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Strategic report

The directors present their strategic report for the year ended 3 1 December 2020.

Principalactivities

The principal activity of the Company is the manufacture and sale of suspended ceiling components, as well as the
design, manufacture and supply ofaluminium extrusions. The Company produces metal ceiling grids thatcanbe sold
individually orcombined with Ceiling Solutions Limited’s ceilingboards as a complete package.

On 30 September2019 the Company’s former ultimate parent undertaking sold its EMEA and Pacific Rim Businesses,
including the company and its subsidiaries to Knauf International GmBH. Following a ruling from the European
Commission Knauf were required to divest part ofthe European business and an announcement was made in Augpst
2019 confirming contracts had beensigned forthe acquisition ofthe divestitureby AURELIUS Development Ekven
GmbH.

The transaction was completed on 31 March2020.

Business review
Performance

Theresults forthe yearareset outon page 9. The Company’s turnover fortheyear decreased by 30%to £8.7 million
(2019: £12.4 million). Profit before taxation amounted to £13.4 million (201 9: £3.3 million). The large profitrecorded
in 2020 is due to the grouprestructure transactions shown in profit on sale of fixed asset investmentsof£11.1m,

The balance sheet asat3 1 December 2020 demonstrates that the financial position of the Company has reduced with
net assets of £4 million (2019: £11.1 million), which is attributable to the net profit of £13.1m and the dividend

paymentmadeduringthe year of £20.2m.
Risks and uncertainties

The directors have carefully considered the principal risks and uncertainties facing the business. The Company
operates in a competitive market place where continuing growth is dependent on maintaining existing customer
relationships and developing new business by offering high quality products and services. The key to success & to
leverage the Company’s position through the premium which its service offering demands. Competition within
foreign markets is a continuing risk to the Company, which could result in it losing sales to its key competitors. The
Company mitigates this risk by providing value added services to its customers, having fast response times notonly
in supplying products but in handling all customer queries, and by maintaining strongrelationships with customers.

The directors continue to investigate entry into further markets whilst remaining flexible in matching capacity and
production costs to actual demand.

Impactof Covid-19

Operations

As a result of the national lockdown resulting from Covid-19, customer demand was severely reduced, and the
operations of the business disrupted. The government lockdown impacted large parts of our industry with several of
our customers completely closing. Consequently, our production operations were closed for a period of time with our
sales, distribution centre and administrative functions running on a skeleton staff. Home working was deployed within
the business where possible. Where this was not possible, work environments were adapted following govemment
guidance. The company was able to quickly switch toa virtualenvironment with great success.
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Strategic report (continued)

Short Term Focus

The company acted quickly to utilise the government’s Job Retention Scheme for a portion of its employees in order
to protect as many jobs as possible. The vast majority of those employees who were placed on furlough have now
returned to work and, although demand continues to be softer than expected, the use of the Job Retention Scheme has
now been discontinued. This support, in addition to general lower business activity and cost containment programs
has protected the company against the catastrophic impacts of the pandemic. Whilst profitability in 2020 was
somewhat lower than initial expectations, performance overall remains positive. .
Long Term Focus .

The company has returned to almost full operations, following government guidance on social distancing and PPE.
Demand for our remaining markets and product sectors is expected to return to the 2019 level based on economic
forecasts for our industry which has been bome out by sales in the initial months of 2021. Accordingly, we expect the
business to return to its previous levels of profitability and cash generation. The pandemic is not expected to materially
alter the strategy of the company. New branding for the business was launched in November 2020 in which we will
continue to invest and develop in 2021 and beyond. The Directors continue to monitor ongoing developments in the
pandemic, along with government advice on operating safely for our staff, customers and suppliers.

Measurement

The Company uses a number of financial and non-financial Key Performance Indicators (“KPIs”) to measure
performance and these are reported both at management group and employee level. These KPIs include delivery
performance, customer complaints, internal rejections and yield, production reliability and productivity, sales plan
achievement, cost and a number of health and safety performance indicators. As far as financial performance is
concerned the key measures are gross margin and operating profit as reported on page 9. The directors consider that
the Company has a very effective measurement and reporting system, consistent with its size and complexity.

Future developments

The Company continues to invest in its capital equipment to improve operating efficiency. The extemal commercial
environment remains competitive albeit with a return to pre-pandemic levels of activity. Focus within the Company
will be on maintaining market share and price achievement in its existing markets along with the development of new
and additional products to effectively service our customer demand

By order of the board
ibmx
Unit 401
L A Davidson Princesway Central Team Valley Trading Estate
Director Gateshead
NE11 0TU
10 June 2021
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Directors’ report

The directors present their directors’ report and financial statements for the year ended 31 December 2020.

Proposed dividend
The directors authorised and paid a dividend of £20.2m in the year (2019: £3.5ni).

Included within the £20.2m dividend, £1.2m was paid in cash whilst £19m was a distribution related to the waiver of
an intercompany loan between Worthington Armstrong U.K. Limited and Ceiling Solutions Limited.

Directors

The directors who held office during the year, and changes since the year end, were as follows:

Willem A Middel (resigned 31 March 2020)
Dirk Jaspers (appointed 11 January 2021)
Lee A Davidson

Christophe Lloret-Linares (resigned 11 January 2021)

Political contributions

The Company made no political donations or incurred any political expenditure during the year (2019 £nil).

Disclosure of information to auditor

The directors who held office at the date of approval of this directors’ report confirm that, so far as they are each
aware, there is no relevant audit information of which the Company’s auditor is unaware; and each director has taken
all the steps that they ought to have taken as a director to make themselves aware of any relevant audit information
and to establish that the Company’s auditor is aware of that information.

Other information

An indication of likely future developments in the business and particulars of significant events which have occurred
since the end of the financial year have been included in the Strategic report.

Auditor
Pursuant to Section 487 of the Companies Act 2006, the auditor will be deemed to be reappointed and KPMG LLP

will therefore continue in office.

By order of the board

£®W;SL

L A Davidson ) Unit 401
Director Princesway Central Team Valley Trading Estate
Gateshead

NE11 0TU

10 June 2021
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Statement of directors’ responsibilities in respect of the Strategic report, the
Directors’ report and the financial statements

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

Company law requires the directors to prepare financial statements foreach financial year. Underthatlaw they have
elected to prepare the financial statements in accordance with UK accounting standards and applicable law (UK
Generally Accepted Accounting Practice), including FRS 101 Reduced Disclosure Framework.

Undercompany 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
preparingthese financial statements, the directors are requiredto:

¢ select suitable accounting policies and then apply them consistently;

o makejudgements and 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;

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

e usethe goingconcem basis of accounting unless they either intend to liquidate the company or to cease operations,
or haveno realistic altemativebut todo so.

