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DOW SILICONES UK LIMITED

STRATEGIC REPORT
FOR THE YEAR ENDED 31 DECEMBER 2020 .

The directors present the Strategic Report of Dow Silicones UK Limited (the "company") for the year ended 31
December 2020.

PRINCIPAL ACTIVITY

The company's principal activity’during the year continued to be the manufacture and marketing of silicone products.

BUSINESS REVIEW

Our business strategy in 2020 was a to keep a good balance between sales volume and profit generation.
Uncertainty around the UK's position in the global market and in Europe as well as.Covid 19 did not help to
facilitate clear business direction. The main product lines remained stable during 2020. Operationally, our focus
is constant in having a best in class safety and process safety performance while we continue to improve our
reliability and effcuency

PERFORMANCE REVIEW

As shown in the Company'’s profit and loss account on page 17, turnover decreased from £453,811,000 in 2019 to
£420,048,000 in 2020.The turnover is intercompany generated and is decreased as a resuit of market conditions -
(customer demand) which were adversely impacted by COVID-19.

Other Operating income has decreased from £7,720,000 in 2019 to an other operating expense of -£6,151,000 in
2020 which was mostly related.to decommissioning costs. The.loss before taxation has decreased from
£13,160,000 in 2019 to -£3,068,000 in 2020. The loss is mainly due to the impact of COVID-19 related lower
demand. The balance sheet on page 18 of the financial statements shows the Company’s financial position. At the
year end the Company had net assets of £307,587,000 (2019: £295,489,000) and net current assets of £74,379,000
compared to net current assets of £60,725,000 in 2019. The main contrlbutlng movement of the assets was the
increase in the amount for debtors.

PRINCIPAL RISKS AND UNCERTAINTIES

Our principal risks fall into three categories. The first is the uncertainty around the UK’s long-term position and
competitiveness in a global market. The second relates to regulatory challenges and energy costs within Europe,
‘and their impact on the competitiveness of EU-based businesses. And the third one is the pandemic caused by
coronavirus disease 2019 ("COVID-19") and it's economic impact on global economy.

Whilst these uncertainties will continue through 2021 and beyond, the conﬁpz‘any’s strategy for long-term success
is clear and robust and its foundation remains financially strong. We continue to take the necessary action to
strengthen our position and to invest in developing innovative products for the company's customers.

The Company manages competitive pressure risk both within the UK and overseas by providing value added
services to its customers, having fast response times not only in supplying products but in handiing all customer
queries and by maintaining strong relationships. The company’'s product portfolio contains high technology
products which increase the company’s competiveness in the market. The company aims to maintain this
competitive advantage by continually responding to the high technological needs of the customers.

The pandemic caused by coronavirus disease 2019 ("COVID-19") has impacted all geographic regions where Dow
products are produced and sold, including the UK. The local spread of COVID-19. resulted in significant mitigation
measures, including government-directed quarantines, social distancing, travel restrictons and/or bans, and
restricted access to certain sites. The facilities in the UK have been designated essential operations and as a resuilt
these manufacturing sites continue to operate and are doing so safély, having implemented social distancing and
enhanced health, safety and sanitisation measures.

Dow's regional Crisis Management Teams (“CMTs") continue to work closely with site leadership and are adjusting
alert levels as warranted on a site by site basis. At the time of this filing, a large number of Dow Silicones UK Limited
workforce is working remotely. The CMTs are looking to initiate the implementation of a comprehensive Return to
. Workplace plan that is tailored for each site and includes a number of health and safety measures to be followed in
a gradual and phased approach.
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DOW SILICONES UK LIMITED

STRATEGIC REPORT (continued)
FOR THE YEAR ENDED 31 DECEMBER 2020

SECTION 172

Our ambition is to be the most innovative, customer-centric, inclusive and sustainable materials science company
in the world. For this ambition to become reality, successful collaboration internally and externally is critically
important. While Dow’s ambition and many of the supporting policies and frameworks are global in nature,
implementation thereof takes place locally and requires local and national relationships with a variety of
stakeholders, including our employees, customers, suppliers, communities, and government and regulators. Dow
Silicones UK has a corporate direct shareholder and is ultimately indirectly owned by the publicly listed company,
Dow Inc. Dow Inc. shares are traded at the New York Stock Exchange so these shareholders do not have a direct
“influence on Dow's UK operations.

Employees

The Dow Silicones UK employees play a critical role in achieving our ambition. We work every day to foster a culture
where everyone is respected, valued, and has an equal opportunity to contribute and advance. Our people are using
their unique perspectives and backgrounds to find new ways to solve challenges and exceed customer expectations
in an environment of inclusion, diversity and integrity.

Across the UK several Employee Resource Groups (ERGs) help ensure we lead the way in innovative solutions
around inclusion and addressing inclusion or diversity barriers. We consider this to be best practice and continue to
encourage open dialogue from our employees and employee resource group members. An Inclusion Council is
active in addition to the ERGs. The group, including representatives from all functions and sites, helps identify areas .
for improvement and helps reinforce communications around UK facilities or polices. The Inclusion Council also
includes a number of employee representatives should we need to consult on any fundamental changes:

Through regular (virtual) town halls, internal news updates and direct leader engagement, employees are kept up-
to-date on developments in Dow Silicones UK. Through Dow’s global Voice survey, employees can provide
feedback on their employee experience while also providing leaders with insights into how to improve Dow's working
cuiture. The feedback received is used to drive actions to improve the overall Dow experience for employees across
the company. During 2020 due to the COVID pandemic weekly communication around mental health and wellbeing
support, virtual training and regular catch up meetings were put in place to keep all employees connected. Taking
feedback from 2020 follow up includes inclusion sub teams reviewing flexible working opportunities and facilities at
site locations. .

Customers

Alongside our customers, we create the materials and solutions that transform our world. We collaborate closely with
our customers to help invent solutions to their toughest challenges and strive to make it easier and more enjoyable
to do business with us — in person or virtually. To that end the R&D (research & development) capability at the Dow
Silicones UK sites aims to enable close.customer collaboration on trials, innovation, application and product
development. Personal relationships and interaction are key. Through Dow’s commercial teams we understand
current and future needs and help develop solutions. A recurring Customer Experience survey provides insights into
the Company’s performance against a range of indicators including the ease of doing business, technical
understanding and supply chain. Survey results have been used to provide additional and more transparent Supply
Chain metrics which have helped measure and manage expectations for improved customer relationships. -

Suppliers

Our Purchasing teams collaborate with suppliers worldwide to proactively help our businesses meet and exceed
their ‘goals for profitability, growth, innovation, and sustainability. We are dedicated to working closely with local
suppliers to implement our strategic purchasing requirements. Dow will help local suppliers to understand the needs
and the potential actions for their businesses which will help them to be competitive. We also recognise engagement
of small and diverse suppliers maximises bottom-line value, drives innovation and supports economic growth.

Dow's supplier diversity initiative focuses on identifying and building relationships with enterprises owned by
minorities, women, veterans, LGBTQ and disabled people as well as certified small businesses. In this context,
Dow currently collaborates with WEConnect and MSDUK in the UK. WEConnect International is a corporate-led
non-profit that helps build sustainable communities and economic growth by empowering women business owners
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DOW SILICONES UK LIMITED

- STRATEGIC REPORT (continued) ‘
. FOR THE YEAR ENDED 31 DECEMBER 2020

SECTION 172 (continued)
Suppliers (continued)

" to succeed in global markets. Dow UK is also currently involved in activities promoted by MSDUK which stands for
unlocking innovation through diversity. MSDUK brings together innovative and high growth ethnic minority
businesses (EMBs) with global corporations committed to creating an-inclusive and diverse supply chain.

Communities

Globally, Dow interacts in various ways with communities. Programs are shaped based on the scope of and type of
activities on site and local needs. At the Barry site, Dow hosts a Community Advisory Panel (CAP). The CAP consists
of representatives of the local community such as residents, councillors and members of the emergency services,
and representatives from the companies on the chemical complex. The panel serves as a liaison between the local
community and the chemical companies on the complex. It is a forum for the community representatives to convey
their questions, concerns or comments. As a result of this interaction four fence line noise meters to identify noise
sources have been installed. The panel meets quarterly. . .

The team in Barry also conneéts with the community in other ways. Through the Nature Education Centre, Math's
Mentoring program, School Eco Club and Dow’s donations program, among others, the team volunteers their t|me
and talents to support the community and create platforms for dialogue and exchange of views.

Government & regulators

We aim to maintain dialogue with governments and engage in policy debates that are of concern to us and the
communities in which we operate. This includes participation in relevant consultations, calls ‘for evidence and
parliamentary inquiries, as well as policy engagement, both directly and through trade or industry bodies. Our
"business is subject to wide-ranging regulatory oversight. The monitoring of policy initiatives,” and the design and
implementation of engagement plans around significant issues, is managed by specialist teams both within the
United Kingdom and more broadly across the Company. This process is regularly reviewed and reinforced by the

Company’s operational leadership. ‘ :
Dow Silicones UK has regular interactions with local regulators (including Natural Resources Wales, the Environment
Agency and the Health and Safety Executive) to ensure compliance and sustainability of its business operations.
Dow Silicones UK is represented on chemical mdustry associations (CIA, ‘CEFIC) addressmg relevant regulatory
issues.

