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1KO PLC

STRATEGIC REPORT |

Introduction )
”The directors present their strategic report for the year ended 31 December 2018.
Business review

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

Turnover in 2018 was £11.3 million ahead of 2017. Gross profit as a percentage of turnover was 19.4% (2017: 15.7%)
and totalled £18,161,000 (2017: £12,945,000).

Profit after tax of £2,676,000 (2017: loss of £646,000) was transferred to reserves (2017: transferred from reserves).

The company returned to profit this year. The opening of a new manufacturing facility within the UK in-2018 has
reduced the volume of product that the business imports 51gn1ﬁcantly and contributed to an improvement in gross
margin. '

Distributable reserves are in a strong position totalling £35,792,000 (2017: £33,116,000) along with net assets which
total £35,333,000 (2017: £32,657,000). The performance of the company is deemed to be satisfactory.

Principal risks and uncertamtles

The company’s principal risks are primarily centred around competition on selling prices along with fluctuations in raw
material prices. Competition on selling 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 businéss has continued to be affected by the weakening of the pound that occurred as a result of the
decision by the UK to leave the European Union.

The company’s objective is to provide high Quality products combined with excellent service levels. The delivery of
this objective along with the strong relationships that the company maintains w1th its key customers has meant that
margins have 1mproved in 2018. ' :

. The company operates in a wide variety of markets and as such is exposed to downturns in any one of these areas.
"However the company’s ability to offer a wide range of products across new build and repairs and maintenance
activities, helps to mitigate any such downturns in business. .

The company 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 potentral customers before sales are made.
The amount of exposure to any individual counterparty is underwritten by credit insurance where p0551b1e and any
uninsured exposure is managed in accordance with group credit policies and procedures.

Staff retention is important to the company. The company seeks to employ high quality, professional and experienced
personnel, and appreciates that the loss of key personnel could present operational 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 1.4% in 2018, down from 1:8% in 2017 and the weakest expansion since
2009. The slowdown presented some difficult trading conditions throughout the year; this is expected to continue into
2019. Notwithstanding this, the directors are confident of the operating effectiveness of the company and consider the
next financial year to be a positive one. .



IKO PLC

STRATEGIC REPORT (continued)

Financial key performénce indicators . '

Debtor days increased to 73 days from 72 days in 2017. Creditor days remained consistent with 2017 at 31 days.
Stock on average is turned 7. 0 times a year, which has increased from the 2017 averagé of 6.2 times.

Both Equlty and Asset based ROCE 1mproved on the prior year due to mcreased EBIT levels

Non-financial key performance indicators

* The company uses a variety of non-financial key performance measures, which include measuring 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 imprdvement.
Future developments .

The directors expect the general level of activity to mcrease compared with 2018 in the forthcoming year albeit in the
challenging environment as set out above.

Approved by the Board of Directors .
and signed on behalf of the Board

A Carlyle

Director

- 28 June 2019 .

Appley Lane North
Appley Bridge
Wigan

Lancashire

WN6 9AB



IKO 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 December 2018. Future developments and key performance indicators are included within the
Strategic Report.

Results and dividends

The profit for the year, after taxation, amounted to £2,676,000 (2017: loss of £646 000) The directors have not
recommended the payment of a dividend (2017: £ml)

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

A Carlyle
F Hautman
J Koschitzky
H M Koschitzky
A B Williamson (r651gned 23 July 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. None of the directors had any declarable beneficial interest in the share or
loan capxtal of the company’s ultimate parent company, IKO Enterprlses Limited.

Directors’ indemnities

The company has made qualifyihg 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. ' :

Directors’ responsibilities statement

The directors are responsible for preparing the Strategic Report, the Directors’ Repon and the financial statements 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 prepare the financial statements in accordance with United 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 Ireland”. Under company law the directors must not approve
the financial statements unless they are satisfied that they give a true and fair view of the state of affairs of the
company and of the profit or loss of the company for that period. In preparing these financial statements, the directors
are required to: ’

e select suitable accounting policies and then apply them consistently;
make judgments and accounting estimates that are reasonable and prudent;

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

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

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain the
company’s transactions-and disclose with reasonable accuracy at any time the financial position of the company and
enable them to ensure that the financial statements comply with the: Companies Act 2006. They 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 £9,000 (2017: £7,000)._No political contributions were made (2017: same).



IKO 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, credlt risk and liquidity risk.

