‘Company Registration No. 02678296

IKOPLC

Annual Report and Financial Statements

For the year ended 31 December 2017

e e = e e

Wi |\||\\\|\|\\\\|\\|\\\\\\\| \|\

29/06/201 8
COMPANIES HOUSE

£ -




IKO PLC

ANNUAL REPORT AND FINANCIAL STATEMENTS 2017

CONTENTS : oo ) . Page
. .
Officers ax)d professional advisers ' ) N Co ’ 1
Strategic report : ’ ’ 2
Directors‘:report ’ R R ) o 4
-

Independent auditor’s report 7
Profit and loss account o ; 10
Balance shect . ‘ 11

) Statement of changes in equity . : ) 12

Notes to the financial statements ' B 13




IKO PLC

OFFICERS AND PROFESSIONAL ADVISERS

DIRECTORS

A Carlyle

F Hautman

I Koschitzky

H M Koschitzky

A B Williamson (resigned 28 June 2018)

SECRETARY
TCSS Lirmited

REGISTERED OFFICE

Appley Lane North
Appley Bridge
Wigan

Lancashirc

WNG6 9AB

AUDITOR.

Deloitte LLP
Statutory Auditor
Manchester
United Kingdom




TKO PLC

STRATEGIC REPORT -

introduction
The dircctors present their strategic report for the ycar ended 31 December 201 7.
Business review

The company is a leading manufacturer and supplier in the UK of waterproofing: materials, insulation and associated
products for the building and construction industry. It exports its products to over 30 countrics worldwide.

Turnover in 2017 was £2.8 million ahead of 2016. Gross profit as a percentage of turnover was 15.7% (2016: 21.5%)
and tolalled £12,945,000 (2016: £17,151,000). . ‘

Loss after tax of £646,000 (2016: profit of £3,339,000) was transferred from reserves (2016: transferred to reserves).

The company made a loss for the year this was due to the proportion of sales attributed to bought in product versus
manufactured product which was unusually skewed in 2017. The increased imports had a material impact on the
overall margin performance of the business. The opening of a new manufacturmg facility within the UK dunng 2018
will reduce the volume of product that the business imporls sxgmﬁcantly This is in line with the dircctors expectations
and considered satisfactory. Results are expected to mxpnove in future years,

Distributable rcserves are in a strong position totalling £33,116,000 (2016 £33,762,000) along with net assets which
total £32,657,000 (2016: £34,762,000). The performance of the company is deemed to be satisfactory.

Principal risks and uncertainties

The company’s principal risks are primarily centred around competition on sefling prices along with fluctuations in raw
material prices. Competition on sclling prices, including the availability of cheap imports from abroad have been, and
will continue to be a challenge to the company, whilst any fluctuations in raw material prices can have an impact on the
stability of the company’s cost base.

Raw material prices continue to be closely monitored by the company to ensure any risk in this area is minimised.
Despite this the business has continued to be effected by thc weakening of the pound that occurred as .a result of the
decision by the UK to leave (he European Union. A scarcity in the supply of a key raw material component also
adversely affected the company’s cost base for the year.

The company’s objective is to provide high quality products combined with excellent scrvice levels, Thc delivery of
this objective along with the strong relationships that the company maintains with its key customers has meant that
margins remained rclatively healthy in 2017; that said the raw material cost increase did mean the business did suffer
some margin crosion in-the ycar. : )

The company operates in a wide variety of markets and as such is cxposed to downturns in any one of these areas.
Howcver Lhe conipany’s ability to offer a wide range of products across new build and repairs and mamtcnance
activities, helps to mitigatc any such downturns in busincss.

The cofmpany 'is exposed to credit risk through. the financial failure of key customers. To mitigate this risk, the
company has implemented policies that require appropriate credit checks on potential customers before sales are made.
The amount of exposure 10 any individual counterparty is underwritten by credit insurance whete possible and any
uninsured cxposure is managed in accordance with group credit policics and procedures.

Staff retention is important to the company. The company seeks to employ high quality, professional and expencnced
pclsonnel and appreciates that the loss of key personnel could present opcrational difficulties for the company. The
company also believes in the training and development of their employees and operates both an internal management
training programme alongside a recognition incentive scheme to reward outstanding employee achievement.

The UK economy calendar year growth was 1.8% in 2017, down from 1.9% in 2016 and the weakest expansion since
the 1.5% growth seen in 2012, The slowdown presented some difficult trading conditions throughout the year; this is
expected to continue into 2018. Notwithstanding this, the dircctors are confident of the opclutlng effectiveness of the
company and consider the next fmancnal year to be a positive one.




IKO PLC

' STRATEGIC REPORT (continued)

Financial key pelrformancc indicators

Debtor days increased to-72 days from 59 days in 2016. Creditor days remained consistent with'2016 at 31 days.
Stock on average is turned at 6.2 timés a year, w_liich is also consistent with the 2016 average of 6.3 times.

Both Equity an-d Asset béscd ROCE witnessed a reduction on prior year due to decreascd EBIT levels,
Non-financial key performance indicators

The company uscs a variety of non-financial key performance measures, which include mcasuring On Time In Full
deliveries, order fulfilment, customer complaints, warranty claims and number of orders processed.

These measures are reported and reviewed weekly or monthly and most continue to show improvement.
Future devclopments

The directors expect the general level of aclivity to increase compared with 2017 in the forthcoming year albeit in the
challenging environment as set out above.

‘pproved by the Board irectors.
of the Board -

F Hautman
Director

29 June 2018

Appley Lane Norith
Appley Bridge
Wigan

- Lancashire

WNG 9AB




IXO PLC

DIRECTORS' REPORT

The directors present their annual report on the affairs of the company, the financial statements and auditor’s report for
the year ended 31 Deceiber 2017. Future developments are included within the Strategic Report.

