**********

OOOOOOOOOOOOOO



LANXESS Solutions UK Ltd

Contents

Company I[nformation

Stiategic Repoit

Directors’ Repoit

Independent auditors' 1epoit to the members of LANXESS Solutions UK Ltd
Piofit and Loss Account

Statement ot Compuehensive Income

Balance Sheet

Statement of Changes in Equity

Notes to the Financial Statemenis

2t07

8t 10

11to i3

i4

15

16

17

18 to 47



Directors

Registered office

Salicitors

Baunkers

Independent Audifors

LANXESS Solutions UK Ltd
Company Information

Anthony John Risino
Jacques Perez
Ralf Guenther Kiueger

UK Finance 2nd Floo:
Tenax Road

Taffo:d Park
Manchester
MI7IWT

Eversheds

I Eaisfot Centre
Eaisfort Tenace
Dublin 2

Iteland

Bank of Ameiica

2 King Edward Suect
London

ECIA 1HQ

PricewatethouseCoopars LLP
No | Spinningfields

[ [faidman Squate
Mancheste:

M3 3EB

Page |



LANXESS Solutions UK Ltd

Strategic Report for the Year Ended 31 December 2019

The duectos present their directors present thei stategic report for the year ended 31 December 2019

Pumcipal activities and business teview

The puncipal actuvity of the Company is the manufactuie of speciality chemicals, particulaity biominated and
phosphorous flaine ictaidants and peifoimance additive fluids The Company also has a supply agicement fot
the manufacture of indushial water additives

In Maich 2019 the Company puichased LANXESS Urcthames UK Ltd fiom LANXESS Solutions US Inc for a
considaation of £51,537,000 This business has a manutacturing site located in Baxenden, Lancashiie and
manufactutes and sells polyurethanc prepolymers and polywethane foam systems.

In Apiit 2019 Tiafford Park sufiered a fire 1esulting fiom the fatluie of a capped end on a distubution pipe
woik This released heated fluid above its flashpomnt into the boiler house facility, causing a five that damaged
the sitc boiler house services The fire was quickly contained and there wese no injunics Temporary equipment
was biought 1 to enable the site to partially operate within ten days cnabling a patial testait of the Water
Addttives piocess By caily June 2019 operations were a1estarted in the phosphate ester base stock facilty,
teturning the sste back to the operational status prior to the fiie occwuing  his was within a seven weck window
meanung business intestuption was mininuzed The remainder of the tasks to bung back the.boiles house to full
piior capacity with back up and standby systems was caitied out across the temawnder of 2019 into 2020 This
resulted n capital expenditwe of £1,248,000, a loss of £253,000 on disposal of fixed assets and an additional ad:
hoc spend of £630.000

Stiategy

The business stiategy 1s to generate giowth i sales and piofitability through technology-led nnovation,
partrcipating in the growth of the fastes growmg 1egians of the world, creating a peiformance driven cultuic
amang its employees and actively managing s busiuess paitfoha and costs. The company has three distiact
business segments and the largest, biomune additives, is paticutaily concentiated n the Asian maiket, wheie the
giowth strategy has been cnhanced by continuously seeking to impiove logistics and product flows,

Peifosmance dwing 2019

Ovaiall tunover was up by 33% compared to thc pievious yeai, primarily driven by a sigiiticant 36% incieasc
in'sales of bionnne inteimediates as Asian demand continued to grow To facilitate this and to allow for fusthe:
futme expansion additional 1sotanks weirc puichased during the year at a capitalised cost of £9,080.000 [hes
business segment now accounts for almost 60% of total tnnover Sales of phosphorous flame 1etardants slightly
incicased, the maiket still being atfected by 1cgulatory and enviionmental conccins Industiial water treatment
praducts sates to the supply agreement pattner wete 26% higher, recovering fiom a poor pertosmance i the
previous ycar Performance additive fluids sales weic 46% highe: than in the pevious year Gross margins
1clative (o sales weic 5 50% highet, duc to favourable praduct nux and positive manufacturing vaiiances

Opeating profit increascd by £18,696,000 compared to the prios year. This was dirven by a higher gioss profit
of £18,088.000 and a 1eduction in admmisthative expenses of €2,912,000 oftsct by an inciease in distitbution
costs of £2,304.000

Within admimstranve expenses therc was an increase in foieign exchange gains of £412,000, a 1cduction in

restiuctuting costs of £231,000 and a £209,000 inciease in intercompany service fee come. The previous yeais
charge also included a pension past service cost of €1,656,000

Piofit before tax m 2019 was £40,693,000 (2018: £21,695,000) an inciease of £18,998,060 Theic was no
impact fiom the effects of Covid-19 in the financial year as the pandemic 1s a post-balance sheel date event
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LANXESS Solutions UK Ltd

Strategic Report for the Year Ended 31 December 2019

The Campany's key financial pes fosmance indicators dwing the year wae as follows:

2019 2018

£ 000 £ 000
Turnover . 137,751 103,753
Gross Profit 50,358 32,270
Opaating Profit 37,963 19,267
Piofit for the financtal year 33,329 18,237

On time delivery to customets was 73% m 2019 compaied to 76% n 2018

This measutement includes the quantity dcltvered against the customes otdet as well as the dehivery time The

cuizent year petfoimance was adveisely affected by the fite at the Tiafford Park plant in April.

Safety pe: formance 2019 2018
Plant hows wotked 432,955 444,484
Fust aid cases 7 8
I.ost time accidents 3 i
No. of'lost wotk days 5 14
No of incidents pct 200,000 working hows { !
Lost une accidents pa 1,000,000 houts worked 5 3
Environmental performance 2019 2018
CO2 emissions (metc tons) 2,358 3,058

The LANXESS gioup has set the taiget of becoming caibon neutial by the year 2040
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LANXESS Solutions UK L¢d

Strategic Report for the Year Ended 31 December 2019

Principal risks and uncertainties
Key wisks 1ecognised to the business and actions taken to mitigate them are:

Complying with laws and regulations

Risk description

Fheie are continucusly expanding [aws and regulatoiy tequuements in envitonmental, health and safety and
product tegistation arcas and we may be held responsible for any liabilittes ai1sing aut of non-complhiance with
these laws and 1egulations

Mitigating actions

T'he directors usc both inteinal employees and exteinal advisots to monitor compliance with specific laws and
icgulations. We suppoit the EU REACH chemical 1egulation piogiam for enviionmental and public safety. and
have so far registered all Lhe chemicals that me relevant tor the company by the stipulated deadlines.

The company 1emains dedicated to mintnuzing compliance risk by fosteting an open and tanspatent culture
through continuous cmployee tiaining. education and adheience to o Code of Conduct.

Safety

Risk description

As a manufacturet of chemucals we aie exposed to safety 1isks thiough damage to ow plant and equipment, the
sunounding envivonment and ow employees.

Mutigating actions
As a chemical site following the Contiol of Major Accident Hazads (COMAH) 1cgulations which ensure that
companies take all nccessary measures to prevent major accidents involving dangetous substances and linut the
consequences to pcople and the environment of any majoi accidents that do occur. We have a dedicated health
and safety team and piomote safc working conditions and practices thiough active engagement with ow
employces and visitoes to the sitc

Fareign Exchange volatility

Risk description

Foteign cxchange rates have secn significant fluctuation in iecent yems, paiticutaily following the United
Kingdom's deciston to exit the Emopean Union Many of our raw materals are priced 10 Cuios (EUR) and US
Dollais (USD) and this can have a negative impact on ou: piofitability.

Mitigating actions

Foicign exchange volaulity 1s managed at Gioup level using financial derivatives to hedge eaposuwie. The
Company atds this process thiough weekly EUR and USD cash requirement foiccasting
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LANXESS Solutions UK Ltd

Stratcgic Report for the Year Ended 31 December 2019

Sourcing of vaw materials and energy

Rusk description

Supply and pices of key i1aw materials and energy can be volatile, affected by econonuc tmbulence and
additionat regulations This can have a direct impact on out maigins and our ability to maintain owm competitive
position The continting unceitainty. sunounding Bieait has eftected the pricing of taw. materials puichased
fiom the EU due to exchiange rate volatihity and the Company cannot be wholly cestain of the long term effects
of the UK Icaving the EU without a tiade deal.

Mitigating actions

Ow piocurement piocesses and oiganisation aic designed to leverage the cost, quality and delivary of raw
materials and eneigy. mcluding the peifoimance of suppliers. Whilst we attempt to match taw matenal and
enetgy pitce increases with corresponding product price mcieases we may not be able 10 do so immediately
Ulumately, our ability to pass on tncieases depends on market conditions.

Covid-19 Pandemic

Risk description

The nisk caused by the outbicak of coronavuus, which staited i China in December 2019 and has been declaed
a Public Health Emeigency by the Woild Health Oiganisation The vatus is a potential hazard to the health and
safely of owi employccs, the ability of both owm and ow customais’ businesses to opciate noimatly and poses
adverse 115k to global supply chains and the flow of goods and seivices

Mitigating actions.

We ate closely monitoiing om employees health, safety and secwity and 1efevant tegulatory requunements. We
have implemented cxtensive hygicne contiol and prevention measwes for owr office and field-based staff, pul in
place tempoiary tiavel restiictions and are engaging with ow1 customers to suppoit then needs. We have
employees engaged in wotking gioups at the Group, tegional and local levels 1o monitor the situation and put
appiopriate mitigation action and continuity plans in place
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LANXESS Solutions UK Ltd

Strategic Report for the Year Ended 31 December 2019

Section 172(1) statement

Under Section 172 of the Companies Act 2006, the Duectois have a duty to promote the success of the
Company over the long term for the benefit of sharcholdets as a whole, having tegaid to a range of other key
stakeholders and intcrests

The S172 statement focuses on matters of stategic impotance to the Company, and the level of foimation
disclosed is consistent with the size and the compfexity of the business The Directots must have jegard
(amongst other matteis) to:

(a) The likely consequences of any decision wn the long tctm

The Company’s objective 1s to safeguard the Company’s ability to contsnuc as a going concein m oider to
provide retsns for shareholders and benefits foi othes stakeholders Thioughout the year, the Board was
mindful of the long-team conscquences of the decisions it made, focusing on the interests of :elevant
stakeholders as appropiiate.