Cash flow risk

The company’s activities expose it primarily to the financial risks of changes in foreign currency exchange rates and
interest rates. Exchange rates and interest rates are monitored on a regular basis by the directors, 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.

The company’s credit risk is primarily attributable to its trade receivables. The amounts presented in the balance sheet
are net of allowances for doubtful receivables. An allowance for impairment is made where there is an identified loss
event which, based on previous experience, is evidence of a reduction in the recoverability 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 its debtors to mitigate the risk of non-payment further.

Liquidity risk . ’
In order to maintain llqu1d1ty to ensure that sufficient funds are available for ongomg operatlons and future
developments, the company uses a mixture of long-term and short-term debt finance.

Further details regarding liquidity risk can be found in the accounting policies in the financial statements.
Going concern

The company's business activities, together with the factors likely to affect its future development 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
suppliers across different geographic areas and business sectors. As a consequence, the directors believe that the
company is well placed to manage its business risks successfully despite the current uncertain economic outlook.

After making enquiries, the directors- have a reasonable expectation that the company has adequate resources to
continue in operational existence for the foreseeable future and in any case for a period of at least 12 months from the
date of signing these financial statements. Accordingly, they continue to adopt the going concern basis in preparing the
annual report and financial statements. Further details regardmg the adoptlon 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 meet evolving building design criteria and expected European building standards.

Employee consultation

The company has continued to place a high priority on the training and development of its emp]oyées and considerable
. emphasis has been placed on reviewing and improving health and safety procedures.

The board recognises the need for effective communication with the involvement of efnployées to ensure good
relations and the 1mprovement of the company performance and will continue to hold briefings 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. It 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 employees.



IKO PLC

DIRECTORS' REPORT (continued)

Auditor '
In the case of each of the persons whb are directors of the company when this report was approved:

e so far as each of the directors is aware, there is no-relevant audit information of whlch the company's auditor is
unaware; and

e 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 audxtor is aware of that information.
AN

- Thxs confirmation is gwen and should be intérpreted in accordance with the provisions of s418 of the Compames Act
2006. : .

The auditor, Deloitte LLP, have expressed their willingness to continue as auditor of the company.
Post balance sheet events » ‘
- There have been no significant events affecting the company since the year end.

Information regarding future developments has been included in the Strategic Report.

Apbrove‘d by the Board of Directors
and signed on behalf of the Board

A Carlyle

Director T . . '

28" June 2019

. -Appley Lane North
- Appley Bridge
Wigan

- Lancashire

WN6 9AB



4'INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF IKO PLC -

Report on the audit of the financial statements
Opinion ‘

o In our opinion the financial statements of IKO PLC (the ‘company’):give a true and fair view of the state of

" the company’s affairs as at 31 December 2018 and. of its profit for the year then ended;.

o have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Practice
including Financial Reporting Standard 102 “The Fmanmal Reportmg Standard appllcable in the UK and
Republic of Ireland”; and

e - have been prepared in accordance w1th the requirements of the Companies Act 2006

We have audited the financial statements which comprise:

the profit and loss account;

the balance sheet;

the statement of changes in equity; and
the related notes 1 to 24.

The financial reporting frame;Work that has beeAn applied in. their ,préparation is applicable law 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 audlt in accordance with International Standards on Audmng (UK) (ISAs(UK)) and applicable law.
Our responsibilities under those standards are further described in the auditor's respon51b111t1es for the audit of the
financial statements section of our report. '

We are independent of the company in accordance with the ethical requirements that are relevant to our audit of the
" financial statements in the UK, including the Financial Reporting Council’s (the ‘FRC’s’) Ethical Standard, and we
have fulfilled our other ethical responsibilities in accordance with these requirements. We believe that the audit
evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

Conclusions relating to going concern - .
We are required by ISAs (UK) to report in respect of the followmg matters where:

e the directors’ use of the gomg concern basm of accounting in preparation of the financial statements is not
appropriate; or

e the directors have not disclosed in the ﬁnanclal 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 (continued)

Othgr information

The directors are responsible for the other information. The other information comprises the information included in
the annual report, other than the financial statements and our auditor’s report thereon. Our opinion on the financial
statements.does not cover the other information and, except to the extent otherwise explicitly stated in our report, we
do not express any form of assurance conclusmn thereon.

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

We have nothmg to report in respect of these matters.
' Responsibilities of directors

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

In preparing the ﬁnanc1al statements, the dlrectors are responsible for assessing the company s ability to continue as a
going concern, disclosing, as applicable, matters related to going concern and using the going concern basis of
accounting unless the directors either intend to liquidate the company or to cease operations, or have no realistic
alternative but to do so.