Results and dividends *

1

The loss for the year, after taxation, amounted to £646,000 (26]6:‘ profit of £3,339,000). The directois have not
recommended (he payment of a dividend (2016: £nil).

Directors
The directors who served during the year and subsequently to the date of this report were:

A Carlyle

F Hautman

I Koschitzky

H M Koschitzky

A B Williamson (resigned 28 June 2018)

H M Koschitzky is an overseas based director and is not required to notify his interest in-group undertakings
incorporated outside Great Britain to the company. He has no beneficial interest in the share capital of the group
companies in Great Britain, F Hautman is also an overseas based director and has. no beneficial interest in the share
capital of group companies in Great Britain. Nonc of the directors had any declarable beneficial interest in the share or
loan capital of the company’s ultimate parent company, 1O Enterprises Limitcd.

Directors’ indemnities

The company has made qualifying third party indemnity provisions for the benefit of its directors which were made in
prior years and remain in force at the date of this report.

Dircctors’ responsibilities statement

The directors are responsible for preparing the Strategic Report, the Directors’ Report and the financial §tatemenfs in
. accordance with applicable law and regulations.

Company law requires the directors to prepare financial statements for each financial period. Under that law the
directors have elected to preparc the financial statements in accordance with Unitcd Kingdom Generally Accepted
Accounting Practice (United Kingdom Accounting Standards and applicable law) including FRS 102 “The Financial
Reporting Standard applicable in the UK and Republic of Iréland”. Under company law the directors must not approve
the financial. statcments unless they are satisficd 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. Tn preparing these financial slatements, the directors
are required lo:

e select suitable accounting policies and then apply them consistently;

e make judgments and accounting estimates that are reasonable and prudent;

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

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

The ‘directors are responsible for keeping adequate accounting records that are sufficient to show and cxplain 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 Companics Act 2006. They are also responsible
for safeguarding the assets of the company and hence for taking reasonable steps for the prevention and detection of
fraud and other irregularities. ’

Political and charitable donations .
Charitable donations in the UK totalled £7,000 (20.16: £9,000). No political contributions were made (2016: same).




1IKO PLC

DIRECTORS' REPORT (continued)

Financial risk management objectives and policies
The company's activities expose it to a number of financial risks including cash flow risk, credit risk and Jiquidity risk.
Cash Slow risk

The company’s activities expose it primarily to the financial risks of changes in foreign currency cxchange rates and
interest ratcs. Exchange rates and interest ratcs arc monitored on a regular basis by the dircctors, hedge accounting is
not adopted by the entity.

Credit risk
The company’s principal financial assets are bank balances and cash, trade and other receivables, and invesiments.

The company’s credit risk is primarily attributable to its trade receivables. The amounts presented in the balance sheet
arc net of allowances for doubtful reccivables. An allowance for impairment is made where there is an identified loss
event which, bascd on previous experience, is evidence of a reduction in the rccoverability of the cash flows.

The company has no significant concentration of credit risk, with exposure spread over a large number of
counterparties and customers. Furthermore, the company insures it§ debtors to mitigatc the risk of non-payment further.

Liquidity risk

In order to maintain liquidity to ensure that sufficient funds are available for ongoing operations and future
developments, the company uses a mixturc of long-term and short-term debt finance.

Further details regarding liquidity risk can be found in the accounting policies in the financial statcments.

Going concern

The company's business actlvmes, together with the factors likely to affect its fut‘uxc dcvelopmem and its key risks are
described in this report and the Strategic Report. '

The company has considerable financial resources together with long term contracts with a number of customers and
supplicrs -across different geographic arcas and business scctors. As a consequence, the directors belicve that the
company is well placed to manage its business risks successfully despite the current uncertain cconomic outlook.

After makmg enquiries, the direclors have a reasonable expectation that the company has adequate rcsources (0
continue in operational existence for the foreseeable future. Accordingly, they continue to adopt the going concern
basis in preparing the annual report and financial statements. Further details regarding the adoption of the going
concern can be found in the accounting policies note.

Research and development activities

The company seeks to enhance the performance of its products through continuous improvements and quality control
in order to meel evolving building design criteria and expected European building standards.

Employee consultation -

The company has continued to place a Iugh priority on the training and development of its emiployees and consxderablc
emphasis has been placed on reviewing and improving health and safety procedures.

The board recognises the need for cffective communication with the involvement of employces to ensure good
relations and the improvement of the company performance and will continue to hold briefi ings- and presentations when
required.

Disabled employees

Applications for employment by disabled persons are always fully considered, bearing in mind the abilities 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. [t is the policy of the company that
the training, career development and promotion of disabled persons should, as far as possible, be identical to that of
other cmployees.




IKO PLC

DIRECTORS' REPORT (continued)

Auditor
. In the case of each of the persons who are directors of the company when this réport was approved:

o so far as cach of the direclors is aware, there is no relevant audit information of which the company's auditor is
unaware; and

o the director has taken all the steps that he ought to have taken as a director in order to make himself aware of
any relevant audit information and to establish that the company's auditor is aware of that information,

This confirmation is given and should be interpreted in accordance with the provisions of s418 of the Companies Act
2006.

The auditor, Deloitte LLP, have expresscd their willingﬁess to continue as.auditor of the company.
Post balance sheet events

There have been no significant events affecting the company since the yéar énd.

afd of Directors
alf)of the Boaigd

" Director
29 Junc 2018

Appley Lane North
Appley Bridge
Wigan

Lancashire

WNG 9AB




INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF 1KQ PLC

9
Report-on the audit of the financial statements

Opinion _
In our opinion the financial statements:

o givea true and fair view of the state of the company’s affairs as at 3] December 2017 and of its loss for the
year then ended; ' N

o have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Practice
including Financial Reporting Standard 102 “The Fmancml Reporting Standard applicable in the UK and
Republic of Treland™; and

o have been prepared in accordance with the requircments of the Companies Act 2006.

