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Cytec Engincered Materials Limited
Annual report and financial statements
31 December 2018

Strategic report
The directors present their annual report and the audited financial statements for the year ended 31 December 2018.
Principal activities '

The principal activities of the Company are the manufacture and distribution of composites and adhesives for use
primarily in the aerospace sector.

Business model

The Company secks to add value through the research and development of next generation composités and
adhesives, and through excellence and continuous improvement in its manufacturing operations and supply chain,
offering the customer a leading edge, high quality product at best value.

Business review and future developments
Strategic Objectives

We have engaged with industry leading customers and collaborators to help chart our direction. We have developed
nekt-generation technologies and capabxhtles that will enable broad adoption of composites, within aerospace
markets. : '

Our successes in 2018 are in the arcas of safety, customer focus, quality and delivery performance. In addition, we
¢ompleted the commissioning of an aerospace adhesives manufacturing facility during the year. This investment has
been made to meet the growing demands of the aerospace adhesive market. We expected production and sales to be
fully established during the first half of 2019,

The benefits of lighter weight, higher strength and more durable materials are quickly increasing the value that
composites bring to the aerospace industry. The aerospace industry sector is continuing to adapt the construction of
its aircraft to:replace metal with carbon composites with the next generation aircraft using primarily carbon
composites. Furthérmore, these materials are helping the automotive, energy generation and other non-aerospace
industries meet new challenges. The company maintains continual focus on industry leading research and product
developmcnt establishing technical partnerships with customers to play a key part in this change The Company is
moving to increased sourcing of carbon fibre internally.

Trends and factors affecting performance

Overall sales growth was strong during the year with key ploglams in the large comimercial transport sector
showing increased build rates. )

Principal risks and uncertainties
Commercial risk

In order to maintain and increase market share the Company is focusing on increasing customer support and long
term agreements, incorporating technical partnerships which are being put in place with customers to enhance this,

Financial risk

The portfolio of turnover in terms of currency does not match that of purchasmg This combined with administration
charges from the Company’s Us parent résults in exchange rate risk: The Company assesses its exchange nsk ona
monthly basis to mitigate any impact.

The market price of the-carbon commodities purchased for manufacture can fluctuate and this is exacerbated by
supply issues. Where posmble the Company has entered into long term agreements w1th suppliers to fix prices.

The Company operates under a stringently governed internal control erivironment, In 2016, the site underwent a two
week Solvay internal audit. 'In both cases, key risks, pohcnes and procedures are rev1ewed and audited to ensure the
control environment is adequate for the ‘size of business and nature of transactions. All resultmg ‘findings and
recommendations. from audits have now been satlsfactonly closed.
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Strategic féporf (continugd)

,areas forii 1mprovemen
What we

Comment

..measure... b 2018.... .. 2017 . , .
Rev'éijué - Mamtammg "anid Toaim  ESTOm *_£6.4m Strong growth in"
developing sales is a direct o LCT programs
s bonm o cose driver.of profitability. e .
Plat Edsts ** Cost ¢ontrol will bave'a™ 171%™ 19.7%  26% "Goot’i"éo'st-_tzohtrdi"""
as % of direct impacton = ‘ . and sales growth.
- gales profitability L g A Higher '
mamtenance
e e . . - e caprtallsatron §
"Wasteas %  Directimpacton. 1.75%  ~ 17% 7 0.05% "Agood year. for |
- of volume profitability arid ability to 4 ' . waste. Large
produced deliver on time to customer . S . write off at year.
‘ " specifications ' : end dueto
' ' international

_trade festrictions -

Non-f nancml

The Company and its directors place a véry high emphasrs on safety in the workplace which i§ recogmscd as:the
fiest priority and one of our Company values. An OSHA (Occupatronal Safety and Health Admxmstratron) metric’is
tionitored and for both 2018 and 2017 the site achieved a value-of 0, well within the Company target’ of 0.5. A
. constant program of training, reviews and visible safety lcadership where safety performance is momtored is in
'place In 2018 the site delivered ori all'its safety, health and ¢nvironmental improvement objectives.

_ The Wrexham facility operates wridet an Integrated. Polluuon Prévention and Control (IPPC) Permit. The annual
_ review of the permit, conditions completed by ouir regulator; Wrexham County Borough Council, showed we ‘were in
full compliance. :

Dehvery perfommnce is. measured as the percentage of orders dellvered on time and on quantity: For 2018 this was
an average.of 95. 4% (2017: 96:4% ) for the Wrexham site against a target of 97% The direciots consider this to be
acceptable .

.Quahty performance is measured as the. number of customer refurns. as a percentage of lme 1terns shlpped For 2018
. this was 1.48 % (2017: 1.69%) against a target of 1.25%.

: Slgned on behalf 'of thie board

((
B Moore ' ‘ ' ' - Abenbury: Way
Director: . : o Wrexham Industrial Estate
30 September-2019. : . Wrexhain

LL13-9UZ
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Directors’ report

“The directors present their annual report on the affaits of Cytec Engineered Materials Limited together with the
audited financial statements for the year ended 31 December 2018.

Tn accordance with the Companies Act 2006, section 414¢(11) information required by schedule 7 to thc accounhng
regulations pertaining to principal risks and uncertainties and future developments has been set out in the company’s
Strategic Report and therefore is not separately disclosed in the Directors’ Report. .

Research and development

The directors consider that research and development plays a vital role in the Company’s success. A significant part
of the work of the Company § technical services and laboratory staff is concentrated in this area.

The Company’s expenditure on research and development during the period was £3,526,000 (2017: £4,684, 000).

Research and development costs incurred during 2018 were recharged to Cytec Industries Inc., the owners of the
intellectual property and know how.

Proposed dividend and transfer to reserves
The profit for the year after taxation was £1,031,000 (2017: £5,283,000).

No ordinary dividends (2017: £nil) were paid during the year. The directors are not declaring a dividend for the
year ended 31 December 2018 (2017: £nil).

Directors

The directors who held office during the year and up to date of this report were as follows:
A Schiebroek

S Delpech

B Moore

Employees

Good communication is considered essential, and all employees are kept well informed regardmg the Company’s
performance and activities. An open style of management is encouraged and employees are given the opportunity to
express their views on maters that are likely to affect their interests. Employees are assessed on merit and equal
opportunities for promotion and career progression are available to all.

It is Company policy that people with dlsablhtles have the same consideration as others with respect to recruitment,
retention and personal development. Depending upon their skills and abilities, they enjoy the same career prospects
as other employees and the same scope for realising potential. The Company also makes every effort to continue to
employ staff who may become disabled whilst cmployed.

Financial risk management objcctives and policies

The Company s operations expose it to a variety of financial risks that include exchange risk; credit risk, liquidity
risk and interest rate risk. The Company does not use external derivative financial instruments to manage those
nsks .