Auditor’s responsnbllmes for the audit of the financial statements

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

. economic decisions of users taken on the basis of these fmanmal statements.

A further description of our responsibilities for the audit of the financial statements is located on the FRC’s website at:
www.frc.org.uk/auditorsresponsibilities. This description forms part of our auditor’s report. :

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

e the information given in the strategic report and the directors’ report-for the financial year for which the
financial statements are prepared is consistent with the financial statements; and

e the strategic report and the directors’ report have been prepared in accordance with applicable legal
requirements.

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



INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF IKO 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 adequate for our audit have not been received from
~ branches not visited by us; or
the financial statements are not in agreement with the accounting records and returns; or
certain disclosures of directors’ remuneration specified by law are not made; or
we have not received all the information and explanations we require for our audit.

We have nothing to report in respect of these matters.
Use of our report

This report is made solely to the company’s members, as a body, in accordance with Chapter 3 of Part 16 of the
Companies Act 2006. Our audit work has been undertaken so that we might state to the company’s members those
matters we are required to state to them in an auditor’s report and for no other purpose. To the fullest extent permitted
by law, we do not accept or assume responsibility to anyone other than the company and the company’s members asa
body, for our audlt work, for this report, or for the opmlons we have formed.

Jane Boardman BSc FCA (Semor Statutory Audltor)
for and on behalf of Deloitte LLP

Statutory Auditor

Manchester, United Kingdom

~ Date: 28" June 2019 ‘



IKO PLC

- PROFIT AND LOSS ACCOUNT
For the year ended 31 December 2018

o~ e ) -ﬁote
Turnover ' A A3
. Cost of sales ..
| Gross pr;oﬁt |

Distribution costs
Administrative expenses

Loss on disposal of tangible fixed assets ‘ 4

Operating profit/(loss) ) ) _ 5
. Interest receivable and similar income " 7

Interest payable and expenses 8

Profit/(loss) before tax . .

Taxation on profit/(loss) . - 9

Proﬁt/(lqss) after tax

All results were derived from continuing operations.

2018 2017
£000 £2000
93,709 82,436

(75,548) (69,491)
18,161 12,945
(9,256) (9,709)
(4,985) (4,550)

. (68) - (75)
3,852 - (1,389)
280 1,494
(639) (573)
3,493 (468)
(817) (178)
2,676 . (646)

There were no recognised income or expenses for 2018 or 2017 other than those included in the profit and loss account

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

The notes on pé.ges 13 to 26 form part of these financial statements.

10



IKO PLC

BALANCE SHEET
As at 31 December 2018

FIXED ASSETS
‘Goodwill
" Tangible assets

CURRENT ASSETS
_ Stocks

Debtors

Cash at bank

CREDITORS
Amounts falling due within one year

NET CURRENT ASSETS

TOTAL ASSETS LESS CURRENT
LIABILITIES

- PROVISIONS FOR LIABILITIES
NET ASSETS

CAPITAL AND RESERVES
‘Called-up share capital

Profit and loss account

Merger reserve

SHAREHOLDERS’ FUNDS

Note

10
11

13
14

15

17

18

2018 2017
£2000 £2000

715 953
21,115 21,484
21,830 22437 - .
10,169 - 11413
31219 29,887
8,260 2,881
49,648 44181
(35,641).  (33,459)
14,007 10,722
35837 33,159

(504) (502)
35,333 32,657

B

1,000 1,000
35,792 33.116
(1,459) (1,459)
35333 32,657

) 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 to 26 form part of these financial statements.

A Carlyle
Director-

28® June 2019

11



IKO PLC

STATEMENT OF.CHANGES IN EQUITY
For the year ended 31 December 2018

At 1 January 2017 -

Loss for the year and total compreliensive expense for the
year - . to

Transfer from fixed assets investments

At 31 December 2017

Profit for the year and total comprehensive income for the
T year. - : : :

At 31 Dec’ember 2018 -

The notes on pages 13 to 26 form part of these financial statements.

