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who we are and what we do

Our year at a glance

We are a world-leading supplier of high-performance,

highly specialised chemical products that help

customers turn innovative ideas into material reality.

Our differentiated products play vital roies in key sectors such as coatings, construction,
adhesives, and health and protection — growing markets that serve billions of consumers
worldwide. From our innovation hubs and manufacturing centres in Europe, North America
and Asia, we help more than 6,000 customers create new products and enhance existing
ones. And with our expert tearms focused on sustainable innovation to continue meeting
customer and consumer demand for low-emission and low-envirenmental impact solutions,
we are positioned to lead the way as a speciality business whose products enhance people's
homes and cities, lifestyles, transportation and healthcare.

We are:

c.95,200

employees at

4]

production sites in

24

countries

2 Synthemer plc Annusa! Report 2022

We serve:

6,000+

customers through our

3

end-market focused
divisions

with

1,530+ ktes

of products

in 2022 we delivered:

£2.6bn

Total Group revenue

£265.1m

Total Group EBITDA

£(26.5)m

Total Group statutory
operating loss

20.6p

underiying EPS

50%

of new products with
sustainability benefits



In 2022 we:

Refreshed our strategy to
strengthen our focus on
specialist sofutions for
attractive end markets, and
introduced a new marlket
focused divisional structure
from 1 January 2023.

Read more in our Review
of the year on page 27

Held the London Stock
Exchange Green Economy
Mark, awarded to companies
who earn more than 50% of
their revenue from products
and services that contribute
1o environmental ohjectives.

‘EBITDA is calculated as operating profit before depreciation, amortisation and Special ltems

Underlying performance statement

Strategically managed
our portfolio, integrating
our new adhesive resins
business and divesting
our non core laminates,
films and coated
fabrics businesses.

Read more in our CEC’s
review on page /

Were upgraded from

Ato 'AA in the latest
assessment by MSC!,
putting us in the top guartile
for ESG performance in the
Specialty Chemicals sector.

Took decisive action to
strengthen our balance
sheet and reduce our
leverage, focusing on
capital allocation and costs
in light of the challenging
trading environment.

Read more in our
Financial review
on page 30

Further developed our
Vision 2030 sustainability
roadmap and accelerated
our decarbonisation plans,
including through alignment
with science-based targets.

Read more in our

Sustaiﬁability review
on page 39

The Group's performance management uses Underlying performance to plan for, control and essess the performance of the Group. Underlying
performance differs from the statutory IFRS performance as it excludes the effect of Special Items, which are detailed in note 4 to the financiat
statements. The Board's view s that Underlying performance provides additional clarity for the Group's investors and stakeholders and so itis the
primary focus of the Group's narrative reporting. Where appropriate, IFRS performance inclusive of Special ltems is also described. References to
‘unit margin’ and 'margin’ are used in the commentary on Underlying performance.

Unit margin {or margin) is calculated on selling price less variable raw matenal and logistics costs

Free Cash Fiow is the maovement in net debt before financing activities, foreign exchange and the cash impact of Special Items, asset dispesals

and business combinations

All statistics shown on page 2 reflect the Total Group dunng 2022,
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Who we are and what we do

Chair’s statement

®8 Ina challenging year for Synthomer,

4

the Board has focused on decisive
steps to strengthen the balance sheet
and on the refreshed strateqgy, which
will position the Group well as market
conditions improve. 99

Caroline Johnstone
Chair

Synthomer plc Annual Report 2022

This has been a tough year for Synthomer, for
our people and for our shareholders. But we have
made progress on a number of fronts, embedding
a significant acquisition, overseeing a deep
review and refresh of our strategy which places
sustainability at its heart, completing a disposal
that shows our strategy in action and focusing on
decisive steps to strengthen the balance sheet -
all undertaken despite significant economic
headwinds and disruption in our markets.

A more focused business, with sustainable
innovation at its heart

| want to start by thanking everyone in Synthomer for
their hard work, dedication and resilience this year.
Throughout, our people have stayed close to our
customers, demonstrated our values and embodied
our purpose — creating innovative and sustainable
polymer solutions for the benefit of customers and
society. I'd also like 10 welcome our new colleagues
who joined us in our adhesives business when we
acquired Eastman Adhesive Resins in Aprii 2022,
and 10 thank those colleagues who left Synthomer
when we completed the disposal of our Laminates,
Films and Ceated Fabrics businesses in February
2023; we wish them well.



This was our CEQ Michael Willome's first full year
in role. He brings huge experience of the speciality
chemicals industry, real commercial acumen and

a talent for developing diverse teams. He has a
compelling vision for the business. The Board and |
have been impressed at how quickly he settled in, and
with the pace and focus which Michael has injected
INtG the business — putting the building blocks in
place to deliver our strategy, at the same time as
responding to the very tough market conditions.

Facing up to the challenges;
Building for the future

The Board has taken some very difficult decisions
through 2022, all after rigorous review and debate
We have focused on balancing the interests of all
our stakeholders and on the actions which will
deliver future sustainable value for our shareholders
and other stakeholders.

Since 2015, our strategy has been to pursue

both organic and incrganic growth, building an
increasingly global, speciality chemical solutions
business, with leading positicns in attractive end
markets. We appreciated shareholders’ support for this
strateqy, accepting elevated levels of leverage while we
embedded acquisitions and deleveraged back to our
stated norm of 110 2x net debtto CDITDA  as we
did following the OMNOVA transaction in 2020.

This year, however, has seen powerful and exceptional
headwinds We rermain a strong, profitable business,
with FY 2022 EBITDA of £265.1 million, but there is
no doubt that the business has faced challenges.
Following exceptional demand for our NBR nitriles
products during the COVID-19 pandemic, 2022 saw
an unprecedented downturn caused by destocking.
While the long-term prospects for nitriles remain very
attractive, we do not expect the period of low NBR
dermand caused by this destocking to abate before the
end of 2023. At the same time, the after-effects of the
pandemic have disrupted supply chains, with some
raw material prices doubling. While we have been able
10 pass through much of these costs, particularly in
our speciality businesses, they have led to higher
working capital levels than in the past. The Russian
invasion of Ukraine compounded this supply chain
disruption and raised energy costs, while demand has

been dampened by recessionary pressures worldwide.

Turbulence in the UK economy has also affected
interest rates and exchange rates. Many of these
factors have also affected the demand environment in
our new adhesive resins business in the final quarter
of the year. In addition, the business has experienced
supply chain and plant relizbility challenges that are

being resolved, as well as lower-than-expected
production capacity. While we are confident that
this business is a strong fit that has a high-quality
customer hase, opens opportunities in attractive
markets and expands our geographic reach, the
Board has taken the decision to impair the goodwill
associated with the acquisition by £133.7 million, as
described in the Financial review on page 29

Strengthening our balance sheet

These challenges have come while we were
leveraged following our acquisition — so it

became clear that we needed to focus sharply on
deleveraging, and build the platform to be stronger,
fitter and maore competitive when market conditions
improve. The Board has been closely involved,
supporting Michaet as he and the Executive Team
rapidly developed a concerted plan of detailed capex,
cost control and working capital actions. We have
also significantly improved our financing structure
by entering intc new bank facilities and a UK Export
Finance facility, both of which have covenants with
increased headrocom reflecting current market
uncertainty We have used the proceeds of the
Laminates, Filims and Coated Fabrics disposat
received after year end 1o reduce debt

We also took the very difficult decision to suspend all
dividends while we deleverage. While this followed
historically high 2027 dividends based on last year’s
exceptional results, we know that many shareholders
were very disappeinted with this decision. These
decisions were not taken lightly, as we discuss in

The Board's year on page 101

Cur CFO, Lily Liu, whom we weicomed to Synthomer
in July, talks more about our balance sheet plan, cur
progress and our targets for 2023 in the Financial
review on page 28. The Board is confident that

the actions we are taking te strengthen the balance
sheet will give Synthomer the platform to deliver

on its refreshed strategy — which | will discuss next.

A refreshed strategy, focused on
sustainability and opportunity

The Board's confidence in the future prospects of the
business 1s underpinned by our refreshed strategy,
announced in October 2022, and the result of a
comprehensive review of Synthomer's leadership
teamn and strategy that Michael began when he
joined In Novermber 2021,

The strategy takes the needs of consumers and
customers in highly attractive, high-growth markets
as its starting point, and recognises that customer
and censumer demand for more sustainable
products is one of the most important tailwinds
driving our business.
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Who we are and what we do

Chair’s statement continued

It creates a clear path for us to become a speciality
solutions platform for the coatings and construction,
adhesives, and health and protecticn market
segments. It 1s focused on end markets, innovation
and sustainability — making our business less
complex, focusing on our strengths and creating a
real platform for the next phase of cur growth. And
it is the blueprint for the new divisional structure we
introduced in January 2023, described on page 14.

The Board worked closely with Michael, his management
team and external advisers cver many months

on the wide-ranging process of developing this
strategy. It was an inclusive and rigorous process
but also involved some very tough conversations
and decisions. What became clear was the need

to prune our growing business through a portfolio
review process, and a much clearer focus on capital
atlocation; we succeed when we focus on what we do
best. Michael describes the strategy in his staterment
on page 7 Here, | emphasise that this is a strategy for
the long term, founded on our vision for the future of
the business. it has the full support of the Beard,
and we have already approved the first steps in its
implementation, with the disposal of our Laminates,
Films and Coated Fabrics businesses,

A more diverse, inclusive Synthomer,
delivering on ESG issues

This year, our people have been outstanding, navigating
the ongoing challenges of the pandemic and supply
chain disruption, undertaking a farge-scale
integration programme, contributing to the refreshed
strateqy and preparing for a reorganisation — all in the
context of a cost-of-living crisis that has an impact
on everyone, Support for our employees has been

a key focus of the Executive Team and Board,
described in the People section on pages 67 to 58,

I'd like to highlight in particular the success we have
had in making Synthomer a more diverse and
inclusive place for our employees to work. Diversity
and inclusion 1s one of the pillars of our refreshed
strategy, as well as an important element of our
Vision 2030 programme, which is our blueprint for
progress on environmental, social and governance
(ESG) issues. | am delighted to say that Michael and
his tearn have achieved real momentum in this area,
Since 2019, the number of senior leaders who are
women has risen from 9% to 25%, and we are seeing
change across the career spectrum women now
make up 33% of our Board, and 56% of our new
graduates in the last four years have been women

Our commitment to environmental sustainability
in our products and operations is absolute —itis a
key enabler of our strategy As well as aligning with

6 Synthomer plc Annual Report 2022

our purpose, creating sustainability benefits is an
important value driver for us, as we see increasing
demand for products that help our custormers
reduce their own environmental impacts, particularly
in carbon. Our own work on decarbonisation continued
in 2022, developing science-based greenhouse gas
emissions targets, and setting cur internat carbon
price, which are impaortant milestones on our path

1o net zero. Read more in our Environment section
pages 5810 62

Synthomer's commitment to keeping our employees
safe remains our highest priority. While safety
performance at some sites has been world-class this
year, we are focused on bringing our acquired businesses
in particular up to these levels; the Board supports and
maonitors our safety, health and environment (SHE)
programme outlined on page 54.

Our progress against all our Vision 2030 targets is
described in our Sustainability report on page 43,

and | discuss the Board's leadership and oversight
of ESG matters on page 98,

Welcoming new directors

As well as welcoming our new CFO, Lily Liu, we also
welcomed lan Tyler to the Board in June 2022;
his wealth of experience as an executive and
nan-executive director is already contributing
significantly to the Board and the business,
having taken over as Chair of the Audit
Committee in November 2022,

Looking ahead

Macroeconomic conditicns remain challenging, with
stbdued levels of demand in many of our markets

in early 2023, and so a key focus for the Board is
strengthening the balance sheet in the near term_ At
the same time, we are confident that our markets will
recover over time, and therefore we will continue to
balance our immediate priorities with implementation of
the refreshed strategy. Fundamentally, we have a strong,
global business platform in attractive end markets with
excellent long-term growth prospects. We lock forward
to harnessing the strength of our sustainable innovation
expertise and delivering cur strategy to become a truly
global, highly-specialised chemicals business that is
ready for the opportunities we see ahead.

Caroline Johnstone
Chair

28 March 2023




Chief Executive Officer’s review

6 We have restructured our
business to be more end-
market focused, more agile,
and in a stronger position to
deliver value for our customers
by harnessing our expertise
in sustainability and
innovation. 99

Michael Willome
Chief Executive Officer

Focusing our business for future
opportunities

In more challenging times it is more impertant than
ever 1o be close 10 our customers, to focus on the
things we do best and to follow a clear strategy.

2022 has certainly seen its share of challenges for

Synthomer, for our people and our wider stakeholders.

Following the unprecedented demand for nitrile latex
in 2020 and 2021, we have experienced a prolonged
destocking of medical gloves, which our customers
manufacture from our nitrile butadiene latex (NBR),
resulting in far weaker levels of demand. The war in
Ukraine, ongoing COVID-19 disruption and broader
recessionary pressures have all contributed to

economic volatility, including supply chain disruptions,

sustained higher raw material cests and energy price
hikes. The cost-of-living crisis has affected a number
of our markets, with demand deteriorating over the

course of the second half of the year And during the

Synthomer plc Annual Report 2022
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Whao we are and what we do

Chief Executive Officer’s review continued

fourth guarter, the macroeconomic environment also
began to affect demand in our Adhesive Technology
business, alongside the additional impact of supply chain
issues constraining access to raw materials and site
reliability challenges, which we are working to resolve,
as weli as the iImpact of lower-than-expected capacity.

We are grateful to our peaple, who have continued
to demonstrate real commitment to deliver for

our customers around the world throughout this
volatile period. The Total Group revenue of

£2.6 billion and EBITDA of £265.1 million delivered in
2022 was a solid performance given the challenges
we have faced. At the same time, and crucially for
the future of Synthomer, we have launched a
refreshed strategy and reorganised our business

- work that is centred on becoming a truly globai
specialised chemical company, concentrated on
three attractive growth markets: coatings and
construction, adhesives, and health and protection. It
gives us a clear pathway to emerge stronger and more
focused fromn these volatile times — and a platform from
which to create sustainable value for all our stakeholders

Towards specialised, high-performance,
high-growth markets

Our refreshed strategy and new structure make our
business simpler, more efficient and more sharply
focused on areas where we add most value. It will
move us towards the more specialised, higher-
performance, higher-growth markets where we
know we can win. We are becoming more end-
market focused, with sustainability and innovation
at the centre of what we do. We are also driving a
Group-wide emphasis cn making our execution
bolder and faster through business excellence

Just as importantly, the new strategy renews our
focus on arganic growth and portfolio management
Our business has expanded significantly through
acquisitions in recent years, giving us greater reach
globally and particularly in North America, opening up
oppartunities in attractive markets, reinforcing our
innovation capabilities and strengthening our leadership
positions. However, that expansion has also made
our business more complex and taken us into some
non-core areas - perfectly strong and sound businesses
in themselves, but either more cyclical in nature or too
small for us 1o generate strang, consistent growth.

Following a full evaluation of our portfolic we are
now allocating capital more effectively, applying
differentiated steering to invest in core areas where
it will have the most impact. We are also rationalising
our portfclio through the disposal of non-core
businesses. We took an important step in this process
when we announced the sale of the Laminates, Films
and Coated Fabrics businesses in December 20272,

8 Synthomer plc Annual Report 20272
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This year we were upgraded

from an ‘A’ to a ‘AA ESG rating
by MSCJ, putting us in the top

quartile of ESG performance
for our sector. 99

This sale, which completed on 28 February 2023,
increases the speciality weighting of cur overall
portfolio and is margin accretive in line with our
strategy. The $267 million cash proceeds {incluging
55 million payable in 2024) will also help strengthen
our balance sheet and support our drive to reduce our
leverage to our medium-term target of between 1 and
2% net debt to EBITDA — another key strategic focus.
Our CFQ Lily Liu describes this further on page 28,
alongside the work we are doing to iImprove our
working capital position and optimise our cost base.

Harnessing growth to sustainability

Our strategy aims to bring us closer to our
customers, immersing us in their markets so we
can identify the trends driving demand and develop
the solutions to meet them.

Sustainability is one of the most important of these
trends. Regulation is driving the requirement for
cleaner, more environmentally friendly sclutions,
and for renewable raw materials. As a market leader
in water-based and emission-reducing polymers,
that creates a huge opportunity for Synthomer.

We have a long track record of helping our
customers towards their own sustainability goals.
Our emission-reducing solutions and lower-carbon-
intensity operations all make a positive contribution
towards customers’ Scope 3 carbon footprints. Cur
capabilities and products can help our customers in
multiple areas - whether that is replacing solvent-
based coatings with water-based alternatives,
developing water-based polymers and redispersible
powders for construction customers, or innovating
bio-based, low-carbon footprint and circular
solutions for adhesives.

We are also making progress with our own
sustainability objectives. Our Vision 2030 ESG
programme, described on page 43, is a long-term,
embedded part of our business strategy — a key
part of ensuring we remain competitive, as well as
the responsible approach to doing business. We are
committed to science-based targets to navigate our
decarbonisation, and are targeting 60% of our new
products to have sustainability benefits by 2030 We
have already delivered a 36% reducticn in absolute




Scope 1 and 2 emissions since 2019, and we are
actively working on reducing Scope 3. In 2022 we
made our decarbonisation objectives more ambitious
and focused on absolute reductions rather than
iower carbon intensity, in alignment with the 2015
Paris Agreement. We hald the London Stock
Exchange Green Economy Mark, awarded

to companies who earn more than 50% of their
revenue from products that contribute to
environmental objectives. This year we were
upgraded from an ‘A" 1o & 'AA rating by MSCI,
putting us in the top quartile of ESG performance
for the Specialty Chemicals sector.

Diversity and inclusion:
at the heart of our strategy

The dynamism and resilience of any business is
created by the people who work there = and | strongly
believe that diverse teams help create pbetter ideas
and drive innovation in what and how we deliver,

Diversity and inclusion forms a critical pillar of our
refreshed business strategy, and has been a focus
for me from my first day at Synthomer, because it is
vital to delivering value for all our stakeholders. We
have made strong progress this year, particularly in
the leadership team, which has been transformed
by several appointmeénts that have broadened the
range of backgrounds and experiences we can draw
on, and which now contains more women than ever
before. Of course there is more we can do, and to
ensure we maintain our recent momentum in this
area we have commilted to achieving 40% gender
diversily across senior management by 2030 as a
stepping stone to true gender balance.

The evolution of our strategy does not mean a
change in our values hawever — among which

our highest priority remains safety, health and
environment (SHE). We know that we have more to
do on safety in particular Our legacy businesses have
benefited over many years from cur SHE programrme
and continue ta perfarm well. Qur near-term objective
is 1o ensure that newly acquired businesses are
aligned to Synthomer standards within a three-year
cycle. That process is on track at our former
OMNOVA sites, which show good improvement
since acquisition; we are applying the same rigour
to the adhesive resins sites acquired in 2022,

Positioning Synthomer for profitable growth

The actions that we have taken will enable
Syntharmer 1o navigate the current difficult environment
and ensure that the Group is in a strong pesition to
make progress when macroeconomic conditions
improve. Looking ahead, we will continue to enhance
our efficiency through asset optimisation and by
improving cost control and capacity management
throughout the Group In our new Coatings &
Construction Solutions division, our focus is on
driving organic growth. In Adhesive Solutions we

will increase operational and supply chain reliability,
reprioritising capital expenditure to support
debottlenecking and broaden raw material supply
while taking further steps to reduce working
capital to typical Group levels. We will also

benefit fram recent organisational changes and
the implementation of Synthomer's operational
excellence standards. Within Health & Protection
and Performance Materials, we will continue tc
strengthen our cost competitiveness and enhance
customer inlmacy while reviewing opportunities
to divest other non-core businesses

Synthomer 1s on a journey to become a global
specialised chemical company focused on three
core end markets, with excellence embedded
throughout our business and a sharp focus on
sustainable innovation. While we are experiencing
such a challenging point in the trading cycle for our
key markets we will continue to focus an generating
cash and strengthening cur balance sheet. But
cycles mave an, and | am confident that our strategy
is the right one — and that it will make us a trusted
and responsible player in our customers’ value
chains, meeting the needs of the end consumer
through sustainable innovation, so that we grow
back stronger and continue to deliver on our purpose
of creating innovative and sustainable polymer
solutions for the benefit of customers and society.

Outicok

Our year to date trading performance reflects the
continuation of the challenging macroeconomic
conditions in the final quarter of 2022, with subdued
levels of demand across most of our end markets
and geographies. We expect to make progress in
the second half of 2023, reflecting the benefits of
our operational and cost actions, supplemented by
the anticipated start of an improverment in market
conditions, aithough visibility of this is currently
lirmited. As previously indicated, while underlying
end-market demand for medicai gloves remains
robust, we do not expect the unprecedented period
of destocking, and hence lew NBR production levels,
to abate before the end of 2023.

We have taken decisive actions to strengthen our
business in the current difficult environment and
position ourselves for profitable growth as demand
recovers. We remain confident in our ability to
execute Synthomer's refreshed strategy and deliver

the medium-term largets we set out in October 2022,

which were mid-single-digit growth in constant
currency over the cycle, EBITDA margins above 15%
and mid-teens return on invested capital

Michael Willome
Chief Executive Officer

28 March 2023
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Who we are and what we do

Our business model

Innovation, sustainability and end-market focus are at the
heart of our business model, which draws on our unique
teams and assets to deliver high-performance speciality
chemical products and create value for all our stakeholders.

Global
demand...
..shapes our ..for serving ..run by
attractive end- expert teams
strategy...
markets through across three
three simplified continents...
' divisions...

..for lower-carbon,
more circular ‘

sustained value

...for construction for all stakeholders

41 sites across the
Americas, EMEA and
Asia, including four

Over 6,000
customersin:

and urbanisation as a Specialit); Coatings & innovation Centres
[uti | .
_for health and solutions plattorm Construction of Excellencg as part
hvai duct for the coatings Solutions of an innovation hub
ygiene products and construction,

network comprising

...for adhesives adnhesives and health  Adhesive 23 sites
and packaging and protection market  gglutions N
Segments :
A R Health & Protection
3 and Performance
Materials

Analysing risks
and opportunities

Entrepreneurial pecple

Strong relationships with

Focus on consumer and culture, underpinned J custormers, and leadership . FOC:E en execu!on.
E ] by our values 7 postions n highly differentiated, * : eficiency. an
end-use demand 4 : attractw%e markets : : pusiness excellence

integrated nsk strategy and

1 Strongrelationsnips with raw

Understanding : 1 nsk management processes % Global technical services teams !
3 oL mistenals suppliers and a
the macro trends Track record of integrating - Differentiated steenng to grow resiiient supply chain
. - acqguisiticns '
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..and

fulfilling our
purpose...

...creating
innovative and
sustainable
polymer solutions
for the benefit

of customers
and society

Vision 2030, our
ESG roadmap and
alignment with science-
hased targets for our
net zera commitment

QOur values

Safety, health and
environment

Accountability
Integrity
Teamwork
Innovation

TN

...by making
specialist high-
performance

products...

Focused on
sustainable,
emissions-reducing
chemistries including:

e Acrylic and vinylic
water-based
dispersions

e Adhesive tackifying
products

e Speciality chemical
additives and
non-water-based
chemistry

e Acrylate monomers

e Water-based nitrile
butadiene latex
and performance
materials

.:' Highty differentiated portfalic

improved products
with improved margins

Note al figares for 1otal Group for <he year 10 31 Docemoer 2027

...that add value
for customers...

Responding to
consumer needs
in thousands of
applications

QOutstanding product
and process innovation

Focusing on
sustainability benefits
for our customers
and end users

A

Formulations
designed for use In
< customer-specific products
1o meeat consumer needs
: Close technical services :
© partnerships with customers !
. loedwseonapplcations, ¢
“. sustanability and end use -

London Stock Exchange
Green Economy Mark

...and create

value for ail
stakeholders.

£2651m

Total Group EBITDA

5,200

Employees in
24 countries
(2021 4,600 employees)

£266.1m

wages and salaries
(2021 £2437my)

£33./m

R&D spend
(2027 £28.9m)

50%

of new products with
sustainability benefits

£1.9bn

spend with suppliers
(2021: £1.6bn)

£995m

returned to shareholders
(2021 £73 5m)

£65.6m

corporate tax paid
(20271 £86.4m)
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wWho we are and what we do

Our strategy

Our strategy aims to drive Synthomer forward as a speciality
solutions platform for the coatings and construction, adhesives,
and health and protection market segments in order to create

sustained value for all our stakeholders.

Everything we do is underpinned by sustainability,

end-market focus and innovation.

How have we chosen our end markets?

Our strategy takes the consumer as the starting
peint, anticipating global megatrends and identifying
sectors where we can get closer to our customers
in attractive end markets where Synthomer has the
products, skills and leadership positions to win

Coatings, construction and adhesives are all
markets projected to grow at around 4-5% over
the cycle, driven by strong demand for sustainable
products - and the health and pratection markets
are forecast to grow at 6%+ As we describe on
page 14, in January 2023 we recrganised our
business to create three new divisions targeted at
these markets: Coatings & Construction Solutions
(CC8), Adhesive Solutions (AS), and Health

& Protection and Performance Materials (HPPM).
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Why focus on speciality platforms?

Specialisation creates access to GDP+ growth,
driven by global megatrends - clirmate change and
sustainability, urbanisation, demographic changes
and the continuing shift in economic activity to
Asia. Base chemical businesses can still be highly
successful but are more cyclical, with volumes
subject to fluctuating supply and demand.

So we are applying rigorous portfolioc management
as a pillar of our strategy, ensuring we focus on
businesses where we can win, This will mean
divestrment of non-core businesses, organic growth
of our core businesses, and — when the time and
opportunity is right = strategic acquisitions, We are
also focused on differentiated steering - allocating
talent and capital to driving growth in our speciality
platforms, and to cash generation in our base platforms.




A new strategy to drive value
Synthomer is a speciality solutions platform
for coatings and construction, adhesives, and
health and protection market segments

Organic growth in
attractive end markets

End-market
orientation

in everything

. . we do
Rigorous and consistent

portfolio management to build
focused, leading positions

Sustainability
as a value driver
and a principle
for how we run
our business

Operational and
commercial excellence in
how we run our business

Differentiated steering
in how we allocate
capital and talent

Innovation as a
critical enabler

1

Diversity, equity and
inclusion and holistic
people development

Objective:
Speciality chemicals
company focused
on select attractive
end markets

Synthomer plc Annual Report 2022
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Who we are and what we do

Our new divisional structure

We have changed the way we do business so
we are closer to consumers, more embedded
in our customers’ markets, and better able to
deliver the sustainable innovations that will
drive our success. As of 1 January 2023 we
have three new, market-focused divisions with
strong commercial positions and global reach.

Coatings & Construction
Solutions

Our specialist polymers enhance the
sustainable performance of a wide
range of coatings and construction
products. We work across architectural
and masonry coatings, mortar
modification, waterprcofing and
flooring, fibre bonding, and energy
solutions. Read more on page 16

2022 revenue

£996.Tm

Adhesive Solutions

Our adhesive solutions bond, modify
and compatibilise surfaces and
components for products including
tapes and tabels, packaging, hygiene,
tyres and plastic modification, helping
improve permeability, strength,
elasticity, damping, dispersion

and grip. Read more on page 18

2022 revenue

£5729m

Health & Protection and
Performance Materials

We help enhance protection and
performance in a wide range of
industries inciuding medical glove
manufacture, speciality paper,
food packaging, carpet and
artificial turf, gel foam elastomers,
and vinyl-coated seating fabrics.
Read more on page 20

2022 continuing revenue

£814.9m

2021 £8202m 2021 £155 5m 20271 £1,068 5m

2022 EBITDA 2022 EBITDA 2022 continuing EBITDA

2027 £7477m 2027 £22.5m 2021 £3550m

TWEEpart 1 one ik ke /e d e SCNE At wEte 1D ALe SaT PN repe T Ag per 2d iz 2T Bererber 2022 nar 2eaes o THE BT zages 7873 :3 &rd Fnere a siateents Sages 1._5' [l
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Our locations

® Coatings & Construction

Solutions
Adhesive Solutions

Performance Materials

L ]
@ Health & Protection and
Q Curcentres of excellence

2022 EBITDA contribution under old and new divisional structures’

Functional
Solutions

Adhesive
Technologies

Industrial
Specialities

Performance
Elastomers

Acrylate
Monomers

£491m

<§£20 7 m aon nccrporate costs not allocated

0ld divisional structure -----------o-- » New divisional structure

£120.8m

Coatings
& Construction
Solutions

Adhesive
Solutions

Health &
Protection

and Performance
Materials
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wWho we are and what we do

Introducing: Coatings &
Construction Solutions

QOur Coatings & Construction Sclutions
division (CCS) was created in January
2023, bringing together a range of
Synthomer businesses focused on two
end markets where we have leadership
positions and potential for growth.
President, Coatings & Construction
Solutions Ana Perroni Laloe describes

the opportunities ahead for her division.

Main markets
Architectural and
masonry coatings

Waterproofing
and flooring

Fibre bonding

Energy solutions

Addressable market

£8bn+

16  Synthomer plc Annual Report 2022

1,900

Why is the division focused on the coatings
and construction markets?

Ana Perroni Laloe Accelerating urbanisation is
one of the biggest megatrends around the world.
People will always need a place to livel

Whether we are serving customers who are engaged
in building whole new cities, or customers who
supply you and me with the materials to repaint
our own houses, there's a clear cpportunity for
innovative, sustainable products 10 meet demand.
Both markets demonstrate GDP+ growth, and both
require specialised, highly differentiated products
with sustainability benefits — the products
Synthomer does best. We've focused the division
on getting closer to these end markets, and closer
to customers. We have really talented people across
the division, experienced and knowledgeable teams
and strong geographic coverage

employees
in 1/ plants




Where do you see your biggest opportunities?

AP In coatings, we already have a competitive
advantage because of the sustainability benefits
of our water-based technologies in applications
such as architectural coatings, coatings tor wood
and metal, and autcmotive. These will continue —
consumers want these benefits, and regulations
increasingly require them. We see the cpportunity
to do more in industrial coatings in particular,
where our innovation gives us a potential edge

There 15 a particular cpportunity in insulation, where
our specialist products are used to coat the glass
fibre in insulation systems — we can all see insulation
growing strongly as consumers and governments
respond 1o the climate crisis and energy prices

(see case study, below).

Construction generally 1s similar in that sustainability
is & hig driver — clistomers value products that
support their own net zero ambitions, and we can
really help with that.

What might surprise people about the division?

AP Cne area where we are very strong, but which
people may not know about, is in Energy Sclutions
On the one hand our advanced liquid and dry
cementing products — and high-nerformance
drilling fluid additives — are used in challenging
operational environments around the world. But
what is very exciting at the moment is our water-
based anode binders that help deliver high charge
capacity, reliability and long life in fithium-ion
batteries for electric vehicles, energy storage

QuickShield: energy-saving
innovation in the growing
insulation market

Energy prices and the drive to tackle the climate
crisis have meant that consumers and governments
are increasingly focused on one of the best ways to
conserve energy: quality insulation.

That's ¢created a surge in demand in the Glass EIFS
(Exterior Insulation and Finishing Systems) sector,
which is growing faster than GDP. As the leading
supplier of resins for EIFS bonding in Europe,
insulation is one of the markets where our
leadership position and specialist product

offer give us a great opportunity to expand.

We offer state-of-the-art XSBR (crosslinked styrene-
butadiene rubber) praducts to bond the glass fibres
together to create the mesh structure that gives EIFS
mechanical and structural stability. At the same time,
our new QuickShield system uses a patented heat
cure mechanism to help glass mesh producers to
cure their preducts below the traditional temperature
profile, saving energy in the process.

and other devices — supporting the transition to a
decarbonised world. Styrene butadiene rubher (SBR)
has become the most widely used Ithium-ion ancde
binder because of its balance of versatility and
electrochemical performance. Qur SBR binders have
been engineered to meet cell manufacturers’ needs
and can fit straight inte their existing manufacturing

processes and deliver excellent battery performance.

Sustainability is clearly a focus — how do you
support customers with their sustainability goals?

AP We can deliver sustainability benefits
throughout the value chain. The first benefit is that
our water-based and powder-based solutions each
reduce emissions, in different ways. We can help
customers reduce or eliminate substances of
concern, such as formaldehyde, and help reduce the
need for energy in their processes, supporting their
ambitions on Scope 3 carbon cmissions.

What are you focusing on in your first year?

AP Safety is always the highest priority. We want
the same standard of excellence across the division
— and that links to the connected goal of ensuring
our sites are reliable and efficient, sc we can focus
on delivering what our customers want now, and
what they'll want in the future. Sustainability
benefits will play a big part in that, so we are really
driving innovation. Together, these will help put us
on the path to the growth we know can be unlocked
in our end markets.
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wWho we are and what we do

Introducing:
Adhesive Solutions

Adhesive Solutions {(AS) was created in
January 2023. it brings together several
Synthomer businesses focused on
adhesives, including our former Adhesive
Technologies division, which integrated
our acquisition of the Adhesive Resins
business of Eastman Chemical Company
in 2022. President, Adhesive Solutions,
Toby Heppenstall describes what his
division does — and where it is going.

Helping automotive customers cut
carbon and increase recyclability

The autemative sector is a hugely attractive end market for
Adhesive Solutions, with tyre additives alone representing an
estimated $0.9 billion addressable market that we rate as GDP++.

Itis also an area where our leadership in sustainable products
is a key competitive advantage.

For example, upgrading tyre performance contributes to

fuel efficiency — a key opportunity for our resins. Our Impera
Performance resins enable the creation of high-performance
tyres with low rolling resistance while still offering high wet and
dry grip. At the same time, gum rosin-based plasticisers for
tread compounds are bio-based.

Elsewhere in the car, our speciality tapes heip keep
increasingly complex electronics neat and tidy, and our
dispersions, tackifiers and lithene products all contribute to
sound damping, an important focus for electric car makers.
Our recently launched High Heat Amorphous Polyolefins
(APQOs), meanwhile, are helping car makers advance the
light-weighting and recyclability of their car interiors.

18 Synthomer plc Annual Report 2022

What does the division do ~ and where does
it fit into Synthaomer’s business?

Toby Heppenstall Ina nutshell, we develop,
manufacture and sell tackifying resins and
polymers that are used primarily in adhesives,
but also as modifiers of rubber and plastic.



Much of the division is formed of our adhesive
resins acquisition completed on 1 April 2022 Our
rationale for the transaction was that we had long
identified adhesives as a very attractive growth
market. It offers increased specialisation and is
margin accretive, and supports our sustainability
goals by offering renewable products and exciting
circularity options The business is also very
end-market focused — we have strong exposure to
attractive end markets covering growth areas such
as hvaiene, packaging and tyres Now Synthomer
has the broadest offering in the industry, with leading
positions in EMEA and the Americas across all
tackifier product groups.

The integration also identified $25-30 million in
potential synergies, and we are making progress
towards those — which is all thanks to the people
from every function in the division who are going
the extra mile to makce it work.

What are the applications for your products?

TH There are lots, because our preducts can do
three important things: bonding, modifying and
compatibilising. For example, in your car alone you
could find our products in the sound damping, the
carpet backing, and the tyre tread, where our Impera
resing are a market leader. In your shopping basket
you might find them in cardboard and piastic focd
packaging, nappies, carton-closing mechanisms,
adhesive tapes, labels or metallised film.

Some of these are preducts that have been around
for many years, playing a critical role in the supply
chain. But thanks to continual innovation we also
have within cur speciality portfolio many newer,
high-margin products playing in smaller, high-value,
high-growth markets.

Where do you see your biggest opportunities?

TH Demand is driven by major megatrends — most
of which are in some way underpinned by sustainability

Our portfolio is uniquely positioned to help
drive circular solutions — inciuding through

the introduction of circular feedstocks. Cur
high-performance water-based polymers can
also displace solvent-borne adhesives — a trend
that plays to our leadership in innovation.

600

One example is ‘'sustainable convenience’ - the drive
to keep making convenient packaging for consumers,
but with reduced envircnmental impacts. Adhesives
have a key role to play here in helping customers
create lighter, more recyclable packaging.

Anather is 'sustainable mobilty’ — especially cars, where
we can help car makers boost fuel efficiency, recyclability
and light-weighting (see case study, below, left).

Who - and where - are your customers?

TH We have over 300 customers — many of them
blue chip — and our products are sold in more than
£600 locations around the world.

In fact our customer base is a particular strength of
the divisiocn. We have strong relationships with many
of them, on average for 15 years and in many cases
much longer than that, and those relationships are
bascd on us listening and understanding their
needs. That's why we have a large, technically
capable, customer-facing team that helps our
customers develop solutions.

What are you focusing on in your first year?

TH We will continue to focus on safety as a priority.
Synthomer has industry-leading SHE standards and
we are integrating our new businesses into our SHE
programmes, while at the same time recognising
that the chemistries and processes we use in
Adhesive Sclutions are inherently higher-hazard

Beyond safety, our main focus is on completing the
integration of the acquired adhesive resing business
fully into Synthomer, increasing its operaticnal
stability and broadening the raw material supply
chain. This will lay the foundation for us to grasp
the long-term opportunities we see ahead for

this important part of our refreshed strategy.

Main markets

Tapes and labels

employees

In 6 plants

Synthomer plc Annual Report 2022

Packaging
and hygiene

Tyres and plastic
modification

Addressable market

£6bn+
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wWho we are and what we do

Introducing:
Health & Protection and
Performance Materials

Our Health & Protection and Performance
Materials (HPPM) division was created in
January 2023, bringing together our NBR
business, the second-largest in the world,
with a range of non-core performance
materials businesses with leadership

positions in the paper and carpet markets.

President, HPPM, Rob Tupker describes

the opportunities ahead for his new division.

1,300

employees
Main markets |n 14 p'antS

Medical glove
manufacture

Speciality paper
and food
packaging

Addressable market

£Abn+
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Why is Synthomer focused on the health and
protection market?

Rob Tupker Long-term demand for health

and protection products is one of the strangest
megatrends underpinning Synthomer's strategy
The nitrile butadiene latex (NBR) market is already
a $3 billion addressable market, and we believe it is
set to continue to grow at a rate of 6+% per annum
during the caming years. We are a world leaderin
NBR, which our customers use for glove-dipping
The gloves our customers make are used in a wide
range of healthcare settings, and theyre atso
increasingly used in many other sectors — food
preparation and hospitality, for example.

The growth in urbanisation and healthcare in emerging
markets is a particular opportunity. Around 400 billion
gloves are already used each year worldwide, but they
are disproportionately used in developed markets —
per capita use in the USA is 200 compared to around
100 in Europe, and much lower In developing regions.
we helieve that gap will close over time. So while
compared to the rest of Synthomer you could describe
this divisicn as a ‘base’ rather than 'speciality’ business,
it is focused on a very high-growth market — meaning
that Health & Protection is very much a core business




Supporting
customers through
customer service
and sustainability

Getting close to our customers and
meeting their needs - including for
mora sustainable products - ia central
to our approach. So we were proud to be
recognised this year by Ansell, a global
leader in protection solutions and a
market-leading glove manufacturer.

At Ansell’s Supplier Summitin
February 2023, Synthomer received

an Outstanding Performance Award,
recognising the contribution our teams
had made in 2022 to ensuring Ansell had
the nitrile latex supplies they needed to
meet high demand, and in supporting
their sustainability ambitions through
our work and transparency around our
Scope 1 and Scope 2 emissions,

What gives the division competitive advantage
in this sector?

RT First, product guality. Gloves made from our
speciality NBR ensure a combination of high tensile
strength, good elongation and relaxation.

That product quality is driven by our secend
competitive advantage: process and product
innovation. The jewel in the crown of our innevation
resources is our Asia Innovation Centre (AIC) in
Malaysia The AIC has state-of- the-art R&D reactor
capabilities and application technology, including a
robotic glove-dipping laboratery. It gives us a real
edge, having such great capabilities located so
close to many of our custorners,

An important third factor is cur scale. We are the
second-largest player in the NBR market, and we are
competitive on cost. And an increasingly important
factor is our work on sustainability — ancther
megatrend that will shape the sector in the future.

How are you making the NBR business
more sustainable?

RT We can help customers create more sustainable
gloves in a number of ways, One is by improving
our processes to make them mare energy efficient.
Another is by improving the product so that
customers can improve the energy efficiency of
their own processes. Thirdly, we are increasing our
collaboration with customers and other partners
across the whole chain to improve the overall
carbon footprint of the glove lifecycle, with

several initiatives focused on recyclability and

bio degradability. The industry faces a significant
challenge as well as opportunity here, given that
most gioves used in healthcare have to be
incinerated for safety reasons.

SyNovus™ is our latest innovation platform for
developing sustainable NBR for glove manufacturing.
It enables customers 1o use lower curing temperatures
in their process, reducing their energy costs and carbon
footprint. We've also developed SyNovus™ Plus, which
is accelerator-free and has a reduced chemical loading,
minimising the risk of some allergies. Gloves made
with SyNovus™ Plus are readily recyclable into new
rubber products, such as soles for shoes.

What other sectors does the division compete in?

RT Health & Protection is the largest part of the
division, but we have a number of smaller niche
performance materials businesses focused on markets
including paper, carpet, acrylate monomers, speciality
vinyl polymers, elastorneric modifiers and inorganic
specialities. While these are attractive businesses
where we have leadership positions, they have been
assessed as non-core to the wider Group strategy.

What are your priorities for 20237

RT We need to maintain our focus on safety asa
priority. Our NBR business has an excellent safety
record and we want the whole division to meet
those standards. We also need to remain cost-
competitive, focusing on process innovation while
developing further lifecycle sustainability benefits
for our products and getting closer to our customers.
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Who we are and what we do

Our key performance indicators

Measuring the delivery of our strategy.

As part of our strategy refresh in 2022, we also reviewed our KPls
to ensure they continued to measure our performance and provide
valuable insight to us and our stakeholders. To fully reflect our five
strategic pillars, we added return on invested capital (ROIC), revenue
and gender diversity as KPls. We now report absolute Scope 1 and
Scope 2 carbon emissions, replacing our previous energy intensity

Financial

Revenue

2022 £2,585.1m
2021 £2,379.5m
2020 £1,6442m
2019 £1,4591m
2018 £1,6189m
Strategy

Definition

Revenue 1s recagrisec at the point when control of our products
1s transferred to customers

Comment

Revenue in 2022 increased by 11 C% to £2.585 1M, principally reflecting
nine months of revenues frem our new adhesive resins business,
offset oy a substantial reduction in revenue from our Performance
Elastomers division when compared 1o the excépuonal performance
of 2021, largely driven oy unorecedented destocking of nitrile gloves

EBITDA %

2022 10.3%
2021 22 4%
2026 15 8%
2019 12 2%
2ms 2%
Strategy

Definition

EBITDA as & percentage of revenue

Comment

While specizlty businesses were largely successfulin passing through
substantizlincreases in raw rratenal and energy costs, Margins were
reduced in base husinesses

Link to strategy

Organic growthin attractive enz rarkets

Rigorous and consistent portfehic managerrent to build focused, leading positicns

Operational ard corrmercial exceliance 10 Now we rur our DUSINEss
Differentiated steenng in hovw we sllocate cadital ang 1alent

Diversity, equity and inclusion. and holistic people deveioprent
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KPI Al performance KPlIs are shown for the Total Group as
operated in the year. We set out cur performance against all of our
Vision 2030 sustainability targets on page 43. We no longer report
volurmes or underlying profit before tax as KPls All performance
KPls are shown for the Total Group as operated in the year.

