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MALLATITE LIMITED
Annual Report and Financial Statements

For the year ended 31 December 2018

Strategic Report

Principal activity

The principal activity of the Company is the design, fabrication and supply of lighting support systems, the provision
of bespoke solutions within the lighting and electrical markets and the manufacture and supply of traffic signs, sign
lighting equipment and highway engineering products.

Business review and future developments

Overview — Turnover for the year was £20,421,000 (2017: £23,976,000). Operating profit before reorganisation and
exceptional costs was £1,987,000 (2017: £2,411,000). The reduction in turnover and operating profit was due to the
completion of a number of contracts inherited from the acquisition of Signature Ltd and the continued decline in our
core markets due to lack of spending, over-capacity and de-illumination.

During the year, an impairment of investments of £8,027,000 was recognised and £25,000 of costs were incurred
associated with the acquisition of the trade and certain assets of D Gibson Road and Quarry Services Limited, based
in the UK, on 1 January 2018. Both items have been separately presented in the profit and loss account. In the prior
year, profit from the sale of a property was £98,000, and was separately presented in the profit and loss account.

Strategy — The business has a large and diverse product offering and is well established within specific sectors in the
industry. This year has been one of consolidation, although the Company is now beginning to realise the full
potential of the combined entity. The Company will also continue to appraise any potential consolidation
opportunities and segmentation that may exist in its UK markets or within Europe. We will be looking to take
advantage of new technology to enhance our product offering.

Health and Safety - The Company is committed to a continuous improvement in its health and safety performance.
Its activities comply with health and safety standards and legislation, with monthly meetings held and recorded. The
Directors are committed to ensuring the best working conditions and welfare of the Company's employees. Further
details of the Group's health and safety activities can be found in the Hill & Smith Holdings PLC Annual Report.

Corporate Social Responsibility - The Company recognises the importance of balancing the interests of key
stakeholders - employees, customers, shareholders and suppliers and the wider community in which it operates.
The Company remains committed to continuous improvement in its environmental performance to ensure that its
activities comply with environmental standards and legislation. Further details of Corporate Social Responsibility
activities can be found in the Hill & Smith Holdings PLC Annual Report.

Brexit — Most of the Company’s turnover is within the UK market. We do have two key suppliers within the EU and
we have taken measures to increase our stock holding of products from these companies. We have very few EU
nationals on the payroll but we will continue to offer any support to them as required.

Outlook — The Company has exited the contracting sector and are focussing on the wide product offering now
available. The sales and marketing teams are focused on developing new relationships by targeting new routes to
market whilst maintaining the strong relationships already developed for our core business. We are concentrating
efforts on developing an EV (“electric vehicle”) charging solution to take advantage of this emerging market. Factory
efficiency, good housekeeping, lean manufacturing and purchasing initiatives are ail the focus of our continuous
improvement, together with the robust development of employee participation, skill set and mind set. Capital
investment has been identified and a management structure put in place to drive the business forward. The outlook
for 2019 and beyond is encouraging.

Principal risks and uncertainties

The Board continues to develop policies and procedures that reflect the nature and scale of the Company’s
business. These are designed to identify, mitigate and manage risk. The Board has identified the risks affecting its
business but none that present a significant threat to its business. The Board regularly reviews its risk profile
throughout the year in order to monitor any developing risks and to create and implement appropriate mitigation
activities. A full policies and procedures manual, which is available across the workforce, helps to ensure that the
.Company is kept up to date with legislation and current best practice.
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Strategic Report (Continued)

Key performance indicators
The Group’s key performance indicators are commented on in detail in the Hill & Smith Holdings PLC annual report.
Those that specifically relate to the Company are as follows:

Financial - The Company considers revenue growth, operating margin, return on capital employed and net cash flow
from operating activities to be its principal financial key performance indicators.

Non-financial — Health and safety, energy efficiency, emissions, use of recycled products and waste management are
all principal areas of focus for the Company.