KEY PERFORMANCE INDICATORS
The Dow group manages its operations on the basis of global business units across legal entities globally. For this
reason, the Company’s directors believe that further key performance indicators for the Company are not necessary
or appropriate for an understanding of the development, performance or position of the business.

This report was approved by the board and signed on its behalf by:

LA

J E Case
Director

17 Dec 2021
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DOW SILICONES UK LIMITED

DIRECTORS' REPORT
FOR THE YEAR ENDED 31 DECEMBER 2020

The directors present their annual report and the audited financial statements of Dow Silicones UK Limited for the
year ended 31 December 2020.

RESULTS AND DIVIDENDS
The loss for the financial year amaunted to £1,745,000 (2019: profit of £10,580,000).

The results for the year .are set out in the accompanying statement of comprehensive income which shows a
loss before tax of £3,068,000 (2019: profit before tax of £13,161,000). Earnings before interest, taxation,
depreciation and amortisation (EBITDA) amounted to £19,124,000 (2019: £25,908,000). .

The company now provides approximately 27.6% (2019: 25.5%) of Dow’s global capacity for the manufacture of
Di-methyl. Di-methyl siloxanes are the main building blocks for silicones and are the backbone for more than 95% of
Dow's approximately 8000 silicone products.

The directors do not recommend the payment of a dividend (2019: £ nil). No dividends have been paid subsequént
to 31 December 2020 up until the date of approval of these financial statements.

GOING CONCERN

Dow Silicones UK Limited (‘the Company) generates turnover by billing product to Dow consolidated entities and acting
as ‘a Contract Manufacturer for other Dow companies. The Company is part of The Dow Chemical Company group .
(‘the Group’).

The cash position of the Company is being managed centrally by the Group’s Corporate Treasury team in order to
optimise the use of cash across the Group and to minimise exposure to risks (such as currency fluctuations). The
Company is therefore dependent on the wider Group for its working capital funding. The Group has provided
confirmation to the Company that it will provide support for at least 12 months from the date of approval of these
financial statements and will assist in meeting the liabilities of the Company as and when they fall due.

Based on current Group forecasts, current financial position and the ability to access additional available credit lines,
the Group directors believe the Group has sufficient liquidity to continue as a going concern for the foreseeable future.

As business slowed down in the course of 2020 due to the global crisis, the Group’s production volumes have been
adjusted in order to control inventory levels and working capital, as well as to control variable cost such as raw materials
and utilities in line with demand. Customer Credit facilities are being controlled tightly as usual to ensure that the risk
for potential uncollectible receivables remains low. As part of the Group’s crisis management actions, the Supply Chain
function closely monitors the developments globally and adjusts where necessary, to ensure product flows to customers
as well as raw materials to the respective production locations can continue using the most optimal available Supply
Chains and distribution channels. » '

As at the date of this report, the global outlook as a result of COVID-19 has improved compared to last year. Should
the impacts of the pandemic on trading conditions be more prolonged or severe than currently forecast by the Group
directors further actions may need to be taken. The Group directors consider such eventuality to be remote based upon
it current trading and financing position. . .

Based upon these considerations, the Company directors have a reasonable expectation that the Group from which
it receives working capital funding has adequate resources to continue in operational existence for the foreseeable
future. Thus, the Company directors continue to adopt the going concern basis in preparing the annual financial
-statements. -
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DOW SILICONES UK LIMITED

DIRECTORS' REPORT (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2020

COVID-19

The pandemic caused by coronavirus disease 2019 has impacted all geographic regions where Dow products are
produced and sold, including the UK. The local spread of COVID-19 resulted .in significant mitigation measures,
‘including government-directed quarantines, social distancing, travel restrictions and/or bans, and restricted access to
certain sites. The facilities in the UK have been designated essential operations; as a result these manufacturing sites
continue to operate and are doing so safely, having implemented social distancing and enhanced health, safety and
sanitisation measures.

Dow's regional Crisis Management Teams (“CMTs") continue to work closely with site leadership and are adjusting
alert levels as warranted on a site by site basis. The CMTs are looking at the implementation of a comprehensive
Return to Workplace plan that is tailored for each site and includes a number of health and safety measures to be
followed in a gradual and phased approach.

The following assessment is valid for the current business activities of Dow Silicones UK Limited:

a) Turnover

The turnover of 2020 has decreased by approximately 7.5% compared to the year 2019. At the moment there are
signs of recovery in some business segments. The margin or profit on product sold is realized through the application
of the agreed upon intercompany profit. As business slowed down in the course of 2020 due to the global crisis caused
by COVID-19, production volumes have been adjusted in order to control inventory levels and working capital, as well
as to control variable cost such as raw-materials and utilities in line with demand. Most of the companies sales are
intecompany, therefore the company does not face an uncollectable receivable risk. We do not expect that any of the
customers, being consolidated Dow companies, will have issues to settle their payables. The biggest internal customer
in this sense is Dow Silicones Corporation, given the contract manufacturing agreement which is in place.

b) Supply Chain and Procurement

As part of the Company’s crisis management actions, the Supply Chain function closely monitors the developments
globally and adjusts where necessary, to ensure product flows to'customers as well as raw materials to the respective
production locations can continue using the most optimal available Supply Chains and distribution channels.

With regards to Procurement, the functional experts operate in a global network of experts to try and secure continued
* supply of raw materials and services in line with production levels and demand of the respective sites, plants and
functions.

c) Cash and Cash Flow

Cash positions of Dow subsidiaries are being managed centrally by the Corporate Treasury team in order to optimise
the use of cash across Dow and to minimise exposures and risks (such as currency fluctuations). Based on current
models, expectations and the current financial position of Dow globally, the Corporate Executives continue to express
their conviction that Dow has sufficient cash available, as well as additional available credit lines, to keep cash flow in
operations normal. As can be expected under the current conditions, the Company tries to limit and reduce the cash
out flow by reducing expenses where possible on the short term, without materially affecting the longer term ability to
conduct business and limit our ability to serve its customers. Dow Silicones UK Limited does not have any direct
external financing facilities or debt.

d) Profitability and Business Volume

Based on other global market conditions, product prices were already under pressure, but the profitability of Dow,
was still good and earnings were not worse than that of main competitors. The company already had plans in place
to further restore margins and-maintain its competitive position. At this point in time, the Company is still assessing .
the future impact on business outlook and volumes. Some of the products in Dow’s portfolio serve as key materials
for appllcatlons and products that will enable a faster control and containment of the COVID-19 outbreak, and will
be in higher demand.
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DOW SILICONES UK LIMITED

DIRECTORS' REPORT (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2020

COVID-19 (continued)
e) Management and Corporate actions — -

Dow has a very active Crisis Management Team (CMT) in place for each country or region. These teams are
responsible to implement Corporate decisions and guidelines, as well as country specific and authorities’ guidelines
and actions given the specific circumstances of each of the Dow entities and the environment in which operate.
The CMT is keeping a close look at the operability at each of the sites, the development of illness cases, the
availability of protective and medical equipment, and the conditions under which production installations, Supply
Chain channels, employees, customers and suppliers are able to continue to function under these unprecedented
conditions. The CMT also ensures the continuous communication with all Company's stakeholders, including
employees, authorities and communities. ' This way the Company can be as flexible as possible to react to fast
changing conditions, externally or internally. One of the actions'taken by the CMT in the UK was to mandate people
to work from home as much as possible, to observe socnal distancing, and to be able to limit the risk of infections
and thereby the quicker containment of the virus. .

POST BALANCE SHEET EVENTS

There are no poSt balance sheet events.

DIRECTORS

The directors who served during the year and up to the date of signing the financial statements, unless otherwse
stated, were:

- SF Dopp
E A Gadea (resigned on 31 March 2021)
P Berry-Solomon (appointed on 31 March 2021)
G E A van Poorten
. P E Anstead
J E Case

QUALIFYING THIRD PARTY INDEMNITY.PROVISIONS

The company's ultimate parent company has made qualifying third party indemnity provisions for the benefit of the
company's directors which were made during the year and remain in force at the date of this report.
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DOW SILICONES UK LIMITED s o

DIRECTORS' REPORT (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2020

FINANCIAL RISK MANAGEMENT

The main financial risks arrsrng from the company's activities are credlt risk, foreign currency risk, Ilqurdrty risk
and interest rate cash flow risk. i .

Credit rrsk

The credit risk to the company |s made up of cash, trade debtors; amounts owed by group companies and other.
debtors. A large proportion of the compahy's sales are to other companies within the group. The company has
implemented appropriate credit control policies that require credit evaluations.on potentral third party customers
before sales are made.

Forelgn currency risk

The company conducts business in many foreign countrles and as a result is exposed to movements in foreign
currency exchange rates. The company's exposure to exchange rate effects is from exchange rate movements
on financial instruments and transactions denominated in foreign currencies that impact earnings. The
company's most significant foreign currency exposures relate to the US Dollar and the Euro. The exchange rate
risks are managed on a group basis by the group's treasury function and; as .a result, the company selectively
enters into foreign exchange forward contracts and options with other group companies to hedge its exposure to
these risks. There are no forward contracts in place at 31 December 2020.

Liquidity risk

Dow Silicones UK Limited makes use of the group treasury function which is based in the Netherlands. The
group actively maintains a mixture of long-term and short-term debt finance that is designed to ensure the group
has sufficient funds for operations and planned expansions.

Interest rate cash flow risk
The company is generally funded by mtra-group borrowings. The prrncrpal terms of these borrowings are
disclosed in note 19.