We have audited the financia! statcments of TKO PLC (the ‘company’) which comprisc:

the profit and loss account;
the balance shect;

.the statement of changes in eqmty, and
the related notes- 1 to 24.

The financial reporting framework that has been applied in their preparation is appl}cable Jaw and United Kingdom
Accounting Standards, including Financial Reporting Standard 102 “The Financial Reporting Standard applicable in -
the UK and Republic of Ireland” (United Kingdom Generally Accepted Accounting Practice).

Basis for opinion

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

We are independent of the company in accordance with the ethical requirements that are relevant to our audit of the
financial statcments in the UK, including the FRC’s Ethical Standard, and we have fulfilled our other ethical
responsibilities in accordance with thesc requnements We belicve that the audit evidence we have obtained is
sufficicnt and appropriate to provide a basis for our opinion.

Conclusions relating to going concern
We are rcquired by ISAs (UK) to report in respect of the following matters where:

o the directors’ use of the gomg concern basis of accountmg in pxcpalauon of the financial statements is not
appropriate; or

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

We have nothing to report in respect of these matters.




INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF IKO PLC (contiﬁucd)

~Other information

The dircctors are responsible for the other information. The other information comprises the information included in
the annual reporl, other than the financial statements and our auditor’s report thesreon. Our opinioin on the financial
statements does not cover the other information and, except to the extent otherwise cxplicitly stated in our report, we
do not cxpress any form of assurance conclusion thereon.

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

We have nothing 10 report in respect of these matters.
Responsibilities of directors

As explained more fully in the directors’ responsibilities statement, ‘the direclors are responsible for the preparation of
the financial statements and for being satisfied that they give a true and fair view, and for such internal control as the
directors detcrmine is nccessary to cnable the preparation of financial statements that are free from material
misstatement, whether due to fraud or error.

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

Auditor’s responsibilities for the audit of the financial statements

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

A fusther description of our responsibilitics for the audil of the {inancial statcments is located on the Financial
Reporting Council’s website al; www.frc.org.uk/auditorsresponsibilitics. This description forms part of our auditor’s
report.

Use of our report

This report is made solely to the company’s members, as a body, in accordance with Chapter 3 of Part 16 of the
Companies Act 2006. Our audit work has been undertaken so that we might state to the company’s members those
matters wc are required Lo 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.

Report on other legal and regulatory r‘cquiréments
Opinions on other matters prescribed by the Companies Act 2006
In our opinion, based on the work undertaken in the course of the audit:

e the mformatlon given in the stratcgic repoﬂ and the directors’ report for the fmancnal year for whlch the
financial statements are preparcd is consistent with the financial statements; and

e the strategic rcport and the directors’ report have been prepared in accordance with applicable Iegal
requircments. :

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




INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF 1KQ PLC (continued)

Matters on which we are required to report by exception )
Under the Companies Act 2006 we are required to report in respect of the following matters if, in our opinion:

e adequate accounting records have not been kept, or returns adcquate for our audit have not been received from’
branches not visited by us; or

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

o certain disclosures of directors’ remuncration specified by law are not madc; or

o we havc not received all the information and explanations we require for our audit.

We have nothing to report in respect of these matters.

Jane Boardman BSc FCA (Senior Statutory Auditor)
for and on behalf of Deloitte LLP i

Statutory Auditor
Manchester, United Kingdom ' : .

Date: 29 June 2018




IKO PLC

PROFIT AND LOSS ACCOUNT
For the year ended 31 December 2017

Turnovér

Cost of sales

Gross profit

Distribution costs

Administrative.expenses

(Loss)/profit on disposal of tangible fixed assets

Operatin_g (loss)/profit

Interest receivable and siiilar income
Interest payable and cxpenses

(Loss)/profit hefore tax
Taxation on (loss)/profit

(Loss)/profit after tax

Note

2017 2016
£2000 £2000
82,436 79,617

- (69,491) (62,466)

12,945 17,151
(9,709) (9,420)
(4,550) (3.817)
s - 4
(1,389) 3,918
1,494 413
(573) (770)
(468) 3,561
(178) (222)
(646) 3,339

There were no recognised incomeé or-expenses for 2017 of 2016 other than those included in the profit and loss account

and accordingly no separate statement of other comprehensive income is presented.

The notes on pages 13 to 27 form part of thesc financial statements.

10




IKO PLC

BALANCE SHEET
As at 31 December 2017
Note ) ) 2017 2016
£°000 £000
FIXED ASSETS
Goodwill ) 10 , 953 -
‘Tangible assets il . 21,484 . 19,534
Tnvestments 12 ) ' - 2,650
22,437 22,184
CURRENT ASSETS ) :
Stocks : 13 . 11,413 9,917
Debtors : 14 29,887 24,135
Cash at bank . 2,881 9,482
NET CURRENT ASSETS 44,181 43,534
CREDITORS
Amounts falling due within one year 1S - (33,459) (13,628)
- NET CURRENT ASSETS ’ 10,722 29,906
TOTAL ASSETS LESS CURRENT .
LIABILITIES : . : 33,159 52,090
CREDITORS ‘
Amounts falling due after more than one year 16 - o (16,931)
* PROVISIONS FOR LIABILITIES 18 . (502) ‘ 397)
NET ASSETS ' 32,657 34,762
CAPITAL AND RESERVES . .
Called-up share capital C 19 1;000 1,000
Profit and foss account . 33,116~ 33,762
Merger reserve ' . (1,459) -
SHAREHOLDERS® F‘UNDS ' ' 32,657 34,762

The financial statements of IKO plc (Registration Number 02678296) were approved and authorised for issue by the
Board and were signed on its behalf by: . )

The notes on pages 13 form part of these financial statements.