By order of the Board

Chefer

C A Henderson Westhaven House
Secretary Arleston Way
Shirley, Solihuil

3 West Midlands
| June 2019 B90 4LH
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Directors’ Report
The Directors present their Report and Financial Statements for the year ended 31 December 2018.

Research and development
The Company invests in research and development. During the period it invested a total of £nil (2017: £nil).

Dividends
A dividend payment of £2,000,000 has been made in the year ended 31 December 2018 (2017: £1,000,000). There
are no proposed dividends.

Directors
The Directors serving during the year and in the period up to the date of this report were as follows:

N Clarke

A Paterson )

D W Muir (resigned 1 August 2018)
M Pegler (resigned 1 August 2018)

Political contributions
The Company made no political donations or incurred any political expenditure during the year.

Employees
Details of the number of employees and related costs can be found in note 6 to the Financial Statements.

Applications for employment by disabled persons are considered fully, bearing in mind the aptitudes of the applicant
concerned. In the event of members of staff becoming disabled, every effort is made to ensure that their
employment with the Company continues and that appropriate training is arranged. It is the policy of the Company
that the training, career development and promotion of disabled persons should, as far as possible, be identical with
that of other employees. '

The Company participates in Hill & Smith Holdings PLC’s policies and practices to keep employees informed on
matters relevant to them as employees through appropriate means, such as employee meetings and newsletters.

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.

Auditor
Pursuant to Section 487 of the Companies Act 2006, the auditor will be deemed to be reappointed and KPMG LLP
will therefore continue in office.

[

By order of the Board

C A Henderson , Westhaven House

Secretary Arleston Way
Shirley
Solihull

West Midlands
S | June 2019 B90 4LH
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Statement of Directors’ responsibilities in respect of the Strategic Report, the Directors’
Report and the Financial Statements

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 Accounting Standards and applicable law
(UK Generally Accepted Accounting Practice), including FRS 101 Reduced Disclosure Framework.

Under company law the ADirectors 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;

e assess the company’s ability to continue as a going concern, disclosing, as applicable, matters related to going
concern; and

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

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain the
company’s transactions and disclose with reasonable accuracy at any time the financial position of the company and
enable them to ensure that the financial statements comply with the Companies Act 2006. They are responsible for
such internal control as they determine is necessary to enable the preparation of financial statements that are free
from material misstatement, whether due to fraud or error, and have general responsibility for taking such steps as
are reasonably opén 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 Mallatite Limited (continued)

Matters on which we are required to report by exception
Under the Companies Act 2006 we are required to report to you if, in our opinion:

.o adequate accounting records have not been kept, or returns adequate for our audit have not been received
. from branches not visited by us; or '

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

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

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

We have nothing to report in these respects.

Directors’ responsibilities

As explained more fully in their statement set out on page 4, the directors are responsible for: the preparation of the
financial statements and for being satisfied that they give a true and fair view; such internal control as they
determine is necessary to enable the preparation of financial statements that are free from material misstatement,
whether due to fraud or error; 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 they either
intend to liquidate the company or to cease operations, or have no realistic alternative but to do so.

Auditor’s responsibilities

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 our opinion in an auditor’s report. Reasonable
assurance is a high level of assurance, but does not.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 aggregate, they could reasonably be expected to influence the economic
decisions of users taken on the basis of the financial statements.

A fuller description of our. responsibilities is provided on the FRC's  website at
www.frc.org.uk/auditorsresponsibilities. ‘

The purpose of our audit work and to whom we owe our responsibilities

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.

Darren Turner (Senior Statutory Auditor} : :

for and on behalf of KPMG LLP, Statutory Auditor , 2\ Nenr 2019
Chartered Accountants '

One Snowhill

Snow Hill Queensway -

Birmingham .