(b) The inte1ests of the Company’s employees

The Company is committed to maintaimng a workplace that 1s safc, piofessional and supportive of teamwork
and ttust and the mterest of all employees 1s considered m major decisions The Company is committed to
cieating and sustamning a work envinonment of mutual tiust whete all employecs aie treated with 1espect and
dignity, compensated tairly, and ate entitled to adequate and fiexible working hows The Company. adopts an
open approach to employcc communications, with 1egular updates from senior management acioss the business
divisions. both at company {evel and wider Gioup The Company valucs the diversity of its people and each of
its employees is recognised as an impostant membe: of ow team

(c) The need to foster the Company's business relationships with supphas, customers and otheis

The Company 1espects the rights, values and dignity of all employees, customeis, contiactoss, vendots and othei
stakeholders. The Company ams to build endunng sclationships with customers, paitncts, suppliets and the
local community

(d) The impact of the Company's operations on the community and the envionment

The Company 1s committed 10 piotecting and maintaining the quality of the envionment and to promoting the
health and safety of its ciployees, contiactoss, suppliets, customers, visitors and the commurnities in which it
operates. Comphiance with all legislation tended to protect people, propeity and the cavitonment is a
fundamental priority and applies to ow products as well as to owr processes The LANXESS group has declaied
a taiget of net zero carbon emisstons by 2040 and the Board fully supports this and considers the actions taken
in the Company to reduce walex and material wastage, to consaave eneagy and to utilise recycled matcuials
whete possible. Management lead by cxample and aliocate the 1cquicd 1esources to achieve excellence n 1S
petformance.

(e) The desuability of the Company maimntaining a teputatton for high standaids of business conduct
The Company 1s committed to opesating as a responsible corposate citizen and to complying with all 1elevant
local, national and inteinational laws [t has a Code of Conduct to which all cmployees are expected to adheie

(f) The need to act fauly as between membess of the Company

Aftar weighing up all 1efcvant factors, the Duectors consider which coutse of action best cnables delivery of the
Company’s strategy through the fong-team, taking into constdetation the smpact on stakeholders and the need to
cnsuie the long-teim sustainabihty of the Company The Duectors, in doing so, act as fanly as possible between
the Company’s members Decisions on the Company's approach to investment opportunitics, Capex, R&D,
dividend policy and the defined benefit pension plan. taken duiing the couise of the yea, weie all caefully
consideled against this backdrop.
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LANXESS Solutions UK Ltd

Strategic Report for the Year Ended 31 December 2019

Isr9/2020
Appiroved by the Board on ...... .. . and signed on its behalf by:

Qo)

Anthony John Risino -
Diector

23 October 2020
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LANXESS Selutions UK Ltd

Directors' Report for the Year Ended 31 December 2019

The ditectors present theu 1epoit and the audited financial statements for the yea: ended 31 December 2019

Directors' of the company
The duectors of the company who weie n office durmg the yeat and up to the date of signing the financial
statements weae as (ollows

Anthony John Risino _

Chusstophes James Flett (sesigned 1S June 2020)
Jacques Paiez

The following dnector was appointed after the year end
Ralf Guenther Kiuege: (appointed 15 June 2020)

Charitable and political contiibutions ‘
The Company made no political contributions duning the year (2018. £mf) Donations to UK chanties amount to
£nul (2018. £nil).

Future developments

The Umted Kingdom lcft the Eutopcan Union on 31 Januaty 2020 fotlowing thice years of unccitaiaty for the
busiicss We are now in a one year transition phase, duting which attempts aie being made to secure a tiade
agieement, the altetnative being to leave on Woild Trade O1gamisation teims. We are confident that we aie well
prepared for the UK’s depattuie from the EU and specifically the iisks associated with “No Deal’. The most
significant 1isk rdentified is associated with the availability of chemicals unported into the UK. We identficd
this at an early stage and have ensured we have a tobust process for maintaining inventory levels

The 1apid sprcad of the COVID-19 vaus has led to a significant number of infections in 2020. The measues
taken by vaisous goveinments to contain the virus have affected cconomsc activity Wc have taken a numba of
measwues to minimise the mpact of the COVID-19 pandemic on ow business, tncluding codes of conduct on
health and safety for our employces (e.g. physical distance at work and woiking fiom home whee possible) and
securing the supply of 1aw mateisals essential to out production process

The manufacturing plant has continucd to operate and has not cxpeitenced production difficulties At this stage,
the impact on ow business and cainings has been minimat, with safes 1evenue to June 2020 £2,300,000 ahead of
the samie period in the prcvious year For the full financial year 2020 the company expects a sevenue decline of
£7,500,000 compated to the pievious yeal, mainly diiven by lower demand in the Lubticant Additives business
which 15 being adveiscly affected by lower Ewopean cai pioduction. Gross margin is expected to decline by
£4.500,000 year on year acioss the thiee principal business segments, In the piepmation of these financial
siatements, the futwe impact of Covid-19 has been considered as part of the adoption to maintain the going
concern assumption

We will continue to comply with government icgulations and, in pasailel, will do eveiything possible to
continue ow opeiations in the best possible way without cndangering the health of our employees and other
stakeholdcis

Employment of disabled persons

‘The Company gives full considetation to apphications for employment fiom disabled pcisons wheie the
tequictmients of the job can be adequatety fulfitled by a handicapped or disabled paison.

Wheic exsting employees become disabled, 1t 1s thc Company policy wherever pacticable to piovide
contmuing employment under novmal terms and conditions and to provide hainmng and careet devclopment and
promotion to disabled employecs wherever appropriate.
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LANXESS Solutions UK Ltd

Directors' Report for the Year Ended 31 December 2019

Employee involvement

Duting the ycai the policy of pioviding employccs with infoimation about the Company has been continued
thiough Company. jownals, notice boairds and conferences Rcgulay meetings arc held belween local
management and employees (o allow a fiee flow of infoymation and 1dcas

Engagement with suppliers, customers and othes 1elationships

The success of the company depends on developing and maintaiming open and stiong 1elationships with all ow
key stakcholders. We operatc with integnty, comply with laws and wegulations and endeavows to tical all
stakeholdeis of the company fanly

We aim to differentiale om products and enhance the 1ange of capabilities and solutions we can otfei 1o both
new and exisung customers by offering innovauve solutions, high quality products duven by reseach and
development and a comnutment to seivice and solving ow customers challenges

The company has a stable supphics base and seeks to buiid long term 1efationships Whee possible we seck local
supplieis to fulfil our tequncments and work closely with om suppliers to ensumc high quality and delivety
standards.

Research and development

Costs of £2.309,000 (2018: £nil) have been incuned in telation to qualitying 1escaich and development
expenditure. In 2019 the company renospectively clasmed RDEC for 2017 and 2018 based on quahfying
expenditure of £3,352,000

Dividends
The diectors tecommended dividend payments of £59,000.000 10 the cowse of the year ended 3{ Decembar
2019 (2018: £a1l)

Directors’ liabilities

A qualifying thud-paity indemnity provision as defined in Section 234 of the Companies Act 2006 was in force
duning the financial yeai and at the datc of approval of the financial statements foi the bencefit of each of the
Duectors 1n 1espect of liabilities incuned as a tesult of then office, 10 the extent peimitted by law.

The Ducctors confirm that thcy have 1eviewed the effectiveness of the Company's 11sk management and inteinal
control systems up to and including the date of apmoval of the financial statements and aie salislied that they
aic operating cflectively. This 1eview included financial contiols that could affect the Company's business

Disclosure of information to the auditors

The disrectors have taken the steps that they ought to have taken as directots in o1des to make themsclves aware
of any 1efevant audit information and to establish that the company’'s auditors are awaie of that information The
directots confirm that theic 1S no relevant information of which the auditots aic unawae,
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LANXESS Solutions UK Ltd

Directors' Report for the Year Ended 31 December 2019

Statement of directors' respounsibilities in respect of the financial statements

The directors are 1esponsible for preparing the Annual Report and the financial statements in accordance with
applicable law and regulation,

Company law 1equizes the directors to piepaie financial statements fo1 each financial year Under that faw the
dircctors have prepaied the financial statements m accotdance with United Kingdom Generally Accepted
Accounting Practice (United Kingdom Accountung Standaids, comptising FRS 101 ‘Reduced Disclosure
Framewatk!, and applicable law). Under company law the duectors must not appiove the financial statcments
unless they aie sahsfied that they give a tiue and fan view of the state of affaus of the company and of the profit
o1 loss of the company for that peniod. fn preparing these financial statements,. the ducctors are 1equied to

» select suitable accounting pohicies and then apply them consistently;

+ state whether applicable United Kingdom Accounting Standaids. comprising ERS 101, have been followed,
subject to any matessal depaitwes disclosed and explained in the financial statements,

+ make judgments and accounting estimates that aiceasonable and prudent, and

+ pepate the financial statements on the going concein basis unless it is inappiopriate to piesume that the
company will continue in business

The diiectors are aiso 1esponsible for safeguaiding the assets of the company and hence fo takmé reasonable
steps fot the prevention and detection of tiaud and othar miegulasities

The directois aie tesponstble for keeping adequate accounting tecords that are suflicient to show and cexplain the
company's tiansactions and disclose with reasonable accmacy at any time the tinancial posttion of the Company
and enable them to ensue them that the financial statements comply with the Companies Act 2006.

