognised in the profit and loss account when goods are supplied to customers against orders received,
the significant risks and rewards of ownership have been transferred to the customer and the amount of turnover can
be measured reliably. Turnover excludes value added tax and other similar sales taxes. No turnover is recognised
where the recovery of the consideration is not probable. Turnover is stated after the deduction of discounts and
allowances and returns. The methodology and assumptions used to estimate rebates and returns are monitored and
adjusted in the light of contractual and legal obligations, historical trends, past experience and projected market
conditions.

1.13,  Expenditure and Income

Interest receivable and Interest payable

Interest income and interest payable is recognised in profit or loss as it accrues, using the effective interest method.
Dividends income

Dividend income is recognised in the profit and loss account on the date the entity’s right to receive payments is
established.

Dividends distribution

Dividend distributions to the company’s shareholders are recognised as a liability in the company’s financial
statements in the period in which dividends are approved by the company’s shareholders.

1.13. Taxation

Tax on the profit or loss for the year comprises current and deferred tax. Tax is recognised in the profit and loss
account except to the extent that it relates to items recognised directly in equity or other comprehensive income, in
which case it is recognised directly in equity or other comprehensive income.

Current tax is the expected tax payable or receivable on the taxable income or loss for the year, using tax rates
enacted or substantively 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 liabilities for financial
reporting purposes and the amounts used for taxation purposes. Temporary differences relating to investments in
subsidiaries to the extent that they will probably not reverse in the foreseeable future are not provided for. 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 date.

A deferred tax asset is recognised only to the extent that it is probable that future taxable profits will be available
against which the temporary difference can be utilised.
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2 Turnover

All turnover is generated from the sale of goods in relation to the principal activity of the Company.

2019 2018
£000 £000
Geographical split of turnover is as follows: .
United Kingdom 19,122 19,088
Rest of Europe : ' 25,226 - 31,701
North Ametica 5,559 2,352
Rest of the world 2,423 5,320
52,330 58,461
3 Operating profit before taxation .
Included in operating profit are the following:
2019 2018
£000 £000
Research and development expensed as incurred 2,235 2,204
Depreciation of tangible fixed assets 1,628 1,568 -
Depreciation of right of use assets 196 -
Operaling lease rentals ‘ - 287
Lease interest 14 -
Foreign exchange loss/(profit) 8 24)
Cost of stock recognised as an expense 28,873 . 32,841
Impairment of stock recognised as an expense 645 500
Loss/(Profit) on disposal of fixed assets : 12 (217
Auditor’s remuneration:
2019 2018
£000 £000

Audit of these financial statements 48 48

No non-audit services were provided in the current or prior year
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4 Staff numbels and costs

The average numbex of persons employed by the Company (including directors) during the year, analysed by

category, was as follows: ' ‘
. Number of employces

2019 2018
Production 136 140
Non-production and administration 100 : 87
. 236 227
The aggregate payroll costs of these persons were as follows:
: 2019 2018
£000 £000
Wages and salaries 10,576 9,880
Social security costs 1,120 1,082
Contributions to defined contribution plans . 709 631
Share based payments (note 16) 72 29
12,477 11,622
5 Directors’ remuneration
2019 2018
£000 £000
Directors’ remuneration 607 499
Company contributions to money purchase pension plans 43 47

= ~The aggregate of remuneration of the highest paid duector ‘was £285,000 (2018 £221,000), and. company pensmn ;
contributions of £33,000 (20/8: £32,000} were made to a money purchase scheme on his behalf. -

Number of directors

2019 i 2018
Retirement benefits are accruing to the following number of directors under:
Money purchase schemes 3 3
6 Interest payable and similar expenses
2019 2018
£000 £000
Net interest on bank overdraft 70 27
Lease interest 14 -
Total interest payable/(reccivable) and similar expenses 84 27
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7 Taxation
Recognised in the profit and loss account
2019 2018 v
£000 £000 : £000 £000

UK corporation tax

Current tax charge on income for the year (491) (132)

Adjustments in respect of prior periods 369 -

Total current tax o . (22) (132)

Deferved tax (see note 15)
Origination and reversal of temporary differences 257) 91
Reduction in tax rate -
Adjustment in respect of prior periods -

Total deferred tax . (257) 91
Tax on loss on ordinary activities 379) 41)

1

Income tax recognised in other comprehensive income

2019 2018
£000 £000
Remeasurements of defined benefit liability " 323 154

Reconciliation of effective tax rate
Corporation tax is calculated at 19% (2018: 19%) of the estimated taxable profit for the year.