‘B4 6GH

United Kingdom



Profit and Loss Account
for the year ended 31 December 2018

MALLATITE LIMITED
Annual Report and Financial Statements
For the year ended 31 December 2018

Note 2018 2017
£000 £000

Turnover 2 20,421 23,976
Cost of sales (13,876) (16,855)
Gross profit 6,545 7,121
Distribution costs (1,008) (1,078)
Administrative expenses (11,602) (3,534)
Operating profit before profit on sale of property, impairment of 1,987 2,411
investments and reorganisation and acquisition costs
Profit on sale of property 3 - 98
impairment of investments 3,12 (8,027) -
Reorganisation and acquisition costs 3 (25) -
Operating (loss)/ profit (6,065) 2,509
Income from shares in subsidiary undertakings 8,027 -
Profit before interest and taxation 1,962 2,509
Interest receivable 7 40 55
Interest payable 8 (105) (88)
Profit before taxation 4 1,897 2,476
Taxation on profit 9 (365) (461)
Profit for the financial year 1,532 2,015
Other comprehensive income
Items that will not be classified to profit or loss:
Remeasurement of the net defined benefit pension liability - -
Taxation on other comprehensive income - -
Other comprehensive income for the year, net of tax - -
Total comprehensive income for the year 1,532 2,015

All operations are continuing.

The notes on pages 10 to 24 form part of the Financial Statements.




Balance Sheet
as at 31 December 2018

Fixed assets
Intangible assets
Tangible assets
Investments

Current assets

Stocks

Debtors

Cash at bank and in hand

Creditors: Amounts falling due within one year
Net current liabilities

Total assets less current liabilities

Net assets

‘Capital and reserves
Called up share capital
Share premium account
Capital redemption reserve
Profit and loss account

Shareholder’s funds

Note

10
11

12 -

13
14

15

18

MALLATITE LIMITED

Annual Report and Financial Statements -
For the year ended 31 December 2018

2018

£000 £000

7,668

2,797

10,465
2,364
3,199
2,467
8,030
(13,649)

(5,619)

4,846

4,846

3,268

35

134

1,409

4,846

The notes on pages 10 to 24 form part of the Financial Statements.

2017

£000 £000

7,483

3,031

8,027

18,541
1,998
4,131
2,484
8,613
(21,820)

(13,207)

5,334

5,334

3,268

35

134

1,897

5,334

These Financial Statements were approved by the Board of Directors and signed on their behalf by:

N

N Clarke
Director

June 2019

Company No. 02621328



Statement of Changes in Equity
for the year ended 31 December 2018

Balance at 1 January 2017

Comprehensive income

Profit for the year

Other comprehensive income for the year

Tax taken directly to the Statement of Changes in Equity
Transactions with owners recognised directly in equity

Dividends

At 31 December 2017

Comprehensive income
Profit for the year
Other comprehensive income for the year

Tax taken directly to the Statement of Changes in Equity

Transactions with owners recognised directly in equity
Dividends

At 31 December 2018

MALLATITE LIMITED

Annual Report and Financial Statements

For the year ended 31 December 2018

Called up Share Capital

share  premium redemption Profit and Total
capital account account loss account equity
£000 £000 £000 £000 £000
3,268 35 134 885 4,322
- - - 2,015 2,015

- - - (3) 3)

- - - (1,000) (1,000)
3,268 35 134 1,897 5,334
- - - 1,532 1,532

- - - (20) (20)

- - - (2,000) (2,000)
3,268 35 134 1,409 4,846
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Notes
(forming part of the Financial Statements)

1 Accounting policies
The following accounting policies have been applied consistently in the current and prior period in dealing with items
which are considered material in relation to the Company’s Financial Statements, except as noted below.

Basis of preparation
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.

Significant accounting estimates or judgements

In the application of the Company’s accounting policies outlined below, the directors are required to make
estimates, assumptions and judgements about the carrying value of assets and liabilities that are not readily
apparent.

The key accounting estimates or judgements made were:

Investment recoverability — The determination of whether investments should be impaired requires, amongst other
factors, the estimation of future cash flows and growth factors adopted for each investment to which the Company
holds. Furthermore, discount rates applied to these cash flows are determined by reference to the markets in which
they operate and are risk adjusted to reflect risks and opportunities existing for each investment. As a result of this
review, an impairment of £8,027,000 was recognised in the current year.