Directors' confirmations

In the case of each duectos m office at the date the Duectors® Repoit 1s approved
» as far as the director 1s aware, theie is no televant audit information of which the company's auditois aie
unaware; and

= they have taken all the steps that they ought to have taken as a directar in order to make themselves awase of
any tclevant audit information and to establish that the company's auditois ate aware of that infoi mation

Reappointment of auditors
The auditms PiicewatethouseCoopers [.1.P aie deemed to be 1eappointed undet section 487(2) of the Companies
Act 2006.
1< /¢ I2020
Apptoved by the Boardon ......... . and signed on its behalf by:

Anthony John Rismo-
Director

23 Octobes 2020
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LANXESS Solutions UK Ltd

A Independent auditors' report to the members of LANXESS Solutions UK Ltd

Report on the audit of the financial statentents
Opinion

In own opinton, LANXESS Solutions UK Ltd's financial statements:

= give a tiue and fair view of the state of the company's affaiis as at 31 December 2019 and of'its profit for the
yeai then ended,

» have been propeily prepared 1n accordance with United Kingdom Generally Accepted Accounting Piachice
(United Kingdom Accounting Standards, comprising ERS 101 "Reduced Discloswe Framework™ and
applicable law), and

» have been pepaicd in accordance with the requitements of the Companies Act 2006

We have audited the financial statcments. included within the Annual Repoit and Ewancial Statements (the
“Annual Repot”™), which compnise the balance sheet as at 31 December 2019, the profit and loss account, the
statement of compichensive income and the statement of changes in equity for the year then ended; and the
notes to the financial stalements, which include a desciiption of the significant accounting policies

Basis for apinion

We conducted our audit in accoidance with Intcinational Standaids on Audiing (UK) (ISAs (UK)™) and
applicable law Our 1esponsibilities under ISAs (UK) are furthes described in the Auditors’ responsibilities fos
the audit of the financial statements section of our 1epoit. We believe that the audit evidence we have obtamed 1s
sufficient and appropuiate to providce a basis for our opinion

Independence

We 1emained independent of the company 1n accordance with the ethical 1equiiements that are 1elevant to ow
audut of the financial statements in the UK, which includes the FRC’s Ethical Standard, and we have fulfilled
ow other ethucal 1esponsibilities 1n accordance with these 1equnements

Conclusions relating to going concern

We have nothing 10 tepost in 1espect of the following mattas in 1elation to which 1SAs (UK) 1equiie us to ieport

(o you where:

= the directors' use of the gog concetn basis of accounting 1n the picpaiation of the financial statements 1s not
appiopuate, or

» the directois have not disclosed n the financral statements any. identified mateiial uncestaintics that may cast

significant doubt about the company’s abihity to continue ta adopt the going conccin basis of accounting for
a pertod of at least twelve months from the date when the financial statements ate authorised for issue.

However, because not all futute cvents o1 conditions can be predicted, this statement 1S not a guaiantec as to the
company’s ability to continue as a going concetn
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LANXESS Solutions UK Ltd - -

Independent auditors' report to the members of LANXESS Solutions UK Ltd

Reporting on other information

The other infosmation compiises ali of the information 1n the Annual Repoit other than the financial statements
and ow auditors’ repoit therteon. The duectors aie 1csponsible for the other infoimation. Our opmion on the
financial statements does not cover the other (nformation and, accoidingly, we do not express an audil opinion
o1. except to the exteat othenwise explicitly stated in this repoit, any foim of asswance thercon.

In connection with out audit of the financial statements, our tesponsibility is to 1ead the other infamation and,
m doing 8o, consider whether the other information ts materially inconsistent with the financial stateinents o
ou knowledge obtained in the audit, or otherwise appears to be materially nisstated If we identify. an apparent
matcital inconsistency or material misstatement. we are requued to perfomm proceduics to conclude whethe:
thete s a material misstatement of the financial statements 01 a matetial misstatement of the other information.
1f, based on the woik we have peifoimed, we conclude that thete 1s a matetial misstatement of this other
information, we ale 1cquued to 1epoit that fact We have nothing to 1cpoit based on these 1csponsibilities

With tespect to the Strategic Repoit and Ducctors’ Repoit, we also constdeied whether the disclosmes requited
by the UK Companics Act 2006 have been included.

Based on the 1esponsibilities described above and ow work undestaken in the coumse of the audit, ISAs (UK)
1equire us also to repoit ccitain apinions and malttess as desciibed below

Strategic Report and Dueciors’ Report

In out opinion. based on the work undettaken 1n the course of the audit, the informatuon given in the Stategic
Report and Duectois® Repart for the year ended 31 December 2019 1s consistent with the financial statements
and has been prepared wt accordance with applicable legal requitements

In light of the knowledge and understanding of the company and its envitonment obtained in the cowse of the
audit, we did not identify any matcital misstatements in the Strategic Report and Dncctors’ Report

Respousibilities for the financial statements and the andit

Responsibilinies of the du ector s for the financial statements

As explained mose fully in the Statement of divectors' 1csponsibilities in 1cspect of the financial statements, the
ditectors are tesponsible foi the prepmation of the financial statements m accordance with the applicable
framework and for being satisfied that they give a tue and fau view; The directots aic also responsible for such
intetnal control as they deteimine 1s necessaty to enable the pieparation of financial statements that aie free
fiom material misstatement. whether duc to fraud o1 enio

In picparing the financial statements, the duectors ate responsible for assessing the company’s ability to
continue as a gotng concein, disclosing, as applicable, mattets 1elated (0 going concern and using the going
concein basis of accounting unless the directots cither mtend to liquidate the company o1 to cease opeiations, or
have no 1calistic altainative but to do so.
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LANXESS Solutions UK Ltd
Independent auditors’ report to the members of LANXESS Solutions UK Ltd

Audnor s’ 1esponsibilities for the audit of the financial statements

Ouwr objectives aic to oblain ieasonable assurance about whether the financial statements as a whole aie fiec
from malenial misstatement, whether due to fiaud o1 eno, and to ssue an auditors’ report that includes om
opinion Reasonable asstnance 1s a lugh level of asswmance, but 1s not a gumantee that an audit conducted in
accordance with ISAs (UK) will always detect a mateiial misstatement when it exists. Misstatements can alise
fiom ftaud or emor and are considered material if, individually o1 1n the aggiegate, they could teasonably be
expected 1o influence the economic decisions of users taken on the basis of these financial statements

A HKather desciiption of om 1esponsibilitics foi thc audit of the financial statements 1s located on the FRC’s
website at wwv fic o1g uk/auditorsiesponsibilities This description foims pait of ow audilors’ repout.

Use of this 1eport

s repoit, including the opinions, has been prepated for and only for the company’s membess as a body in
accordance with Chapter 3 of Pait 16 ot the Companies Act 2006 and for no other pmpose We do not, in giving
these apinions, accept o1 assume tesponstbility for any othe: purpose or to any other person to whom this 1epott
1s shown or into whose hands it may come save wheic cxpressly agteed by ow prior consent in writing.

Other required reporting

Companies Act 2006 exception reporting
Undei the Companies Act 2006 we are tequited 10 repott 10 you if, in ow opinion
* we havc not 1ecerved all the information and explanations we sequire for ow audit, o

» adequate accounting records have not been kept by the company, o+ tctmins adequate for owr audit havc not
been 1ccetved fiom branches not visited by us; or

« ceitain disclosuics of dnectors’ 1emuneiation specified by law aie nol made, o1
+ the financial statements aie not in agreement with the accounting tccoids and 1ctuins

We have no exceptions to 1eport asising fiom this 1esponsibility

Rebecca Gissing (Senior Statutory Auditor)
for and on behalf of PricewaterhouscCoopears LLP
Chaitered Accountants and Statutory Auditors
Manchesta

2.3 October 2020
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LANXESS Solutions UK Ltd

Profit and Loss Account for the Year Ended 31 December 2019

2019 2018
Note £000 £000
Tumover 4 137,751 103,753
Cost of sales (87,393) (71,483)
Graoss profit ] 50,358 32,270
Disstiibution costs (4,212) (1,508)
Administuative expenses ) (8.183) (11,095)
Operating profit 5 37,963 19,267
Interest receivable and similar sncome 18 7,369 7310
{nteiest payablc and simila: expenses 19 (4,639) (4,882)
Profit before taxation 40,693 21,695
Tax on profit 14 (7,364) (3,458)
Profit for the financial year ‘ 33,329 18,237

The above 1csults weze deitved from continuing opeiations

The notes on pages 18 (o 47 form an integral part of these financial statements
Page 14



LANXESS Solutions UK Ltd

Statement of Comprehensive Income for the Year Ended 31 December 2019

2019 2018

Note £000 £000
Profit for the yea 33,329 18,237
ltems that will not be reclassified subsequently ta profit or
loss
Remeasuement of defined benefit asset 13 (1,205) 16,762
Deferned tax in 1espect of defined benefit asset i4 205 (2,850)

(1.000) 13,912

T'otal compichensive wcome for the year 32,329 32,149

The notes on pages 18 10 47 foxm an mtegral part of these financial statements
Page 15



LANXESS Solutions UK Ltd

(Registration number: 02624692)
Balance Sheet as at 31 December 2019

Nou-carrent assets

Piopaity, plant and equipment
Intangble assets

Right of use assets
Investments

Pension asset

Deferted tax assets

Current assets
Thiade and other Reccivables

Creditors: Amounts falling due within one year
Tiade and othes payables
Provisions

Net current assets

Total assets less current liabilities
Dcfened tax habilitics

Othes provisions
Net assets

Capital and reserves

Called up share capital
Shaie premium reseive
Profit and loss account

Total Sharcholders' funds

Note

9

10
.12

12

3

14

1S
16

20

21

22

2019 2018
£000 £000
20,889 (1,114
492 440
155 .
51,537 -
71,917 71,096
193 1,143
145,183 3,793
13,865 13,783
76,344 160,885
90,209 174,668
(17.279) " (14,074)
(413) (413)
(17,692) (14,487)
72,517 160,181
217,700 243,974
(12.226) (12.086)
(2,423) (2,166)
203,051 229,722
100,310 (00,310
10,000 25,000
92,741 104,412
203,051 229,722