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

The directors areresponsible for the maintenance and integrity ofthe corporate and financial information included on
the company’s website. Legislation in the UK govemning the preparation and dissemination of financial statements
may differ from legislationin other jurisdictions.
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Independent auditor’s report to the members of Worthington Armstrong U.K.
Limited

Opinion

We have auditedthe financial statements of Worthington Armstrong UK. Limited (“the company”) for the
year ended 31 December 2020 which comprise the Statement of comprehensive income, Balance sheet,
Statement of changes in equity and related notes, including the accounting policies in note 2.

In our opinion the financial statements:

e give a true and fair view of the state of the company’s affairsasat 31 December2020 and of its proft
forthe yearthenended;

e havebeenproperly prepared in accordance with UK accounting standards, including FRS 101 Reduced
Disclosure Framework;and

¢ havebeenpreparedin accordance with the requirements of the Companies Act 2006.
Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (“ISAs (UK)”) and
applicable law. Our responsibilities are described below. We have fulfilled our ethical responsibilities
under, and are independent of the company in accordance with, UK ethical requirements including the FRC
EthicalStandard. We believe that theaudit evidence we haveobtainedis a sufficient and appropriate bass

forouropinion.
Going concern

The directors have prepared the financial statements on the going concern basis as they do not intend to
liquidate the company or to cease its operations, and as they have concluded that the company’s financial
position means that this is realistic. They have also concluded that there are no material uncertainties that
could have cast significant doubt over its ability to continue asa going concern forat leasta year from the
date of approval of the financial statements (“the going concem period™).

In ourevaluation of the directors’ conclusions, we considered the inherent risks to the company’s business
model and analysed how those risks might affect the company’s financial resources or ability to contnue

operations over the going concem period.
Our conclusions based on this work:

¢ we consider that the directors’ use of the going concern basis of accounting in the preparation of the
financial statements is appropriate;

¢ wehavenotidentified, and concur with the directors’ assessment that there is not, a material uncertainty
related to events or conditions that, individually or collectively, may cast significant doubt on the
company's ability to continue as a going concem for the going concem period.

However, as we cannot predictall future events or conditions and as subsequent events may result in
outcomes that are inconsistent with judgements that were reasonable at thetime they were made, the above
conclusions are not a guarantee that the company will continue in operation.

Fraud and breaches of laws and regulations — ability to detect
Identifying andresponding torisks of material misstatement due to fraud

To identify risks of materialmisstatement due to fraud (“fraudrisks”) we assessed events or conditions that
could indicateanincentive or pressure to commit fraud or provide an opportunity to commit fraud. Ourrsk
assessment procedures included:
¢ Enquiring of directors as to the Company’s high-level policies and procedures to prevent and detect
fraud, as wellas whetherthey have knowledge of any actual, suspected oralleged fraud.
e ReadingBoardmeetingminutes.
Consideringremuneration incentive schemes and performance targets.
o Using analytical procedures to identify any unusual orunexpectedrelationships.
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Independent auditor’s report to the members of Worthington Armstrong U.K.
Limited (continued)

We communicated identified fraud risks throughoutthe audit teamand remained alert toany indications of
fraud throughoutthe audit.

As required by auditing standards, we perform procedures to address the risk of management override of
controls and the risk of fraudulent revenue recognition the risk that management may be in a position to
makeinappropriate accounting entries.

We did not identify any additional fraud risks.

We also performed procedures including:
e Identifying journal entries to test based on risk criteria and comparing the identified entries to
supporting documentation. These included unexpected pairings of journals crediting revenue.

e Evaluatedthebusiness purpose of significantunusual transactions.

Identifying and responding to risks of material misstatement due to non-compliance with laws and
regulations

We identified areas of laws andregulations that could reasonably be expected to have a materialeffecton
the financial statements from our general commercial and sector experience and discussed with the directors
and other management the policies and procedures regarding compliance with laws and regulations.

We communicated identified laws and regulations throughout our team and remained alert to any indications
of non-compliance throughoutthe audit.

The potential effect of theselaws and regulations on the financial statements varies considerably.

Firstly, the Company is subjectto lawsandregulations thatdirectly affectthe financial statements including
financialreporting legislation (including related companies legislation), distributable profits legislation and
taxation legislation and we assessed the extent of compliance with these laws and regulations as part of our
procedures on the related financial statement items.

Secondly, the Company is subject to many other laws and regulations where the consequences of non-
compliance could have a material effect on amounts or disclosures in the financial statements, for instance
through the imposition of fines or litigation. We identified the following areas as those most likely to have
such an effect: GDPR compliance, health and safety legislation, employment law, anti-bribery and money
laundering, environmental protection legislation and consumer rights, recognizing the nature of the
Company’s activities. Auditing standards limit the required audit procedures to identify non-compliance
with these laws and regulations to enquiry of the directors and other management and inspection of
regulatory and legal correspondence, if any. Therefore, if a breach of operational regulationsis not disclosed
to us or evident from relevantcorrespondence, anaudit will not detect that breach.

Context of theability of the auditto detectfraudor breaches of law or regulation

Owing to the inherent limitations of an audit, there is an unavoidable risk that we may nothave detected
some material misstatements in the financial statements, even though we have properly planned and
performed our audit in accordance with auditing standards. For example, the further removed non-
compliance with laws and regulations is from the events and transactions reflected in the financil
statements, the less likely the inherently limited procedures required by auditing standards would identify
it.

In addition, as with any audit, there remained a higher risk of non-detection of fraud, asthese may involve
collusion, forgery, intentional omissions, misrepresentations, or the override of internal controls. OQur audit
procedures are designed to detect material misstatement. We are not responsible for preventing non-
compliance orfraud and cannotbe expected to detect non-compliance with all laws andregulations.
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Independent auditor’s report to the members of Worthington Armstrong U.K.
Limited (continued)

Strategic reportand directors’ report

The directors are responsible for the strategic report and the directors’ report. Our opinionon thefinancial
statements does not cover thosereports and we do not express an audit opinion thereon.

Ourresponsibility is to read the strategic reportandthe directors’ report and, in doing so, consider whether,
based on our financial statements audit work, the information therein is materia lly misstated or inconsistent
with the financial statements or our audit knowledge. Based solely onthatwork:

o we havenot identified material misstatements in the strategic report and the directors’ report;

e inouropinionthe information given in those reports for the financial year is consistent with the financial
statements;and

e in ouropinion thosereports have been prepared in accordance with the Companies Act 2006.

Matters on which we are required to report by exception
Underthe Companies Act 2006 we are required to report to you 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

o the financial statements are not in agreement with theaccounting records and returns; or
¢ certain disclosures of directors’ remuneration specified by law are not made; or

e we havenotreceivedallthe informationand explanations we require for ouraudit.

We have nothing to reportin these respects.