New IFRS standards and interpretations adopted during 2018

In 2018 the following amendments had been endorsed by the EU, became effective and therefore were adopted by
the Company:

e IFRS 15 Revenue from Contracts with Customers
IFRS 9 Financial Instruments

The above standards have not had a material impact on the Financial Statements. The Company’s ultimate parent
undertaking, Hill & Smith Holdings PLC includes the Company in its Consolidated Financial Statements. The
Consolidated Financial Statements of Hill & Smith Holdings PLC are prepared in accordance with International
Financial Reporting Standards and are available to the public and may be obtained from Group Headquarters (see
note 24).

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

a Cash Flow Statement and related notes;

Comparative period reconciliations for share capital, tangible fixed assets and intangible assets;
Disclosures in respect of transactions with wholly owned subsidiaries;

Disclosures in respect of capital management;

The effects of new but not yet effective IFRSs; and

Disclosures in respect of the compensation of Key Management Personnel.

10
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Notes (continued)

1 Accounting policies (continued)

As the Consolidated Financial Statements of Hill & Smith Holdings PLC include the equivalent disclosures, the
Company has also taken the exemptions under FRS 101 available in respect of the following disclosures:

IFRS 2 Share Based Payments in respect of group settled share based payments
Certain disclosures required by IAS 36 Impairment of assets in respect of the impairment of goodwill and
indefinite life intangible assets;

e Certain disclosures required by IFRS 3 Business Combinations in respect of business combinations undertaken by
the Company; and

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

Measurement convention

The Financial Statements are prepared on the historical cost basis except that the following assets and liabilities are
stated at their fair value: derivative financial instruments, financial instruments classified as fair value through the
profit or loss or as available-for-sale, investment property and liabilities for cash-settled share-based payments. Non-
current assets and disposal groups held for sale are stated at the lower of previous carrying amount and fair value
less costs to sell.

Going concern
The Company’s business activities, together with the factors likely to affect its future development and position, are
set out in the Strategic Report on page 1.

The financial statements have been prepared on the going concern basis, notwithstanding the net current liabilities
of £5,619,000, primarily due to net amounts owed to fellow Group companies of £7,411,000, at the year end. The
Company participates in the Group’s centralised treasury and banking arrangements, along with its parent and
certain fellow subsidiaries, as shown in note 19. The directors have prepared a going concern assessment for a
period of at least 12 months from the date of approval of these financial statements which indicate that, taking
account of reasonably possible downsides, the company will have sufficient funds, through funding from its parent
company to meet its liabilities as they fall due for that period. The Company’s parent, Hill & Smith Holdings PLC,
have indicated their intention to provide sufficient funding to the Company to enable it to meet its liabilities as they
fall due for a period of at least 12 months from the date of these financial statements. Consequently, the directors
are confident that the company will have sufficient funds to continue to meet its liabilities as they fall due for at least
12 months from the date of approval of the financial statements and therefore have prepared the financial
statements on a going concern basis.

Consolidation

In accordance with Section 400 of the Companies Act 2006, consolidated accounts have not been prepared as the
Company is a wholly owned subsidiary of Hill & Smith Holdings PLC, a company incorporated in England, which has
prepared Consolidated Financial Statements to include the results of the Company.

Investments in subsidiary undertakings .
Investments in subsidiary undertakings are stated at cost less amounts written off for impairment. Investments are
reviewed for impairment where events or circumstances indicate that their carrying value may not be recoverable.

Foreign currencies

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 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. Non-monetary assets and liabilities denominated 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. Foreign exchange differences arising on translation are recognised in the
Profit and Loss Account except for differences arising on the retranslation of qualifying cash flow hedges, which are
recognised in other comprehensive income.