F Hautman
Director

29 June 2018

I




IKO PLC

STATEMENT OF CHANGES IN EQUITY
For the year ended 31 December 2017

Called~up Profit and

share loss  Merger Total

capital account reserve equity

£000 £000 £,000° £:000

At 1 January 2016 e 1,000 30,423 - ©31,423

Profit for the year and total comprchensive income for the . ]

year : . . .- 3,339 . - 3,339

At 31 December 2016 - 1,000- 33,762 - - 34,762

Lass for the year and total comprehensive expense for the

year ' i " - (646) : (646)
Transfer from fixed assets investments (note 12) ©o- - (1,459 (1,459).

At 31 December 2017 : 1,000 33,116 - (11,459) 32,657

The notes on pages 13 to 27 form part of these financial statements.




IKO PLC

NOTES TO THE FINANCIAL STATEMENTS
For the year cnded 31 December 2017

1.2

1.3

14

Accounting policies
Basis of preparation of financial statements

The company is a private company limited by sharcs, incorporated in the United Kingdom under the Companics

. Act 2006 and registered in England and Wales. The registered office is Appley Lane North, Appley Bridge,

Wigan, WNG 9AB.

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

The functional currency of IKO ple is considered to be pounds sterling because that is the currency of the
primary economic environment in which the company operates.

The preparation of financial statements in compliance with FRS 102 requires the use of certain critical
accounting estimates. 1t also 1cqunes management to cxercise _|udgcmcnt in applying the company’s accounting
policies (see note 2).

The following principal accounting policies have been applicd consistently in the current and prior ycars.

Financial reporting standard 102 — reduced disclosure exemptions

The company has taken advantage of the following disclosure exemptions in preparing thesc financial
statemcnts, as permitted by thc FRS 102 “The Financial Reporting Standard applicable in the UK and Republic
of Ircland™

o the requirements of Section 33 Relaled Party Disclosures with reference to remuneration of key
‘management personnel; : '

o the requirements of Section 7 Statement of Cash Flows; and

o  the requircments of Scction 11 and 12 Financial Tnstruments.

This information is included in the consolidated financial statements of IKO U.K, Limited as at 31 Dceember
2017 and these financial statements may be obtained from the company’s registered office as (see note 24 for
further details).

Going concern

The company’s business activities, together with the factors likely to affect its future development, performance
and position arc sel out in the strategic report. The company has made a loss of £0.6m, but is in a net current
assets position of £10.7m and a nct assets position of £32.7m. The company has cash of £2.9m at the year end.
The directors® report further describes the entities cash flows, liquidity position and borrowing facilities; the
company’s objectives, policies and processes for managing its capital; its financial risk management objectives;
and its exposure to credit risk and liquidity risk.

The company has adequate financial resources along with a diverse spread of customers and suppliers. There is
no overreliance on any single customer or supplicr, and as 4 consequence the directors belicve that the company
is well placed to manage its busincss risks successfully despite the current cconomic cnvironment,

The directors have a reasonable expectation thal the company has adequate resources to continue in operational
existence for the foreseeable future. Thus they continue to adopt the going concern basis of accountmg in
preparing the annual financial statements.

Retated party transactions

As the company is a wholly owned subsidiary of (KO UK. Limited, it has taken advantage of the exemption
contained within FRS 102 Section 33 in relation to balances and transactions between other wholly-owned
entitics within the group headed by IKO U.K. Limited Group.

13




IKO PLC

NOTES TO THE FINANCIAL STATEMENTS (continued)
For the year ended 31 December 2017

1.5

1.6

1.7

1.8

1.9

Accounting policies (continued)
Revenue recognition

Revenue is recognised to the extent that the company oblains the right to consideration in exchange for its
perforimance. Revenue is measured at the value of the consideration received, cxcluding discounts, rebates,
value added taxes or duty. The following criteria must also be met before revenue is recognised:

Sales of goods

Revenue from the sale of goods is recognised when the significant risks and rewards of ownership of the goods
have passed to the buyer, usually on dispatch of the goods. .

Interest income

‘Revenue is recognised as interest accrues using the cffective interest rate method.

Dividends
Revenue is recognised when the company's right to receive payment is established.

Operating leases

" Rentals paid under operating leases are charged to the profit and loss account on a straight linc basis over the

period of the lcase. Benefits received and reccivable as an incentive to sign an operating lease are recognised on
a straight line basis over the period until the date the rent is expected to be adjusted to the prevailing market
rate, . ’ .

Research and development
All expenditure is charged to the profit and loss account as incurred.
Goodwill

Goadwill, representing the excess of the purchase price over the fair value of thc nel asscts acquired is
capitalised and amortisation is calculated so as to write off the cost of an asset, less its estimated residual value,
on a straight line basis over the life of the assét. It is written off on a straight line basis over 5 years as in the

" opinion of the directors this represents the periad over which goodwill is effective. It is reviewed for

impairment at the end of the first full financial year following the-acquisition and annually thercafier.

Tangible fixed asscts '

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

The company adds to the carrying amount of an item of fixed assets the cost of replacing part of such an item
when that cost is incurred, if the replacement part is cxpected to provide incremental future benefits to the
company. The carrying amount of the replaced part is derecognised. Repairs and maintenance are gllargcd to
profit and loss during the period in which they are incurred. .

Land is not depreciated. Depreciation on other assets is charged so as to allocate the cost of assets less their
residual value over their estimated useful lives, as noted below.

The estimated useful lives range as follows:
Freehold property - S0 years

Plant & machinery - 3 to 15 years

_ The asscts' residual values, useful lives and dcpreciation methods are reviewed, and adjusted prospectively if

appropriate, or if there is an indication of a significant change since the last reporting date.

Gains and losses on disposals are determined by comparing the proceeds with the carrying amount and are
recognised within 'other operating income' in the profit and loss account.