Directors’ responsibilities

Asexplainedmore fully in their statement setout on page 8, the directors are responsible for: the preparation
of the financial statements and forbeingsatisfied that they give a true and fair view; such intemal control
asthey determine is necessary to enable the preparation of financial statements that are free from materal
misstatement, whether due to fraud or error; assessing the company’s ability to continue as a going concem,
disclosing, as applicable, matters related to going concern; and using the going concem basis of accounting
unless they eitherintend to liquidate the company or to cease operations, or haveno realistic alternative but

todo so.
Auditor’s responsibilities

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

A fuller description of our responsibilitiess is provided on the FRC’s website at
www.frc.org.uk/auditorsresponsibilities.
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Independent auditor’s report to the members of Worthington Armstrong U.K.
Limited (continued)

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

This report is made solely to the company’s members, as a body, in accordance with Chapter 3 of Part 16
of the Companies Act 2006. Ouraudit 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 reportand forno other purpose. To
the fullest extent pemitted by law, we do not accept or assume responsibility to anyone other than the
company and the company’s members, as a body, for ouraudit work, for this report, or for the opinions we
have formed.

David Mitchell (Senior Statutory Auditor)
for and on behalf of KPMG LLP, Statutory Auditor
Chartered Accountants
QuaysideHouse
110 Quayside
Newcastle upon Tyne

NE13DX

16 June 2021
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Profit and Loss Account and Other Comprehenswe Income
Jorthe year ended 31 December 2020

Note 2020 " 2019

£ £

Turnover : 2 8,710,974 12,419,508
Costof sales (6,033,977) (7,251,217)
Gross profit 2,676,997 5,168,291
Administrative expenses (368,872) (2,548,265)
Other operating income/(expenses) 3 34,804 (253,057)
Operating profit 2,342,929 2,366,969
Interestreceivable 7 14,567 -
Interest payable 8 (53,646) (58,179)
Profit on sale of fixed asset mvestments - 11,104,336 -
Dividends received from shares in subsidiary undertakmg,s - 1,181,023
Profit before taxation 3-6 13,408,186 - - 3,489,813
Tax on profit 9 (285,967) (442,902)
Profit for the financial year 13,122,219 3,046,911
Other comprehensfve income - -
Total comprehensive income for the year 13,122,219 3,046,911




Balance Sheet
at 31 December 2020

Fixed assets
Intangible assets
Tangible assets
Right of use assets
Investments

Current assets

Stocks

Debtors

Cash at bank and in hand

Creditors: amounts falling due within one year
Neét current assets

Total assets less current liabilitics
Creditors: amounts falling due in more than one year

Provisions for liabilities
Deferred tax liability

Net assets
Capital and reserves
Called up share capital

Share premjum account
Profit and loss account

Sharcholders’ funds

14

16

7

18

19

21

22
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2020
£ 3
895,278
1,397,053
2,292,331
1,491,205
2,530,768
396,550
4,418,523
(1,403,116)
3,015,407
5,307,738
(1,170,426)
(121,781)
4,015,531
1
477,184
3,538,346
4,015,531

1,588,049
225,843
2,327,471

4,141,363
(1,215,260)

2009
£

1,035,573
1,667,742
6,999,147

9,702,462

2,926,103

12,628,565

(1,427,187)

(138,512)

11,062,866

1
477,184
10,585,681

11,062,866

These financial statements were approved by the board of directors on 10 June 2021 and were signed on its behalf

™

L A Davidson
Director

Company registered number: 03316435

10



Statement of Changes in Equity

Balance at 1 January 2019

Total comprehensive income for the year
Profitor loss
Other comprehensive income

Total comprehensive income for the year

Transactions with owners, recorded directly in equity
Dividends

Total transactions with owners

Balance at 31 December 2019

Balance at1 January 2020

Total comprehensive income for the year
Profitor loss
Other comprehensive income

Total comprehensive income for the year
Transactions with owners, recorded directly in equity
Dividends

Total transactions with owners

Balance at31 December 2020

Worthington Armstrong U.K. Limited

Annual report and financial statements
31 December 2020

Called up Share Profit and

share premium loss Total
capital account account equity
£ £ £ £

1 477,184 11,038,770 11,515,955

- - 3,046,911 3,046,911

- - 3,046,911 3,046,911

- - (3,500,000) (3,500,000)

- - (3,500,000) (3,500,000)

1 477,184 10,585,681 11,062,866

1 477,184 10,585,681 11,062,866

- - 13,122,219 13,122,219

- - 13,122,219 13,122,219

- - (20,169,554) (20,169,554)

- - (20,169,554) (20,169,554)

1 477,184 3,538,346 4,015,531

11



Worthington Armstrong U.K. Limited

Annual report and financial statements
31 December 2020

Notes
(forming part of the financialstatements)

1 Accounting policies

Worthington Armstrong U K.Limited (the “Company”)is a private company incorporated, domiciled andregistered
in Englandin the UK. The registered number is 033 16435 and the registered address is Unit 401 Princesway Central
Team Valley Trading Estate, Gateshead, United Kingdom,NE11 0TU.

These financial statements were prepared in accordance with Financial Reporting Standard 101 Reduced Disclosure
Framework (“FRS 101”). The presentation currency of these financial statements is sterling.

In preparing these financial statements, the Company applies the recognition, measurement and disclosure
requirements of international accounting standards in conformity with the requirements of the Companies Act 2006
(“Adopted IFRSs”), but makes amendments where necessary in order to comply with Companies Act 2006 and has
set out below where advantage of the FRS 101 disclosure exemptions has beentaken.

In the transition to FRS 101, the Company has applied IFRS 1 whilst ensuring that its assetsand lia bilities are measured
in compliance with FRS 101. An explanation of how the transition to FRS 101 has affected the reported financil
position, financial performance ofthe Company is provided in note 29.

The Company’s ultimate parent undertaking, Aurelius Equity Opportunities SE & Co KGaA includes the Company
in its consolidated financial statements. The consolidated financial statements of Aurelius Equity Opportunities SE &
CoKGaA are prepared in accordance with Intemational Financial Reporting Standards and are available to the public
and may be obtained from Aurelius Equity Opportunities SE & Co. KGaA :Ludwig— Ganghofer— StraBe 6, 82031
Grunwald.

In these financial statements, the Company has applied the exemptions available under FRS 101 in respect of the
followingdisclosures

. Cash Flow Statement andrelatednotes;

. Certain disclosures regarding revenue;

. Certain disclosures regarding leases;

. Comparative period reconciliations for share capital, tangible fixed assets, intangible assets;

. Disclosures in respect of transactions with wholly owned subsidiaries;

. Disclosures in respect of capital management;

. The effects of new but not yet effective IFRSs;

. Disclosures in respect of the compensation of Key Management Personnel; and

. Disclosures of transactions with a management entity that provides key management personnel services to
the Company.

As the consolidated financial statements of Aurelius Equity Opportunities SE & Co KGaA include the equivalkent
disclosures, the Company has also taken the exemptions under FRS 101 available in respect of the following
disclosures.

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

The accounting policies set outbelow have, unless otherwise stated, beenapplied consistently to all periods presented

in these financial statements and in preparingan opening FRS 101 balancesheetat 1January 2019 for the purposes of
the transition to FRS 101.