1
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Notes (continued)
1 Accounting policies (continued)

Turnover

Turnover is measured based on the consideration specified in a contract with a customer for the provision of goods
and services. The amount recognised excludes sales taxes and is adjusted for any discounts or volume rebates that
are included in the contract. The Company does not routinely offer discounts or volume rebates, but where it does
the variable element of revenue is based on the most likely amount of consideration that the Company believes it
will receive. The Company recognises revenue when it transfers control over a good or service to a customer.

Goodwill

Goodwill is stated at cost less any accumulated impairment losses. Goodwill is allocated to cash-generating units. It is
not amortised but is tested annually for impairment. This is not in accordance with The Large and Medium-sized
Companies and Groups (Accounts and Reports) Regulations 2008 which requires that all goodwill be amortised. The
Directors consider that this would fail to give a true and fair view of the profit for the year and that the economic
measure of performance in any period is properly made by reference only to any impairment that may have arisen.
It is not practicable to quantify the effect on the Financial Statements of this departure.

Financial instruments

Trade and other debtors

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.

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.

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, less
any impairment losses.

Derivative financial instruments

Derivative financial instruments are recognised at fair value. The gain or loss on remeasurement to fair value is
recognised immediately in profit or loss. However, where derivatives qualify for hedge accounting, recognition of any
resultant gain or loss depends on the nature of the item being hedged.

Fair value hedges

Where a derivative financial instrument is designated as a hedge of the variability in fair value of a recognised asset
or liability or an unrecognised firm commitment, all changes in the fair value of the derivative are recognised
immediately in the Profit and Loss Account. The carrying value of the hedged item is adjusted by the change in fair
value that is attributable to the risk being hedged (even if it is normally carried at cost or amortised cost) and any
gains or losses on remeasurement are recognised immediately in the Profit and Loss Account (even if those gains
would normally be recognised directly in reserves). ’

Provisions

A provision is recognised in the Balance Sheet when the Company has a present legal or constructive obligation as a
result of a past event, that can be reliably measured and it is probable that an outflow of economic benefits will be
required to settle the obligation. Provisions are determined by discounting the expected future cash flows at a pre-
tax rate that reflects risks specific to the liability.

Pension scheme arrangements

Defined contribution scheme

Obligations for contributions to defined contribution pension schemes are recognised as an expense in the profit and
loss account as incurred.
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MALLATITE LIMITED
Annual Report and Financial Statements
For the year ended 31 December 2018

Notes (continued)
1 Accounting policies (continued)

Leases

Operating lease payments

Payments {(excluding costs for services and insurance) made under operating leases are recognised in the Profit and
Loss Account on a straight-line basis over the term of the lease. Lease incentives received are recognised in the Profit
and Loss Account as an integral part of the total lease expense.

Finance lease payments

Minimum lease payments are apportioned between the finance charge and the reduction of the outstanding liability.
The finance charge is allocated to each period during the lease term so as to produce a constant periodic rate of
interest on the remaining balance of the liability. Contingent rents are charged as expenses in the periods in which
they are incurred.

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

Where parts of an item of tangible fixed assets have different useful lives, they are accounted for as separate items
of tangible fixed assets.

Leases in which the Company assumes substantially all the risks and rewards of ownership of the leased asset are
classified as finance leases. Where land and buildings are held under leases the accounting treatment of the land is
considered separately from that of the buildings. Leased assets acquired by way of finance lease are stated at an
amount equal to the lower of their fair value and the present value of the minimum lease payments at inception of
the lease, less accumulated depreciation and less accumulated impairment losses. Lease payments are accounted
for as described below.

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 useful lives are as follows:

Plant, equipment and vehicles - 4 to 20 years
Buildings - 50 years
Leasehold assets - thelife of the lease

Depreciation methods, useful lives and residual values are reviewed at each Balance Sheet date.

Stocks and work in progress

Stocks are stated at the lower of cost and net realisable value. Cost is based on the first-in first-out 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.

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.
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MALLATITE LIMITED
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For the year ended 31 December 2018

Notes (continued)
1 Accounting policies (continued)

Taxation (continued)

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. The following temporary differences are not
provided for: the initial recognition 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 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.