14
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N

'NOTES TO THE FINANCIAL STATEMENTS (contmued)
Fo: the year ended 31 December 2017

1.10

1.1

1.12

113

Accounting policies (continued)
Stocks *

Stocks are stated at the lower of cost and net realisable value Cast includes all costs Tncurred in bringing. each
product to its present location and condition.

Raw materials, consumables and goods for resale arc valued ona purchasc cost on a first in, first out basis.

Worl in progress and finished goods are valued on the basis of the cost ot" direct materials and labour plus -
attributable overheads based on a normal level of activity.

Cash and cash equivalents

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

Formgn currencies

Transactions in forcign currencies are recorded using the rates of cxchange ruling at the date of the transaction.
Monctary assets and liabilities denominated in foreign currencies are translated using the rates of exchange
ruling at the Balance Sheet date. Exchange differences arc reflected in the results for the year.

Financial instruments

Financial assets and financial liabilities are recognised when the company becomes a parly to the -contractual
provisions of the instrument.

Financial liabilities and equity instruments are classified according to the substance of the contractual
arrangements cntered into. An equity instrument is any contract lhat evidencesa residual interest in the assets of
the company after deducting all of its liabilitics.

) Financial assets and liabilities

All financial assets and liabilities are initially measured at transaction price (including transaction costs), except
for those financial asscts classificd as at fair value through profit or loss, which are initially measurcd at fair
value (which is normally the transaction price excluding transaction costs), unless the arrangement constitutes a
financing transaction. If an arrangement constitutes a financing transaclion, the financial asset or financial
liability is measured at the prescnt value of the futurc payments discounted at a market rate of intcrest for a
similar debt instrument.

Financial assets and liabilities are only offset in the statement of financial position when; and only when there
cxists a lcgally enforceable right to set off the recognised amounts and the company intends either to settle on a
net basis, or to realise the assct and settle the liability simuitancously.

Debt instruments which meet the following conditions are subsequently measurcd dt amortiscd cost usmg the
cffective interest method:

(a)  The contractual return to the holder is (i) a fixed amount; (ii) a positive fixed rate or a positive variable
rate; or (iil) a combination of a positive or a negative fixed rate and a positive variable rate.

(b)  The contract may provide for repayments of the principal or the return to the holder (but not both) to be
linked to a single relevant observable index of general price inflation of the currency in which the debt
instrument is denominated, provided such links arc not leveraged.

(¢)  The contract may provide for a detcrminable variation of the return to the holder during the life of the
instrument, provided that (i} the new ratc satisfies condition (a) and the variation is not contingent on
future events other than (1) a change of a contractual variable rate; (2) to protect the holder against credit
dcterioration of the issucr; (3) changes in levies applicd by a central bank or arising from changes in
relevant taxation or law; or (ii) the new ratc is a market rate of intcrest and satisfies condition (a).
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IKO PLC

NOTES TO THE FINANCIAL STATEMENTS (continued)

For the year ended 31 December 2017

Accounting policies (continued)
Financial instruments (continued)
(i)  Financial assets and liabilities (con!im'led)

(d)  Therc is no contractual provisi({n that could, by its terms, result in the holder losing the principal amount
or any intercst attributable to the current period or prior periods.

(e)  Contractual provisions that permit the issuer to prepay a debt instrument or permit the holder to put it
back to the issuer before maturity are not contingent on future events, other than to protect the holder
against the credit deterioration of the issuer or a change in control of the issuer, or to protect the holder or
issuer against changes in levies applied by a central bank or arising from changes in relevant taxation or
law,

f Contractual provisions may permit the extension of the term of the debt instrument, provided that the
: return to the holder and any other contractual provisions applicable diring the extended term satisfy the
conditions of paragraphs (a) to (c).

Debt instruments that arc classified as payable or receivable within one year on initial recognition and which
meet the above conditions are measured at the undiscounted amount of the cash or other consideration expected
to be paid or received, net of impairment, '

Commitments to make and receivc loans which mect the conditions mentioned above arc measurcd at cost
(which may be nil) less impairment.

Financial assets arc derecognised when and only when a) the contractual rights to the cash flows from the
financial asset cxpire or are settled, b) the company transfers to another party substantially all of thc risks and
rewards of ownership of the financial asset, or c) the company, despite having retained some, but not all,

- significant risks and rewards of ownership, has transferred control of the asset to another party.

Financial liabilities are dcrecogmscd only when the obligation specified in the contract is discharged, cancelled
or cxpires. ’ ‘

(i) Equity instruments

Equity instruments issucd by the company are recorded at the fair valuc of cash or other resources received or
rcceivable, net of dircet issuc costs.

(iii)  Investments
Investments in subsidiaries are measured at cost less impairment.
Impairment of assets

Assets, other than those measured at [air value, are assessed for indicators of impairment at each balance sheet
date. If there is objective evidence of impairment, an impairment loss is recognised in profit or loss as described
below.

Non-financial assets

An asset is impaired wheré there is objective evidence that, as a result of one or more events that occurred after
initial recognilion, the estimated recoverable value of the asset has been reduced. The recoverable amount of an
asset is the higher of its fair value less costs to sell and its valuc in use.

Where indicators exist for a decrease in impairment loss, the prior impairment loss is tested to determine
reversal. An impairment loss is rcversed on an individual inmipaired asset to the extent that the revised
recoverable value does not lead to a revised carrying amount higher than the carrying value had no impairment
becn recognised.