Brexit comment

Much of the potential direct impact of Brexit has been'mitigated for the company by a) the trade and cooperation
agreement between the UK and EU, b) the unilateral reductions to British import duties under the Global Tariff, c)
the successful conclusion of free-trade continuity agreements between the UK and certain trading partners such
as Turkey, and d) the transitional arrangements introduced by the British government on chemical registrations and
customs declarations. :

The company and its business segments also implemented a number of temporary mitigations around Brexit day.
[itself, including a shipping holiday and project-management structures. As a result, the direct impact of Brexit has
been moderate, and it is difficult to disaggregate any indirect impact from the ongoing consequences of the Covid
pandemic. However, despite these measures, the company has experienced an increase in administrative burden
at the border and, should the customs infrastructure prove insufficient, there is the possrblllty of some disruption as
and when the UK withdraws the transitional customs measures.
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" DOW SILICONES UK LIMITED

-DIRECTORS’ REPORT (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2020

ENVIRONMENTAL MATTERS

The company seeks to minimise adverse impacts on the environment from its activities, whilst continuing to
address health, safety and economic issues. The company has complied W|th all applicable legistation and

regulatlons

Environment - Streamlined Energy and Carbon reporting (SECR)
2020 GHG Emissions data in metric tonnes CO2 and Energy intensity

Energy Intensity

Scope 1 169,475.34 tCO2
Combustion of fuels :

(actual)
Scope 2 12,478.95 tCO2e
Purchased electricity ‘
(theoretical)
Scope 2 0 as all electricity tCO2
Purchased electricity -purchased is “Green” from

| (actual) renewables
Scope 3 — Business 18.5573 tCO2e
travel '
(calculated) .
Total CO2 footprint 169,493.90 tCO2
Site production 4281.34 unit
Carbon intensity 39.59 tCO2/unit

206,741.38

kWh/ unit

REPORTING METHODOLOGY
Scope 1 - CO2 is collected from 7 site specific sources on a monthly basis. COZ is calculated using EF, OF and
NCV as specified in the ETS permit. Direct CO2 data from the plant is calculated using flowmeter data, analyser
data and calculated emission factors. This methodology mirrors-that used for existing ETS and TCFD reporting.

Scope 2 — Theoretical CO2'is calculated from the purchased electricity using UK factors from UK Government
GHG Conversion Factors for Company Reporting. Actual Scope 2 emissions take into account the type of

electricity purchased

Scope 3 - CO2 is calculated from vehicles used off site using the mileage recorded and calculated using UK

~ factors from UK Government GHG Conversion Factors for Company Reporting. Hire car data is calculated using
road fuel purchased by employees and calculated using UK factors from UK Government GHG Conversion -

Factors for Company Reporting .

kWh for Scope 1 and 3 are calculated from tCO2 using UK National factors.

A non specific production unit of measure is used to calculate Energy intensity and Carbon ihtensit-y to protect
intellectual property information. ’

Measures to improve Energy Efficiency:

In 2020 the company implemented the following measures to improve‘energy-efficiency:

e ~ New “Green” energy suppliers sourced for post Brexit to ensure Carbon footprint does not increase due
to energy supplier selected

¢ New gas turbines installed at Combined Heat and Power plant which WI|| give better reliability and

increase Cogen potential
e Day to day runmng improvements made to ensure efficient operation of the Comblned Heat and Power

plant
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DOW SILICONES UK LIMITED

DIRECTORS' REPORT (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2020

CLIMATE CHANGE

The company gives high importance to climate change. The sustainability policy of the oompany is managed globally.
At Dow Inc., the Sustainability Team is charged to identify material sustainability risks and opportunities, including
climate-related issues, and reports to the Board every quarter.

The company believes in the scientific consensus that climate change caused in part by increasing greenhouse gas
from human activity has serious consequences for the planet and society if left unaddressed. The company supports
‘the Paris Agreement and are committed to achieving its goal of keeping global temperature rise below 2°C. At this
point, it is difficult to predict and assess the probablllty of potential risks related to climate change trends on the
Company specifically.

The company is one of the pioneer companies incorporating a carbon price into its business planning and risk
management strategies. The price of carbon is included in the Company'’s internal calculations used for prioritising
capital projects.

The company's innovations are already at work improving people’s lives around the world — making clothes fresher,
foods healthier, water cleaner, medicines more effective and homes more energy-efficient. And that’s just the
' beginning of the company’s growmg portfolio of solutions.

Buildings account for a considerable part of the total energy consumption. DOWSIL™ silicone sealants and structural
glazing products contribute to the reduction of energy use and carbon emissions from buildings and achievement of
LEED certification. Flexible anchors provided by DOWSIL™ silicone structural glazing systems minimize air
infiltration, resulting in the potential for more energy-efficient performance. Thermal modelling programs demonstrate
the thermal gains of silicone bonding in residential window manufacturing. With longer life cycles and application
durability than their petroleum-based organic counterparts, silicones resist natural breakdown from environmental
factors. With more than 40 years of proven performance, Dow silicone sealants have been used in building envelope,
curtainwall and weatherproofing applications to wnthstand hurricanes, earthquakes, acid rain, typhoons and extreme
humidity, heat and freeze conditions. .

FUTURE DEVELOPMENTS

The company intends to continue the management policies of |nnovat|on and development There are no intentions
to change the principal activity of the company in the near future :

\

POLICY FOR PAYMENT TO CREDITORS

It is the company's policy to agree the terms of each transaction with each of its major suppliers, ensuring
suppliers are aware of the terms of payment, and then abide by the terms of payment.

RESEARCH AND DEVELOPMENT

During 2020 the company has continued to support a research and development activity at its Barry site. The
focus is on improving process efficiency, reducing® waste and minimising the carbon footprint. The company
spent £1 million on research and development during the year (2019: £1.1 million).

INVOLVEMENT OF EMPLOYEES IN- COMPANY AFFAIRS

The company operates many formal and informal programmes to encourage the involvement of employees in its
affairs. Regular management communication meetings are organised where senior representatives of management
communicate the company's performance and plans with employees including regular team meetings, quarterly
country leader briefings, and global quarterly company performance webcast. The company also consult employees,
or their representatives, for views on matters affecting them via annual employee surveys and regular ongoing
contact.between leaders and teams. In addition, in order to increase employee involvement in-the company’s
performance, the company promotes long term incentive plan and an annual bonus plan if certain performance
targets are met. Employee Stock Purchase Plan was put on hold following the DuPont merger but has been initiated
again in 2021.
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- DOW SILICONES UK LIMITED

DIRECTORS' REPORT (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2020

EMPLOYMENT OF DISABLED PERSONS

The company operates a policy of employee selection and promotion wh|ch is |mpart|al and based on capability. for
job accomplishment and career development. This includes being able to comply with health safety and
enwronmental legislation and site rules and regulations. .

No employee, potential employe_e or past employee shall receive less favourable treatment or consideration on the
grounds of gender, sexual orientation, age, race, ethnic origin, colour, religion or beliefs, disability, nationality or
marital status. Registered disabled employees or potential employees will not be discriminated against, other than
on operational grounds of health, safety or excessive costs in relation to being competitive in our industry.

The company will ensure that adequate facilities are prdvided to meet the needs .of all employees. When new
facilities are being designed, such factors as access for the disabled or the provision of facilities for employees of
specific religions/beliefs will be considered and accommodated where p055|ble subject to costs not being
excessive. , _ (

SOCIAL MATTERS

The company committed to making positive change through community partnerships, charitable giving and
volunteerism. -The. company committed to solve world’s challenging problems through its science, expertise,
volunteerism and donations. Through relationships with its neighbors and partners company, the company support
initiatives that address the goals and needs of the communlty and seek to Ieverage our capabilities to support those
" communities. .

HUMAN RIGHTS

As company policy the dignity, rights and aspirations of all ‘people’ are respected by the company. The company
recognise and respect all applicable labor and employment laws including those addressing freedom of association,
privacy and equal employment opportunity. The company strive to work cooperatively with duly chosen employee
representatives in the common pursuit of the interests of the employees and the Company’s mission. The company
comply with all applicable child labor laws and laws against human trafficking. In addition per local laws and
regulations and companies code of conduct, forced or involuntary labor in not used by the company.

" BRIBERY AND CORRUPTION -

The company commited to maintaining the_hig'hesf ethical and legal standards in its relationships around the world.
In-order to conduct this relationship, bribery or corruption in any form is not tolerated. According to code of conduct
of the company, any kind of interaction with government ochuals and gifts are subject to intercompany approval .

pollcy
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DOW SILICONES UK LIMITED

DIRECTORS' REPORT (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2020

DISCLOSURE OF INFORMATION TO AUDITOR

Each of the pérsons who are directors at the time when this Directors' Report is approved has confirmed that:

e so far as the dlrector is aware, there is no relevant audlt mformatnon of which the companys auditor is .
unaware; and .

. the director has taken all the steps that ought to have been taken as a director in order to be aware of any
relevant audit information and to establish that the company's auditor is aware of that information.

This confirmation is given and should be interpreted in accordance with the provisions of S418 of the Companies
Act 2006.

This report was approved by the board and signed on its behalf by:

INDEPENDENT AUDITOR

1

Under section 487(2) of the Companies Act 2006, Deloitte LLP will be deemed to have been reappointed as
auditor 28 days after these financial statements were sent to members or 28 days after the latest date prescribed -
for filing the financial statements with the registrar, whichever is earlier.