EBITDA

2022 £265.1m
2027 £522.2m
2020 £259.4m
2019 £177.9m
2018 £181.0m
Strategy

Definition

Operating profit before cepreciation, amortisation and Special ltems

Comment

Group EBITDA of £265 1m reduced by 50 8% compared to the
exceptional performance of 2021 Reduced EBITDA from Perfarmance
Elastoners and weakening demanc in the secend halfin our other
businesses was partizlly mitigated by robust price management

Underlying EPS

2022 20.6p
2021 752p
2020 28%p
2019 253p
2018 307p
Strategy

Definition

Basic Jnder'ving earnings per share before Specizl Ite™s

Comment

The reduction in uncerlying EPS reflects increased interest costs
follawing our acquisition of our new adhesives business, alongside
reduced EBITDA




Financial KPls continued

Free Cash Flow

2022 £69.2m
2021 £72176m
2020 £1676m
2019 £92 8m
2018 £278m
Strategy

Definition

Movement in net debt before financing acuvities, foreign exchange
and the cash impact of Special tems, asset disposals and
business combinations

Comment

Free Cash Flow of £69 2mn 2022 reflects an outflow of £(62 O)m In
H1, driven largely by sigmificant raw matenals price ncreases, and an
improvernent of 137 2m in H2, as the Group took action to focus on
cash as macroeconoic conditions deteriorated

Non-financial

% New and protected products (NPP)

2022 20%
2021 24%
2020 22%
2019 22%
2018 21%
Strategy

Definition

Percentage of sales volume in the year that can be attributed to
patented products and otoducts launched in the past five years,

Comment

The decrease In NPP refiected the ongoing effects of COVID-19, which
slowed the commerciahsation of some new products in early 2022,
and the integration of our new adhesives business

Scope 1& 2 emissions ktes COze"

2022 338
20271 275
20207 379
2019 532
Strategy

Definition

Scope 1 - direct GHG emyssions from the activities of Synthomer
or under Its control

Scope 2 - indirect GG emissions from the generatian of purchased
energy consumed by Synthomer

Comment

The significant reduction in gbsolute emissions versus 2078 has three
major components production volumes, progress in transiion to
renewable electricity and the closure of the Sokolov site's coal-fired
power station In 2022 this was partally offset by the acquired
adhesive resins business, which is higher energy intensity compared
with the rest of the Group

* Exclud ng Adhesive “echinologies

ROIC

2022 7.6%
2021 26.1%
2020 13 2%
2019 13 0%
2018 15.0%
Strategy

Definition

Underlying operating profit after tax divided by average invested
capital at start and end of year (comprising eouity, net debt
post-retirement benefit abligations and lease liabilities)

Comment

2022 ROIC was lower than both the excepticnal 2021 level and
previous years, reflecting the lower operating profit and the capital
deployed for the aghesive resins acquisition.

Recordable case rate

2022 0.34
2021 0.31
2020 0.36
2019 0.20
2018 0.23
Strategy

Definition

Recordable case rate for acaidents involving more than first aid
treatment, expressed as accidents per 100,000 hours workec by
ermployees and all contractars

Comment

Businesses acquired n 2020 ana 20272 increased our recordable case rate
relative to the legacy portfolio which have benefited over many years from
our SHE programme We aim to ensure that newly acquired businesses
are fully aligned to Synthomer standards within a threg-year cycle

Gender diversity in senior management

2022 2021

25.4% 20.0%

®Female ®Male

Strategy

Definition
Preportion of women In the senior management population
(members of the Executive Team and their direct repaorts}

Comment

Since 2019 the number of senior leaders whao are women has risen
from 9% 10 25%. We have committed to achieving 40% gender
drversity across semor management by 2030 as a stepning stone
to true gender balance

Synthomer ple Annual Report 2022
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wWho we are and what we do

Innovation
At the heart of our

strateqgy for specialisation

(19

Innovation is a key enabler
of Synthomer's refreshed
business strategy, driving
specialisation, sustainability
and growth. 99

Marshall Moore
Chief Technology Cfficer and President, Americas

Highlights in 2022

® Completed the commercial
launch of SyNovus™ Plus

® Integrated the global Technology
& tnnovation tearm from our new
adhesive resins business

® Updated our sustainability assessments
1o capture downstream sustainability
benefits for customers

® Several new-product-launch teams honoured
at our Synthomer innovation Awards

24  Synthomer plc Annuai Report 2022

Focused innovation that meets
customers’ needs

End-market focus, sustainability and innovation —
these are the three enablers of Synthomer's
strategy for becoming a speciality chemicals
company, as described on pages 12 and 13. So it
makes sense that our innovation hag sustainability
and end markets constantly in mind - because
everything we do should bring us closer 1o

our customers’ needs, including their need for
more sustainable, more specialised products

Our work an new product design, process
improvements, and new application development
aims to deliver more sustainable innovations and
offer value-added performance to our customers,
while driving Synthomer’s growth. We apply the
principles of the three pillars of our Technology
Platforms approach - sustainability, enhanced
performance, and formulation and process efficiency -
while identifying innovation oppertunities through
market research anad collaborations with customers.
We measure our progress towards two important
targets. Qur first goal is that 60% of new products
should have a defined sustainability benefit by 2030.
At the same time, we are aiming to ensure that new
and protected preducts make up at least 20% of cur
sales volume - the NPP metric™ - over the long term.

* Perzerizge of 52 es vo ume athe yearthat can be attr buted (o patented
progucts or produtts auntked o the past fue years




The three pillars of our Technology Platforms innovation approach

Sustainability

Supporting Synthomer's Vision
2030 roadmap through
technologies and products that:

® Are based on more
sustainable raw materials,
including bio-based materials

® Have lower environmental
impacts when in use

® Have lower environmentat
impacts at the end of their lives.

Sustainably innovating
specialist solutions

This year we achieved 50% of new
products with a sustainability benefit.

We conduct sustainability benefit
assessments on all our product
innovation projects, and we've introduced
new people and tools 1o conduct lifecycle
assessments on candidate products
during the innovation process. We've also
developed our assessments this year 10
include the downstream benefits realised
by our customers or end users — adding
value for our customers and helping them
meet their own sustainability targets.

We are focused on three main ways

to improve the sustainability of our
products. reducing or eliminating
ingredients of cancern, enabling circularity,
and carbon emission reduction in our
operaticns and/or in use. We describe this
waork in more detail in the Sustainahility
section of this report, on pages 46 to 49

- where we also discuss the important
progress we are making on inCreasing

our use of bio-based raw materjals,

which have the potential to enable further

Enhanced
performance

Expanding and diversifying
Synthomer’s portfolio by
investigating new product
technologies that perform better at:

® Binding, bonding and coating

® Improving adhesion, repellency,
or aesthetics

® |Improve productivity and
durability.

sustainability benefits for our customers
in the future, particularly when it comes
to carbon-footprint reduction.

Robust pipeline of innovations
despite disruptions

In 2021 the ongeing effects of COVID-19
slowed the commercialisation of some
of cur new products, an impact that was
still being felt in early 2022 This year we
also integrated our new adhesive resing
business, which under previous ownership
historically focused innovation efforts
on process efficiency rather than new
products. The short-term effectis g
maodest decrease of our Group NPP 1o
20%, just at our group target. However,
recent investments in the adhesives
business in differentiated product
innovation, such as the introducticon

of Aerafin amorphous polyolefing, have
laid the foundations for an increase

in sales from new products. Other
adhesives projects focus on improved
product quality, circular approaches and
the use of sustainable raw materials. So
in the future, the businesses that now

Formulation and
process efficiency

Developing efficient
technical approaches
and methodologies that:

® Make us more efficient

® Get our products to market
quicker

Enhance our product knowledge

Give us a better return on
investment

form our Adhesive Sclutions division
will not only support our NPP metric,
but will also align well with our overall
sustainability cbjectives.

At the same time, product development
across the Group recovered momentum
in the second half of 2022, as customers
returned to assessing and qualifying new
products. One of the significant new
products to benefit from this recovery

is SyNovus™ Plus, our new product for
medical glove-makers that provides

the same high-performance barrier
protection as conventional nitrile latex
while being recyclable and reducing GHG
emissions. SyNovus™ Plus experienced
delays in customer qualification in early
2022 as a result of COVID-19 restrictions
in Malaysia, but following successful
commercial trials later in the year, it is
now positioned for full commercial
adoption in 2023, It will be an important
proeduct for us, and demonstrates many
elements of cur new strategy — an
innovation with sustainability benefits,
targeting the attractive health and
protection end market.
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Who we are and what we do

Innovation continued

Aerafin 230 an innovative
adhesive for the automotive
industry

We set out to innovate new products which offer
customers in attractive markets high performance
alongside sustainability benefits, including the
elimination of undesirable chemicals. This year,
our adhesijves teams launched Aerafin 230, which
customers use to fermulate hot melt laminating
adhesives that are used by the automotive industry
when building car and vehicle interiors.

Technically known as a high-heat amorphous
polyolefin (APQ), and part of our wider Aerafin range,
Aerafin 230 helps auto-makers replace adhesives
based on polyurethane reactive technology. This
provides a nan-hazardous alternative to the use of
isocyanate crosslinkers, a raw material which many
customers are seeking to replace. There will be
benefits at the end of the vehicle’s lifecycle, too,

as the use of Aerafin 230 will make disassembly

for recycling easier.

Close to our customers — all over the world Our centres Our market-specific
We have a network of 20 innovation sites around the of excellence technology centres
world. These include our four centres of innovation Akron, USA USA. Auburn, Chester,
excelience, in the UK, Germany, Malaysia and the USA, Harlow, UK Jeannette, Jefferson,
which provide product and process innovation across Marl, Germany Longview, Monroe,

all our divisions. The other 16 sites are technical centres AIC, Malaysia Roebuck, Stafford.

and pilot lines located close to our manufacturing sites
or the markets they serve, where they can respond to
market-specific customer needs. These now include lines
at Jefferson and Longview in the USA, and Middelburg in
the Netherlands, which all joined cur network following
the integration of the adhesive resins business.

Rayong, Thailand

St Albano, Italy

Shanghai, China

Sintra, Portugal

Villejust, France

Accrington, UK

Middelburg, the Netherlands

Priorities for 2023

Caontinue improvement in SHE at our technical centres

Continue our work towards 60% of new products with sustainability benefits

NPP score above 20% following the integration of new assets

Seek to commercialty launch new products with bio-based or circular raw materials

Develop a process technology strategy to help deliver decarbonisation of our
manufacturing piants

® Attract, develop and retain innovative, collaborative scientists and engineers
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Our acrylic and vinylic
copolymer dispersions
are low-VOC, low-odour
and APEO-free, supplying
customers and end users
in the architectural and
industrial coatings markets
with binders that meet
increasingly demanding
environmental standards.

Review of
the year
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Review of the year

Financial review:
Chief Financial Officer’s introduction

operating environment well positioned for future

86 A strong balance sheet

is essential to delivering
our refreshed strategy. 99

Lily Liu
Chief Financial Officer

Strengthening the batance sheet
as a platform for delivering our strategy

The challenges Synthomer has had to address in 2022
have already been described elsewhere. What has been
clear to me in my first few months at the Company is
that despite those headwinds, Synthomer has a strong
underlying business, and has the strategy, structure
and people in place to emerge from the current

suceess. Iis alsa clear that in order to do that, we need
a strong balance sheet ~ which continues to be my top
prionity as CFO. So before discussing the details of our
performance this year i will start by cutlining some of
the actions we have taken to improve our balance sheet
and create the platform for the delivery of our strategy.

Portfolio management to focus on core,
speciality businesses

Our refreshed strategy is focused on attractive
end markets where our expertise in sustainable
innovation will give us competitive advantage;
It has resulted in our reorganisation into three
market-focused divisions and helped us to
identify the core and non-corg, speciality and
base chemical elements of our portfolio

While our portfolio management remains strategic rather
than driven by cash considerations, making the right
divestments naturally improves our balance sheet. In
December 2022, we agreed the sale of our non-core
Laminates, Films and Coated Fabrics businesses for
net cash proceeds of $267 million. The sale, which
cormpleted in February 2023, increases the speciality
weighting of our overall pertfolio in line with cur strategy,
and the proceeds have been used to strengthen our

Continuing revenue

£2,3839m

2021: £2,144.2m

Continuing EBITDA

£2492m

2027: £498.0m

Underlying EPS (Total Group)

20.6p

2021:752p

free Cash Flow:

£69.2m

2021 £217.6m



financial position. We have identified other non-core
businesses which we are reviewing for potential disposal.
In the future we expect our portfolio management to
include bolt-on acquisitions aligned tc our speciality
focus - but only when the halance sheet allows iL.

Our new divisional structure also enables differentiated
steering in our allocation of financial and operational
resources, including capital allocation. We intend to
allocate ¢ 75% of capital to our Coatings & Construction
Solutions and Adhesive Solutions divisions and ¢.25%
10 Health & Protection and Performance Materials.

Delivering on working capital, headroom
and costs

Given the deteriorating macroeconomic environment
during the second half, we decided to scale back
capital expenditure in 2022 from ¢.£150 miliion to
£97 million, and expect it to be medestly lower again
in 2023 We are also simplifying our organisation and
scrutinising cost acress the business to drive further
efficiencies. We also took the decision to suspend
dividend payments for a time while we focus on
reducing leverage towards cur medium term target
of between 1 and 2x net debt to EBITDA.

Qur strong focus on cash flow in the second half
resulled i the 1 free cash outflow of £62.0 million
reversing to a £137.2 million inflow in H2, including

a new receivables factoring programme. We will take
a tactical approach to working capital, and in particular
there are further benefits to be secured from improving
the working capital position of the recently acquired
adhesive resins business. Overall we are targeting
£150 to £200 million of cash savings relative to our
previous plans by the end of 2023.

Meanwhile, in October 2022 we secured additional
headroom when we reached agreement with our
banking syndicates to widen debt covenants and
significantly improved our financing structure by signing
a five-year, £450 million facility with UK Export Finance.
The UK Export Finance facility, 80% guaranteed by the
government, is designed to promote business success,
innovation and sustainability in the UK.

After the year end, the Group agreed a new

$480 million revolving credit facility which extends the
duration of our financing and includes prudent levels
of covenant headrocom given the current challenging
market conditions.

Solid performance in a challenging year

Although we recrganised into three new divisions in
January 2023, we are reporting 2022 performance
under the former divisional structure, which was in
place up to the end of 2022. The increasing headwinds
we faced particularly as the second half of the year
went on are clearly reflected in these results, which
also suffer by comparison to the exceptional 2021
performance. Nonetheless the solid performance

of many of our operations supports my belief that

Synthomer Is a fundamentally strong business with
considerable value creation opportunities ahead. This is
a tribute to the work of teams throughout the Group to
meet our customers’ needs in very challenging times.

Revenue for the continuing Group increased by 9.7%
in constant currency, with the contribution of the
acquired adhesive resins business and an 8.4% benefit
from robust price/mix offsetting a 17.0% reduction

in volume EBITDA for the continuing Group in 2022
was £249.2 million (2027: £498.0 million). Functional
Solutions EBI DA of £1278 million (2021 £139.2 million}
and Industrial Specialities EBITDA of £31.8 million (20271
£23.4 million, excluding the discontinued Laminates,
Films and Coated Fabrics businesses) both reflected
relatively robust performances in the first half followed
by a progressively more challenging second half as the
macroeconomic cycle turned and reduced end-user
demand. In the fourth quarter, these headwinds also
bcgan to affect demand for Adhesive Technologies’
products (EBITDA since 1 April 2022 acquisition:
£39.5 million). The division also experienced a number
of reliakility and supply chain issues which we are in the
process of addressing, as well as lower-than-expected
capacity acquired As aresult we tock a £133.7 million
ron-cash impairment charge to write-off substantially all
of the adhesive resins acquisition goodwill. Performance
Elastormers EBITDA was £49.1 million — a significant
reduction from its unprecedented perfarmance of
£320.7 million in 2027, which was driven by pandemic-
related medical glove demand. The magnitude cf the
equally unusual destocking cycle that followed is
demonstrated by comparing the division's 2022 outturn
with its pre-pandemic 2019 EBITDA of £96.3 millicn.
Acrylate Monomers EBITDA of £21.7 million (2021:
£35.3 million} continues to normalise from the very
strong levels achieved in 2021 as a result of an
extreme supply/demand imbalance 1n that year

Setting out our medium-term targets

We described our medium-term targets for the business
as part of the strategy refresh in October 2022. In line
with the growth we anticipate In cur markets, we expect
rmid-single-digit growth over the cycle on a constant
currency basis. We aim to bring our EBITDA margin
above 15%, driven by sustainable innovaticn and better
product mix, and supported by streamlining and
simplifying our manufacturing operations and supply
chains. And over time we expect cur business to deliver
return on invested capital (ROIC) in the mid-teens,
underpinned by our working capital and capital allocation
discipline. While strengthening our balance sheet
remains my top priority, we are alsc implementing the
longer-term changes to our strategy and business which
will deliver against these targets and sustainably create
value for our sharehelders and other stakeholders

Lily Liu
Chief Financial Officer

28 March 2023
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Review of the year

Financial review

Discontinued operations

On 28 February 2023, the Group completed the sale of its Laminates, Films and Coated Fabrics businesses to Surteco North
America, Inc. following satisfaction of the conditions to the transaction announced on 13 December 2022. The final net cash
proceeds received at completion amounted to 5262 miiliion after transaction expenses and adjustments for working capital,
debt and debt-like items, with a further $5 miliion receivable in cash on the 13-month anniversary of completion. The net cash
proceeds have been used to reduce the Group's debt. The Larminates, Films and Coated Fabrics businesses are reported

as discontinued cperations in these resulis.

Special Items — continuing operaticns

Full year ended 31 December

Amortisation of acquired intangibles
Impairment charge

Resiruciuring and site ciosure costs
Acquisition costs and related gains
Sale of business
Regulatory fine

Total impact on operating loss

Fair value gain on unhedged interest derivatives

Total impact on loss before taxation

Taxation Special items

Taxation on Special Itemns

Total impact on loss for the year - continuing operations

(44.8) (30.1)
{133.7) -
{19.2) (29.7)
{6.5) (119)
(0.3) (7.4)
215 (57.2)
i . i ) )  (183.0) - (136.;)
B ) 25.1 6.2
] - ) _ (s7.9) (_Téo.n
3.6 8.8
39,3 1.5
e _ ) _ (115;_6) B (10;,_8)

The foliowing itemns of income and expense have been reported as Special ltemns — continuing operations:

Amortisation of acquired intangibles
increased in 2022, reflecting the
amortization on the customer lists,
patents, trademarks and trade secrets
arising on the acguisition of Eastman’s
adhesive resins business. The fair value
of the intangible assets arising on the
acquisition, amounting to £273.2 million,
are being amortised over a period of
8-20 years

A £133.7 million non-cash impairment
charge was 1aken in the year, relating to
the Adhesives Technologies division This

reflected reliability and supply chain issues,

which we are working 1o resolve, and
lower-than-expected capacity acquired,
reducing the forecast earnings from the
adheswve resinsg acquisition used for
impairment testing.
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Restructuring and site closure costs in
2022 comprise a £9.3 million charge

in refation to the ongoing integration of
the acquired adhesive resins business
into the Group, a £3.2 million charge in
relation tc closure of one of the smaller
sites in Malaysia, and a further

£6.7 millicn in relation to further
demolition and site rationalisation costs,
as well as costs in relation to the strategy
refresh and alignment of the business
into its new divisions effective 1n 2023.

Restructuring and site closure costs 1n
2021 comprised £13.2 miflion of
OMNOVA integration costs following s
acquisition in 2020, an £11 & million
charge to demolish and rationalise assets
at a small number of sites to bring them
into Line with our sustainability strategy,
and a further £4 9 million to complete the
rationalisation of the Group’s European
Performance Materials netwark

Acquisition costs and related gains are
for the acquisition of the adhesive resins
business and comprise £11.9 milion of
costs, mainly professional adviser fees,
offset by a £5 4 million gain on a foreign
exchange derivative entered into in Octeber
2027 to hedge the acquisition price.
Acquisition costs in 2021 also related

te the acquisition of adhesive resins.

In 2021 sale of business compriged a
£71 million loss on the onerous contract
for the disposal of Synthomer’s European
Tyre Cord business in 2020.

During 2018, the European Commission
initiated an investigation into styrene
monomer purchasing practices of

a number of companies, including
Synthemer, operating in the European
Economic Area. The Company has

fully cooperated with the Commission
throughout the investigation. In 2021,
based on the information available and



the resulting assessment of the expected
outcome of the investigation, Synthomer
made a provision of £57.2 million. In
2022, the Commission concluded its
investigation, resulting in a fine of

£328 5 million, 1o be paid in N3 2107273,
resulting in a credit to the P&L via

Special Iltems 1n 2022

In July 2018 the Group entered into swap
arrangements to fix euro interest rates on
the full value of the then €440 millicn
committed unsecured revolving credit

facility. The fair value movement of the
unhedged interest rate derivatives relates
to the movement in the mark-to-market
of the swap in excess of the Group's
borrowings in the year.

laxation Special lerris comprised 4
prior pericd adjustment in relation to
a historical tax issue in Malaysia.

Taxation on Special ltems is mainly
deferred tax credits arising on the
amortisation of acquired intangibles
and restructuring costs.

£14.9 million of Special ltems - discontinued
operations (2027: £5.8 million) were also
recognised, including £6 1 million (20271
£6.1 million) of amortisation of acquired
intangibles, £0.3 million in restructuring
and site closure costs, and £8.3 million
related to the costs, primarily professional
fees, incurred in conjunction with the sale
of the Laminates, Films and Coated
Fabrics businesses to Surteco.

Finance costs

Full year ended 31 December 20‘:2"‘2 2D£er‘w
Net interest payable 43.2 269
Net interest expense on defined benefit obligation 1.2 2.0
Interest element of lease payments 1.4 1.5
Underlying flr;;ﬁce;sts;iﬂ N - . B - 45.8 30.4
Fair value gain on unhedged interest derivatives (25.1) (6.2)
Total finance costs | - 07 242

Underlying finance costs increased to
£45.8 million (2027: £30 4 million} and
comprise interest on the Group’s financing
facilities, interest rate swaps, amortisation
of associated debt costs and 1AS 19
pension interest costs in respect of cur
defined benefit pension schemes.

The rise in the net interest payable mainly
reflects the additional debt utilised to
finance the adhesive resins acquisition,
which completed in April 2022, as well as
higher base rates.

The Group's borrowings under the
committed unsecured €460 million
revolving credit facility remained below
the total of the related interest rate
derivative contracts and as a result the
unhedged portion of the interest rate
derivatives resulted in a gain which

was recognised in the income statement
as a Special ltem.

Taxation
The Group’s effective tax rate is affected
by the tax impact of Special Items. It is

therefore helpful to consider the Underlying
and Special ltems tax position separately:

Underlying tax charge was

£28.1 million (2027: £94 5 million),
representing an effective tax rate on
Underlying profit before tax for the
year of 22.5% (2021: 22 5%), reflecting
the geographical mix of profits.

Taxation for Special Items was

£42 7 million (2021, £20.6 miltion), or
an effective tax rate for Special Items
of 24.7% (2021: 15.1%). The increase
was driven by deferred tax credits

on the amortisation of acquired
intangibles and on the impairment of
the goodwill relating to the adhesive
resing acquisition.

Non-controlling interest

The Group centinues te hold 70% of
Revertex (Malaysia) Sdn Bhd and its
subsidiaries. These entities form a
relatively minor part of the Group, so the
impact on underlying performance from
non-centrolling interests is not significant.

Earnings per share

Earnings per share is calculated based
on the average number of shares in issue
during the year. The weighted average
number of shares for 2022 increased

10 467,311,000 (2021: 432,290,000},

Underlying earnings per share is

20.6 pence for the year, down from
75.2 pence in 2021, reflecting the lower
earnings relative io the prior year and
higher number of shares. The statutory
earnings per share is (7.0} pence

{2021 48.3 pence).

Balance sheet

Net assets of the Group decreased by
0.2% 10 £1,031.0 million, mainly reflecting
the £33.0 million loss for the year, dividend
payments of £99 5 million offset by gain
of £99.7 million on translation of

foreign currency.

Provisions

As a result of the requlatory fine provision
unwind and other moverments, provisions
have decreased to £54.0 million

(2021 £103.2 million).
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Review of the year

Financial review continued

The closing balance includes £15.0 million
in relation to the rationalisation of sites
around the Group, most notably in Marl
and Villejust, £6.8 million in relation 1o the
onerous contract arising on the disposal
of the European Tyre Cord business, and
£9.6 million to demolish assets at a small
number of sites.

{n the year, two new provisionsg were
recognised on acquisition of the
adhesive resins business from Eastman.
£8.8 million was recognised in relation to
environmental rermediation work required

Cash performance

The following table sumrmarises the movement in net debt and Is in the format used by management:

at the Jefferson and Middelburg sites,
and a further £8.9 million was recognised
for the demclition and disposal of unused
equipment and vacant tanks at the
Jefferson and Longview sites in order to
bring them in line with our ESG strategy.

During 2022, the European Commission
concluded its investigation into styrene
monomer purchasing practices, and the
final settlement amount of £38.5 million,
to be paid in Q3 2023, was transferred to
other payables.

Full year ended 31 Decernber 20:1:: zoczr;
Underlying operating profit (excluding joint ventures) 16%.5 448.3
Movement in working capital 19.1 (82.8)
Depreciation of property, plant and equipment 86.0 64.2
Amortisation of other intangible assets 79 7.1
Share-based payments charge 0.7 2.1
Capital expenditure {90.8) (82.2)
Busi?less cash flow 7 192.4 356.7
Net interest paid (38.2) (27.6)
Tax paid (65.6) (86.4)
Pension funding (21.3) (27.0)
Dividends received from joint ventures 1.9 1.9
Free Cash Flow . i N - 76;9.2 7 217.6
Cash impact of restructuring and site closure costs (25.9) (17.8)
Cash impact of acquisition costs 1.7 (6.6)
Proceeds on sale of business 0.3 1.7
Purchase of husiness (759.6) -
Share issue proceeds - 203.1
Repayment of principal portion of lease liabilities (10.1) 9.7
Dividends paid (99.5) (73.5)
Dividends paid to non-controlling interests - {0.5)
Foreign exchange and other movements (86.8) 337
Movement in net debt (910/.7) 7;1&0
Closing net debt 1,024.9 114.2
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At 31 December 2022, net debt was
£1,024.8 milhon (2027: £114.2 million),
principally reflecting the additional
borrowings drawn for the £759.6 miflion
acquisition of the adhesive resins
business in April 2022.

Underlying operating profit reduced to
£169.5 million reflecting the trading
performance described above The net
working capital increase of £128.0 million in
the first half of the year was followed in the
second half by a release of £147.1 million
Thig was as a result of active inventory and
account management, lower activity levels,
moderating raw materials pricing and a
factored receivables facility put in place in
December 2022, described below. Over
the full year, £19.1 million was released
from working capital.

In order to manage the significant increase
in working capital reguirements over the
last year and optimise cash generation, the
Group put in place two-year, non-recourse
2022 for a maximum aggregate amount
of €200 million. Factored receivables
assigned under the facilities amounted

to £82 7 million net at 31 December 2022,
Under the facilities, all the risks and
rewards of ownership are transferred

1o the assignees.

Depraciation and amortisation of other
intangibles increased due 1o the Adhesive
Technologies non-current assets acquired.
Capital expenditure was £90.8 million
(2021 £82 2 million), lower than the
¢.£150 million plans cutlined at the start
of the financial year, reflecting the Group's
actions tc optimise cash flow. The Group
continues to invest principally In its
Pathway Programme systems
transformation project, recurring

SHE and sustenance expenditure.

Interest paid increased to £38.2 million
reflecting the adhesive resins acguisition
debt. Tax paid decreased to £65 & miilion
reflecting lower operating profit, higher
payments on account as a result of the
high profitability of the nitrile business in
2021 and settlement of a historical tax
casein H1 2022.

The cash impact of Special Items
including restructuring and site closure
costs and acquisition costs and related
gains was an outflow of £24.2 million.

Dividends paid increased, reflecting the
2021 final dividend paid in the second
half of 2022

Our debt is denominated in euros and
dollars. Both the euro and the dollar
strengthened significantly relative

to sterling during 20272, leading 10

a foreign exchange loss in net debt.

Retirement benefit plans

The Group's principal funded defined
benefit pension schemes are in the UK
and the US and are both closed to new
entrants and future accrual. The Group
also operates an unfunded defined
benefit scheme in Germany and various
other defined contribution overseas
retirement benefit arrangements

The Group's net retirement obligation
decreased by £49.0 million to £73.4 million
at 31 December 2022 (31 December 2021:
£122.4 million) and reflects the market value
of assets and the valuation of liabilities in
accordance with IAS 19, including an asset
of £59 million for the UK scheme. This
reduction largely comprised £21.3 million
of cash contributions and actuarial gains
of £341 million. This actuarial gain arcse
due to the £201.2 million impact of
changes in discount rates which was
offset by £167.7 million reduction in the
expected return on plan assets

Currency

The Group presents its consolidated
financial statements in sterling and
conducts business in many currencies.

As aresult, it is subject to foreign currency
risk due to exchange rate movements,
which affect the Group's translation of the
results and Underlying net assets of its
operations. To manage this risk, the Group
uses foreign currency borrowings, forward
contracts and currency swaps to hedge
non-sterling net assets, which are
predominantly denominated in euros,

US dollars and Malaysian ringgits

In 2022 the Group experienced no overall
currency translation impact effect on
EBITDA, with average FX rates against
our three principal currencies of €1.17,
$1.24 and MYR 5.43 to the pound

Given the global nature of our customer
and supplier base, the impact of
transactional foreign exchange can be
very different from translational foreign
exchange. We are able to partially

mitigate the transaction impact by
matching supply and administrative
cost currencies with sales currencies.
To reduce volatility which might affect the
Group's cash or income statement, the
Group hedges net currency transaction
exposures at the point of confirmed
order, using forward foreign exchange
contracts. The Group's policy is, where
practicable, to hedge all exposures on
monetary assets and liabilities.

Financing and liquidity

As at 31 December 2022, the Group
had net debt of £1,024 9 million
compared to net debt of £114.2 million at
31 December 2021. As at 31 December
2022 committed borrowing facilities
comprised a $260 million term loan,

a $300 million term loan, a €460 million
revolving credit facility, five-year

€520 million 3. 875% senior loan notes
and UK Export Finance (UKEF) facilities
of €288 millign and $230 millicn. The
Group's net debt: EBITDA for the
purposes of the leverage ratio covenant
increased from 0.3x at 31 December
2021 to 3.7x at 31 December 2022 due
primarily to the acquisition ¢f the
adhesive resins business in 2022

After year end, the Group agreed a new
$480 million revolving credit facility
maturing 31 May 2025 and has repaid
and cancelled the 5260 million and

$300 million term loans in part using the
proceeds received from the sale of the

| aminates, Films and Coated Fabrics
businesses. The new revolving credit
facility is sutcject to one leverage ratio
covenant. For prudence in light of current
market conditicns, this has been set at
Bx in June 2023, 5x in December 2023,
4.25x% In June 2024 and 3.5x thereafter,
and the UKEF covenant has been aligned
to these levels. The Group expects net
financing costs of approximately

£65-70 million in 2023 as a result of the
higher net debt and other changes to

the Group's financing arrangements.

Post-balance sheet events
® New $480 million revolving credit facility
agreement signed 20 March 2023,

® Sale of Laminates. Films and Coated
Fabrics to Surteco North America,
Inc. completed 28 February 2023.
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Review of the year

Divisional performance reviews

On 1 January 2023, Synthomer reorganised into three new, market-focused
divisions, described on page 14. The following pages report the performance
of the five divisions that were in place during the reporting year to

31 December 2022.

Functional Solutions

Functional Solutions achieved a robust
commercial performance in 2022,
although demand weakened and
inflationary pressures increased over
the course of the year. Under our new
divisional structure, the majority of
Functional Solutions moved to the new
Coatings & Construction Solutions
division, with the adhesive dispersions
business moving to the new Adhesives
Solutions division.

Safety

Functional Solutions achieved a recordable
case rate of 044 in 2022 This was higher
than target, and we have specific
programmes in place for those sites which
require additional support throughout
2023. Qur zerc harm initiative, which is
designed to strengthen our Safety, Health
and Environment (SHE} culture, was piloted
at seven of our European sites throughout
2022. The process safety event rate was
0.28, in line with 20217. Delivering a strong
SHE performance at all our sites will
continue to be our top priority within our
new divisicnal structure.

Volumes

Functional Solutions achieved overall
volumes of 582 7ktes in 2022, a reduction
of 10% from 2021 While gverall volumes

were strong in the first half of the year,
we saw some softening of demand and
reduced volumes during the second half
of the year as macroeconomic cenditions
started to deteriorate.

The reductions in ceatings volumes were
primarily due to softening demand in
Europe and the USA, COVID-19 lockdowns
in Asia and our strategic reduction in
tolled volumes in the USA, The effects of
COVID-19 in Asia also resulted in a slight
reduction in adhesives volumes, offset by
a strong performance in the USA,

Our Fibre Bonding business {previously
Textiles), where volumes were flat year
on year, experienced good growth in
hygiene and in USA censtruction-facing
applications. The Construction business
was similarly strong in the USA, but
volumes were down gverall because

of lower volumes in Europe

The Energy Solutions business, which
has a large exposure 1o the oil and gas
industry, performed strongly throughout
2022 and delivered significant volume
growth compared to 20271

Revenues and EBITDA

Functional Solutions delivered a resilient
commercial performance in 2022, with
higher revenues, driven by increasing
inflationary pressures and strong margin
management. The division delivered

Constant
2022 2021 Change  currency
Full year ended 31 December £m £m % %
Safety (RCR) 0.44 0.37 189
R:E;VEEG_- - 1,0071.3 7 900.3 1.2 787 5”
Volumes (kt;eé) - 7”;592.7 6559 {9.6)
EBITDA o 1278 139.2 (8.2) (@.4)
EBITDA % of revenve 12.8%  15.5% R
Operating p_roﬁt (underlying performaﬁce) 10-'-|.'| 1114 (9.0 V (10.0)
Oper;tTng profit - statufory 59.8 B 698 -

Jnger ¢ ng Consiant currancy re 2 1u® 300 BIOf 10°73NS 318 SUMENt year 85075 45 NG 1N Bf 57 y8a7 $ 3 /6rage excnanie -a7es
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revenues of £1,001.3 million in 2022, an
11% increase on 2021. The division was
able to pass on significant increases in
raw materials prices in most markets

and regions, despite unit material costs
reaching record levels in some cases. Our
focus on more differentiated preducts and
robust pricing rmanagement contributed to
a solid performance in most of cur major
businesses, particularly in the USA

The Coatings business was maost affected
by the softening of demand during the
second half of the year, with the other
businesses not experiencing as significant
an impact. The Energy Solutions business
performed very strongly throughout the year,
This helped the division deliver an EBITDA of
£127.8 million, an 8% decrease compared to
the very strong performance of 2021

Sustainability highlights

Sustainability is a critical value driver for
Functional Solutions, with 45% of cur new
products introduced in the last year having
at least one defined sustainability benefit.
We have division-wide programmes aimed
at delivering energy efficiencies and,
ultimately, decarbonisation. This includes
delivering decarbonisation plans at site level.

Progress against FY 2022 priorities

® Continued to pivot towards speciality
products, moving away from
low-value-add tolling activities

® 45% of new products launched had
a net positive sustainability impact

® Reduced complexity through the
closure of the Quality Polymer site in
Malaysia, and continued rationalisation
of our product portfolio.

® Stepped up efforts in cormmercial
excellence to become a more
end-market focused organisation

@® Responded to market conditicns by

focusing on margin preservation and
working capital control in the face of
substantial raw material cost
fluctuations and rapidly escalating
energy Costs




Industrial Specialities

Industrial Specialities delivered a strong
performance in the face of inflationary
pressures and weakening demand,
growing EBITDA from the strong 2021
reporting period, and increasing
revenues. Under our divisional
restructure in January 2023, the
majority of Industrial Specialities moved
to our new Health & Protection and
Performance Materials division. This
inciudes our Laminates & Films and
Coated Fabrics businesses, which have
since been divested on 28 February
2023. The Speciality Additives and the
Powder Coatings businesses moved to
our Coatings & Construction Solutions
division, and the Lithene business
moved to Adhesives Solutions.

Safety

Industrial Specialities achieved a
recordable case rate of 0.37 in 2022,
demonstrating continued improvement
in safety across the division One site
graduated from our SHE 'supported site’
status in Q1 2022, meaning that the
division had no remaining sites in the
programme. Our chemicals sites continued
to achieve 1op quartile performance by
industry standards in 2022 Our process
safety event rate was 0.16

Volumes

Industrial Specialities achieved overall
volurmes of 65.9ktes in 2022, 13% helow
2027 volumes, a result of lower demand
in our Speciality Additives and Powder
Coatings businesses.

Revenues and EBITDA

Despite the lower volumes, Industrial
Specialities delivered a strong
commercial performance in 2022, with
higher revenues than the prior year driven
by increasing inflationary pressures and
the highly-specialised nature of our
products, which supported our focus on
pricing and overall margin management.
This was particularly reflected in our
Vinyt Polymers, Lithene and William
Blythe businesses, which all delivered
very strong growth compared to 2021.
Overall, the divisicn achieved continuing
revenues of £233 8 millionin 2022, 19%
up on 2021, and coentinuing EBITDA ot
£31.8 million in 2022, well above the
2021 EBITDA of £23.4 million.

The Laminates, Films and Coated Fabrics
businesses were divested on 28 February
2023. Laminates and Films experienced
deteriorating macroeconomic conditicns
during the second half of 2022, which led
to reduced demand. The Coated Fabrics
husiness, however, performed robustly
throughout 2022 as the economy of
Thailand recovered from the impact of
COVID-19 and margins benefited from
falling resin prices and normalising
freight costs.

Sustainability highlights

We continue to explore opportunities for
business excellence, whether in the areas
of sustainability, logistics or operational
efficiency. For example, at our Sant
Albano site (Italy), we have reduced water
extraction by 30% by reconfiguring our
borehole management process. During
H1 2022, our Polybutadiene Lithene

Constant

Continuing operations, 2022 2021 Change currency
Fufl year ended 31 December £m £m % %
Safety (RCR)? ) 0.31 0.40 (22.5)

Frtervernrue 233.9 197.2 18.6 18.7
Volumes (ktes) o o 65.9 75.7 (12.9)

EBITDA 31.8 23,4-_ 359 368
EBFFDA % of reviernrue 13.6% 11.9%

Operating profit (underly{ﬁg berformance) 25.5 15.8 614 62.0
Operating profit - statutory 227 7.8 191.0 h

1 Underly rg Constant cuniency revenue and prafit retrans ate current year «esuls using the snor year = average exchange rates
7 Indastna Special tes and Agry gte Mono el s are combined for operat oral reascns

business also successfully delivered
a de-bottlenecking project at its
Stallingborough plant (UK), which
increased capacity.

Progress against FY 2022 priorities

® [wlho viobedded SHE praclices in
our surfaces plants, and continued
to drive improved performance
through strengthening SHE
processes and practices in the
chemicals plants, evidenced by
the improved safety performance
of the division during the year.

® Delivered further production capacity
through debaottlenecking projects
and operational efficiency, including
the successful debottlenecking
project at our Stallingborough site.

® Ensured a continuous supply
of raw materials to sites despite
supply chain challenges.

® [Cnhanced our customer services
and logistics processes to ensure
the challenging logistical
environment was efficiently
and effectively handled
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Review of the year

Divisional reviews continued

Adhesive Technologies

We created the Adhesive Technologies
division on 1 April 2022, following the
completion of Synthomer’s acquisition
of Eastman’s adhesive resins business. It
operated as a division until 31 December
2022, when it became the core of the
new Adhesive Solutions division.

The integration proceeded to plan,
with exit from almost all the Eastman
transition service agreements (TSAs)
and supported systems at the end of
November 2022. Synergy delivery was
also on target thanks to decisive early
action and rapid organisational
redesign, and trading in the first two
quarters of ownership was in line with
our expectations. However, in the fourth
quarter volume and EBITDA deteriorated
due to a number of macro- and
company-specific factors, resulting

in a non-cash impairment of the
acquisition goodwill.

Safety

Safety performance overall was in line
with recent years of operation under
Eastman's ownership, with an improved
recordable case rate of 0.32 (2021 0 56)
and a slightly reduced process safety
event rate of 0.59; differences in
calculation methods mean that these
figures are for guidance, rather than a
direct comparison.

Volumes

Adhesive Technologies delivered overall
volumes of 138 5ktes in 2022. This s

a solid performance, but below the
historical run rate of the business,

a result of some asset reliability and
supply chain issues which we are
addressing, the impact of European gas
prices and other feedstock cost dynamics,
and weakening end-market demand in the
last quarter, as well as lower-than-
expected production capacity.

Revenues and EBITDA

Adhesive Technologies delivered
revenues of £361.3 million and EBITDA of
£39.5 million during the period following
acquisition in April 2022, Although
partially offset by delivery of the expected
cost synergies, this performance was
lower than projected, principally in the
fourth quarter of the year. A £133.7 million
non-cash impairment charge to write-off
substantially all of the adhesive resins
acquisition goodwill was taken as a result,

Sustainability highlights

In the year we launched our high heat APQ,
Aerafin 230, which allows carmakers to
formulate hot melt laminating adhesives
for automaotive interior applications,
replacing reactive PUR adhesives.
Aerafin-based adhesives eliminate the
use of isocyanate crosslinkers that have
to be used with the PUR, a substance
that is increasingly regulated.

Alsoin the area of automotive
sustainability, we developed a new
modified silane resin which heips a
tyre-making customer improve wet and
dry grip for tyres while reducing rolling
resistance, improving fuel efficiency.

We also launched a new platform
technology enabling better recyclability and
reducing raw material volume in packaging.

9 months ended 31 December £m
Safety (RCR) 0.32
Revenue 391.3
Volumes (ktes) 138.5
EBITDA - - 739;”
E_BI_T[_)A % of revenue B 10.1%
a-perating prc-n-f-lt_(lll-r;dgrl-;i_n;performance) 22.5
Operating pri)rhitw—ﬁértgtutory {146.8)
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Priorities and progress

The clear priority for the division and
our people during the majority of 2022
was executing the integration. The timely
exit fram TSAs covering dozens of
business processes across all functions
in November 2022 was an important
milestene, as was the integration of
new people into Synthomer and building
relationships with our customers and
suppliers. A critical prionty going ferward
is the stabilisation and optimisation of
end-to-end supply chain processes in the
new Synthomer system environment and
the broadening of feedstock options
which will help to increase production
output in readiness for returning

market demand.