" Credit Risk

The Company has 1mplemented policies that require appropuate assessment of credit limits for potential customers
before sales are made:

Exchange risk, interest rate risk and 1fqu‘idify risk

Thc Company has both interest bearmg assets and interest bearing liabilities. Interest bearmg assets include only
mtercompany balances at variable interest rates and cash' balances. Interest bearing liabilities include only
1ntercompany balances at variabie rates of interest. The. Company is dependent upon the contmued ﬁnanclal support
of its parent corpany to enable it to continue operating and to-meet its liabilities as they fall due. The parent

company has agreed to provide sufficient funds to the Company for these purposes and it has also agreed not to
recall the amounts advanced to the Company. at 31 December 2018.
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- Directors’ Report (continued)
Polmcal contnbutlons
The Company made mo pohncal contnbutlons dunng the year (201 7: £ml)

Events after. the balance shect date

There were no ‘events after the balance sheet date that require: dlSClOSLlIC in these financial. statements
Dlsclosure of mformatlon to auditor.

The dlrectors_who held office at the date of approval of this- chrectors report conﬁrm that so far as they are each
: here:is tio relevant audit’ mformatlon of ‘whicl the Company s auditor is: unaware; and each'd" ctor |
taken all the’ steps that he ought to have taken asa ector to make: hnns_elf aware of any relevant aud1t mformauon
and to estabhsh that the Company 'S audltor is awaie: of -that mformatmn

This conﬁrmatlon is glven and should be mterpreted in accordance with the provisions. of S418 of the Companies
Act 2006. '

Auditor

Pursuant to section; 487 of the Compames Act 2006 the auditor-will be deemed to be. reappomted and De101tte LLP
will therefore éontmue in office. :

By order of the board

B Moore o ' : ' . Abenbury Way

Dzrector . : Wrexham Indnstl ial Estate
' Wrexham

30 September 2019 - | | - | LLI39UZ
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Directors’ responsibilities statement .

The directors are responsible for preparing the Strategic Report, the Directors’ Report and the financial statements in
accordance with applwable law and regulations. '

Company law requires the directors to prepare financial statements for each financial year. Undecr that law they
have elected to prepare the finaricial statéménts in accordance with United ngdom Generally Accepted
Accountmg Practice (United Kingdom Accounting Sta.ndards and appllcable 1aw), mcludmg FRS 101 "Reduced
Disclosure Framework™. :

Under company law the directors must ot approve the financial statements unless they are satisfied that they give a
irue and fair view of the state of affairs of the company and of the profit or loss of the company for that period. In
pzepanng these financial statements, the directors are requiied to:

+  select suitable accounting pohcles-and then apply them consistently;
’ make Judgements and estimates that are réasonablé and prudént ;

’ state whether applicable UK Accounting Slandards have been followed, subject to any material departures '
disclosed anid éxplained iri the financial statements; and

»  prepare the ﬁnanc1al statements on the going concern basis unless 1t is mappropuate to presume that the
company will continue in ‘business.

The directors are responsible for keeping adequate accountmg records that are sufﬁ01ent to_show and explam the
company’s transactxons and disclose with reasonable accuracy at any time the financial position of the company and
enablé them to ensre that the financial statements comply with thc Companies' Act 2006, They have general
responsxblhty for takmg such steps as are reasonab]y open to them to safeguard the assets of the company and to
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independent auditor’s report to the members of Cytec Engineered Materials Limited

Report on the audit of the financial statements

Opinion
In our opinion the financial statements of Cytec Engmeexed Material$ Limited (the ‘company’):
e 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,;
e have been p10perly preparéd in accordance with United Kingdom Generally Accepted Accounting Practice,
including Financial Reporting Standard IOl “Reduced Disclosure Framework™; and
¢ have been prepared in accordance with the requirements of the Companies Act 2006.

We have audited the financial statements which comprise:
e the statement of total comprehensive income;
e the balance sheet;
e the statement of changes in equity, and
e the related notes 1 to 21 .

The financial reporting framework that has becn applied in their preparation is applicable law and United ngdom
Accounting Standards, including Financial Reporting Standard 101 “Reduced Disclosure Framework” (United
ngdom 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 ander those standards are further described in the auditor's résponsibilities 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 beheve that the audit
evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

Conclusions: relatihg to going concern
We are required by ISAs (UK) to report in respect of the followmg matters where:
e the directors’ use of the going concern basis of accounting in preparatlon of the financial statements is riot
appropriate; or
‘s the directors have not disclosed in the financial statements any identified material uncertainties that may
cast significant doubt about the company’s ablllty to continue to adopt the going concern basis of
accounting for a penod 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.

Other information

The d1rect0rs are responsxble for the other mformatmn The other information compriscs the mformatlon included in
the annual report, othiér than the ﬁnancxal statenients and our auditor’s report thereon. Our opinion on the ﬁna.ncml
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 conclusxon thereon:
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Independent auditor’s report to the members of Cytec Englneered Materials Limited
(continued) :

In connection with our audit of the financial statements, our responsibility is to read the other information and, in doing

s0, 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 materlal mlsstatement 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 dn'ectors are respons:ble for the preparation of
the financial statements and for being satisfied that they give a true and fair view, and for such internal control as the
directors determine is necessary to enable the preparatnon of fmanc1al statements that are free from material
mlsstatement whether due to fraud or error. :

* In preparing the financial statements, the directors are responsible for assessing the company’s ability to continue as a

going concern, disclosing, as applicable, matters related to going concern and using the going concern basis of

accounting unless the directors either intend to liquidate the company or to cease operations, or have no realistic
alternative but to do.so.

Auditor’.s responsibiliti,es for the audit of the financial statements

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

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

Report on other legal and regulatory requirements

-Opinions on other matters pnescribed 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 strateglc 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 materlal m1sstatements in the strategic report or the d1rect0rs report.

Matters on which we are required to report by exception

Under the Companies Act 2006 we are required to report in respect of the following matters if, in our opinion:
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
e the financial statements are not in agreement w1th the accounting records and returns; or
e certain disclosures of directors’ remuneration specified by law are not made; or
e we have not received all the information and explanations we require for our audit.
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£

Independent auditor’s report to the members of Cytec Englneered Materials lelted
(contmued)

We lave nothing to report in respect of these matters.
. . R . ¢

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 extént 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 aud1t work, for this report, or for the opinions we have formed.