Called-up

- Profit and .
share loss  Merger Total
capital - account reserve ~equity
£000 - £000 - £,000 £°000
1,000 33,762 - 34762
- (646) - - (646)
- - -(1,459) (1,459)
1,000 33,116  (1459) 32,657
- 2,676 - 2,676
1,000 35,792 (1,459)

35,333

12



IKO PLC

‘NOTES TO THE FINANCIAL STATEMENTS (contmued)

For the year ended 31 December 2018

1.2

1.3

1.4

. Accounting policies

Basis of preparation of financial statements

The company is a private company limlted by shares, incorporated in the Umted Kingdom under the Companies
Act 2006 and registered in England and Wales The registered office is Appley Lane North, Appley Bridge,
Wigan, WN6 9AB. A : ' '

The company’s principal activity is disclosed within the Strategic Report.

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

The functional currency of IKO plc is considered to be pounds sterling because that is the currency of the

‘primary economlc environment in which the company operates.

~ The "preparation of financial statements in compliance with FRS 102 requires the use of certain cr1t1ca]

accounting estimates. It also requires management to exercise Judgement in applying the company s accountmg
policies (see note 2).

The following principal accounting policies have been applied consistently in the current and prior years.

Financial reportmg standard 102 — reduced disclosure exemptlons

The company has taken advantage of the fo]lowmg disclosure exemptions in preparing these financial
statements, as permitted by the FRS 102 “The Financial Reporting Standard applicablé in the UK and Republic
of Ireland™:

o the requirements of Section 33 Related Party Disclosures with reference to remuneratlon of key‘
management personnel;
the requirements of Section 7 Statement of Cash Flows; and .
the requirements of Section 11 and 12 Financial Instruments.

This information is included in the consolidated financial statements of IKO U.K. Limited as at 31 December
2018 and.these financial statements may be obtained from the company’s registered office (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 are set out in the strategic report. The company has made a profit of £2.7m, is in a net current

assets position of £14.0m and a net assets position of £35.3m. The company has cash of £8.3m 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 fmanc1al risk management objectives;
and its exposure to credit risk and liquidity risk.

The company has adequate ﬁnanclal resources along with a.diverse spread of customers and suppllers There is
no overreliance on any single customer or supplier, and as a consequence the directors believe that the company
is well placed to manage its business risks successfully despite the current economic environment.

The directors have a reasonable expectation that the company has adequate resources to continue in operational
existence for the foreseeable future and in any case for a period of at least 12 months from the date of signing
these financial statements. Thus they continue to adopt the going concern basis of accounting in preparing the
annual financial statements.

Related party transactions .

As the company is a wholly owned subsidiary of IKO U.K. Limited, it has taken advantage of the exemption
contained within FRS 102 Section 33 in relation to balances and transactions between other wholly-owned
entities 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 2018

1.6

1.7

1.8

1.9

‘Accounting policies (continued)

Revenue recognition

Revenue is recognised to the extent that the company obtains the right to consideration in exchange for its
performance. Revenue is measured at the value of the consideration received, excluding 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 I'lSkS 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 effective 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 line basis over the

period of the lease. Benefits received and receivable 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 prevallmg market

rate.

Research and development

All expenditure is chafged to the proﬁt and loss account as incurred.
Goodwill ' |

Goodwill, representmg the excess of the purchase price over the fair value "of the net assets 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 asset. It is written off on a straight line basis over 5 years as in the
opinion of the directors this represents the period over which goodwill is effective. It'is reviewed for
impairment at the end of the first full financial year following the acquisition and annually thereafter.

Tangible fixed assets

Tangible fixed assets under the cost model are stated at historical cost less accumulated depreciation and any
accumulated impairment losses. Historical cost includes expenditure that is directly 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 expected to provide inéremental future benefits to the
company. The carrying amount of the replaced part is derecognised. Repairs and maintenance are charged 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 - 50 years
Plant & machinery - 3 to 15 years

The assets' residual values, useful lives and depreciation 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 theé proceeds with the carrymg amount and are

' recogmsed W1th1n ‘other operating income' in the profit and loss account.

14



IKO PLC

NOTES TO THE FINANCIAL STATEMENTS (contlnued)
For the year ended 31 December 2018

1.
1.10

1.11

1.12

1.13

Accounting policies (continued)
Stocks

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

Raw materials, consumables and goods for resale are valued on a purchase cost on a first in, first out basis.

Work in progress and finished goods are valued on the basis of the cost of direct materlals and labour plus .
attrlbutable overheads based on a normal level of activity.

"Cash and cash equivalents

Cash is represented by cash in hand and deposits with financial institutions repayable without penalty on notice
of not more than 24 hours. Cash equivalents are highly liquid investments that mature in no more than three
months from the date of acquisition and that are readily convertible to known amounts of cash with m51gmﬁcant
risk of change in value.