The financial statements on pages 14 to 47 wese authoused for 1ssue and appioved by. the Board of Ditectors

and signed on its behalf by,

Dlusod-

Anthony John Risino
Diectot

23 October 2020

The notes on pages 18 to 47 foun an mtegal pait of these financial statements
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Scatement of Changes in Equity for the Year Ended 31 December 2019

At ) January 2019
Profit for the financial yeas
Other comprehensive loss

T'otal compiehensive income
Dividends paid
Share premium reduction

At 31 Decembes 2019

At 1 January 2018

Piofit for the financial yeal
Other compichensive income
I'otal compiehensive income

At 31 December 2018

LANXESS Solutions UK Ltd

Retained
Share capital Share premivm earnings Total
£000 £000 £000 £000
100,310 25,000 104,412 229,722
- - 33,329 33,329
- - (1,000) (1,000)
- - 32,329 32,329
- - (59,000) (59,000)
- (15,000) 15,600 -
100,310 10,000 92,741 203,051
Retained
Share capital  Share premium earnings Total
£ 000 £000 £000 £000
100,310 25,000 72,263 197,573
- - 18,237 18,237
- - 13,912 13.912
- - 32,149 32.149
100.310 25,000 104,412 229,722

The notes on pages 18 to 47 foim an integial part of these financial statements
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LANXESS Solutions UK Ltd

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

' General information
The company 1s a private company limited by shaie capital, incoiporated and domiciled in United Kingdom

The addicss of s registered office is
UK Finance 2nd Floor

Tenax Road

Trafford Park

Mancheste

MI7 IWT

United Kingdom

The Company's financial stalements aie presented in sterling and all values me 10unded to the ncarest thousand
pounds (£'000) except where otheiwise indicated

2 Accounting policies

Summary of significant accounting policies and key acconuting estimates

These financial statcments have been piepated on a going concein basis. The principal accounting pohicics
apphied 1n the preparation of these financial statements are set out below. [hese policies have been consistently.
applicd to all the years presented, unless othewise stated.

The company mecets its day-to~day woiking capstal 1cqunements thiough access o funds as pait of the
LANXESS gioup's cash pooling atiangement that 1s adnunisteted thiough LANXESS AG., a fellow gioup
company, which acts as an intetnal bank for LANXESS subsidimies The company has access to funding levels
that aie defined, cantiolled and 1eviewed fiom time to time at the sole discietion of LANXESS AG as pait of the
contiactual cash pooling tetms and conditions, and either party has the night to withdiaw fiom the agreement by
giving twenty days notice, for which no 1eason nceds to be given Under the cash pooling anangements, thete 1s
no cash held by the Company - all balances aic "swept’ to LANXESS AG at the end of business on cach day
The company thereforc has a £nil cash balance

The cash flows necessary for the day-to-day running of the company arc secuted by the LANXESS cash pooling
anangements which suppoit the gomng concein assertion. The company has i1eceived confirmation that the
Gioup will not withdiaw the facility 1n the foiesecable fuhue The company’s forecasts and projections, taking
account of 1easonably possible changes in hading peifoimance, show that the company is expected 1o be cash
generative, and should be expected to be a net depositor into, rather than boirower liom, the LANXESS cash

pooling facility.

Afler making enquuics, the ditectors have a 1easonable expectation that the company has access to adequate
financial and othet iesoutces to continue in opeiational cxistence for the toreseeable futme The company
theiefore continues to adopt the going concern basis 1n picpaiing its financial statements,

The notes on pages 18 to 47 form an integral part of these financial statements
Page 18



LANXESS Solutions UK Ltd

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

2 Accounting policies (continued)

Basis of preparation

These financial statements weie pirepared in accoidance with Financial Reporting Standaid 101 Reduced
Discloswme Framewmk ("FRS 101") The financial statcments have been picpaied under the histoiical cost
convention and in accordance with the Companies Act 2006 as applicable to compantes using FRS 101.

In prepating these financial statements, the Company applies the tecognition, measuicment and disclosue
1equirements of Intemmational Financial Repoiting Standaids as adopted by the EU ("Adopted IFRSs"), but
makes amendments wheie necessaty 1n oader: to comply with Companies Act 2006 and has set out below where
advantage of the FRS 101 disclosie exempuons has been taken

The Company's ultunate paient undertaking, LANXESS AG includes the Company 1n sts consolidated financial

statements. The consolidated financial statements of LANXESS AG ate prepared m accoidance with ITRS and
are available to the public and may be obtained from the addiess in note 26

Summary of disclosare exemptions

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

« A Cash Flow Statement and elated notes,

* Disclosures m iespect of transactions with wholly owned subsidiaries,

« Disclosuies i iespect of capital management;

« The effects of new but not yet effecuve [FRSs; and

« Disclosures 1n 1espect of the compensation of Key Management Petsonnel;

The Company proposes o continuc to adopt the 1educed disclosuie fiamework of FRS 101 1n 1ts next financial
statements

fhe financial statements arc picpaied on the histoiical cost basis

Exemption from consolidation

The company is a wholly owned substdiaty of Lanxess AG It is included 1n the consolidated financial
statements of Lanxess AG, which are publicly available. Thercfoic, the company 1s exempt, by viitue of section
400 of the Companies Act 2006, fiom the requitement to prepaie consohidated financial statements The addiess
of the ultimate paient’s 1egistered office is included in Note 26 These financial statements aie scpaiate financial
statements ’

The notes on pages (8 to 47 form an integral pat of these financial statements
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LANXESS Solutions UK Ltd

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

2 Accountiug policies (continued)

Changes in accounting policy

New standards, interpretations and amendments effective
The following new accounting standaids, o amendments to accounting standaids that impact these financial
statements have become effecuve during the year ended 31 Dec 2019

IFRS 16 "Leascs” became applicable for financial yeais beginning on o1 after 1 January 2019 Refer to Note 14
for details of the impact of this new accounting standaid on the financial statements

Revenue recoguition

Revenue from the sale of goods is attnibutable to contiacts with third parties and 1s 1ccognised when contiof over
the goods has uansfened to the buyer tepresenting 23 single peiformance obligation which is satisfied upon
delivery of the televant goods

Revenue is measwed net of retins, tefunds or othar obligations due to customars for goods tetuined to the
sclles. Revenue consssts of the invoiced value for the sale of goods net of value added tax and afier the
deduction of customet 1ebates and discounts altowed Payment is due. an average, within sixty days of delivery.

Retuin piovisions and caily settlement discounts ae based on expeiience over an appiopiiate period whaeas
volume discounts aie based on agicements with customets and expected volumes There has been no significant
change o the Company's accounting policy {o1 tcvenue as aesult of the adoption of IFRS 15 fiom 1 Januay
2018.

Foreign cur ency transactions and batances

Nansactions 1n foreign cunencies aic imtially 1ecorded at the functional cutiency 1ate prevailing at the date of
the tiansaction, Monetay assets and liabithties denominated in toreign cuneacies ate reranslated into the
1espective functional cuisency of the entity at the rates prevatfing on the sepoiting period date,

Non-monetary items mcasuied 1n terms of histoiical cost in a forcign cutrency are not ichanslated.

Current and deferred tax

The tax cxpense for the ycai comprises cunent and defened tax Tax is recognised in the income statement,
except (o the extent that it 1elates to items recogmised in other compiehensive income ot directly in shareholdess®
funds.

The cunent tax charge is calculated on the basis of the tax laws enacted ot substantively enacted at the balance
sheet date in the countiies where the company opesates and geneiates taxable income Management periodically
evaluates paositions taken m tax 1etuins with 1espect to situatons i which applicable tax regulation s subject (o
interprctation. It establishes provisions, wheic appiopriate, on the basis of amounts expected to be paid to the
tax authioirties :

The notes on pages 18 to 47 form an ntcgral part of these financial statements
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LANXESS Solutions UK Ltd

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

2 Aceoanting policies (continued)

Defeized tax is 1ecogmised on temporary dilTerences aiising between the tax bases of assets and habilities and
their carrying amounts in the financial statements However, detened tax liabilities aic not tecognised 1f they
aise fiom the initial tecognition of goodwill; o1 alise fiom snitial 1ecognition of an asset o liability in a
transaction othex than a business combination that, at the time of the tiansaction, affects neither accounung noi
taxable profit or loss. Defaited tax is detamined using tax 1ates (and laws) that have been enacted o
substantively enacted by the batance sheet date and aic expected to apply when the 1elated defeused tax asset 1s
1calised o1 the defened income tax lability is settled

Defenied tax assets arc 1ecognised only 10 the extent that it 1S probable that futuie taxable profit will be available
against which the temiporary differences can be utibised.

Defcited tax assets and habilities aic offsel when theic 1s a legally enforceable right to offset cunent tax assets
agatnst cutrent tax habileues and when the assets and liabilities 1elate 10 mcome taxes levied by the same
taxation authority on cither the same taxable entity o1 diffcient taxable cnuies where theie s an intention to
settle the balances on a nct basis.

Investments
Investments sn subsidiaties atc accounted for at cost less, wheire approptiate, allowances for impaiyment

Property, plant and equipment
Pioperty, plant and equipment is stated in the balance shect at cost, less any subsequent accumulated
depreciation and subsequent accumulated smpanment losses.