=

Peter Gallimore FCA (Senior Statutory Auditor)
for and on behalf of Deloitte LLP

Statutory Auditor

Birmingham,

United Kingdom

- .30 September 2019 -

/®
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Statement of Total Comprehensnve Income
Jor the year-ended 31 December 2018
. Note 2018 2017
£000 £000
Turnover S 2 6481 - 57,749
Cost of sales : - (55,235) | (44,919)
Gross profit .. : . ' 9,286 A l,-2:é8_3:()‘
Distribution Costs ' » » (1;116) (799)
Admlmsha’gve cxpcnses ' . . ' . - (13;343) (10 523)
Other operating incomie . 2 6,013 5,975
Proﬁt on'sale.of i mvestment : ) 114 ..
Operating profit S : ‘ : 3 954 7483
Interest receivable and similar income 6. 1,124 1,337
Interest payable and sithilar charges 7 (809) (637)
Profit beforé taxation A . | 1,269 i
Tax oii profit : 8 (322 (2,900)
Profit for the financial year - ' S 947 5,283
Other comprehensive income
Tterns thatwill not be réclassified to profit o7 loss: i o o
Remeasurements of defined benefit asset / liability : o 15 2,476 . 11,674
. 'Retum on'scheme assets (less)/greater than discount rate ) . 15 (3,479) 1,600
Dcfcrrcd tax. arising on (losses)/gams in the pension scheme : ; 14 184 (2,257)
Deferred tax ' arising oh penswn fund asset recogmsed .. ' 14 305 - (480)

‘Other comprehensive income for:the year, net of income fax.

‘Total comprehensive income for ihe'yéari

All of the dctivities of the company are classified as continuing, . _

11



. Balance sheet
As at 31 December. 2018

Non current asséts
Pension fund asget
-Intangible assets
Tangible assets
[nvestments
Deferred tax:

Current assets

Stocks

Débtors )
Cash at bank and in hand

Net current liabilities

Total assets less current liabilities
Provisions for liabilities

‘Tax litigation

Deferred tax

Peiision liability

Net asséts:

Capital and reserves

Called up share capital

Capital contribution reserve
Profit and loss account

Shareholders* funds

~

. Note 2018

£000

13

10
14

11 9,009
12 17,694
2

26,705

- 13 (63,520)

. 13
11 °(1,156)
15 -

16

47,907

Cyiec Engmeered Materigls Limited
Annual report and. financial statemenis

£000

500
5,988
77,836

369

84,722

(36,815)°

8,400
1,000
37,338

46,738

30375

2017
£000

7,233

23,142

(60,078)

-31 Decempber. 2018

£000

1371

76,187

77,560

(29,703)

47,857

e

46, 305

These firiancial Statemerits-were approved by the board of directors.on 30" September 2019 and were: s1gned on its

behalf by

B Mdéore
Direcior

>

12
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Statemeiit of changes in equity

B'a‘lan'ce' at | janﬁzary, 2017

Proﬁt for the ﬁnanclal yea1 '

Other comp eliensive income

Reme surements of defned benefit liability

Réturn on heme assets less than dmcount rate ‘
Dcferred tax ar mg on losscs in the pensmn scheme
Deferned tax ansmg on pensxon fund asset recogmsed

Total comprehensive income for the period

Balance at 31 Deceriibér 2017

i

Balance at 1 Jariuary 2018 -

Total comprehensive income. for the perlod
Profit for the fmancnal year

Otlter compreheuslve mcome

Remeasurements of deﬁned benefit liability.

Retirn 'on scheme. assets less than discountrate
Deferred tax ansmg on losses m the pcnsxon schemc
Dcfcrrcd tax a.nsmg ‘o pensxon fund asset recogn S ed

+ Total comprehensive, income for the period .

~ Balance at 31 December 2018

Called up
share capital

5000

8,400

Called up;

share capital

£000 .

- 8,400

Cytec Enginéered Materigls Limited
Anniial report and financial statements

Capital P'rol"i? and
Contribution  loss account
Reserve - :
£000 £000
1,000 21,085
~ ‘.4.]1;‘5' 47
(480)
. 15,820
1,000 36,905
Capital Profit and
Contribution - loss accourit
Reserve
£000 £000
1,000 36,905
3 947
) 2,476
- (3,479)
- I 84
305

. 31 Decembel 2018

Total equity

£000 -

+ 30,485

5,283
11,547 -
1,727
2257y
(480)
10,537

46,305

Total equity

£000

46,305

Yo

—}

8,400°

14
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Notes to the financial statements
For the year ended 31 December 2018

1 General information and accounting policies

Cytec Engineered Materials Limited (the “Company™) is a private company limited by shares, incorporated and
registered in the UK (England and Wales) under the Companies Act 2006. The registered office is Abenbury Way,
Wrexham Industrial Estate, Wrexham, LL13 9UZ. The nature of the Company’s operations and its principal
activities are set out in the strategic report on pages 1 to 2.

These financial statements are presented in pounds sterling because that is the currency of the pnmary economic
environment in wh1ch the Company operates. :

" These financial statements are separate financial statements. The Company is exempt from the preparation of
consolidated financial statements, because it is included in the group accounts of Solvay SA. The group accounts of
Solvay SA are available to the public and can be obtained as set out in note 20.

The Company has apphed FRS 101 ‘Reduced Disclosure Framework’ incorporating the Amendments to FRS 101
issued by the FRC in July 2015 other than those relating to legal changes and has not apphcd the amendmenits to
Company law made by The Companics, Partnerships and Groups (Accounts and Reports) Regulations 2015 that are
effective for accounting periods beginning on or after 1 January 2016, :

 Basis of accounting

The Company meets the definition of a qualifying entity under FRS 101 (Financial Reporting Standard 101) issued
by the Financial Reporting Council.  These financial statements were prepared in accordance with FRS 101
‘Reduced Disclosure Framework’ as issued by the Financial Reporting Council.

As permitted by FRS 101, the Company has taken advantage of the disclosure exemptions available under that
standard in relation to business combinations, financial instruments, capital management, presentation of
comparative information in respect of certain assets, presentation of a cash-flow statement, standards not yet
cffective, impairment of assets and related party transactions.

Where relevant, equivalent disclosures have been given in the group accounts of Solvay SA. The group accounts of
Solvay SA are available to the public and can be obtained as set out in note 20,

Adoption of new and revised Standards

Amendments to IFRSs that are mandatorily effective for the current year

IFRS 9 and IFRS 15 are new accounting standards that are effective for the year ended 31 December 2018 and given
the nature of the company, these standards have not had an impact on the company.

TFRS 15 Revenue from Contracts with Customers

IFRS 15 establishes a single comptehensive model for entities to use in accounting for revenue arising from
contracts with customers. IFRS 15 will supersede the current revenue recognition gulddnce mcludmg IAS 18
Revenue, 1AS 11 Construction Contracts and the related Interpretatlons when it becomes effective for accounting
* periods beginning on or after 1 January 2016. The group is required to adopt IFRS 15 for the year ending 31
December 20WW and will adopt [the full retrospective approach with restatement of comparatives/the modified
retrospective approach without restatement of comparatives].