%4

J E Case ‘ .
Director v

Date: 17 December 2021
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DOW SILICONES UK LIMITED

DIRECTORS; RESPONSIBILITIES STATEMENT
~.The directors are respon5|ble for preparing the Annual Report and the financial statements in accordance. with
applicable law and regulatlons :

Company law requires the directors to prepare financial statements for each financial year. Under that law the
directors have elected to prepare the financial statements in accordance with United Kingdom Generally
Accepted Accounting Practice (United Kingdom Accounting Standards and applicable law), including FRS 102
“The Financial Reporting Standard applicable in the UK and Republic of Ireland”. Under company law the directors

must not approve the financial statements unless they are satisfied that they give-a true and fair view of the state
of affairs of the company and of the profit or loss of the company for that period.

In preparing these financial statements, the directors are required to:

. select suitable 'accounting policies and then apply them consistently;

° make judgements and accounting estimates that are reasonable and prudent;
.o state whether applicable UK Accounting Standards have been followed subject to any material

departures disclosed and explained in the financial statements; and -

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

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain
the company's transactions and disclose with reasonable -accuracy at any time the financial position of the
company and enable them to ensure that the financial statements comply with the Companies Act 2006. They -
are also responsible for safeguarding the assets of the company and hence for taklng reasonablé steps for the
prevention and detection of fraud and other irregularities.
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DOW SILICONES UK LIMITED
INDEPENDENT AUDITOR'S REPORT TO THE MEMBER OF DOW SILICONES UK LIMITED

Report on the audit of the financial statements
Opinion

In our opinion the financial statements of DOW SILICONES UK LIMITED (the ‘company’):

¢ give a true and fair view of the state of the company’s affalrs as at 31 December 2020 and of its loss for the year.
then ended;

¢ _ have been properly prepared in accordance with Unlted Kingdom Generally Accepted Accounting Practice, -
including Financial Reporting Standard 102 “The Financial Reporting Standard applicable in the UK and
Republic of Ireland”; and

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

We have audited the financial statements which comprise:
the statement of comprehensive income;

. the statement of financial position;
the statement of changes in equity;
the related notes 1 to 29.

The financial reporting framéwork that has been applied in their preparation is applicable law and United Kingdom .
Accounting Standards, |ncIud|ng Financial Reporting Standard 102 “The Financial Reporting Standard appllcable in
the UK and Republic of Ireland” (United Kingdom Generally Accepted Accountlng Practlce)

Basis for opinion

We conducted our audit in accordance with International Standards.on Auditing (UK) (ISAs (UK)) and applicable
law. Our responsibilities under those standards are further described in the auditor's respon3|bllltles for the audit of
the financial statements section of our report.

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

Conclusions relatirig to going concern

In auditing the financial statements, we have conciuded that the directors’ use of the going concern basis of
accounting in the preparation of the financial statements is appropriate.

Based on the work we have performed, we have not identified any material uncertainties relating to events or
conditions that, individually or collectively, may cast significant doubt on the company’s ability to continue as a going
concern for a period of at least twelve months from when the financial statements are authorised for issue.

Our responsibilities and the responsibilities of the directors with respect to going concern are described in the
relevant sections of this report.

Other information

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

Our responsibility is to read the other lnformatlon and, in doing so, consider whether the other information is
materially inconsistent with the financial statements or our knowledge obtained in the course of 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 this gives rise to a material misstatement in the financial
statements themselves. If, based on the work we have performed, we conclude that there is a material
misstatement of this other information, we are required to report that fact.
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DOW SILICONES UK LIMITED

INDEPENDENT AUDITOR'S REPORT TO THE MEMBER OF DOW SILICONES UK LIMITED (CONTINUED)

Other information (Continued)

We have nothing to report in this regard.

Responsibilities of directors

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

In preparing the 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 responsibilities 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 I1ISAs (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 frc.org.uk/auditorsresponsibilities. This description forms part of our auditor’s report.

Extent to which the audit was considered capable of detecting irregularities, including fraud

Irregularities, including fraud, are instances of non-compliance with laws and regulations. We design procedures in
line with our responsibilities, outlined above, to detect material misstatements in respect of irregularities, including
fraud. The extent to which our procedures are capable of detecting irregularities, including fraud is detailed below.

We considered the nature of the company’s industry and its control environment, and reviewed the company'’s
documentation of their policies and procedures relating to fraud and compliance with laws and regulations. We also
enquired of about their own identification and assessment of the risks of irregularities.

We obtained an understanding of the legal and regulatory frameworks that the company operates in, and identified

- the key laws and regulations that:

« had a direct effect on the determination of material amounts and disclosures in the financial statements. These
included the UK Companies Act and tax legislation; and

¢ do not have a direct effect on the financial statements but compllance with which may be fundamental to the
company'’s ability to operate or to avoid a material penalty

We discussed among the audit engagement team regarding the opportunities and incentives that may exist within
the organisation for fraud and how and where fraud might occur in the financial statements. :

- In common with all audits under ISAs (UK), we are also required to perform specific procedures to respond to the
risk of management override. In addressing the risk of fraud through management override of controls, we tested
the appropriateness of journal entries and other adjustments; assessed whether the judgements made in making
accounting estimates are indicative of a potential bias; and evaluated the business rationale of any significant
transactions that are unusual or outside the normal course of business.

In addition to the above, our procedures to respond to the risks ldentlf ed included the following:

¢ reviewing financial statement disclosures by testing to supporting documentation to assess compliance with
provisions of relevant laws and regulations described as having a direct effect on the financial statements;

e performing analytical procedures to identify any unusual or unexpected relationships that may indicate rlsks of
materlal misstatement due to fraud;
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DOW SILICONES UK LIMITED

INDEPENDENT-AUDITOR'S REPORT TO THE MEMBER OF DOW SILICONES UK LIMITED (CONTINUED)

Extent to which the audit was considered capable of detecting irregularities, including fraud (Continued) ‘

e enquiring of management concerning actual and potential litigation and claims, and instances of non-
compliance with laws and regulations; and )
+ reading minutes of meetings of those charged with governance.

Report on other legal and regulatofy requirements

Opinions on other matters prescribed by the Companies Act 2006

In our opinion, based on the work undertaken in the course of the audit:

» 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 -

o the strategic report and the directors’ report has been prepared in accordance with applicable legal
requirements. . ‘ A

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

Matters on which we are required to report by exception

Under the Companies Act 2006 we are required to report in respect of the following matters if, in our opinion:

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

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

¢ ‘certain-disclosures of directors’ remuneration specified by law are not made; or

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

We have nothing to report in respect of these matters.

Use of our report

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

S ark bl

Mark Boxall, FCA (Senior statutory auditor)
For and on behalf of Deloitte LLP
Statutory Auditor

Bristol, United Kingdom
17 December 2021 ‘
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DOW SILICONES UK LIMITED

STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED 31 DECEMBER 2020 -

Turnover
- Cost of sales

Gross profit

Distribution costs
Administrative expenses .

Other operating (expense )/income

Operating (loss)/profit

Interest receivable and similar income
Interest payable and similar expenses

cher finance income
(Loss) on fdreign exchange
* (Loss)/profit before tax

Tax on (loss)/profit

' (Loss)/profit for the financial year

Actuarial gains on defined benefit pension scheme
Movement of deferred tax relating to pension surplus

Other comprehensive income for the financial year

Total comprehensive income for the financial year

~ Total comprehensive income attributable to the.shareholders of

the company

2020 - 2019

Note £000 £000
4 420,048 453,811
(403,426) (435,983)

16,622 17,828

(10,332) (7,713)

(770) (1,768)

(6,151) 7,772

5 _ (631) 16,119
9 7 230
10 (56) (449)
24 - 1,353 1,142
(3,805) (3,881)

/(3,068) 13,161

12 1,323 (2,581)
(1,745) 10,580

24 17,090 21,431
19 (3,247) (3,643)
13,843 17,788

12,098 28,368

12,098 28,368.

The statement of comprehensive income relates wholly to continuing operationé.

The notes on pages 20 to 41 f_orm' part of these financial statements.
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DOW SILICONES UK LIMITED :
REGISTERED NUMBER: 00486170

BALANCE SHEET
AS AT 31 DECEMBER 2020

. Non-current assets

Tangible assets
Deferred tax asset
-Pension asset

‘Current assets
Stocks

Debtors
Cash at bank and in hand,

. Creditors: amounts falling due within one
year : '

Net current assets

Total assets less current liabilities

Provisions for liabilities
Other provisions

Net aséets

Capital and reserves
Called-up share capital

Share premium account
" Revaluation reserve
Profit and loss account .

_ Total shareholder's funds

Note
13
19
24

14

© 16
15

17

20

21
22
22
22,

(103,325)

2020 .