Share based payments

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
equity 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
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.

The share option programme allows employees to acquire shares of the ultimate parent company Hill & Smith
Holdings PLC. The fair value of options granted after 7 November 2002 and those not yet vested by 31 December
2004 are not recognised as an employee expense, while those vested from 1 January 2005 onwards are expensed
with a corresponding increase in equity.

Share-based payments are recharged by the ultimate parent company to participating subsidiary undertakings on an
annual basis. Where the Company’s parent grants rights to its equity instruments to the Group’s or the Company’s
employees, which are accounted for as equity-settled in the consolidated accounts of the parent, the Group or the
Company as the case may be account for these share-based payments as equity settled.

Dividends

Dividends are recognised in the Financial Statements in the period in which they are approved by the Company'’s
shareholders.
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MALLATITE LIMITED
Annual Report and Financial Statements
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Notes (continued)
1 Accounting policies (continued)

Expenses

Interest receivable and Interest payable

Interest payable and similar charges include interest payable, finance charges on shares classified as liabilities and
finance leases recognised in profit or loss using the effective interest method, unwinding of the discount on
provisions, and net foreign exchange losses that are recognised in the Profit and Loss Account (see foreign currency
accounting policy). Borrowing costs that are directly attributable to the acquisition, construction or production of an
asset that takes a substantial time to be prepared for use, are capitalised as part of the cost of that asset. Other
interest receivable and similar income include interest receivable on funds invested and net foreign exchange gains.

interest income and interest payable is recognised in profit or loss as it accrues, using the effective interest method.
Dividend income is recognised in the Profit and Loss Account on the date the entity’s right to receive payments is
established. Foreign currency gains and losses are reported on a net basis.

2 Turnover :
The turnover of the Company is derived from the following geographical markets:

2018 2017

£000 £000

United Kingdom 20,337 23,782
Rest of Europe 84 194
20,421 23,976

In the opinion of the Directors, there is only one major product line.

3 Impairment of investments, acquisition costs and profit on sale of property

During the year, an impairment of investments of £8,027,000 was recognised and £25,000 of costs were incurred
associated with the acquisition of the trade and certain assets of D Gibson Road and Quarry Services Limited, based
in the UK, on 1 January 2018. Both items have been separately presented in the profit and loss account. In the prior
year, profit from the sale of a property was £98,000, and was separately presented in the profit and loss account.

4 Profit before taxation

2018 2017
£000 £000
Profit before taxation is stated
after charging:
Impairment of investment 8,027 -
Depreciation:
Owned assets 329 352
Operating leases:
Plant and equipment ' 138 114
Other assets 82 83
Auditor’s remuneration 25 25
after crediting:
Profit on sale of fixed assets - 98



MALLATITE LIMITED
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Notes (continued)
Fees paid to KPMG LLP and its associates for non-audit services to the Company itself are not disclosed because Hill
& Smith Holdings PLC Group accounts are required to disclose such fees on a consolidated basis.

5 Remuneration of Directors
Aggregate Directors’ remuneration for the year was as follows:

2018 2017

£000 £000

Emoluments 352 315
Company contributions to money purchase pension schemes 46 45
398 360

Number Number

Directors exercising share options 4 1

Directors who are members of defined benefit pension schemes - -

" The remuneration of the highest paid Director excluding pension contributions was £221,000 (2017: £199,000). His
accrued pension entitlement per annum at the year end was £nil (2017: £nil).