Performance Elastomers

Destocking of medical gioves and
weakening demand in paper and carpet
markets in 2022 meant that volumes and
revenues for Performance Elastomers
were substantially lower than the
exceptional performance of 2021. The
business focused on positioning itself
for the return of long-term demand, with
short-term actions concentrated on cost
and margin improvement. Under our
divisional reorganisation of January 2023,
the majority of Performance Elastomers
moved to the new Heaith & Protection
and Performance Materials division,
with consumer-focused foams moving
to Coatings & Construction Solutions.

Safety

Performance Elastomers achieved a
recordable case rate of 019 in 2022,
ahead of the target of 0.271 and the
division’s rolling three-year case rate of
0.20. The process safety event rate was
0.05in 2022, an excellent achievement.

There were some notable SHE milestones
delivered in 2022, including zero accidents
for the recently-commissioned NBR reactor
In Pasir Gudang (Malaysia) with more than
750,000 hours worked, 100% completion of
all Safety Improvernent Plan actions across
all sites in the division, a 60% reduction in
the number of losses of containment of
flammable substances, and maintaining
an internal safety audit rate of double the
targets. A fire at our Filago, Italy site in
September 2022 was swiftly contained
and caused no injuries; we have studied
the incident and applied the lessons
learned te other similar operations, in
accordance with our SHE framework.

Volumes

Performance Elastormers achieved
overall volumes of 645.3ktes In 2022,
a 24% reduction on 2027,

The exceptional global demand for NBR
gloves during the COVID-19 pandemic
resulted in a record performance for
Performance Elastomers last year. We
reported at the interim stage that
destocking of nitrile gloves meant that
demand had softened substantially,
resulting in lower NBR volumes, revenues
and EBITDA compared to the exceptional
performance of 2021. During the second
half of 2022 this destocking continued,
with production volumes further reduced.
While underlying end-custormer demand
for medical gioves remains similar to
pre-COVID levels and we see favourable
growth trends in the medium term, the
current destocking impact is not expected
to abate before the end of 2023. Chinese
glove manufacturers also raised output
in 2022, putting additional strain on glove
prices and piant utilisation of glove
producers in Malaysia and elsewhere,

Volumes in our Paper, Carpet, Compounds
and Foam business were also down, by
21%, against a strong comparative period.

Revenues and EBITDA

The division delivered revenues of
£659.7 million in 2022, compared to
£951.5 million in 2027. It achieved
EBITDA of £491 miilion in 2022, down
from the exceptional £320.7 miilion
achieved in 2021.

As well as the impact of glove destocking
on NBR demand described above, the
Performance Materials business also saw

Constant

2022 2021 Change  currency’

Fulb year ended 31 December £m £m % K3
Safety (RCR) o 0.19 011 727
Revenue o 6597 9515  (30.7)  (314)
Volumes (ktes) 6453 8442  (236)
EBITDA ) 49.1 320.7 @47)  (84.2)
EBITDA % of revenruer " 7.4% 33.7% ;
OPEfatiHérD}OﬁT {underlying performance) 195 2949 (?35.4) (§2.6)
abérating profit — statutory 17_6 2869 (939)

Hrwdes ying Constant currenay reverue and profi’ reranslare rurent year @sulls Jsing the prior vear's average exchange 1ates

reduced demand from the middle of the
year onwards tollowing downstream
destocking, although cost-saving initiatives
helped to offset the revenue impact.

We believe that underlying demand

for nitrile gloves will continue to grow
with broader applications in catering,
entertainment, security and health-related
industries. The business is well-positioned
to capture this long-term opportunity.

Sustainability highlights

A high propartion of our new products have
sustainability benefits, and we are seeing
good progress from our world-leading nitrile
glove R&D centre in Malaysia_ Industrial
trials of our new SyNovus™ Plus product
have continued, involving production runs
on selected custormer lines to demonstrate
the product’s potential energy and carbon
savings for customers. Trial results
demonstrate that with SyNovus™ Plus,
glove-making custcmers can potentially
reduce their operating temperature by 20°C,
which is equivalent 1o 2kg of CO2 emission
per 1,000 pieces. The new product line also
enables an accelerator-free and sulfur-free
formulation, reducing skin sensitivity for
users of the gloves and eliminating sulfur
dioxide emissions when medical gloves
are required to be incinerated.

Progress against FY 2022 priorities

® The Pasir Gudang 60kltes plant was
commissioned on time in Q1 2022,

® Trials of SyNovus™ Plus have
continued with multiple potential
customers.

® Given the slowdown in the nitrile
market, we have delayed Investment
in further capacity while continuing
to develop expansion plans (including
investment grant and tax support
from national and local governments)
to bring on additional capacity when
appropriate, as well as process and
product innovation initiatives.
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Review of the year

Divisional reviews continued

Acrylate Monomers

Our Acrylate Monomers division
achieved record revenues and strong
volumes in the face of significant
headwinds including unprecedented
energy cost inflation and a weak
economic environment in the second
half of 2022, While profitability
decreased compared to the exceptional
performance of 2021, it compares
favourably to prior years. Under our
divisional restructure, Acrylate
Monomers moved to our new Health &
Protection and Performance Materials
division in January 2023. Acrylate
Monomers continues to operate from a
single site at Sokolov, Czech Republic.

Safety

Acrylate Monomers achieved a
recordable case rate of 0.31 in 2022
compared to 0.40 in 2027, thanks to
continued progress on our Injury rate
reduction plan,

Disappecintingly, there were three process
safety events recorded in 2022, This is

a setback after the previous four years,
which had seen steadily improving
process safety, with nc process safety
events in 2027 We remain committed

to our process safety improvement plan.

Volumes

Overall volurmes were 50.8ktes in 2022,
a slight reduction in volumes compared to
2021 due to a change in product mix and

planned maintenance outages cn our lines.

Revenues and EBITDA

Acrylate Monomers delivered a robust
performance on revenues, slightly ahead
of the previous record in 2021, It achieved
revenues of £97.7 million in 2022, a

2 6% increase on 2021, reflecting our
consistent focus on product portfolio
EBITDA of £21.7 million in 2022 compares
to our 2027 EBITDA of £35 3 million,
reflecting the precess of normalisation of
unit margins in 2022 from the exceptional
levels in 2021, which were driven by a
number of supply constraints affecting
the market Significant inflationary
pressures related to the war in Ukraine,
particularly energy prices, were also a
factor in 2022, while additional supply
from regions outside EFurope reduced our
ability to maintain the strong unit margins
of the prior year.

Sustainability highlights

A key element of our transformation
programme at Sckolov was the closure
of the site's coal-fired power station in
April 2022 This marked the end of direct
coal use in Synthomer, reinfercing our
strong commitment to reducing our
carbon footprint. Sharply-escalating gas
prices triggered by Russia's invasion of
Ukraine meant we needed to make a
short-term switch to importing steam
from a local coal-powered station at
times in 2022, but our long-term
commitment remains 10 a permanent
move away from coal.

Cur investment at the site will also reduce
aur site water requirements and CQO2
emissions by approximately a quarter.

Constant

2022 2021 Change  currency’
Full year ended 31 December £m £m % %
Safety (RCR)? 0.3 040 (225)
R-evenue B _9;7__ ) 95.2 2.6 2.5
Volumes (ktes) 50.8 559 (91)
EBITDA B 217 353 (385  (397)
EBITDA % of re\'l;n'h'e' N 22.2% 371%
Operating profit (underlying performance)r i 20.6 345 ) (40.3) (40.9)
Operating profit — statutory o 20.6 29.3 (29.7)
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Progress against FY 2022 priorities

#® Continued to strengthen SHE
practices and processes to drive
improved performance at the plant.

® Continued to review potential options
for new products, including
successful testing of more
sustainable products produced at
lab-scale with several customers.

® We are also exploring collaboration
with potential partners on developing
new bic-based products which
would support our customers in
achieving their net zero aspirations
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Qur specialist polymers are used to bond and
bind industrial and consumer adhesives for a
wide range of applications, including packaging
and speciality tapes, paper and filmic labels,
contact adhesives and can sealings.

Synthomer
and sustainability
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Synthomer and sustainability

Introduction

Encouraging progress
in the face of a volatile
business environment

66

It has been a challenging, yet rewarding year for our
sustainability agenda. The business environment
has undoubtedly created performance challenges in
some areas — but the way we address, monitor and
report on key sustainability priorities is maturing
rapidly, with real momentum in areas such as our
diversity and inclusion programme, ocur commitment
to sustainable innovation, and making strides on
the path to net zeroc. We've aiso updated our Vision
2030 roadmap to be more precise and aspirational,
yet practical, in our targets. (See page 43 for more
detailed information on those changes )

This momenturn is best seen in our work to develop
sclience-based greenhouse gas emissions targets —
a commitment we made when we first launched
Vision 2030. As well as increasing our targets in
Scopes 1, 2 and 3, we are now reporting on absolute
emissions rather than intensity. Our emissions
targets are now awaiting approval and validation

by the Science Based Targets initative,
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The way we manage key
sustainability priorities is
maturing rapidly, with real
momentum in areas such as
diversity and inclusion, our
commitment to sustainable
innovation, and making strides
on the path to net zero. 99

Marshall Moore
Chief Technology Officer and President, Americas

We also set an internal carbon price of £85 per tonne
of carbon dicxide equivalent. We now use that price
10 assess all major capital investment projects

of more than £1 million. This will help guide our
engineering teams and business leaders towards
lower-carbon engineering solutions.

These are impertant milestanes, but they also
create new hurdles for us to overcome. For example,
we will need to make significant advances in our
manufacturing technology and work more closely
with suppliers, customers and experts to get a
clearer understanding of the indirect emissions data
in our supply chain (our Scope 3 emissions, which
we discuss on page 48} so that we can work tc
reduce them But sustainability and innovation remain
central enablers of Synthomer's refreshed business
strategy, so we are fully committed to finding solutions.

That commitment can also be seen in our ongoing
work to disclose our climate-related risks and
opportunities. This year, we expanded cur scenario
analysis 1o cover a broader range of geographies,
products and physical risks in our Task Force on
Climate-related Financial Disclosures (TCFD) report.



Growing momentum in diversity and inclusion

We have continued to make excellent progress in
creating a more diverse and inclusive Synthomer.
This year, the percentage of women n senior
management roles rose 1o 25.4% — up from

20% in 2027, and from 9% just three yoars ago.

Meanwhile, we cfficially welcomed Lily Liu as our
new Chief Financial Officer in Juty 2022, which
means women continue to make up 33% of cur
Board We are seeing change at the other end of
the career spectrum, 100, where 56% of our new
graduates over the past four years are women.

We want to keep that momentum going, which is
why we've set a new, more focused gender diversity
target of 40% senfor management by 2030, This will
help us embed greater diversity at the highest levels
of the Company. It is alsa why diversity, equity,
inclusion and holistic employee development form
one of the pillars of our rafreshed strategy. Delivering
that strategy requires a new kind of culture, driven by
innovation, collaboration and shared responsibility.

Our employees are key to helping us deliver our
diversity and inclusion ambitions and I'm delighted
to see our network of employee resource groups
growing. This year, we established THRIVE, our
LGBTQ+ employee resource group, and EMPOWER,
a group that celebrates cultural diversity. They join
cur women's network, ENGENDER,

It is also our employees who make our community
programime so successfyl, and this year has seen a
welcome return to local activities after two years of
COVID-19 restrictions. At g Group level, our Synthomer
Cares week returned for 1ts second year, with more
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of new products launched

with sustainability
N\ benefits. /

than 500 employees across 16 countries clocking
up 29,000 kilometres in a global charity run.

Through our Synthomer Foundation in the USA
and site-level community activities around the
world, we contributed £1 .25 million to causes that
support underserved communitics, cducation and
public health, including a £100,000 donation to the
Red Cross/Red Crescent Ukraine Crisis Appeal.

Sustainable products, driven by innovation

As Synthomer's Chief Technology Officer,  am
especially pleased with our progress against our
sustainable products target this year, reflecting our
strategic commitment to sustainable innovation.
This year, 50% of the products we launched have
defined sustainability benefits — up from 43% in
2021. This is in spite of challenges we've faced
running production trials for new preducts at our
own and our customers’ plants, caused by COVID-19
and supply chain disruption, which meant some
customers were unable to test and validate our
new products until later in the year. These delays
affected our new SyNovus™ Plus nitrile glove line,
although that validation work picked up speed in the
second half of the year and we are now on track for
full commercial adoption in 2023,

Our innovation team also made great strides in the
investigation of new bic-based product chemistry
platforms — and we are increasingly confident about
their future commercial cpportunities. We also see
opportunities to learn from our new adhesives
colleagues to drive sustainable innovation that
could support a more circular economy.

Synthomer plc Annual Report 2022
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Synthomer and sustainability

Introduction continued

Progress challenged by strong headwinds

Rising costs, fluctuating demand and changes

in our product mix have affected performance

in certain areas this year. For example, talent
shortages at some sites affected production
availability at cur plants, while our new acquisitions
have had an impact on our health and safety metrics
We are working with our newest sites to ensure that
the management systems and safety culture they
have in place meet Synthcmer's standards.

Our absolute emissions have gone down, mainly as a
result of lower production, and we have made good
progress on reducing our Scope 1 emissions intensity,
reflecting the fact that we moved away from coal to
gas-fired power at our plant in Sckolov, Czech Republic.
On waste, a significant number of one-time disposals
affected our performance and as such we did not

achieve our objective t¢ reduce waste to landfill by 12%.

Sorne of our results have been affected by our
work to develop more mature data collection and
reporting mechanisms. For example, we have refined
the way we measure water consumption. This

has resulted in an increase in our reported water
withdrawal per tonne that is around 15% higher than
2019 (excluding our newest adhesive resins sites)
Given that we have developed more accurate water
balance models, pius the large variation versus
2019, we decided to remove our short-term
objective of maintaining water intensity at 2019
levels. Instead, we will focus on using our improved
data to take more meaningful acticn in line with
the framework provided by our new water policy.
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Continuing to build a long-term renewable
electricity plan

Our procurement teams have probably faced some of
our strongest external headwinds this year — but they
have done an outstanding job at continuing to source
renewable electricity supplies in the face of a growing
energy crisis and our changing business footprint.

Once again they helped us achieve our 2030

target to buy 80% of our electricity from renewable
sources — this far exceeds our short-term 2022
objective of 50%. We also continued to make good
progress in our plans to introduce more power
purchase agreements (PPAs). This will help us secure
renewable energy at more predictable prices over the
longer term. For example, we completed a project to
set out our PPA strategy for the coming years and
started a Europe-wide PPA project.

Building on our successes to realise our
Vision 2030 ambitions

There 1s no doubt that we still have plenty of work
to do. As we continue to integrate our new sites
and teams we will continue 1o ensure that safety,
health and environment rermain our first pricrity. And
we will need to find new technclogies and materials
to help us lower our operational footprint

Nevertheless, the work we've done since launching
Vision 2030 two years ago is gaining real momentum,
and the updates we've made this year reflect our
increasing confidence in our sustainability agenda.
It demonstrates that we have the products, people
and desire to keep driving sustainability into
everything we do. | look forward to working with

my colleagues to make those ambitions a reality.

The UN's Sustainable Development Goals (SDGs)
most refevant to our Vision 2030 roadmap

Our targets are underpinned by a serjes of
short-term objectives and are aligned with
the UN's SDGs that are most material

to our business




Vision 2030 roadmap - a snapshot
of our progress in 2022

Our vision 2030 roadmap includes targets
for the areas where we can have the most
matenal impact in this cntical decade for the
world When we first ilaunched the roadmap
1IN 2020 we knew that some ot those targets
were dehberately stretching, while others were
focused onwmmediate practical progress.

with mare confidence and a growing track
record, we have taken steps o update some
of cur targets to become mere precise and
aspirational, while remaining practical This
year we have

® Madeour Scope 1, 2 and 3 emissions
targets more challenging and will now
report on absolute emissions instead of
intensity, meaning they are aligned with
the Science-Based Targets initiative (SBTI).

Revised our gender diversity target to
build on our success over the past two
years. We are now aiming for 40% senior
management gender diversity by 2030

® Refined our employee engagement target
with the aim of achieving upper gquarule
engagement scores against external
benchmarks.

Having expanded our adhesive business
through our acquisition from Eastman, we
have reset our 2019 baseline for our Scope 1,

2 and 3 Vision 2030 targets and used
that Group-wide baseline to set our new
science-based targets

To help us make progress towards Vision 2030,
we also defined a series of short-term 2022
objectives, which we have now renewed for
2025 we report on these in the relevant
section, We have also set our new short-term
objectives against a new 20272 baseline for
energy, water and waste

Unless otherwise noted, we report this year’s
progress against our Vision 2030 targets as a
Group, including our adhesgive resins acquisition
Later in this section we repart our progress against
our short-term objectives as legacy Synthamer
{excluding our adhesive resins acquisition).

Products

Sustainable products

At least 60% of new products with enhanced

sustainability benefits

For mare information on our Vision 2030 progress in 2022, see our Products section on pages 46 19_5_@

2022: 50%

2030 target 60%

Sustainable procurement

80% procurement spend with a sustainability rating

2022: 37°%

2030 target 80%

*Excluding adhesive res ns business acguired .a April 2022

Operations

Health and safety

Recordable injury case rate (RCR)

For more information on our Vision 2030 progress in 2022, see our Operations section on pages 5310 62

Environment

tper 100,000 hours for employees and contractors)

2022: 0.34

0.50

2030 target 0.20

Process safety event rate (PSER)
(per 100,000 hours for employees and contractors)

2022: 0.22

Reduce Scope 1 and 2 absolute emissions by 47%

2022: 36%

2030 target 47%

Reduce Scope 3 absolute emissions by 28%

2022: 18%

2030 target 28%

Electricity from renewable sources plus improving

0.50 2030 target 0.10 energy efficiency in all our operations
2022: 80%
2030 target 80%
Manage and minimise water consumption at all locations.
Introduce water management plans in water-stressed areas
and highest consumptiaon sites
PEOpIe For more infermation on our Vision 2030 progress in 2022, see our People section on pages 6310 72

Our employees

40% senior management gender diversity
(the percentage of women in senior management roles)

QOur communities

Provide volunteer suppeort and financial contributions in
excess of £1 million a year to advance education, public

health, diversity and environmental stewardship

2022: 25.4%

2030 target 40%

Achieve upper quartile engagement scores against

external benchmarks

2022: £1.25m

2030 target E1m+
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Synthomer and sustainability

Our approach to sustainability

Our approach to sustainability is informed by the issues that matter
most to our stakeholders and our participation in industry associations.
Independent assurance helps us benchmark our sustainability practices
and performance, and highlight opportunities to improve.

Our materiality assessment

We carried out our most recent
materiality assessment in 2021 and
continue to use it to help us prioritise
the topics that matter most to our

stakeholders.

This year, we have particularly focused @
on the following areas:

® Health and safety, which remains
our highest pricrity, particularly as ®
we continue our work to integrate
newly acquired sites

VERY IMPORIAN!

® FEthics and compliance, to ensure
that our expectations and standards
are clear and consistently embedded
across the enlarged Group and

extended preduct portfolio

Energy management, which has
increased in importance as a result
of the global energy crisis.

Reducing Scope 3 emissions
remains an important topic and
our procurement and innovation

tearmns are working together to

identify and evaluate lower-carbon

and alternative raw materials.

® Cur newly acquired adhesive
resins business offers us greater
opportunities to contribute to the
circular economy. As a result, this
topic has grown in importance
this year.

We will carry out our next materiality
assessment in 2023 to refresh our
understanding of the issues that are
uppermost in stakeholders’ minds.

00

Importance to stakeholders

IMPORTANT

Products
1 Sustamabie procurement page 50
2 Technology and innovation page 24
3 Manufacturing excellence page 53
4  Product safety page 49
5 Customer satisfaction

and engagement page 49
6 Circular eéoﬁgrﬁy T page 48
Operations

7 Occupational health and safety
8 Process safety
9 Energy management and reduction pages 5% and 60

pages 54 and 55
pages 55 and 56

10 water stewardship page 61

11 Greenhouse gas ermissions reduction pages 58 to 60
page 62

12 waste generation and minimisation

People
13 Ethics ard integnty
14 Communication and traing

pages 69 and 70
pages 66 and 69

15 Employee condtions page 68
16 Diversity ard inclus-on cage 66
17 Talent development page 69

18 Community engagemert pages 71and 72

Strategy and governance

19 Susta rable growth pages 3410 38
pages 741083

pages 51 ard 69

20 Risk management
2

22 Responsible anc imvg ved
Tanagement

-

Digitahisation

frcm page 92 tc 145

23 Stakeholder nvalvemert

and engagemert sage 50

ADCRETAN T

Importance 160 Company
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Understanding our climate-related
risks and opportunities

In 2022, we continued to deepen our
understanding of our climate-related
risks and opportunities in line with the
Task Force on Climate-related Financial
Disclosures (TCFD) through cur ongeing
scenario analysis work This now covers
our three key chemistries, three main
regions, more than 50% of our products
by volume and all the potential physical
risks to which we may be exposed. See
our TCFD report on pages 84 to 80

Having embedded climate-related jssues
into our principal risks in 2021, we are
continuing to develep our approach to
ensure our risk management framewaork
addresses the relevant TCFD
requirements. See our Risk report on
pages 73 10 83 for more information

External benchmarking
and accreditation

We obtain independent assurance of our
sustainability practices and performance
and benchmark curselves against our
peers so we can better understand

our progress and opportunities for
improvement. We do this through
voluntary participation in several
external programmes (such as CDP

and Ecovadis) and by reviewing cur
ratings on several recognised indices
such as 1SS ESG and MSCI. This year
MSC! upgraded us from an ‘A’ tc a 'AA’
rating, putting us in the top gquartile of
sustainability performance for the
Specialty Chemicals sector. In 20217, we
received an LSE Green Economy mark,
which is awarded tc companies that
earn more than 50% of their revenue
from products that contribute to
environmental objectives.

https.//www.synthomer.com/
sustainability/ratings-and-resources/

Membership of industry
associations

We work closely with the main sector
groups in our industry, including the
Chemical Industries Association (CIA} in
the UK, CEFIC and the European Polymer
Dispersion and Latex Association
(EPDLA) in the EU, the American
Chemistry Council {ACC) in the USA, and
the Malaysian Rubber Glove Manufacturers
Association (MARGMA) and Malaysian
Rubber Products Manufacturers
Association (MRPMA) in Malaysia. n
many cases, this work includes taking

a seat on the sustainability committees
and actively participating in sustainability
workshops. We have also joined the peer
network Together for Sustainability.

Cur approach to reporting
and assurance

This Annual Report, together with
associated downloads, meets the
requitements of the Global Reporting
Initiative (GRI). We have prepared them
to comply with GRI's ‘core’ option, and
the topics we cover are those we and our
stakeholders have identified as the most
material. The detaiis of specific GRI
disclosdres can be found in the annex
on pages 216 to 278.
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Synthomer and sustainability

Products

Our success relies on ensuring that our products meet the
expectations of our customers and deliver differentiated value
to the markets they serve. Increasingly, that means designing
them to provide more sustainable solutions. We are also
committed to sourcing the raw materials we need to make
those products from more sustainable sources and in ways
that respect human rights.

This section is divided into two related
parts, since procurement and innovation
play complementary roles to ensure the
sustainability of cur products.

Innovating sustainable products — page 47
Sustainable procurement - page 50
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Innovating sustainable products

For decades, Synthomer has been a leading supplier of
water-based polymers that avoid the use of solvents and
keep harmful volatile organic compounds (VOCs) out of the
atmosphere. Now, with our new adhesive resins sites, we are
integrating our solvent-free adhesive solutions business and
positioning ourselves for growth.

Our highly creative innovation team is committed to adapting

our existing product portfolio and designing new products with
performance and sustainability benefits. It is why innovation
and sustainability are at the heart of our refreshed strategy.

Our Vision 2030 target:
sustainable products

At least 60% of new products with enhanced
sustainability benefits

Target 60%
2022 50%
20271 43%

Cur target demonstrates our aim to create an increasingly
sustainable portfolic of chemical products for our customers. It atso
reflects the fact that designing. developing and commercialising
new products takes time Some of the products we sell today spent
several years in research and development before they were ready
far commercial launch

Our short-term objective”

2022 Technplogy platform to develop products
that contain a minimum of 20% raw materials
that come from low-carbon sources.

We have now renewed our objectives for 2025 as follows:

e Atleast 55% of new products with sustainability
benefits by 2025.

More detailed iIformation on our progress against our target

and objectives can be found throughout this section

* Excludes adhesive rés.ns business scguied m Apnl 2022

Qur performance in 2022

This has been a good year for our innovation
programme, with 50% of the products we
introduced featuring one or more sustainability
benefit. And we can see a strong set of product
developments with defined sustainability benefits
coming through cur innovation pipeline.

We also achieved our short-term 2022 objective

to advance by advancing the development of new
product platforms with at least 20% bio-content.
We will now move the technically feasible new
proprietary polymer compositions that are based
on renewable feedstocks into the next stage of
screening, in an array of potential applications

in our core markets.

This year's progress is particularly notable given
the lingering impact of COVID-19 and supply chain

disruptions on our ability to commercialise new products
in 2021. While those challenges continued to affect us

at the start of 2022, we saw increasing momentum in
the second half of the year as more custorners were
able to test and validate our new products.

This was our first full year using our new product

sustainability scorecard to help us prioritise inncvation

projects against specific criteria. The Chemical
Industries Association shared cur scorecard with its

members as an example cf good practice in assessing

and tracking sustainability in operational issues.

We continued to embec sustainability into everything
we do, via our sustainability delivery board. This
group of representatives from across our divisions
and functions work together in crogs-functianal
workstreams to deliver our sustainability agenda and
propose new targets, goals and recommendations
to the Sustainability Steering Committee.
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Synthomer and sustainability

Products continued

Using our innovation skills to
address Scope 3 emissions

Tackling our Scope 3 emissions is ocne
of our biggest sustainability challenges.
There are several ways in which we can
do that, such as actively working with
supphers who have lower emissions

or are located closer to our plants,
identifying raw materials that include
recycled content, introducing new
bia-based raw materials and designing
new product chemistries. it is likely that
the first two of these options will help us
make an impact on Scope 3 emissions
in the short term, while we continue our
work to identify new raw materials and
design new chemistries

At the same time, we want to establish

a platform from which we can accelerate
the rate we switch to non-fossil fuel-
based and more sustainable feedstocks.

SyNovus™ Plus

To help us do that, we are in the final
stages of certifying ourselves at a

Group level under the International
Sustainability and Carbon Certification
for Biomass and Bioenergy's ISCC PLUS
programme. This certification means we
can use lower-carbon raw materials, such
as bio-based or circular materials, and
report using a ‘mass balance’ approach,
reducing the need for capital investment.

Meanwtile, innovation teams within our
businesses made significant progress
developing and introducing new products
offering sustainability benefits. As well as
waorking with our central research team on
bio-based polymers, we have introduced
new products that eliminate ingredients of
concern, provide an alternative to more
hazardous materials, and improve circularity.

Far example, our Adhesive Technologies
division introduced Aerafin 230, a new

SyNovus™ Plus provides the same high-performance
barrier protection as conventional nitrile latex

but with several new sustainability benefits. This
means the product scores highly on our product

sustainability scorecard.

We have eliminated the use of rubber accelerators,
which can leave residues that cause allergic
reactions. This means that gloves made with
SyNovus™ Plus can be used by more professionals
and consumers in our customers’ markets.

And because SyNovus™ Plus requires less heat
to cure, customers benefit from energy savings
of more than 10%, making it a significantly more
sustainable material than conventicnal latex.
This was demonstrated through an independent
lifecycle assessment conducted according to ISO
14040, 14044 and 14071.

Gloves made with SyNovus™ Plus can also be
recycled into new rubber products. As well as
saving thousands of tonnes of waste to landfill
and low-efficiency incineration, it will help establish
a truly circular economy for nitrile gloves.
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high-heat amorphous polyoiefin for
use in hot melt laminating adhesives
within automotive interior applications
(as described on page 26).

Our Functicnal Solutions division

has made great progress replacing
alkyphenol ethoxylate surfactants in
our products for fibre bonding. These
substances are restricted under
European REACH regulation, although
still allowed in other parts of the world.
However, we are now proactively
replacing them outside Europe.

As we continue 1o Integrate our new
adhesive resins sites, we will look for
ways to share knowledge to support our
refreshed strategy. For example, we
are now evaluating options to use raw
materials derived from waste plastic to
suppert a more circular economy and
reduce overall carbon emissions




8é Ve continued to make progress
INn our innovation programme this
year, with 50% of the products we
introduced featuring one or more
sustainability benefits. 99

Marshall Moore

Chief Technology Officer and President, Americas

We also took important steps to develop
our in-house lifecycle assessment (LCA)
capabilities and improve the way we
measure and monitor the environmental
impact of our products

For example, our LCA team has received
training on industry standard software
specifically designed to help calculate LCAs
according to IS0 14040/14044. Since our
customers and the market expect us to
calculate and address our Scope 3
emissions, our immediate focus is on
analysing product carbon footprint (PCF).

We are now able to provide customers with
meaningful PCF calculations in our major
product lines using both primary data
from our sites and secondary data via
databases.

This year, our procurement team also
began engaging our most carbon-
intensive suppliers so that we can work
with them to increase the amount of
primary data we have access to. This
will help improve the accuracy of our
Scope 3 measurements. See page 51
for more information on this work, and
page 60 for our Scope 3 emissions data.

Meanwhile, we continued to develop our
TCFD scenario analysis work, which now
includes mere than 50% of our preducts
by volume. For mare information, see cur
TCFD report on pages 84 to 89.

Innovating more efficient plants

To drive energy efficiency, we are
developing a process technology plan to
help our sites decarbenise in the short,
medium and long term_ We are also
actively working to maximise production
efficiency while minimising our
emissions and waste preduction.

Asg part of those decarhonisation plang
we will look to implement good industry
practices, as well as identifying ways to
reuse and store haat generated by our
production processes. We also want to
develop new, more efficient process
technclogies and are lcoking for ways to
replace natural gas with renewable fuel
and steam. Ultimately, our
decarbonisation plans will be designed to
help us do more with less energy.

Energy efficiency is also a key
consideration in all our capital
investment proposals, and we are now
using our new carbon price 1o assess
capital projects of more than £1 million
(see page 58 in Operations for more
detail on setting our carbon price).

Maintaining our strong focus
on product safety

The majority of cur products are not
classified as hazardous, in accordance
with the Globally Harmonised System
of Classification and Labelling

Nevertheless, a small proportion of what
we sell contains hazardous ingredients
We provide customers with up-to-date,
legally compliant safety data sheets for

all products in all the markets where we
operate. In 2022, we had no reported
incidents of non-compliance regarding
our product safety information, lapelling
or marketing.

Less than 2% of our products contain
substances of very high concern (SVHC)
at g concentration higher than 01%.
Wherever possible, we look for ways 1o
avold using them at all. Eliminating SVHCs
is one of the criteria on our product
innovation sustainability scorecard and we
have accelerated our voluntary elimiration
of certain substances, such as alkylphenol
ethoxylates surfactants, outside Europe.
This year, we also established a working
group to increase our focus in this area.

Our SVHCs statement can be found at
https //www.synthomer.com/
med\'a/Sevicajt/symhomer,svhg
staterment.pdf. h

Continuing to track customer
satisfaction

Our innovation and manufacturing
technology teams and sales teams work
closely with our customers to understand
the challenges they face in their own
manufacturing processes. This helps
us keep improving the products we
make for them.

We track customer complaints as a
measure of our reputation and success
in the market. Qur global complaint rate
this year was 4.6 per 1,000 deliveries
(versus 4.1 in 2021)". While our absolute
numper of complaints fell in 2022, the
number cf deliveries we made fell by a
larger propoertion. Crucially, 99.5% of all
our shipments are made without any
complaints.

Meanwhile, our Tight-first-time’ rate this
year was 98.0% (versus 97.4% in 2021),
This represents the percentage of
products that are made to their correct
specification in the first instance.

We are continuously working 1o
strengthen the effectiveness of our
processes and identify and address the
root causes of process quality issues.

* Bxcludes _aminates Foms ana Coated b abnss
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Synthomer and sustainability

Products continued

Sustainable procurement

We work in a complex, global supply chain, relying on our
suppliers to defiver the raw materials, goods and services
we need to operate successfully. For example, we buy raw
materials, such as chemical monomers and additives, to make
our products, transport services to deliver those materials and
products, and energy and utilities, such as electrical power,
gas and steam, as well as equipment to run our plants. We also
rely on other corporate and site services, such as travel, IT,
temporary labour and contractors, and waste management.

Our Vision 2030 target:
sustainable procurement

80% procurement spend
with a sustainability rating

Target 80%
20227 37%
2023 26%

Our target reflects our intention to understand the sustainability
ratings of our suppliers using a standard assessment We will
need 10 do more work with more suppliers between now and 2030 to
reach our sustanable procurement target So this year we refreshed
our approach with a new set of KPls (available in our Sustainable
Procurement policy) and timelines 1o help us drive and demonstrate
CoMtiNUOUS IMprovement.

Our short-term objectives®

2022 Audit five key suppliers’ sites

Ensure that all our highest-risk suppliers
agree to our Supplier Code of Conduct
or equivalent standards

20% of procurement spend covered by
a sustainability rating and improvement plan

We have now defined our objectives for 2025 as follows

¢ 50% procurement spend covered by a sustainability rating
and improvement plan

Audit eight key suppliers’ sites
®  Ensure that all our highest-nisk supphers agree to our
Supplier Code of Conduct or equivalent standards
More detailed infarmation on our progress against cur target and
chjectives can be found throughout this section

< fxziudes the adhesineres rg husness acc, ed r&por 70722
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Our performance in 2022

Our specialist procurement teams wark with
thousands of suppliers around the wortd, and
in 2022 we spent approximately £2 billion with
third parties.

We are particularly pleased to see the percentage of
total procurement spend with a sustainability rating
rise to 37%, while managing unprecedented supply
chain disruption, inflation and market volatility.

COVID-19 continued to disrupt our supply chain,
particularly in China, where |ockdowns remained
a regular occurrence for much of the year. We

have also faced rising costs, including in energy.

Meanwhile, our procurement teams have
successfully navigated market uncertainty and
fluctuating demand to ensure cur plants have
appropriate quantities of raw materials by
proactively anticipating change, opportunities
and issues.

Despite the challenges, we have continued to drive
our sustainability agenda forward — working with
our innovation team to identify and evaluate
lower-carbon and alternative raw materials, and with
energy suppliers 1o secure sources of renewable
electricity. As a result, we purchased 80% of our
electricity from renewable sources this year, once
again achieving our 2030 target and far exceeding
our short-term 2022 objective of 50%. For more
informaticn on our progress against this target and
objective see page 58 in our Operations section,

This was also our first full year using the Ecovadis
sustainability ratings platform. This tool gives us a
standardised way to assess our suppliers against
their sustainability performance. This year, we
assessed 104 suppliers through the platform. We
use a risk-hased approach to decide which suppliers
we prioritise.



Sourcing renewable electricity

We buy our renewable electricity via

a combination of renewable supply
contracts, renewable energy attribute
certificates (EACs), and on- and off-site
power purchase agreements (PPAS).

As a traded commodity, the price and
availability of EACs will change over
time. While they remain important for
our short- to medium-term plans, it
means we do expect the percentage of
renewable electricity we buy to fluctuate
for a few years.

in the coming years, we will also increase
the number of PPAs we have in place.

As well as providing a route for us to
maintain our 2030 renewable electricity
target, these long-term contracts will
protect us from energy price market
volatility. They will also directly support
investment in renewable generation assets
and the decarbonisation of power grids.

Some of our sites already use PPASs,
inctuding onsite solar power in Asua,
Spain, and our recently acquired
Jefferson site in the USA We are also
locking for opportunities at a Group level.
This year, our Group procurement team
completed a project 1o set out our PPA
strategy for the coming years and started
a Europe-wide PPA project. The team will
continue this work through 2023

Working with suppliers to address
Scope 3 emissions

Around 85% of our emissions come from our
upstrearn supply chain, and we need to work
with our suppliers 1o lower those emissions

This year, we began mapping our Scope
3 ermissions in more detail to identify our
largest contributing suppliers We are
collaborating with these key suppliers

to improve our understanding of their
carbon footprint and begin identifying
opportunities for new low-carbon options.

What is clear from these conversations
is that many businesses face similar
challenges in collecting and analysing
Scope 3 data, particularly at a product
or service level It will take time before
we have comprehensive data sets and
standards in place in order to run our
own analysis and choose the suppliers
who can help us hit our Vision 2030
emissions targets.

Qur Pathway business transformation
programme will play an increasingly
important role in helping us track and
report on our own progress. New digital
tools are reshaping the way we manage
procurement, giving us more information
and insight cn everything from tonnages,
logistics and stock levels through to
future carbon performance.

But this is just a first step. We continue 1o
look for ways to work with our suppliers,
peers and other organisations to improve
Scope 3 emissions reporting and develop
a roadmap towards our 2030 target. For
example, this year we worked with a
Eurcpean university to improve our
knowledge about how we might do

this as well as the tools that are available

on the market.

We have also joined the peer network,
Together for Sustainability. This is a
members-driven procurement initiative
that aims 10 raise sustainability
standards, develop industry standards
and share good practices across the
whole chemical industry.

Organisations like this — and our
participation in them — are important
because no one company can solve
these issues on its own. So we want

to work in partnership to help raise
standards across our industry. And we
know it creates competitive advantage,
since our custemers are looking for
suppliers who are as committed to
sustainability as they are.

As more companies set themselves
sustainability targets, we expect to see
more demand - and competition — for
suppliers and products that offer the
best low-carbon solutions. Success will
rely on our procurement teams being
able to speak a common {anguage with
each other, our suppliers and custemers.
As part of our work with the university,
we developed new workshops to help
strengthen our procurement teams’
understanding of key sustainability
terminology. These began in December
20722 and continued into the first quarter
of 2023, with around 700 procurement
specialists taking part.
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Synthomer and sustainability

Products continued

What we expect from our suppliers

We seek only to work with suppliers who
act in accordance with our Supplier Code
of Conduct ar who have their own codes
and policies with equivalent standards.
Our suppliers must also make sure that
their subsidiaries and subcontractors
dothe same.

This year, we proactively sent our Code
out to our highest-risk, priority suppliers
and asked thern to sign it or demonstrate
to us that they have equivalent standards
in place. This process lakes time as

it often requires a comparison between
our Code of Conduct and that of our
suppliers So while we have made good
progress against our 2022 objective, we
wlill continue this process during 2023

to cover the rest of our highest-risk
suppliers And we now expect any new
supplier to follow our Code of Conduct as
part of cur standard onboarding process.

Read our full Supplier Code of Conduct
online at: https://www synthamer.com/
investor-relations/corporate-governance/
code-of-conduct/

We also expect suppliers to meet our
expeciations on sustainability issues,
such as safety, environment and diversity
and inclusion, as set cut in our sustainable
procurement paolicy.

Read our full sustainable
procurement policy online at
https.//www.synthomer.com/media/
kpwpodpt/susta\'nable_procurément,
policy_and_strategy.pdf. )

This year, we completed five supplier
site audits, and communicated where
compliance gaps were found. We are
tracking their resulting remediation plans.

Reassessing raw material risks

While our risks have not changed
substantially in our legacy businesses,
we do face new raw materials rigsks as

a result of our adhesive resing acquisition.

Many of the matenals used to make
adhesives are by-products of other
manufacturing processes. That means
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66 Our procurement teams did
an outstanding job of helping
to keep our sustainability agenda
moving forward, despite market
uncertainty and significant
disruption in our supply chain. 99

Dr Stephen R Blackburn

Vige President Group Procurement

the availability of our raw materials
depends on the state of the market
for those primary products.

See our Risk report on pages /73 to 83
for more detail on our material supply
chain risks and how we manage them,

Addressing modern slavery in our
supply chain

We respect and recognise human rights
for all as described by the Universal
Declaration of Human Rights and are
committed to the UN Guiding Principles
on Business and Human Rights.

Although we work in parts of the world
and certain sectors at higher risk of
human rights abuses, we do not tolerate
those abuses, modern slavery or human
trafficking anywhere in our business or
supply chain. This is enshrined in cur
Modern Slavery statement. Read our
staternent online at https://
www.synthomer.com/media/2r1bghwe/
%ﬂerns\averystatementZD?W pdf

We expect our suppliers to comply with
all domestic employment legislation
They should also follow the International
Labour Organization {ILO) conventions
and protocols and the United Nations'
Universal Deciaration of Human Rights.

This year, we set up a new human rights
working group to manage this risk across

our different functions, such as operations,

procurement and legal. The Group is

designing a global awareness programme
and ensuring the appropriate whistle-
blowing channels and processes are in
place to manage concerns.

We have also now added human rights as
an additional lens to our procurement risk
assessment process. This will help us
identify suppliers who are more likely to
be at risk of breaching our Cede of Conduct.

We continued to deploy our new supplier
onboarding ptatform, which I1s now active
in all our regions. We plan to add our new
adhesive resing sites to the platform
within the next two years.

Committed to avoiding
conflict minerals

Cur canflict minerals policy cormmits us to
avoiding the use of conflict minerals in all
our activities. We alsc continually assess
our use of 3TG minerals (gold, tin, tantalum
and tungsten), which can be mined in parts
of the world where armed conflict and
human rights abuses are known 1c take
place. Gur policy also autlines aur
expectations of suppliers, which includes
conducting their own due diligence to verify
the origin of their materials and provide
certification under recognised initiatives

Read our full conflict minerals policy
online at https://www synthomer.com/
med\a/CSDJJpunj/synthorner,corwﬂlF
mirierals-policy_dec_2021.pdf.




Operations

Our refreshed strategy and structure are underpinned by our
ongoing commitment to safety, health and environment (SHE).
Our SHE value, which states ‘we always have time to work safely,
sits at the heart of our five values (see page 11). It means striving
towards our ultimate goal of zero accidents and no adverse impact
on human health. At the same time, we continue tc look for ways to
lower the environmental impact of our operations. Our Vision 2030

roadmap helps guide our SHE activities.

This section is divided into two parts:
Health and safety - page 54
Environment - page 58

Maintaining standards in our SHE
Management System

Our SHE Management System (SHEMS) is our most

important tool in helping us work towards our SHE

goals. It includes 22 standards, and each standard has
an accompanying mandatery requirement. The system

also contains more than 200 guidance documents.

We expect sites to carry out an internal audit
against these standards at least once every three
years. Sites must audit themselves every year
against areas that we consider to be of higher
priority in terms of major accident prevention.

In addition, sites must carry cut annual internal
compliance audits of our permits toc work

and management of change standards.