Forelgn currencies . .

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

Financial instruments

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

Financial liabilities and equity instruments are classified according to the substance of the contractual
arrangements entered into. An equity instrument is any contract that ev1dences a residual interest in the assets of
the company after deducting all of its liabilities.

() Financial assets and liabilities

All financial assets and liabilities are initially measured at transaction price (including transaction costs), except
for those financial assets classified as at fair value through profit or loss, which are initially measured 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 transaction, the financial asset or financial
liability is measured at the present value of the future payments dlscounted at a market rate of interest for a
similar debt instrument. ’

Financial assets and liabilities are only offset in the statement of financial position when, and only when there
exists a legally enforceable right to set off the recognised amounts and the company intends either to settle on a
net basis, or to realise the asset and settle the liability simultaneously.

- Debt instruments Wthh meet the following conditions are subsequently measured at amortlsed cost using the

effective interest method:

(@)  The contractual return to the holder is (i) a ﬁxed amount; (ii) a positive ﬁxed rate or a-positive var1ab1e
rate; or (iii) 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 are not leveraged.

(¢)  The contract may provide for a determinable variation of the return to the holder durmg the life of the
instrument, provided that (i) the new rate 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
deterioration of the issuer; (3) changes .in levies applied by a central bank or arising from changes in
relevant taxation or law; or (ii) the new rate is a market rate of interest and satisfies condition (a).

N
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IKO PLC

NOTES TO THE FINANCIAL STATEMENTS (continued)
For the year ended 31 December 2018

1.
1.13

Accounting policies (continued)
Financial instruments (continued)
()  Financial assets and liabilities (continued)

(d) There is no contractual provision that could, by its terms, result in the holder losing the principal amount
or any interest 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, otherthan 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 applled by a central bank or ansmg from changes in relevant taxation or
law.
) Contractﬁal provisions may permit the extension of the term of the debt instrument, provided that the
return to the holder and any other contractual provisions appllcable durmg the extended term satisfy the
condmons of paragraphs (a) to (c). - ’

Debt mstruments that are classified as payable or receivable within one year on initial recognition and which
meet the above conditions are measured at the undiscounted ainount of the cash or other consideration expected
to be paid or received, net of impairment. ‘ :

Commitments to make and receive loans which meet the condmons mentioned above are measured at cost
(which may be nil) less impairment.

Financial assets are derecognised when and only when a) the contractual rights to the cash flows from the

financial asset expire or are settled, b) the company transfers to another party substantially all of the 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 derecognised only when the obligation spec1ﬁed in the contract is dlscharged cancelled
or expires.

(ii)  Equity instruments

Equity mstruments issued by the company are recorded at the falr value of cash or other resources received or
receivable, net of direct issue costs.

(iii) Investments

Investments in subsidiaries are measured at cost less impairment.

Impatrment of assets

-

Assets other than those measured at fair value, are assessed for mdlcators of impairment at each balance sheet

~ date. If there is objective evidence of unpanment an 1mpa1nnent loss is recognised in proﬁt or loss as described
" below.

Non-financial assets

An asset is impaired where there is objective evidence that, as a result of one or more events that occurred after -
initial recognition, 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 value in use.

Where indicators exist for a decrease in impairment loss, the prior impairment loss is tested to determine
reversal. An impairment loss is reversed on an individual impaired 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
been recogmsed

Financial assets

. For financial assets carried at amortised cost, the amount of impairment is the difference between the asset’s
‘carrying amount and the present value of estimated future cash flows, discounted at the ﬁnanc1al asset’s original

effective interest rate.
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IKO PLC

NOTES TO THE FINANCIAL STATEMENTS (contmued)
For the year ended 31 December 2018

1.13

1.14

1.15

1.16

Accounting policies (continued)
Financial instruments (continued)
Financial assets (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 recognised, the prior impairment loss is tested to determine reversal. An
impairment loss is reversed on an individual impaired financial asset to the extent that the revised recoverable
value does not lead to a revised carrying amount hlgher than the carrying value had ‘no 1mpan-ment been
recognised. :

-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 measured at cost and fair value are assessed at the end of each reporting period for

' objectlve evidence of impairment. If objectlve evidence of impairment is found an impairment loss is recognised

m the profit and loss account.