The charge for the year can be reconciled to the statement of profit and loss account and other comprehensive income as follows:

2019 2018
) _ . e e ... _%000  £000
Loss on before taxation (6,953) (2,601)
Loss for the year multiplied by standard rate of corporation tax in the UK of 19% (2018: i
19%) (1,321) 494)
Effects of:
Non-deductible expenses ' 573 453
Under provided in prior years 369 « ) -
Total tax income 379) , (41)
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7 Taxation (continued)

Changes to the UK corporation tax rates were substantively enacted as part of Finance Bill 2016 ( on 6 September 2016). These

include reductions to the main rate, to reduce the rate to 17% froin 1 April 2020. Deferred taxes at the balance sheet date have
been measured using these enacted rates and reflected in these financial statements. In November 2019, the Prime Minister

announced that he intended to cancel the future reduction in corporate {ax rates from 19% to 17%. This announcement does not

constitute substantive enactment and therefore deferred taxes at the balance sheet date continue to be measured at the enacted tax
rate of 17%.
8 Tangible fixed assets '
: Freehold land Leasehold Motor vehicles, Computer Assets under
and buildings improvements Plant and machinery equipment Construction Total
£000 £000 £000 £000 £000 £000
Cost
Balance at | January 2019 10,192 267 17,379 200 - 28,038
Disclosure Adjustment - - (3,180) 4 3,184 -
Transfer to Intangible fixed - - - - (613) (613)
assets ’
Additions 8 - 978 33 657 1,676
Disposals - - (54) - - (54)
Balance at 31 December 2019 10,200 267 15,123 229 3,228 29,047
Depreciation
Balance at 1 January 2019 2,828 219 7,710 154 - 10,911
Depreciation charge for the year 559 16 993 B - 1,579
Disposals - - 42) ‘ - - 42)
Balance at 31 December 2019 3,387 235 8,661 165 - 12,448
Net book value
At 31 December 2018 7,364 48 9,669 46 - 17,127
At 31 December 2019 6,813 32 6,462 64 3,228 16,599

Included in the cost of tangit?lre fixed assets is £110,000 (2018: £110,000) in respect of capitalised finance costs.

9 Right of use assets
* Plant and Motor
Buildings - Equipment vehicles Total
£000 £000 £000 £000

Cost
Additions 106 206 326 638
Balance at 31 December 2019 106 206 326 638
Depreciation
Depreciation charge for the year 39 44 113 196
Batance at 31 December 2019 39 44 113 196
Net book value
At 31 December 2019 67 162 213 442
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10 Intangible fixed assets

Development
"Costs Under  Development

Construction Costs Total
£000 - £000 £000

Cost
Transfer from tangible fixed assets 613 - 613
Additions ,905 285 1,190
Balance at 31 December 2019 1,518 285 1,803
Depreciation
Depreciation charge for the year - 49 49
Balance at 31 December 2019 - 49 49
Net book value
At 31 December 2019 . 1,518 236 1,754

Development costs have been capitalised in accordance with 1AS38 Infangible Assets and are therefore not treated,

for dividend purposes, as a realised loss.

11 Investments

Cost
At I January 2019

At 31 December 2019
Impairment

At 1 January 2019
Additions

At 31 December 2019

Net book value

At 31 December 2019

At 31 December 2018

- 26

Shares

in group
undertakings
£000

4,173

4,173

924
3,249

4,173

3,249
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11 Investments (continued)

The Company has the following investments in subsidiaries:

Country of

Name : registration Principal activity Shareholding

Advanced Composite Components Limited  England and Wales  Dissolved 13" October 2020 100%

Cytec Industrial Materials (Manchester) England and Wales  Manufacture of impregnated ] - 100%-. -~
. Limited . ‘ .- materials used for the manufacture of .

composite tooling and components.
All UK registered companies are registered at Composites House, Sinclair Close, Heanor, Derbyshire, DE75 7SP.