The cost of propeity, plant and equipment includes ducctly attributable inciemental costs ncuned in then
acquisition and installation

Depreciation
Depteciation is chaiged so as (0 wiite off the cost of asscts, othe: than fand and properties under construction
ovet then estimated useful Jives, as follows

Asset class Depreciation methad and rate
Buildings (within Land & Buildings) Equal instalments over 40 years

Plant & Machinery Equal instalments betwecn 3 and 15 years
Intangible assets

Intangible assets that are acquued by the company aic stated at cost less accumulated amoitisanon and
accumulated impaitment {osses. These intangible assets comprise REACI{ costs, which 1s an EU iegulation
covering the Regstration, Evaluation, Authonisation and 1estriction of CHemicals

Amortisation

Amotisafion 1s provided on intangible assets so as to wiite off the cost, less any cstimated 1esidual value, aver
their expected useful economic life as follows:

Asset class Amortisation method and rate

Other intangible assets Equal mstaiments over 12 years

The notes on pages 18 to 47 foim an integral part of these financial statements
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LANXESS Solutions UK Ltd

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

2 Accounting policies (continued)

Trade debtors .

lNade 1eccivables are amounts due fiom customers for merchandise sold or setvices pei formed in the ordinary
cowse of business [f collection is expecied 1n one year o1 less (o1 in the noimal opetating cycle of the business
if longa1). they aie classified as cuiicnt assets. If not. they aie picsented as non-cuttent assets.

For tadc receivables, the entity rccogmses an allowance for the expected ciedit losses for customars and othes
1eceivables As permiited by IFRS 9 the entity apphes the simplificd appioach which vequires lifcume ciedit
iosses to be 1ecognised fiom inihial tecogmition of the reccivables. An estimate is made of the ECL based on the
entitics historical default 1ates as well as forwaird looking esumates at the end of each icporting pesiod
Subsequent 1ecaveties of pieviously impaired ttade 1receivables are recogmised as a cedit to the income
statement as they atc 1ecognised

Inventories

The cost of limshed goods and woik in progiess comprises ducct materials and, where applicable, direct labow
costs and those ovetheads thal have been incuiied in biinging the inventouies to their preseat location and
condition. At cach iepoiting date, inventories aie assessed for inpaitment If inventoty s unpaned, the canying
amount is reduced to its sclling price less costs to complete and scll, the impanment loss is tecogmsed
minediately i profit o1 loss

Trade payables

Tade payables are obligations to pay tor goods ot seivices that have been acquucd n the ordmary course of’
business from suppliers, Accounts payable aie classified as cutient liabihties if payment s due within onc year
o1 less (o1 n the noimal opeiating cycle of the business if longer) If not, they are presented as non-cunent
liabilives

Tiade payables ave 1ecogmsed imnialty at fair valuc and subsequently measmed at amortised cost using the
etfective intercst method.

The notes on pages |8 to 47 form an integial part of these financial statements
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LANXESS Solutions UK Ltd

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

2 Accounting policies (continued)

Leases
The company lcases land and buildings, cquipment and vehicles. Rental contracts are typically made for periods
of 6 months to 8 yeais but may have extension options.

Lease tetms are negotiated on an individual basis and contain a wide range of different teims and conditions
The lease agiecments do not impase any covenants other than the sccunty interest 1n the leased assets that aie
held by the lessor Leased assets may not be used as a sccurity for botiowing purposcs

Until the 2018 financial year, leascs of piopeity. plant and equipment weie classified as opeiating leases and
payments made unde: these operating leases were chaiged o profit or loss on a shaight-line basis over the
period of the lease. Fiom 1 Januay 2019, leases aic tecognised as a right-of-usc asset and a conesponding
liability at the date at which the lease asset is availablc for use by the company.

Assets and habilities ausing fiom a lease ate intially measumed on a present valuc basis. Lease habvlities include
the net present value of the following lease payments

a) Fixed payments, less any lease incentives available,

b) Penalty payments for tesmmnating the lease, 1f the lease teim 1etlects the company excicising that option,

¢) Amounts expected to be payable by the company under residual value guatantecs

The lease payments are discounted using the intescst tate implicit in the lease If that rate cannot be teadily
detcimined, the lessee's inciemental boniowing rate 15 used, being the 1ate that the individual lessee would have

to pay to boirow the funds nccessaty to obtain an asset of similar value to the right-of-use asset in a similat
cconomic eavironment with similar terms. secunty and options

Lease payments are allocated between principal and finance cost The finance cost is chatged to piofit and loss
ova the leasc petiod so as to produce a constant periodic rate of interest on the icmaming balance of the habihity
for each period

Right-of-use assets arc measured af cost compising the lollowing

a) The amount of the imtia) measurement of lease hiability;

" b) Any lease payments made at o1 befose the commencement date less any lcase incentives 1eceived,

¢) Any iniual duect costs, and
d) Restoration costs.

Right-of-use assets ae gencially depicorated over. the shorter of the asset's useful lifc and the lease tcim on a
stiaight-hne basis

The notes on pages {8 to 47 form an integral part of these financial statements.
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LANXESS Solutions UK Ltd

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

2 Accounting policies (continued)

Provisions

Piovisions are 1ecognised when the Company has a present obligation (legal or constiuctive) as a result of a past
event, it is probable that the Company. will be 1equired to settle that obligation and a reliable estimate can be
made of the amount of the obligation

Provisions aie measuted at the ditectois’ best estimate of the expenditure requned to setile the obligation at the
1eporting date and are discounted to prescnt value where the eflect is material.

Employee benefits

Defined contiibution plans

A defined contusbution plan is a post-employment benefit plan under which the Company pays fiaed
contitbutions into a sepaiate entity and will have no legal or constructive obligation to pay finther amounts
Oblhigations for contitbutions to defined contubution pension plans are 1ecogmsed as an expense in the profit
and loss account in the years during which services aie tendered by employees

Defined benefit plans

A dcfined benefit plan is a post-employment bencfit plan othet than a defined contiibution ptan The Company’s
net obligation m 1espect of defined benefit pension plans, and other post employment bencfits, is calculated by.
estimating the amount of future bencfit that employees have cained in retnn for their service i the cuntent and
prior years, that benefit 1s discounted to deteymine 1ts piesent value, and the fait value of any plan assets (at bid
piice) are deducted. The Company determunes the net inteiest on the net defined benefit liability/(assct) for the
ycar by applying the discount rate used (o mcasuie the defined benefit obligation at the beginning of the year to
the net defined bencfit liability/(asset)

The discount rate is the yicld at the icpoiting datc on bonds that have a ciedit 1ating of at lcast AA that have
matutity datcs approximating the teims of the Campany’s obligations and that aie denominated n the curency
tn which the benefits are expected to be paid

Remeaswements atssing from defincd benefit plans compiise actuanal gains and losses, the 1ctuin on plan assets
(excluding interest) and the effect of the asset cetling (if any, excluding inteiest) The Company recognises them
immediately. in other comprehensive income and all other expenses related to defined benefit plans in employee
benefit expenses in profit o1 loss.

When the benefits of a plan aie changed, or when a plan 1s cuitasied, the poition of the changed benefit 1elated
to past scivice by employees, ar the gain or loss on cuttailment, 1s 1ecognised immediately in piofit or loss when
the plan amendment or curtailment occurs,

The calculation of the delined benefil obligations is pesformed by a qualified acluary using the projected unit
cedit method When the calculation results n a benefit to the Company, the tecognised asset is Tumted to the
present value of benefits available in the fom of any futwe iefunds fiom the plan ; ieductions in tutme
conttibutions and takes into account the adveisc effect ol any minimum funding 1equitements

Share capital

Oidinary shaies aie classified as equity. Equity instiuments aie measuscd at the fait value of the cash o1 other
1esoutces received o1 receivable. nct of the dircct costs of issuing the equuty instiuments  If payment s defessed
and thc time value of money is mateiial, the imtial measuiement 15 on a present value basis

The notes on pages |8 to 47 foim an integial part of these financial statements.
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LANXESS Solutions UK Ltd

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

2 Accounting policies (continued)

Dividends )
Dividend disuibution 1o the company's shaicholdeis 1s 1ecogniscd as a liability in the company’s financial
statements in the pcriod in which the dividends aie approved by the company’s sharcholdess.

3 Critical accounting judgments and key sources of estimation uncertainty

Defined benefit pension scheme

The company has an obligation to pay pension bencfits to ceitain employees The cost ot these benefits and the
present value of the obligation depend on a number of factos, including life cxpectancy, salary mcieases, asset
vatuations and the discount tate on corporate bonds. Management cstimates these factors 1n detesmining the net
pension obligation i the balance sheet The assumptions teflect histoncal expenience and current tends Sec
note 16 for the discloswes of the defined benefit pension scheme,

Income tax

Significant estimates aie made to detcimine both current and deferied tax liabilities/ assets. not least the value of
defeired lax assets. The company must then detesmine the possibility that defened tax assets witl be utilized and
offset aganst fulue taxable piofits. The actual 1esults may differ fiom these estimates, for instance due to
changes in the busmess climate, changed tax legislation o1 the outcome of the final 1cview by tax authorines
and tax cowts of tax 1etuins

Environmental provisions

The company is exposed to environmental tegulations in the UK and significant judgment 1s sequited mn
deternmuning the provision fot envinonmental temediation We momtor the sitc to ensuic compliance with
legislative requucments and to assess the liability arising fiom the nced to adapt to changing legal demands. The
compeny iecogmzes liabihifics for environmental iemediation based on the latest assessment of the
cnvsionmental situation of the site and the most 1ecent 1equuements of the 1espective legislation Wheie the
final 1emediation tesults in expenses that differ fiom the amounts previously 1ecorded, such diffaences impact
the income statement in the petiod in which such deteimination 1s made.