Judgements made by the directors, in the application of these accounting policies that have significant effect on the
financial statements and estimates with a significantrisk of material adjustment in the nextyear arediscussed in note
25.

12
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Notes (continued)

1 Accounting policies

Measurement convention

The financial statements are prepared on the historical cost basis.
Going concern

Basis of prepanation - WAVE

The directors have prepared the financial statements on a going concern basis which they consider to be appropriate
forthe followingreasons.

As at31 December2020 the company had cash at bank of £396,550, net current assets of £2,799,457 and net assets
of £3,799,58 1. The company has historically funded its operations through the cash generated from operations. In
November2019 the Company entered into an asset backed lending agreement with BNP Paribas, as part of the sale
of the Company. This agreement s a revolving credit facility based on eligible inventory of£5,000,000 andhas a termm
of three years from initial drawdown, and attached financial covenants of inventory cover which are tested quarterly.
On 31 March2020£385,297.25 was drawn on the facilities and immediately passedto Aurelius Equity Opportunities
(“Aurelius™), the Company’s ultimate parent company, and this debtor balance remains at 31 December 2020. The
outstanding balance onthe facility at31 December2020 was £223,296.

As at 31 May 2021 the company had cash at bank of £979,260 and had an outstanding balance of £122,561 on the
facilities agreement (unaudited).

The company generates its revenue primarily through sales to CSL, who combine the metal grids with their ceiling
boards to sellto third parties as a complete package.

Management have prepared a base case cash flow forecast for a period of at least twelve months from the date of
approval of these financial statements which has been used as their basis of assessing the going concem basi of
preparation. Managementhave also prepareda severe but plausible downside scenario forecast for the same period as
part of this assessment which considers reasonably possible downsides and the anticipated impact of COVID-19 on
the operations and its financial resources. This forecast considers the potential ongoing macro-economic implications
of COVID-19 on the Company’s volume deliveries and also consideration ofthe performance of the Company during
the UK lockdowns to date, and assumes volumes throughout the forecastperiod are consistent with those experienced
in 2020. There are also mitigating actions, not incorporated into the severe but plausible scenario, that management
has considered, such as the suspension of non-committed, non-essential capital expenditure. Both the base case
forecast, and the severe but plausible downside forecast show that the company willhave sufficientfunds to continue
to meet its liabilities as they fall due, and will operate within its covenants for the forecast period.

Consequently, the directors are confident thatthe company will ha ve sufficient funds to continue to meet its lia bilities
asthey falldue foratleast 12 monthsfrom the date of approval ofthe financial statements and therefore have prepared
the financial statements on a going concemn basis.

13
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Worthington Armstrong UK. Limited

Annual report and financial statements
31 December 2020

Notes (continued)

1 Accounting policies (continued)

Investments in subsidiaries are carried at cost less impairment.
Cash andcash equivalents

Cash and cash equivalents comprise cash balances and call deposits. Bank overdrafts that are repayable on demand
and form an integral part of the Company’s cash management are included as a component of cash and cash
equivalents forthe purpose only of the cash flow statement.

®) Subsequent measurement and gains andlosses

Financialassets at FVTPL - these assets (other than derivatives designated as hedging instruments) are subsequently

measured at fair value. Net gains and losses, including any interest or dividend income, are recognised in profit or
loss.

Financial assets at amortised cost - These assets are subsequently measured at amortised cost using the effective
interest method. The amortised cost is reduced by impairment losses. Interest income, foreign exchange gams and
losses and im pairment are recognised in profit or loss. Any gain or loss on derecognition is recognised in proft or
loss.

Debt investments at FVOCI - these assets are subsequently measured at fair value. Interest income calculated using
the effective interestmethod, foreign exchange gains and losses and im pairm ent are recognised in profit or loss. Other
net gains and losses are recognised in OCI. On derecognition, gains and losses accumulated in OCI are reclassified to
profit orloss.

Equity investments at FVOCI - these assets are subsequently measured at fair value. Dividends are recognised as
income in profit orloss unless the dividend clearly represents a recovery of part of the cost of the investment. Other
net gains and losses arerecognised in OCI and are neverreclassified to profit or loss.

Financial habilities and equity

Financial instruments issued by the Company are treated as equity only to theextent thatthey meetthefollowing two
conditions:

(a) 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 obligationto delivera variable number of the Company’s own equity instruments oris a
derivative that will be settled by the Company’s exchanging a fixed amount of cash or other financial assets for a fixed
numberof its own equity 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 capitaland share premium a ccount exclude amounts in relation to those shares.

Financial liabilities are classified as measured at amortised cost or FVTPL. A financial liability is classified as at
FVTPL if it is classified as held-for-trading, it is a derivative, or it is designated assuch on initial recognition. Financial
liabilities at FVTPL are measured atfair valueandnetga ins and losses, including any interest expense, are recognised
in profit or loss. Other financial liabilities are subsequently measured at amortised cost using the effective interest
method. Interest expense and foreign exchange gains and losses are recognised in profit or loss. Any gain orloss on
derecognition is also recognised in profit or loss.
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Worthington Armstrong U K. Limited

Annual report and financial statements
31 December 2020

Notes (continued)

1 Accounting policies (continued)
Tangible fixed assets

Tangible fixed assets are statedatcost less accumulated depreciation andaccumulated im pairment losses.

Where parts ofanitem oftangible fixed assets have differentuseful lives, they are accounted for as separate items of
tangible fixed assets, for example land is treated separately from buildings.

Leases in which the Company assumes substantially all the risks and rewards of ownership ofthe leased asset are
classified as finance leases. All other leases are classified as operating leases. Leased assets acquired by way of
finance lease are stated on initialrecognitionatan amount equalto the lower of their fair value and the present valie
of the minimum lease payments at inception of the lease, including any incremental costs directly attributable to
negotiatingandarrangingthelease. Atinitialrecognitiona finance lease liability is recognised equalto the fair value
of the leased asset or, if lower, the present value of the minimum lea se payments. The present value of the m nimum
lease paymentsis calculated using the interest rate implicit in thelease. Lease paymentsare accounted for as descrbed
below.

The Company assesses at each reporting date whether tangible fixed assets (including those leased under a finance
lease)are impaired.

Depreciation is charged to the profit and loss account on a straight-line basis over the estimated useful lives of each
part ofanitem oftangible fixed assets. Leased assets are depreciated over the shorter ofthe lease term and their useful
lives. The estimated usefullives are as follows:

Leaseholdlandandbuilding - 10years
Plantand machinery - S5to 12 years
Fixtures and fittings - 7 years
Computer equipment - Syears
Office machines - Syears

Depreciation methods, useful lives and residual values are reviewed if there is an indication of a significant change
since last annualreporting date in the pattern by which the Company expects to consume anasset’s future economic
benefits.

Business combinations

All unincorporated business combinations are accounted for by applying the acquisition method. The company
measures goodwillat the acquisition date as the fair value of the consideration (excluding contingent consideration)
transferred less the net recognised amount (generally fair value) of the identifiable assets acquired and liabilities
assumed. Costsrelatingto the acquisition are expensesas incurred.