£000

142,400
8,777
86,954

238,131

38,177
139,526

177,703

74,379
312,509

(4,923)

307,587

250,000
3,063
275

54,249

307,587

2019
£000

157,489
10,701
66,744

234,934

46,585

107,102

3

153,690

(92,965)

60,725
295,659

(170)
295,489

250,000
3,063
275
42,151

295,489

The financial statements were approved and authorised for issue by the board and were signed on its behalf by:

J E Case
Director

17Dec21

The notes on pages 20 to 41 form'part of these financial statements.
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"DOW SILICONES UK LIMITED

STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 DECEMBER 2020

At1 January 2019

Comprehensive income for the
financial year

Profit for the financial year

Actuarial loss on pension scheme
and associated deferred tax
movement (notes 19 and 24)

Other comprehensive loss
for the financial year

- Total comprehensive income
for the financial year

At 31 December 2019 and
1 January 2020

.Comprehensive income for the
financial year - )

Loss for the financial year
Actuarial gains on pension

scheme and associated deferred
tax movement (notes 20 and 25)

Other comprehensive income
for the financial year

Total comprehensive income for

the financial year

At 31 December 2020

Total

Called-up ~ Share Profit and o
share - premium .Revaluation loss shareholder’s
capital account reserve account funds .
- £000 £000 £'000 _£'000 - £°000
250,000 3,063 275 13,783 267,121
) ; . 10,580 ° 10,580
- - - 17,788 17,788
- - - 17,788 17,788
- - - 28,368 28,368 -
250,000 3,063 275 42,151 295,489
\
. - - (1,745) (1,745)
- - - 13,843 13,843
. - - 13,843 13,843
- - - 12,098 12,098
250,000 3,063 . 275 54,249 307,587
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DOW SILICONES UK LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2020

1. GENERAL INFORMATION

The Dow Silicones UK Limited (the “company”) is a private company limited by shares and is incorporated
in the United Kingdom under Companies Act 2006 and registered in England and Wales. The address
of its registered office is Barry Plant, Cardiff Road, Barry, Glamorgan CF63 2YL.

The principal activity is that of the manufacturlng and marketlng of silicone products.

2. -ACCOUNTING POLICIES

21

22

GENERAL INFORMATION AND BASIS OF ACCOUNTING

The financial statements have been prepared on a going.concern basis, under the historical cost
convention and in accordance with. Financial Reporting Standard 102, the Financial Reporting
Standard applicable in the UK and the Republic of Ireland and the Companies Act 2006

The financial statements have been modified to mclude certaln items at fair value and in accordance
with Financial Reporting Standard 102 (FRS 102) issued by the Financial Reporting Council. The Group
has applied the amendments to FRS 102 issued by the FRC in December 2017 with effect from 1
January 2019. The transitional provisions relating to the triennial review amendments have not resulted
in any restatements of comparative information by the Group.

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

~

The fbllowing principal accounting policies have been applied consistently throughout the year:

FINANCIAL REPORTING STANDARD 102 - REDUCED
DISCLOSURE EXEMPTIONS

The company meets the definition of a qualifying entity under FRS 102 and has therefore taken
advantage of the following disclosure exemptions in preparing these financial statements, as permitted
by FRS 102 "The Financial Reporting Standard applicable in the UK and Republic of Ireland":

. the requirements of Section 4 Statement of Financial Position paragraph 4.12(a)(iv);

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

. the requirements of Section 3 Financial Statement Presentation paragraph 3.17(d);

) the requirements of Section 11 Financial Instruments paragraphs 11.41(b), 11.41(c), 11.41(e),
11.41(f), 11.42, 11.44 t0 11.45, 11.47, 11.48(a)(iii), 11.48(a)(iv), 11.48(b) and 11.48(c);

o the requirements of Section 12 Other Financial Instruments paragraphs 12.26 to 12.27,
12.29(a), 12.29(b) and 12.29A;

.. the requirements of Section 33 Related Party Disclosures paragraph 33.7.

This information is included in the consolidated financial statements of Dow Inc. as at 31 December
2020 and these financial statements may be obtained from Déw Inc. Corporate Trust Centre, 1209
Orange Street, Wilmington, New Castle 19801, Delaware, USA.
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DOW SILICONES UK LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2020 (continued)

2,

ACCOUNTING POLICIES (CONTINUED)

-2.3 GOING CONCERN

The financial stateménts have been prepared on the going concern basis which the dlrectors believe to
be appropriate for the following reasons. -

. The Company is part of The Dow Chemical Company (‘the Group’) from which it received confirmation

24

25

that from the date of approval of these financial statements the Group will continue to assist in meeting
the liabilities of the Company as and when they fall due. As with any entity placing reliance on other
Group entities for financial support, the'Company acknowledge that there can be no certainty that this
support will continue, although, at the date of approval of these financial statements, they have no reason
to believe that it will not do so. :

Based on this understanding the Company directors therefore have a reasonable expectation that the
Company has adequate resources to continue in operational existence; thus they continue to adopt the
going concern basis in preparing the financial statements.

Further detalls can be found in the Directors’ Report on page 5.

TURNOVER

Turnover is recognised to the extent that it is probable that the economic benefits_ will flow to the
company and the turnover can be reliably measured. Turnover is measured as the fair value of the

consideration received or receivable, excluding discounts, rebates, value added tax and other. sales
taxes. The following criteria must also be met before turnover is recognised: /

Sale of goods

Turnover from the sale of goods is recognised when all of the following conditions are satisfied:

o the company has transferred the significant risks and rewards of ownership to the buyer;

° the company retains neither continuing managerial involvement to the degree usually
associated with ownership nor effective control over the goods sold;

o the amount of turnover can be measured reliably; .

o it is probable that the company will receive the consideration due under the transaction; and

. the costs incurred or to be incurred in respect of the transaction can be measured reliably.

Turnover is recogmsed in accordance with ‘inco-terms’ that are agreed on a customer-by-customer
basis. These ‘inco-terms’ identify when the risks and rewards of ownership pass to the customer, at
which point the company recognises the sale.

INTEREST INCOME

Interest income is recognised in the statement of comprehensive income using the effective interest
method. '
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DOW SILICONES UK LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2020 (continued)

2,

ACCOUNTING POLICIES (CONTINUED),

26

27

FINANCE COSTS

Finance costs are charged to the statement of comprehensive income over the terim of the debt using
the effective interest method so that the amount charged is at a constant rate on the carrying amount.
Issue costs are initially recognised as a reduction in the proceeds of the associated capital instrument.

TANGIBLE FIXED ASSETS

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

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

Land is not depreciated. Depreciation on other assets is charged so as to allocate the cost of assets
_ less their residual value over their estimated useful lives, using the straight-line method.

Depreciation is provided on the following basis:

Freehold buildings - up to 50 years
Short leasehold buildings - up to 50 years
Plant and equipment - 18 years

Assets under construction - - Not depreciated

~ The assets' residual values, useful lives and depreciation methods are reviewed, and adjusted

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

'Tangible assets are derecognised on disposal or when no future economic benefits are expected.

Gains and losses on disposals are determined by comparing the proceeds with the carrying amount

and are recognised in the statemeént of comprehensiveé incédme within other operating income.
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DOW SILICONES UK LIMITED

NOTES TO THE FINANCIAL STATEMENfS
FOR THE YEAR ENDED 31 DECEMBER 2020 (continued)
| . .

2,

ACCOUNTING POLICIES (CONTINUED)

238

29

STOCKS AND WORK IN PROGRESS

Stocks are stated at the lower of cost and estimated selling price less costs to complete and sell.
Stocks are recognised as an expense in the period in which the related turnover is recognised.

Cost is determined on a first in, first out (FIFO) method. Cost includes ‘the purchase price, including
taxes and duties and transport and handling directly attributable to bringing the stock to its present
location and condition. The cost of manufactured finished goods and work in progress includes
design costs, raw materials, direct labour and other direct costs and related production overheads

. (based on normal operating capacity).

At the end of each reporting period stocks are assessed for impairment. If an item of stock is
impaired, the identified stock is reduced to its selling price {ess costs to complete and sell and an
impairment charge is recognised in the statement of comprehensive income. Where a reversal of the
impairment is recognised the impairment charge is reversed, up to the original impairment loss, and

is recognised as a credit in the statement of comprehensive income.-

CASH AND CASH EQUIVALENTS

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

2.10 DEBTORS

Short-term debtors are measured at transaction price, less any impairment. Loans receivable are
measured initially at fair value, net of transaction costs, and are measured subsequently at amortlsed
cost using the effective interest method, less any impairment. :

\

2.11 CREDITORS

Short-term creditors are measured at the transaction price. Other financial liabilities, including bank
loans, are measured initially at fair value, net of transaction costs, and are measured subsequently-at
amortised cost using the effective mterest method.
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DOW SILICONES UK LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2020 (continued)

2.

ACCOUNTING POLICIES (CONTINUED)

2.12 FINANCIAL INSTRUMENTS

The company has chosen to adopt Sections 11 and 12 of FRS 102 in respect of financial instruments.

(i Financial assets

Basic financial assets, including trade and other debtors and cash and bank balances, are initially
recognised at transaction price, unless the arrangement constitutes a financing transaction, where
the transaction is measured at the present value of the future receipts discounted at a market rate of
interest. )

Such assets are subsequently carried at amortised cost using the effective interest method.

At the end of each reporting period financial assets ‘measured at amortised cost are assessed for
objective evidence of impairment. If an asset is impaired the impairment loss is the difference
between the carrying amount and the present value of the estimated cash flows discounted at the
asset's original effective interést rate. The impairment loss is recognised in profit or loss.

If there is a decrease in the impairment loss arising from an event occurring after the impairment was
recognised the impairment is reversed. The reversal is such that the current carrying amount does
not exceed what the carrying amount would have been had the impairment not previously been
recognised. The impairment reversal is recognised in profit or loss.