The notcs on pages (8 to 47 form an integral pait of these financial statements.
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LANXESS Solutions UK Litd

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

4 Turnover
The analysis of the Company's 1cvenue for the year fiom continuing opeiations, is as follows

2019 2018
£000 £000
Turnover by destination: .
Furope 137,366 101,962
Ameciicas 19 1,500
Asia 366 291
137,751 103,753

Tuinover: has not been disaggregated by category as all twnover 15 denved fiom one category, 1e the sale of
goods :

5 Operating profit
Arrived at after charging/(ciediting)

2019 2018

£000 £ 000
Depreciation cxpense ' 1.889 1,866
Other limangibles amortisation 47 24
Foreign exchange gan (608) (196)
Fite damage costs 650 L.
Goveinment grants 3) 4
Reorganisation costs 9 334
Lcase costs 60 189
Detined benefit pension scheme past seavice cost - 1,656
Loss on sale of fixed assets 253 -
Eftect of discount 1ate changes on cnvironmental pravision 198 (864)

Reotganisation costs of £93,000 iclate to severance payments (2018 Reorganisation costs of £324,000 included
scverance payments of €70,000 and 1etention bonus payments of £254,000)

The notes on pages 18 10 47 form an integral pat of these financial statements
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LANXESS Solutions UK Ltd

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

6 Staff costs

The aggregate payioll costs (including dnectors' icmuneration) weie as follows

2019 2018

£000 £000

Wages and salaiies 9,172 8,845
Social secunity costs 982 930
Pension costs, defined conttibution scheme 484 438
10,638 10,213

The average number of peisons employed by the company (including directois) dwing the yea, analysed by

categoiy was as foflows

2019 2018
No, No.
Production n 89
Adnmnistration and support 113 95
186 184
7 Directors' remuneration
The disectors' 1eimuneration for the year was as foltows.
2019 2019
£000 £000
493 307

Remunctation

Duing the year the numbe: of dnectors who weie teceiving benefits and share incentives, totalling £104,000

(2018 £50,000), was as follows
2019
No.
Recetved or were cntitled 10 1cceive shares under fong term incentive
schemes 2
Exercised shate options 2

2018
No.

The notcs on pages 18 to 47 form an integial pat of these financial statements
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LANXESS Solutions UK Ltd

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

7 Directors' remnneration (continued)

In1cspect of the highest pad director

2019 2018

£000 £000

Remuneration . 253 124
Benefits under long-teim sncentive schemes (eacluding shaes) 34 137
Company contributions to money puichasc pension schemes - 9
287 270

During the year the highest paid director 1cceived or was entitled ¢o receive sharcs under a long term ncentive
scheme.

8  Audit fees
2019 2018
, £4000 £000
Audit of thesc financial statcments . 72 69

Eees for non-audit seivices paid to the Company'’s auditors weic £4,000 (2018 £4,000) too VAT online
subscriptions

The notes on pages 18 to 47 form an integial pait of these financial statements.
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Notes to the Financial Statements for the Year Ended 31 December 2019

9 Pmperty, plant and equipment

Cost or valuation

At 1 January 2018
Additions

Tiansfers

At 31 December 2018
At | Jamury 2019
Addmogg

Disposals

Thansfers

At 31 December 2019
Accumulated depreciation
At 1 January 2018
Chage {01 the year

At 31 December 2018
At | January 2019
Chmgc for the year
Disposals

A€ 31 December 2019
Carrying amount

At 31 December 2019

At 31 December 2018

LANXESS Solutions UK Ltd

Land and Plant &
buildings Machinery Total
£000 £000 £000
5,921 58,558 64,479
- 824 824
4 (42) .
5,963 59,340 65,303
5,963 59,340 65,303
- 11,917 1,917
(226) (440) (666)
1,210 (1,210) -
6,947 69,607 76,554
3.724 48,599 52323
102 1,764 1.866
3,826 50,363 54,189
3,826 50,363 54,189
130 1,759 1,889
(122) (291) (413)
__3.834 51,831 55,6635
3,113 17,776 20 889
2,137 8,977 11,114

Thete aie contiactual commitments on capital cxpenditwme of £180,000 (2018 £269,000)

The notes on pages 18 to 47 foum an integral pait of thesc financial statements
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10 Intangible assets

Other
intangible

assets Total

£000 £000
Cost or valuation
At | January 2018 236 236
Additions 228 228
At 31 Degembe: 2018 464 464
At | January 2019 464 464
Additrons 99 99
At 31 December 2019 563 563-
Accumulated amortisation
At | Janvary 2018 - -
Amortisation charge 24 24
At 31 December 2018 24 24
At { January 2019 DR ¥ S Y
Amortisation charge 47 47
At 31 December 2019 T U
Carrying mmnount
At 3] December 2019 492 492
At 31 December 2018 440 440

Othes mntangible assets relate to capitalised REACH costs, which 1s a European Union :egulatlon concerming the
Regisnation, Evaluation, Authorssation and restriction of CHemicals

Intangible asset amotusation of £47,000 (2018: £24,000) has been chaiged in Admunistrative expcnses.

The nates on pages 18 to 47 form an integral patt of these (inancral statements
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11 Leases

The company has Jease contiacts for propeity and equipment used in the operations The amounts 1ecogmsed in
the financial statements in relation to [cases are as follows

(i) Amounts recognised in the balance sheet

The balance sheet shows the following amounts iclating to leases*

Right-of-use assets

2019 2018

£000 £ 000
Piopetty ' 89 -
Equipment 66 -
Total 155 -
Lease liabilities

2019 2018

£ 000 £000
Cuttent 90 -
Non-cunent 66 -
Total . 156 -
(ii) Amounts recoguised in the Profit and Loss Account
The Profit and Loss account shows the following amaunts 1efating (o leases
Depreciation charge of right-of-use assets

2019 2018

£000 £000
Property (549) .
Equipment (86) -
Total (140) -

The notes on pages 18 to 47 form an integial part of these financial statements
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11 Leases (continued)

Interest expensc included in finance cost (note 19)

Expense 1elating to shoit-teim leascs (included in Cost of sales)

Total

Futuic minimum lease payments as at 31 Docember 2019 are as follows

Not later than one year
Lates than one yca) and not later than five years
Impaci of finance expenses

Canying amount of liabiity

2019 2018
£ 000 £000
4) -
(144) (189)
(148) (189)
2019 2018
£000 £ 000
90 5
209 365
(143) -
156 370

The company initially applied IFRS 16 at | January 2019, using the modified 1ctiospective approach Undes this
approach, comparative information 1s not 1cstated. The compaiative futme mimumum Icase payments piesented

ale based on 1AS 17 while the cunent year aie based on TFRS 16.

Total cash outflow tos leases in 2019 was £177,000 (2018: £189,000)

12 Investments
Shares in group undertakings

Cost
At beginmng of year
Addiuons

At end of yem
Provision

At beginning of year
At end of yea

Net book value

At 31 December 2019
At 31 December 2018

£000

51,537
51,537

51,537

The Durectlors consider the cannying value of the investment to be supported by the underfying assets and funne

vading

The notes on pages 18 (o 47 form an integral part of these financia) statements
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12 Investments (continued)
Details of the subsidianics as at 31 December 2019 ac as follows

, Proportion of
Country of incorporation and  ownetship interest and

Name of subsidiary Principal activity principal place of business voting rights held

2019 2018
LANXESS Uicthanes  Chemicals manufactwier United Kingdom 100% 0%
UK Lid

The tegistered addiess of LANXESS Urethancs UK Ltd 1s Paiagon Works, Baxenden, Lancashite, BB5 2SL
and the investment 15 a direct holding

13 Pension and other schemes

Defined contribation pension scheme
The Company opciates a defined contiibution pension scheme The pension cost chaige for the yea: 1cpresents
contributions payable by the company to the scheme and amounted to £484,000 (2018: £438,000)

Defined benefit pension schemes
Great Lakes (UK) Ltd Pension Plan

LANXESS Solutitans UK 1.td, ("the Company™), opetates a defined benefit artangement called the Great Lakes
(UK) Limited Pension Plan ("thc Scheme™). The Scheme also has a defincd contiibution section. The defined
benefit scheme provides bencfits based on final salaiy and length of scavice on tetnement, leaving service or
death .

Che scheme 1s subject to the Statutory Funding Objective under the Pensions Act 2004

The scheme is managed by a boatd of Tiustees appormnted in pait by the Company and in pail fiom elections by
membeis of the scheme The Tiustees have 1esponsibility for obtausng valuations of the fund, administering
benetit payments and investing the Scheme's assets. The Trustees delegate some of these functions to their
professional advisers wheie appopriate

The Scheme closed to futuwe benefit acciual with efiect from 31 May 2008, although a hnk to Final Pensionable
Salaiy at the date a member leaves cimployment has been setained. Theic wete no scheme amendments,
cuttailments ot settlements during the pertod under ieview

A valuation of the Schemc is canied out at least every thice ycais to deternune whether the Statutmy Funding
Objective is met As pait of the mocess the Company must agiee with (he Tiustees of the Scheme the
contuibutions (o be paid to addicss any shostfall aganst the Statutory Funding Objective. The Statutory Funding
Objective does not currently impact on the secognition of the Scheme in these accounts

Cantributions paid to the pension scheme n the ycar were £Nif (2018 - £Nit).

The expected contiibutions to the plan for the next reporting perod are £Nil.

The scheme was most 1ecently vatued on 31 December 2017 The next valuation of the Scheme s due at 31
December 2020.