QOur central SHE team audits all our manufacturing
facilities every three to five years, depending on
performance and residual hazard prioritisation
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Synthomer and sustainability

Operations continued

Health and safety

Everyone at Synthomer is accountable for their own safety and
far the safety of those around them - regardless of seniority.
As we welcome new colleagues and integrate our newly acquired
sites, our SHE teams have a central role to play in creating

an inclusive working environment, where everyone knows
how to use our processes and systems and demonstrates

the right behaviours.

Our Vision 2030 target:
health and safety

Recordable injury case rate (RCR) target”

Target 0.20
2022 0.34
20217 031

Process safety event rate (PSER) target”

Target 0.10
2022 0.22
20217 016

Qur targets reflect our ambition to be in the top quartile for
heaith and safety. We are working to integrate our new
businesses and ensure they meet our minimum SHE standards
within a three-year tmeframe

* Per 100 COO hours for errp oyees and £2an1ractos

Our short-term objectives™

2022 RCRof 0.30
PSER of 0.14

We set RCR and PSER objectives every year For 2023, those
ohjectives are

e RCRof(23
L] PSER of 019

More detailed information on our progress against our target ard
ohjectives can be found throughout this section

= byz . desadhes cerssne bas negy e oureS r AT FRIZ
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Health and safety — good progress in our
overall journey

Like many companies in our sector, we take a
longer-term view of cur health and safety progress
using lagging indicators, which ‘smecoths out’ minor
deviations in performance. It also allows us to focus
on longer-term improvement trends, especially as
we take on newly acquired businesses.

We have been tracking the occupational health

and process safety performance of our tegacy
Synthomer sites for several years now, and recently
added former OMNGOVA sites into our overall picture
In both, we have seen significant overall
Improverment in our recordable injury case rates
(RCR), where longer-term, reliable data exists for
both businesses. In fact, 20 of our sites have worked
injury free for more than three years or over 500,000
working hours

Process safety event rates (PSER) data at former
OMNOVA sites does not go back as far as RCR, due
to a historically different reporting regime, meaning
it will take a little longer for us to assess trends
Nevertheless, our legacy Synthomer sites continue
tc improve over a wider timeframe (PSER at 012
over last four years) against the ICCA standard
definition set in 2015, Furthermore, 26 of our
manufacturing facilities had zero PSERs in 2022

We have always been clear that we aim to align our
new sites with our standards over a three-year cycle
and this is the current focus for our former OMNOVA
and newly acquired adhesive resins sites.

RCR three-year average

2013/14 076
031
201517 008
0.21
2018720 0.74
2021/22 0.20
0.54
Legacy Synthamer Farmer CMNOYA



A mixed picture in our 2022
performance

While we have made good progress in
some areas, our overal! health and safety
performance this year — as measured by
lwu key industiy layying ndicators  has
not been as strong as we would like. This
was significantly affected by a reduced
number of worked hours as a result of
fluctuating demand, since our total number
of events remained similar to 2021, It
also reflects the ongoing integration of
OMNOVA and our new adhesive resins
business, hoth of which have historically
lower health and safety performance than
legacy Synthomer. And we have
welcomed new employees at some sites,

The health and safety of our employees -
alongside our impact on the environment —
remains our highest priority. And we know
we have more to do on safety in particular.

The headline numbers an their own do
not show the full picture, however. The
businesses and sites that have benefited
from our SHE programme over many
years continue to perform well. Safety
at some of our legacy sites is world class.

This year we invested £21 million to
continue integrating our health and safety
standards across our business, including on
improvement projects and SHE compliance
issues in addition to £34 million in plant
sustenance capital expenditure. We

have also focused on key areas such as
competency assurance and behavioural
safety training.

Qur occupational health performance
Recordable injury case rate — accidents per
100,000 hours of employees and contractors

Synthemer Group’

2022 0.34
Legacy Synthomer™

2022 0.34
2021 0.31
2020 0.36
2018 0.20
2018 0.23

Wetrack and record our recordable injury case rate (RCR)
forinunes that need nore than first-aid treatment

* A odr bus nesses inclading mne months of data fram ogr new adhesives bus ness

See ‘Staying focused as we integrate’ on
page 56 for more information on some of

the specific steps we have taken this year
ta drive up health and safety standards.

Our occupational safety
performance in 2022

To ensure our employees and contractors
understand cur SHE principles and rules,
we expect them to attend inductions and
refresher sessions on our 10 SHE principles
and Golden Rules.

In 2022, our RCR was 0.34, meaning

we did not meet our annual objective.
This was affected by performance at

a small number of sites where we plan

to implement our SHE transformation
process In 2023, This short-term, targeted
improvement plan helps sites focus on
key safety priorities to bring performance
back in line with our expectations.

The overall RCR rate also reflects the

fact that we have experienced significant
employee turnover at some sites this year.
This has caused a spike in the number of
low severity, preventable injuries, such as
slips and trips. In all, 50% of those injuries
happened to employees who have been
with Synthemer for less than one year.

Nevertheless, our long-term health

and safety trend is moving in the right
direction. This can be seen at sites that
have been part of Synthomer for more than
three years, where our RCR rate in 2022
was 017, close to a record performance.

Our process safety performance

Pracess safety event — events per 100,000 hours

of employees and contractors

Synthomer Group®

2022 0.22
Legacy Synthomer™

2022 0.18
2021 016
2020 010
2019 on
2018 0.14

werecord, rate and track our FSEs using a tour-t er 5201.n3
system hers ” and 2 fwith ter T being more severel meet the
internat onal Counc of Chemical Assoc at ons' (ICCA)
definition of a reportable PSE

** oxcludes aur new adhes ves business

Our approach includes holding a Group-
wide call for all operational leaders after
any high-severity, actual or potential
incident During the call, leaders agree
corrective action that all sites are then
expected to implement.

Our RCR numbers include employees
and contraciors werking at our sites,
along with short-stay visitors like truck
drivers. Our metrics remain broadly

In line with the USA OSHA standard.
However, for historical reasons finked to
UK HSE reporting metrics we continue to
report our RCR per 100,000 working hours,

During the year, we reported no cases of
disease caused by occupational factors
and there were no accidents resulting

in fatality or permanent disability.

Our process safety
performance in 2022

Good process safety relies on effective
layers of protection and controls to keep
equipment working efficiently, and ensuring
teams understand their role in helping 1o
prevent unexpected releases, including
of hazardous chemicals. We carry out
roistine inspections and maintenance to
address issues before they become a
problem, and site teams perform safety-
critical steps to ensure they are compliant.
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Synthomer and sustainability

Operations continued

This year, our process safety event rate
(PSER} at legacy Synthomer sites was
018, which meant we did not achieve our
2022 objective. This was affected by poor
performance at a small number of sites.
PSER performance at our newly acquired
adhesives sites was also higher than
expected In 2023, we will work with all
affected sites to improve performance

The majority of our PSERs this year have
had limited impact and were managed
locally at source, with no effect on
people, environment or property. Two
thirds were incident-free in 2022. We
experienced one major incident at our
Filago site in Italy, where a fire damaged
piant and equipment. However, no one
was injured.

We use a range of measures to ensure
the ongoing integrity of our equipment.
These include identifying critical process
safety steps, such as monitoring and
investigaling reactor mischarges. We
then confirm that sites are taking those
steps through simple checklist engagement
discussions to ensure compliance.

This year, we focused on near misses and
weak signals, since they are important
early warning signs that a bigger,
preventable incident might cccur if ne
action is taken. We review weak signals
during our quarterly process safety
network meetings. This allows us to
share lessons learned across sites to
help prevent near misses,

For example, this process identified
common issues with the way we control
gaskets, which had led to higher-than-
average loss of containment issues and
mischarges at certain sites. As aresult,
sites have taken steps to strengthen their
control processes, such as introducing
critical-joint checks. At one site, this work
has roughly halved its losses

We also carried out gap analysis via cur
major accident hazard project. In particular,
we focused on losses of containment that
lead to, or are caused by, potential fires,
explosions or runaway reactions. Sites
now have action plans in place to address
gaps over the next 12 months.

56 Synthomer plec Annual Report 2022

A structured approach to
investigating spills

Preventing and managing the loss of any
material (hazardous or otherwise) is an
important part of our SHE approach.

We monitor, report and investigate all
spills, ranking any loss against the
associated hazard of the material in
question, along with quantity spilled,
location and impact. We investigate the
root causes, such as human factors and
mechanical failure, and use the findings
to draw up relevant action plans. Qur
process safety network routinely reviews
these types of events during its meetings.

In 2022, we recorded 26 events in our
top two tiers (covering reportable PSERs,
high-scoring loss of containment and
reportable environmental losses). The vast
majority had little environmental impact
other than localised effect and clean up

Audit programme resumes
post-pandemic

This year, our Group SHE team carried
out independent audits at 10 of our sites
in Europe and the USA We record and
track significant findings and report

on them to the Executive Team and
wider organisation on a quarterly basis.
To date, 17 of the 21 'significant non-
conformances’ that the team found have

been addressed, with the remaining four
on track for completion in 2023 While
ongoeing COVID-19 travel restrictions
meant we could not conduct in-person
audits at our sites in Asia, we did use local
specialist contractors to audit our sites

Maintaining our focus as we integrate

Integrating a new business is a complex,
multi-layered process. As a result, we
expect to see short-term fluctuations

in our SHE performance. 11 is one of the
reasons why we allow three years for
new sites tc meet our standards.

We are taking a series of tried-and-tested
steps to address key issues as we integrate
our acquired adhesive resins businesses.

A differentiated approach

We place new sites Into 'supported status’.
This means cur health and safety subject
matter experts provide the site team with
additional support to help meet our
minimum standards in areas such as
process safety and asset integrity.

Sites ‘graduate’ out of supported status
once they reach those standards, If any
site - new or otherwise — drops below those
minimum standards, it can be moved back
into supported status. In some instances,
we may also run a SHE transformation.



Tackling the basics to drive up standards
We have worked with our operatianal
teams to instil key safety behaviours

and address the significant number

of preventable injuries among newer
employees. For example, we actively
encourage all our sites to use 60-second
'stop and think’ checks to identify and
manage hazards before work begins

Our process safety network has worked
with our Group SHE team to identify gaps
and trends to provide targeted areas for
improvement at specific sites. We aiso
share lessons learnt and examples of good
practice across the network. As & result,
we have seen a reduction in our overall
losses of containment and mischarges.

We keep a formal record of significant
process safety events (PSEs) and
lessons learnt — known as our 'Black
Book’ = which now includes PSEs that
have occurred at our former GMNQOVA
sites and will be updated for the adhesive
resins businesses in 2023, All sites are
required to periodically review thege
PSEs and confirm that they have the
correct measures and controls in place

to minimise the chance of them oceurring.

We also review published analysis of
significant process safety events from
similar and relevant industries

86 Thelong-term trend in our health and
safety metrics remains positive, despite
specific challenges in 2022, including
fluctuating demand, talent shortages
and ongoing business integration. 99

John Hamnett

Vice President Operations C&C,
Group Global SHE and Engineering Lead

This year, we piloted a new leadership
culiure programme, the Zero Harm
project, at eight Functional Solutions
sites to create an environment in which
thinking atout individual safety — and
that of others — hecomes a habit for
every employee. [t will help us move
from a dependent, ‘'compliance culture’
to a more commitment-based,
interdependent one.

Sharing tools and processes to

achieve our goals

As part of our focus on health and safety
basics this year, we worked with most of
cur sites to share and develop a process
known as ‘bowtie analysis’ Thisis a
commonly used Illustrative tool to

help teams better understand the key

preventive barriers that need tc bein
place to stop an initiating cause leading
1o a specific unwanted event, such as a
mischarge of raw materials leading to a
runaway reaction. We are rolling out thig
bowtie analysis as part of our wider
major accident hazard project.

We also held three regional SHE
conferences for the first time since

the start of the COVIB-19 pandemic.
Participants discussed key issues such
as our management systems, leadership
and behaviours, and reflected on SHE
culture at individual sites. Our Group
SHE policy 1s available online at https //
www.synthomer.com/media/yyle3ahe/
safety-health-environment-group-policy-
nocvember-2021.pdf.
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Synthomer and sustainability

Operations continued

Environment

Our water-based polymers and solvent-free
adhesive solutions help keep volatile organic
compounds and other harmful emissions out of
the atmosphere. But to achieve our sustainability
goals and reach net zero by 2050, we must make
them in ways that minimise their effect on the
planet. This means lowering our own emissions
and reducing water consumption and waste.

Important milestones in a challenging year

We took some important steps to advance our
environmental agenda this year. One was realising
our commitment to set science-based greenhouse
gas (GHG) emissions reduction targets. Qur 2030
reduction target for Scopes 1 and 2 is now 47%
{(up from 40%} and our Scope 3 target is 28%

{up from 10%), against the new Group 2019 baseline
These are absolute emission reduction targets
instead of our previous intensity targets
(emissions per tonne of sales production).

We have submitted our new targets for validation by
the Science Based Targets initiative. Even though these
targets are a significant challenge, externat validation
will give us confidence that our work to address net
zero is now aligned with the 2015 Paris Agreement.

Setting a new internal carbon price of £85 per tonne
of carbon dioxide equivalent was another significant
milestone. We chose this price after a thorough
market and peer review, as well as sensitivity
analysis against some of our capital growth plans.

We use the carbon price as part of our assessment
of any sustainabllity-related project as well as
capital projects worth more than £1 million For
example, we used it to assess the payback case for
installing solar panels at our site in Spain, improving
the internal payback time of the project by around
35% We will expand cur use of the carbon price to
lower-value projects over time.

Strong external factors have slowed progress

in some of our plans, Fluctuating demand has
seen scme plants operating less efficiently. High
employee turnover at some sites, plus integrating
our new adhesive resins business, has meant
concentrating on bringing new colleagues up

to speed with our standards and expectaticns,
and helping them to get the hasics right.
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Our Vision 2030 target:
emissions and energy

Reduce Scope 1 and 2 absolute
emissions by 47%

Target 47%
2022 36%

Reduce Scope 3 absolute emissions by 28%

Target 28%
2022 18%

80% of electricity from renewable sources

Target 80%
2022 80%
2027 90%

* Legacy Synthomer

Our environmental targets are designed to help us reach net zero
by 2050. We made good progress this year, exceeding our 2022
objective to reduce Scope 1 and 2 intensity by 20% {see ‘Scope 1
and 2 emissions’ on page 59 for more information),

This year we have introduced science-based greenhouse gas (GHG)
absolute emissions reduction targets. See ‘Important milestones in
a challenging year’ for more detail on these new targets.

Our renewable electricity target remains the same.

Our short-term objectives™
2022 Reduce Scope 1 and 2 intensity by 20%

At least 50% of total electricity
consumption from renewable sources

lmprove specific energy efficiency by 5%

Evaluate Scope 3 emissions from three
suppliers of our four main raw materials

Define medium- and long-term plan
to reduce Scope 1 and 2 emissions

We have now renewed qur objectives for 2025 as follows
®  30%absolute reduction of Scope 1 and 2 emissions {versus 2013)
® 5% energy reduction on intensity (versus 2022)

®  Seta 2025 guantitative reduction target by end 2023 based
on our updated water withdrawal and consumption baseline

® 0% total waste reduction on intensity {versus 2022)

More detailed information on cur progress against our targets
and objectives can be found throughout this section

"* _egacy Synthomar



We have also gone through significant
internal change: a reorganisation tc create
a more focused and specialised business,
and changes in our product mix as a
result of our adhesive resins acquisition.
While our new adhesives technologies
have the impaortant environmental
benefits of using less water and avoiding
harmful solvents, they require significant
amounts of energy to make.

Nevertheless, we have made good
progress against our emissions and
water targets this year, exceeding our
short-term 2027 objective 10 reduce
Scope 1 and 2 emissions by 20% and
developing more accurate water balance
models that will help us work towards a
quantitative water objective for 2025.

Our energy use and carbon footprint

While our Group absolute reduction of 36%
versus 2019 is partly due to lower production
volume, the 2.5% improvernent in Scope 1
emissions intensity (10% for legacy
Synthamer in 2022 vs 2027) reflects the fact
that we moved away from coal 10 gas-fired
power at our plant in Sokolov, Czech
Republic. We could have made further
Improvements had sharply escalating gas
prices nat meant we needed to make a
short-term switch 1o importing stearmn from
a local coal-powered station to manage
costs. However, we remain committed to
our long-term energy goals, including a
permanent move away from coal.

6 | am delighted that we
realised our commitment to
set science-based greenhouse
gas emissions targets this
year. This is an important step
in our Vision 2030 journey. 99

Guy Scudder

Sustainability Manager, Group Operations

We rely on energy to run our mancfacturing
plants, make our products and transport
them around the world. However, around
85% of our total emissions come from
our supply chain, particularly carbon
associated with extracting and processing
our main raw materials. We must address
all these areas if we are 1o realise cur net
Zero ambition,

Scope 1 and 2 emissions

Excluding cur newly acquired adhesive
resins sites, our Scope 1 and 2 emissions
intensity rose by 4% in 2022, compared
with 20271, although is stilt 31% better
than 2019 - well ahead of our cbjective
to reduce Scope 1 and 2 emissions
intensity by 20%.

Absolute Scope 1 and 2 emissions were
14% lower than 2021, despite a slight
increase in Scope 2 emissions.

We maintained a high level of renewable
electricity coverage across the business,
hitting our 2030 target for the second
year running, and far exceeding our 2022
objective to source 50% of our power
from renewables. Qur newly acquired
adhesive resins site in Jefferson, USA,
nas a contract with a solar farm that
covers, on average, 25% of its overall
power requirements.

See page 51 in our Products section for
more information on how our procurerment
team has helped Synthomer source
renewable electricity this year.

This year, we identified our top 10 sites
in terms of Scope 1 and 2 emissions and
ran workshops with three of them to
develop decarbonisation roadmaps.
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Synthcmer and sustainability

Operations continued

These workshops highlighted a range of
different energy conservation measures
and potential projects that sites could
deploy. For example, improving efficiency
and ongoing decarbonisation of power over
the short-to-medium term, and introducing
alternative fuels and less energy intensive
processes in the longer term.

The sites are now refining these roadmaps
to develop more detailed deployment plans.
We intend to roll out the process to our other
top seven sites by the end of Q1 2024.

We have set ourselves an objective to
reduce cur Scope 1 and 2 absolute
emissions by 30% by 2025 (versus 2019).
To achieve this at normal production
volumes, we expect to see the full benefit
of ending our use of coal, as well as
introducing new energy efficiency
projects and the power purchase
agreements {PPAs) that will be
included in site decarbonisation plans.

Scope 3 emissions

In 2022 our total Scope 3 emissicns were
18% lower than our new 2019 baseline. This
was driven by the most material category
for Synthormer, purchased goods and
services, which was has also decreased
by 18% in 2022 as compared with 2019

This caonsists of a 37% reduction in
emissicns from primary monomers,
offset by a 35% increase in emissions
frorn other procurement activities.

The 37% reduction in emissions from
primary monomers is driven by a 33%

Total metered energy use
Gigajoules (GJ) per sales
production tonne

2022 4.21
Synthomer Group®

2022 3.29
Legacy Synthomer™

2021 3.16
2020 3.09
2019 3.08
2018 2.47

SEF GNNEx O Bages 27270 275 o1 oot LK-soen AT erergy
Jse daa

& curbusinesses nzadngs fu year of data friom odr new adhes «Psbusiness
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reduction in volume purchased. The
additional difference is driven by changes
in energy emissions within the LCA (Life
Cycle Assessment).

Emissions from other procurement
activities were calculated based on
spend using the EEIO (Extended
Environmental Input and Output) model
and make up 35% of the total footprint.
The significant increase in prices in 2022
compared to 2019 resulted in an increase
of 35% in other procurement emissions.

Our full Scope 3 emissions report is
available on htips://www.synthomer.com/
sustainability/ratings-and-resources/. )
Given the complexity of this topic — the
most material for us — we have developed
a strategic approach to our suppliers and
customers to help identify alternatives.

This year, we reached out to suppliers
who provide our main monomers to
request primary Scope 3 data. While we
received a limited response, suppliers
understand the need to define the carbon
footprint of their products. This process
has been helpful in starting a more
in-depth conversation with them about
product carben footprint metrics.

For more information on our work to
address our Scope 3 emissions this
year, see our Products section on
pages 48 and 51.

Tackling energy efficiency as we grow
Our absolute energy consumption
was 6.78 million GJ in 2022 Legacy

Scope 1 and 2 emissions (hybrid approach)
Tonnes COz eguivalent released per sales
production tonne {includes CQO: from energy
generation and use), and refrigerant losses

2022 0.210
Synthomer Group®

2022 0.159
Legacy Synthomer®”

2021 0.153
2020 0.216
20719 0.232
2018 01858
Lozpe T end? - cremer-banederd varke - Lased - 4G
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Synthomer accounted for 4.88 millien GJ
{(14% lower than 2021). However, intensity
rose by 4%, to 3.29 GJ/tonne.

We did not achieve our 2022 objective to
improve energy efficiency by 5% (versus
2019). Qur energy intensity in 2022 was
7% higher than 2079. One of the main
reasons for this was lower producticn levels.

Addressing energy efficiency remains one
of our biggest challenges, particularly as
our energy intensity has risen 28% because
of our newly acquired adhesive resins sites.

We continue to explore our options in this
area. This year, we set up a network of
innovation experts called the Advanced
Process Innovation (AP} team, which will
form project teams to look at alternative
energy aptions for energy-intensive
operations that would be suitable for

site trials.

In the meantime, we rolled out five
high-level equipment benchmarking
guides at the end of 2022, setting out
simple principles and approaches to help
teams assess the performance of key
equipment, such as steam boilers. We
expect sites to use these guides in 2023
to help focus on cperational discipline to
improve efficiency and to prioritise
capital expenditure.

Our business divisions are also carrying
out energy diagnostic work at key sites
This involves assessing the theoretical
energy demand of cur processes against
actual use to identify areas for
improvement. 1t will also help us look at
benchmarking against sites with similar
processes. As part of this work, we
intend to review opportunities for better
heat integration and have developed new
guidance to help sites assess whether
heat pumps are a viabie alternative both
technically and financially.

These initiatives and projects, alongside
our site decarbonisation plans, are
expected to defiver our renewed short-
term objective to improve energy
efficiency by 5% by 2025 versus 2022

For more information on the work our
innovation teams are doing to address
energy efficiency, see page 49 in our
Products section. -




Water

We need water to make some of our polymers and to run
manufacturing processes that require steam and cooling,
and are committed to ensuring that we manage our water
consumption carefully.

Our Vision 2030 target: water

Manage and minimise water consumption at
all locations. Introduce water management
plans in water-stressed areas and highest
consumption sites.

We have set ourselves a qualitative water target to reflect the fact
that we must first strengthen the way we measure, monitor and
report on water consumption

We continue to make progress in thig area, and this year have
included water from imporied steam in our water withdrawal
figures at all sites. We also include estimated rainwater where it
leaves a site as effluent. In discharged water, we now collect data
on all effluent discharges, condensate returns 1o third parties and
‘once through' cooling water returns

Given the refinements we have made to our measurement
methodology and the large variation versus the original 2079
baseline, we have removed our short-term 2022 objective.

Our short-term objective

2022 Maintain water consumption at 2019 levels

Carry out gap analysis of water and
effluent monitoring abilities at key sites

We have set a new objective for 2023 as follows
® Using our refreshed water withdrawal and consumption
baseline, set a Z025 guantitative target by end 2023

More detailed information on our progress against our target and
objectives can be found throughout this section.

We took important steps this year to improve the way we
collect and report our water data. We shared a high-level site
water balance model with all sites to assess and confirm that
they have identified, and are reporting against, all their water
inputs and outputs We also asked them to confirm the plans
they have in place to address any gaps.

Meanwhile, we rolled out our new water policy across all sites,
setting out our expectations in key areas such as management
plans for sites in water-stressed areas. This gives us a
consistent framewcrk for effective, sustainable water
management across the business. Qur full water policy

is avallable online at https //www.synthomer com/media/
mOyjy4yS/waler_management.pdf,

We are now facusing on water stewardship

and reduction pilot projects. For example, our
Langelsheim site in Germany will work with a third
party to assess its approach to water stewardship
with a view to applying for certification against the
Alliance for Water Stewardship standard. What we
learn will inform our future plans for other sites.
The site will also carry out basic engineering work
to enable the assessment options to eliminale
‘once through' cooling, a project with the potential
to reduce Group water withdrawai by 5-10%.

This work will establish the foundations for our
water reduction programme, and our first milestone
will be setting a 2025 objective.

Our water performance in 2022

We saw a 15% increase in total water withdrawal
and estimate a 14% increase in water censumption
intensity at our legacy Synthomer sites in 2022
This increase reflects a correction in our method
of determining consumption, as cutlined in

GRI definitions, as well as the impact of lower
production; absolute water withdrawal for legacy
Synthomer improved by 4% on our 20271 figures.

Water and steam leak reduction projects at several
sites reduced by 2% absolute water withdrawal
across the Group. For example, our Ribecourt,
France and Sant Albano, Italy sites achieved
double-digit improvements in their withdrawal
intensity through such projects

Some sites did increase overall production in 2022,
but were able to partially offset the resulting
increase in water consumption, for example
through eptimisation of site cooling systems.
We will remain focused an minimising
withdrawal through 'eak management and
process cptimisation, and, by association,
non-product-related consumption

Total water withdrawal
m? per sales production tonne

2022 5.07
Synthamer Group®

2022 5.03
Legacy Synthomer™

2021 4.39
2020 413
2019 404
2018 390

* Al ur bus nesses incwding a furryear of date from our new aghes wes busness
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Synthomer and sustainability

Operations continued

Waste

We have a responsibility to dispose of our waste carefully, and we
look for ways to reduce it at source. We manage several different
types of waste, such as filtered solids from reactor and tank
cleaning and waste packaging. We also have one-off waste streams
associated with construction and demolition. Some speciality sites
manage specific waste streams that are not saleable and require
treatment and disposal. Our new adhesives plants manage a
relatively high level of hazardous waste that must be incinerated.

Our short-term objectives: waste

2022 12% reduction of waste to landfilf
per produced tonne

& number of ane-off events in 2022 meant that we did not meet
our objectives this year, as descnbed below.

We have now renewed our objectives for 2025 as follows
® 5% reduction intotal waste per tonne versus 2022

This has been a challenging year for our waste metrics, with
a spike in our figures related to a large number of pericdic
planned activities which help keep our plants running efficiently
but which do not take place annually, and one-off events.
This meant we did not meet our 2022 short-term objéctive
for reducing waste to landfill intensity by 12%.

To help smooth our waste trend profile we will start tracking
an average three-year waste profile — matching the typical
turnaround frequency for sorme cf these key activities.

We will also focus on understanding the sources and potential
improvement opportunities at our new adhesive resins sites,
since these have increased our reported hazardous waste by
around 60% on intensity.

Our waste performance in 2022

Our Group total waste in 2022 was 657 kilotonnes and for legacy
Synthomer was 42.6 kilotannes, similar to 2021. In the latter, we
saw a slight fall in absolute waste generation, comprising an 11%
reduction in hazardous waste, but an overall increase of waste
to landfill of 8.5%, largely due 1o the periodic waste disposals

Total waste’
kg per sales praduction 1o1ne

2022 404 2022

Synthomer Group” Synthomer Group”

2022 28.7 2022

Legacy Synthomer™ Legacy Synthomer™
2021 239 2021

2020 237 2020

2019 288 2019

2018 221 2018

vie hase aTerded cor fqures 07 2070 2020 and 2027 esaresurof apre, ous ¢ urresored &aste streamr
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Waste disposal to landfill
kg per sales production tonne

mentioned above, On an intensity basis,

the combination of reduced production and the
periodic disposals skewed the figures significantly,
with a 20% increase in waste generated to 28.7kg
per tonne of product

As aresult, our waste to landfill intensity was
also higher than 2021 and the 2019 baseline.

A one-off event that contributed 1o this swing
included rermediation work on historical ground
contamination at our site in Saudi Arabia, where
more than 500 tonnes of waste accounted for
around % of the total sent to landfill.

Overall these events contributed an estimated
22% of the landfill total and 29% of the total waste
reported this year, compared with 5% and 26%
respectively in 2021.

We did see some successes in 2022, including at
our Czech Republic site, where closing the coal-fired
boiler has eliminated the associated coal ash waste
stream. Sludge drying improvements have also
reduced non-hazardous waste with & considerable
intensity saving.

While we continue to look at ways to improve process
efficiency to reduce waste to landfili, we are also
continuing to assess ways we might reduce and treat
our most hazardous waste streams. For example, we
are considering technologies such as bioremediation

Alongside work to reduce solid waste generated by

our waste treatment plants, we continue to focus on
product quality, right first time production and stock
management to help drive underlying improvements.

We have set a 2025 objective to reduce total waste
by 5% We will also consider a three-year baseline
between 2020-22 to account for the fluctuations
described above.

11.53

8.22

6.28
596
7.58
508
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People

Our employees are our greatest strength; successfully executing
our new strategy will rely on their talent and dedication. While our
strategy and structure may have evolved, our commitment to
huilding a diverse, inclusive organisation based on our core values
remains firm. And we are putting the tools and incentives in place
to help our employees fully contribute to — and benefit from —
Synthomer’s success. We also want our local communities to
see us as a good neighbour, and we support a range of activities
In key areas, such as education and environment.

This section is divided intc two parts to
reflect our commitment to both employees
and the communities where we operate.

Our employees — page 64
Our communities — page 71
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Synthomer and sustainability

People continued

Our employees

This has been another challenging year for our employees,
and they have shown great tenacity in the face of rising
inflation, fluctuating demand and the reorganisation of our
divisions. We know change can be unsettling and thank
our teams around the world for their ongoing commitment.

Our employees at a glance

5,200

employees

3.9%

turnover

15.8%

new hires (excludes former Eastman employees)

69%

under collective bargaining agreements
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A refreshed approach for a specialist,
innovative business

Diversity, equity, inclusion and holistic employee
development together form one of the pillars of
Synthomer’s refreshed strategy, and we have
continued to evolve ocur employee agenda and
culture this year to support our new strategic goals
and help employees see Synthomer as a place to
build a long-term career.

We want to continue building on our existing
strengths, such as strong leadership and individual
accountability, while creating a culture of innovaticn
This means helping employees adopt behaviours
that support greater collaboration and shared
responsiniity in pursuit of excellence. To support
this process, we have refreshed our four strategic
employee priorities:

Promote holistic employee development
We see everyone as lalented, with indrvidual
development paths. We focus on bringing cut
the best in our employees. We want to grow our
talent pipeline through targeted employee
development and selective external recruitment.

Strengthen leadership capability

We want to develop empowered, agile leaders who
act as role madels, coaching and developing ther
teams, and who are prepared 10 lead change to
successfully drive our business strategy.

Embrace Synthomer excellence

We strive for excellence in everything we do. That
includes processes that suppaort our ernployee
agenda and organisational structure to help the
business drive value,

Establish an innovative workplace culture
We aim to establish a culture of collaboration ang
engagement, guided by a shared purpose and
underpinned by mutual trust and open feedback,
and based on our core values. We want to build on
our strengths and grow innovation skills to help
Synthomer succeed.

We have also introduced internal talent performance
indicators, such as completion rates for performance
and development conversations, and succession
planning coverage ratios for critical roles, to help
align our employee plan with these objectives, as
well as track and measure qur impact.



Our Vision 2030 target:
gender diversity
40% senior management gender diversity

Target 40%
2022 25.4%
2021 20%

* Legacy Synthomer

Creating a more diverse and inclusive company takes time, our

original target to reach 50% gender diversity in new hires in leadership,

management and professional roles was just a starting paint.

Now we have set a new, more focused gender diversity target of
40% senior management by 2030 This will help us embed greater
diversity at the highest levels of the Company.

Our short-term objective

2022 25% female senior leaders

Our 2025 cbjectives remain the same:;
® 33%female senior leaders
®  20% senior leaders from ethnically diverse backgrounds

Maore detailed information on our progress against ocur target and
objectives can be found threughout thig section.

Diversity and inclusion at the heart
of our strategy

We are seeing real momenturm in our diversity and
nclusion programme, with improving results, more
ambitious Vision 2030 targets, and a growing
number ul ciopluyee Tesource groups

As part of cur campaign to keep that momentum
going, we ran a series of virtual awareness
sessions reaching out to more than 500 leaders, led
by members of our global diversity and inclusion
leadership team. The sessions covered key topics,
such as our diversity and inclusion vision, pricrities,
governance structure and objectives, and provided
an open forum tor participants to share their own
experiences and ask questions. It was also a chance
for our leaders to share what they thought we are
doing well and where we could do more to embed
diversity and inclusion across Synthomer.

We also set up a network of diversity and inclusion
ambassadors in Asia, with 16 ambassadors so far.
Ambassadors act as trusted advisers, working with
our regional diversity and inclusion teams 1o heip
share and reinforce our key messages. They also
share local feedback with our regionzl and global
diversity and inclusion leadership teams and attend
train-the-trainer workshops so that they can help
us continue to roll out our diversity and inclusion
awareness sessions. During 2022, our ambassadors
in Asia ran 21 awareness sessions for over 600
people. We will continue to roll out the ambassador
network in the USA and Europe in 2023,

Our Board and Executive Committee members
continue to support our diversity and inclusion
programme. For example, they provide governance
via our Diversity and Inclusion Steering Committee
and attend events held by cur employee
resource groups.
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Synthomer and sustainability

People continued

66 Our ongoing efforts to create a more
diverse and inclusive Synthomer,
combined with an increased focus
on equity, are paving the way for
a successful future. 99

Ana Perroni Laloe

President, Coatings & Construction Solutions and
Diversity Equity and Inclusion Executive Sponsor

Our diversity and inclusion
performance in 2022

We saw good improvements in our
diversity and inclusion performance
this year, with women representing

271 4% of our workforce. The percentage
of women in senior management roles
increased to 25.4% - up from 20% in
2027, and from 2% just three years ago.
This meant we achieved our 2022
short-term objective.

we officially welcomed Lily Liu as

Chief Financial Officer in July 2022,
which means women continue to

make up 33% of our Board. This year, we
exceeded the expectations laid out in the
Parker Report an ethnic diversity, with
two Board members from ethnically
diverse backgrounds.

We are seeing a shift in our Executive
Committee’s gender, ethnicity and age
profile as well, with the appointment of Alice
Heezen as our new Chief Human Resources
Officer and Anant Prakash as our new Chief
Counsel and Company Secretary.

Gender diversity

All employees
Female 1,114
Male 4,092
Not declared 1
Total 5207

21.4%
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We are also making excellent progress
at the other end of the career spectrum,
with women representing 56% of our
new graduates over the past four years.

We continue to work towards our 2025
objective of 20% senior leaders from
ethnically diverse backgrounds.

A growing network of employee
resource groups

We have established two new employee
resource groups - our LGBTQ+ group,
THRIVE, and EMPOWER, our cultural
diversity group.

THRIVE celebrated Pride month in June
2022 by raising awareness of the history
of Pride and running a live ‘Taking Pride
in Diversity' event hosted at our London
office and broadcast virtually across the
Group. The event featured an interview
with Leng Montgomery, an experienced
diversity, equity and inclusion leader and
former TEDx speaker, and explored the
importance of allyship and supporting
each other. In all, more than 100 pecple

Board
Female 3
Male 6
Total 9

33%

participated in different Pride month
activities across Synthomer.

EMPOWER was endorsed by our global
Diversity and inclusion feadership team
at the end of 2022 and will formaliy be
iaunched in 2023.

Meanwhile, our well-established women's
group, ENGENDER, continues to grow. As
part of the Group's activities this year, our
Chief Financial Officer, Lily Liuy, hosted a
session on our financial results. As well
as the business update, Lily shared her
personal experiences in leadership

In 2023, we will explore ways to better
support people with disabilities.

New training to support

inclusive recruitment

To keep building a more diverse Synthomer
we have introduced nclusive recruitment
e-training on issues like unconscicus bias
The e-modules are available in English
and Chinese, and we intend to add other
languages in time. To date, 55% of

invited hiring managers have already
completed the training.

Beyond inclusive recruitment, we will
also focus on inclusive leadership in
2023, with plans to develop a dedicated
curriculum for our leaders, covering
elements such as communication,
building trust, collaboration, cultural
cempetence and achieving
transformation.

Senior management

Female 15
wMale 44
Total 59

25.4%



Our Vision 2030 target:
employee engagement

Achieve upper quartile engagement scores
against external benchmarks

Our onigina! Vision 2030 engagement target was designed to measure
employee response rates and to demaonstrate that we have the tools
in place to hear what employees think

This year, we have focused on turning the feedback we heard in our
2021 Your Voice survey into meaningful action. We have also made
our target mare ambitious and will switch from reasuring response
rates to engagement scores and benchmark our progress against
similar manufacturing organisations. And, n 2023, we will introduce
internal performance indicators, such as the number of initiatives and
action completion rates, to monitor progress in cur action plans to
address areas for improvement

More detalled information on our progress this year can be found
throughout this section.

Addressing feedback from cur employees

What our employees think abaout Synthomer matters — their
feedback shows us what is working well and where we can improve.

Our Your Voice survey is our global employee engagement tool.
We ran our last survey in 2021, which was completed by 73% of
employees. As well as strengths, such as our commitment to
safety and understanding our Code of Conduct, the survey
highlighted three key areas for improvement: communicaticn,
collaboration and wellbeing.

As aresult of our 2027 survey, we identified more than 270 local
or Group initiatives across the Company to address feedback from
our employees. More than 70% of those initiatives are either now
in progress cr have been completed. Our Executive Committee
and Board regularly review progress and confirm action is being
taken when visiting sites, or hosting townhalls and focus groups.

Many of these initiatives are designed to strengthen
collaboration across the business. For example, around 100
employees participated in four cross-functional team-building
events at our Asian headguarters in Malaysia. We also held
cross-functional 'lunch and talk’ sessions at our European hub
in Germany, and several sites around the world ran knowledge
sharing initiatives during the year,

We have decided to wait until 2024 to run our next Your Voice
survey. This will give us more time to integrate our new adhesive
resins business. After that, the survey will return 1o its two-yearly
schedule. Inthe meantime, we intend to launch a shorter
annual ‘pulse’ survey in 2023, This dual approach will give us
time to turn Your Voice results into meaningful action while
checking our progress on an annual basis

Strengthening out approach to employee communications
Good communication s an important part of employee
engagement. It helps us demonstrate that we are acting on

what our employees tell us, as well as sharing key
messages o help them feel more connected to the
business. To help us take a more strategic approach to
our employee communications programme, we carried
out an internal communications review in 2022 and
used what we learned to create an action plan, which
was then discussed and agreed with the Executive
Committee. As part of this, we recruited an internal
communications manager in 2023,

Communication is an important leadership skill too,
and this year we put measures in place to help our
senior leaders take greater responsibility for sharing
key strategic messages. For example, our CEQ,
Michael Willome, set up a formal Global Leadership
Team (GLT), comprising the top 75 senior leaders.
Animportant goal of the GLT is to promote greater
collaboration between our businesses, functions
and regions to share good practice and support our
wark to create a culture of innovaticn. This group
has already played an essential role in helping to
share our new strategy across Synthomer, with a
series of engagement sessions with their teams.

Our HR tearm also worked with the GLT to help
strengthen their communications skills and tell a
compelling story about Synthomer’s new strategy
and structure. We also developed a structured
employee communication and engagement plan to
provide regular, transparent updates on the changes
we are making and to support employee wellbeing.

We also carried out targeted communications activities
this year at a regional, functicnal and site level.
This included townhalls, CEQ videos and messages,
newsletters, site visits and lunch and talk sessions.

Continuing to develop Board engagement

with employees

In order to hear from empioyees directly across all
regions, our Board uses a mix of in-person meetings
and virtual technology. In 2022, we agreed terms of
reference and held reqular briefings at a Board level,

Our Non-Executive Directors Alexander Catto and
Holly Van Deursen lead our Board engagement
programme In 2022, they hosted 14 virtual and
in-person Employee Voice sessions across all our
regions, involving more than 170 employees. Our
Chair, Caroline Johnstone, joined Helly for meetings at
three sites in South Carolina, USA We also held virtual
sessions with employees in Germany and France in
2022, plus virtual sessions in 2023 with our site in
Italy and with former Eastman employees at our
Netherlands site. Later in the year we intend to visit,
and hold Board meetings, at our sites in Malaysia.

In addition, Board members met with employees
during visits to our site at Harlow in the UK, as well
as five UsA sites (including one of the sites we
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Synthomer and sustainability

People continued

acquired frem Eastman). They also
visited our development centre and office
in Ohio, USA, which we acquired with
OMNQVA in 2020

During these discussions we usually ask
employees 10 share their views on a
handful of topics. For example, in 2022,
typical areas included what employees like
best about working for Synthomer, and
what changes they would like to see — with
particular focus on topics highlighted in
local employee surveys. We also continue
1o explore how well we live our values
{particularly safety), while allowing plenty
of time to hear what's on people’'s minds.

During the year, we heard many consistert
and positive messages, including that safety
is always our first priority and strongest
value, Employees 1old us that they feel
regpected and have the opportunity to
influence the way we work. We also heard a
lot of enthusiasm for potential future growth,
personal development and our ability 1o
create further value for customers. Many
employees told us that they find our
focus on sustainability and being a

good corporate citizen very maotivating.

They also shared thoughts on areas

for improvement — with a consistent
message that we will nead to make the
most of our resources as we mature and
grow, With that in mind, we will continue
to focus on collaboration in line with

our core value of Teamwork, as well

as addressing other issues raised by
employees such as mental health and
wellbeing, communication, prioritisation
and simplfication, change management,
and investment and maintenance plans.

This feedback is invaluable for our Board
and managemert team who use what
they hear to take action. For exampie,

in 2022, our leadership team led a work
simplification programme. We also
assessed the value of a maore proactive
maintenance programme and reviewed
the central service function provided to
our European sites.

Continuing to support

empleyee wellbeing

One of the clearest messages we have
heard from employees over the past
couple of years is that they would like
us to do more to support their wellbeing
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®6 Good communication is such an important
part of employee engagement — it helps
our employees feel more connected to

the business. 9®

Alice Heezen
Chief Human Resources Officer

In response, we will broaden our
Employee Assistance Programme across
more geographies to provide support to
our employees who are facing personally
challenging situations, including those
from a health, financial, professional or
work related perspective. This supplements,
in a confidential way, the support the
Company offers in situations that are
particularly challenging for employees.