Financial assets are derecognised when (a) the contractual rights to the cash flows from the asset
expire or are settled, or (b) substantially all the risks and rewards of the’ ownership of the asset are
transferred to another party or (c) control of the asset has been transferred to another party who has
the practical ability to unilaterally sell the asset to an unrelated third party without imposing additional
restrictions. _ : <

(i) - Financial liabilities

Basic financial liabilities, including trade and other creditors and loans from group undertakings, are
initially recognised at transaction price, unless the arrangement constitutes a financing transaction,
where the debt instrument is measured at the present value of the future receipts discounted at a
market rate of interest.

Trade creditors are obligations to pay for goods or services that have been acquired in the ordinary
course of business from suppliers. Trade creditors are classified as Creditors: amounts falling due -
within one year if payment is due within one year or less. If not, they are presented as Creditors:
amounts falling due after more than one year. Trade creditors are recognised initially at transaction
price and subsequently measured at amortised cost using the effective interest method.

Financial liabilities are derecognised.whén the liability is extinguished, that is.when the contractual
obligation is discharged, cancelled or expires.

(ii) Offsetting
Financial assets and liabilities are offset and the net amounts presented in the financial statements

when there is a legally enforceable right to set off the recognised amounts and there is an intention to
settle on a net basis or to realise the asset and settle the liability simultaneously. .
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DOW SILICONES UK'LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2020 (contmued)

2,

\

ACCOUNTING POLICIES (CONTINUED)

2.13 DERIVATIVE FINANCIAL INSTRUMENTS

Derivatives, including interest rate swaps and forward foreign exchange contracts, are not basic
fnnanmal instruments. . .

Derivatives are initially recognised at fair value on the date a derivative contract is entered into- and
are subsequently re-measured at their fair value. Changes in the fair value of derivatives are
recognised in profit or loss in finance costs or finance income as appropriate, unless they are
included in a hedging arrangement. )

Derivative financial instruments are managed throughout the group by a centralised treasury function.
The group uses derivative financial instruments to reduce the impact of changes in foreign exchange
rates on its earnings, cash flows and fair values of assets and liabilities. The group enters into
derivative financial contracts based on analysis of specific and known economic exposures. The’
group’s policy prohibits holding or issuing derivative financial instruments for trading or speculative
purposes. The types of instruments typically used are forward contracts, but may also include option
combinations and purchased option contracts. :

At 31 December 2020 the company has no derivative contracts (2019: none).

2.14 PROVISIONS FOR LIABILITIES

Provisions are made where an event has taken piace that gives the company a legal or constructive
obligation that probably requires settlement by a transfer of economlc benefit, and a reliable estimate
can be made of the amount of the obligation. ' C

- Provisions are charged as an expense to the statement of comprehensive income in the year that the

company becomes aware of the obligation, and are measured at the best estimate at the balance
sheet date of the expenditure required to settle the oblugatlon taking into account relevant risks and
uncertainties. '

When payments are eventually made, they are charged to the provision carried in the balance sheet.
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DOW SILICONES UK LIMITED

NOTES TO THE FINANCIAL STATEMENTS FOR
THE YEAR ENDED 31 DECEMBER 2020 (continued)

2,

ACCOUNTING POLICIES (CONTINUED)

2.15 CURRENT AND DEFERRED TAXATION

Thetax expense for the year comprises current and deferred tax. Tax is recognised in the statement
of comprehensive income, except that a charge attributable to an item of income and expense
recognised as other comprehensive income or to an item recognised directly in equity is also
recognised in other comprehensive income or directly in equity respectively.

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

,Deferred tax balances are recognlsed in respect of all timing differences that have orlglnated but not

reversed by the balance sheet date, except that:

. The recognition of deferred tax assets is limited to the extent that it is probable that they will be
recovered against the reversal of deferred tax liabilities or other future taxable profits; and

° Any deferred tax balances are reversed if and when all condltlons for retaining associated tax
allowances have been met.

Defe}red tax balances are not recognised in respect of permanent differences except in respect of
business combinations, when deferred tax is recognised on the differences between the fair values of
assets acquired and the future tax deductions available for them and the differences between the fair

"values of liabilities acquired and the amount that will be assessed for tax. Deferred tax is determined

using tax rates and laws that have been enacted or substantively enacted by the balance sheet date.

2.16 FOREIGN CURRENCY TRANSLATION - N

Functional and presentation currency

" The company's functional and presentatiohal currency is GBP.

Transactions and balances

Foreign currency transactions are translated mto the functional currency using the spot exchange
rates at the dates of the transactions.

At each period-end foreign currency monetary items are translated using the closing rate. Non-
monetary items measured at historical cost are translated using the exchange rate at the date of the
transaction and non-monetary items measured at fair value are measured using the eéxchange rate
when fair value was determined.

Foreign exchange gains and losses resulting from the settlement of transactions and from the
translation at period-end exchange rates of monetary assets and liabilities denominated in foreign
currencies are recognised in the statement of comprehensive income except when deferred in other
comprehensive income as qualifying cash flow hedges. '

Foreign exchange gains and losses that relate to borrowings and cash and cash equivalents are
presented ‘in the statement of comprehensive income within 'finance income or costs'. All other
foreign exchange gains and losses are presented in the statement of comprehensive income within
‘other operating income'.
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DOW SILICONES UK LIMITED

NOTES TO THE FINANCIAL STATEMENTS ‘
FOR THE YEAR ENDED 31 DECEMBER 2020 (contlnued)

2. AC,COUNTING POLICIES (CONTINUED)
2.17 RESEARCH AND DEVELOPMENT

Research and development costs are written off in the year in which they are incurred. Research and -
development expenditure comprises wages and salaries, materials and attributable overheads.

2.18 SHARE CAPITAL

Ordinary shares are classified as equity. Incremental costs directly attributable to the issue of new
ordinary shares or options are shown in equity as a deduction, -net of tax, from the proceeds.

2.19 LEASED ASSETS

At inception the company assesses agreements that transfer the right to use assets. The
assessment considers whether the arrangement is, or contains, a lease based on the substance of
the arrangement. N

(i) ' Operating leased assets

Leases that do .not transfer all the risks and rewards of ownership are classified as operating leases.
Payments under operating leases are charged to the statement of comprehensive income on a
straight-line basis over the period of the lease.

2,20 PENSIONS
Défined benefit pension plan

The company operated a defined benefit pension scheme, which closed to new entrants in December
2005 and closed for future service accrual in December 2013, with assets held in a separately
administered fund. The assets of the scheme are valued using closing market values. Pension
scheme liabilities are measured using the projected unit method and discounted at the current
" rate of return on a high quallty corporate bond of equivalent term to the liability.

The actuarial gains and losses arising from experience adjustments and changes in actuarial
assumptions are mcluded in other comprehensive income.

The company contributes to a fully insured group personal pension plan managed by an outside
insurer, for all employees. The pension cost in respect of the personal penSIon plan comprlses
contrlbutlons payable in respect of the year.

Defined contribution plan )

The company operates a defined contribution plan for its employees. A defined contribution plan is a
‘pension plan under which the company pays fixed contributions into a separate entity. Once the
contributions have been paid the company has no further payments obligations.

The contributions are recognised as an expense in the statement of comprehensive income when

they fall due. Amounts not. paid are shown in accruals as a liability in the balance sheet. The assets of
the plan are held separately from the company in independently administered funds.
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DOW SILICONES UK LIMITED

NOTES TO THE FINANCIAL STAT'EMENTS
FOR THE YEAR ENDED 31 DECEMBER 2020 (continued)

2. ACCOUNTING POLICIES (CONTINUED)

2.21 IMPAIRMENT OF FIXED ASSETS AND GOODWILL

Assets that are subject to depreciation or amortisation are assessed at each balance sheet date to’

- determine whether there is any indication that the assets are |mpa|red Where there is any indication
that an asset may be impaired, the .carrying value of the asset.(or cash-generating unit to which the
asset has been allocated) is tested for impairment. An impairment loss is recognised for the amount
by which the asset's carrying amount exceeds its recoverable amount. The recoverable amount is the
higher of an asset's (or CGU's) fair value less costs to sell and value in use. For the purposes of
assessing impairment, assets are grouped at the lowest levels for which there are separately
identifiable cash flows (CGUs). Non-financial assets that have been previously impaired are reviewed
at each balance sheet date to assess whether there is any indication that the impairment losses
recognised in prior periods may no longer exist or may have decreased.

3. JUDGEMENTS IN APPLYING ACCOUNTING POLICIES AND KEY SOURCES OF ESTIMATION
UNCERTAINTY

Critical accounting judgements 'and the key sources of estimation uncertainty

In the application of the Company’s accounting policies, which are described in note 1, the directors are
required to make judgements (other than those involving estimations) that have a significant impact on the
amounts recognised and to make estimates .and assumptions about the carrying amounts of assets and
liabilities that are not readily apparent from other sources. The estimates and associated assumptions are

v based on historical eéxperience and other factors that are considered to be relevant. Actual resuits may
differ from these estimates.

Critical judgements in applylng the Company's accountmg policies

There are no crmcal Judgements in applymg the company’s accounting policies.