Intangible assets and gooadwill

Goodwill

Goodwill is stated at cost less any accumulated im pairment losses. Goodwill is allocated to cash-generating units or
group of cash-generating units that are expected to benefit from the synergies ofthe business combination from which
it arose.

Research and development
Expenditure on research activities is recognised in the profit and loss accountas anexpenseas incurred.
Amortisation

Amortisationis chargedto the profitor Joss on a straight-line basis overthe estimated useful lives of intangible assets.
Intangible assets are amortised from the date they are available foruse.

Goodwill is amortised on a straight line basis overits usefullife. Goodwill hasno residualvalue. The finite useful
life of goodwillis estimatedto be 3 years.
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Worthington Armstrong U.K. Limited
Annual report and financial statements
31 December 2020

Notes (continued)

1 Accounting policies (continued)
Write-offs

The gross carrying amount of a financial asset is written off (either partially or in full) to the extent that there & no
realistic prospectofrecovery.

Non-financial assets

The carryingamounts of the Company’s non-financial assets, other than stocks and deferred tax assets, are reviewed
ateachreporting dateto determine whether there is any indication of impairment. If any suchindication exists, then
the asset’srecoverable amountis estimated. Therecoverable amount of anassetor cash-generatingunit 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 discountrate that reflects current market assessments of the time
value of money andthe risks specific to the asset. Forthe purpose of impairmenttesting, assets thatcannot 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” or
“CGU”). The goodwillacquired in a business combination, forthe purpose of im pairmenttesting is allocated to cash-
generating units, or (“CGU”) that are expected to benefit from the synergies of the combination. Forthe purpose of
goodwill impairment testing, if goodwill cannotbe allocated to individual CGUs or groups of CGUs ona non-arbitrary
basis, the im pairment of goodwillis determined using the recoverable amount ofthe acquired entity in its entirety, or
if it has beenintegrated thentheentire entity into which ithas been integrated.

An impairment loss is recognised if the carrying amount of an asset or its CGU exceeds its estimated recoverable
amount. Impairment losses are 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 theotherassets in the unit (group ofunits) on a pro rata basis.

An impairmentloss is reversed if and only if the reasons for the im pairment have ceased to apply.

Impairment losses recognised in prior periods are assessed at each reportingdate for any indications that theloss has
decreasedorno longerexists. An impairment loss isreversed only to theextent thatthe asset’s carrying amount does
not exceed the carrying amount that would have been determined, net of depreciation or amortisation, if no impaiment
loss had beenrecognised.

Employee benefits
Defined contribution plans and other long term employee benefits

A defined contributionplanis a post-employment benefit plan under whichthe company paysfixed contributions into
a separate entity and willhavenolegal or constructive obliga tion to pay further amounts. Obligations for contributions
to defined contribution pension plans arerecognised as an expense in the profit and loss account in the periods during
which services are rendered by employees.

Termination benefits

Termination benefits are recognised as an expense when the company is demonstrably committed, without realistic
possibility of withdrawal, to a formaldetailed planto either terminate employmentbefore the nomalretirement date,
or to provide termination benefits as a result of an offer made to encourage voluntary redundancy. Termnation
benefits for voluntary redundancies are recognised as an expense if the company has made an offer of voluntary
redundancy, it is probably that the offer willbe accepted, and thenumber of acceptances can beestimatedreliably. If
benefits are payable more than 12 months a fter the reporting date, thenthey are discounted to theirpresent value.
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Worthington Armstrong U.K. Limited

Annual report and financial statements
31 December 2020

Notes (continued)

1 Accounting policies (continued)

Provisions

A provision is recognised in the balance sheet when the Company has a present legalor constructive obligationas a
result of a past event, that can be reliably measured and it is probable that an outflow of economic benefits will be
required to settle the obligation. Provisions are recognised at the best estimate of the amount required to settle the
obligation at thereporting date.

Where the Company enters into financial guarantee contracts to guarantee the indebtedness of other companies within
its group, 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.

Revenue

The goods sold by the company are predominately metal ceiling grid. Revenue is measured at the fair value of the
consideration receivable. This is the invoices value of the goods supplied, excluding value added tax. Revenue &
recognised when the customer obtains control of the goods, in most cases this is at the pointin time of transfer of legal
title of the goods, which is when the goods are delivered to the customer.

Expenses
Interest receivable andInterest payable

Interest payable and similar charges include interest payable, finance charges on shares classified as liabilities and
finance leases recognised in profit or loss using the effective interest method, unwinding of the discount on provisions,
and net foreign exchange losses that are recognised in the profit and loss account (see foreign currency accounting
policy).

Other interest receivable and similar income include interest receivable on funds invested and net foreign exchange
gains.

Interestincome and interest payable are recognised in profit or loss as they accrue, using the effective interest method.
Dividend income is recognised in the profit and loss account on the date the company’s right to receive payments &
established. Foreign currency gains andlosses are reportedon a netbasis.

Government grants

Govemment grants are shown gross in the profit and loss in other operating income. The grants are recognised i the
period to which they relate. During 2020 the company received governmentassistance in the form of the Coronavirus
Job Retention Scheme, there are no unfulfilled conditions and no other government assistance.

Taxation

Tax on the profit or loss for the year comprises current and deferred tax. Tax is recognised in the profit and loss
account except to the extent that it relates to items recognised directly in equity or other comprehensive income, in
which case it is recognised directly in equity or other comprehensive income.

Current tax is the expected tax payable orreceivable onthe taxable income or loss for the year, using tax rates enacted
or substantively enacted at thebalance sheet date, and any adjustment to tax payable in respect of previous years.

Deferredtax is provided ontiming differences which arise from the inclusion of income and expenses in tax assessments
in periods different from those in which they are recognised in the financial statements. Timing differences between
accumulated depreciation and tax allowances for the cost ofa fixed asset are notprovided for if and when all conditions
forretaining the tax allowances have beenmet. Deferredtax is notrecognised on permanent differences arising because
certain types of income or expense are non-taxable or are disallowable for tax or because certain tax charges or allowances
are greater or smaller than the corresponding income or expense.



Worthington Armstrong U.K. Limited

Annual report and financial statements
31 December 2020

Notes (continued)

1 Accounting policies (continued)
Taxation (continued)

Deferred tax is provided in respect of the additional tax that will be paid oravoided on differences between the amount
at whichan asset (other than goodwill) or liability is recognised in a business combination and the corresponding amount
thatcanbe deducted or assessed for tax. Goodwillis adjusted by the amount of such deferred tax.

Deferred tax is measured atthetaxrate thatis expectedto apply to the reversal of the related difference, using tax rates
enacted or substantively enacted atthe balance sheetdate. Deferred tax balances are notdiscounted.

Unrelieved tax losses and other deferred tax assets are recognised only to the extent that is it probable that they will
berecoveredagainst thereversal of deferred tax Liabilities or other future taxable profits.