Financial assets.and liabilities are offset and the net amount reported in the balance sheet when'there 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 capltal 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 comprehensive income or
to an item recognised d1rectly in equlty is also recogmsed in other comprehenswe income or directly in equity
respectively.

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

Deferred taxation is recognised without discounting, in respect of all timing differences 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 permifted 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 represents 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 period.
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IKO PLC

NOTES TO THE FINANCIAL STATEMENTS (continued)
For the year ended 31 December 2018

2.

Critical accounting judgements and key sources of estimation uncertainty

In applying the company’s accounting policies, the directors 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 are 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 estimates
are recognised 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 company's accounting policies

The critical judgements that the directors have made in the process of applying the eompany s accounting policies
that have the most significant effect on the amounts recognised in the statutory financial statements are dlscussed
below.

- 'Assessing indicators of impairment

In assessing whether there have been any indicators of nnpalred assets, the directors have consndered both
external and internal sources of information such as market conditions, counterparty credit ratings and experience
of recoverability. There have been no indicators of 1mpa1rments identified during the current fmancnal year.

Key sources of estimation: uncertamty

The key assumptions concerning the future and other key sources of estimation uncertainty, that have a significant
risk of causing a material adjustment to the carrymg amounts of assets and liabilities 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 Tline with the accountmg policy stated
above. There is a stock provision in place of £232,000 (2017: £193,000).

Turnover

- The turnover and profit before taxation are attributable to the one prmmpal act1v1ty of the company An analysis .

of turnover by geographlcal market is given below:

4

2018 2017
£000  £000

United Kingdom : ' _ ‘ 81,449 - 74,824
Rest of Europe o . o : . - 10,410 6,925
Rest of the world ] - ' ' - 1,850 687
93,709 82,436
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IKO PLC

NOTES TO THE FINANCIAL STATEMENTS (continued)
For the year ended 31 December 2018

4. - Loss on disposal of tangible fixed assets o - o - :

‘ 2018 - 2017
£000  £000

Loss on disposal of tangible fixed assets , - (68) (75)

5. Operating profit/(loss)
- The operating profit/(loss) is stated after charging/(crediting):

2018 2017
£°000 £000
Depreciation of owned assets : - - 2,268 2,253
Amortisation of goodwill (note 10) . . 238 238

Loss on disposal of tangible fixed assets o . 68 75
Auditor’s remuneration for audit services . ' A 37 37
Foreign exchange (profit)/loss : (35) . 87
Pension contributions o : » o ) 1,722 1,607

- Non audit fees payable to Deloitte LLP were £6,700 (2017: £8,000) in relation to tax compliance.

6. Employees

2018 2017

£000 £000
Wages and salaries . o . 10,782 11,109
Social security costs | 1,075 1,113
Other pension costs (note 22) - 1,722 1,607
13,579 113,829

The average monthly number of employees (including difectors) was:
) ' 2018 2017

No No
Production - . D - " 131 134
Selling ' _ 124 144
Administration ' - 24 . 34

279 312
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IKO PLC

NOTES TO THE FINANCIAL STATEMENTS (contmued)

6.

-For the year ended 31 December 2018

Employees (contmued) ,
2018

2017

£°000 £000

Directors’ emoluments ' : : 259 291
Company contributions to pension schemes : . 34 30
Compensation for loss of office ) : - : 130 -
423 321

Dunng the year renrement benefits were accrumg to 2 directors (2018 — 2) in respect of defined contribution

pension schemes.

The hlghest paid d1rector received remuneration of £155,000 (2017: £156 000)‘

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

the highest paid director amounted to £17,000 (2017: £16 ,000).

Interest receivable and snmllar income :
' 2018

. 2017
. £000 £000
Deposit account interest received ‘ . o 21 18
Interest on loans to group undertakings ' . 259 216
Dividend income from fixed asset investments , - - 1,260
280 1,494

Interest payable and similar expenses
' 2018 2017
£000 £000
Other interest payable o : -6 -
Interest on loans to group undertakings o } 633 - 573
639 573
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IKO PLC

NOTES TO THE FINANCIAL STATEMENTS (contmued)
4 For the year ended 31 December 2018

9. Taxation .
2018 2017
£000 £°000
‘Corporation tax , , .
Current tax on profits for the year . . 815 -
Adjustments in respect of previous periods ' ' - 73
Total current tax s ) : : ' ’ - 815 73
Deferred tax ' _ .
Origination and reversal of timing differences T : (30) (86)
Changes in tax rates A : - (15)
Adjustments in respect of previous periods ' 32 T 206
Total current tax ‘ ' . : ' ’ 817 . 178