Key source of estimation uncertainty

The key assumptions concerning the future, and other key sources of estimation uncertainty at the
- balance sheet date, that have a significant risk of causing a material adjustment to the carrying amounts

of assets and liabilities within the next financial year, are discussed below. '

Defined benefit pension scheme

The company has obligations to pay pension benefits to certain employees. The cost of these benefits and

the present value of the obligation depend on a number of factors, including; life: expectancy, salary

increases, asset valuations and the discount rate on corporate bonds. Management estimates these.

factors in determining the net pension. obligation in the balance sheet. The assumptions reflect historical

experience and current trends. See note 24 for the disclosures relating to the defined benefit pension
scheme.
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DOW SILICONES UK LIMITED

NOTES TO THE FINANCIAL STATEMENTS '
FOR THE YEAR ENDED 31 DECEMBER 2020 {continued)

4.

TURNOVER

An analysis of turnover by class of business is as follows: -

2020 2019

£000 - £000

Sale of goods - . _ ' ' 420,048 453,811
Analysis of turnover by country of destination:

o N 2020 2019

' ‘ £000 £000

United Kingdom S 4 \ .- 1

Rest of the World B - 420,048 1 453,810

453,811

420,048

Further geographical analy§is is not given here, as the directors believe it would be seriously préjudicial to

the business.

OPERATING PROFIT

The operatihg (loss)/profit is stated after chargihg/(cfediting):

2020 .
£000
Research and developmerit charged as an expenée ' : . 956
Depreciation of tangible assets e 14,010
Impairment of tangible fixed assets o . ) 9,549
Loss on foreign exchange - . . ~ 3,806
'Operating lease rentals , : ' 1,143 '
Loss on disposal of fixed assets A v © 18

2019
£000

1,062
13,671

3,881
1,236

162

- Sow moving stock reqognised as profit (éxpense) o (120) -
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DOW SILICONES UK LIMITED

NOTES TO THE FINANCIAL STATEMENTS _
FOR THE YEAR ENDED 31 DECEMBER 2020 (continued)

(_5' AUDITOR'S REMUNERATION

Fees payable to the combany’s auditor for the audit of the company'’s
annual financial statements ) ’ \

Other ndn-audit services

7. EMPLOYEES

Staff costs were as follows:

Wages and salaries
- Social security costs
Other pension costs

2020

The average monthly number o% empioyees, including the directors, during the year was as follows:

Management and administration
Production and research

Sales ' ’

2019
£000 £000
18 .21
© 2020 2019 ,
£000 £000-
41,172 36,908
3,611 3,811
"(1,353) (1,142)
43,430 39,577
2020 2019
Number Number
66 74
502 503
9 9
577 586
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DOW SILICONES UK LIMITED

NOTES TO THE FINANCIAL STATEMENTS
.FOR THE YEAR ENDED 31 DECEMBER 2020 (continued)

8.

10.

1.

DIREbTORS" REMUNERATION

Aggregate directors’ remuneration,

E.moluments
Company contributions to money purchase pension scheme

Emoluments

The highest paid director received remuneration of £278,000 (2019: £309,QOO)._

2019

2020
£000 £000
415 374.
14 7
429 381

Retirement benefits have accrued for no directors (2019: none) in respect of defined benefit pension
schemes. There are no directors participating in the company’s personal pension plan (2019: none).
There are no (2019: none) directors participating in the company’s Group Self Invested Personal Pension

Plan effective 1 January 2015.

INTEREST RECEIVABLE AND SIMILAR INCOME

“Interest receivable from group companies

INTEREST PAYABLE AND SIMILAR CH\ARGES

Interest payable to group companies
Other interest payable

2020 2019 °
£000 £000
7 230
2020 2019
£000 £000
44 413
12 36
56 449

The interest on loans from group undertakings relates to the mter-company revolvmg loan with Dow

International Finance SARL, Luxembourg dated 1 July 2016.

OTHER FINANCE INCOME AND EXPENSE

Net interest on net defined benefit assefs (note 25)
Past Service Cost (note 25)

Net benefit income before special events (note 25)

2020 2019

£000 £000
(1,353) (1,142)
(1,353) (1,142)
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DOW SILICONES UK LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2019 (continued)

42. Tax.On Profit

2020 - 2019

£000 . £000
Curreht, tax . ' :
Adjustments in respect of prior periods o : . -
Total current tax . _ B ' . - -

‘Deferred tax -

- Origination and reversal of timing differences ‘ , ' (65) 2,581
Changes to tax rates ' . : (1,258) S =
Total deferred tax ' , - (1,323) 2,581
Total tax (credit)}charge ‘ S ’ (1,323) 2 2,581 '

N

FACTORS' AFFECTING TAX CHARGE FOR THE YEAR

The tax assessed for the year is higher than (2019: hlgher than) the standard rate of corporatlon tax in the
UK of 19.00% (2019: 19.00%). The differences are explained below S

\

2020 2019

- £000 © - £000
(Loss)/profit before taxation ) BN . - (3;068) 13,160
. ~ )
(Loss)/profit multiplied by standard rate of corporatlon tax in the UK of
19.00% (2019 19. 00%) - , ‘ , (583) 2,500/
Effects of:
'Expense.s not deductible for tax purposes . B _ v 509 5;13
Effect of increased deferred tax rate . ' (1,258) . -
'Deferred tax impact on movement in temporary differences ' .
. - - . (320)
Deferred tax impact on adjustments in respect of prior periods o 9 : (142)
Total tax (credit)/charge for the year ' . . {(1,323) . 2,581

¥
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DOW SILICONES UK LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2020 (continued)

12. Tax on Profit (Continued)

FACTORS THAT MAY AFFECT FUTURE TAX CHARGES

In the Spring Budget 2020, the Government announced that from 1 April 2020 the corporation tax rate
would remain at 19% (rather than reducing to 17%, as previously enacted). This.new law was
substantively enacted on 17 March 2020 and therefore: this increase has been reflected in the calculation
of deferred tax at the balance sheet date.

The March 2021 Budget announced a further increase to the main rate of corporation tax to 25% from
April 2023. This rate had not been substantively enacted at the balance sheet date, as resuit the UK
deferred tax balances as at 31 December 2020 continues to be measured at 19%.

13. TANGIBLE FIXED ASSETS

4 Short .

Freehold leasehold ’ - Assets

land and ~ land and Plantand under

buildings buildings ° equipment construction Total

£000 £000 - £000 \£000 ~ £000

Cost ’ ' .
At 1 January 2020 100,089 . 190 583,854 8,015 692,148
Additions . 952 - 3,610 . 3,927 8,489
Disposals ) - - (365) - (365)
Transfers between classes - - 1,922 - (1,922) -
At 31 December 2020 101,041 190 © 589,021 10,020 700,272
Accumulated
Depreciation &
Impairments
At 1 January 2020 ) 63,371 112. 471,176 : - 534,659
Charge for the year 2,543 - 11,468 . 14,011 .
Disposals ) - - (347) - (347)
Impairment ' - - 9,549 - 9,549
At 31 Depember 2020 B 65,914 112 © 491,846 - 557,872
Net book value ‘ . .
At 31 December 2020 . 35127 78 97,175 = 10,020 142,400
At 31 December 2(519. 36,718 . 78 112,678 . 8,015 157,489
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DOW SILICONES UK LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2020 (continued)

13. TANGIBLE FIXED ASSETS (Continued)

14.

15.

Included within plant and equipment above is capitalised interest with a net book value of £nil (2019: £nil)
and commissioning costs with a net book value of £nil (2019: £nil). No interest (2019: £nil) was
capitalised during the year. The impairment was done to make use of the other large siloxane asset, as

this was more reliable and competitive.

Included within freehold land and buildings are amounts for external valuations performed on certain

freehold land as at 30 June 1966.

The historic cost of the freehold land is £553,000 (2019: £553,00'0).‘The amounts of the valuation are as

follows:

.2020 . 2019
£000 £000
Freehold land 4 - ' 828 - 828

STOCKS
’ e 2020 2019
A £000 . £000
Raw materials and consumables . ' ) ’ . 3 32,576 40,251
Finished goods and goods forresale - - | . 5,601 6,334
38,177 © 46,585

A profit of £120,000 (loss in 2019: £162,000) was recognised' in cost of sales against stock during

the year due to slow-moving and obsolete stock.

The replacement cost of stock is not materially different from that stated above.

CASH AT BANK AND IN HAND

2020
-£000

Cash at bank and in hand’ : ' .

2019
£000

Page | 34



DOW SILICONES UK LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2020 (continued)

16. DEBTORS

2020 ) 2019
- £000 . £000

Due within one year

Trade debtors o _ 2,108 1.320

Amounts owed by group undertakings o 134,870 104,777
Other debtors 2,548 1,005
| 139,526 107,102

Amounts owed by group undertakings are unsecured, interest-free and repayable on demand.

17. CREDITORS: amounts falling due within one yeér :

2020 2019

, £000 £000

" Loans from group undertakings o 15,843 14,650

Trade creditors 32,537 36,281
Amounts owed to group undertaklngs ‘ ' 35,856 - 27,448

Other taxation and social security ’ . 10,366 10,783

Accruals and deferred income ‘ v 8,723 3,803

103,325 92,952

Amounts owed to group undertakings' are unsecured, interest-free and repayable on demand.

Loans from group undertakings are revolving unsecured loans with the interest rate based on the one
- month LIBOR rate and a credit spread that is representative of transactions with unrelated parties under
similar terms and conditions.

The terms of the loans from group undertakings are detailed in note 18.