Leases

The Company recognises a right-of-use asset and a lease liability at the lease commencement date. The right-of-use
asset is initially measured at cost, which comprises the initial amount of the lease liability adjusted for any lease
payments made at or before the commencementdate, plus any initial direct costs incurred [and an estimate of costs to
dismantle and remove the underlying asset or to restore the underlying asset or the site on which it is located], less
any leaseincentives received.

Theright-of-use asset is subsequently depreciated using the straight-line method from the commencement date to the
end of the lease term, unless the lea se transfers ownership of the underlying asset to the Company by the end of the
lease term orthe cost of the right-of-use asset reflects that the Company will exercise a purchase option. In that case
the right-of-use asset will be depreciated overthe useful life of the underlying asset, which is determined on the same
basis as those of property and equipment. In addition, the right-of-use asset is periodically reduced by impaiment
losses, if any, and adjusted for certain remeasurements of the lease liability.

The lease liability is initially measured at the present value of the lease payments that are not paid at the
commencement date, discounted using the interestrate implicit in thelease or, if that rate cannot be readily determined,
the Company's incremental borrowingrate.

Lease payments included in the measurement of the lease liability comprise the following:
- fixed payments, including in-substance fixed payments;

- variable leasepayments thatdepend onanindex ora rate, initially measuredusingthe index orrate as at the
commencementdate

- amounts expected to be payable undera residual value guarantee; and
- theexercise price under a purchase option thatthe Company is reasonably certain to exercise,

- lease payments in an optional renewal period if the Company is reasonably certain to exercise an extension
option,and

- penalties forearly termination of a leaseunless the Company is reasonably certain not to terminate early.

The lease liability is measured at amortised cost using the effective interest method. It is remeasured whenthere s a
changein future lease payments arising from a change in an index orrate, thereis a change in the Company's estimate
of the amount expected to be payable under a residual value guarantee, if the Company changes its assessment of
whether it will exercise a purchase, extension or termination option or if there is a revised in-substance fixed kase
payment.

When the lease liability is remeasured in this way, a corresponding adjustment is made to the carrying amount of the
right-of-use asset, to the extent that the right-of-use assetis reduced tonil, with any further adjustment required from
the remeasurement beingrecorded in profit orloss.

The Company presents right-of-use assets that do not meet the definition of investment property in 'property, plant
and equipment' and lease liabilities in 'loans andborrowings' in the statement of financial position.
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Worthington Armstrong UK, Limited

Annual report and financial statemeénts -
31 December 2020

Notes (continued)

2 Turnover
2020 2019
£ £
Sale of goods 8,710,974 12,419,508

The Company’s turnover arose from its principalactivity being the sale of a singular product line, metal ceiling grid.
The analysis of tumover by geographical destination is as follows:

2020 2019
£ £
UK 4,889,662 7,974,406
Rest of Europe 3,821,312 4,445,102
8,710,974 12,419,508
3 Other operating income/(expenses)
2020 2019
£ £
Income from HMRC Job Retention scheme 96,500 -
Royalties payable to parent company (61,696) (253,057)
34,804 (253,057)
4 Expensesand auditor’s remuneration
Included in profitloss arethe following:
2020 2019
£ £
Depreciation of tangible fixed assets 209,702 223,047
Depreciation on right of use assets 270,689 269,075
Impairment loss on inventories 6,937 4,874
Overall net foreign exchange (gains)/losses (1,098,613) 31,960
Auditor’s remuneration:
2020 2019
£ £
Audit of these financial statements 30,000 20,000
Amounts receivable by the auditors and their associates in respect of:
Taxation compliance services 6,900 6,900
All other services 1,300 1,300
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Worthington Armstrong U.K. Limited
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31 December 2020

Notes (continued)

5 Staff numbers and costs

The average number of persons employed by the Company (including directors) during the year, analysed by category,
was as follows:

Number of employees

2020 2019
Production 19 23
Administration ) 7 8
26 31

The aggregatepayroll costs ofthese persons were as follows:
2020 2019
£ £
Wages and salaries 820,987 973,197
Social security costs 81,964 93,899
Pension costs (note 20) 42,485 35,745
945,436 1,102,841

6 Directors’ remuneration

None of the directors received any emoluments for their services asdirectors of the company (2019: £nil).

7 Interestreceivable
2020 2019
£ £
Receivable on loans to related undertakings ’ . 14,567 -
14,567 -

8 Interest payable

2020 2019
£ £
Interest payable on factoring facility 4,999 -
Interest payable on right of use liability 48,647 58,179
53,646 58,179
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Notes (continued)

9 Taxation

Tax expense recognised in the profit and loss account

2020 . 2019
£ £ £ £
UK corporation tax
Current tax on income for the period 292,434 459,994
Adjustments in respect of prior periods 10,264 2,211
Total current tax 302,698 462,205
Deferred tax (see note 19)
Origination of timing differences (16,731) (19,303)
Total deferred tax (16,731) (19,303)
Total tax expense recognised in profit and loss 285,967 442,902
Reconciliation of effective taxrate .
2020 2019
£ £
Profit for the year 13,122,219 2,872,101
Total tax expense 285,967 442,902
Profitexcluding taxation 13,408,186 3,315,003
Tax usingthe UK corporation tax rate of 19% (2019: 19%) 2,547,555 629,851
Non-taxable income (2,325,774) -
Expenses not deductible for tax purposes 53,922 (189,160)
Adjustments to tax charge in respect of previous periods 10,264 2,211
Total tax expense recognised in profit or loss 285,967 442,902

Factors that may affect futurecurrent andtotaltax charges

Increase in the UK corporation taxrate from 19%to 25% (effective from 1 April2023) was substantively enacted on
24 May 2021. The deferred tax balance at 31 December2020 has been calculated based on these rates. An increase
in the rate to 25% (effective from 1 April2023) wasnot substantively enacteduntil 11 March 2021 and has therefore
not been considered for the deferred tax calculation. This rate increase would increase the deferred tax liability by
£38,367
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10 Intangible assets

Goodwill
£
Cost .
Balance at 1 January 2020 and at 31 December 2020 786,647
Impairment
Balance at 1 January 2020 and at 31 Decembe; 2020 786,647
Amortisation for the year -
Balance at 31 December 2020 786,647

Net book value
At 31 December 2020

At 31 December 2019

The goodwill relates to the acquisition made in a previous period. Itis the directors’ opinion that the goodwill was
fully impaired priorto thetransition date due to changesin the related market and the assets brought into the company
no longerproviding an expected economic benefit.