In 2020 the Composite business unit of which Cytec Industrial Materials (Derby) Limited and Cytec Industrial
Materials (Manchester) Ltd are members of, took the decision to streamline the number of sites it operated across
the Europe and USA. As part of this decision it was announced that the Manchester entity would cease to
manufacture in July 2020. As a result of this the investment in Cytec Industrial Materials (Manchester) Limited has
been fully impaired.

12 Stocks
2019 2018
£000 £000
Raw materials and consumables 5,665 7,091
Work in progress 525 571
Finished goods 2,914 3,338
9,104 11,000

Raw materials, consumables and changes in finished goods and work in progress recognised as cost of sales in the
year amounted to £29,088,000 (20/8: £32,715,000). The write-down of stocks to net realisable value at the year
end amounted to £430,000 (20/8: £601,000).

13 Debtors
2019 2018
£000 £000
Trade debtors 6,192 8,522
Amounts owed by fellow group undertakings : 2,389 ' 2,567
Other debtors 377 453
Corporation tax . 859 296
Prepayments and accrued income - 567 , 593
10,384 12,431
Due within one year 10,384 12,431

Amounts owed by group undertakings are unsecured, interest free and repayable on demand.
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14 Creditors: amounts falling due within one year
2019 2018
£000 £000
Trade creditors ‘ 5,043 6,739
Amounts owed to subsidiary company ‘73 58
Amounts owed to fellow group undertakings 7,338 . 4,694
Corporation Tax - 301
ease Liabilities 184 -
Other creditors ° " 2,280 1,960
Accruals and deferred income : . 484 - 566
15,402 14,318
Amounts owed to group undertakings are unsecured, interest free and repayable
on demand. '
15 Creditors: amounts falling due after more than one year -
2019 - 2018
£000 £000
Lease Liabilities 263 ‘ -
16 Deferred tax assets and liabilities
Recognised deferred tax assets and liabilities
Deferred tax assets and liabilities are attributable to the following:
Assets Liabflities Net
2019 2018 2019 2018 2019 2018
£000 (£000 £000 £000 £000 £000
Tangible fixed assets - - (634) (789) (634) (789)
Other 28 39 - - 28 39
Employee benefits - - (1,079) (869) (1,079) (869)
Tax assets / (liabilities) 28 39 (1,713) (1,658) (1,685) (1,619) .
Net of tax liabilities/(assets) (28) 39) 28 39 - -
Net tax assets / (liabilities) - - (1,685) (1,619) (1,685) (1,619)
Movement in deferred tax during the year
1 Janvary Recognised 31 December
2019 in income 2019
£000 £000 - £000
Tangible fixed assets (789) 155 (634)
Other 39 {11) 28
Employee benefits (869) (210) (1,079)
(1,619) (66) (1,685)
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16 Deferred tax assets and liabilities (continued)

Movement in deferred tax during the prior year

1 January Recognised 31 December

2018 in income 2018

£000 £000 £000

Tangible fixed assets (1,067) 278 (789)
Other 29 10 39
Employee benefits ) (336) (533) (869)
(1,374) (245) (1,619)

17 Employee benefits
a) Defined benefit plans

The Company is the sponsoring employer of the Advanced Composites Group pension scheme providing benefits
based on final pensionable pay. The plan is for the benefit of all relevant employees of Cytec Industrial Materials
(Derby) Limited. The scheme was closed to future accruals on 30 April 2014.