18. LOANS FROM GROUP UNDERTAKINGS

2020 2019
£000 £000-
Due within one year: ‘ i
Inter-company revolving credit agreement with Dow International

- Finance SARL, Luxemburg dated 1 July 2016; zero-cash balancing. 15,843 14,650

The net amount of exchange gains and losses on foreign currency borrowings that has been recognised
in the statement of comprehensive income in the year is a gain of £nil (2019: £nil).

Loans from group undertakings are revolving unsecured loans with the interest rate based on the one.
month LIBOR rate and a credit spread that is representatqve of transactions with unrelated parties under
similar terms and conditions.
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DOW SILICONES UK LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2020 (continued)

19. DEFERRED TAXATION

£000

At 1 January 2020 > , 10,701

Charged to the profit or loss account i 1,323

Changes to other comprehensive income E - (3,247)

At 31 December 2020 ' o o - - 8,777
The deferred tax asset is made up as follows:

2020 2019

£000  £000

Accelerated capital allowances ' A o . (5,250) (5,395)

Tax losses carried forward o 29,083 26,778

Other short-term timing differences 1,465 664

Pension deficit (16,521) (11,346)

8,777 10,701

" The deferred tax asset is recoverable against future forecast taxable profits within a time horizon that the
directors consider to be more likely than not to occur.

20. PROVISIONS

2020 2019

At 1 January 2020 . S : 170 . 598 .
Charged to profit or loss : 5,053 612
_ Utilised in year ' ’ : . (300) (1,040)

At 31 December 2020 . 4,923 170

The provision relates to the estimated cost of restructuring the business and is due to be utilised over the
next 12 months. . .
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DOW SILICONES UK LIMI_TED'

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2020 (continued)

21.

22,

23. -

CALLED-UP SHARE CAPITAL

2020 - 2019

£000 £000
SHARES CLASSIFIED AS EQUITY A '
AIIotted, issued, called up and fully paid

, ) : \ ' :250,000 250,000
250,000,000 (2019: 250,000,000) Ordinary shares of £1 (2019: £1) each : -~

The cbmpany has one class of ordinafy shares which carry no right to fixed income. '

N

RESERVES

Share premium account
Share premium represents the amount subscribed for share capital in excess of the nominal value.
Revaluation reserve

The revaluation reserve represents any increases in the carrying amounts of tangible assets on
revaluation.

Profit and loss account -

Retained earnings represents all net gains and losses and transactions with owners that are not
recognised elsewhere. : : :

\

CAPITAL COMMITMENTS

At 31 December the company had capital commitments as follows:

2020 . 2019
A ‘ £000 £000

Contracted but not provided in these financial statements . 2,932 . 1,862
, £000 - ~ £000
Capital commitments for tangible aésets . ' 2,931 1,858
‘Capital commitments for intangible assets ' _ ' o 1 4

At 31 December 2020 2,392 " 1,862
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DOW SILICONES UK LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2020 (continued)

24. PENSION AND SIMILAR OBLIGATIONS

Group Self Invested Personal Per_m'sion Plan

All employees are now members of the Group Self lnvested' Personal Pension Plan; the plan' is
administered separately with no amounts outstanding at the end of 2020.

Defined Benefit Pension Scheme
The active employees of the company are enrolled mto the AON mastertrust defined contribution plan
which is operated by AON

Previously the company operated a Defined Benefit Pension Scheme. Some employees were members
of a personal pension plan, the assets of which were held separately from those of the company in" an
independently administered fund. Other employees were members of the company defined benefit
" pension scheme with assets held in a separately administered fund. Effective 31 December 2013 the
~ scheme was. closed to the future accrual of benefits. Active members at the date of closure became
Employee Deferred Members with the link to future salary escalation replaced with deferred
revaluations, but with enhanced benefits compared to ordinary Deferred Pensioners while they remain in
continuous employment with the company.

A comprehenswe actuarial valuation of the company pension scheme was’ carned out at 31 December
2019 by Willis Towers Watson, independent consulting actuaries.

Composition of plan assets:

2020 2019

£000 £000

'Equities ~ . : 166,392 223,095

Bonds C , . ' 258,832 70,737

Others . : ‘ o , o 191,043 250,301

Total plan assets ', ‘ o 616,267 . 544,133

- 2020 2019

~ £000 £000

Fair value of plan assets : S 616,267 . 544,133

Present value of plan liabilities - (529,313) (477,389)

hNetvpension scheme asset ' ' 86,954 66,744
- The amounts recognised in profit or loss are as follows: _

2020 ©2019

» £000 £000

Net interest on defined benefit liability ' 1,353 - 1,142

Net benefit before special events : 1,353 1,142

Actual return on scheme assets : : ‘ 91,127 76,703
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DOW SILICONES UK LIMITED.

NOTES TO THE FINANCIAL STATEMENTS ‘
FOR THE YEAR ENDED 31 DECEMBER 2020 (continued)

24." PENSION AND SIMILAR OBLIGATIONS (CONTINUED)

B
Return on plan assets was as follows: |
‘ 2020 ' 2019
. . £000 . £000
Interest return on asset o 10,693 13,041
Asset gain during period 80,434 . 63,662
Actual return on asset _ ' 91,127 . 76,703
Reconciliation of fair value of plan liabilities was as follows: |
' 2020 2019
. . £000 ' . £000
' Open'ing defined benefit obligatibn _ . A 477,389 442,100
Interest expensé . ) , ) 9,340 11,899
Actuarial gains on liabilities . ’ 63,344 42,231
Net benefits paid out ‘ o ‘ (20,760) (18,841)
Closing defined benefit obligétion A : .529,313 477,389
Reconciliation of fair value of plan assets was ‘as follows: v
| 2020 2019
£000 £000
Opening fair value of scheme assets C . 544,133 = 480,971
Actuarial gain ' N 80,434 - 63,662
Interest income : 10,693 13,041
Contributions by employer 1,767 5,300
Net benefits paid out (20,760) (18,841)
Closing fair value of plan assets ] . 616,267 544,133

Principal actuarial assum-ptions at the balance sheet date (expressed as weighted averages):

- 2020 2019
. ' % . %
Discount rate at 31 December- o ' - 1.30 2.00
Future pension increases’ . - ' - 295 315
CP! - Increases to deferred benefits during deferment - ‘ . 2,55 2.40
RPI - Increases to deferred benefits during deferment ' - 295 - 3.15
Mortality table
2019 - S2PXA improvements in line'with the CMI 2018 projections and a long-term rate of -
improvement of 1.75% pa.
2020 = - = S2PXAimprovements in line with the CMI 2019 projections and a long-term rate of

improvement of 1.75% pa.
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DOW SILICONES UK LIMITED

NOTES TO THE FINANCIAL STATEMENTS .
FOR THE YEAR ENDED 31 DECEMBER 2020 (continued)

24. PENSION AND SIMILAR OBLIGATIONS (CONTINUED)

20200 2019 -

£000 ' £000

Amount recognised inother comprehensive income (OCI)
) Asset gains arising during the year 80,434 63,662
Liability (losses) arising during the year o (63,344) (42,231)

17,090 21,431

{
25. COMMITMENTS UNDER OPERATING LEASES o /

At 31 December the company had future minimum lease payments under non- cance!lable operating
leases as follows:

2020 2019

: £000 £000 .
Not later than one year S 15 - 27
15 27

26. LONG-TERM SUPPLY CONTRACTS

The company has entéred into long-term contracts with various suppliers for the supply of steam and
other services. The expiry dates of the contracts along with the minimum. payments due as of 31
December 2020 are shown as follows:

Other

services

. : £000

Contract expiry date : _ o : 2025

Minimum payments due as follows: ‘ '

2021 . 5,772

2022 - ' : , R o 5,843

2023 . , : ' : : 5,629
2024 : : ‘ , 2,599°

2025 ‘ : - 1,256

27. GUARANTEES AND OTHER FINANCIAL COMMITMENTS

At 31 December 2020, the company has bank guarantees totalling £1,250,000 and EUR 348,000 (2019: )
£1,025,000 and EUR 348,000) held with its bankers. These guarantees have arisen in the normal course
of business and relate to guarantees provided to HMRC for £450,000 (2019: £225,000), . National
Resource Wales for £800,000 (2019: £800,000), and Dutch tax authority for EUR 348,000 (2019: EUR
348,000).
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DOW SILICONES UK LIMITED -

NOTES TO THE FINANCIAL STATEMENTS
.FOR THE YEAR ENDED 31 DECEMBER 2020 (continued)

28.

29.

RELATED PARTY TRANSACTIONS

The company has taken exemptlon under Section 33 of Related Party Disclosures paragraph 33.7 hence
no dlsclosure has been made !

ULTIMATE PARENT UNDERTAKING AND CONTROLLING PARTY : a

In the opinion of the directors at the balance sheet date the immediate parent company is Dow Europe Holding
B.V., .a company incorporated in the .Netherlands, having registered address at Herbert H. Dowweg 5,
4542NM Hoek, Netherlands and the ultimate parent company, controlling entity, and parent of the smallest
and the largest group for which consolidated accounts are prepared.for which the Company is a‘part, was The
Dow: Inc. which is incorporated in the United States of America.

At the date of approval of these financial statements, the ultimate parent company and controlling entity is
Dow Inc. which is incorporated in the United States of America and whose registered address is:

‘Dow Inc.

2211 H.H Dow Way,
Midland,

M| 48674,

USA.

2

' Copies of the group financial statements of The Dow Inc. can be obtained from the above address.
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