The core principle of IFRS 15 is that an entity should recognise reverue to deplct the transfer of promlsed goods or
services to customers in an amount that reflects the consideration to which the éntity expects to be- entitled in
exchange for those goods or services. Spemﬁcally, the Standard mtroduces a 5-step approach to revenue
recognition:

Step 1: Identify the contract(s) with a customer.

Step 2: Identify.the performancc obligations in the contract

Step 3: - Determin the transaction price

Step 4; Allocate the transaction | price to the performance obligations in the contract
Stép 5: Recognise revenue when (or as) the entity satisfies a performance obllgatlon

15
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Notes to the financial statements (continued)
For the year ended 31 December 2018

1 General information and accounting policies (continued)

Under IFRS 15, an entity recognises revenue when (or as) a performance obligation is satisfied, i.e. when ‘control’
of the goods or services underlying the particular performance obligation is transferred to the customer.

Far more prescriptive guidance has been added in IFRS 15 to deal with specific scenarios. Furthermore, extensive
disclosures are required by IFRS 15. '

In April 2016, the IASB issued Clarifications to IFRS 15 in relation to the identification of performance obligations,
principal versus agent considerations, as well as licensing application guidance.

The Company recognises revenue from the following major sources: sale of manufactured or purchased materials;
royalties; recharges of services to other group companies.

New and revised IFRSs in issue but not yet effective

At the date of authorisation of these financial statements, the Company has not applied the following new and
revised IFRSs that have been issued but are not yet effective EU:

IFRS 16 ' - Leases

The directors do not expect that the adoption of the IFRS 16 will have a material impact on the financial statements
of the Company in future periods.

IFRS 16, introduces a comprehensive model for the identification of lease arrangements and accounting treatments
for both lessors and lessees. IFRS 16 will supersede the current lease guidance including IAS 17 Leases and the
related interpretations when it becomes effective for accounting periods beginning on or after 1 January 2019.

IFRS 16 distinguishes leases and service contracts on the basis of whether an identified asset is controlled by a
customer. Distinctions of operating leases (off balance sheet) and finance leases (on balance sheet) are removed for
lessee accounting, and is replaced by a model where a right-of-use asset and a corresponding liability have to be
recognised for all leases by lessees (i.e. dll on balance sheet) except for short-term leases and leases of low value
assets. :

The right-of-use asset is initially measured at cost and subsequently measured at cost (subject to certain exceptions) less

accumulated depreciation and impairment losses, adjusted for any remeasurement of the lease liability. The lease liability

is initially measured at the present value of the lease payments that are not paid at that date. Subsequently, the lease

liability is adjusted for interest and lease payments, as well as the impact of lease modifications, amongst others.

Furthermore, the classification of cash flows will also be affected because operating lease payments under IAS 17 are

presented as operating cash flows; whereas under the IFRS 16 model, the lease payments will be split into a principal
and an interest portion which will be presented as financing and operating cash flows respectively.

In contrast to lessee accounting, IFRS 16 substantially carries forward the lessor accounting requirements in IAS 17,
and continues to require a lessor to classify a lease either as an operating leasé or a finance lease.

Furthermore, extensive disclosures are required by IFRS 16.

As at 31 December 2018, the Company has non-cancellable-operating lease commitments of £225,000. IAS 17 does
not require the recogmtlon of any right-of-use asset or liability for future payments for these leases; instead, certain
information is disclosed as operating lease cominitments in note 17. A preliminary assessment indicates that these
arrangements will meet the definition of a lease under IFRS 16, and hence the Company will recognise a right-of-
use asset and a corresponding liability in respect of all these leases unless they qualify for low value or short-term
leases upon the application of IFRS 16. The new requirement to recognise a right-of-use asset and a related lease
liability is not expected to have a sngnlﬁcant impact on the amounts recognised in the. Company’s ﬁnanmal
statements and the dircctors are currently assessing its potentlal impact.

16



Cytec Engineered Materials Limited
Annual report and financial statements
31 December 2018

Notes to the financial statements (continued)

For the year ended 31 December 2018

1 General information and accounting policies (continued)
11.  Measurement convention

The ﬁnanci‘a_l statements are prepared on the historical cost basis which is generally based on the fair value of the
consideration given in exchange for the goods and services:

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction
between market participants at the measurement date, regardless of whether that price is directly observable or
estimated using another valuation techmque 'In estimating the falr value of an asset or a lxablhty, the Company takes
into account the characteristics of the asset or liability if market participants would take those characteristics into
account when pricing the asset or liability at the measurement date. Fair value for measurement purposes in these
financial statements is determined on such a basis, except for share-based payment transactions that are within the
scope of JFRS 2, leasing transactions that are within the scope of IAS 17, and measurements that have some
similarities to falr valué but are not fair value, such as net realisable valuc in IAS 2 or value in use in IAS 36.

In addition, for financial reporting purposes, fair value measurements are categorised into Level 1, 2 or 3 based on
the degree to which the mputs to the fair value measurements are observable and the significance of the inputs to the
fair value measuremment in its entirety, which are described as follows:

. Level 1 inputs are quoted prices (unadjusted) in active markets for identical assets or liabilities that the
entity can access at the méasurement date;

. Level 2 inputs are inputs, other than quoted pnces included w1th1n Level 1, that are observable for the asset
or liability, either directly or indirectly; and :

. Level 3 inputs are unobservable inputs for the asset or liability.
The principal accounting policies adopted are set out below. A

Judgements made by the directors, in the application of these accounting policies that have significant effect on the
financial statements and estimates with a significant risk of material adjustment in the next year arc dlSCUSSCd in
" note 21.

1.2. Going concern

The Company’s business activitics, together with the factors likely to affect its future development and position, arc
set out in the Business review section of the Strategic report on page L.

The financial statements have been prepared on the going concern basis which the directors believe to be
appropriate for the following reasons. The directors have prepared trading forecasts for a 12 month penod from the’
date of approval of these financial statements and such forecasts have indicated that sufﬁc1ent funds should be
available to enable the company to cointinue in operatlonal existence for the foreseeable futire by meeting its
liabilities as they fall due for payment As a result, the directors believe that it remains approprxate to prepare the
financial statements on a goirig concern basis.