In October 2022, we ran an awareness
campaign to mark World Mental Health
Day, which included sharing useful
materials, such as facts and figures
around mental health issues and tips for
staying vigilant and supporting each other.
We will also establish a new wellbeing
committee, which will run reqular
activities to promote and discuss
welibeing and resilience issues, such

as psychological safety, management
of pricrities and resilience

Supporting employees through cost-of-
living challenges

The Board and Executive Team have been
very mindful of financial pressures facing
our colleagues across the business ~
high inflation has driven up the cost of
food and energy in many regions where
we operate. Qur approach has been
guided by balancing the financial
pressures facing the business with those
of our employees. We have worked with
our people to deveiop equitable, bespoke
and tallored approaches for each of the
geographies we cperate in. We made
one-off payments to some groups of
employees in 2022, elsewhere we paid
local increases. Other initiatives to
support employees in 2022 included
one-off payments, food vouchers, and
discounted and subsidised shopping.
We are develaping country-specific salary
nroposals for 2023 - for example, an
average merit increase of 3 8% UK



management and average of 5% for those below
management levels. We have also extensively tailored
our employee benefits schemes in each geography
to focus on what matters most to local people. The
Board had regular oversight of the measures taken
in 2022 and those we are taking in 2023.

Helping employees build their career at
Synthomer

What was already a competitive recruitment market
has become even more challenging in recent years
as a result of the pandemic and talent shortages,
particularly in the USA. If we are to continue attracting
the very best peaple, it is more important than ever
that we have the tools and policies to help peaple
see Synthomer as a place to build their career.

As well as launching a new careers website,
complete with employee testimonial videcs, we
rolled out new training to help strengthen our hiring
managers’ recruitment skills.

We also introduced a new performance managerment
framework designed to encourage continuous
performance conversations between employees
and managers. The framework includes a dedicated
development conversation, 1o help employees build
on their existing strengths and identify gaps and
opportunities to develop new skills. Meanwhile,
employees and line managers can now use our
digital HR tool to share, or request, specific feedback.

Driving professional training and development

Our functional excellence teams continued to
make progress in setting out clear career pathways
and expected skills levels this year. For example,
Commercial Excellence designed a maturity
framework to identify the capabilities we need

to execute cur strategy. As a result, the team has
developed a new sales training initiative that will
help our commercial teams strengthen the way
they support customer needs and strive for
commercial excellence,

Meanwhile, our latest cohort of 15 employees from
Europe and the USA completed their Manufacturing
Excellence Academy training. This programme
includes arcund 20 modules on topics such as
occupational safety, reliability and asset integrity,
and project excellence. The seven-month
programme also focuses on identifying ways in which
participants can apply what they have learned back
on-site. In addition, our Innovation Exceltence team
has developed a career development framewaork,
which we will roll out in 2023. We are now carrying
out a similar initiative in Procurement Excellance.

Our short-term objectives:
ethics and compliance

We set ourselves a series of ethics and compliance objectives for
2022 to continue strengthening our processes and training in this
IOt Lt afed

2022 Deliver a plan to continuously improve
our compliance framework

Enhance our risk assessment processes

Review our Code of Conduct
for 2023 relaunch

Further enhance our compliance training

We have set ourselves a series of ethics and compliance objectives
for 2023, which can be found on page 83 in our Risk report.

Maore detalled information on our progress against our 2022
objectives can be found throughout this section

To support these initiatives, we have also continued iImplementing
our new Global Learning Management Systemn, which we are
rolling out across our tocations in stages. The systern has been
nstrumental in delivering sorme of our major global training
initiatives this year, including in compliance and ethics and our
Pathway business transformation programme. Pathway is
helping us implement cur new ERP system and contains around
100 different learning modules, which have been completed by
more than 900 people across Synthomer this vear.

Ethics and compliance

We expect everyone who works with and for Synthomer to act with
integrity and respect — as enshrined in our values. We have done
alot of work in recent years 1o improve compliance awareness
across the Group and help employees do the right thing. That
work includes a dedicated, Company-wide compliance portal,

a regular compliance blog and global compliance roadshows.

This year we continued our ongoing review of cur compliance
framework. This involved detailed discussions between our Group
Compliance Manager and members of our business divisions and
functions to better understand their activities and related risks,
as well as working closely with our Group Internal Audit team.
A plan for short-, medium- and long-term improvements will be
presented to our Audit Committee in May 2023

We also carried out a detailed bribery and corruption risk
assessment to track the current controls we have in place to
manage risk and identify further areas of improvemnent in our
existing compliance framework. We are addressing those areas by
introducing revised controls in our higher-risk compliance activities

As part of a complex global value chain, we prioritise and
understand the level of bribery and corruption risk when working
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Synthomer and sustainability

People continued

with third parties. To address this, we have
invested in a third-party due diligence system
to centrally rmanage our global due diligence
processes, including ‘in-life’ monitoring. This
will help us to strengthen the way we assess
each third party and ensure that appropriate
and proportionate risk-based levels of due
diligence are carried out periodically.

we expanded the scope of our Ethics
Helpline so that any third party working
with Synthomer can raise a concern.

Im addition, we invested in a new
compliance branding initiative to raise
awareness of the externally hosted
helpline. We also ran our first compliance
roadshow in 2022 in Asia, followed by
events in EMEA and USA in early 2023,

We also began reviewing our Code of Conduct
to prepare for a relaunch in 2023 To support
our refreshed Code, we wili introduce a new
set of standalone policies setting out our
expected controls and procedures

In 2022, we successfully completed
compliance integration of our newly
acquired adhesive resins business.

See our Risk report on pages 73 to 83
for more information on how we manage
Qurrisks.

Responding to the European
Commission investigation into styrene
monomer purchasing practices
Following its investigation Into styrene
monomer purchasing practices between
2012 and 2078, the European Commission
{EC) issued Synthomer a €43.0 million fine,
This is a matter we have taken very seriously
and have fully cooperated with the EC

At the request of our Beard, our Legal and
Compliance team carried cut a detailed
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review of our procurement function and
purchasing activities tc ensure continued
compliance with applicable competition laws.

While we have had a compliance framework
in place for many years, including a robust
training programme that covered
competition law compliance, we carried out
further work following the Commission’s
inspection. This has helped to further
enhance our existing framework and the
compliance culture within Synthomer.

For exampie, we appointed a dedicated
Global Compliance Manager, improved
our ‘Speak Up’ process with the expansion
of our Ethics Helpline, enhanced our
competition law compliance toolbox,
which employees can access online,
enhanced our training, and introduced
'Legal Business Partnering’ for more
bespoke engagements between our Legal
and Compliance team and the business.
This helps promote a better understanding
of risk areas and individual training needs.

We have alsc refreshed our competition
law e-learning training {alongside ocur
other compliance training) over the past
few years. We have rolled that training
out alongside face-to-face workshops for
relevant employees whose work 1s more
affected by competition law issues

In 2022, our Legal and Compliance

team ran a workshop with our Executive
Sustanability Steering Committee about
compliance issues when working with
competitors and peers on sustainability-
focused initiatives. The team also
faunched a new face-to-face competition
law workshop, which aims to use relevant
scenarios to bring compliance to life, and
addressing competition law risks involved

in both sales and purchasing activities. Ang
it held specific sessions focusing on the
outcome of the EC investigaticn with
relevant employees across the business.

Cur Board also requested a review of our
compliance framewaork as it relates te
competition law compliance. This was
carried out by our Internal Audit team.
The review noted strong governance and
robust controls, subject to a few areas
for further improvement.

New training to strengthen our
compliance skills

We launched several ethics and compliance
training initiatives this year, including new
e-modules on data protection and our
Code of Conduct.

Training on our Code is mandatory for
all ernployees and is something we
closely monitor.

To read our Code of Conduct in full, visit
https://www synthomer.com/investor-
relations/corporate-governance/ '
code-of-conduct/ o

We also continued to run our anti-bribery
and corruption, and anti-competition
e-learning modules this year, with strong
participation in both modules.

Raising awareness of modern slavery
We plan to launch our first Modern
Slavery training by the end of 2023 We
are also working to develop a Group-wide
campaign highlighting modern slavery
awareness in supply chains. This will be
led by cur Human Rights Waorking Group

For more information on how we are
addressing modern slavery issues in our
supply chain, please see page 52 in our
Products section.



Our communities

We want the communities who live near our sites to thrive,

and encourage our employees to get involved in local
volunteering opportunities.

Our Vision 2030 target:
our communities

Provide volunteer support and financial
contributions in excess of £1 million a year
to advance education, public health,
diversity and environmental stewardship

Target £1m
2022 £1.25m
2021 £0.93m

Qur Vision 2030 target reflects our desire to take a more strategic,
long-term approach to community support. A significant proportion

of our funding target will come via the Synthomer Foundation for
CoMMUNIty projects in the USA This year, the Foundation
contributed £1.17 million (up from £830,000 in 2021).

Community support bounces back

This has been a good year for our Synthomer Cares
community and volunteering programme, with
activities close to pre-COVID-19 levels. Our sites
continued to support projects focused on education,
environment and social support. For example:

Italy — provided funding to support scholarships
for students studying chemistry at two local
technical institutes,

Czech Republic - created a programme with local

schools that includes a recruitment fair to promote
chemistry as an attractive field of study and work, a
young chemist competition and Project 'Chemistry
Elixir’ — a training centre for chemistry teachers.

Partugal - supported a back-to-school pragramme
with ‘Terra das Sonhos' (which means dreamland).
In all, 10 volunteers helped orphaned children on
their first day of school, by providing schaool
materials and persona!l support.

Malaysia - supported a range of sustainability and
egucation initiatives, including a beach clean-up day,
planting vegetable gardens at a charity horme and
donating computers and printers to a local schoal.

China - to support the health and safety of local

communities in the face of high COVID-19 cases,
employees volunteered to distribute food, antigen
tests and medicine.

USA - activities this year included employees at our
Jefferson site volunteering to plant flower beds in
the tocal community, and employees in Cuyahoga
helping out at the urban farm of the Boys & Girls
Clubs of Northeast Ohio, Cleveland with weeding,
rubkish collection and general chores See 'Strong
performance from the Synthomer Foundation’ on
page 72 for more exampies of our community

activities in the USA

While we aim to prioritise projects that support
certain issues, we saw a rise In general charitable
giving this year. This is because many colleagues
were kean to support people affected by the war
in Ukraine. For example, our sites in the Czech
Republic, Germany and Portugal collected financial
denations and essential goods, such as clothes and
hygiene products. Contributions were gathered
by local municipafities and non-governmental
organisations and then sent to Ukraine. At Group
level, Synthomer also donated £100,000 to the
Red Cross/Red Crescent Ukraine Crisis Appeal.
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Synthomer and sustainability

People continued

Strong performance from the
Synthomer Foundation

This year was a particularly good one for
the Synthomer Foundation, contributing
£1.11 million to community activities. Of
that, the Foundation's largest contribution
went to Northeast Ohio United Way.

Other USA-based activities included
Northeast Ohio employees buying
‘candygrams’ to send to co-workers,
with proceeds going 1o United Way,

and collecting and distributing gifts to
families in need during the holiday season.

Employees at our Akron Technical Center
also decorated a 'Chemis-tree’ with
periodic table elements, glitter test tubes
and 3D-printed molecule ornaments.
The tree was then donated to Akron
Children’s Hospital as part of its annual
Christmas Tree Festival, during which
community members bid on different
trees to raise money for patient care
programmes, education and research.

Consolidating our approach to
community support

Qur new global volunteering network,
formed in 2021, has helped drive
consistency into our community
programme this year

Corporate and social responsibility {CSR)
representatives frem each site propose
and present initiatives to their regional
coordinator on a regular basis. Those
regional representatives then meet with
our central team on a quarterly basis to
discuss project proposals and share
volunteering 1deas. They also track
high-tevel metrics, such as the number
of volunteers and hours volunteered.
The network is actively supported by
an executive sponsor and HR netwaork.

We want 1o encourage more employees
to get invelved in community activities
and have now made our matched-funding
pragramme available to everyone
Previausly this opportunity was only
open to UK employees.

We also continued to develop a ‘working
with the community’ compeonent to
our talent development and graduate
programmes in ail our key regions.

Next year, we want to support more
environmental ccommunity projects.

We have set cur new cohort of six
graduates a volunteering chalienge to
raise awareness among site colleagues
about the growing importance of water
and biodiversity This will also give us
pilot studies that we can eventually
replicate and adapt for other sites.

Participation rises in
Synthomer Cares week

In May 2022, we ran our second annual Synthomer
Cares week. Employees around the world helped
raise funds, support local communities and
connect with one another through a range of
activities. Our biggest event was our global charity
run, invelving more than 530 employees - 10% of
our workforce - across 16 countries. Together,
they clocked up 29,000 kilometres, raising more
than £12,000 for eight not-for-profit organisations
across three regions.

Our Sokolov site, in the Czech Republic, held a
‘155 Line Day’ event for primary schoels, helping
more than 200 children learn more about the work
done by the Karlovy Vary Region Rescue Service.
The event included a first-aid simulation and an
opportunity for children to hear about the sort of
rescue work the team carries out. Children could
see an ambulance vehicle provided by the Karlovy
Vary Region Rescue Service and a fire truck
exhibited and provided by the Karlovy Vary Fire
Rescue Service.

In Marl, Germany, our employees took part in an
environmental clean-up event held around our
offices. As a result, coffee-to-go cups, bottles,
cans, food packaging, camping equipment,
clothing and disposable masks were all collected
and disposed of properly.
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Our extensive portfolio of high-solids
styrene-butadiene rubber lattices has
been developed to provide high-end
insole performance within a range of
flexibility and comfort parameters.
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Risk

Managing risk

We continue to adapt our approach to risk to keep pace with our
changing business and the broader environment we operate in.

The expansion of Synthamer to include our new adhesive resins business, and our refreshed
strategic focus and divisional structure, has meant evolution across the business - including
in the way we approach risk. While the principles underpinning our approach remain the same,
we have made progress on our risk governance, we have comprehensively refreshed our principal
risks — which we discuss in mere detail In this report — and we have continued to adapt our risk
management framework to ensure our business is protected while we pursue our strategic objectives,

Principal risk Page

Strategic risks

Delivery of our strategic
o initiatives o 78 @

Demand uncertainty and
e competitive dynamics in o 79
the nitrile gloves market

Demand reduction o 79

Likelihood

Technology and

nnovation 80 @ o

Operational risks

e Process safety 80 e
Disruption in supply to
e our customers m 81 @
0 IT and cyber security 81
Impact
Energy securnty and m
o B2

price risk in Europe

This heatmap illustrates the relative positioning of our principal risks based
on the three dimensions we Use 10 assess our risks: the likelihood of the risk
materialising, its potential impact and its velocity — the time between the
Ettes and compliance 83 risk crystallising and the impact being felt

Compliance risks

This is based on the residual (net) ratings after considering any mitigating
controls. Pages 78 to 83 provide mere detail an our principal risks and
our mitigation activities in 2022 and those planned for 2023,

Financial risks

@ Financial markets 83
and balance sheet Given many of these principal risks are new, or consolidated, we have not presented

details of their movements and trends compared with the prior year in the heatmap.

New risk

Ce

Higher velocaty
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How we manage risk

We use leading risk management
techniquas to help us moke good
decisions ahout business opportunities
while protecting our sites, systems,
employees and other key stakeholders.

Risk governance and oversight

Our Board

I he Board 1s responsible overall for
ensuring that risk is effectively managed
across the Group and for creating the
framework for our risk management to
operate effectively. The Beard continues
to set our risk culture and the risk
appetite it is prepared to accept tc
achieve the Group’s objectives. It also
cantinues to set our wider risk tolerance,
within which it gives the Executive Team
authority to manage the business.

Risk appetite statements for our
principal risks are embedded in our risk
management framework and, following
our recent principal risk review, we will
update them as part of our standard
governance processes to make sure
they reflect strategic changes.

Audit Committee

On the Board's behalf, the Audit Committee
reviews and assesses the effectiveness of
the Group's risk management and internal
control processes and monitors our

risk exposure.

In 2022, the Audit Committee continued
its programme of risk deep dives. This
gave management the cpportunity to
explain directly to the Committee the
assessed risks, the associated controls
in place and any other mitigating actions
they had planned. The Committee carries
out reqular deep dive risk reviews for
each of the Group's divisions, as well as
specialist functional risk reviews intc
plant control systems, strategic sourcing,
insurance and pensions. The Committee
also reviewed summaries of the work
done by the Internal Audit team, which
operates a risk-based audit plan.

Together, our risk management system,
the Audit Committec’'s deep dives and
our associated assurance work are
designed to make sure risk is managed
within our risk appetite, rather than to
eliminate risk completely.

Executive Team

The Executive Team is responsible for
identifying and managing our strategic,
operational, compliance and financial
risks using the risk management
framework. It also makes sure our risk
management policy is implemented and
embedded in the busginess.

Executive Risk Cammittee

Our new Executive Risk Committee (ERC),
intreduced in 2022 and chaired by the
Chief Financial Officer, is responsible for:

® Conducting top-down risk
assessments and reviews

® Maintaining an overview of the key
risks identified across the Group and
how adequate our risk respanses are

® Assessing and reporting on principal
and emerging risks to the Audit
Committee and Board.

Division and function risk owners

We have a structured risk management
framewcrk that cperates at division and
Group function level. We use a standard
methodolegy to quantify risk, with a risk
assessment matrix to make sure risks
are assessed consistently. The risk
matrix looks at three risk dimensions:

® Thelikelihood of the risk
materialising

Its potential impact

The velocity — the time between the risk
crystallising and its impact being felt.

Qur divisions and functions conduct their
own bettom up rislk asscoosments and
record them in a risk register using the
Group's standard risk management
rethodology. They assess risks at both
an inherent (gross) level and a residua!
{net) level, considering the mitigating
controls that are in place. Risk owners
also identify any additional activities that
could mitigate the risk in line with our risk
appetite, accepting that some level of
risk-taking is necessary.

Three lines of defence

We operate a 'three lines of defence’
assurance model.

Line 1

Qur operational management and employees
form our first line of defence, responsible
for managing day-to-day risk in their own
areas They are guided by Group policies,
procedures and control frameworks.

Line 2

Our second line of defence includes our
Group Risk function, which develops and
manages the risk management framework
and engages with management to identify,
agree and update nisk information. This
line also includes other compliance and
assurance functions - for example, Group
safety, health and environment (SHE),
Regulatory Affairs, Compliance and 150
audits — which review how effective the
mitigating actions and controls are.

Line 3

Our Internal Audit team provides our third line
of defence It provides independent assurance
on internal controls and risk management
processes. Our statutery auditors provide
external assurance ¢on the financial
staternents, while an external specialist
provides assurance arcund 1SO standards
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Risk

Managing risk continued

Managing risk at a glance

Board of Directors

Sets the nisk culture and risk appetite. Has overall responsibilty for reviewing
and approving our principal risks

: Top-down :
. Risk assessment !

Audit Committee

Risk and Assurance

Establishes the
risk management
framework

Supports the Board to monitor risk exposure. Reviews principal and emerging

risks and the effectiveness of risk managerment and internal control processes.

Provides challenge 1o Executive management where appropriate.

i Executive Team/Executive Risk Committee

Reports on principal and emerging risks to the Audit Committee and Board.

Provides guidance
and challenge to
divisional and functional
risk owners

Conducts top-down rnisk identification and review. Ensures risk management
policy is implemented and embedded in the business and appropriate
responses are taken to manage risks,

Divisional and function risk owners

. Bottom-up :
! Rigk assessment
Divisional and
functional

Responsible for risk identification, management and controls within their
division and function, Identify and assess risks, determine and monitor risk
responses, and ensure operating effectiveness of key controls and progress

of actions to manage risk

Assessing our principal risks

Risks affect us in many ways. Across

our business, we identify the likelihood,
potential impact and velocity of risks through
our formal twice-yearly risk assessment
submissions by divisions and Group
functions, which have regard to the challenges
and also risk mitigaticn opportunities
provided by the relatively short customer
order-to-fulfilment cycle in most of our
businesses. Management ig also empowered
and enccuraged to manage and react to
risks as part of normal day-to-day decision
making. We use the Group's risk methodology
to assess the risks involved in significant
projects, including change programmes
and the integration of businesses we have
acquired. These reviews, together with our
three lines of defence, enable us to establish
effective controls to manage our risks

In 2022, as part of our integrated risk
management framework, the ERC
conducted a robust assessment of our
principal risks and uncertainties.

Although this review process is routinely
embedded in cur governance processes,
it was particularly relevantin 2022 given
our refreshed strategy, changes in market
conditions, and the macroeconomic and
geopolitical envircnment
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Our key risks

We categorise our risks — and consider
how effective our mitigating actions and
controls are - in four areas’

® Strategic risks that could prevent us
achieving our strategic objectives

® Operational risks that, if not
successfully managed, would
threaten our viability - these
relate to our ability to operate a
sustainable and safe business

® Compliance risks, where a breach
of regulations or laws could lead
to fines from reguliators or to
reputational harm, which may
disproporticnately affect our
standing in the investor and
wider community

® Financial risks relating to the
Group's funding and fiscal security.

Inits review, the ERC concluded that these
key risk categaries remain relevant —
and we outline these in the next table.

In parallel, the ERC comprehensively
refreshed cur principal risks to make sure
they were aligned to our new strategy and
the business environment, and to remain
agile in how we manage risk. These
changes are also outlined in the next table

Aggregates risk
information and helps
management to identify

principal risks

The principal risks and uncertainties

on pages /8 to 83 provide more detall
about these 10 revised principal risks.
Our Board and management feel these
risks pose the greatest threats to our
business. They fall into categories that
relate closely to our strategic objectives
and business madel. The risks listed are
not in any pricrity crder, nor are all the
risks we face listed

The nature of risk changes over time, with
new risks emerging and the effect of others
changing. Our risk management and
assurance programme can only provide
reasonable, not absolute, assurance that key
risks are managed to an acceptable level,
This is why we cannot provide absolute
assurance against misstatement or loss.

Emerging risks

As well as known risks, we identify and
analyse emerging risks — and the need to
mitigate them - as part of our existing risk
management processes. Emerging risks
are events that present uncertainty. They
may affect us in the longer term, but we do
not currently have sufficient information to
understand and assess the likely scale,
impact or velocity of the risk — or to define
an appropriate risk response.




Through the ERC, Audit Committee
and Board, we continue to embed and
discuss emerging risks as part of our
risk programme, to make sure they are

appropriately considered and monitored.

In some cases, emerging risks are
superseded by other risks or stop being
relevant as the environment we operate
inchanyes. We cunilinue lureview and
identify new emerging risk trends to
evaluate the effect they would have,
including on our principal risks.

Climate change

We have assessed climate change as
an emerging risk because it continues
to evolve - so it remains integral to our
risk management processes. Having
thorcughly reviewed climate change
risks and opportunities with input from

approach last year, we believe climate
change risk is best managed within our
principal risks rather than separately,
as a standalene principal risk.

So, as part of our risk review, we have
integrated climate-related risks into our
principal risks, including physical risks

- primarily the potential impact of
droughts, flooding, rises In sea level and
extreme temperatures on business
operations — and transitional risks -
primarily the potentiat impacts of carbon
taxes, market changes and environmental
pclicy changes. In doing so, we recognise
the heightened ability of climate change
to affect our:

® Delivery of our strategic initiatives

® Technology and innovation

Disruption in supply to our customers

Energy security and price risk
in Europe

® Ethics and compliance

Throughout 2023 we will keep developing
our approach to climate change risk
reporting, to make sure our risk
management framewcrk continues

to address all the relevant requirements
of the Task Force on Climate-related
Financia! Disclosures (TCFD). If we fail
to effectively respond tao this risk, we may
compromise our reputation and strategy
for growth, which is why we are closely
maonitoring it and will continue to evaluate
whether it should be considered a
principal risk in the future.

scenario analysis, and in line with our

Principal risk and category

Strategic risks

Delivery of our
strategic initiatives

Demand uncertainty
and competitive

dynamics in nitrile
gloves market

Demand reduction

Technolegy and
innovation

Operational risks

Process safety

Disruption in supply to
our customers

IT and cyber security

Energy secunty and
price risk in Europe

Compliance risks

Ethics and compliance

Financial risks

Financial markets
and balance sheet

m New sk

A new principal nsk that reflects our refreshed strategy. It replaces three previous principal risks Pecple and
talent retention, Mergers and acquisitions, and Change programmes.

A new principal risk that reflects the destocking in the NBR (and nitrile glove) market following the pandemic

A new principal risk that focuses on demand reduction as a result of the challenging market conditions
of the past year. This risk replaces the previous principal risk of Volatility and compettion

A minor refresh of our previous principal risk of Innovation and intellectual property, reflecting the critical role
technology plays in our ability to innovate.

This refocuses the previous Safety, Health and Environment principal risk to reflect the heightened
importance of process safety, given the inherently hazardous chemical manufacturing industry we operate in.

A new principal nisk consolidating the two previous principal risks of Loss or failure of a Synthomer
site and Security of supply of raw materials, goods and services. It reflects our focus on operational
and commercial excellence.

A minor amendment to the previous principal risk of IT security, 1@ reflect the critical importance
of cyber risk. This principal risk now also includes elerments of the previous Change programmes risk,
because we recognise that IT is a key enabler.

A new principal risk to reflect the effect recent geopolitical events have had on energy supply
and pricing in Europe.

This principal nisk remains the same as last year.

Arefresh of the principal nisk previously called Financial risks. It reflects the increased financial market
volatility given macroeconomic and geopolitical uncertainties.
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Risk
Principal risks and uncertainties

These pages show the most significant risks to our business. There are other,
lower-level risks that can affect the Group's performance: these are also actively
managed through our risk management framework.

Strategic risks

Delivery of our strategic initiatives

Risk owners: Jan Chalmovsky, President Strategy and M&A, Alice Heezen, Chief Human Resources Officer

Link to strategy

Description

After two large acquisiions in 2020 and 2022,

we have developed a new strategy to reshape the
Group and become a speciality solutions platform
for the coatings ang constructian, adhesives, and
health and protection market segments

N

2022 response

® We have started to implemert this strategy,
including the divestrnent of our Laminates,
Films and Coated Fabncs businesses to Surteco
North America Inc

InQctober 2022 we announced a new divistonal

2023 plans

L ]

We will continue to assess our strategic position
N terms of divesting our non-tore businesses to
rationglise our portfolio, reduce complexity and
increase our focus on our end-market
orientation

Going into 2023, we continue to face significant orgarusation structure to support this strategy ® Inline with our differentiated steering pillar, we
macroeconomic uncertainties, unprecedented and reduce complexity, while staying focused on will continue to review and allocate capital and
energy price costs and fluctuations, and a stretched our end markets and geographies talent 1o support our strategic prionoes
bfaflance T’heﬁt If we do not manageme;f”:acmrrs & We have set clear priorities in line with our ® We will continue to strengthen our internal
effectively, thay may pose a risk to Cefivering ou strateqic Initatives, including differentiated communications function ta help us take a more
strategic initiatives steering In how we allocate capital and talent strategic approach to employee
In thlsrcom‘exl,our ermployees are our grfEﬂtesg ) & \We have continued 10 evolve our peaple agenda communications
asset 'dn Ze IVENng our strategy success rL\JsinnaL\j and culture this year to support our new strategic @ We will continue to develop ang implerrent
éxpande 5'|Z|e' new SEralegyfand new mts of goals and to help employees see Synthomer as a traning programmes to make sure all employees
f;,;ug:;;i"g;[:san change for many par place to build & long-term career have the necessary tools and support avaitable
1 |
p ble 10 Att 0t et  qevelo ® To support this, we have to them These programmes include
we are unable 1o attract, retain and dev _ ;
the people and talent we need, we may face ~ Established the Glonal Leadership Team (GLT), Resitience and wellbeing awareness
difficulties delivering and executing our strategy adiverse group of leaders representing all - Inclusive leadershio
and transforming the business This is particularly market _segrnems, business units, functions - Agenda and resource planning
relevant given that talent markets are becaming and regions, which provides clear girection on A
increasingly challenging strategic initiatives, focus and priontisation - Priority management and simplification
- Strengthened our internal communications ® We will strengthen our focus on leadership
to employees and uncertaken employee capabilities and continue to develop empawered,
engagement activities to respond to aglle leaders who act as rale models, coaching
results of the 2021 Your Voice employee and developing their teams, ana who are
engagement survey prepared 1o lead change to successfully drive
our business strate
- Progressed our DE&J agenda through oy
leadership engagement sessions new ® we will continue to equip our leagers with
Employee Resource Groups, e-modules on effective taols and technigues to maximise our
inclusive recruiting, and the start of a D&I change-rmanagement capability and to provide
Armbassador Network continuity as we deliver our strategic initiatives
® Wewill continue to check our progress arcunc

Link to strategy (see page 12)

Crgamic growth in attractive
end markets

Rigerous and consistent portfolic management
o oulle focuses, leacing positions

Operational and commerc-al
excellence in how we run cur business
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Differentiated steering in how
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Owersity, ecuity and nclusicn
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Critical enaaler
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launching a sharter annual ‘oulse’ survey in 2023



Strategic risks continued

Demand uncertainty and competitive dynamics in the nitrile gloves market

Risk owners: Rob Tupker, President, Health & Protection, Performance Materials and Asia

Link to strategy

Description

Demand for mitrile gloves depends on many factars,
Although underlying demand for gloves remains
robust and 18 growing, short- and medium-terrn
factors can have a material effect on demand

for NBR

Some of the main risk factors that contribute to
uncertainty include substantial glove destocking
fallowing overstocking during the pandemic, more
gloves being manufactured outside Southeast Asia,
notably In China, and government incentive
programmes, particulariy in the USA, for localised
PPE production, including gloves.

Demand reduction

Risk owners: Divisional presidents

Link to strategy

Description

The performance of the markels we operate in Is
fundamental to our growth We have seen
chalienging conditions, including high inflation, over
the past year as a result of global geopolitical and
macroeconomic events This has led to weaker
overall demand in our end markets, especially in
segments for durable end-use products

Thiz may be exacerbated by increased
campetition, with capacity expanding in China
and Asia This could see a reduction in demand
inour end markets, decreased margins anc/or
loss of customers

[N

2022 respense

@ Wedelayed our NBR capacity expansion
investments in Malaysia in the shaort term, given
the current market weakness, post-pandemic

® We delivered short- and medium-term
cost-effectiveness programmes, which included
headcount adjustments in operations and
engineering

® We callaborated with customers to forecast and
rmanage short-term demand, given end-market
supply chain dynamics in key geographies

N

2022 response

® We reviewed aur commercial approach o
address inflationary costs and energy Increases
as far as competitive dynamics allowed

® We delayed our NBR capacity expansion
investments in Malaysia

® |n Adhesive Solutions, we deployed our first
process response to reduce gas usage We did
this in the form of re-piping, to burn co-products
as fuel on one unit We also stayed competitive,
despite adverse gas costs

® We announced a programme to deliver
£150-£200 million in cash savings by the end of
2023 The programme consists of suspending
the dividend, reducing working capital and
capital expenditure, and making cost savings

2023 plans
® We will continue tor

— Collaborate with customers to make the nitrile
glove supply chain in Southeast Asia more
competitive, with a key role for local nnovation
at our Asia Innovation Centre in Malaysia

- Work vath customers, distributors and
end-market users 1o increase demand
visibility across the nitriles value chain

— Pursue a share of demand growth with a
specific focus on underserved customers

® ‘We will strategically evaluate global glove
and NBR competitive dynamics, and the
ronsequences for our NBR manufacturing
footprint, in ine with our medium-term outicok

2023 plans

& We will continue 10 put more cost-impravement
imitiatives in place in our operations, Nciuding
product/plant footprint assessments and energy
improverments

® We will deliver innovation programmes focused
on process and product improvements, leading
ta cost benefits that will be realised by both the
Group and cur customers

& We will pursue a share-of-demand
growth strategy with a specific focus
onunderserved customers
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Risk

Principal risks and uncertainties continued

Strategic risks continued

Technology and innovation

Risk owner: Marshall Moore, Chief Technology Officer and President, Americas

Link to strategy

Description

Innovaticn 1s a critical enabler for our growth
strategy In adduion 10 differentiated performance,
our customers and end users are iookmg for
Improvernents in our sustamability - like a
low-rarhen faotpnnt and circulanty

If we fail to effectively 1dentify opportunities and
execute innovation programmes, we could fail to
realise growth opporiunities and potentially lose
market share

When we innovate successfully, fallure to protect
our intellectual property (1P} could see us lose
compettive advantage and value fram our
InvestMents

Operational risks

Process safety

2022 response

® This was the first full year of our enhanced
Innovation management processes, INCluding &
rigorous yet agite project management structure,
ant a new Group-wide process to manage our
innavatwn partfolio These improved pracesses
increase our hkelihood of success, and so
mitigate the overall risk of failling to Innovate

& T find opaortunities for innovation, our
Group-wide ideation platforn: has also been
expanded. It encourages our people to submit
clearly defined opportunities and to
communicate these across our businesses

® The Sustainability Benefit Assessment
Scorecard implemented in 2021 was enhanced
in 2022 tc olace an increased and more balanced
errphasis on downstream sustainability
benefits This means we will deliver value from
sustainability to customers and end users

® We continued to implement a new trade secret
pohcy We alsentegrated ine |P porifoho covenng
the adhesives araducts we acquired in 2022

® We have develeped and delivered multimedia
training programmes to make sure all ermployees
involved innnovation are fully aware and compliant
with their responsibiltties far IP production

® We made signsficant progress in our newly formed
Technology Platforms group an developing new
cherustries for the long term — technologies that
offer differentiated performance and enhanced
sustainability This pipeline bolsters the
market-criven innavation programmes under
way in our business divisions

Risk owner; John Hamnett, Grouo Globa! SHE & Enginegning Lead

Link to strategy

Description

“he chermicat manufacturing incustry is inherently
dangerous It inveives ransporting, stoning and
processing hazardous cherucals, which leads to
wide-ranging exposure 1o process safety risks

The acculsimion of the aghesive resins snes in 2022
saw our rnisk profile ingrease for two reascns the
high temperatures and pressures these units
operate at ana core technology that 1s outside our
SEVIOUS EXPErtise

A significant process safety incident coule affect
the safety of our people andsor local communities

Thes could result in significant operational disruption,

regulatory fines ang/or reputational damage
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2022 response

® Cur management pregram mMes reducec
flam=able material loss of contamnment (LOC)
- a key lagQqing indicator = oy 40% year on year

® ‘We have delivered a 33% reduction in our key
leacing orocess safety KPI which measures
potential near-miss events, since its introduction
in 2021

® \We updatec ancreissued our ‘Black Book™ — our
corporate memory or lessons learnt - in 20272,
soitnow includes legacy OMNCVA Incidents

® We completed 98% of our highest prionity SrE
imarovernent actions ired flag; an 2022

® We now have a specialist process safety
resource incur LS region 10 support sites

2023 plans

® We will embed more improvement opportunities
as we Integrate innovation management systems
with financial reporting, forecasting and customer
reiationship management systems. This will help
1o streamiine haw we commercialise products
and let us have sight of that process
automatically Inturn, this shouid Increase
our rate of success and speed to market

® Through our Innovation Excellence framework,

we have increased our focus on skills
development, on mplementing advanceg
experimentaf design and modeling and cn
artificial intelligence methods We will continue
to expand on this in 2023.

® ‘We intend to contribute to our plan to transition
10 a nel zero econemy by researching non-fossil
raw materials and developing more resaurce-
efficient industnal processes.

2023 plans
& We will continue drving our existing

management programmes at all our sites

® ‘We will extend gur process hazard analysis

studies to cover hot-oll utility facities, following
the fire in Fitago (see page 57}

® We will continue to develop our Black Book

to include any histone process safety events
1N the adhesive resins businesses we acaured

® We will extena our process safety networks to

nclude the adhesive resing sites



Operational risks continued

Disruption in supply to our customers

Risk owners: Divisional presidents

Link to strategy

Description

Secunty of energy and raw material supplies,
and plant availability and reliability, are critical to
maintaining supplies to our customers

These may be affected by external factors, such as
market shortages, short- and/or long-term physical
climate-related disruption (including weather
events and natural disasters), pandemics, global
macroeconomic and gecpelitical events, or an
internal event that affects plant avallability,
reliability or safe operations.

All these factors could lead to a disruption in supply
to our customers, which may subsequently have an
adverse effect on our reputation — especially in ight
of our strategic commitment to operational and
commercial excellence

IT and cyber security
Risk owner: Lily Liu, Chief Financial Officer

Link to strategy

Description

An 1T security breach or data-centre putage that
has an adverse effect on our systems - including
Enterprise Resource Planning (ERF), SHE databases,
communications and industrial control systems —
may affect our ongoing operations, i may see us
lose intellectual property or face regulatory fines,
which might undermine our competitive pasition
ang cause reputational damage

Any unforeseen changes or system faults that
occur when majar change programsmes are
implemented may disrupt our operations,
potentially increase costs, and/or affect our
ability to deliver custormer requirements

N

2022 response

We implemented our halistic procurement rnsk
assessment, addressing a broad range of risks.
including ESG risks

We responded to the challenges presented by
the high volatiity and supply chain disruption
triggered by the war in Ukraine with no material
impact an security of supply We:

- Used our proactive nsk assessment 1o
secure alternative sources and create a
diverse supply base

- Are increasingly focused on sourcing raw
rmaterials locally ar regionally to reduce risk

- Agreed medium-term targets far our suppler
audits and delivered against these in 2022

Each division has robust pragrammes in place
around plant reliability improvements and safety,
health and enviranment (SHE) risk, as well as
assoclated SHE and sustenance capital
expenditure requirements to drive reliability and
minimise disruption in our supply to customers

2022 response

We continued to enhance our security defences
with more security investment and through our
waork ta rmplement the Group Cyber Security
Plan. Our activities included

- More enhancements to privileged
account management

- Atraiming pregramme to INncrease awarensss
of the upgraded Group Acceptable Use Policy

i

Risk reviews and reporting againstIT security
key risk indicators

Planning to simulate and test crisis
response plans

Ralling out our Domam-based Message
Authentication, Reporting and Conformance
{DMARC) anti-fraud email tool to authenticate
emall traffic

Our data-centre hosting activities are IS0 27001
certified and subject to comprehensive
continuty requirements, including regular
backups, which are stored in a separate location

We continued to iImplement cur Pathway
business trangformation programme. This
included upgrades 1o our latest global template
ERP systerms — using effective governance,
extensive system testing and business readiness
tocls - with no significant business distupticn

2023 plans

We will continue to address therisks
associated with single-sourced raw matenals

We will continue to evaluate and ensure each
division has appropriate engineering resources
to help sites manage their capital expenditure
and asset integrity and reliability programmes.

Key 1n 2023 will be fully incorporating the
acquired adhesive resins sites INto our
operational and commercial excellence
Intiatives, Our Manufacturing Excellence
programme, as part of these initiatives, will
be launched across these new sites 1o track
productivity and efficiency improvements, and
drive improved plant reliabity and continuity
In our supply to customers

2023 plans

We will continue to enhance our security
cefences through our werk implementing
the Group Cyber Security Plar Our planned
activities include

- Ongoing investigation of new potential
security 1ssues and risks

- Additional simulation and testing
of crisis response plan scenanos

- Independent security risk audits

— Continuing to roll out cur DMARC anti-fraud
emall tool to adthenticate email traffic

- Evaluating our data-centre redundancy stralegy

We will also continue to use effective
governance, as well as engagement, system
and business readiness tools, at key stages
of the Pathway deployment Iifecycle
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Risk

Principal risks and uncertainties continued

Operational risks continued

Energy security and price risk in Furope

Risk owner: Stephen Blackburn, Vice President, Group Procurernent

Link to strategy

Description

The war in Ukraine led to sanctions on Russian
energy exports and a recuced gas pipeline
supply ta Europe in 2022 While volumes can be
compensated for through Lquid natural gas
Imports, this 1s subject to giobal pricing, and

depends on the avallability of infrastructure, levels

of gas storage and demand, whichis primarily
driven by weather conditions

Significant price nises couid reduce the
competitiveness of our European businesses,
because of Increased production costs and our
inability to pass on these costs to customers,
given increased competition from other regions
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(N

2022 response

® Weavoided the worst of the volatility and price
peaks seen in the European market in 2022
because of our long-term electric power ana gas
procurement strategy, which is focused on
farward budget cost protection We aiso
completed a full review of this strategy, given the
unprecedented market rises, and refined it by
business area to consider the energy intensity of
sites and products

® We estaplished new supplier agreements where
we had seen supplier financial instability or
market disruption

® We have reduced our gas demand through the
use of alternative fuels either directly or working
with our site utiity service suppliers where
possible, and continue ta lock at opportunities

® We improved our transparency and
understanding of energy as part of our full
production cost analysis

® We completed an opportunity assessment for
power purchase agreements {PPA) in Europe
and progressed a PRPA cpportunity In the USA

2023 plans
& We will continue to monitor the financial stability

of suppliers, to identify potential exposure and
take appropriate action

We will Increase manitoring and transparengy
of the resilience, measures and plans for our site
utility service providers

As the European market ocutlook stabilises, we
aim to increase our supply contract herizon 1o
return to our long term strategy to deliver price
and cost stability

We will progress PPA projects far Europe and the
LiSA, to provide long-term renewable electric power
supply for most of our demand at stable pricing,
which will also enable us to minirmise the IMmpact
of potential carbon taxes

We will undertake business scenaric planning for
potentially long-term high energy prices in Eurooe

We will continue to reduce demand through
site-focused energy-efficiency and
decarbonisation investments - for example,
flexibility in fuel sources and local direct PPA
projects in solar and micro-wind, 1o reduce cost
and business COs emissions



Compliance risks

Ethics and compliance

Risk owner: Anant Prakash, Chief Counsel and Company Secretary

Link to strategy

Description

if we fail to comply with relevant legislation and
regulatory guidance, we may face sigrificant
financial penalties, loss of material assets,
unguantifiable reputational damage and increased
regulatory sctubtiny These 1ssues may cause delays
In business operations and adversely affect the
Group’s ability to pursue 1ts strategy

If we fail to proactively address sustainability, ethics
and compliance goals, mandates and regulations,
we may fare fiiture penalties 0ss of
competitiveness and reduced shareholder value

Financial risks

2022 response

® We continued to enhance our ethics
and comphance by

- Completing a comprehensive anti-bribery
and cornplance risk assessment to identify
ngks within the Group

Reviawing existing third-party risk
management processes and investing in an
external platform to optimally manage the
nsk associated with the third-party lifecycle

Rolling out our new e-learning Code of
Conduct training to all employees globally,
and our e-learning data protection training
to relevant employees

- Increasing awareness of our externally hosted
reporting helphne, where individuals and
external third parties can raise concerns

- Investing in our new compliance brand
campaign (Syntegrity), with periodic blogs
and a roadshow to highlight compliance
risks and to engage the business

® we created new sustainability and innovation roles
within our new organisational structure to support
our Vision 2030 sustainability programme

® We continued 1o report against
TCFD and developed science-based
ernISsIons-recuction targets

Financial markets and balance sheet

Risk owner: Lily Liu, Chief Financial Officer

Link to strategy

Description

The financial markets are volatile given
magroeconomic and geopolitical uncertainties
and inflationary pressures, and this has driven
a significant nse in interest rates in the Group’s
major markets.