Financial assels

For financial assets carricd at amortised cost, the amount of impairment is the difference betwecn the asset’s
carrying amount and the present value of estimated futurc cash flows, dlscounted at the financial asset’s original
effective intercst rate,
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IKO PLC

NOTES TO THE FINANCIAL STATEMENTS (continued)
For the year ended 31 December 2017

1.
1.13

1.14

1.15

1.16

Accounting policies (continued)
Financial instruments (continued)
Financial assels (continued)

For financial .assets carried at cost less impairment, the impairment loss is the difference between the asset’s
carrying amount and the best estimate of the amount that would be received for the asset if it were to be sold at
the reporting date. '

Where indicators exist for a decrease in impairment loss, and the decrease can be related objectively to an event
occurring after the impairment was recogniscd, the prior impairment loss is tested to determine reversal. An
impairment loss is revcrsed on an individual impaired financial assct to the extent that the revised recoverable
value does not lead to a revised carrying amount higher than the carrying value had na impairment beeri
recognised. N

The company only enters into basic financial instruments transactions that result in the recognition of financial
assets and liabilities like trade and other accounts receivable and payable, and loans to and from related parties.

Financial assets that are mcasured at cost and fair value arc assessed ‘at the end of each reporting period for
objective evidence of impairment. If objective evidence of impairment is found, an impairment loss is recognised
in the profit and loss account.

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

.

Finance costs

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

Current and deferred taxation

The tax expense for the year comprises current and deferred tax. Tax is recognised in the profit and loss account,
except that a change attributable to an item of income and expense recognised as other comprechensive income or
to an item rccognised directly in cquity is also recognised in other (.omprehcnslve income or directly in equity
respectively.

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

Deferred taxation is recognised without discounting, in respcet of all timing diffcrences between the treatment of
certain items for taxation and accounting purposes which have arisen but not reversed by the balance sheet date,
except as otherwise required by FRS 102.

Pensions

The company participates in a group wide pension scheme providing benefits based on final pensionable pay
which is closed to future accrual.. The assets of the scheme are held separately from those of the company.. The
company is unable to identify its share of the underlying assets and liabilities of the scheme on a consistent and
reasonable basis. and therefore, as permitted by FRS 102, accounts for the scheme as if it were a defined
contribution scheme. As a result, the amount charged to the profit and loss account represcnts the contributions
payable to the scheme in respect of the accounting period.

The company also participates in three group-wide defined contribution pension schemes. The assets of the
schemes are held separately from those of the company. The amount charged to the profit and loss account
represents the contributions payable to the schemes in respect of the accounting per iod.




" IKO PLC

NOTES TO THE FINANCIAL STATEMENTS (continued)
For the year ended 31 December 2017

2,

Critical accounting judgements and key sources of estimation uncertainty .

" In applying the company’s accounting policies, the dircctors are required to make judgements, estimates and

assumptions in determining the carrying amounts of assets and liabilities. The directors’ judgements, estimates
and assumptions are based on the best and most reliable evidence available at the time when the decisions are
made and arc based on historical experience and other factors that are considered to be applicable. .Due to the
inherent subjectivity involved in making such judgements, the actual results and outcomes may differ.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting cstimates
are rccognised in ‘the period in which the estimate is revised, if the revision affects only .that period, or in the

period of the revision and future periods if the revision affects both current and future periods.

Critical judgements in applying the co'mpany‘s accounting policies

- The critical judgements that the directors have made in the process of applying the company's accounting policics

that have the most significant effect on the amounts recognised in the statutory financial statements are discussed
below. : .
Assessing indicators of impairment

In assessing whether thére have been any indicators of impaired assets,-the directors have considered both
exlernal and internal sources of information such as market conditions, counterparty credit ratings and expcrience
of recoverability. There have been no indicators of impairments identified during the current financial year.

Key sources of estimation uncertainty

The key assumptions concerning the future and other key sources of estimation uncertainty, that have a significant
risk of calising a material adjustment to the carrying amounts of assets and liabilitics within the next financial year
are discussed below.

Determining the stock provision

The company includes stock provisions for slow moving and obsolete stock. Management undertake an
assessment of which stocks are no longer economically feasible, based on seasonal and consumer performance,
before allocating the necessary provisions to bring the stock valuation in line with the accounting policy stated

‘above. There is a stock provision in place of £193,000 (2016: £210,000).

Turnover

The turnover and profit before taxation are attributable to the one pi‘incipal activity of the company. An analysis
of turnover by geographical market is given below:

2017 2016

£2000 £000

United Kingdom ’ . . _ 74824 - 73,179
Rest of Europe ) 6,925 5,356
Rest of the world 687 1,082
82,436 79,617
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KO PLC . A : :

NOTES TO THE FINANCIAL STATEMENTS (continued)
For the year ended 31 December 2017

4, (Loss)/profit on disposal of tangible fixed assets

2017 2016

£2000 .£°000

(Loss)/profit on disposal of tangiblc fixed assets _ ' _ (75) 4

S. Operating (loss)/profit

The operating (loss)/profit is stated after charging/(crediting):

2017 2016

£000 _ £°000

Depreciation of owned assets . 2,253 2,131

Amortisation of goodwill (note 10) ) 238 -

- Loss/prafit) on disposal of tangible fixed asscts 75 4)

Auditor’s remuneration for audit services ) 37 51

Foreign exchange loss . 87 317

Pension contributiohs , - 1,607 1,576

Non audit fees payable to Deloitte LLP were £8,000 (2016: £nil) in relation to tax compliance.

6. Employees

2017 2016 -
£°000 £2000
Wages and salaries , o 11,100 10,385
Social security costs _ i 1,113 1,070
Other pension costs (note 23) . - 1,607 1,576
13,829 13,031

The average monthly number of employees (including dircctors) was: -

2017 2016
No . No
Production ' - 158 © 146
Selling ) v 116 - 113
Administration 40 39
314 298




IKO PLC.

NOTES TO THE FINANCIAL STATEMENTS (continued)
For the year ended 31 December 2017

6. Employees (continued)

Directors’ cmoluments
Company contributions to pension schemes

2017 2016
£2000 £000
291 313
30 30
32] 343

Dm:ing the year retirement bencfils werc accruing to 2 directors (2016 - 2) in respect of defined contribution

pension schemes.

The highest paid director received remuneration of £156,000 (2016: £160,b00).