11 Tangiblefixed assets

Plant,
Leasehold machinery, Assets
land and Fixtures toolsand under
buildings  and fittings equipment construction Total
£ £ £ £ £
Cost
Balance at 1 January 2020 436,356 23,535 3,989,511 19,835 4,469,237
Additions - - 3,810 65,597 69,407
Balance at 31 December 2020 436,356 23,535 3,993,321 85,432 4,538,644
Depreciation
Balance at 1 January 2020 347,219 23,535 3,062,910 - 3,433,664
Charge for year 11,093 - 198,609 - 209,702
Balance at 31 December 2020 358,312 23,535 3,261,519 - 3,643,366
Net book value
At 31 December 2020 78,044 - 731,802 85,432 895,278
At 31 December 2019 89,137 - 926,601 19,835 1,035,573
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Notes (continued)
12 Rightof use assets

Cost

Balance at 1 January 2020
Additions

Disposals

Balance at 31 December 2020

Depreciation

Balance at 1 January 2020
Charge for year
Disposals

Balance at 31 December 2020

Net book value
At 31 December 2020

At 31 December 2019

13 Fixed assetinvestments

Cost and net book value
Balance at 1 January 2020
Disposals

Balance at31 December 2020

Worthington Armstrong U.K. Limited

Annual report and financial statements
31 December 2020

Plant,

Leasehold machinery,

land and toolsand
buildings equipment Total
£ : £ £
1,861,563 75,254 1,936,817
1,861,563 75,254 1,936,817
242,813 26,262 269,075
242,813 27,876 270,689
485,626 54,138 539,764
1,375,937 21,116 1,397,053
1,618,750 48,992 1,667,742

Due to the sale and carve outon 31 March2020 all of the shares in group undertakings were disposed.

14 Stocks

Raw materials and consumables
Finished goods

Shares in

group

undertakings

£

6,999,147

(6,999,147)

2020 2019

£ £
1,091,755 1,085,135
399,450 502,914
1,491,205 1,588,049

Raw materials, consumables and changes in finished goods and work in progress recognised as cost of sales in the

yearamountedto £5,771,989 (2019: £7,202,128).
Stock is stated after provisions for im pairment of £61,967 (2019: £75,198).
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15  Debtors
2020 2019
£ £
Trade debtors 231,833 -
Amounts owed by related undertakings 1,803,822 188,566
Other debtors 170,507 20,473
Other taxation and social security 324,606 -
Prepayments and accrued income - 16,804
2,530,768 225,843
Due within one year 2,530,768 225,843

Trade debtors is stated after provisions for im pairment of £nil (2019: £nil).

Amounts owed by group undertakings are unsecured, interest bearing (between 3% and 5%) and are repayablk on

demand.

16  Cashandcashequivalents/bank overdrafts

2020 2019
£ £
Cash at bank and in hand 396,550 2,327,471
17  Creditors: amounts falling due within one year
2020 2019
£ £
Trade creditors 710,564 588,188
Factoring facility 223,296 -
Right of use liability 256,253 260,174
Amounts owed to related undertakings - 20,881
Other taxation and social security 28,055 16,853
Other creditors 6,843 -
Corporation tax 41,421 150,833
Accruals and deferred income 136,684 178,331
1,403,116 1,215,260
Amounts owed by groupundertakings are unsecured, interest free and are repayable on demand.
The factoring facility relates to inventory andhas an interest rate 0f2.25% and is repayable on demand.
18  Creditors: amounts falling due in more than one year
2020 2019
£ £
Right ofuse liability 1,170,426 1,427,187
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19  Deferred tax liabilities

2020 2019

£ £

Balance at 1 January 138,512 157,815
Credit to the profit and loss for the year (16,731) (19,303)
Balance at 31 December 121,781 138,512

The elements of deferred taxation are as follows:

2020 2019

£ £

Difference between accumulated depreciation and capital allowances 121,781 138,512
121,781 138,512

20 Employee benefits

The Company makes contributions to employees’ personal pensionschemes. The pension cost charge for the period
represents contributions payable by the company to the scheme and amountedto £35,745 (2019: £35,745).

Contributions amounting to £4,746 (201 9: £4,746) were payable to the schemeand are included in creditors.

21  Called upshare capital
Ordinary shares

2020 2019
On issue at 1 January 1 1
[ssued for cash - -
On issue at 31 December — fully paid 1 1
2020 2019
£ : £

Allotted and fully paid
1 Ordinary share of £1 1 1
Shares classified in shareholders’ funds 1 1
1 1

Theholder of the ordinary share is entitled to receive dividends as declared from time to time and is entitled to one
vote per share atmeetings of the Company.

Dividends

A dividend of £20,169,554 was paid in the year. The directors do not recommend the payment of a final dividend
(2019: £3.5millionpounds).
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22 Reserves

Balance at 1 January 2019
Profit for the year
Dividend paid

Balance at 31 December 2019

Balance at 1 January 2020
Profit for the year
Dividend paid

Balance at31 December 2020

23 Financialinstruments

No financial assets or liabilities are measured at fair value through profit and loss.

The carrying amounts ofthe financial assets and liabilities include:

Financial assets that are debt instruments measured at amortised cost
- Trade debtors

- Amounts owed by related undertakings

- Other debtors

Financial liabilities measured at amortised cost
- Trade creditors
- Amounts owed to related undertakings

Worthington Armstrong U.K. Limited
Annual report and financial statements

Share
premium
account
£

477,184

477,184

477,184

477,184

2020

231,833
1,803,822
170,507

2,206,162

710,564

710,564

31 December 2020

Profit and
loss account
£

11,038,770
3,046,911
(3,500,000)

10,585,681

10,585,681
13;122,219
(20,169,554)

3,538,346

2019

188,566
20,473

209,039

588,188
20,881

609,069
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24 Ultimate parent company and parent company of larger group

The Company is a wholly owned subsidiary undertaking of Ceiling Solutions Limited , which is a wholly owned
subsidiary undertaking of Aurelius Development Eleven GmbH, a company incorporated in Germany. As at the
balance sheet date, Aurelius Development Eleven GmbH was a wholly owned subsidiary of Aurelius Equiy
Opportunities SE & Co KGAa. On 30 September2019 Armstrong World Industries Inc. sold its EMEA and Pacifc
Rim business to Knauf. As a result of a ruling by the European Commission Knauf were required to carve out certain
businesses, including Worthington Armstrong U K. Limited. The carve out and sale of Worthington Armstrong U.K.
Limited to AURELIUS Development Eleven GmbH was completed on3 1 March 2020.

As at 31 December 2020 Worthington Armstrong UK Limited is a wholly owned subsidiary of Ceiling Solutions
Limited, a company registered in the United Kingdom. The ultimate parent of Ceiling Solutions Limited is
AURELIUS Equity Opportunities SE & COKGaA.

25 Accounting estimates and judgements

In the preparation ofthe financial statements, it is necessary forthemanagement ofthe company tomakejudgements,
estimates and assumptions that may affect the application of accounting policies and the reported amounts of assets
and liabilities, and income and expenses. The estimates and associated assumptions are based on historical experience
and various other factors thatare believed to be reasonable under the circumstances. Actualresults may differ from
these estimates. The key areas requiring the use of estimates and judgements which may significantly affect the
financial statements are consideredto be:

Impairment of debtors

The company recognises loss allowance for expected credit losses on financial assets measured at amortised cost.
When determining whether the credit risk of a financial asset has increased significantly since initial recognition and
when estimating ECL, the Company considers reasonable and supportive information that is relevant and avaikble
without undue cost or effort. This includes both quantitative and qualitative information and analysis, based on the
Company’s historical experience and informed credit assessment and including forward-looking information.