1.3 Foreign currency

Transactions in foreign currencies are translated to the Company’s functional cuirencies at the forelgn exchange ratc
ruling at the date of the transaction. Monetary assets and liabilities denominated in foreign currencies at the balance
sheet date are retranslated to the functional currency at the foreign exchangc rate ruling at that date. Non-monetary
assets and habxlmes that are measured in terms of historical cost in a forelgn currency are translated- using the
exchange rate at the date of the transaction: Foreign exchange différences arising on translation are recogmsed n
the profit and loss dccount. :
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Notes to the financial statements (continued)

For the year ended 31 December 2018

I General information and accounting policies (continued)

14, CIassiﬁcation of financial instruments issued by the Company

Followmg the adoption of IAS 32, financial instruments issued by the Company are treated as equity only to the
extent that they meet the following two conditions:

@) they include no contractual obligations upon the company to deliver cash or other financial assets or to
exchange financial assets or financial liabilities with another party under conditions that are potentially
unfavourable to the company; and

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

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

L.5. Non-derivative financial instrumeits

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

Trade and other debtors -

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

Trade and other creditors

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

Investments in debt and equity securities
Investments in subsidiarics are carried at cost less impdirment.
1.6: = Intra-group financial instruments

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

L7 Tangible fixed assets
Tangible fixed assets are stated at cost less accumulated depreciation and accumulated impairment losses.

Depreciation is provided by the company to write off cost, less estimated residual value, of tangible fixed assets by
equal instalments over their estlmated uséful economic lives as follows:

Freehold bu.lldmgs ' 2.5% per annum
Plant and machinery 10% - 20% per annum
Fixtures and. fittings 10% per annum

No depreciation is provided on freehold land and assets in the course of construction.
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Notes to the financial statements (continued)
For the year ended 31 December 2018

1 General information and accounting policies (continuied)
18..  Internally-genciated imdngible asseis‘—rés’_eai‘ch and developinent expenditure

Expenditure on research acnvmes is recogmsed as an expense in the penod in which it is incurred.
An intemally-generated 1ntang1b1e asset arising from the Company’s REACH registrations or the development
phase of an internal project is recognised if; and only if; all of the following conditions have been demonstrated:

. the technical feamblhty of completing the' mtanglble assets so that it will be available for use o sale;

e the intention to complete the intangible asset and use or sell it;
o theability to use or sell the intangible asset;
o  how the intangible asset will generate probable futur¢ economic benefits;

e the avallablhty of adequate technical, financial and other resources to complete the development. and
to use or sell the intangible assets; and

e the ability to measure rehably the éxpenditure attributable to the mtanglble asset during its
development

The amount mmally recognised - for intenially-ge_nerated intangible assets is the sum of the expenditure
incurred from the date when the intangible asset first meets the recognition criteria listed above. Where no
1ntemally—gcnerated intangible asset can be recognised, dévelopment expenditure is recognised in profit or
loss in the period in which it is incurred. Subsequent to initial recognition, interally-generated intangible
assets are reported at cost less accumulated amortisation and accumulated impairment losses. Amortisation is
recogmsed ona stralght line basis over a perlod of § years.

18 Stocks

Stocks are stated at the lower of cost and net reahsable value. Cost is based on.the first-in first-out prmmple and.
includes expenditure incurred in acquiring the stocks, production or conversion costs and other costs in bringing
them’ to their existing locatxon and condition. In the case of manufactured stocks and work in progress, cost includes
an appropnate share of overhéads based on normal operatmg capacity: ’
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Notes to the financial statements (continued)

Tor the year ended 31 December 2018

1 - General information and accounting policies (continued)
.19, Impairment excluding stocks

Financial assets (including trade and other debtors)

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

An impairment loss in respect of a financial asset measured at amortised cost is calculated as the difference between
its carrying amount and the present value of the estimated future cash flows discounted at the asset’s original
effective interest rate. For financial instruments measured at cost less impairment an impairment is calculated as the
difference between its carrying amount and the best estimate of the amount that the Company would receive for the
asset if it were to be sold at the reporting date. Interest an the impaired asset continues to be recognised through the
wnwinding of the discount. When a subsequent event causes the amount of impairment loss to decrease, the decrease
in impairment loss is reversed through profit or loss.

Non-financial assets

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

The recoverable amount of an asset or cash-generating unit is the greater of its value in use and its fair value less
costs to sell. In assessing value in use, the estimated future cash flows are discounted to their present value using a
pre-tax discount rate that reflects current market assessments of the time value of money and the risks specific to the
asset. For the purpose of impairment testing, asscts that cannot be tested individually are grouped together into the
smallest group of assets that generates cash inflows from continuing use that are largely independent of the cash
inflows of other assets or groups of assets (the “cash-generating unit”). The goodwill acquired in a businéss
combination, for the purpose of impairment testing, is allocated to cash-generating units, or (“CGU”). Subject to an
operating segment ceiling test, for the purposes of goodwill impairment testing, CGUs to which goodwill has been
allocated are aggregated so that the level at which impairment is tested reflects the lowest level at which goodwill is
monitored for internal reporting. purposes. Goodwill acquired in a business combination ‘is allocated to groups of
CGUs that are expected to benefit from the synergies of the combination

An impainment loss is recognised if the carrying amount of an asset or its CGU exceeds its estimated recoverablée
amount. Impairment losses arc recognised in profit or loss, Impairment losses recognised in respect of CGUs are
allocated first to reduce the carrying amount of any goodwill allocated to the units, and then to reduce the carrying
amounts of the other assets in the unit (group of units) on a pro rata basis.

An impairment loss in respect of goodwill is reversed if and only if the reasons for the impairment have ceased to
apply.

In respect of other. assets, 1mpanment losses recognised in prior periods are assessed at each reporting date for any
indications that the loss has decréased or no longer exists. An impairment loss is reversed if there has been a chanige
in the estimates used to determine the recoverable amount. An impairment loss is reversed only to the extent that the
asset’s carrying amount does not exceed the carrying amount that would have been determined, net of depnematlon
or amortisatior, if no impairment loss had been recognised,
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For the year ended 31 December 2018

1 _ General information and accounting policies (continued)
1.10.  Employee benefits |

Defined contribution plans - ‘

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

Def ned benefit plans

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

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

Remeasurements arising from definied benefit plans comprise actuarial gains and losses, the return on plan assets
(excluding interest) and the effect of the asset ceiling (if any, excluding interest). The Company recognises them

- immediately in other comprehensive income and all other expenses related to defined benefit plans -in employee
benefit expenses in profit or loss.

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

L11. Turnover

Turmover is recognised in the profit and loss account when goods are supplied to customers against ordets received,
the significant risks and rewards of ownership have been transferred to the customer and the amount of turnover can
be measured reliably. Turnover excludes value added tax and other similar sales taxes. No tumnover is recognised
where the recovery of the consideration is not probable. Turnover is stated after the deduction of discounts and
allowances and returns. The methodology and assumptions used to estimate rebates and returns are monitoréd and
adjusted in the light of contractual and legal obligations, historical trends, past experience and projected market
conditions: . 4

1.12.  Expenses and other income
Opeérating lease paymeénts

Payments (excluding costs for services and insurance) made under operating leases are recognised i in the’ proﬁt and
loss account on a stralght-lme basis over the term of the lease. Lease incentives received are recognised in the profit
-and loss account as an integral part of the total lease expense.