Given the Group's current financial leverage, and
the matunty profile of its financial habilties, this
financial market volatihty could affect the
quantum and/or cost of the Group’s future
refinancing activities

2022 respense

& We successfully disposed of our Laminates,
Films and Coated Fabrics businesses to
Surteco North America inc, with the
proceeds being used to pay down ocebt

& We secured a ‘ive-year, £4 50 million UK Expaort
Finance {UKEF) package with a campetitive
Interest rate

® We maintained strong relationships
with our core banking group

® We closely monitored market conditions

® We anncunced a programme to deliver
£150-£200 million in cash savings by the end of
2023 The programme consists of suspending
the dividend, reducing working capital and
capital expenditure, and making cost savings

2023 plans

® we will design and implernent controls across
the Group to manage the nsks identified in the
anti-bribery rnigk assessment

® We will implement random spot checks
on key comphance areas including

- Recording gifts and hospitality
- Declanng conflicts of interest
- Campleting background checks

® We willintroduce comphiance approval
requirements for higher-risk activities

® we will integrate the new due diligence process
for onboarding and managing third parties,
following a successful seft launch of our
extermal risk platform

® We will review and relaunch our Code of
Conduct, supported by standalone compliance
policies and guidance, where relevant

® We will continue to dehver our compliance
roadshow globally, to raise awareness.

* We will develop a global, synchronised training
matrix, launch a new modern slavery e-learning
rnodule and deliver our competition law workshops

® We aim to validate our new science-based
emissions-reduction targets and continue to
mamitor and comply with emerging regulatory
requirements related to climate change, such
as limits on emissions

2023 plans

® In March 2023 we signed a new, $480 rmillion
revolving credit facility and will continue to
monitor market conditions closely to keep our
other financing arrangements under review

@ We will centinue our portfolio management
approach and ook at oppartunities to
optimise the value of our assets, inciuding
the non-caore portfolie.

® We will continue to optimise cash
performance to support the return
to our target 1-2x leverage
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TCFD

TCFD report

The urgency of tackling climate change grows every year, and 2022
was no exception. Climate change and its associated environmental
impacts pose risks for all of us, but, as a speciality chemicals
business, it also brings opportunities for Synthomer. One of our key
benchmarks for new products is their sustainability benefits, and we
are seeing growing demand among our customers for more
sustainable, climate-friendly products.

In summary

Good progress in developing our
understanding of climate risk
and opportunity

The work we have done this year in
continuing to deepen our understanding
of the risks and opportunities presented
by climate change, in line with the
Task Force on Climate-related Financial
Disclosures (TCFD), has played an
important part in our strategic
development. Alongside our Group-wide
Vision 2030 plan, sustainability is now
one of the three critical enablers of our
new strategy, while climate-related
issues have been embedded into our
principal risks. We have also integrated
sustainability into our innovation process
so that our focus is firmly on developing
the products that support a pathway to
decarbonising our entire vajue chain.

Our 'deep dive’ scenario analysis work
this year expanded our understanding
of the potential risks and opportunities
presented by three chmate scenarios
under three time horizons to @
representative sample of our business.
The work has now covered all three of
our key chemistries (acrylic emulsions,
synthetic elastomer emulsions and
hydrocarbaon resins); our three main
regions (Europe, Asia, USA), more than
50% of our products by volume; and the
most significant potential physical risks
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of climate change 1o which we may be
exposed. Given the extent of this work,
we therefore have a high degree of
confidence that generalising these results
will give us a reasaonable understanding
of the impacts of climate change on

the business as a whole, and we can
therefore proceed with confidence

with our transition planning.

This year’'s analysis confirmed what we
learnt from last year’s, namely that in
the short term (to 2025}, around three
quarters of the financial impact of

the risks from climate change for cur
business will come from transitioning to
a low-carbon, circular economy {mainly
higher costs), with around a quarter
coming from physical risks (more
extreme weather events affecting our or
our suppliers’ operaticns} under a 1.5°C
temperature rise scenarno. Under this
scenario, we also see the greatest
potential for growth in demand from our
customers and their consumers, for those
of our products that offer lower-carbon or
circularity benefits. Looking beyond 2025,
our scenario analyses confirm that
transitioning to a low-carbon economy
would remain our most significant
financial risk; by 2030 and 2050 the split
between transition and physical risks will
become higher (approximately 90:10 vs
approximately 75:25in 2025).

Looking at physical risks, 2022 has
shown that more extreme weather
events such as floods, droughts and high
temperatures are Increasing in frequency.
in the medium term, these could have a
negative impact on our operations and
our suppliers, while in the longer term,
rising sea levels could threaten our sites
in coastal areas, such as Pasir Gudang,
Malaysia. Overall, the physical risks of
climate change are enly likely to worsen;
in this context, we expect governments
1o accelerate the introduction of policies
to mitigate climate change, including
tightening regulation and taxing emissions

This is why our transition planning
focuses on reducing our own emissions
through our site decarbonisation plans
(which concentrate on energy efficiency
improvements, electrification and
renewable energy), and the emissions
produced in our supply chain; and it is
why we have set more ambitious targets
for those emissions, aligned with the Paris
Agreement. And, te support our carbon
reduction projects, this year we introduced
an internal carbon price of £85 per tonne
of carbon dioxide equivalent in the
financial projections for every potential
capital investment above £1 mitlion.



Clearly, understanding and managing the  of our products. This will involve warking Increasing our alignment with TCFD

risks and opportunities of climate change with key suppliers to maximise our
is an ongoing process, which must adapt  reduction in Scope 3 emissions, and
as the impacts of climate change are felt  looking at alternative, lower-carbon
and the regulatory and policy landscape  feedstocks. With better metrics, we

Overall this year, we have continued 1o
enhance our reporting in fine with the 11
recommendations of TCFD. As summarised
In the table below and described in the rest

evolves. In the coming year, we will will also be in a position to analyse e . ‘
. ) . of thiz section, we have now provided
develop a more detailed transition plan, more fully the financial impact of ) )
) ) ) comprehensive detail on six of the
linked to our updated scenario analysis, climate change on our business, track A ‘
) S e . - recommendations compared with four in
including identifying new metrics and progress against targets, and support ;
) ) h 2021, and have enhanced our disclosures
tools to calculate the carbon footprint our customers in doing the same.

TCFD recommendation

Governance see page 86

a) Describe the Board's oversight of climate-related risks
and opportunities.

b} Describe management’s role in assessing and managing
climate-related risks and opportunities.

Strategy see page 86to 88

a) Describe the climate-related risks and opportunities the organisation
has identified over the short, medium and long term.

b) Describe the impact of climate-related risks and opportunities on the
Company’s businesses, strategy, and financial planning.

¢) Describe the resilience of the Company’s strategy, taking into
consideration different climate-related scenarios, including a 2°C
or lower scenario,

Risk management see page 89

a) Describe the Company's processes for identifying and assessing
climate-related risks.

b) Describe the Company’s processes for managing climate-related risks.

¢) Describe how processes for identifying, assessing, and managing
climate-related risks are integrated into the Company's overall risk
management.

Metrics and targets see page 89

a) Disclose the metrics used by the Company to assess climate-related risks
and opportunities in line with its strategy and risk management processes.

b) Disclose Scope 1, Scope 2, and, if appropriate, Scope 3, greenhouse
gas (GHG) emissions, and the related risks.

11 Describe the targets used by the Company to manage climate-related
risks and opportunities and performance against targets.

regarding climate scenarios and our
processes for identifying and assessing risk.

Consistency

Full

Full

Full

Partial — we have completed our analysis of
risks and opportunities under the 1.5°C and
2°C scenarios, but have further work to do to
determine the full impact on our strategy and
financial planning

Partial - we have completed our analysis of
risks and opportunities under the 1.5°C and
2°C scenarios, but have further work to do to
determine the full impact on our strategy and
financial planning

Full

Full
Full

Partial - we are developing further ¢climate-
related metrics to determine progress against
risks and opportunities

Partial - we are working to enhance our
Scope 3 reporting

Partial — we have sustainability targets that
include some that are climate-related, but have yet
to determine targets for our risks and opportunities
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TCFD
TCFD report continued

Governance

Climate change is the responsibility
of our Board given its importance

to the business, with our CEQ

taking responsibility for delivery on
the Board’s behalf. Climate change
and related environmental, social and
governance (ESG) issues are regular
Board agenda items, and are
considerations in all key decisions
made by the Board. For example, in
considering the recent acquisition of
our new adhesive resins business, the
Board looked not only at its alignment
with our overall strategy but also at
whether the acquisition would affect
our existing climate commitments.

In terms of day-to-day management,
last year we created an Executive
Sustainability Steering Committee,
chaired by the CEQ, and attended by the
full Executive Committee and the Group
Sustainability Director. It meets quarterly
and has two roles:

® To ensure that our plans for
climate change are aligned across
Synthomer, and are properly
resourced and coordinated

® To ensure that our climate-related
metrics and targets are managed
effectively

Each of our Vision 2030 roadmap
sustainability goals is sponsored by a
member of the Executive Committee who
is responsible for ensuring we have the
right plans in place to deliver within the
timeframe. See page 43 for the Vision
2030 roadmap.

This year, we strengthened our governance
of climate-related issues. We began
reporting climate-related KPIs (assured
by Internal Audit} guarterly to the Board.
At the Executive level, our Chief
Technology Officer combines
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Sustainability is
one of the three
critical enablers
of our strategy.

respensibility for innovation with
respensibility for sustainability, and is
leading our work tc embed sustainability
mere fully into our innovation process.
This dual responsibility for the linked
areas of innovation and sustainability
has also been extended throughout

the organisation, with a single senior
appointee responsibie for both in each
of our new divisions. To support innavation
across the business, we have recruited
a sustainability analyst at Group level
to develop metrics for embedding
sustainability into our innovation process.

We are also increasing understanding

of climate-related 1gsues across the
business by offering at least biannual
training on sustainability-related topics,
in particular for our R&D teams and those
who work directly with suppliers and
customers. Our sustainability tearns

are expanding their expertise by taking
various academic courses, and taking
part in conferences

For more on governance, see our
Governance report, pages 91 to 152.

Including climate-related targets
in remuneration

We continue to link progress on
chimate-related targets to the overall
remuneration of Executive Committee
members, with 10% of executives’ annual
Performance Share Plan award based on
reducing Scope 1 and Scope 2 carbon
emissions

Strategy

As climate change and the world’s efforts
to transition to a low-carbon economy have
intensified, demand for more sustainable
products has increased markedly. The
insights we have gained from our work
to identify the risks and opportunities
from climate change, in line with the
recommendations of TCFD, also heiped
inform the work we did to refresh our
strategy this year, which now highlights
sustainability as one of three critical
enablers. As noted elsewhere,
sustainability is also a key consideration
in all our innovation processes, given the
increasing focus by our customers and
end users of our products on mitigating
the impacts of climate change.

For more on our business strategy,
see pages 12 and 13.

Scenario analysis methodology

In 2021, we retained a specialist external
adviser to conduct our first climate
scenario analysis and determine risks
and opportunities for Synthomer, in line
with the recommendations of TCFD Our
teams worked with the adviser 1o carry
out an analysis of the effects of three
different climate scenarios - average
glcbal temperature rises of 1.5°C, 2°C and
3°C above pre-industrial levels — over
short- (to 2025}, medium- (to 2035) and
long-term (to 2050) horizons.

Each scenario identified both physical
and transition risks and epportunities,
although the combination and potential
impact varied by scenario. In determining
the materiality of the risks and opportunities
identified, we looked at a combination of
likelihood and impact - the likelihood of the
risk of opportunity occurring and the nature
and magnitude of its impact on the business.

in 2027, we conducted a 'deep dive’ analysis
of the impact of these three temperature
pathways on one product line: styrene
acrylic water-based emulsion, a Functional
Solutions product made in our plant in
Worms, Germany. We chose this product
fine as a starting point since it included a
significant number of variables, meaning




Scope of climate scenario analysis

Three Our three Three of our
product lines main regions key chemistries
™
Styrene acrylic Europe .
water-based {Worms, e"?ﬁgil‘!; s
emulsion Germany)
Hitrile Asia . __Synthotic __
butadiene (Pasir Gudang, elastomer
rubber Malaysia) emulsions
CcS USA
hydroc_arbon (Jefferson, Hydr?sci:;bon
resin Pennsylvanta)

that, for a single product line, it was as
representative as possible of a broader
range of products. In 2022, we extended
this work to cover two additional product
lines, nitrile butadiene rubber produced at
our Pasir Gudang facility in Malaysia, and
hydrocarbon resin G5 series, produced at
our plant in Jefferson, Pennsylvania, USA.

Together these three product lines give
us sufficient coverage for a general
understanding of the identified climate
risks and opportunities facing the Group as
a whole, Taken together, the product lines
cover all three of our key chemistries (acrylic
emulsions, synthetic elastomer emulsions
and hydrocarbon resins), our three main
regions (USA, Europe, Asig), more than 50%
of our products, and the most significant
potential physical risks of climate change to
sea, rivers and land. The comprehensiveness
of this coverage completes our assessment
of climate-related risks, and we will now
focus on strengthening our plans to
manage the risks and opportunities

we have identified, and their effect on

our financial position and strategy.

Summary of potential risks

The analysis we carried out this year
confirmed what we learnt in our 2021
analysis, namely that our products and sites
are primarily exposed to the following risks’

® Physical risks including more
frequent extreme weather events
such as floods, droughts, a rise In
the sea level and high temperatures.
These could affect our plants” ability
to operate efficiently, and could
increase costs from our supply chain,

-~/

® Transition risks: these include
potential carbon taxes, and market
and environmentat policy changes.

Both types of risk were present in all
temperature pathways and under all
timeframes, but their relative severity
and impact, and cur resilience to them,
would vary between timeframes.

Summary of potential opportunities

Qur analysis this year again confirmed,
in general terms, the opportunities we

determined last year under all climate

scenarios, which were:

® Growth in demand for products
and services that will service a
low-carbon or circular economy
in various markets and regions.

@ Cost savings and market growth
through the early adoption of low-
carbon technologies, for example
using renewable energy or switching to
renewable raw materials, althcugh this
depends on the speed at which such
technologies or materials become
cost-effective and widely available.

® Competitive advantage from our
network of sites across the world:
sInce we can service customers
from a variety of plants, cur network
makes us a more reliable supplier,
meaning we are more resifient to
physical operational risks.

>50%

of our products
by volume

Most significant potential physical
risks of climate change to:

/

Rivers
Flscd o

Land

[xiron
tenperaty

Risks and opportunities by
climate scenario, and how
we are responding

In summary, the findings of the 2022
analysis reinfarced the conclusion of
2021, which was that in both the 1 5°C
and 2°C scenarios, the biggest risks
come from the carbon price expected

to be applied to drive the transition to a
low-carbon, circular economy. However,
our strategy to decarbonise our operations
will mitigate at least a porticn of that risk,
and could ultimately present opportunities
for our more cost-competitive products
versus those who are less prepared, and
must therefore pay a higher carbon price.
The transition to a low-carbon economy
also offers a much greater opportunity,
in terms of growing market share

and increasing revenue from our
development of more sustainable
products as a point of differentiation
from some of our competitors.

Under a 3°C scenario, while the
oppertunities remain, albeit at a lower
level, the physical risks are much more
severe, Different plants are exposed
to different types and degrees of risk
depending on their location, but overall,
our studies show that the primary
impacts will come from drought,
flooding, a rise in the sea level, and
high temperatures. Managing these
will require investment to increase
the resitience of our sites.
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TCFD
TCFD report continued

Scenario 1 — 1.5°C: highest transition
risk, but greatest opportunity

This scenario, which corresponds to the
RCP1.9/SSPI scenario published by the
Intergovernmental Panel on Climate
Change (IPCC}), assumes that prompt
policy action, including globally
coordinated carbon pricing, reduces
emissions sufficiently to keep global
warming to below 1.5°C. Doing so would
minimise the physical impacts of climate
change, but at the cost of relatively high
taxation on carben emissions. Under this
scenario, then, in the short term, around
25% of the risk impact would come from
physical risks, but arcund 75% from
transition risks — hence the importance
of our work to decarbonise our operations.

While the transition rigks are highest for
us under this scenario, so too are our
opportunities. This is because the
scenaric envisages the cost of high-
carbon feecdstocks rising in response

1o increasing carbon prices, making
low-carbon, sustainable feedstocks

far more cost competitive over time
(assuming there is no change in
customers’ preference for products with
lower emissions). For example, our study
at our Jefferson, Pennsylvania site in the
USA looked at the potential for using a
lower-carbon resin as a circular
feedstock, while the study at Pasir
Gudang, Malaysia looked at the potential
for developing more sustainable nitrile
butadiene rubber. Currently, the low-
carbon alternative feedstocks are three
times the price of the feedstock in use
in both plants, but under Scenaro 1,

our alternative Jefferson product could
become commercially viable by 2038,
and our Pasir Gudang product by 2041,

In both cases, we are seeing increasing
interest from key customers in the
development of low-carbon solutions
that would reduce their Scope 3 GHG
emissions footprint,

Scenario 2 - 2°C: lower transition risk,
but greater volatility

This scenarno, which corresponds to the
IPCC’s RCP2.6/SSP2 scenario, assumes
that there s little in the way of the
coordinated global action on carbon
ermissions and carbon pricing that would
be necessary to achieve a 1.5°C future.
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While transition risk in the form of carbon
pricing would therefore be far less likely,
we could face different aperating costs
in different markets, for example, higher
carbon costs in Europe and some USA
states, and lower costs elsewhere, This
scenario assumes that the lack of
coordination would increase market
volatility and result in erratic changes

in costs in the supply chain. All of our
operational sites would be more
vulnerable to the physical risks of climate
change under this scenario, while more
sustainable products are likely to be less
competitive because the price of carbon
could remain too low and distort regional
supply chains. Nonetheless, our global
network of manufacturing sites mitigates
the risk of a lack of global coardination
by enabiing us to optimise production in
the right location for regional markets.

Scenario 3 - 3+°C: highest physical
risk; fewer competitive opportunities
This scenario, which corresponds 10 the
IPCC's RCPB.5/S3P3 scenario, envisages
a failure of international cooperation on
climate change, leading to countries
seeking competitive advantage by avoiding
the globally coordinated carbon pricing
necessary to reduce emissions across the
board. While transition costs would be very
low, the physical impacts of a 3+°C rise
would be much more costly, while more
sustainable products are likely to be even
less competitive than under the 2°C scenario.

Due to the greater physical risks, our
river-based sites could flood regularly;
some sites could be affected by extreme
temperatures and drought; and our
coastal locations in Asia and USA could
be affected by storm surges. [t could
therefore be more difficult to find
alternatives given that a significant
number of sites are likely to be affected
simultanecusly. Overall, markets could
become severely unstable given the
iikelihood of social and economic
upheaval resulting from widespread,
severe weather events, with a
correspending impact on our customers,
our supply chain and our costs. However,
our longer-term investment plans include
upgrading our physical defences at our
sites to help mitigate the physical risks
they are exposed to, while our network of

Responding to climate change
- our five priorities

Through our analysis work, we have
identified five pnimary responses to
reduce the risks and take advantage of the
opportunities related to chmate change,
whichever climate scenario ultimately plays
out. These are, in arder of priority, to:

Work with selected suppliers to encourage
them to improve energy efficiency

and reduce therr own emissions, thus
maximising reductions in our cwn Scope 3
emissions, and finding suppliers who can
provide lower carbon feedstocks from bio
or circular sources

Reduce our Scope 1 emissions by
decarbonising our operations through, for
example, installing heat pumps and solar
power, and using hydrogen where possible.

Reduce our Scope 2 emissions from
our electricity and heat suppliers,

by entering into or expanding power
purchase agreements linked to
clean-energy generation.

Inhovate to decarbonise our products,
answering demand from gur customers
for more sustainable alternatives.

Enhance our physical resilience to
climate-related risks, for example by
building flood defences.

sites, even in this more extreme physical
risk scenario, should give us some
measure of resilience in terms of
minimising disruption tc our customers.

Next steps

Having completed the scenario anaiysis
for three sites, and identified the five key
priorities for us as a business to respond
to climate change, we are now looking

at how 1o putl these into practice across
Synthomer A key step will be developing
detalled decarbonisation plans for all cur
plants this is already under way at those
plants where we can realise the greatest
benefits We will adapt this analysis for
our other sites, taking into account their
differing physical risk exposures and
inputs, as the basis for developing their
decarbonisation plans.

We are also working through how we
link the outputs from our scenario
analysis to our financial reporting
and business planning.



Risk
management

By expanding our scenario analysis this
year, we have alsc been atile to build a
maore comprehensive picture of the
climate risks we face as a business. Cur
principal risks that include the impact of
climate change are;

Delivery of our strategic initiatives

® Technology and innovation
® Disruption in supply ta customers
® Energy security and price risk

in Europe
® Ethics and compliance

Given the pervasive nature of climate
risk, we have decided 1o integrate it into
our wider risk management framewaork.
It will therefore be managed down to the
business line level and assessed and
reported as part of our regular risk
reporting. We have added a rise in the
sea level to our key risks for coastal sites,
since this could have a material impact;
and drought and flooding for key
Synthomer and supply chain sites. We
have also added extreme temperatures
to our risk framework; while we expect
these to have less of an impact, there
may be adaptation costs depending on
the extent of the temperature increase.

For more on risk management see our
Risk report an pages 7510 77.

Metrics
and targets

The metrics we use to assess climate-
related targcts arc:

® The proportion of new products
we make that have sustainability
benefits (see page 47)

® The propertion of raw material
procurement spend covered by a
sustainability rating and
improvement plan (see page 50)

® fnergy consumption and usage of
renewable energy (see page 59)

® GHG emissions, including Scopes 1
and 2 (see page 59}, for Scope 3
emissions, (see page 60)

® Water usage (see page 61).

In October, we updated our Vision 2030
targets following the acquisition of our
new adhesive resins business. We
remain committed to reach net-zero
emissions by 2050, but we have
increased our intermediate targets to:

® Reduce Scopes 1 and 2 emissions
by 47% in absolute terms by 2030
compared with 2019, up from the
previous target of a 40% reduction
in emissions intensity

® Reduce Scope 3 emissions by 28%
in absolute terms by 2030, against
our 2019 baseline, replacing our
previous 10% intensity target.

We continue to target:

® Atleast 60% of new products with
enhanced sustainability benefits
(see page 47)

® 80% procurement spend with suppliers
with a sustainability rating (see page 50)

® 80% of electricity from renewable
sources, plus improving energy
efficiency in all our operations
(see page 58)

® Managing and minimising water
consumption, with water
management plans in water-stressed
areas and at the sites where we use
most water (see page 89).

Itisimportant 1o stress that our previous
emissions targets were intensity-hased,
measured by unit of production. Qur new
absolute targets commit us to reducing
emissions regardless of the future growth
of the Company. In March 2023, we
updated our Scope 1, 2 and 3 climate
targets and await their validation from the
Science Based Targets initiative (SBTi) as
being aligned with the goals of the Paris
Agreement. Specifically, the Scope 1 and
2 targets are aligned with a temperature
rise of no more than 1.5°C, and the
Scope 3 target with well below 2°C.

In 2022, we introduced a shadow

carbon price, set at £85 per tonne of
carbon dioxide equivalent. Every capital
investment decision above £1 million

will incorporate that carbon price inits
financial projections. This will ensure that
our engineers always consider how they
can optimise the energy and climate
impacts of their proposed projects

For more on our sustainability metrics
and targets, including performance,
see the Sustainability section on pages
4010 72.

Next steps

We are currently developing tools to
enable us 1o calculate the potential
carbon footprints of our products,

using primary data from our sites and
secondary data for raw materials. To
increase the accuracy of our calculations,
the next step will be to use primary data
from our suppliers. To that end, over the
next three to five years, we will be
building a system to track, monitor and
assess the GHG emissions associated
with our feedstocks, thereby improving
the reliability of our Scope 3 emissions
calculations as well as enhancing the
ability of our customers 1o do the same.
We are also looking at how to develop
and carry out lifecycle assessments for
our products.
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Viahility statement, non-financial disclosures and section 172 statement

Viability statement

In accordance with the requirements of the UK
Corporate Governance Code, the Directors have
assessed the viabifity of the Group over a five-year
period 1o December 2027, bemg the penod
covered by the Group's approved strategic plan.
This plan is updated annually, in a process led by
the Executive Committee with input from the
respective businesses and functions Itincludes
analysis of product and profit performance, cash
flow, investrnent programmes and returns to
shareholders. The plan s presented 1o the Board
each year as a part of its annual strategic review,

The Directors consider five years to be an
appropriate tirme horizon for the strategic plan,
being the period over which the Group actively
focuses on its long-term product development
and capital expenditure invesiments. A period
above five years Is considered by the Directors to
be too long, given the uncertainties that exist
beyond this timeframe.

In making their assessment, the Directors have
considered the diverse activities and product
offering of the Group in terms of geographies,
chemistry and end markets. The Directors have also
considered the Group's current financial position,
ingluding the recently refinanced and future

Non-financial information statement

committed financing facilities, which have been
assumed 1o be refinanced at maturity as required.

A gensitivity analysis has been undertaken,
focusing on the impact of the principal risks
{detalled above on pages 74 to 83) over the five
year period, and the avallabilty and likely
effectiveness of mitigating actions The risks
have been assessed for their potential impact on
the Group's business model, future trading and
funding structure The sensitivity analysis has
considered a number of severe but plausible
scenarios, linked ta the nsks considered to have
the most significant financial impact In all
cases, the impact was considered on both
liquidity and the borrowing covenant.

The scenarios included:

® Trading downturns as a result of
increased competition or lack of demand,

® Delayed re-stocking and economic
recovery in end markets;
Failure 1o successfully commercialise new
products and benefit from innovation;
Price infiation for the Group's key raw
materials; and
Sigruficant foreign exchange rate
appreciation agammst sterling

Various mitigating actions have been identfied so
that, should any of these scenarios crystallise, the
Group could take action guickly to significantly
reduce costs and cash outflows, as demonsirated
during the course of the COVIB-19 pandemic in
2020, While this sensitivity analysis did not
consider all of the r1sks that the Group may face,
tne Directors consider that it is reasonable in the
circurnstances of the inherent uncertainty involved

None of these scenanos individually, or when
combined, threaten the Group or its ability to take
appropriate mitigations 1o address them, and the
combined impact of these scenarios has been
evaluated as the most severe siress scenario.

Given its status as an emerging risk, the Directors
also considered the possible impact of climate
change on future cash flows, in particular carbon
pricing. In the event of global coordination of
carbon pricing, the Directors consider 1t likely that
we would be able to pass such costs on to our
customers If material. The sensitivity analysis
has therefare not been amended 10 include
reduced profits from carbon pricing

Based on the analysis, the Directors have a
reasonable expectation that the Group will be
able to continue in operation and meet its
labilities as they fall due over the five-year
period of their assessment

The table below summarnses where key elements of our governance reporting {including non-financial matters as required by
the Non-Financial Reporting Directive) can be found, some of which are integrated into other sections of our Annual Report.

Reporting requirement

Relevant policies and standards that govern our approach

Where to read more in this report

Environmental matters

Code of Conduct

Group SHE Policy
Sustainable Procurement Policy and Strategy
Task Force on Climate-related Financial Disclosures (TCFD)

Employees Qur values

Code of Conduct
Group SHE Policy

Managing risk pages 74 to 83
Health and safety pages 54 to 57
Sustainable procuﬁem page 50
TCFD report pages 84t0 89

Qur values page 11

Gender pay gap page 125

Section 172 pages 90 and 10510 107
Health and safety pages 54 to 57

Social matters

Respect for human rights

Responsibie Care Principles
Synthomer Cares

Group SHE policy page 57
Our communities page 71

Code of Conduct

Modern Slavery Act Statement
Conflict Minerals Pelicy Statement

Sustainable Procurement Policy and Strategy

People pm
Sustainable procurement page 52

Anti-corruption and anti-bribery

Code of Conduct

Ethics Helpline

Core values

Ethics and compliance pages 69
Qur business model page 11

Our business model

How it links to strategy and delivers value to stakeholders

Cur business model page 11

Principal risks and uncertainties

Risk assessment

Managing risk pages 74 to 83

Non-financial KPls

Relevant key performance indicators

Key performance indicators page 23

Section 172(1) statement and stakeholder engagement

We value our engagement with all our stakehotlders, including our key stakeholders customers, employees,
communites, suppilers, shareholders, and governments and authonities Qur section 172(1) statement 1s on
pages 105 to 107, It describes how the Directors have had regard to stakeholders' interests and other
matters when discharging Directors’ duties set out in section 172 of the Companies Act 2006. It ncludes
examples of how stakeholders” interests were considered dunng principal decisions taken during the year
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The Strategic report was
approved by order of the Board.

Anant Prakash
Company Secretary
28 March 2023




Gloves manufactured from
Synthomer's speciality NBR latex
ensure a combination of high
tensile strength, good elongation
and relaxation, meeting demand
for medical, examination, clean
raom, food handling, medical
drug handling and chemical
laboratory applications.
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Governance report

Our Board of Directors

Caroline A Johnstone
Chair
Nationality: British

Position and date of appointment

Chair of the Board, and of the Nomination
and the Disclosure Committees. Caroline
joined the Board in March 2075 and was
appointed Chair in December 2020, having
previcusly been chair of the Audit Committee
and a member of the Nomination and the
Remuneration Committees.

Key appointments

Caroline is a Non-Executive Director

and Chair of the emplaoyee engagement
committee of Spirax-Sarco Engineering
pic, and a Non-Executive Director and
Chair of the audit committee of Shepherd
Building Group Limited, a private company
that owns Portakabin Limited. She has
an honorary role on the board of the
University of Manchester.

Skills and experience

Caroline has more than 40 years'
experience of working with large global
organisations in the chemicals sector
and other industries. Her experience
includes delivering value from M&A,
turnaround, culture change and cost
optimisaticn. She was a partner in

and sat on the board of the assurance
practice of PricewaterhouseCoopers
(PwC) with responsibility for all people
matters. Caroline is a chartered accountant
and a member of the Institute of Chartered
Accountants of Scotland.

92 Synthomer plc Annual Repart 2022

Michael Willome
Chief Executive Officer
Nationality: Swiss

Position and date of appointment
Chief Executive Officer since November
2027, member of the Disclosure Committee.

Key appointments

Michael is a Non-Executive Director of
Glaston Oyj (Nasdag Helsinki) and sits on
subsidiary boards of the Indutrade Group.

Skills and experience

Michael is an established public market CEO
with a track record of driving performance
through strong operational management
and strategic actions, including M&A_ He
was previously CEO of Conzzeta AG (now
Bystronic AG) in Zurich, a global industrial
company listed on the SIX Swiss exchange.
Before Conzzeta, Michael spent 18 years
with Clariant, leeding its global industrial and
consumer specialities division from 2010 to
2015, This followed 13 years in leadership
roles in Asia-Pacific, based in Hong Kong,
and in Canada and Turkey

Lily Liu
Chief Financial Officer
Nationality: British, Australian

Position and date of appointment
Chief Financial Officer since July 2027,
member of the Disclosure Committee.

Key appointments

Lily is @ Non-Executive Director and
member of the audit committee of DCC
plc, a FTSE 100 listed international sales,
marketing and support services business.

Skills and experience

Lily is a highly experienced CFO. She
has worked in the manufacturing and
engineering sectors for mere than

20 years, and joined Synthomer from
Essentra plg, a FTSE 250 components
and solutions business, where she was
CFO. Lily was previously CFO at Xaar plc,
a UK-listed inkjet technology developer,
and Smiths Detection business, a division
of Smiths Group ple.




The Hon. Alexander G Catto
Non-Executive Director
Nationality: British

Position and date of appointment
Non-Executive Director since 1681;
member of the Nomination Committee;
designated Non-Executive Director to
lead workforce engagement.

Key appointments

Alexander is Managing Director of
CairnSea Investments Limited, a private
investment company. He also manages
the family’s grant-giving charity and
other interests.

Skills and experience

Before CairnSea was establishied,
Alexander was a director of Morgan Grenfell
& Co and then Lazard Brothers & Co.

Board committee key

a Audit Committee
Remuneration Commitlee
Nomination Committee
Disclosure Committee

Committee Chair

Brendan WD Connolly
Senior Independent Director
Naticnality: British

Position and date of appointment
Independent Non-Executive Director
since January 2074; Chair of the
Remuneration Committee; member
of the Audit, the Disclosure and the
Nominaticn Committees; Senior
Independent Director since April 2015.

Key appointments

Brendan is a Non-Executive Director of
Victrex PLC, Pepco Group NV, Applus
and one private-equity-backed company.

Skills and experience

Brendan has more than 30 years' experience
in the oil and gas industry. Until June 2013,
he was a senior executive at Intertek Group
plc and had previously been chief executive
officer of Moody International, which was
acquired by Intertek in 2011, Before Moody,
Brendan was Managing Director of Atos
Origin UK and spent mare than 25 years
with Schlumberger in senior international
roles on three continents. He has previous
experience as chair of the remuneration
committee of a UK-listed company.

Other Board membersin 2022

Stephen G Bennett stood down
fram the Board and as Chief
Financial Officer in July 2022

Cynthia S Dubin resigned from
the Board and as Chair of the Audit
Committee in November 2022

Roberto Gualdoni
Independent Non-Executive Director
Nationality: German, ltalian

Position and date of appointment
Independent Non-Executive Director
since July 2027, member of the Audit,
the Remuneration and the Nomination
Committees.

Key appointments

Roberto is Chair of CABB Group
(Germany) and a member of the
boards of Aercgel Corporation {USA)
and Clariant (Switzerland).

Skills and experience

Roberto has more than 35 years’ chemical
sector experience in both commeadity and
speciality segments, mostly at BASF,
where he held senior operational roles
covering international sales, marketing

and procurement and served on a number
of joint-venture boards. His final rote at
BASF was as president of its styrenics
business, which was carved out as part
of the Styrolution joint venture, and which
Roberto led as chief executive for three
years until 2014. Roberto has previous
board-level experience in Saudi Arabia,
Finland and Belgium.
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Governance report

Our Board of Directors continued

Dato' Lee Hau Hian
Non-Executive Director
Nationality: Mataysian

Position and date of appeointment
Non-Executive Director since 2002; first
joined the Board in 1993 and stood down
in 2000 to become an Alternate Director,
member of the Nomination Commitiee.

Key appointments

Hau Hian is the Managing Director

of Batu Kawan Bhd, a listed Malaysian
investment holding company, and a
Non-Executive Director of Kuala Lumpur
Kepong Bhd.

Batu Kawan Bhd is the largest
shareholder, with a 47% stake, of
Kuala Lumpur Kepong Bhd, which
is Synthomer's largest shareholder

Skills and experience

Hau Hian has experience in organisational
transformations, acquisitions, chemical
and manufacturing operations and
sustainability matters

Board Committee key

o Audit Commutiee

0 Rernuneration Committee
0 Nomination Committee
o Disclosure Committee
@

Committee Chair
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lan Tyler
Independent Non-Executive Director
Naticnality: British

Position and date of appointment
Non-Executive Director since June 2022;
Chair of the Audit Commitiee; member
of the Nomination and the Remuneration
Committees.

Key appointments

lan is a Non-Executive Director of Anglo
American plc, and a Non-Executive
Director and Chair of Affinity Water
Limited. Previously, he served on the
boards of BAE Systems, Vistry Group
{formerly Bovis Homes Group),

Cairn Energy, Mediclinic Internaticnal,
VT Group, Cable & Wireless and Amey ple

Skills and experience

lan has extensive board experience as a
former chief executive and as a non-
executive for several international
industrial crganisations. He serves as
chair of the remuneration committee at
Anglo American ple, where he is also the
Senior Independent Director. lan's senior

executive career was at Baifour Beatty plc,

a global infrastructure business, which he
joined as finance director in 1996 and
where he served as chief executive
from 2005 to 2013.

Holly A Van Deursen
Independent Non-Executive Director
Nationality: American

Position and date of appointment
Independent Non-Executive Director
since September 2018; member of
the Audit, the Nomination and the
Remuneration Committees.

Key appointments

Holly is a Non-Executive Director of Kimball
Electronics Inc, where she chairs the talent,
culture and compensation committee She
serves as a Non-Executive Director of
Albermarle Corporation, where sheis a
member of the executive compensation
and the capital investment committees.

Skills and experience

Untit 2005, Holly was group vice president,
petrochemicals at BP. She has worked
in the giobal chemical industry for more
than 25 years and held senior positions
across North America, Europe and Asia.
In addition, since 2016 Holly has held
non-executive director roles for global
companies headquartered in the USA
and spent 12 years on the board of

a Norwegian-listed company.




Anant Prakash
Chief Counsel and
Company Secretary
Nationality: British

Position and date of appointment
Chief Counsel and Company Secretary
since December 2022

Key appoeintments
Anant is a Non-Executive Council
Member at City, University of London

Other executive responsibilities
Mermber of the Executive Sustainability
Steering Committee and the Executive
Risk Committee.

Skills and experience

Anant joined Synthomer having spent five
years at defence and security company
Ultra Electronics Group, latterly as
general counsel, Europe and Asia Pacific.
Before moving into industry, he worked at
international law firm Slaughter and May,
where he developed a broad corporate,
commercial and M&A practice, including
experience working in Hong Kong and Spain.

Individual Directors’ skills

Speciality chemicals
Chemicals

Broader industrial
Customer, end market
CEO and senior management
Finance, audit

R&D, innovation
Corporate finance, M&A
Culture, people, talent

UK corporate governance
Sustainability and ESG
Digitisation

Sales and marketing
Strategy

0 Wb oot NN BOY RO

We asked each of our rene Directors 10 rate themselves 1-3 on each sk We have div ded each tota by three 10 present
an approximate total number of O rectors with those sk s

Our two non-independent Board members

The Board recognises the unusual nature of having two non-independent
members. This is a voluntary arrangement that has been in place for 40 years
and reflects the major shareholdings in the Company that they represent.

Dato’ Lee Hau Hian is the Board's representative for our largest shareholder,
Kuala Lumpur Kepong Bhd {26 87%), which provided financial support for

our recent acguisitions, through share placing and a rights issue. His extensive
leadership experience in chemical manufacturing and experience of organisaticnal
transformations and acquisitions means he offers the Board and Executive
Committee invaluable insights when making business decisions. He also offers an
important perspective on the Malaysian and Scutheast Asian business landscape.

The Hon. Alexander G Catto is a member of Synthormer’s founding family. Today,

the Catto family owns a 5% shareholding. We believe Alexander provides deep

knowledge of Synthomer's histary and a unique long-term shareholder perspective.

His background in investment banking and time on other boards also give him
extensive business, finance, investor engagement and governance experience.
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Governance report

Our Executive Committee

Alice Heezen
Chief Human Resources Officer
Naticonality: Dutch

Position and date of appointment
Chief Human Resources Officer
since June 2022

Other Executive responsibilities
Member of the Diversity and Inclusion
Steering Committee and a member of
the Executive Sustainability Steering
Committee.

Skills and experience

Alice was previgusly senior vice president,
chief human resources officer at Trinseo
and a member of its executive leadership
team. Before that she served as head of
human resources for ADAMA Agricultural
Solutions Europe. Alice has held senior
HR leadership roles at Fiberweb Ple, a
speciality global industrial and construction
materials business listed in London, gil and
gas company BG Group, global consumer
packaging company REXAM Plc and
EnerTel/Energis NV, an independent data
traffic and telecom services provider. She
began her career at Andersen Consutting
as a change management consultant,
Alice holds a Master of Arts in social
and organisational psychology from

the University of Leiden.

96 Synthomer ple Annual Report 2022

Jan Chalmovsky
President, Strategy and M&A
Naticnality: German

Position and date of appointment
President, Strategy and M&A
since September 2022

Other Executive responsibilities
Member of the Executive Sustainability
Steering Committee.

Skills and experience

Jan has more than 15 years’ experience

in strategy and mergers and acquisitions,
most recently as head of strategy and M&A
at Conzzeta AG (now Bystronic AG) in
Zurich, a global industrial company listed
on the SIX Swiss exchange. Before that he
spent nine years at McKinsey & Company,
including as an associate pariner,
focusing on strateqy, corporate
transformations and corporate finance
and serving clients in chemicals, medicine
and industrial technology globally. He
began his career at Lehman Brothers in
London in M&A. Jan holds an MBA from
INSEAD, an MSc in management from
London School of Economics and a BA
from the University of St Gallen.

Biographies for
Michael Willome,
Lily Liu and Anant
Prakash can be
found on pages
92 and 95.

Marshall Moore

Chief Technology Officer
and President, Americas
Nationality: American

Position and date of appointment
Chief Technology Officer and President,
Americas since April 2020.

Other Executive responsibilities
Chair of the Synthemer Foundation
Board of Trustees and a member of the
Executive Committee Sustainability
Steering Group.

Skills and experience

Marshall was previously chief technology
officer and senior vice president of
operations with OMNOVA Solutions, He
has 35 years’ experience in polymers and
speciality chemicals, working with Borden
Chemicals, GE Plastics and Chemtura
befare joining OMNOVA in 2015 He has
held leadership positions in technology
and innovation, quality assurance and
process excellence, cperations,
government affairs and advocacy,
marketing and information technology.
He holds a degree in chemistry and is

a certified Six Sigma Black Beit

Other Executive Committee members in 2022

Richard Atkinson retired as Chief Counsel and Company Secretary and was replaced by

Anant Prakash in December 2022

Stephen Bennett stooc down as Chief Financial Officer anc was reslaced oy Lity Liu i July 2022
Tim Hughes retitec as President, Carporate Developrment in March 2023

Neil Whitley retired as President, Performance Flastoriers and 4512 in Decemaer 2022

Philip Wrigley left as President, Operations and SHE in Aprid 2022




Ana Perroni Laloe
President, Coatings & Construction
Solutions and EMEA
Nationality Brazilian

Position and date of appointment
President, Coatings & Construction
Sclutions and EMEA since January 2023,
President, Functicnal Solutions and
Europe since October 2022.

Other Executive responsibilities
Ana co-founded and leads our
ENGENDER women's network.
Executive sponsor of the Diversity
and Inclusion Steering Committee
and a member of the Executive
Sustainability Steering Committee.

Skills and experience

Ana has more than 17 years’ global
sales and marketing experience, with

a strong track record of successfully
commercialising solutions for end-
markets, She started her career at Ciba
Specialty Chemicals in Brazil, followed
by international assignments in the UK
and Switzerland. Elected president of
RadTech South America for two
consecutive terms, Ana is cne of the
pioneers of intreducing UV curing
technology in the region Ana holds a
BSc in chemical engineering from Escola
de Engenharia Maua (IMT) in 80 Paulo.

Toby Heppenstall
President, Adhesive Soiutions
Nationality: British

Position and date of appointment
President, Adhesive Sclutions since
January 2023. President, Adhesive
Technologies April 2022-January 2023.

Other Executive responsibilities

Delivering the transitional service agreement

exit and synergy plan for cur acguisition
of Eastman’s Adhesive Resins business.
Member of the Executive Committee
Sustainability Steering Group, with the
brief for renewable power.

Skills and experience
Toby has 24 years’ experience in
commercial management roles at ICI,

Ineos, Axcentive and Mitsubishi Chemicals.