Factors affecting current tax charge in the year:

“The standard rate of tax for the year, based on the average UK standard rate of corporation tax, is 19%
(2017: 19.25%). The actual current tax -charge for the current year and charge for the preceding year is
higher (2017: higher) for the reasons set out in the following reconciliation:

2018 2017
£000 £000
. Proﬁt/(loss) before tax - ' : ' - 73,493 ~ (468)
'Profit/(loss) multiplied by standard rate of corporation tax in the UK of .
19% (2017: 19.25%) ' ‘ : 664 (90)
Effects of: . . ]
Expenses not deductible for tax purposes ' 33 . 229
Investment income not chargeable for tax purposes : - (243)
Adjustments in respect of previous periods . . : 36 . 279
Other timing differences . - : 205 28
Group relief ‘ ' C (11D
. Changes in tax rates . ; - . - (15)
Transfer pricing adjustments ' ‘ » o -(10) (10)
Total tax charge for the year A : . 817 178

Factors that may affect future tax charges

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 1 April 2020. As this legislation was substantively
_enacted at year end the impact of the rate change is reflected in the tax provisions reported in these accounts.
Accordingly, deferred tax balances have been calculated at the rate 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 w111 be -
reduced
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IKO PLC

NOTES TO '_I‘HE FINANCIAL STATEMENTS (continued) -
For the year ended 31 December 2018

10.

1.

~Goodwill '
: Total
£000
Cost o o . ) : v
At 1 January 2018 and at 31 December 2018 - . - 1,191
Amortisation . . . _
At 1 January 2018 - ) o 238
Charge for the year A ' : ' 238
'At31 Decernber 2018 o | | 476
~ Net book value , o : :
At 31 December 2018 : _ . ' - 715
At31 December 2017 ' S 953

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

-investments and reclassified to goodwill.

Tangible fixed assets _
Freehold

landand  Plant and
buildings machinery ~ Total
£000 £000 £°000
Cost ’ :
At 1 January 2018 _ o ' ' 14,063 -32,400 46,463
. Additions . - : 277 1,693 1,970
Disposals o : o - (73) an (90)
At 31 December 2018 ‘ ' ' 14,267 34,076 48,343
Depreciation . , .
At 1 January 2018 . . SR ) 2,500 22,479 24,979
Charge for the year o . ' 335 . 1,933 - 2,268
Disposals o : _ _ - (2)- an 19)
At 31 December 2018 ‘ o _ - . 2,833. 24395 27,228 -
Net book value ) ‘ A . .
At 31 December 2018 ‘ o ) 11,434 9,681 - ‘ 21,115

_ At 31 December 2017 - - 11,563 9,921 . 21484
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IKO PLC

NOTES TO THE FINANCIAL STATEMENTS (continued)
_ For the year ended 31 December 2018

12.

13,

14.

. Fixed aseet investments

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
carrying value of this investment at 31 December 2018-was £nil-(2017: £nil).

During September 2016 IKO plc acquired 100% of the issued share capital of Pure Asphalt Company Limited
(Regisfered ‘address: Appley Lane North, Appley Bridge, Wigan, Lancashire, WN6 9AB), a company-
registered in England and Wales. In 2017, the trade and certain assets of Pure Asphalt Company Limited were
sold to the company, after which Pure Asphalt Limited ceased to trade. The cost of investment totalling
£2,650,000 was transferred to goodw111 and merger reserves The goodwill was hm1ted to that at the date of
acquisition.

The company is consolidated in the financial statements'of its parent IKO U.K. Limited which are publicly
available, see note 24 for further details, therefore no consolidated financial statements have been prepared by

~IKOple. -
Stocks
2018 2017
£000 £000
Finished goods and goods for resale . 7,201 9,232
Raw materials-and consumables : . : o s 2,968 2,181
10,169 11,413
The replacement cost of stock is equal to their carrying amouritl
Debtors
' 2018 2017
£000 . £000
Due within one year
Trade debtors : to . 20,996 20,074
Amounts owed by group undertakings A S : 9,680 8,116
." Other debtors . ‘ ' .15 212
Prepayments . : - 528 1,485
Total debtors ' ’ L | 31219 20,887

The amounts owed by greup-undertakinés-are unsecured and are due to be repaid in instalments By 31
. December 2019. The balances attract interest of 3.5% per annum (2017: same).
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* IKO PLC