2019 2018
£000 - £000
Total defined benefit asset A (20,907) (19,986)
Total defined benefit liability 18,831 8,550
Net (surplus)/liability for defined benefit obligations ‘ (2,076) (1,436)
Movements in net defined benefit liability
Defined benefit Fair value of plan assets Net defined benefit
obligation liability
2019 2018 2019 2018 2019 2018
£000 £000 £000 £000 £000 £000
Balance at | January 2019 18,550 20,724 (19,986) (21,428) (1,436) (704)
Included in profit or loss
Current service cost - - - - -
Interest cost/(income) 483 515 (522) (530) 39 (15)
Included in OC1 483 515 (522) (530) 39 (15)
Remeasurements (gain)/loss:
Actuarial loss (gain)/loss arising from
- Changes in demographic (356) (325) - - (356) (325)
Assumptions
- Change in financial assumptions 2,116 (671) - - 2,116 (671)
- Experience adjustment 18 (1,439) - - 18 (1,439)
Return on plan assets :
greater/(less) than discount rate - - 2,379) 1,532 (2,379) 1,532
1,778 (2,435) (2,379) 1,532 (601) (903)
Other
Contributions paid by the employer - - - - - -
Past service costs ) - 186 - - - 186
Benefits paid (1,980) (440) 1,980 440 - -
Balance at 31 December 2019 18,831 18,550 {20,907) (19,986) (2,076) (1,436)
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17 Employee benefits (continued)
Plan assets ' ' 2019 2018
' £000 £000
Cash and cash equivalents ’ ' 3,559 ‘ 3,535
Equity instruments 10,607 9,443
14,166 12,978
Debt instruments ‘ 6,741 7,008
Total . . 20,907 . 19,986

All equity securities and government bonds have quoted prices in active markets. All government bonds are issued by
European governments and are AAA- or AA-rated. All other plan assets are not quoted in an active market. All are quoted
at fair value. '

Actuarial assumptions

The following are the principal actuarial assumptions at the reporting date (expressed as weighted averages)

2019 2018

% %

Discount rate at 31 December 2.00 2.75
Future salary increases n/a n/a
Future pension increases 3.00 3.25

The assumptions relating to longevity underlying the pension liabilities at the balance sheet date are based on
standard actuarial mortality tables and include an allowance for future improvements in longevity. The assumptions
are equivalent to expecting a 65-year old to live for a number of years as follows:

. Current pensioner aged 65: 21.4 years {(male), 23.2 years (female).
. Future retiree upon reaching 65: 22.4 years (male), 24.5 years (female).

Sensitivity analysis '

The calculation of the defined benefit obligation is sensitive to the assumptions set out above. The following table
summarises how the impact on the defined benefit obligation at the end of the reporting period would have increased
(decreased) as a result of a change in the respective assumptions by one percent.

2019 2018
£000 £000
Discount rate —~ down 1% 3,941 4,316
Inflation (RPI, CPI)- including pension increases - up 1% 2,421 2,964

In valuing the liabilities of the pension fund at 31 December 2019, mortality assumptions have been made as
indicated above. If life expectancy had been changed to assume that all members of the fund lived for one year
" longer, the value of the reported liabilities at 31 December 2019 would have increased by £550,000 (2018:
£556,000) before deferred tax.

The above sensitivities are based on the average duration of the benefit obligation determined at the date of the last
full actuarial valuation at 31 May 2019 and are applied to adjust the defined benefit obligation at the end of the
reporting period for the assumptions concerned. Whilst the analysis does not take account of the full distribution of
cash flows expected under the plan, it does provide an approximation to the sensitivity of the assumptions shown.

The Scheme’s investment strategy is to achieve a mix of investments for long-term growth and to meet short-term
benefit payments. The current target asset allocation is to hold 50% in equities and 50% in bonds and liability driven
investments. '
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17 Employee benefits (continued)
Funding

The Company’s cash contribution to the Scheme is determined in accordance with the Pensions Act 2004. The
Company expects to pay £nil in contributions to its defined benefit plans in 2020. The weighted average duration of -
the defined benefit obligatjon at the end of the reporting period is 190 years (2018: 20 years).

b) Defined contribution plans
The Company operates a number of defined contribution pension plans.

The total expense relating to these plans in the current year was £709,000 (2018: £631,000). The amount remaining
payable at the year end was £137,000 (2018: £90,000)

¢) Share based payments

A number of employees were participants in The 1993 -Stock Award and Incentive Plan, as amended on 31 January
2012 of Cytec Industries Inc. (‘the plan’). Under the terms of the plan, the employees were entitled to stock options
and stock-settled share appreciation rights (‘“SARS’). The plan was considered to be an equity settled group share
based scheme under IFRS 2 Share-based payments. Details of the plan can be found in the annual report of Cytec
Industries Inc. for the year ended 31 December 2014, ‘

Following the acquisition of Cytec Industries Inc. by Solvay S.A. for $75.25 per share on 9 December 2015, the

\ share based payment schemes were cancelled, and converted into a right for the employees to receive cash for any
outstanding awards. The exercise of the options and subsequent cancellation has led to a charge in the profit and loss
account of £72,000 in the current year (2018: £29,000) in relation to the cancellation of these awards for employees
of the Company. Following the cancellation, the employees hold no further options in relation to the plan.