He joined Synthomer in 2016 and was
responsible for a portfolic of speciality

chemical businesses. Through these roles,

he has created a strong track record of
improving profits and top-line growth Toby
holds a master's degree in chemistry
from the University of Leeds and an
MBA from the University of Bath.

Rob Tupker

President, Health & Protection,
Performance Materials and Asia
Nationality: Dutch

Position and date of appointment
President, Health & Protection and
Performance Materials and Asia
since January 2023.

Other Executive responsibilities
Executive sponsor of the Diversity and
Inclusion l.eadership Committee, and
a member of the Executive Committee
Sustainability Steering Group and

the steering committee for our
Pathway programme,

Skills and experience

Rob was previously with Honeywell where
he held a variety of senior leadership
positions in its performance materia'ls
and home and building technologies
divisions. Before that he worked with
Sud-Chemie (now Clariant) and Unilever/
ICl's (now Givaudan's) flavour and
fragrance division. Rob worked and lived
for seven years in Asia-Pacific, five years
in the USA and 20 years across Europe.
He has a degree in chemical engineering
from Eindhoven Technical University, an
MSc from MIT and an MBA from INSEAD
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Governance report

Introduction from the Chair

88 We've been mindful of balancing
the need for short-term action to
address immediate headwinds with
positioning the business to deliver
long-term sustainable value. 99

Good governance is never more
important than during turbulent

times. Against this year's backdrop

of significant external headwinds for
Synthomer and an internal programme
of strategic evolution and restructure,
the Board has been focused on
overseeing, supporting and - where
necessary — challenging the direction
of the business.

Resilient governance in
challenging times

| can report that our governance
arrangements have stood the test of this
challenging year. Throughout, we have
been mindful of balancing the need for
short-term action to address immediate
headwinds while positioning the business
10 deliver sustainable value in the long term

Providing detailed oversight of
short-term actions and developing
long-term strategy

As we describe on page 107, we provided
critical oversight of the business as 1t took
action to address short-term balance
sheet challenges, while also overseeing
and scrutinising important long-term
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decisions. These include the integration
of our new adhesive resins business and
the development of a refreshed strategy,
which includes Synthomer’s decision

to reorganise into three market-focused
divisions, as described on page 14.

Ensuring skills and experience to
deliver the strategy and address
current challenges

We also continued our work on successicn
planning, welcoming several new faces
to the Executive Team — as described on
pages 116 and 117 I'm confident that our
Exacutive and Board position us well to
deliver on Synthomer’s strategy and purpose.

Retaining responsibility for ESG,
including sustainability

Sustainability is at the heart of our
refreshed strategy. This is a Board
priority. Throughout the year, we
considered environmental, social and
governance (ESG) 1ssues as a matter
reserved to the Board. We continued to
engage with shareholders, employees
and other stakeholders. On ESG, we
continued to oversee Synthomer's
progress towards net zero and other

critical ESG objectives, and ensure

that the business maintains momentum
as it builds a more diverse, inclusive
workplace (see pages 65 and 66).

Greater engagement with
employees and shareholders

One of the positive elements of this past
year has been the chance to meet and
engage with employees and shareholders
in ways that had to be halted at the peak of
the COVID-19 pandemic. For myself and
many Board members, this has meant
more detailed discussions with employees,
especizlly those in the USA who have
joined the Group relatively recently

(see page 67 and 68). | have also

had rewarding conversations with
stakeholders, including at our shareholder
meetings | thank them for their continued
support, and welcome them to our
Governance report.

Caroline Johnstone
Chair

28 March 2023



Our governance structure

The governance structure is designed to ensure that the Board’s focus is on strategy, monitoring performance and
ensuring appropriate risk appetite, risk management and controls.

Board

# Responsible for Synthomer's long-term success and setting the Group's purpose, values and culture, and strateqy
® [nsures appropriate controls and provides aversight in identifying, balancing and managing risk

® Responsible for corporate governance and monitaring performance of the Group

Audit Committee Nomination Committee ¥ Remuneration Committee Disclosure Committee

o Monitors integnity of financal ® Monitors the composition ® Sets reviews and ® Monitors comphance with

staterments — advises the
Board on financial

and balance of the Board to
ensure the appropriate size,

judgements and whether the

skills, diversity, knowledge

recommends remuneration
policy for the Charr,
Executive Directors and

disclosure controls and
procedures for material
information

Group’s Annual Report and Executive Committee
Accounts are fair, balanced
and understandable, and
provides the information
necessary for sharehclders
to assess the Group's
position and performance, ® QOversees recruitment
business model and strategy of Directors and senior
managerment

and experience ® Responsible for identifying
& leads progressive @ Ensures the remuneration inside information

refreshing of the Board, policy is properly

Committees and implemented

leadership team ® Reviews the design

and approves targets
of performance-related

& Reviews the Group’s internal pay schemes

financial controls and its ® Oversees development ® Reviews workforce
systems for internal control of a Board and senior remuneration and
and risk management management succession related polices

& Monitors and reviews the pipeline

independence, abjectivity and ® Keeps non-executive
effectiveness of the external and executive leadership
auditor and the Internal Audit development needs
function, and reviews and under review
recommends to the Board Fhe e Ensures annual Board
reappointment, remuneration
and terms of engagement of
the external auditor

and individual Director
evaluation processes
are carried cut
& Develops and implements

the Group's policy on the

engagement of the external

auditor to supply non-audit

sServices

Read more cn page 108 Read more on page 116 Read more on page 123

Executive Committee V

Chief Executive Officer

Chief Financial ~ Cruef Hurnan President, Chief President, President, President, Chief Counsel
Cfficer Resources Strategy and Technelagy Coatings & Adhesive Health & and Company
Officer MEA Officer and Construction Solutions Protectionand  Secretary
President, Solutions and Performance
Americas EMEA Materials and
Asia

At the start of 2022, Synthomer formed an Executive Sustainability Steering Committee. This Committee is chaired by the CEQ and,
since January 2022, meets quarterly. It is attended by the full Executive Committee. Each of our Vision 2030 sustainability goals is
owned and sponsored by an executive member wha is responsible far ensuring we have the right plans in place to deliver within the
timeframe At the end of 2022, the Coempany also formed an Executive Risk Committee, which we discuss in more detail on page 75

See page 39 for more information en our appreach to sustainability.

See page 120, Compliance with the Code, for more information on the division of responsibilities.
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Governance report

Our governance structure continued

Board and Committee meeting attendance

The table below outlines all Board and Committee meeting attendance. When a Director is unable to attend, their views are
sought in advance and incorporated into discussions

Non-Executive Directors must disclose to the Board other significant commitments before their appointment Any proposed new
significant cormmitments require Board approval before they are accepted.

Board Nomination Audit Remuneration Disclosure
Total number of scheduled meetings 12 6 6 6 7
Members Attended Attended Attended Attended Attended
Caraline Johnstone 12 6 7
Michael Will:;‘:me 7 12 7 . 7
Lity Liu — joined Synthomer in July 2022 7{(7} 4{4)
Brendan Connolly 1l 6 5 [ 7
Lee Hau Hian 12 6
Alexander Catto“ 12 6
Holly V;r:.')e;sen 12 _ 6 6 6 7
Cynthia Dubin - resigned in November 2022 81(8) 4{6) B (6) 5(5)
Roberto Gualdoni 12 6 4 6
lan Tyler — joined Synthomer in June 2022 6(8) 3(3) 4 (4)

For Directors who only served for part of the year, the numbers in brackets indicate how many meetings they were eligible to attend.
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The Board’s year

The Board was closely involved as Synthomer
navigated a year of change and challenge.

We held 12 Board meetings during 2022,
eight of which were scheduled, and four
of which were held at short notice to
discuss specific matters, including the
disposal of our Laminates, Films and
Coated Fabrics businesses, announced
in December 2022.

The end of COVID-19 restrictions in many
parts of the world meant we were able to
resume in-person Board meetings, make
site visits and hold our first open AGM
since 2019

Welcoming new faces to our
Executive Team and Board

Foliowing an extensive recruitment
process last year for our CEQ and CFO,
this year saw cur CEO Michael Willome
put his new Executive Team in place, with
the Board's support.

The Board is pleased to report that,
together, these appointments have
created a positive shift in our Executive
Team's gender, ethnicity and age profile.
See page 66 in our Sustainability report
for more information on the progress
we've made in our diversity and inclusion
agenda this year.

At Board level, we appointed lan Tyler as
our new Non-Executive Director in June.
We describe changes to the Executive
Team and Board, and our recruitment and
induction processes, in the Nomination
Committee repcrt from page 116.

Applying scrutiny and rigour
through difficult times

The business has faced challenging
headwinds this year and at times has had
to make difficult decisions. The Board has
been closely invalved throughout, ensuring
that we congider the expectations of
stakeholders and the long-term
sustainability of the business.

As Synthomer reported in our 2022
interim statement, demand for our nitrile
butadiene latex (NBR) — which was
exceptionally high in 2021 - has not
yet returned to pre-pandemic levels, as
severe destocking continues, The Beard
therefore considered and approved the
decision to pause investment in new
nitrile capacity untii demand returns

to growth At the same time, macro-
economic conditions contributed to

a slowdown in demand in many of our
other businesses. These headwinds
came at a time when Synthomer was
integrating our new adhesive resins
business, creating pressure on our
balance sheet.

The Group responded by focusing on
deleveraging and cash generation, and

by taking cperational actions to address
capital expenditure, working capital and
costs. In October, the Board approved the
decision to suspend dividend payments
until the end of 2023, and oversaw the
agreement with our banking syndicates to
widen the debt covenant, giving Synthomer
increased headroom, as described in the
Financial review on pages 28 to 33.

We know these decisions affect all our
stakeholders, and they were not taken
lightly. The Board consulted widely before
each decision and drew on a wholesale
review of options and information to help
guide the business on a path we believe
will [lead us back to sustainable growth,
Far more detail an how we considered
stakeholders, see page 107.

To make sure our costs and capital
expenditure reduction projects were
balanced, the Board provided specific
challenge to management around issues
such as health and safety and
maintaining the reliability of our plants.

Overseeing Synthomer’s
refreshed strategy

The Board was closely involved in the
development of Synthomer’s refreshed
strateqy, with its focus on attractive end
markets, innovation and sustainability,
and we held detailed discussions with
the Executive Team throughout. We have
also carefully considered and approved
Synthomer’s new divisional structure,
which was developed during 2022 10
align with the strategy and focus on the
Group’'s most important addressable
markets, creating three new divisions:
Coatings & Construction Solutions,
Adhesive Solutions, and Health & Protection
and Performance Materials. This structure
was launched in January 2023.
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The Board's year continued

As part of the process of developing the
strategy, individual Board members met
with McKinsey — appointed to facilitate
the process - to share their feedback

on the proposed scope of the work and
strategic considerations. McKinsey then
facilitated a workshop with the Board and
Executive Team in April and management
provided progress updates at subsequent
Board meetings. The Board held a special
strategic workshop and signed off the
refreshed strategy in June 2022, ahead of
its taunch to stakeholders at Synthomer's
Capital Markets Day in October 2022.
During the process, the Board asked the
team to ensure that both a speciality and
a base focus were considered, and we
challenged the assumptions used in
evaluating the various business units

and inidentifying core and non-core
businesses There was meaningful
debate around capital allocation

between core and non-cere

businesses, to ensure best value

We are confident that this strategic
approach is the right one — it reduces
the complexity of the business tc allow
Synthomer to focus on what it does best,
in areas where we see reat opportunities
to create value for our stakeholders. The
end-market focus is already proving
important in prioritising investment.

The strategy is described on pages 1210 15,

102 Synthomer plc Annual Report 2022

Divesting Laminates, Films and
Coated Fabrics

Synthomer's refreshed strategy
recognises the importance of portfolio
management to increase the speciality
weighting of our portfolio and focus on
higher-value, higher-growth markets, and
identifies core and non-core businesses
within the Group. This allows for disposal
of non-core businesses when the
opportunity supporis our strategy.

The Board oversaw and approved the sale of
the Laminates, Films and Coated Fabrics
businesses, announced in December, and
received regular reports on the disposal
process over some six menths. This was a
very full and extensive sale process, which
delivered a positive financial return despite
the challenging economic environment. We
cansidered the sale’s potential impacts on all
our stakeholders. The disposal is an early
step in our strategy and also allowed us to
reduce debt and focus rescurces, which we
considered was in the best interests of our
shareholders and the remaining employees.
We also concluded that the owner will be
a better home for the development of the
disposed businesses and therefore in the
interests of those employees and other
stakeholders. The Board debated a number
of offers, their various attributes and risks,
and approved and accepted the preferred
offer. The resolution to approve the sale was
passed unconditionally at Synthomer’s
General Meeting on 11 January 2023

Approving new sustainability targets

Sustainability is a critical enabler of our
refreshed strategy, a recognition of its
importance to Synthomer as a value driver,
as well as of our commitment to being

a responsible business. Sustainability
and ESG matters are considered at

most regular Board meetings and are
reserved matters for the Board.

The Board played an active role in 2021
in developing Synthomer’s Vision 2030
programme, and this year we continued
to review Synthomer’s ESG targets and
challenge the Executive Team to ensure
they remain as stretching as possible.

in 2022, this included more armbitious
commitments to science-based targets
as part of our pathway to net zero, with a
focus on absolute targets, as well as more
detailed climate-change scenario analyses.
We also challenged the team to set goals
around our employee engagement, and
move beyond a simple measure of
response rates tc employee surveys.

We agreed the next steps in our TCFD
reporting — continuing to work with
Deloitte on climate-change reporting —
and approved an internal carbon price

of £85 per tonne of carbon dioxide
equivalent. The Ccmpany chose this
price after a thorough market and peer
review, as well as a sensitivity analysis
against some of our capital growth plans.

For more infarmation see Synthomer and
sustainability, pages 40 to 72.



Maintaining a wide view of internal
and external trends

We began monitoring the effects of the
war in Ukraine at its cutset in February
2022 Since then, we have focused
particularly on European energy supply
security and costs - and this has been
a standing item on the Board's agenda
since April 2022, Qur focus continues
to be on security of supply and hedging
where appropriate.

Recelwving reperts on cyber security is
now a regular part of the Board's agenda,
with reviews twice a year. Although there
were no breaches in the year, Synthomer
runs a cyber security programme to help
lower the impact and likelihood of
potential cyber risks. This work will
continue in 2023, with plans to further
develop and test cur major security
incident response plan. Early in 2023, we
additionally retained an expert third party
to assist in the event of any cyber attack.

We also reviewed the Company's main
advisers and agreed with management’s
recommendaticns for appointing new
Joint brokers and a new debt adviser.

We received reports on the Business
Excellence project initiated in early 2022,
which focuses on commercial and
operaticns. The Board challenged the
project scope, targets and resources and
also contributed experience of similar
projects in other businesses.

Integrating our new adhesives
business

In April 2022, Synthomer completed the
acquisition of Eastman’s Adhesive Resins
business to form our new Adhesive
Technologies division, restructured as

of January 2023 to become Adhesive
Solutions Since then, the Board has
continued to monitor its integration into
the Group, its performance and its delivery
of synergy benefits. We receved regular

66 This year we continued to review
Synthomer’s ESG targets and
challenge the Executive Team to
ensure they remain as stretching

as possible. 99

reports at each Board meeting on progress
from the management team and also
monitored our exit from transitional service
agreements. The Board has particularly
challenged the resources required to
deliver a complex cperational and supply
chain integration against a challenging
economic backdrop.

Board engagement: strengthening
connections

Our Chair met with major shareholders
and reported to the Board on this
engagement wark in April. Shareholders
reflected on the detericrating economic
conditions and the unprecedented
downturn in the nitriles market. They
were interested to understand the
refreshed strategy, and we were satisfied
with the response to our Capital Markets
Day, which indicated strong support for
the strategy and the progress made by
our CEO in the year. Nevertheless, we are
in no doubt that they expect us to focus
on reducing debt and strengthening our
balance sheet.

Meanwhile, Non-Executive Directors
Alexander Catto and Holly Van Deursen
hosted face-to-face and virtual Employee
Voice sessions across all our regions.
This process ensures that the Board
hears directly from our employees. This
year, topics included mental health and
wellbeing, communication, change
rmanagement, and investment and
maintenance plans.

With COVID-19 restrictions eased, the Board
was able to meet the workforce in persen
again. This included visiting our Harlow site
and several of cur USA sites For more
detail, see People on pages 67 and 68

We also received twe reperts in the year
on follow-up actions from the Your Voice
2021 employee survey. Each region is
working to define and implement actions
related to their pecple, with the top areas
identified for improvement being
communication, collaboration and wellbeing.

EC styrene investigation

In November, the European Commission
published its degision following its
investigation into Styrene Monomer
purchasing practices between 2012

and 2018 Synthomer first disclosed this
investigation to the market in June 2018,
The decision resulted in a fine of

€43.6 million {£38.5 million}, modestly
below the £40.1 million adjusted
provision that Synthomer announced

at its interim results in August 2022.

The Beard has reflected seriously on this
decision. Synthomer is built on its reputation,
and the Board is focused on doing business
in the right way at all times. In 2018, the
Board instigated a root and branch review
of procurement across all of Synthomer's
purchasing activities and instructed a
bottom-up review of all aspects of our
compliance culture, including training and
support for staff. In 2022, we revisited this
work and reflected again on our compliance
culture with the refreshed Executive Team.
After much work and reflection, we are
satisfied that we have further strengthened
Synthomer’s compliance culture, which
very clearly prohibits any engagement in
anti-competitive practices.
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Governance report

The Board’s year continued

Risk management and
internal control

The Board of Directors has ultimate
responsibility for the Group's systems
of risk management and internal control
and for reviewing their effectiveness. It
also sets appropriate policies to ensure
that the Code requirements are met.

The Group's internal controls over the
financial reporting and consoelidation
processes are designed under the
supervision of the Chief Financial Cfficer,
Their aim is to provide reasonable
assurance regarding the reliability of
financial reporting and the preparation and
fair presentation of the Group's published
financial statements for external reporting
purposes in accordance with [FRS.

The Group risk management framework
is set out on pages 74 to 83. Risks
associated with safety, health and the
environment are, by the nature of the
Group's business, always of the utmost
concern — the Sustainability report on
pages 40 to 62 reviews the Group's 2022
SHE performance.

The Board confirms that a robust
assessment of the emerging and
principai risks facing the Group has been
carried out and that it has monitored and
reviewed the effectiveness of the Group's
risk management and internal control
systems in 2022,

Alongside this work we have continued to
suppert Synthecmer's evolving approach
to risk and the continuing development
of our risk management framework.

The enhanced risk review process
adopted through the year reflects work at
bath the Board and the Audit Committee,
where we have encouraged the team 16
consider velocity - the speed of a risk
affecting the business. And, while this
added a level of complexity, the business
managers’ feedback is that 1t has
improved the quality and depth of
discussions and helped ownership

of risk across the business.
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The new Executive Risk Committee is
also an important development (see
page 75). ensuring a top-down as well as
bottom-up assessment of risk.

We ran a series of deep dive Board sessions
this year with the Executive Directors and
senior managers to explore operational
performance in the divisions - for instance,
in the NBR market, we considered derand,
customers, plant utilisation rates, and
outlook and forecasting.

This mirrored specific risk deep dive
sessions at the Audit Committee. Deep
dives have become an important part of
the Board's agenda in the past couple of
years, because they help the Board delve
intc specific areas of strategic importance,
such as progress on innovation.

Ongeing commitment to Board
training and development

Each year, our Remuneration Committee
asks an external specialist to provide updates
on market practice, remuneration trends
and corporate governance developments
at its August meeting. In 2022, Deloitte
shared a detailed update on current and
future areas of reporting interest for
stakeholders, such as the current
cost-of-living crisis, sustainability metrics
inincentive plans and ethnicity reperting.

PwC also presented to the Board on the
latest issues from the UK's Department
for Business, Energy and Industrial
Strategy (BEIS) consultation on Restoring
Public Trust in Audit and Corporate
Governance. EY also provided an annual
Board training workshop, including
corporate governance, in February 2023

PwC provided a synopsis of its technical
programmes in November 2022, and this
fed intc a discussion at the Board of
priorities for 2023.




Governance report

Stakeholder engagement (s.172 compliance)

Understanding the issues that are important to our stakeholders
is essential to the way in which we develop and execute our
business strateqy. It is also critical to our long-term success.

Our approach to Section 172

Qur Section 172 statement describes the
ways in which the Board has carried out
11s responsikility to promote the success
of the Company, recognising that the

key decisions 1t makes today will affect
leng term performance. The statement
considers paragraphs (a) to (f} of Section
172(1) of the Companies Act 2006 and
includes details on how the Board has
considered and engaged with stakeholders.

When making decisions, the Beard
considers the needs of our different
stakehalder groups as well as the likely
consequences that any action taken might
have for Synthomer’s reputation. To help,
the Board receives papers that include a
table setting out Section 172 information.
It uses this information to inform strategic
discussions, including any implications
for the resilience of cur business and the
potential impact on our community and
environment. It is the Chair's responsibility
to ensure that the Board considers
Section 172 when making its decisions.

This process includes the Board and its
Committees considering the interests of
our employees. We primarily engage with
employees through Alexander Catto, our
designated Non-Executive Director for
workforce engagement. In 20272
Alexander was supperted by Helly Van
Deursen, and by other Board members,
when hosting employee meetings during
site visits in the USA. More information
about how we engage with employees
can be found in the People section of cur
Sustainability report on pages 67 and 68.

Board members make themselves available
to investors. In 2022, our Chair Carcline
Johnstone ran an engagement programme
with our major institutional investors and
reported to the Board on the feedback she
received. Brendan Connolly consulted
directly with more than 10 of our largest
shareholders and several proxy agencies
about our new remuneraticn policy, which
he describes in more detail on page 123.

Throughcut the year, the Board received
reports from management about their
engagement with customers, including
glove manufacturers and with utility
suppliers and site hosts at chemical
parks. These reports were even more
impartant this year, given the issues
around NBR demand and concerns
around energy security of supply.

We recognise that it is not always possible
to provide a positive outcome for all
stakeholders and that scmetimes the
Board has to make decisions based on
competing priorities. The Board regularly
assesses the outcomes of its decisions
and is available to talk to stakeholders when
needed. This engagement helps the Board
better understand what matters most to
our stakeholders and supports discussion
on relevant issues. It also helps the Beard
choose the course of action that best leads
to high standards of business conduct and
success for Synthomer in the long term.

Stakeholder engagement in 2022

There were no changes 1o the Board's
identified key stakehclders, as listed In
the table on page 107. In carrying out its
duties, the Board continued to ensure it
understands, and considers, the issues
that matter most to these stakeholder
groups, particularly when making
material decisions.

By early 2022, the pandemic no longer
had an impact on the Board's engagement
with stakeholders, and we resumed

site visits and physical meetings with
employees. Having completed our
biannual materiality assessment in 2021,
when we appraise what sustainability
issires matter most to our stakeholders,
we will engage on this again in 2023 For
more details, see page 44 of the
Strategic report.

Meanwhile, after two years of closed
meetings, we were pleased to return to
holding an open Annual General Meeting

in April 2022 We kept in place the option
for shareholders to submit questions in
advance of the meeting, however, which
we introduced during the pandemic. We
also have regular correspondence with
shareholders, responding 1o suggestions
and gueries.

Principal decisions in 2022

This was ancather busy year for the Board,
and one in which a number of difficult
decisions had to be taken - see The
Board's year on page 107. Below we set out
three examples of principal decisions the
Board took in 2022 and how it considered
Section 172 matters in the process.

Approving a refreshed strategy
PODO

In 2022 the Board approved a refreshed
strategy, with a focus on attractive end
markets, innavation and sustainability.

It was presented to investors, employees
and other stakeholders in October,

How the Board made its decision

In The Board's year, we describe the
strategic review undertaken during 2022,
the rigorous process followed over an
extended period and the Board's close
oversight and involvement. As the Board
reflected on the pctential strategic
options, it considered all stakehoider
groups - for example, the impact on
employees in non-core businesses of
pursing a focus on either base or
speclality chemicals and on the value
patential for shareholders.

The Board considered that strategic
alignment to end markets would enable
the Group to better serve its customers
and to focus its innovation and capital
allocation — and so deliver greater
business vaiue for shareholders.
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Stakeholder engagement (s.172 compliance) continued

We also reflected on the potential
disruption of a business reorganisation
We concluded that this was a necessary
step to align everyone in the business
with the new strategy and that it would
provide greater opportunities for
employee development.

Selling our Laminates, Films and
Coated Fabrics businesses

PODDO

In December 2022, the Board approved
this disposal and, in January 2023, we
put the proposed saleto a vote at a
General Meeting. It received 99.98%
approval. We appreciated the support
from investars, including Kuala Lumpur
Kepong Bhd.

How the Board made its decision

As part of the strategic review of the
Group, management undertook an
extensive analysis of our portfolio of

23 businesses. This involved detailed
market analyses — with challenge from
an external strategic adviser - as well as
an assessment of the Group’s market
position and current and future potential,
alongside likely capital requirements

Management proposed that a number of
businesses did not naturally fit with the
refreshed strategy and that those would
have betler prospects and opportunity to
develop under different ownership. The
Laminates, Films and Coated Fabrics
businesses were identified as non-core
businesses.

Alongside developing the refreshed
strategy, management undertook a

very detailed period of marketing of

the businesses, supported by external
corporate finance advisers. A number of
parties expressed interest and a period
of limited access and due diligence was
undertaken, following which a number of
parties confirmed offers for the businesses

The Board considered the forecasts for
the businesses and took external advice
on the value of the offers received. We
concluded that the potential proceeds
would be a significant step in the Group’s
plan to reduce borrowings and leverage,
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that the offers represented good value
for the businesses and that they were
also an important step in delivering the
refreshed strategy for the Group.

The Beard therefore considered that it
was In the best interests of investors,
employees and other stakeholders that
we progress delivering our strategy and
our leverage goal. The Board also
reflected on the impact on employees,
customers and suppliers in the businesses
being disposed, concluding that the
opportunities for investrment and
development would be greater under
different ownership.

We were also mindful of the additional
work that the transaction would place on
existing employees providing transition
services to the new buyer — but were
confident that management would
monitor the level of resource throughout
the transaction and adjust as required.

Refinancing, covenant waiver and reset,
and dividend suspension

@O

In September 2022, management
reported to the Board the expected
proloenged downturn in the Performance
Elastomers business, as well as the
headwinds across the European
business that were reducing demand.

It also reported that the Group's leverage
would increase as demand fell in a
number of markets.

The Board asked management to update
business forecasts, secure additional
banking facilities and renegotiate the
banking leverage covenants. We also
asked management to update its plan to
reduce leverage over the medium term to
the Group's stated aim of 1-2 times
EBITDA. The circumstances and plans
developed are described in The Board's
year on page 101, the CFO's report on
page 29 and the Charr’s introducticn to
the Strategic report on page 5.

The plan put forward to the Board for
approval included

® A programme of working capital,
capital expenditure and cost reduction

® Sale of non-core businesses (in line
with the refreshed strategy) if
appropriate value could be delivered

® Negotiating a covenant reset from its
banking group

Pursuing additional facilities

Waiving any dividend payment to
shareholders until the end of 2023.

In January 2023, the Board reviewed
and considered updated business
forecasts and budgets. It agreed that
management should refinance to ensure
that the business had medium-term
facilities and leverage covenants, with
appropriate headroom to enable the
business to operate through a period
of challenging economic headwinds
The refinancing was completed In
March 2023 - see page 207 for

more detail. o

How the Board made its decision
These were difficult decisions for the
Board, balancing the interests of
shareholders and other stakeholders.
Our guiding principle was in protecting
value in the business and providing
headroom, while integrating and
supporting the Adhesive

Solutions business

The Board recognised that investors
would be very disappointed by any
dividend waiver. However, having
considered forecasts and options in
detail, the Board concluded that the
proposals were in the best interests

of stakeholders overall and would best
protect and deliver value in the
medium term



Stakeholder groups

@ Customers

We work with more than 6,000 customers
worldwida, praviding the praducts thay need tn
address technical and sustainability challenges
in their own manufacturing processes.

G Employees

Our success relies on the talent of our
employees. We want them to feel part of a
culture that values diversity and inclusion,
fairness and transparency.

@ Communities

We want the communities who live near our
sites to see us as a good neighbour.

@ Suppliers

Our suppliers deliver the raw materials and
services we need 1o make our products. We look
for ways to work in partnership with suppliers to
create a more sustainable supply chain.

@ Shareholders

As a public company listed on the London
Stock Exchange and part of the FTSE 250 Index,
we have a responsibility to deliver value for

our shareholders.

@ Governments and authorities

As a member of the chemical industry and
scientific community, it is important we
engage on issues such as policy, compliance
and collaboration.

How the Board engaged in 2022

The Executive Comrmittee attended all
scheduled Board meetings, and divisional
presidents provided additional customer-
related intefligence and feedback

The Deard discusscd the eoceptional
shartfall in demand from our rutrile glove
custamers, and the imphcations for
managing supply and pricing, and decided
1o postpane the next phase of our nitrile
capacity expansion.

The Board approved a refreshed strategy that
focuses on getting closer to our customers
and cn growing in attractive end markets

The Board restarted physical meetings

for the Employee Voice an the Board
programme, holding an extensive series of
IN-perscn sessicns at sites inthe LSA as
part of the visit there In June

The Board now receives regular reports
about the progress of Vision 2030 and our
community targets.

The Board received reparts on
management’s work 1o ensure the
Group's supply ¢chain complied with
the new sanction regime put in place
as a result of Russia’s war in Ukraine

The CEQ and CFO provide the Board with
updates from their meetings with investors,
and aur Vice President of Investor Relations
shares investor relations developments at
every Board meeting

Our Chalir ran an engagement programme
with major shareholders and reported to the
Board on her findings in Apri)

The Chair of the Rermuneration Commuittee
initiated a consultation process with the
Group's top 20 shareholders — helding
direct consultations with 10 - at the end
of 2022 on the proposed new Directors’
rermuneration policy

We cooperated fully with the European
Commission’s Investigation inlo styrene
purchasing practices

Through the Company's broker, the Board
engaged with the FCA about preparing
the Class 1 circular for the sale of our
Laminates, Films and Coated Fabrics
businesses for shareholder approval

® Given that all areas of our pusiness have
seen weakened demand, the Board kept up
to date with operational issues, including
plant capacity, shift planring and headcount
reduction to match production 1o demana
and reduce costs

® The Board recewved reports on the Business
Excellence project imitiated in early 2022,
which focuses on commercial ang
operational excellence

® The Board received and considered two
reports on follow-up actions from the results
of the Your Voice 2021 employee survey

® European energy security and cost was a
key topic for the Board throughout 2022,
Management kept the Board informed on
how 1t was engaging with utility supplers
and site hosts as it worked to reduce
operational nsks

® Before each meeting, the Board receives
analysts’ forecasts and consensus for
financial performance, and a summary of
the externally prepared shareholder analysis
report This summary shows our top 20
shareholders and their movements,
alongside top buyers and sellers

® Analysts' reports and notes are shared
with the Board as they are issued

® The Board received reports on the
changing regulatory landscape, Including
the BEIS consultation, “CFD reporting and
cornorate governance

® The Board receves a report twice a year on
legal compliance with operational laws and
regulations at our sites.
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Audit Committee report:
introduction from the Chair

This has been a dynamic year in which
the Audit Committee adapted its work
programme to manage shifting
challenges and priorities, While the
Committee supported the Board in
addressing the significant headwinds
facing the business, it also made real
progress in strengthening Synthomer's
risk management and internal audit
processes. My predecessor, Cynthia
Dubin, did a great job guiding that
progress over the past two years. It
means | have inherited a strong audit
agenda - one that | look forward to
building on with the help of my fellow
Committee members.

Navigating a challenging year

Like other businesses, Synthomer has
navigated difficult economic conditions
in the past year, but it also faced a very
particular challenge in the Performance
Elastomers division After two extraordinary
years of high performance - largely driven
by COVID-19 demand for gloves made
with our nitrile butadiene latex (NBR) —
destocking has led to significantly reduced
NBR production volumes and delayed a
return to pre-pandemic NBR growth. This,
coupled with the acquisition of our new
adhesive resins business and weakened
European demand, meant we increased
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our leverage. As a result, the Committee
put more emphasis on internal control
and deep dive reviews to protect the
integrity of the balance sheet. We alsc
supported the Board's detailed analysis
of Synthamer’s position and portfolio.

See The Board's year on pages 101-103
for more information on this process.

Continuing to strengthen our
risk framework

Despite these challenges, the Committee
made good progress this year upgrading
our risk management framework, which
now embeds a clear set of nisk appetite
statements for our principal risks. Following
arecent review of our principal risks, and
as part of our standard governance
processes, the Board will regularly review
and update those statements to ensure
they reflect recent strategic changes,

While all our divisions have incorporated
velocity into their risk analysis over the
past year — alongside probability and
impact — our Industrial Solutions division
was the first to include it in its risk "deep
dive’ session with the Commititee.

Velocity 1s an increasingly important
factorin risk analysis, helping a company
to understand the time it takes between
arisk emerging and its impact being felt.

The more a business understands that
velocity, the more it can ensure it has
the right controls and mitigaticn plans

in place. For example, the speed at
which demand fell in our Performance
Elastomers business was unprecedented,
and we will reflect on this when developing
our market informaticn, controls and
mitigation plans in the coming year and
beyond. The Committee felt that our site
business recovery plans — tested at the
time of the Filago fire in 2022, and found
to be robust - could inform these market
response plans.

Towards the end of 2022, Synthamer
established a new Executive Risk
Committee (ERC) Its purpose is to
oversee principal and emerging risks and
carry out deep dives an any mitigating
action that might be needed. The Audit
Committee had encouraged the CEO to
consider such a committeg, so is pleased
to already have a more focused top-dowr
and cutward-looking risk review — one
that also complements the bottom-up
risk review undertaken at divisional level
The Committee will work closely with the
ERC to provide assurance to the Board
on risk management.

See our Risk report on pages 74-83 for
more detailed information on how we
manage our risks




06 Ve continue to operate under
challenging market conditions —
but are confident that Synthomer's
refreshed strategy and divisional
structure position us well. 99

Deepening the Committee’s
understanding of key issues

Audit Committee members carried out
divisional deep dive risk reviews, as well
as specialist functional risk reviews into
plant control systems, strategic sourcing,
insurance and pensions. On pensions
generally, careful stewardship by cur
pension trustees meant that ocur
exposure 1o the UK gilt crisis in
September 2022 was minimal

The Committee also reviewed
summaries of the work dene by the

Internal Audit team, which operates
a risk-based audit plan.

Keeping up to date

The Committee received several briefings
from PwC on key governance issues,
including on the UK's Department for
Business, Energy and Industrial Strategy
(BEIS) consultation on Restoring Public
Trust in Audit and Corporate Governance
This is crucial in helping members ask
the right questicns and stay ahead of
disclosure requirements.

Committee members also received and
discussed Financial Reporting Council
(FRC) thematic reviews on governance
issues such as sustainability and
earnings per share.

Continuing to review
environmental reporting

Sustainability remains a key issue for the
Committee, and we continue to develop
and refine our environmental reporting
methodotogy. On behalf of the Committee,

our Group Internal Audit and Risk
Director conducted an internal

review of the way we have designed
the controls and processes we use to
ensure the reliability and accuracy of our
environmental performance data. Asa
result, she awarded our methadology

a 'substantial’ level of assurance.

This year too, the FRC noted how we
explained climate change as a principal
risk in our last Risk report - page 71 of
aur 20271 Annual Repart. it shared our
explanation as good practice in its July
thematic review of TCFD disclosures and
climate in the financial statements. This
is recognition for Synthomer and a sign
that our environmental reporting 1s
growing in strength,

Responding to the BEIS
consultation

The Committee reflected on the BEIS
consultation and likely timeframe for
recommendaticns and implementation.
Executive management has previously
initiated a number of projects - in line with
the likely outcomes of the consultation,
and each with a project lead/owner -
to leverage the experience of internal
control envircnments we gained from
the 2020 acquisition of OMNQOVA, a US
Sarbanes-Oxley-compliant company.

As the Company waits for more certainty
on the timelines for the major proposals,
in 2023, we will continue to develop cur
plans for addressing the key elements

of the consultation Response Statement,
using in-house and external resources.

Welcoming our new CFO

In July 2022, Lily Liu joined Synthomer
as our new CFO, succeeding Stephen
Bennett, who retired from the Company
after seven years' service. | would like
to thank Stephen for his centribution to
the business. Each of the Committee
members spent time with Lily during her
incduction, and | am very pleased that Lily
has immersed herself quickly into the
business, leading the Finance function
during a particularly challenging time.

Providing support and challenge
for Synthomer

This year has been about balancing
immediate pricrities with long-term
geals. We continue to operate under very
challenging market conditions - but we
are confident that demand will return to
our end markets, and that Synthomer’s
refreshed strategy and divisionat
structure will position us well. Helping
the business navigate those challenges
while supporting the Executive Team's
work to execute our refreshed strategy
will be central to the Committee’s work
over the next year. Qur key pricrities in
2023 include:

® Supporting the Board as the
business navigates a period of
financial pressure and focuses
on deleveraging

® Financial reporting and internal
controls around integrating our
new adhesives business.

I look forward to working with my new
Commuttee colleagues to provide the
support and challenge necessary to
drive the growth | am confident that
Synthomer is capable of achieving

lan Tyler
Chair

28 March 2023
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Audit Committee report continued

Audit Committee role

We assist the Board 1o oversee our
financial systems and reporting, and
the adequacy and effectiveness of our
internal controls and risk management.
We also lead the oversight of both
external and internal audit. Our full
terms of reference, reviewed and
updated during the year, are avallable at
www.synthomer.com.

Committee members

The Committee comprised four members
during the year. After our final meeting of
2022, then Chair, Cynthia Dubin, resigned
and Non-Executive Director 1an Tyler was
appointed 10 replace her,

The Board considers that each member
1s Independent within the definition of
the Code. The current Committee Chair,
lan, has recent and relevant financial
experience in line with Provision 24

of the Code. He has extensive board
experience, including in the roles of CEQ
and chair of FTSE 250 companies, and
has been a Non-Executive Director

for several international industrial
organisations, including in the roie

of FTSE 100 audit commiitiee chair.

Together, Commitiee members have
a wide range of financial, cperational
and commercial experience across the
chemicals and engineering sectors.

The skills and experience of Committee
members are set out on page 95.

Committee meetings and operation

Other Board members have a standing
invitation to attend our meetings, unless
notified otherwise. We are very pleased
that our CEO and CFO attend cur
Committee meetings, often with the rest of
the Board Qur programme of risk reviews
and updates has also allowed us to invite
high-potential and diverse mempbers of the
management team to attend, These include
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senior Group finance team members, the
Group Internal Audit and Risk Director and
PwC, led by audit partner David Beer.

The Committee meets regularly with PwC
and with the Group Internal Audit and Risk
Director without management present

The Chair also liaises with Brendan
Connclly, the Senior Independent
Non-Executive Director and Chair of the
Remuneration Committee, to discuss
matters such as setting Executive
Director compensation targets.

Outside formal meetings, the Chair
meets regularly on a one-to-one basis
with the CEQ, CFO, Group finance team
members, Group Internal Audit and
Risk Director and PwC, to develop the
Committee’s programme of work and to
review progress on actions we have
agreed. This enables us to explore and
understand key issues as they arise
and to ensure we have appropriate
information prepared for, and sufficient
time to address, key issues in
Commitiee meetings.

Correspondence with the FRC

In July 2022 the FRC advised that it had
selected Synthomer to be included in its
thematic review of TCFD and climate
disclosures in the Annual Report and
Accounts for the year ended 31 December
2021 Synthomer's explanation of
including climate change within existing
principal risks was given as an example
of best practice,

Subsequently, in November 2022, the
FRC asked the Company to explain the
level of external assurance provided
around emissions verification, to provide
maore specific detail on TCFD-related
governance activities, and to outhne
any impact of climate-related risks
onintangible assets and goodwill.

The Committee considered these
recommendations and made
amendments for this Annual Report.

The FRC's letter provides no assurance
that the Annuatl Report and Accounts are
correct in all material respects; the FRC's
role is not to verify the information
provided but to consider compliance
with reporting requirements.