The value of the company’s contributions paid to a defined benefit contribution pension scheme in respect of

the highest paid director amounted to £16,000 (2016: £14,000).

7. Interest receivable and similar income

Deposit account interest received
Interest on loans to group undeitakings
Income from fixed asset investments (see note 12)

8. Interest payableand similar expenses

Other interest payable :
Interest on loans to group undertakings

2017 2016
£2000 £2000
18 45
216 368
1,260 )
1,494 413
2017 2016
£000 £2000
; 2
573 768
573 770
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IKO PLC

NOTES TO THE FINANCIAL STATEMENTS (contmued)
For the year ended 31 December 2017

9. Taxation

Corporation tax
Current tax on profits for the year
Adjustments in respect of previous periods

Total current tax .
Deferred tax

Origination and reversal of ti mmg differences
Changes in tax rates

Adjustments in respect of previous periods

Total current tax

Factors affecting current tax charge in the year:

2016

2017
£2000 £2000
- 588

73 (61)
73 527
(86 (32)
(15) (20)
1206 (253)
178 222

The standard rate of tax for the year, based on the average UK standard ratc of corporation tax, iis 19.25%
(2016: 20.00%). The actual current tax charge for the current year and charge for the preceding year is

higher (2016: lower) for the reasons set out in the following reconciliation:

(Loss)/profit before tax

(Loss)/profit multiplied by standard rate of corporation tax in the UK of

'19.25% (2016: 20.00%)

Effects of:

Expenses not deductible for tax purposes
Investment income not chargeable for tax purposes
Adjustments in respect of previous periods

‘Other timing differences

Group relief swrrendered

Changes in tax rates

Transfer pricing adjustments

Total tax charge for the year

Factors that may affect future tax charges

2016

2017
£000 . £°000
(468) 3,561
" (90) 712
. 229 189
(243) -
279 . (314)
28 @)
- (332)
(15) (20)
-0 (1)
178 222

The Finance Act. 2016, which was substantively enacted in September 2016, included provisions to reduce
the rate of corporation tax to 17% with effect from | April 2020. As this legislation was substantively
enacted at year end the mlpact of the rate change is reflected in the tax provisions reported in these accounts.
Accordingly, deferred tax balances have been calculated at the ratc of 17% in these accounts. To the extent
that the deferred tax reverses before 1 April 2020 then. the impact on the net deferred tax asset will be

reduced.
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IKO PLC

NOTES TO THE FINANCIAL STATEMENTS (contmued)
For the yeat énded 31 December 2017

10.  Goodwill

Cost
At | January 2017
Transferred from fixed asset investments (note ]2)

At 31 December 2017

Amortisation

At 1 January 2017
Charge for the year
At 31 December 2017

Net book value
At 31 Deccmber 2017

At 3] December 2016

Total
£000

1,191

1,191

238

238

953

‘Amounts transferred from fixed asset investments are in relation to the amounts adjusted on hive up from

investments and reclassified to goodwill.

11. Tahgiblc fixed assets

Cost

Atl J'mudly 2017
- Additions

Disposals
At 31 December 2017

Depreciation
At 1 January 2017

‘Charge for the year
Disposals

At 31 Décember 2017

Net book value
At 31 December 2017

At 31 December 2016

Freehold -
land and  Plant and »
buildings machinery - ~ Total
£000 £000 ~ £000
10,370 31,970 42,340
3,693 594 4,287
- (164) (164)
14,063 32,400 46,463
2,219 20,587 22,806
281 1,972 2,253
- (80) (30)
2,500 22,479 24,979
11,563 9,921 21,484
8,151 11,383 19,534
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IKO PLC

NOTES TO THE FINANCIAL STATEMENTS (continued)
For the year ended 31 December 2017

.

12, Fixed asset investments

Cost

At 1 January 2017
Transferred to goodwill (note 10)

Transferred to merger reserve

At 31 Décember 2017

Net book value
At 31 December 2017

‘At 31 December 2016

Investments
in subsidiary
_companies

£°000

2,650
(1,191)
(1,459)

46,463

—_———

2,650

IKO plc owns 50% of the. issued ordinary share capital of Ruberoid International Limited (Registered
-address: Appley Lane North, Appley Bridge, Wigan, Lancashire, WN6 9AB) another IKO group company.
The tariying value of this investment at 31 December 2017 was £nif (2016; £nil). During September 2016
IKO plc acquired 100% of the issucd share capital of Pure Asphalt Limited (Registered address: Burnden
Works, Burnden Road, Bolton, Greater Manchester, BL3 2RD), a company registéred in England and
Wales. During the year, the trade and assets of Pure Asphalt Limited were hived up into the company and
the cost of investment totalling £2,650,000 was transferred to goodwill and merger reserves. The goodwill

was limited to that at the datc of acquisition,

. The company is consolidated in the financial statements of its parent IKO U.K. Lmnted which are publicly
available, see note 25 for further details, therefore no consolidated financial statements have been prepared

by IKO ple.
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" IKO PLC

NOTES TO THE FINANCIAL STATEMENTS (continued)
For the year cnded 31 December 2017

13.  Stocks

Finished goads and goods for resale
Raw materials and consumables

¥

The replacement.cost of stock is equal to their carrying amount.

14. Debtors

Due aftér more than one year
Amounts owed by group undertakings
Due within one year

Trade vdebtors

Amounts owed by group undertakings

Other debtors
Prepayments

Total debtors

balances attract interest of 3.5% per annurh (2016: same),

2017 2016
£000 £2000
9,232 7,958
2,181 1,959

11,413 9917 -
2017 2016
£2000 £000
- 6,765
20,074 14,744
8,116 1,417
212 217
1,485 992
.. 29,887 17,370
* 29,887 24,135

The amounts owed. by group undertakings are due to be repaid in instalmerits by 31 December 2018. The
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IKO PLC

NOTES TO THE FINANCIAL STATEMENTS (continued) -
For the year ended 31 December 2017

"15.  Creditors: Amounts falling due within one yeér

Trade creditors .
Amounts owed to group undertakings
Corporation tax

Taxation and social security

Other creditors

Accruals and-deferred income

16.  Creditors: Amounts f;illing due after more than one year

Amounts owed to group ﬁndeltakings
The interest rate on amounts owed (o group undertakings is 3.5% (2016: 3.5%).