Interest receivable and Interest pay'able
l_)zv;dend income

‘Dividend iricome is recognised in the profit and loss account on the date the entity’s right to receive payments is
established. -
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For the year ended 31 December 2018
1 General information and accounting pohclcs (continued)

L13.  Research and development :
.Research expend1ture is written off as incurred. Development expendlture 1s also written off, except where the
dlrectms are satisfied as to the technical, commerclal and fi nancial v1ab1hty of individual prOJects In such cases, the
identifiable expcndlture is capltahsed and written off over the life of the asset.

_ 114, Taxation

Tax on the proﬁt or loss for the ° 'year comprises current ard deferred tax. Tax is recogrised in the proﬁt and loss
account except to the extent that it relates to items recognised directly in equlty or other comprehenswe income, in
“which case it is récognised directly in equity or other comprehensivé income.

Current tax is the expected tax payable of recelvable on the taxable income or loss for the year, usmg tax rates
énacted or substantively énacted at the balance sheet date, and any" adjustment to tax payable in respect of prev1ous
years.

Deferred tax is prov1ded on temporary ¢ differences between the canymg amounts of assets and liabilities for financial
reportmg purposes and the amounts used for taxation purposes The followmg temporary differences are not prov1ded
for: the initial recogmtlon of goodwn]l the initial recognition of asscts ot liabilitics that affcct neither accounting nor
taxable proﬁt other than in a business combination, and differences relating to investments in subsidiaries to the extent
that they will probably not reverse in-the foreseeable fiiture. The amount of deferred tax provided is based on the
expected anner of realisation ot settlement of the ¢ carrying arount of assets and liabilities, usmg tax ratés enacted ot
substantively enacted at the balance sheet date

A deferred tax asset is recognised only to the extent that it is probablé that future taxable proﬁts will be avallable
against which the temporary difference can be utilised.
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Notes to the financial statements (continued)
For the year ended 31 December 2018
! Revenue

An analysis of the Company’s revenue is set out below:

Sale of ‘goods
Othet operiting income
-Interest receivable and similar income (note 6)

2.

Cytec Engineered Matérials Liml’red
Annual report and financial statements

3] December 2018
2008 - 2017
- 2000 £000
64,521 . 57,749
6,013 - 5,975

124° 1,337
65,061

Othier operating income represerits commissions received from fellow group ¢ompanies:.

The directors. consider the company to have oily one class of business bemg the manufacture and dlsmbutlon of
composntes and adheslves for.use, primarily in the aerospace and h1gh performance industrial markets.

. Geographical splir of turnover.is as ._fa'llows:

United Kingdom
~ Restof Europe
Rest-of the world

3 Opieratitig Profit
Iﬁclydgd in ope;’:atingproﬁt'fare- thefolll"o_win_gg,

Research and development expensed as incurred
Foreign exchange (gains) / 0ssés oh operating activities
Depreciation of tangible: ﬁxed assets (note 9)

Cost of stock recognised as an expense

Operating ledse payments — plant & equipment

Auditor’s remuneration:
-Audit of these:financial statements

“There are no'rion audit services for the current-and prior: year.

2018: : 2017

£000 - £000
12,022 9,931

~ 45,045 : 39,345
7,454 _ 8.473
64,521 57,949
2018 2017
£000 . ] £000
3,526 . . 4,685
(289) - @02)
1,689, L673
56,934 . 48,838
131 - 158
2018 2017
£000 - £000"

N
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4 Staff numbers and costs

Cytec Engzneered Matenab leued'
Annual report’ and financial statements

37 December 201 8

" The average | number of persons employed by the Company (mcludmg dxrectors) durmg the year analyscd by

category, was as follows

' Productlon
Non, roductlon and, admlmsmmon

The aggregate:payroll costs 6{th¢§e‘pe,;sons were as follows;

}
"Wapges and salaries -
Soci secunty costs
Contrlbutnons to-defined contnbunon plans

5  Diréctors” remuneration

Dxrectors remunemnon )
Company contributions to penswn ‘schieme’

Total remuneration

231

Number of*
2018
130
101

" 2018

i£'0'o'o

10, 078
1, 075
861

12,014

- s
P L

2018
£000

122

-39

361,

The remuneration for one director was borne by-a fellow subsidiary.company (2017: one)

Pensnons

Two:of the. dxrectors .ar¢ members. of the company deﬁncd contribiition'scherne (201 7: two)

nghest pald dlrector : !

iThc: above amounts for 1emunerat10n mclude the followmg m ‘respectof. the hlghest pa:d du'ector

: Duectors remuneratlon

,'Company contnbutmns to perision schcmc

'2018

employees
2017

130
103.

'2017

£000:

193
52
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- Notes to the financial statements (continued)
For'the year ended 31 December 2018 i
r Interest receivable and similar income .
‘ ' ' 2018 2017
£000 £000
lntelest receivable from fellow group:companies ' C ' 391 . 598
Amounts mcluded in thié cost of qualifying assets . 733 739
1,124
7 Interest payable and similar charges
2018 ' 2017
£000 £000.
Interest payable on barik overdrafts : ' 9
Taterest payable to parent company ‘ - 61
Tnterest payable to fellow. group. compames ) - 526
Net interest on' net definied benefit pension plan habl hty ~213
Total interest payable | I 637
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Notes to the financial statements (continiied)
For the year ended 31 December2018
8 Taxation
Retognised in the profit and loss account
s ww
£000 £000 £000 o £000
UK. corporahon tax ' ‘ :
Cuitert tax on-incotne, for the penod 584 . 1,909
Adjustments in respect of prior perlods = } Al»,'288
Overscas tax o & ) 6 .
Total currerit tax 4 S84 3,203
Deferred tax (see note 1 4) o
Ongmatlon and reversal of temporary : ’ (307)
diffeiences ) 262) . . . '
Adjustments in respect of prior periods 4
Total deferred tax : @8y (303)
Tax on profit A : S . ‘ 2,900
Tricome tax recognised in other comprehensive income s
’ ' ' . 2018 2017
£000 £000
.Remcasurcments of defiticd bericfit liability fate and return on scheme assets less than _ B
dls(,ount rate. 184 ©(24257)
Tax on rccogmscd pensmn fund asset : o 305 (480)
489 - (2737)
Reconciliation of effective tax rate L "
T C 2018 2017
£000 £000
 Profit before tax | 1,269 8,183
Proﬁt,for the year mulnplled by. standard rate of corporatron fax in the UK of . 19; 25% 241 1,575
Non: deductrble’expenses : o . . 28 (14 .
Non taxable income: . . 22
Change in tax. rate on deferred ‘tax balances : : ' 31
Overseas tax - ' =
Ovet /.(nder) prov1ded in pnor years i
ol tax experie | e 312

Finarice: Act 2015 (No 2) which was substantlvely enacted in October 2015 mcluded pmVlsrons to reduce the rate of _corporatlon
tax to 19% with effect’ from 1 Apnl 2017 and 17% from { Apnl 2020.
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Notes to the financial statements (contirued)

For the year ended 31 December 2018

9 Intangible fixed assets

Cost _
At 1 January 2018
Additions
At 31 Decémber 2018
Amortisation
At 1 January 2018
Charge in the year. -
At 31 December 2018

Netbookvalue -
As at-31 December 2018

. As at 31 December-2017.