18 Capital and reserves
Share capital
2019 2018
£000 £000
Authorised, Allotted, called up and fully paid
1,209,000 (2018; 1,209,000) ordinary shares of £1 each 1,209 1,209
Shares classified in shareholders’ funds ) ’ 1,209 T 1,209

The holders of ordinary shares are entitled to receive dividends as declared from time to time and are entitled to one
vote per share at meetings of the Company.

19 Operating leases

Future minimum lease payments are as follows:

2019 2018
£000 £000

Due within :
Not later than one year ‘ - , 208
Later than one year and not later than five years - 289
Later than five years - -
- 497

During the year £nil was recognised as an expense in the profit and loss account in respect of operating leases
(2018: £287,000).

The operating leases are now recognised under IFRS16 .
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20 Commitments
Capital commitments

During the year ended 31* December 2019, the Company entered into a contract to purchase property, plant and
equipment for £674,000 (2018: £703,000).

21 Ultimate parent company and parent company of larger group

The Company is a subsidiary undertaking of Solvay S.A. which is the ultimate parent company incorporated in
Belgium, and which is considered.to be the ultimate controlling party

The largest and smallest group in which the results of the Company are consolidated is that headed by Solvay S.A.
No other group financial'statements include the results of the Company. The consolidated financial statements of
these groups are available to the public and may be obtained from www.solvay.com or from the registered office of
Solvay SA, rue de Ransbeck 310, B-1120, Brussels. o

22 Accounting estimates and judgements
Key sources of estimation uncertainty

The preparation of the financial statements requires the Company to make estimates and assumptions that affect the
application of policies and reported amounts. Estimates and judgements are continually evaluated and are based on
historical experience and other factors, including expectations of future events that are considered to be reasonable
under the circumstances. Actual results may differ from these estimates. The estimates and assumptions which have
a significant risk of causing a material adjustment to the carrying amount of assets and liabilities are:

Defined benefit pension scheme

The determination of the pension cost and defined benefit obligation of the Company’s defined benefit pension
schemes depends on the selection of certain assumptions which include the discount rate, inflation rate, salary
growth and mortality. The assumptions are reviewed by qualified actuaries on at least an annual basis and are
considered to be as accurate as possible. Differences arising from actual experiences or future changes in
assumptions will be reflected in subsequent periods. The carrying amount of the defined benefit pension scheme is
disclosed in note 16.

Critical accounting judgements in applying the Company’s accounting policies
gJjudag ppiying ipany gp

With the exception of the defined benefits pension scheme, the directors do not consider that there are any critical
accounting judgements or sources of estimation uncertainty in applying the Company’s accounting policies.

23 Post balance sheet events

Under the Solvay group’s direction, the UK management are working to reduce the number of legal entities. The
decision has been made, therefore, to transfer the Cytec Industrial Materials (Derby) Ltd (“CIM”) manufacturing
business over to its parent company, Cytec Engineered Materials, through the hive up of its assets and liabilities.
This event will take place on the 1" May 2021, at which point CIM will become a dormant company.

Since 31 December 2019, the spread of COVID-19 has severely impacted many local economies around the globe.
In many countries, businesses are being forced to cease or limit operations for long or indefinite periods of time.
Measures taken to contain the spread of the virus, including travel bans, quarantines, social distancing, and closures
of non-essential services have triggered significant disruptions to businesses worldwide, resulting in an economic
slowdown. Global stock markets have also experienced great volatility and a significant weakening. Governments
and central banks have responded with monetary and fiscal interventions to stabilise economic conditions.

The Company has determined that COVID-19 is not an non-adjusting event. Accordingly, the financial position and
results of operations as of and for the year ended 31 December 2019 have not been adjusted to reflect their impact.
The duration and impact of the COVID-19 pandemic, as well as the effectiveness of government and central bank
responses, remains unclear at this time. It is not possible to reliably estimate the duration and severity of these
consequences, as well as their impact on the financial position and results of the Company for future periods.
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