6 Staff numbers and costs
The average number of persons employed by the Company (including Directors) all of whom were involved in the
principal activity was:

2018 2017

Number Number

Production 106 . 117
Administration . 14 14
Sales and distribution 26 27
146 158

The aggregate payroll costs of these persons were: £000 £000
Wages and salaries 3,629 3,863
Share-based payment (see note 22) 6 12
Social security costs 346 359

Other pension costs (see note 16) 109 96

4,090 4,330
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Notes (continued)

7 Interest receivable

Bank interest receivable

8 Interest payable and similar charges

On loans from group undertakings

9 Taxation on profit
Analysis of charge in year
UK corporation tax

Current tax for the year
Relating to the prior year

Current tax charge

Deferred tax (see note 17)
Current year credit
Relating to the prior year

Deferred tax credit

Total tax charge

MALLATITE LIMITED
Annual Report and Financial Statements
For the year ended 31 December 2018

2018 2017
£000 £000
40 55
40 55 -
2018 2017
£000 © £000
105 88
105 88
2018 2017
£000 £000
367 496
(24) (13)
343 483
(3) (22)
25 -
22 (22)
365 461

17



MALLATITE LIMITED
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For the year ended 31 December 2018

9 Taxation on profit (continued)

Factors affecting tax charge for the year

The effective current tax rate for the year is higher (2017: lower) than the standard rate of corporation tax in the UK.
The differences are explained below:

2018 2017
£000 £000
Total tax reconciliation .
Profit before taxation 1,897 2,476
Profit multiplied by the effective rate of corporation tax in the UK of 19.00% 360 477
(2017: 19.25%)
Effects of:
Expenses not deductible for tax purposes 4 (6)
Non-deductible impairment of investments 1,525 -
Difference between current and deferred tax rates - 3
Non-taxable dividend income (1,525) -
Relating to the prior year 1 (13)
Total tax charge 365 461

The UK Budget on 16 March 2016 included a rate reduction to 17% from 1 April 2020 which was enacted during
2016. In line with the prior year, deferred tax balances have therefore been calculated at 17% (2017: 17%) on the
basis that these balances will materially reverse after 1 April 2020.

10 lntangibie assets

Goodwill
£000

Cost
At 1January 2018 7,483
Acquisitions in the year 185
At 31 December 2018 7,668
Provision
At 1 January 2018 and at 31 December 2018 -
Net book value
At 31 December 2018 7,668

At 31 December 2017 7,483

During 2018, the Company acquired the trade and certain assets of D Gibson Road and Quarry Services Limited,
based in the UK, recognising goodwill of £185,000.
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MALLATITE LIMITED
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For the year ended 31 December 2018

Notes (continued)

11 Tangible fixed assets

Plant,
Land and equipment and
buildings vehicles Total
£000 £000 £000
Cost
At 1 January 2018 3,587 3,788 7,375
Additions 1 94 95
Disposals - - -
At 31 December 2018 3,588 3,882 7,470
Depreciation
At 1January 2018 1,084 3,260 4,344
Charge for the year 74 255 329
Disposals . - - -
At 31 December 2018 1,158 3,515 4,673
Net book value
At 31 December 2018 : 2,430 367 2,797
. At 31 December 2017 2,503 528 3,031

The gross book value of land and buildings includes freehold land of £950,000 (2017: £950,000).

included within plant, equipment and vehicles are assets held for hire with an accumulated cost of £nil (2017: £nil)
and accumulated depreciation of £nil (2017: £nil).

Included in the total net book value of plant, equipment and vehicles is £nil (2017: £nil) in respect of assets held
under finance leases and similar hire purchase contracts.
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Notes (continued)

12 Investments

Cost
At 1 January 2018 and 31 December 2018

Provisions
At 1 January 2018
Provision

At 31 December 2018

Net realisable value
At 31 December 2018

At 31 December 2017

MALLATITE LIMITED

‘Annual Report and Financial Statements

For the year ended 31 December 2018

Shares in
subsidiary
undertakings
£000

8,027

8,027

8,027

The Company holds 100% of the issued share capital of Signature Limited. Following the receipt of a dividend from
Signature Limited during the year, the directors have reviewed the carrying value of the investment resulting in the

recognition of an impairment of £8,027,000.

The registered office address of Signature Limited is the same as the ultimate parent detailed in note 24.

13 Stocks

Raw material and consumables
Work in progress
Finished goods

2018 2017
£000 £000
1,194 975
66 134
1,104 889
2,364 1,998

The amount of stocks expensed to the profit and loss account in the year was £12,430,000 (2017: £14,945,000).