17.  Leasing-agreements

Minimum lease payments under non-cancellable operating leases fall due as follows:

Within onc year
. Between one and five years

2017 2016
£2000 £000
2,687 3,001
22,815 2,860
- 588
1,729 1,598
4,615 3,284
1,613 2,207
33,459 13,628
2017 2016
£'000 £2000
- 16,931
2017 2016
£000 - £000
.9 37
136 20
145 57

Amounts charged to the profit and loss account in respect of operating leases totalicd £68,000 (2016: £58,000).
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NOTES TO THE FINANCIAL STATEMENTS (continued)
For the year ended 31 December 2017

18.

19.

20.

21,

Provision for liabilities

Deferred
' tax
£°000
At | January 2017 397
Credit in the year , 101
Adjustments in respcct of previous periods (206)
At 31 December 2017 " (502)
The deferred tax liability is made up as follows: '
' 2017 2016
£2000 £°000
Accclerated capital allowances ‘ . ‘ ) (560) (403)
Other timing differences ] 58 . 6
(502) (397)
Share capital
2017 2016
: £000 £000
Allotted, called-up and fully paid :
1,000,000 Ordinary shares of £1.00 each . 1,000 1,000

Ordinary shares have equal voting rights and rank équally on distribution.

Reserves
Profit & loss account
Profit and loss account includes all current and prior year retained profits and losscs.

Merger reserve

The merger reserve was.created on hive up of the trade and assets of Pure Asphalt Limited in the current ycar.

Capital commitments

At 31 Dccember 2017 the company had capital commitments as follows:

2017
£000
Contracted for but not provided in these l

financial statements . 261

2016
£2000

3,100

26




IKO PLC

NOTES TO THE FINANCIAL STATEMENTS (continued)
For the year ended 31 Decéember 2017

22,

23.

24,

25.

Coniingent liabilities

The company has granted a charge over its premises at Appley Bridge to the Ruberoid PLC Staff Pension
Scheme Lo secure future obligations of ils parent company and fellow subsidiarics to the scheme.

Pension commitments

The company paiticipates in the Ruberoid PLC Staff Pension Scheme. This is a defined benefit scheme which
was closed to new members in April 2003.

As the Ruberoid PLC Staff Pension Scheme is run for the IKO UK Limited group as a whole, the company is
unable to identify its share of the scheme assets and liabilities on a consistent and reasonable basis. Hence, as
permitted by FRS 102, the scheme is accounted for in these financial statements by the company as if the
scheme was a defined contribution scheme.

At 31 Dccember 2017, the scheme had a deficit on an FRS 102 basis of £19,635,000 (2016: £25,747,000).
Full disclosure is contained within the financial statements of the company’s intermediate parent company,
IKO U.K. Limited.

During the ycar the company contributed £599,000 (2016: £567,000) to thc Ruberoid Plc Staff Pension
Scheme. There were contributions outstanding at 31 December 2017 of £51,000 (2016: £47,000).

The company also parlicipates in a defined contribution schcmé for employees being the IKO Group Flexible
Retirement Plan. During the year the company contributed £1,008,000 (2016: £1,009,000) to those schemes.
There were contributions outstanding at 31 December 2017 of £77,000 (2016: £75,000).

Related party transactions

The company has taken advantage of the exemption under FRS 102 section 33 not to provide information on
related party transactions with other undertakings within the TKO UK. Limited group.

The company has a loan balance with IKO Sales Limited, a fellow subsidiary of IKO Enterpriscs Limited. The
carrying value of this loan at 31 December 2017 was £7,000,000 (2016: £7,000,000).

During the year the company traded with IKO Europe NV on normal commercial terms. At the balance sheet
date net amounts due to IKO Europe NV totalled £1,081,000 (2016: £1,751,000).

During the current and prior year the company paid expenscs on behalf of IKO Insulations UK Limited, a
member of the wider IKO group. At 31 December 2017 the carrying value of the balance duc from. IKO'
Insulations UK Limited was £nil (2016: £ml)

During the current and prior year the company traded with the following cntities which are fellow subsidiaries
of the wider IKO Enterprises Limited Group; the year end balances are included within amounts owed by
Group undertakings within debtors due within one year: [KO Insulations Limited £20,000 (2016: £22,000),
British Asphalt and Bitumen Limited £88,000 (2016: £87,000). -

During the current and prior year the company traded with the following entities which are fellow subsidiaries
of the wider 1KO Enterprises Limited Group; the year end balances are included within amounts owed to
Group undertakings within Creditors: Amounts falling due within onc year: 1KO Insulations Limited
£200,000 (2016: £151,000), IKO Insulations SAS £2,303,000 (2016: £388,000), IKO Sales International NV
£20,000 (2016: £7,000) and KO Europe NV £1,081,000 (2016: £1,040,000).

Ultimate controlling party

The company’s ultimate parent cdmpany is [KO Entcrprises Limited, a company incorporated in Canada, and
its immediate parent company is TKO Holdings Limited (Registered address: Appley Lanc North, Appley
Bridge, Wigan, Lancashirc, WN6 9AB).

1IKO U.K. Limited is the parent undertaking of the smallest and largest group of undertakings of which the
company is a member and for which group financial statements arc prepared. Copies of these financial
statemcnts may be obtained from the Company Secretary at the following address: Appley Lane North, Appley
Bridge, Wigan, Lancashire, WN6 9AB -
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