- Cytec Engineered Materials Limited
Annual report and financial siatements
31 December: 2018

5988

Development
costs

. £2000

T e,

3,988

Devel'opmeﬁts costs at 31 Decembet 2018 telate to the new adhesives planf commissioriing and are considered to be
in progress at the year end, therefore no amortisation has been charged in the year.: Amortisation will be charged

from 1 Aptﬂ 2019,

10 Tangible fixed assets

.

Cost
» Balancc at 1 January 2018
Additions .
Disposals
Transfers
Balance af 31 December 2018
Depreclatlon
Ba.lance at 1 January: 2018
Dlsposals

. Dcprecnatlon charge. for thie.y year -

Bglanpb at ‘31 December 2018

Ne’i book valae
At31 Décember2017.

At31 December 2018

Frechold  Planfand  Fixtures
Landand . Machinery And fittings
bulldmgs o .
£000 £000. £000:-
2,328 20,809 1,966
(113)

73 1121 5
e m e
1,451 12,445 1,490
(113)

59 11,630
1510 . 13962

877 8364 476
891 7,855 " 476

Notes to the financial statements (continued)

Assets in

Course of

Construction - Total
£000 £90_0
66, 470 91,573
3 338 3,338
(1i3)
(.1,19.4>
war e
15,386
= 113)

1,689

66,470- 76,187
68,614 77,836
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For the year ended 31 December. 2018

1 Fixed as_SetA iny_estments
V Shares
in group
qn@grtakmgs
£000
. Cost and et boak value _ ; » _
Balance at I January 2018 : ' : 2
Additions . : : ’ L 29

‘Disposals : . o (o)

* Balance at'31 Décernbir 2018

The Compaiy has the followinig ivestments in siibsidiaries:

Country of : ‘ :
Name registration'  Principal activity - Shareliolding
Cytec‘ Russia LLC o . R'ussija Sales agenc.y and commerc1a1 99% ordinary
Regstered office: Building 4, 72 support C
Lén; gradskly Avenue 125315 Moscow;
Russm ] . 4 ‘ o ’
Cytec Nibras LLC UAE - Suppy/ tiading composit¢ materials  99%.ordinary

'Ground Fioor, Building B, Nlbras Al Ain

Aelospace park ‘Al'Ain International

Airport, UAE ‘ .
In April 2018 the investment.in Cytec Russia LLC was sold to Solvay Vostack, a fellow sub51d1a1y ccompany for
£116,000. '

The ¢ company subscribed for 99shares atthe mcorporatmn of Cytec Nibras LLC
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Notes to the financial statements (continued)
For the year ended 31 December 2018

2 Stocks

Raw mater 1als and consumables

leshed goods

13 Debﬁt:ors

Trade débtors

-Amounits owed. :by patent undertakmgs
Ariouats owed by fellow. subsidiary undertakmgs
Prepayments and accrued income

C)’tec Engmeered Materzals Limited
Annual report and fin nancial statements

2018
£000

8,657

4 591
4, 446

, 17594

31 December 2018

2017

£000

3,691
3,542 -

7,233

2017
£000

9,675
3,555
8,710
1,202 -

23,142

Thc amounts owed by fellow. subsidiary undertakings-are unsecured; repayable on, dcmand and are interest free. The amounts -
owed by paxcnt undertakmgs are unsecured, rcpayable on demand and are charged mterest at the mtercompany onthly rates

. 14 Creditors: amounts falling due within one year

Bank:overdrafts
Trade ‘ereditors

Amouats owed to parent ~undertakings
Amounts 0 ed‘to fellow subs1d1ary undertakmgs

rates

2018
£000

9,541
3,627
48,955

2017
£000

5 -
9,553
4,939
43253

Q]
2,333
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Notes to the financial statements (continued)
Yor the year ended 31 December 2018
15 Deferred tax assets and liabilities
Recognised deferred tax assets and liabilities
Deferred tax assets and liabilities are a'ttributébié to the follo_wing:
Movement.in deferred tax during the year -
' Assets Liabilities © Net.
2018 2017 2018 2017 2018 2017
£000 £000 £000 £000 - £000 £000
Tangible fixed assets 7 . 129) (981) , (981)
Employee benefits - ’ 292 . “27 (558). (558)
' Tax gsseté / (1iabi1iti¢§) 369 3 (1.156) (1,539) (‘1,53‘9)
Net of tax (liabilities)/assets. - & - -, - =
Net tax assets . 369 . (1,156) (1,539) © (1,539)
Movenient in deferred tax during the year . .
, ‘ ' 1 January - Recognised 31 December
2018 in income 2018
£000 ~ £000 £000
Tangible fixed assets (981) 329 (652) .
Employeé benefits v (558) ) 422 (136)
(1,539) 751 ©(788)
Movemerit in deferred tax during the prior year : ‘
: . ' 1 January Recognised 31 December
2017 in income 2017
£000 -£000 £000
Tangible fixed assets (1,246) 265 (981)
Eniployee benefits 2,141 (2,699) (558)
895 (2:434) (1,539)

16 Employee benefits
Defined bénefit plans

“Itie Company is-a member-of the Cyiec UK Pension Plan which provides benefits on final pensionablé pay.-As at 31 December.
2006 the scheme was closéd to futire accrual. '

2018 . 2017

£000 £000
YFotal defiried beriefit assct ‘ (51,482) (54,667).
Total defined benefit liability 50,9_82 53,296