The notes on pages 18 to 47 foim an mtegial part of these {inancial statements
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13 Pension and other schemes (continued)

Risks

Iuvestment risk
The Scheme holds assets in asset classes, such as equities, which have volatile maiket values and while these
assets aic expected to piovide real 1etuins over the fong-term, the shoit-tetm volaulity can cause additionat

Interest risk

The Scheme's liabilitics aic assessed using matket yields on high quality coiporate bonds to discount the
habihties. As thc Schemce holds different asscts such as equities the value of the assets may not move 1n the
same way

Inflation risk

A significant propoition of the benefits under the scheme are linked to inflation  Although the Scheme’s assets
aie expected to provide a good hedge agamst intlation over the long-teim, movements ovcr the short-term could
lead to deficits emeging

Life expectancy risk

In the event that members hve fonger than assumed a deficit will emeige in the Scheme

Reconcilintion of scheme assets and linbdlities to assets and liabilities recognised
The amounts recognised in the balance sheet are as follows

2019 2018

£000 £ 000
Fan value of scheme assets 253,360 238,318
Ptesent value of scheme liabilities (181,443) (167,222)
Defined benefit pension scheme surplus 71,917 71,096
Scheme assets
Changes 1n the fair value of scheme assets are as follows:

2019 2018

£ 000 £ 000
Fan value at start of yem 238,318 - 250,347
Intezest mcome 6.661 6,272
Remeaswement gans/(losses) 17.582 (9.523)
Benefits paid (9,201) (8,778)
Fair value at cnd of year 253,360 238,318

The notes on pages 18 to 47 form an integial pait of these financial statements.
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13 Pension and other schemes (continued)

Analysis of assets
The majo1 categories of scheme assets are as follows:

2019 2018
£ 000 £000
Cash and cash equivalents 46,707 15,688
Debt instiuments ' ‘ ' 206,653 222,630
253,360 238,318
Actual return on scheme's assets
2019 2018
£ 000 £000
Actual retwin/(toss) on scheme assets 24,243 (3,251)

The pension scheme has not invested in any. of the company's own financial instruments o1 in propettics ot other
assels used by the company.

Scheme Finbilities
Changes in the piesent value of scheme liabilities aic as follows*
2019 2018
£000 £000
Piesent value at stait of yea 167,222 195,749
Past sar1vice cost - 1,656
Remeasurement losses/(gains) ansing fiom changes in demogiaphic
assumptions 1215 (8,738)
Remeasutement losses/(gains) aiising fiom changes n financial
assumptions 17,572 (6,969)
Remeasurement losses/(gains) ausing fiom experience adjustments : (10,578)
Interest cost 4,635 4,880
Benetits paid (9.201) (8.778)
Present value at end of yea 181,443 167,222

The notes on pages 18 to 47 form an integal pait of these financial statements
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13 Pension and other schemes {continued)

Principal actuarial assuniptions
The significant actuarial assumpuions used to determine the present value of the defined benefit obligation at the
balance sheet date ate as follows:

2019 2018

% %
Mottality 1ate 1.00 100
Futwe pension incicases 215 230
Discount :ate 205 2.85
Inflation (RPI) 2.95 340
Post retirement mortality assumptions

2019 2018

Years Years

Cuitent UK pensionets at ietnement age - male 21.60 21170
Cuntent UK pensioneis at 1etirement age - female 23 00 2390
Future UK pensioners at 1ctucment age - male 2280 23.00
Futwie UK pensioners at 1etitement age - female 25.30 2550
Amounts recognised in the income statement

2019 2018

£000 £ 000
Amounts recognised in operating profit
Past se1vice cost - £,656
Amounts recognised in finance income or costs
Net interest : (2.026) (1.392)
Total 1ecognised in the income statement (2,026) 264

The 2018 past seivice cost chaige of £1,656,000 1clated to the tequuement to cqualise benefits between men and
women to allow for diffeiences m the Guaranteed Minimum Peaston (GMP)

The notes on pages 18 to 47 foim an integial patt of these financial statements
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13 Pension and other schemes (continued)

Amounts taken to the Statement of Comprehensive Income

2019 2018
) £000 £ 000
Remeasurement losses/(gans) anising fiom changes in demogzaphic
assumptions 1,215 (8.738)
Remeasutement losses/(gains) ansing fiom changes 1n financial
assumptions 17,572 (6,969)
Remecasmement losses/(gains) alising fiom experience adjustments - (10,578)
Actual retutn less expected return on scheme assets (17,582) 9,523
Amounts 1ecognised in the Statement of Compiehensive Income 1,205 (16,762)
History of experience gains and losses
2019 2018 2017 2016 2015
£000 £000 £4000 £000 £000
Definced benetit obligation (181,443) (167,222) (195,749) (208,036) (167,048)
Fan value of plan assels 253,360 238,318 250,347 242,537 196,275
Swiplus 71,917 71,096 54,598 34,501 29,227
Experience adjustments
2019 2018 2017 2016 2015
£ 000/% £ 000/% £000/% £ 000/% £ 000/%
Diffeience between the
expected and actual retwn
on plan assets (17,582) 9,523 (7,718) (38,009) 7,375
As a peicentage of plan
asscts NH% 4% (3)% (16)% 4%
Expernicncee adjustments on
plan liabilities - (10,578) - - (5,136)
As a percentage of present
value of plan habilities - (6) -% - 3)

The notes on pages 18 to 47 form an integral pari of these financial statements
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13 Pension and other schemes (continued)

Sensitivity analysis

A senstivity analysis fo1 the piincipal assumptions used to measute scheme liabilities is set out below:

2019 2018
Adjustmeant to discount +.25% 0.0% -.25% +.25% 0.0% -.25%
rate £ 000 £ 000 £ 000 £000 £ 000 £000
Present valuc of total .
ohligation 174,160 181,443 189,187 160,854 167,222 173,985
2019 2018
Adjustment to rate of +0.25% 0.0% -0.25% +0,.25% 0.0% -0.25%
inflation £ 000 £000 £ 000 £000 £ 000 £000
Prescnt value of total
obhgation 185,667 181.443 177,823 170.435 167,222 164,304
2019 2018
Adjustment to mortality + I Year None ~ 1 Year + 1 Year None -1 Year
age vating assumption £000 £000 £000 £000 £000 £000
Present value of total
obligation 175,142 181.443 188,537 161,004 167,222 173,504

The above sensitivity analyscs are based on a change in an assumption, while holding all other assumptions
constant In practice, this s unlikely to occur, and changes mn some of the assumptions might be coirelated
When calculauing the sensitivity of the defined benefit asset o significant actuaiial assumptions, thc same
method (that 1s, present value of the defined benefit asset calculated with the projected unit credit method at the
cnd of the 1epoiting period) has been applied as when calculaung the pension asset recognised within the
balance sheet. :

The notes on pages 18 to 47 form an integyal part of these financial statements
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14 Tax on profit
Tax charged/(credited) in the income statement

2019 2018
£ 000 £000
Current taxation
Cunient tax on profits for the yeas 6,084 2.939
UK corporation tax adjustment to prior periods (15) (109)
\ 6,069 2,830
Deferved taxation
Auising fiom ongination and 1eversal of temporary diffezences 1,465 673
Auising fiom changes 1n tax 1ates and laws (154) (71)
Adjustments in respect of prior periods (16) 26
Total deferied taxation 1,295 628
Tax expense n the income statement 7364 3,458

Tax mcome included in other comprelensive mcome

Cuntent tax £ml (2018 nd). Deferred tax ausing fiom ougination and teversal of temporary ditferences

£(205,000) (2018 £2.850,000)

Tax expense foi the year is highei (2018 lower) than the standaid 1ate of coiporation tax i the UK for the yeal

cnded 31 December 2019 of 19.00% (2018 19 00%)

The differences are teconciled below

2019 2018

£000 £000
Profit befote axation ‘ 40,693 21,695
Profit muluphied by the standard rate of tax in the UK of 19 00% (2018
19.00%) 7.732 4,122
Decrease fiom adjustment for puor petods 1)) 83)
Inciease fiom effect of expenses not deductiblc 6) 9
Gioup s¢lief claimed 77 (519)
Changes in fax rates o1 laws (154) (71)
Total tax chaxge 7,364 3,458

The notes on pages {8 to 47 foum an integial pait of these financial statements.
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14 Tax on profit (continued)

The standard rate of UK cotporation tax 15 19% and tlus took cffect Gom | Aptit 2017 The 2016 Ewmance Act
mnttoduced a UK coipmation tax rate of 17% fiom | Apil 2020

Accordingly. these 1ates are applicable in the measutement of defered tax assets and liabilities at 31 Deceinbes
2019 Defaried tax has been provided at 17% being the rate at which temporary diflerences aie expected to
1everse

Howevei, the Budget which taok place on |1 Maich 2020 confiimed the 1atc of corporation will 1emain at 19%
fiom 1 April 2020. cancelling the enacted 1atc 1eduction to 17% The 1ate 1eduction 1eversal was substantively
cnacted on 27 March 2020 by way of a special 1esolution  Had the 19% rate been substantively enacted at the
balance sheet date the impact on the closing defetied tax balances at 31 December 2019 would be £1,415,636

Deferred tax
Defaired tax assets and liabilites
Net deferred
Asset Liability tax
2019 £ 000 £000 £000
Acaruals 32 < 32
Tax losses caiy-forwards . - - -
Accelerated tax depieciation 164 - 161
Pension benefit obligations - (12,226) (12,226)
193 (12,226) (12,033)
Net deferred
Asset Liability tax
2018 £000 £000 £ 000
Acciuals 364 - 364
T'ax losses cany-foowards - - -
Acccletated tax depreciation 779 - 779
Pension benefit obligations - (12,086) (12,086)
' 1,143 (12,086) (10,943)

The notes on pages 18 to 47 faiin an integial pait of these finaneial statements
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14 Tax on profit (continued)

Deferred tax movement during the year:
Recognised in

Statement of At
At | January Recognised in Comprehensive 31 December
2019 Pvofit aud Loss Income 2019
£000 £000 £000 £000
Acaruals 364 (332) : 2
Tax losses cany-forwaids ) - - - -
Accelerated tax deprecration 779 (618) - 161
Pension benefit obhigations (12,086) (345) 205 (12,226)
Net tax habilitscs . (10,943) {1,295) 205 (12,033)

Deferred tax movement dwing the pior year:
Recognised in

Statement of At
At1 January Recognised in Comprehensive 31 December
2018 Profit and Loss Income 2018
£000 £ 000 £000 £000
Accruals 728 (364) - 364
Tan losses cany-forwaids 62 (62) - -
Accelerated tax depieciation 1,027 (248) - 779
Pension benefit obhigauons (9,282) 46 (2,850) (12,086)
Net tax habiitics (7,465) (628) (2,850) (10,943)

Deferred tax assets are 1ecognised fou tax loss caiiy-fotwards to the extent that the 1ealisation of the related tax
bencfit tiough fulure taxable profits 1s probablc Thete ate no unrecognised tax fasses (2018: £ml) Thete 1s no
expiry date on tax losses carried forward,

15 Stocks
2019 2018
£000 £000
Raw matenals and consumables 1,262 1,331
Work in progress 5424 3,033
Fimished goods and goods for 1esale 7,179 © 9419
13,865 13,783

Siock is stated atler provisions for impanment of £1,257,000 (201 8. £864,000).
The cost of stock 1ecogmsed as an expensc in the year amounted to £81.326.000 (2018 £63,928,000)

The notes on pages 18 1o 47 form an integral part of these financial stalements
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1S Stocks (continued)

There 15 no ssgnificant difference between the 1eplacement cost of Work in progess and Finished goods and
" goods for 1esale and then catrying amounts.