The value of stocks written down and expensed in the profit and loss account amounted to £nil (2017: £nil).
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Notes (continued)

14 Debtors
2018 2017
£000 £000
Trade debtors . 2,759 3,675
Amounts owed by group undertakings 15 11
Deferred tax (note 17) 178 220
Prepayments and accrued income 247 225
3,199 4,131

Intercompany loans are unsecured with no fixed repayment date and therefore may not be settled within the next
12 months. Interest is charged at a rate equivalent to the Group’s average borrowing rate for the year.

15 Creditors: amounts falling due within one year

2018 2017

£000 £000

Trade creditors 3,822 4,172
Amounts owed to group undertakings 7,426 14,636
Corporation tax 407 535
Other tax and social security 501 696
Accruals and deferred income 1,493 1,781
13,649 21,820

Intercompany loans are unsecured with no fixed repayment date and therefore may not be settled within the next
12 months. Interest is charged at a rate equivalent to the Group’s average borrowing rate for the year.

16 Pension liabilities
The Company operates a defined benefit contribution pension plan for its employees. The pension cost for the year
represents contributions payable by the company to the fund and amounted to £109,000 (2017: £96,000).
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Notes (continued)

17 Deferred tax

Deferred
Tax
£000
At 1 January 2018 (220)
Profit and loss account 22
Statement of changes in equity 20
At 31 December 2018 (178)
Details of amounts provided for deferred taxation follow:
2018 2017
£000 £000
Capital allowances in excess of depreciation (132) (131)
Short term timing differences (46) (89)
Deferred tax asset (178) (220)
18 Called up share capital
2018 2017
£000 £000
Allotted, called up and fully paid
3,159,378 (2017: 3,159,378) ordinary shares of £1 each 3,160 3,160
34,078 (2017: 34,078) “A” ordinary shares of £1 each 34 34
74,044 (2017: 74,044) “B” ordinary shares of £1 each 74 74
3,268 3,268

19 Contingent liabilities

The Company is a party to cross guarantees given for bank loans and overdrafts of the ultimate parent company and
certain fellow subsidiaries amounting to £184,071,000 (2017: £139,688,000).

The Company has no other guarantees (2017: £nil).
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Notes (continued)

20 Commitments
Non-cancellable operating lease rentals payable as follows:

Land and buildings Other
2018 2017 2018 2017
£000 £000 £000 £000
Within one year - - 166 33
Within two to five years - - 306 471
After more than five years - - - 18
- - 472 522

The Company pays an annual rental charge of £308,000 to Hawkshead Properties Limited (2017: £308,000). This is
charged on an arm’s length basis and is cancellable at any time.

The Company had capital expenditure contracted but not provided in the Financial Statements at the year end of £nil
(2017: £nil).

At the year end, the Company had no forward currency commitments (2017: £nil).

21 Dividends
2018 2017
£000 £000
Aggregate amount of dividends paid in the financial year ; 2,000 1,000

22 Share-based payments .

Employees of the Company have been granted various options in the ultimate parent company, which have given rise
to charges related to the implied share-based payments, the details of which can be found in the Financial
Statements of Hill & Smith Holdings PLC. '

The total expense recognised for the period arising from share based payments is as follows:

2018 2017
£000 £000

Expensed during the year 6 12
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Notes (continued)

23 Related party transactions

As an ultimately wholly owned subsidiary of Hill & Smith Holdings PLC, the Company has taken advantage of the
exemption available under FRS 101 not to disclose transactions that have been made between the Company and
other fellow subsidiaries of Hill & Smith Holdings PLC.

24 Ultimate parent company
The immediate and ultimate parent of the Company is Hill & Smith Holdings PLC, a company registered in England.
Copies of the Group Financial Statements may be obtained from Group headquarters:

Westhaven House
Arleston Way
Shirley

Solihull

B9O 4LH

25 Post Balance Sheet events
There were no significant post Balance Sheet events.
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