Stockprovisioning

The Company designs, manufactures and sells products which are subject to changing technologicaladvances. Asa
result it is necessary to considerthe recoverability of the cost of inventory and the associated provisioning required.
When calculating the inventory provision, management considers the nature and condition of the inventory, as well
as applying assumptions around anticipated sa leability of finished goods and future usage of raw materials. See note
14 forthe net carrying amount of the in ventory and associated provision.

26 Explanation of transition to FRS101 from FRS102
As statedin note 1, these arethe Company’s first financial statements prepared in accordance with FRS 101.

The accounting policies set outin note 1 andhavebeen applied in preparing the financial statements for the year ended
31 December 2020, the comparative information presented in these financial statements for the year ended 31
December2019 and in the preparation ofan opening FRS 101 balance sheetat 1 January 2019 (the Company’s date
of transition).

In preparing its FRS 101 balance sheet, the Company has adjusted amounts reported previously in financial statements
prepared in accordance with its old basis of accounting (FRS 102). An explanation of how the transition from FRS
102 to FRS 101 has affected the Company’s financial position and financial performance is set out in the following
tables andthe notes thataccompany the tables.
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26 Explanation of transition to FRS101 from FRS102 (continued)

Reconciliation of equity

Note

Fixed assets

Intangible assets C
Tangible fixed assets

Right of use assets A
Investments

Current assets

Stocks

Amounts owed by group undertakings
Corporation tax recoverable

Other debtors

Prepayments and accrued income
Cash at bank and in hand

Creditors: amounts due within one
year

Trade creditors

Amounts owed to group undertakings
Right of use liability A
Other taxation and social security
Corporation tax

Accruals and deferred income B

Net current assets

31 December 2020

1 January 2019 31 December 2019
Effect of
Effect of transition
transition to FRS
FRS 102 -toFRS 101 FRS 101  FRS 102 101 FRS 101
£ £ £ £ £ £
174,810 (174,810) - - - -
1,192,569 - 1,192,569 1,035,573 - 1,035,573
- 1,933,294 1,933,294 - 1,667,742 1,667,742
7,217,317 - 7,217,317 6,999,147 - 6,999,147
8,584,696 1,758,484 10,343,180 8,034,720 1,667,742 9,702,462
1,448,981 - 1,448,981 1,588,049 - 1,588,049
393,529 - 393,529 188,566 - 188,566
19,070 - 19,070 - - -
125,647 - 125,647 20,473 - 20,473
37,814 - 37,814 16,804 - 16,804
2,427,439 - 2427439 2,327,471 - 2,327,471
4,452,480 - 4,452,480 4,141,363 - 4,141,363
813,099 - 813,099 588,188 - 588,188
82,171 - 82,171 20,881 - 20,881
- 249,069 249,069 - 260,174 260,174
39,519 - 39,519 16,853 - 16,853
- - - 150,833 - 150,833
248,311 5,495 253,806 164,771 13,560 178,331
1,183,100 254,564 1,437,664 941,526 273,734 1,215,260
3,269,380 254,564 3,014,816 3,199,837 273,734 2,926,103
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26 Explanation of transition to FRS101 from FRS102 (continued)

Reconciliation of equity (continued)

1 January 2019 31 December 2019
Effect of
Effect of transition
transition to FRS
FRS 102 to FRS 101 FRS 101 FRS 102 101  FRS101
Note £ £ £ £ £ £
Creditors: amounts falling due after
more than one year
Right ofuse liability A - 1,684,225 1,684,225 - 1,427,187 1,427,187
Provisions for liabilities
Deferred tax liability 157,815 - 157,815 138,512 - 138,512
157,815 - 157,815 138,512 - 138,512
Net assets 11,696,261 (180,305) 11,515,956 11,096,045 (33,179) 11,062,866
Capitaland reserves
Called up share capital 1 - 1 1 - 1
Share premium account 477,184 - 477,184 477,184 - 477,184
Profit and loss account 11,219,076 (180,305) 11,038,771 10,618,860 (33,179) 10,585,681
Shareholders’ equity 11,696,261 (5,495) 11,515,956 11,096,045 (33,179) 11,062,866
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26 Explanation of transition to FRS101 from FRS102 (continued)
Reconciliation of profit for 31 December2019

Effect of

transition to
Note FRS 102 FRS 101 FRS 101
£ £ £
Turnover 12,419,508 - 12,419,508
Costof sales (7,251,217) - (7,251,217)
Gross profit 5,168,291 - 5,168,291
Administrative expenses A (2,753,570) 205,305 (2,548,265)
Other operating expenses (253,057) - (253,057)
Operating profit : 2,161,664 . 205,305 2,366,969
Income from shares in group undertakings 1,181,023 - 1,181,023
Interest payable on right of use liability A - (58,179) (58,179)
Profit before taxation ’ 3,342,687 147,126 3,489,813
Taxation (442,902) - (442,902)
Profit for the year 2,899,785 147,126 3,046,911

Notes tothereconciliation

A) IFRS 16 provides a single lessee accountingmodel, requiring lessees to recognise assets and liabilities

B)

C)

forall leases unless the lease tem is 12 months or less or the underlying-asset has a low value. As a

result a right of use asset and liability have beenrecognisedas at 1 January 2019 for the operating leases
which were historically recognised in the profit and loss under FRS102.

The depreciation on theright of use assets for2019 0f£269,075 is shown in administrative expensesbut
this is offset by the rent charge reversed out ofthe profit and loss relating tothe accounting of operating
leases under FRS102 0f£299,560 which is shown net in administrative expenses £30,495.

The interest on the right of use Lability for2019 of £58,179 is shown in interest payable and simiar
expenses

One of the operating lease contracts includeda rent free period. Under FRS102 rent from an operating
lease mustbe evenly spread and as aresult an accrual fortherent free period was included in the balance
sheet as at 1 January2019. Due totherecognition oftheright of use assets and liabilities the accrual was
reversed on transitionto FRS101.

UnderFRS 102 goodwillis amortised over an estimated useful live whereas therequirements of IAS 36
are that goodwill should not be amortised, but should be tested annually for impairment. The goodwil
relates to the acquisition made in a previous period. It is the directors’ opinion that the goodwill was
fully impaired prior tothe transition date due to changes in the related market and the assetsbroughtinto
the company no longer providing an expected economic benefit. Therefore, the carrying valie of
goodwill has beenreducedtonil on the date oftransition, and the amortisation charge of £174,8 10 which
had beenrecognisedin the income statement fortheyearended3 1 December2019has been reversed.
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