(500) (1,371)
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For the year ended 31 December 2018
15 Employee benefits (continued)
Movements in net defined benefit liability/asset .
_ Defined benefit Faii-.value of plan assets  Net defined benefit
obllgation liability (asset)
2018 2017 2018 2017 2018 2017 -
£000 £000 £000 £000 £000 £000
Bélance at 1 January : 53,296 65,657 (34,667) (53,237) 1,371) 12,420
Included in profit or loss : : )
Inerest (income)/cost, . 1,569 1,772 (1,356) (1,439) 213 333
Past service cost 505 Co- ’ - B 505 -
2,074 1,712 (1,356). (1,439) 718 333
Included in OCI- : -
Remeasurements loss/(gam) '
Actuarial loss ansmg from changes (2,716) 1,002 - imt (2,716) 1,002
in financial assumptxons : ’ o o
Actuarial gdin arising from changes (892) (1,535) - - (892) (1,535)
in demographlc assumptnons ' _ :
Actuarial gain arising from scheme 1,132 (11,141) -. = 1,132 - (11,141)
experience : . ) _
Return on plan assets - s 3,479 (1,600) 3,479 (1,600)
cxcludmg interest income .
(2,476) (11,674) 3,479 (1,600) 1,003 o qQ 3,274)
" Other ’ : - .
Contributions paid by the employer - s (850) (850) (850) (850)
Benefits paid . (1,912) (2,459) 1,912 2,459 - %
Balance at 31 December 50,982 53,296 . (51,482) (54,667) = =(500) (1,371)
Plan assets ) . 2018 2017
’ £000 £000
Equity inistruments . 16,877 20,323
Debt mstruments . : 34,363 34, 236
Cash and cash equivalents . ' 242 108
Total B ‘ 51,482 " 54,667

All equlty securities and government bonds have quoted prices, in active markets, All govemment bonds are issued by
European governments and are AAA- or AA-rated. All other plan assets are not quoted in an active market

Actuarial assumptions

The followin gare the principal actuarial assumptions at the reporting date (expressed as wei'gh't_ed‘ averages)

B .o . 72018 2017
Discouiit rate-at 31 December 2.75% 2.50%
Future salary mcreases . n/a - nfa
Future pensmn increases ) ‘ 3. 10% 3, 05%
Revaluation in Defernient (in lme with CPI) 2.15% : - 2.15%
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15 Employee benefits (continued)

. The assumptions relating to longevity underlying thé pension liabilities at the balance sheet date are based on
standard actuanal mortahty tables and include an allowance for future lmprovements in longev1ty The assumptions .
aré cquivalent to expecting a 65-year old to live for a number of years as follows:

. Current pensioner aged 65: 21.8 years (male), 23.7 years (female).
. Future retiree upon reaching 65: 22.8 years (male); 24.9 years (female).
Sensitivity analysis

The calculation of the defined benefit obligation is sensitive to the assumptions set out above: The following table
summarises how the impact on the deﬁned beneﬁt obhganon at the énd of the reporting period would have mcreased
(decreased) as a result of a chiange in the respectivé assumptions by one percent:

Sensitivity  Assumptions L.iabi]i'ties Surplus/ D'eﬁci't 2017
(deficit) change '
£000 £000 £000 £000
Discount rate Down 1% L75% - 61,586 . (10,104) (10,604) (6,488)
Price inflation Up 1% 3.3% 58 119 (6, 637) A ]37) (9,876)

The above sensitivities are based on the average duration of the benefit obligation determined at the date of the last
full actuarial valuation at 31 March 2017 and are applied to adjust the defined benefit obligation at the end of the
reporting pcnod for the assumptions concémed. Whllst the analysis does not take account of the full dlstnbutlon of
cash flows expected under the plan,.it does provide an approxxmatlon to the sensitivity of the assumptions shown.

Funding

The Company’s cash contribution to the Scheme is determmed in accordance with the Pensions Act 2004. The

Company expects to pay £850,000 in contributions to its defined benefit plans in 2018 (2017: £850 000) The -

weighted average duration of the defmed benefit obligation at the end of the reporting period is 20 years (2017:
2lyears):

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

The total expense relating to these plans in the current year was £861, 000 (2017: £874, 000) There were no amounts
due to the defined contribution plans at the year end.
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16 Capital and reserves
Share capital
: . Ordinary shares o
2018 2017 -
. £000 £000
Authorised, alIotted called up and fully pald ) o ‘
Ordmary shares of i each - . 8400 8-’,40-0_'

l‘he company’s other reserves are as follows
l‘he capltal contribution reserve contains the prenuum arlsmg on 1ssue of equlty shares net of'issue expenses.
The profit and loss reservieé represents cumulatlve profits or losses nét of d1v1dends pa1d and other adjustments.

7 Operatl_ng leases
2018 017
s £
Lease payments under operating leases recognised as an expense in the.year 131 . 158
‘Non-cancellable operating lease rentals- which fall due as follows: _ ,
A 2018 - 2017
£000 £000
Less than ‘ong year : o - 9% o 23

‘Betvwcen ong and five yéars . 129 B

25 257

j;1'8' Cotnmitients

-.'Capztal commitments

‘During: the year ended 31 Déceimber 2018, the Company entered into"a’contract to purchase: property, plant-and
'equ1pment for £1 031 242 (201 7 £1 275 752)

19 Contin'gent'liabilities' .

The Company has guara.nteed duty chargcs to HM Customs; and Exc1se the ‘maximum llablhty at'the end: of the year A
-was £Sl 000 (201 7:£51, 000)
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10 Ultimate parent company and parent company of larger group |

The Company is a subsidiary undertakmg of Solvay S.A. which is the ultimate parent company mcorporated in
Relgmm ‘with a registered address at rue de Ransbeck 310, B+1 120 Brussels, and whlch is consideted the ultimate

tontrolling party.

The largest and smal]est group.in whlch the results of the Company are consolidated is that headed by Solvay S A.
No other group financial statements include the results of the Company. The consolidated financial statements of -
these groups are avallable to the public and may be obtained from www. solvay com or Solvay SA, rue de Ransbeck.
310, B-1120, Brussels.

u Accoun(lng estimates and judgements
Key sources of estimation uncertamty

The preparation of the financial statements requires the Company to make estlmates and assumptions that affect the
applicatlon of pohcles and reports amotinits. Estimates and judgements are contmually evaluated and are based on
the historical experience and other- factors, mcludmg expectations of future évents that are considered to be
feasonable under the cxrcumstances Actual results may differ from thése esnmates The estimates and assumptions
wliich have a a s1gmﬁcant risk-of causmg a material adjustment to the carrymg ‘value of asscts and liabilities are:

Defined benefit pension. scheme

The .determination of the pensmn cost and defined benefit obllgatlon of the Company s defined benefit pensmn _
schemes depends on the selection of certain assumptions which include the discount rate, inflation rate, salary
growth and rhortality. Assumptions made arc mutually consistent but may not be bome out in practise over the long
térm. The net asset stated in note 16 is based upon a valuatlon of scheme assets that are ot intended to be realised
in the short térm and which may change s1gnlﬁcantly The net asset stated in note 16 is also based upon an actuarial
valuation of scheme liabilities which is based upon cash ﬂow projections over very long penods of time thus
causing the valuation to be inherently uncertain,

Critical accounting ]udgements in applying the Company’s accodnting policies

The Directors do not consider that theré are any critical accounting judgements in. ‘applying the Company’s
accounting pohcles
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