16 Trade and other Receivables

2019 2018

£000 £ 000

Trade receivables 17 98
Amounts owed by gioup undertakings 75,653 160,286
Prepayments 359 443
Other 1eceivables 161 58
Total cunient iade and other 1eceivables 76,344 160,385

Amounts owcd by group undertakings ate cuitently subject to interest at a rate of 0.71% (2018: 0.78%),
unsecutcd and 1epayable on demand.

Tiadc 1ecervables and Other 1eceivables are stated afler provisions for impaitment of £1,000 (2018: £1,000).

17 Trade and other Payables

31 December 31 December

2019 2018

£ 000 £000

Tade creditors 7,525 7,124
Acciued expenses 1,839 2,288
Amounts due to 1efated parties 4,910 1,816
Social security and other taxes 52 499
Coiporation tax 2,863 2,347
Leases 90 -
17,279 14,074

Amounts owed to gioup undeitakings are interest free, unsecued and 1epayable on demand.

The company mtially applied IERS 16 at | Januay 2019, using the modified 1etrospective approach. Under this
apptoach, comparative information is not iestated Thus, the compaiative lease habilities ptesented aie based on
[AS 17 while for the cutient year aie based on IFRS 16

The notes on pages 18 to 47 fotm an integial pait of these financial statements.
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18 Interest receivable and simifar income

2019 2018
£000 £000

Interest income on financial asscts 708 1,038
Intciest income on pension scheme assets {note 16} 6,661 6,272
7.369 7310

Interest 1eccivable and similar mcome includes income fiom gtoup undeitakings of £708,000 (2018,

£1,038,000)

19 [Interest payable and similar expenses

2019 2018
_ £ 000 £000
Inteiest expense on pension scheme habihitzes (note 16) 4.635 4,880
Total mterest cxpense on financial Labilities measured at amoatisd cost - 2
Inteiest expense on leases 4 -
4,639 4,882
20 Provisions
2019 2018
£000 £4000
413 413

FEnvironmental 1esetve

The notes on pages 18 to 47 foim an integial pait of these financial statements.
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2t Other provisions

Deferred Supply L/T
Dilapidation other agreement Eaviton'l share
Reserve income reserve reserve Leases plan Total
£000 £000 £000 £000 £000 £000 £000
At 1 January 2019 ' 59 - 850 1224 - 33 2,166
Increase in existing provisions - 37 = - 66 - 103
Piovisions utifised - ) - - - - Q)]
Inctcase due to change A ‘
discount 1atc - - - 198 - - 198
Decrease due to foreign
exchange diffetences - - (26) - - - (26)
Dccicase fiom transfers and :
other changes - - - .- - (4¥)) un
At 31 Decembet 2019 - 59 36 824 1,422 66 16 2,423

Of the £1,835,000 total Environmental 1eseive, £413.000 1s considered to be curient.

The Dilapidation Reserve ielates to cleaning costs fo) 1ented 1sotanks and other cquipment. The Defetied othe:
income balance 1s a thiee year defenned ciedit on telephone line chaiges fiom a supplier and the Supply
agieement 1eseive 1s a contiactual item 1elating 1o the retwn of 1aw matetials on the termination of the industtial
watel tteatment supply agicement contiact, The L/T share plan balance ielates to employee shate incentives
gleater than one year and the Lease balance 1elates to IFRS 16 lease expnations gicater than onc year The
Enviionmental reset ve 15 1n place 10 allow {o1 site temediation work should ptant opciations cease pamanently

22 Called up share capital

Allotted, called up and fully paid shares

31 December 31 December
2019 2018
No. 0600 £000 No. 000 £000
Ordinary shares of £1 cach 100,310 100.310 100,310 100,310

23 Dividends

Dividends totalling £59.000,000 (2018: £nil) wese paid to the Company's immediate paient LANXESS Holding
UK Ltd in the couise of the yca

The notes on pages 18 to 47 foim an mtegial pait of these financial statements
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24 Commitments
Capital commitinents

The total amount conuracted for but not provided in the financial statements was £180,000 (2018 - £269,000)

Lease commitments

Commniitments for minimum lease payments in telation to non-cancellable operating leases (under 1AS 17) are

2019 2018

£000 £ 000
Not latet than one yea: 33 5
Later than one year and not later than five yeais 29 365
Cartying amount of liabilty 62 370

25 Events after the end of the reporting pel’iod

In December 2019 the Tiustees of the Great Lakes Pension fund agiced to puirchase an insurance pohcy fiom
Aviva, a1egulated UK life insurer, which is designed to cover all of the benefits payable to membeis under the
Plan and will provide funds to pay Plan benetits to membeis now and in the future. This change took ettect fiom
January 2020 omvards

Since 2005 the company has manufactwed industial water teatment products for a supply agicement pastner.
In 2020 the partner, Italmatch Chemicals GB Ltd. decided to texminate the supply agieement contract as fiom
November 2020. In 2019 revenue [rom this contract was £15,500,000 A pioject 1s in place to examine shategics
for bringing in new product lines and a compiehensive 1eview of plant structures and futwe efficiency and cost
teduction measuics s being undertaken,

In Scptember 2020 the company paid a dividend in specie to its anmediate parent LANXESS Holding UK
Unhimited amounting to £7,001,000 telating to a distubution of an histoiic ntercompany balance with ths
entity

26 Parent and ultimate parent undertaking

The ulitimate paient company at the ycat cnd and the largest group in which thesc financial statements are
consolidated 1s LANXESS AG,

e addiess of LANXESS AG is Kennedyplatz 1, Cologne 50569, Germany

The Company's immediate parent undeitaking 1s LANXESS Holding UK Unlimited, which 1s excinpt fiom the
requitement to picparc group financial statements under Section 400 of the Companics Act 2006

The notes on pages [8 to 47 form an mtegial pait of these financial statements,
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27 Effect of adoption of IFRS 16 - Leases

As indicated w note 13, the company has adopted [FRS 16 Lcases 1ctiospecuively fiam 1 January 2019 but has
not restated compaiauves for the 2018 paitod, as pemitted under the specitic uansition provistons 1n the
standard. The 1eclassifications and the adjustments aiising fiom the new leasing iules are therefore recognised in
the opening batance sheet on | Januaty 2019 The new accounting policies aie disclosed in note 2.

On adoption of IFRS 16, the company recognised lease liabilities in 1elation to leases which had picviously been
classified as "opeiating Icases” undet the principles of IAS 17 leases. These liabilities weie measuicd at the
present value of the 1emaming lease payments, discounted using the lessee's inciemental bornrowing 1ate as of |
January 2019, The weighted average lessec's inciemental boirowing iate apphed to the lease liabilities on 1
January 2019 was 2 7%

i) Practical expedients applied

In applying IFRS 16 for the fiist ime, the company has used the following pactical expedicnts pamiticd by the
standatd

a) Applying a single discount 1ate to a portfolio of leases with 1easonably similas chaacteristics.

b) Relying on previous assessments on whether leases aie oneious as an alteinative to peiform:ng an impaitment
review - thae were no onerous contiacts as at | January 2019

¢) Accounting for opeiating Icasces with a remaining lease tesm of less than 12 months as at | January 2019 as
short-lexm leases

d) Excluding intial duect costs for the measuiement of the 11ight-of-use asset at the date of imtial application.
The company has also clected not to 1eassess whethai a conttact 1s, o1 conlains a lease at the date of iniual

apptication. Instead, for contiacts entered into before the transition date the company relied on its assessment
made applying TAS 17 and IFRIC 4 Deteimining whether an Agieement contains a lease.

ii) Measurement of lease liabilities

2019

£ 000
Operating lease commitments disclosed as at 31 December 2018 370.
(Less) shoit-term leases not recogmsed as a habihity (5)
(L.ess) low-value assets not 1ecogmsed as a hability (64)
Nominal value of lease liabilities as at 1 January 2019 301
Discounting applied (6)
Present value of lease liabilities as at 1 January 2019 295

T'he notes on pages |18 to 47 form an integal pat of these financial statements
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27 Effect of adoption of IFRS 16 - Leases {continued)

Of which aie
2019
£000
Cuntent -
Non-cunsent - ’ : - 295
Total 295

iii) Measurement of right-of-use assets
The assocrated nght-of-usc assets for propeity leases weie measwed on a ictiospective basis as 1f the new ules
had always been applied. Other right-of-use assets were measuted at the amount equal to the lease liability,

adjusted by the amount of any piepaid or accrued lease payments 1elating to that lease tecognised in the balance
sheet as at 31 December 2018

iv) Adjustments recognised in the statement of financial position on 1 January 2019

" The change in accounting policy affected the following items in the statement of financial position as at |
Januvary 2019

* Rught-of-use assets - inciease by £295.000
* Lcase habilsties - increase by £295,000

The net impact on 1etained cainings on | Januaty 2019 was £nil

v) Lessor accounting

The company did not need to make any adjustiments to the accounting fo: assets held as lessor under opeiating
leases as a 1esult of adoption of IFRS 16,

The notes on pages 18 1o 47 foum an integral patt of these financial statements
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