NOTES TO THE FINANCIAL STATEMENTS (contmued) N
For the year ended 31 December 2018

15.  Creditors: Amounts failing due within one year

2018 2017

£000 ~ £000

Trade creditors ' | ) ] ) . 5577 2,687

Amounts owed to group undertakings , 20,462 - 22,815

Corporation tax ; ‘ 815 -

Taxation and social security . 1,481 1,729

Other creditors . ' 5,409 4,615

Accruals and deferred income _ ‘ 1,897 1,613
8

35,641 33,459

The interest rate on amounts owed to group undertakings is 3.5% per' annum (2017: same). Amounts are
unsecured and repayable on demand. '

16. ~ Leasing agreements

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

2018 2017

£000 £000

Within one year o R - : e 5
Between one and five years S ' . : 37 -37

37 N 42

Amounts charged to the proﬁf and ldss account in respect of operating leases totalled £42,000 (2017: £68,000).

17. Provision for liabilities

Deferred

“tax

£000

At 1 Jahuary 2018 ‘ _ S (502)
Credit in the year : ' . : 30
Adjustments in respect of prev1ous perlods . ' 32)
‘At 31 December 2018 ' | o | (504)
The deferred tax liability is made up as : . 2018 2017
follows: - : ~ £000 © £000
Accelerated capital allowances ' . (527) . (560)

Other timing differences . : 23 58
(504) - (502)
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IKOPLC -

NOTES TO THE FINANCIAL STATEMENTS (continued)
For the year ended 31 December 2018

18.

19.

20.

T 21.

22,

. Share capital
‘ 2018 2017
o £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 _vbting rights and rank equally on distribution.
Reserves
Profit & loss account A
Profit and loss account includes all current and prior year retained profits and losses.
Merger reserve
The merger reserve was created when Pure Asphalt lexted ceased to trade in 2017.
Capital commitments _ '
At 31 December 2018 the company had cap‘ital commitments as follows:
2018 - 2017 -
£000 £000
Contracted for but not provided in these

financial statements ’ : 350 261

Contingent liabilities A

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

Pension commitments

The company participates 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 December 2018, the scheme had a deficit on an FRS 102 basis of £17,433 000- (2017: £19,635 000) :
Full disclosure is contained w1th1n the financial statements of the company’s intermediate parent company,

TKO UK. Limited.

During the year the company contributed £717,000 (2017 £599,000) to the Ruberoid Plc Staff Pension
Scheme. There were contributions outstanding at 31 December 2018 of £63 000 (2017: £51, ,000).

Following work performed by the scheme’s actuary, the impact of Guaranteed Minimum Pension (‘GMP’)
equalization on the liabilities of the relating pension liability is estimated to be 1.4%. This GMP equalization
impact has not been reflected in the pension premiums charged to IKO PLC Limited in 2018 however, will be
so in future years.

. The company also participates in a deﬁned contribution scheme for employees being the IKO Group Flexible.

Retirement Plan. During the year the company contributed £1,005,000 (2017: £1,008,000) to those schemes
There were contributions outstanding at 31 December 2017 of £76,000 (2017:.£77,000).
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IKO PLC

NOTES TO THE FINANCIAL STATEMENTS (contmued)
For the year ended 31 December 2018 '

23,

24..

Related party transactions

The company has taken advantage of the exemption under FRS 102 section. 33 not to provide information on
re]ated party transactions with other undertakings within the IKO U.K. Limited group. .

The company has a loan balance with [KO Sales Limited, a fellow subsidiary of IKO Enterprises Limited. The
carrying value of this loan at 31 December 2018 was £7,000,000 (2017‘ £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 £1,068,000 (2017: £1,081,000).

During the cuirent and prior year the company paid expenses on behalf of IKO Insulations UK Limited, a
member of the wider IKO group. At 31 December 2018 the carrying value of the balance. due from IKO
Insulations UK Limited was £30,000 (2017: £nil).

N
Ultimate controllmg party"

The company’s ultimate parent company is IKO Enterprlses Limited, a company mcorporated in Canada, and
its immediaté parent company is IKO Holdings Limited (Registered address: Appley Lane North, Appley
Bridge, ngan Lancashlre WN6 9AB).

4 . .
IKO 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 are prepared. Copies of these financial

. statements may be obtained from the Company Secretary at the following address:

Appley Lane North N
Appley Bridge : ’
Wigan :

Lancashire

WN6 9AB - :