Activities during the year

To address our core remit in 2022, we:

Integrity of corporate and financial
reporting, significant judgements
and estimates

Reviewed and approved the Group's annual and intenim financial statements, including preliminary results
anrouncement

Reviewed and approved significant accounting policies, estimates and judgements and reported
alternative perfermance measures
Reviewed and challenged the assumptions and sensitivities in the scenarios modelled to support the

preparation of the accounts on a going concern basis and In assessing the longer-term viability of
the Group

Reviewed the FRC guidance for 2022 covering intenm reporting, annual accounts and corporate
governance reporting, along with a summary of the management's approach to implermentation

Assessed the processes for assuring the Board that the 2022 Annual Report and Accounts, when taken
together, s fair, balanced and understandable

Reqularly reviewed the Group’s material lilgation and concluded, in the March 2023 Commitiee meeting,
that the provisions are appropriate

Reviewed the UK payment practices report, aiscussed the underlying data and challenged management
on certain aspects of the report

External audit

Approved the external audit plan for 2022, discussed the expenence and expertise of the key members of
the engagement team, and approved the audit fee

Carned cut a review of the auditor's reports, Including PwC's views on significant accounting judgements,
estimates and the internal control environment

Reviewed compliance with the FRC's Ethical Standard for auditors and the restrictions on avditors in
providing non-audit services Approved the provision of certain permissible non-audit services by PwC
(see page 115)

Considered and confirmed Pw('s independence (see page 115} Monitored PwC's work as reporting
accountants, providing assurance on historic and pro forma financial information for the disposal of the
Laminates, Films and Coated Fabrics businesses, and their subseguent year-end auat, to ensure there
was no impact on 1ts independence

Reviewed and assessed the performance of PwG and our lead audit partner

Reviewed the log of accounting firm work to assist with independence requirements and considerations
in the event of a future audit tender

Considered the need to put the external audst out to tender After ¢iscussion and challenge, we
recommended PwC's reappointment

Internal audit, risk management
and internal controls

® Reviewed risk processes across the business to identify and mitigate risks

® Oversaw the roll-out across the Group of changes te our risk management framewaork, in particular adding

the speed at which the risk might cceur to prebability and impact

Continued our programme of deep dive reviews on the risk management of our global businesses and
functions Alongside our reviews of Performance Elastomers and Functional Solutions, we also
considered the Group’s Industrial Autormation and Control Systerms (IACS), global procurement,
commercial insurance and pensions with sentor members of the management team

@ Reviewed and approved the Group's Internal Audit Charter

® Reviewed the results of the World Econormic Forum (WEF) Global Risk Report 2022, to help identfy any

gaps In the Group's risk reviews

Recelved updates at each meeting on ongoing and completed internal audits and actions arnising

® Reviewed and approved the 2023 internal audrt plan and ensured there s sufficient resource 1o deliver it

Governance

Reviewed the corparate governance reporting and whether, as part of the Annual Repart, it was fair,
balanced and understandable

Qversaw the creation of the Executive Risk Committee, 1o assist the Audt Commuttee ta aversee the
effectiveness of Synthomer’s risk management arrangements

Recelvec and reviewed FRC thematic reviews on earnings per share and deferred tax assets

Met with Group Internal Audit and Risk Director and the external audior without management on
several occasions

Synthomer plc Annual Report 2022 111

1U0d3Y IOINVNYIADD _HOd3H 219319 E1S

SINIWILYLS TH¥IONVYNIL

NOHYIWHSOINI g3IH L0



Governance report

Audit Committee report continued

Going concern and viability
statements

To enable the Board and Committee

{0 assess going concern and viability,
rmanagement sets out its assumptions
and the potential risks to the business
and possible mitigations, together with
economic and business scenarios.
Curing the year, there was a particular
focus on the impact of:

® The disposal of the Group's
Laminates, Films and Coated
Fabrics businesses

® The reducticn in Performance
Elastomers’ 2022 profitability,
given destocking in the nitrile
gloves rnarket

® Recessionary pressures in Europe
affecting a number of divisions

The process — which management
conducted and the Committee
reviewed to support the Board's
staternent — included;

@ Reviewing the Group's sources of
funding and, in particular, testing the
leverage covenant in our financing
arrangements and assessing
available headroom, in light of the
refinancing described cn page 201

® Reviewing the short-, medium- and
long-term cash flow forecasts in
various severe but plausible
scenarios, as well as reverse
stress-testing forecasts

® Assessing the Group's current and
forecast activities and factors fikely
to affect its future performance and
financial position

The Committee discussed the going
concern and viability statements at the
February and March 2023 Committee
rmeetings and recommended that the
Board provide the statements on pages
151 and 90, respectively
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Fair, balanced and understandable

The work undertaken by management
— and reviewed by the Committee — to
support the Board's statement on our
Annual Report being ‘fair, balanced and
understandable’ includes:

@ Establishing a working group of
appropriately qualified pecople at
Group level to oversee the drafting
of the Annual Report and Accounts.
This group met regularly to ensure
that disclosures were appropriate
for all stakeholders and that drafting
was progressing well

® [Engaging a corporate
communications and reporting
adviser 1o assist in drafting, editing
and preofreading the Annual Report

® Ensuring that the FRC's October
2022 guidance, along with other
relevant guidance, was considered

® The CEO and CFO confirming that, in
their opinion, the Annual Report was
fair, balanced and understandable

® Requesting that certain key
contributors, for example, Presidents
and Finance Directors of our global
divisions, sign a declaration
confirming the accuracy of their
information

® Arranging for our remuneration
consultants to review the Directors’
remuneration report

® The Vice President, Group Finance
completing an audit trail for material
data underpinning non-financial
informaticn in the Annual Report

® Circulating drafts of the Annual
Report to PwC, the Audit Committee
and the Board for review

® Discussing material disclosures
at our February 2022
Committee meeting.

The Committee discussed the fair,
balanced and understandable statement
at our February and March Committee
meetings and, in light of the above,
recommended that the Board provided
the statement on page 152,



Significant areas of judgement and estimate

Going concern was identified as a significant area of judgement, in the light of profits for 2022 being lower than expected.
The Committee’s response and conclusion were outlined on page 112. In addition, the areas in this table were identified

Significant areas of judgement and estimate

The Committee’s review, challenge and conclusion

Impairment of goodwill and intangible assets

Potential indicators of a higher risk of impairment are that
Synthomer's market capitalisation is below the net asset value
of the Group, and a lower-than-expected trading performance.

Management presented a summary of the impairment of
goodwill and intangible assets for the cash generating units of
the Group, represented by the five reportable segments. The
Committee reviewed the key assumptions, including discount
and growth rates and potential sensitivities, and concluded
that there was no impairment for four of the five segments.

For the Adhesive Technologies segment, management
presented a paper that indicated an impairment of goodwill
of £133.7 million, caused by reliability and supply chain
issues, demand weakness in key adhesives markets and
lower-than-expected delivered capacity. The Committee
challenged the key assumptions supporting the impairment,
including growth rates and delivered capacity, and made
more enguiries with the external auditor, PwC. The Committee
concluded that the impairment was appropriate.

Fair value accounting for adhesive resins acquisition

The accounting for the acquisition of Eastman's Adhesive Resins
business is shown in note 30 to the accounts. The assets and
liabilities of the business have been included at fair value, with
the bafance of consideration shown as goodwill. The assumptions
involved in valuing the assets require significant judgement.

KPMG LLP was engaged to advise on the fair value of the
property, plant and equipment, intangible assets and inventory.
The deferred tax assets and liabilities were assessed by our
in-house tax team.

Management presented a summary of the acquired assets
and liabilities, and the valuation methodologies used for
each category. PwC, as external auditors, reviewed the work
undertaken by KPMG LLP and our tax team. The Committee
reviewed the methodologies, along with their conclusions,
and discussed them with the external auditor. We challenged
the valuation of customer refationships and other intangibles
and the appropriateness of the periods of amortisation.

Other areas of judgement

Alternative performance measures - Special tems

The Group discloses Special ltems separately, to provide a
clearer indication of underlying performance. Special ltems
are either irregular - so including them in the assessment of a
segment's performance would distort trends — or are technical
adjustments that ensure the Group’s financial statements
comply with IFRS but do not reflect the year's operating
performance, or both.

An example of the latter is the amortisation of acquired
intangibles, which principally relates to acquired customer
relationships. The Group incurg costs, recognised as an
expense in the income statement, in maintaining these
customer relationships. The Group considers that excluding
the amortisation charge on acquired intangibles from
Underlying performance aveids the potential double-counting
of such costs, so we exclude it as a Special Item from
Underlying performance.

For more detail, see note 4 to the Consolidated financial
statements on page 171.

The Committee regularly challenges management on what
are considered Special Items. it reviews in detail every item
that is excluded or separated from reported Underlying profit
and considers guidance from the FRC and the external auditors.

The Committee is satisfied that it is helpful to a reader of the
financial statements to report Underlying profit, together with
IFRS profit, without Special Items - and that all Special Items
reported met with the Group’s definition of such items.
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Governance report

Audit Committee report continued

Risk management and internal
control environment

Each year, the Board is required to
conduct a review of the effectiveness of
the Group's systems of risk management
and internal control, The Beard's
statement relating to this review is on
page 103. Atits February 2023 meeting,
the Committee reviewed management’s
assessment of the key elements of these
systems and confirmed their overall
effectiveness.

Our conclusicn drew on the following:

® The internal audit programme
completed during 2022 and progress
in implementing its resulting acticns

® Qur programme of risk reviews and
discussions with senior managers
and other staff across the Group
throughcut the year

® Ongoing management assurance —
via Committee papers, Board and
Committee presentations and
discussions - to review the Group's
key financial controls to ensure they
support our continued growth

® The key controls questionnaire, which
is completed and signed by each
Group cperating unit each guarter

November 2022

® Representations to the CFO from the
divisions’ financial and commercial
management that the financial
infarmation reported to the Group
has been prepared according to our
accounting policies and that all
relevant information has been
provided to prepare the Group's
Annual Report and Accounts. These
representations are made twice a
year In line with our external
reporting timetable.

Internal audit and risk
management function

The Group Internal Audit and Risk
Director has a direct reporting line 1o
the Audit Committee Chair, and provides
an independent assessment of the
effectiveness of our internal contrcl and
risk management processes, highlights
key issues, makes recommendations,
and monitors the implementation of
mitigations and recommendations.

We have a dedicated in-house Internal
Audit function, which draws on
specialist resources as reguired.

This year our Group Internal Audit and
Risk Director and her team refreshed and
expanded the methodology Synthomer

Outcome/action taken by the Committee

uses to select sites for audit. The
methodology now includes more
quantitative operaticnal metrics that
are key to the effective management of
our sites. This helps us better pricritise
audit activity using a risk-based approach
that now considers a wide range of
strategic, financial, operaticnal and
compliance criteria

At each meeting, the Committee
reviewed progress against the Internal
Audit annual plan and explored areas
identified for acticn. We also reviewed
completed audit reports, focusing on
recurring themes - which might require
Group actions — and areas where there
was divergence from self-assessments.

External audit and assessment
of audit quality

We reappointed PwC as our external
auditor in 2016, foliowing a full re-tender
process. The firm has been the Group's
auditor since 2012

The Committee discussed the 2022 audit
process at its November 2022 and Febroary
and March 2023 meetings, at which the
topics in the next table, relevant to the
external audit process, were discussed.

PwC’s audit risk assessment
(pages 154 to 160)

PwC undertook a detailed risk assessment, setting out its view of the significance
of key risks and the potential risk of material misstatement. As in the prior year, the
Committee agreed with PwC that climate change, while not an area of significant
risk, should be considered in the overall context of their audit opinion.

Materiality level for the audit
(page 157)

PwC proposed an audit materiality level of £11.7 million, based on 5% of the average
Underlying profit before tax for the past three years. This is consistent with the approach
adopted for the 2027 audit. After discussing this with PwC and management, the
Committee agreed it remained an appropriate methodology for 2022.

PwC's audit plan

We reviewed the audit coverage and agreed scope (page 154 to 160) in detail and
agreed they were appropriate. The Committee noted and approved the continued

high level of coverage.

PwC'’s resources

We reviewed and discussed PwC'’s resources with the firm, particularly the
experience and tenure of its audit partners in our key overseas territories.

Audit fee and terms of engagement

The Committee reviewed PwC's fee proposal in light of the risks identified and
proposed scope, and approved the proposed fee of £2.4 million, compared to

£1.7 million in 2021.
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February and March 2023

Outcome/action taken by the Committee

Confirmation of PwC's audit plan

PwC confirmed nc material changes to the agreed plan.

Audit findings, significant issues and
other accounting judgements
(pages 154 to 156)

These were discussed with PwC and management - the work of the Committee is
described earlier in this report.

Management representation letter

PwC’s independence, objectivity and
quality control procedures

The Committee reviewed and approved this.

The Committee evaluated and confirmed PwC'’s independence, objectivity and
quality control procedures.

During the year, the Committee Chair was in regular discussion with PwC'’s lead audit partner to discuss the progress of the audit. The
Committee met PwC without managerment being present after the February 2023 Committee meeting. No significant 1ssues were raised.

The Committee evaluated the performance and effectiveness of the external auditor in the following ways:

Audit quality — how we reviewed PwC's performance

External evidence

The Committee reviewed the FRC's 2021-22 Audit Quality Inspection Report
covering its conclusions from a review of a selection of PwC audits. This
demonstrated continuous improvement to audit guality and culture year on year.
David Beer, our audit partner, shared details of actions taken by PwC in response to

this report.

Management evidence

At our request, management sought feedback from people ac¢ross the business
who were involved in working on the year-end financial statements with PwC teams.
The feedback was positive for all questions asked, and indicated that PwC had
performed its audit well, with highest ratings for planning and quality of reporting.

Audit Committee evidence

David Beer attended all Committee meetings during the year. In assessing the
quality of the audit, the Commitiee noted the high level of coverage provided by
audit procedures over revenue and underlying operating profit (see page 154).

It also noted the challenges to management’s assumptions around ju';jgemental
items, such as goodwill impairment, pension liabilities and fair value accounting
{see pages 155-156), including the use of independent valuation specialists where
appropriate.

Auditor independence and
objectivity, and auditor-provided
non-audit services

The Committee has a clear policy on the
provisicn of non-audit services by the
external auditor and has defined the very
limited non-audit services they can provide.

Services can only be provided if approved
by the Committee, and they are subjectto a
cap of 70% of the average of audit fees for
the preceding three years. The Committee
must pre-approve all engagements for
non-audit services with an external audit

The Committee concluded that Pw(C's
independence and objectivity were not
compromised by providing these services
and that, because of its knowledge of the
Group and its financial statements, it was
in Synthomer's interests to engage PwC.
Having considered the steps taken by
PwC to preserve its independence and
the approach to non-audit services
described above, the Committee
concluded that PwC continues to
demonstrate appropriate independence
and objectivity.

firm to make sure that as many firms as
possible would be independent in an audit
tender. Details of audit and non-audit fees
paid to the auditor in 2022 are set out in
note 7, page 1/5.

PwC produced a report setting out how
it assessed itself as independent. This
included certain Reporting Accountant
activities undertaken as part of the
announced disposal of the Laminates,
Films and Coated Fabrics businesses
PwC confirmed that it remained
independent in respect of the 2022 audit
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Gaovernance report

Nomination Committee report:
introduction from the Chair

In 2022, the Nomination Committee
focused on the leadership and oversight
Synthomer needs to deliver its refreshed
strategy — now, and in the future. This
has included overseeing succession and
development of the Executive Team,
which Michael Willome built in 2022.
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An Executive Team to deliver
our strategy

We welcomed Lily Liu as our new CFO
in July, as announced in 2021 - and we
described the process of her recruitment
in last year's annual report.

Following that extensive recruitment
process — for our CEQ and CFQ - this
year saw Michael put his new Executive
Team in place, with the Committee and
Board’s support. Qver the year,
Synthomer appointed.

® Ang Perroni Laloe as President,
Industrial Specialties (now President,
Coatings & Construction Solutions)

® Toby Heppenstall as President,
Adhesive Solutions

® Alice Heezen as Chief Human
Resources Officer (CHRO)

® Jan Chalmovsky as President,
Strategy and M&A.

We also welcomed our new

Chief Counsel and Company Secretary,
Anant Prakash, in December. He succeeds
Richard Atkinson, who retired at the end
of February 2023 following a handover
pericd with Anant.

Our new divisional structure, announced
in Qctober 2022, saw the appointment
of new divisional presidents The
Committee was closely involved with
these appointments, and in planning
appropriate inductions.

Details of the full Executive Team can
be found on pages 96 and 97.

The Committee held regular meetings
with Michael as he considered the
composition, skills and experience
needed to support and implerment the
refreshed strategy. Committee and Board
members listened to and challenged
Michael on the overall compaesition

of his team, and met with candidates

to provide perspective and guidance.

Alongside the Executive Team, the
Company created a Global Leadership
Team (GLT) of around 75 leaders, which
held an inaugural meeting in October,
We believe this new team will help
ensure wider ownership, accountability
and alignment for the Company's
development plans, and align with the
Committee’s focus on diversity, inclusion
and succession planning — which

I discuss in more detall on page 118

At Michael's invitation, | spm GLT
and had the opportunity to meet many
of the attendees to reinforce the Board's
support for the refreshed strategy and to



set out our goals, pricrities and
challenges. | reflected on the energy,
drive and focus in this tleam, coming
together for the first time after the
pandemic and following twa significant
acquisitions

Board composition and changes

At Board level, Brendan Connolly came
to the end of his tenure in January 2023,
announcing his retirement as Non-Executive
Director, Senior Independent Director and
Remuneration Committee Chair from
May 2023. In Novemnber, Cynthia Dubin
resigned as Non-Executive Director and
Chair of the Audit Committee.

tan Tyler, who joined the Beard as a
Mon-Executive Director in June 2022
with deep non-executive experience
and following a distinguished executive
career, has succeeded Cynthia as Chair
of the Audit Committee. lan will also
become Senior Independent Director

when Brendan retires, and | set out the
process we followed for this important
appointment below. Helly Van Deursen,
who has been a Non-Executive Director
and member of the Remieration
Committee since September 2018,

will succeed Brendan as Chair of the
Remuneration Committee. Holly has
experience as a chair of large
organisations and of remuneration and
compensation committees, so is well
placed to succeed Brendan

I would like to thank Brendan and Cynthia
for their valuable service. We describe
the process of replacing them below.

Welcoming and inducting new
Board and Executive Team members

Our induction programme is an essentiat
part of a new Director's first months at
Synthomer, ensuring they receive the
information and support they need to take
on their new rote quickly and confidently.

The process for appointing lan Tyler in 2022

The Committee oversaw an induction
for Lily that included:

® A four-week handover from her
predecessor as CFQ, covering
key acliviues

® Meetings with the Executive
Committee for in-depth briefings
on therr businesses and functions

Meetings with external advisers and
our top institutional shareholders to
hear their views cn Synthomer.

lan Tyler's induction included:

® Lxtensive briefings on Synthomer's
markets and products

® Meetings with each member
of senior management and the
external auditors

& A pregramme of site visits

Setting role
requirements

To prepare for Brendan Connolly's retirement from the Board at the 2023 Annual General Meeting, following the end of
his nine-year tenure, the Nomination Committee, the Board and our Company Secretary worked with MWM Consulting

to develop a clear role and person specification for our new Non-Executive Director. Committee members debated
this specification — and one of the things we agreed was 1o focus on candidates with previcus experience as

committee chairs of UK plcs.

Identifying candidates

s0, they considered the broadest definition of diversity.

MWM Consulting developed several long and short lists of potential Non-Executive Director candidates. In doing

Process

MWM Consulting considered a poaol of 500 profiles, held exploratory discussions with 52 potential candidates,

interviewed and assessed 10 candidates, and then the Chair met with four candidates. The most suitable
candidates were then presented to the other mernbers of the Board. Having reviewed the process and evaluated
the candidates, the Nomination Committee unanimously agreed to recommend lan Tyler.

Recruitment

Remuneration and the Nominaticn Committees.

lan Tyler joined the Board in June 2022 and is now Chair of the Audit Committee and a member of the

The process for appointing our new Senior Independent Director

Setting role
requirements

Alongside our Non-Executive Director recruitment, the Committee started ptanning early in 2022 for succession to the
Senior Independent Director role, given Brendan steps down in May 2023. Egon Zehnder was appeinted to assist the

Committee to identify potential internal candidates and benchmark them to the external market. Egon Zehnder belped
us to develop a template of experience, attributes and skills required in our next Senior Independent Director.

Identifying candidates

We considered a number of existing Board members and discussed the merits of these candidates alongside

potentiai external recruits with Egon Zehnder. We were conscious of both the short- and long-term challenges and
aspirations of the business.

Process The Chair met with each member of the Committee, and with the CEO and CFO, to discuss the experience,
attributes and skills required, the potential internal candidates and the option of recruiting externally. We concluded
that we had a number of Board candidates with prior chair and senior independent director experience, who were well
qualified for the role,

Appointment The Committee met, without internal candidates present, and, after debate and consideration, unanimously agreed

te recommend the appointment of lan Tyler. His appointment takes effect from the 2023 AGM.
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Governance report

Nomination Committee report continued

Supporting Synthomer’s strategic
focus on diversity and inclusion

Diversity and inclusion i1s one of the five
pillars of Synthomer's refreshed strategy,
a clear acknowledgement that reflecting
the society in which we operate is both

the right thing to do and good for business.

The Committee was pleased to see more
improvements in diversity and inclusion
this year. The percentage of women in
senior management roles iNncreased to
25.4% — up from 20% in 2021 This is
clear progress towards our new target,
set this vear as part of our Vision 2030
programme, of achieving 40% senior
management gender diversity by 2030,

On our Executive Committee, recent
appointments have seen a significant
shift in gender, ethnicity and profile. On
our Board, 33% of positions are held by
women, and two members are from
ethnically diverse backgrounds, in line
with the Harmpton-Alexander and Parker
reviews respectively. The newer FTSE
Women Leaders Review sets a target of
40% female beard representation by
2025 The Financial Conduct Authority's
new Listing Rule, which will apply to
listed companies for financial accounting
periods starting from 1 April 2022, also
sets a 40% target; this will be a focus of
our Non-Executive Director recruitment
in 2023. We already comply with the

Listing Rule's target that at least cne
senior board position should be held by
a woman (we have a female Chair and
fermale CFQ), and at least one board
member should be from an ethnic
minority background (cur Board has

a very rich international diversity, with
mere than 50% non-British members).

The Board continues to support our diversity
and inclusion programme through our
Diversity and Inclusion Steering Committee,
and supports our employee resocurce
groups Diversity is always considered in
Nomination Committee discussions around
succession planning and, as a Committee,
we have consistently challenged the
Executive Committee - where Michael
has shown dynamic leadership on the
issue. Qur succession planning processes
have developed significantly in recent
years and our new CHRO has plans for
more development in 2023, See page 66
in the Strategic repcrt for more information
on Syntharner's diversity and inclusion
performance.

Developing our succession plans
and reviewing our skillsets

Now that the Executive Team is complete
and deiivering on Synthomer's strategy,
the Committee’s role is refocusing on
making sure we have a strong pipeline of
talent for the future — and contingencies

in place to deal with unexpected change.
That means thinking in the long term
about the skills, experience and mindset
needed for the future, as well as having
emergency succession pians in place for
key roles. For example, the Committee
discussed and agreed emergency
succession pians for our CEQ and CFO
positions this year. We have a clear plan
in place 1o regularly review succession
planning and development processes

at and below the Executive Team level.

In November 2022, we updated our Board
skills matrix against UK corporate
governance best practice, with support
from Egon Zehnder We alsc updated our
own, more detailed asséssment across

a range of operational and strategic
skills. This provided a sound basis for a
discussion about the critical skills the Board
needs to remain competitive in the future,
and to consider skills we might look for

in ocur search for a new Non-Executive
Director in 2023. This is also when we will
look to achieve a complement of 10 Board
members and maintain a majority of
independent Board members, after Brendan
steps down in May 2023 We are focusing
our search on board candidates with a
breadth of experience, ideally in innovation-
to-commercialisation processes.

Gender

Female e Male o

1/3

Representation of women
on the Synthomer Board

*Rohe o

1aaon ne a5 dus Gervaran? e ar oo zersho vt

Board diversity and tenure at a glance

86 Ve have overseen change
in our Executive Team this
year, as our CEQ put his
leadership team in place.
Diversity, equity and
inclusion have been
important in bringing
together a team to
deliver our strategy
and drive value. 99

yownodsdaa Broskanasasrz ar ot zersa o

Ethnicity

White L] 7
Asian - 2
Nationality

British [ 4
Swiss L ] 1
Malaysian [ 1
American [ J 1
German/italan” @ 1
Briush/Austrahian™ @ 1
Beard tenure

0-5years L] 5
5-70vyears - 2
=10 years - 2

118 Synthomer ple Annual Report 2022



Performance reviews

As Charr, | conducted annual performance
reviews with each Board member this year,
reviewing their contribution and agreeing
specific areas for each to contribute in the
coming year. | also undertook 360-degree
feedback and discussed this with Michael,
which was helpful for him in reflecting on his
first year in role. We agreed clear objectives
for the coming year. Brendan, in his role as
Senior Independent Uireclor, 8lso compieled
a review of my performance as Chair.

Board evaluation

We continued our process of Board
evaluations in 2022, as well as acting

on our evaluation from 2021 (see tabhle
below). We will commission an externally
led Beard evaluation in 2023, in line with
best practice to have an externally led
process every three years,

Our 2022 Board evaluation was ungertaken
late in 2022 when Board and Executive
Team members completed a survey
{coordinated for us by Egon Zehnder) We
used largely the same questions ag in 2021
to allow us to check progress and highlight
areas for more work.

In general, Board members concluded that
the Board processes had been robust
through the various challenges of 2022, and
had provided rigorous governance of the
strategic review and financing decisions
The Board believes that the transparency
and open discussions between the
Executive Team and the Board is a strength.

After acquiring Eastman’s Adhesive
Resins business, we asked lan Tyler to
undertake a review of board processes.
The Board then held a working session
to reflect on the general findings.

Other actions arising from the 2022
Board evaluation included

® Continuing to improve competitor
and industry intelligence

® [Focusing on our continuous
lessons-learnt culture

® Undertaking a horizon-scanning
risk workshop in 2023

Our Committee priorities for 2023
In 2023, the Committee will focus on.

® Ensuring that the business has
embedded succession planning and
developed processes to extend
diversity, equity and inclusion

® Recruiting a new Board member,
as noted earlier

® Continuing oversight of the Executive
Team development, individually and
as ateam

® Addressing the actions from the
2022 Board evaluation, as listed above.

A year of progress

This has been a challenging year for the
business as a whcle, but | am confident
that the work we've done as a Committee
will support the delivery of Synthomer's
strategy, which in turn will drive our
success in the future. There is more

to dg, but this is now a more diverse,
inclusive business, which is continually
evolving the skillsets we need. Our
culture 100, is increasingly open and
transparent — allowing us to have the
rigorous conversations that will underpin
our growth as an end-market-focused
speciality chemicals company.

Major actions from our 2021 Board evaluation

Topic

Suggestion for improvement

Action

Board and Executive departures

As we welcome new members to the
Board and Executive Team, we thank
those leaving for their contributions to
the business and wish them well | want
to finish with two notable departures.

® Brendan Connolly comes 10 the end of
his tenure on the Board and steps down
as Remuneration Committee Chair and
Senor Independent Director in May,
Brendan's experience, challenge and
expertise have been invaluable to
the Board, and delivered in a calm,
pragmatic and supportive way.
| appreciated his support and counsel as
I took on the Chalr role. Itis to his credit
that we have had a smocth handover
1o Holly in the past few months.

® As noted earlier, Richard Atkinson
retired from his role as Chief
Counsel and Company Secretary
on 1 December 2022 and left the
Company at the end of February 2023,
after a comprehensive handover with
his successor Anant Prakash. Richard
has been with the business for 25
yvears and has advised and supported
a number of Chairs, CEQs, Board
members and Executive teams. He
has made a huge contribution to the
business and its development, and is
the epitome of the Synthomer culture:
dedicated, caring and hard-working,
with a focus on the Company’s purpose
and supporting his colleagues and our
stakeholders. He will be missed.

Caroline Johnstone
Chair of the Nomination Committee

28 March 2023

Lessons learnt

Ensure Board maintains
culture of learning tessons

The Company Secretary led a follow-up review as the European Commission
styrene investigation concluded. This updated work, undertaken in 2018 and 2019,

and we reflected on the culture and values of the business with the new Executive

Team.

Strategy Clarify Board and

Executive Team roles in
developing strategy

We developed a plan for the strategy review, with input from the Board at each

options and recommendations.

stage of the process and several key Board/Executive workshops to debate

Employee engagement

Reinstate site visits and

extend programme of
employee engagement

This was a year of increased activity, as set out in People on pages 67 and 68.
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Governance report

Compliance with the Code

For the year ended 31 December 2022, we applied the principles and complied with the provisions of the 2018 UK Corporate
Governance Code (Code). The Code is available in full on the FRC's website at www.fre.org uk

1 Board leadership and Company purpose

A Board's role

B Purpose and cuiture

C Resources and controls

D Stakeholder
engagement

E Workforce engagement

The Board is responsible for providing overall leadership for the Group. It sets the Company’s purpose,
values and standards, approves the overall strategy and long-term objectives, and approves strategic

aims and goals. It is responsibie for the Company’s long-term success, and for how opportunities and
risks are assessed in relation to this.

The Board has established the corporate governance framework under which the Company operates —
this guides the Board to ensure it focuses on strategy and monitoring the performance of the Group, as
well as risk and control matters.

There is a formal schedule of matters reserved for the Board, which is reviewed annually to ensure an
appropriate delegation of duties to the CEQ is maintained. An annual Board planner is prepared at the
start of each year to ensure important and relevant topics are discussed at Board meetings throughout
the year. This year we added the discussion of ESG issues as a matter reserved to the Board.

For more details, see The Board's year from page 101.

The Board adopted the Compariy’s statement of its purpose in 2020 and worked with management
during 2027 to develop and launch our Vision 2030 roadmap, which will underpin the delivery of our
purpose over the coming decade.

In 2022, as part of our Vision 2030 work, we committed to science-based targets, increasing our greenhouse
gas reduction targets in Scopes 1,2 and 3 and reporting on absolute emissions rather than intensity. Similarly
stretching is our new target of 40% gender diversity across our entire senior leadership team by 2030.

We have now embedded our five core values into how we work, a process the Board has monitored and
assessed. Synthomer's values and purpose are central to the Company’s refreshed strategy, developed
over 2022 with significant Board engagement, and launched in October 2022. Diversity, equity, inclusion
and holistic people development form one of the strategy’s five pillars. Sustainability is a critical enabler
of the strategy.

The Board considers and monitors strategic projects and priorities at each meeting and, as part of that process,
members receive and consider reports about developments and progress against plans and resourging.
Financial and operational performance against budget and KPIs is also reported at each Board meeting.

The Board has designated Synthomer’s CEQ responsible for developing and preparing the Group strategy,
business plan ard annual budget for recommendation to the Board. The CEQ is also responsible for all
aspects of day-ta-day operational control and for executing Group strategy.

The CEQ is also chair of the Executive Committee, which meets once a month. This committee includes
the CFO, the Chief Counsel and Company Secretary, and operational and functicnal Group presidents.
The CEQ and CFO share monthly management reports with all the Directors, which contain business,
financial, health, safety and environmental, and human resources reviews.

The Board fully considers shareholders’ and wider stakeholders’ views when making strategic decisions.
More information can be found on pages 105 to 107.

Alexander Catto, Non-Executive Director, is the Board's designated employee voice. In this role, he is
supported by Holly Van Deursen, one of our other Non-Executive Directors. This year they hosted
face-to-face and virtual Employee Voice sessions acress all our regions; topics included mental health
and welibeing, communication, change management, and investment and maintenance plans. Other
workforce engagement is undertaken directly by the Board, such as through our Engender women's
network. With COVID-19 restrictions eased, the Board was able to meet the workforce in person. This
included visiting our former OMNGOVA USA headquarters for the first time since the pandemic began.
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2 Division of responsibilities
F Role of the Chair

G Composition of the
Board

H Role of the Non-
Executive Directors

I Role of the Company
Secretary

We document the role of the Chair on page 122

The compeosition of the Board is set out in the section Our Board of Directors on pages 92 to 94 Half the
Board, excluding the Chair, comprises independent Non-Executive Directors, with that independence
being assessed annually. This ensures no one persen or group of interests can dominate Board decision
making or debates.

We document the roles of the Board, Board Committees, Chair and CEO on page 122. We have a clear
division of responsibilities between the Board and Executive leadership, with a list of matters reserved
far the Board.

The main responsibilities of our Non-Executive Directors are to provide constructive challenge and
scrutiny, to hold management and individual Executive Directors to account against agreed performance
objectives, and to oversee employee engagement.

In addition, our Senior Independent Director acts as a sounding board to the Chair, is an alternative
contact for the other Directors and shareholders, leads an annual meeting process to evaluate and
provide feedback on the Chair's performance, and provides constructive challenge, strategic guidance
and specialist advice.

When a candidate is appointed, we assess whether they have sufficient time to be a Non-Executive
Director. Any proposed significant external appointment needs the Board’s agreement.

Cur Company Secretary’s main remit is to advise the Board an all governance matters and on important
legal and regulatory issues. This ensures the Board has the necessary policies, processes, information,
time and resources to function effectively and efficiently.

3 Composition, succession and evaluation

J Appointments to the
Board and succession
planning

K Skills, experience and
knowledge of the Board

L Board evaluation

Our Nomination Committee is responsible for assessing the composition of the Board, for making
recommendations for new appointments and for succession planning. In making recommendations for
appnintments to the Board, the Committee considers the balance of skills, experience and knowledge
needed to enhance the Board and support the Company to execute its strategy.

For more details, see our Nomination Committee report on page 116.

The Nomination Committee ensures the Board has an appropriate mix of skills, experience and
knowledge, with due regard for the benefits of all types of diversity.

In November 2022, we updated our Board skills matrix, with support from Egon Zehnder. This built on the
independent skills review we conducted in 2020 and 2021, which identified critical skills the Board needs to
remain competitive in the future, including marketing, digitisation and sustainability.

Our last external Board evaluation, facilitated by Egon Zehnder, was undertaken during 2020. We
conducted an internal review in 2022, supported by Egon Zehnder. See page 11% for details of our
decisions and actions.

An externally facilitated Board evaluation will be carried out in 2023.

4 Audit, risk and internal control

M iInternal and
external audit

N Fair, balanced and
understandable

o

Risk management
and internal controf
framework

The Audit Committee is responsible for reviewing the relationship and independence of the Group’s
external auditor, PwC, and for overseeing the independence and effectiveness of internal audit.

In 2022 the Committee considered PwC's reporting accountant activities as part of the announced
disposal of the Laminates, Fitms and Coated Fabrics businesses. For more detail, see page 115.

The Board considers that this 2022 Annual Report is fair, balanced and understandable and that it provides
information necessary for shareholders to assess the Company's performance, business model and strategy.
We enabled this through a dedicated working group overseeing its drafting, by ensuring FRC guidance
was observed, by requiring key contributors to confirm the accuracy of their information, and by
circulating drafts to PwC, Committee chairs and the Board for review.

The Board sets the Company’s risk appetite and annually reviews the effectiveness of the Company’s risk
management and internal control systems.

In 2022, as part of our integrated risk management framework, the Committee supported the new
Executive Risk Committee’s robust assessment of principal risks and uncertainties.

A description of the principal risks facing the Company is set out on pages 78 to 83.
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Compliance with the Code continued

5 Remuneration

P Remuneration policies
and practices

Q Executive remuneration

R Remuneration
outcomes and
independent judgement

Synthomer aims to reward employees fairly. Our remuneration policy is designed to promote the
long-term success of the Company while aligning the interests of the Directors and shareholders. A new
policy will be put forward for shareholder approval at our 2023 Annual General Meeting.

The proposed new remuneration policy can be found on pages 128-134.

The Remuneration Committee is responsible for setting the remuneration for all Executive Directors and
the Executive Committee. No Director is involved in deciding their own remuneration arrangements or
outcomes.

Details of the work of the Remuneration Committee are set out in the Directors’ remuneration report on
pages 123-144.

Division of responsibilities and Board balance

The composition of the Board, including the names, responsibifities and other details of each of the Board Directors, is set out on pages 92-94.

The Board believes the current balance of Executive and Independent Non-Executive Directors remains appropriate, given the size and nature
of the business, and ensures that the Board's decision making is not dominated by any single individual or small group.

In addition, the combination of the experience, diverse backgrounds, length of service and calibre of the Non-Executive Directors further
enhances this balance and our ability to deliver the Group's strategy, while mitigating against the risk of group think.

The responsibilities and roles of Board members are clearly defined and set out here.

Position

Responsibilities include

Chair

Leading an effective Board
® Shaping and promoting a culture of openness and debate

Setting the Board programme and agenda and ensuring the Board receives timely, accurate and clear
information

# Facilitating effective contribution from ali Board members and constructive relationships with
Executive Directors

Coordinating annual performance review of and feedback to Board members
Holding meetings with Non-Executive Directors without Executive Directors present
® Ensuring effective communication with shareholders and other stakeholders

Chief Executive Officer

® Developing and implementing Group strategy to create long-term value, reflecting the needs of other
stakeholders

& Day-lo-day operational leadership, perfermance and management of the Group, in line with the agreed
strategy

® Chairing the Executive Committee
Overseeing corporate relationships with investors and other stakeholders
Setting the tone on Group culture and values

Senior Independent Director

Being a sounding board to the Chair and, if necessary, to other Directors
Being available to investors and other stakeholders, when required, to listen to views

® Leading an at least annual process to evaluate and provide feedback on the Chair’s performance and
leading the process for the Chair's succession

Non-Executive Directors

Providing constructive challenge, independent perspective, strategic guidance and other specialist advice

& Scrutinising and holding to account performance of management and individual Executive Directors
against agreed performance objectives

® Monitoring the implementation of the Group's strategy, providing oversight of its risk and control
environment, and ensuring the integrity of its financial reporting

Ensuting recruitment and succession planning is appropriate for detivery of the strategy
¢ Employee engagement and ensuring the needs of stakeholders generally are appropriately considered

Chief Counsel and
Company Secretary

® Advising and updating the Board on all governance and compliance matters
Supperting and advising on induction, fraining and evaluation of the Board and its Committees

e Ensuring the Board has the necessary policies, processes, informaticn, time and resources to function
effectively and efficiently

Advising the Board on important legal and regulatory matters
Maintaining records of all matters discussed and approved at Board and Committee meetings
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Directors’ remuneration report:
introduction from the Chair

It has been a year of transition for
Synthomer, with an updated strategy,
organisational change and new measures
to navigate a difficult financial and
macroeconomic landscape. For the
Remuneration Committee, our most
important task has been updating our
remuneration policy to adapt to three
main focus areas: repairing the balance
sheet by reducing debt, implementing the
new strategy and growing the share price.

Updates to our remuneration policy

Following a thorough review of our current
policy, the Committee remains satisfied
that our overall framework — an annual
bonus and performance share plan (PSP}
- rernains the right approach for Synthcrmer.

Nevertheless, with the arrival of the new
Executive Directors against a backdrop
of challenging market conditions, rising
inflation and the focus on rebuilding our
balance sheet, the Committee considered
it important to motivate and reward share
price growth.

So, we have agreed to Introduce an
additional annual award of 50% of base
salary under our PSP This additional PSP
award will be based wholly on more
challenging relative total shareholder
return {TSR) targets. The award will only
start to vest for achieving upper quartile

performance, with maximum vesting only
achieved at upper decile This is to make
sure the Executive Directors are aligned
with our shareholders’ expectations and
experience, and that they are focused on
delivering the new strategy to build the
share price. This additional award will
also be subject to the Committee’s
normal discretionary assessment, malus
and clawback, and a two-year holding
period — which ensures that all long-term
pay covers a period of five years.

As a result of this additional award, the
aggregate PSP opportunity of the two
awards is now 250% of base salary for
our CEQ and 200% for cur CFO. The
Committee considers that the overall
reward opportunity for the Executive
Directors is fair given the complexity and
geographical reach of our crganisation —
which means the size and scope of our
Executive Director roles are greater than for
other companies of a similar financial size.
We verified this with two market studies,
which confirm that this is well within
expectations for the chemical industry

To accommadate the proposed increased
maximum under the PSP, we will aiso be
putting an amended version of the Plan rules
1o shareholders for approval at the 2023
Annual General Meeting. The only change
to these rules will be to increase headroom
for the Executive Directors’ awards.

We have provided more flexibility under
the policy in relation to performance
measures under the PSP, so that at least
70% of the primary award under the PSP
is based on financial measures and the
remaining 30% on sustainzbility and/or
strategic measures (currently at least 80%
is based on financial measures and 20%
on ESG and/or strategic measures). This
change is to align with the current bonus
wording and potentially allows for other
ESG measures if required in the future.
However, at this time, we do not intend to
change from our current approach of 80%
of the primary PSP being based on
financial performance and 20% on
strategic/ESG performance measures,
with the additional award being based fully
on TSR performance, as outlined above.

As part of the policy review, we have also
formalised the deferral of one-third of the
annual bonus inte a restricted share plan,
{which, for Executive Directors joining
after the date that the policy comes into
effect, would be forfeited for bad leavers),

During our policy consultation process we
spoke with, or responded to, a number of our
largest shareholders and several proxy
agencies, from which we received valuable
and clear feedback on the proposals As a
result of feedback received, we removed
our initial proposal ta include flexibility
within the policy 1o increase the bonus by
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Directors’ remuneration report: introduction from the Chair continued

25% of salary, and also linked the additional
50% of salary under the PSP to very
challenging relative TSR targets.

Some cormmon themes emerged from the
feedback: restraining salary increases for our
Executive Directors below inflation and no
higher than workforce levels, explaining what
we have done o help our employees navigate
these tough times and explaining what we
are doing to manage against windfall gains.
Respondents also wanted assurance that
we wolld signal any non-compliance with
best practice and explain our rationale

for our decisions where appropriate.

We encountered a divergence of views on
susiainability goals, with advice ranging
from not including any goals within
incentives at all 1o ensuring that those we
do set are quantitative and challenging.
Following this mixed feedback, the
Committee felt that continuing with

the Company's current approach to
sustainability goals remained appropriate
- that is, including a quantifiable CO2
reduction measure in the primary PSP
award. We were also challenged cn our
decision not to increase the shareholding
requirements beyond 220% and 200%
respectively for the CEO and CFO.
While this is something the Committee
discussed, we determined it a premature
change given that the Executive Direclors
had just joined Synthomer. It is, however,
something that the Committee will
review during the next policy period

The Committee has responded to the
challenges of the changing organisation
by ensuring we were well advised by our
consultants and took account of input
from shareholders, proxy agencies and
institutional sharehclder bodies. This helped
ensure we were well informed and could take
decisions in a fast, decisive manner with the
appropriate challenge, so that different views
could be shared before reaching consensus.

2022 incentive outcomes

The CEQ and CFO achieved 10% of
maximum bonus outcomes in 2022. The
profit before tax (PBT) and safety, health
and environment {SHE) metrics were not
met despite the SHE outcome being very
close (+0.04) to the original targets. The
10% was awarded for personal and
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strategic targets relating to the strategy
review, integration of Eastman’s Adhesive
Resins business and capital investment for
the CEC; and, for the CFO, liquidity, gearing
and cash management. The Committee felt
these were fully achieved, as described on
pages 14G-141. As part of the terms of the
CFO's appointment, it was agreed that any
2022 bonus payment would not be time
pro-rated.

The Committee considered the final
cutcome in the context of performance
in the year and if discretion should be
applied. The Committee looked at
performance in the round, while also
noting the need to ensure our newly
appointed Directors are appropriately
incentivised to deliver the Group's
ambitious objectives, including the
refreshed strategic plan

Given the strong start in their role and the
challenging environment the Directors
are cperating in, along with the excellent
pragress made inimportant strategic
objectives including cash management
and implementing synergies, it was felt
the formulaic cutcome was appropriate
Therefore, no discretion was applied.

The former CFO, SG Bennett, was
awarded a 10% bonus for achieving his
objectives during the year, which was
pro-rated 1o 4 November 2022, the date
he ceased employment with the
Company. This was in line with the
terms agreed with him regarding

his 20272 remuneration. We also treated
him as a "good leaver” for the purpose
of his remaining share awards. These
awards will vest at the normal time and
will be pro-rated to 4 November 2022,

The wider workforce received similar
outcomes under the Group-wide bonus
plans, with some local SHE bonus targets
being met, The Committee determined
that no discretion wouid be appled.

For the PSP, our performance measures,
relative TSR and earnings per share
(EPS) growth, we gave no payout, given
the fall in Synthomer's share price and
financial performance. The cost
efficiencies &s a result of cost synergies
with the OMNOVA acquisition were met
in full (30% of the award) as the final
outcemes exceeded the maximurn target

set. The maximum target for the 10% of
the award based on reducing our CO2
emissions by 15% was exceeded, so 40%
(30% and 10%) of the maximum vested.

Given both our current Executive
Directors were appointed more recently,
neither was eligible for vesting under the
2020 award. The Cormmittee determined
that SG Bennett would be treated as

a good leaver for the purpose of his
unvested awards under the PSP (see
pages 142 and 145 for more detail). The
Committee was pleased at the progress
made against the targets for synergies
delivered from the OMNCVA acquisition
and the overall outcome of $42.4 million
represented a very strong result,
especially in the context of a difficult
external economic period. The Company
also performed very well against
challenging carbon targets, an important
step towards our Vision 2030 and net
zero by 2050 goals. Because of this
performance, the Committee felt the final
outcome te be fair and no discretion was
applied.

Additionally, because the share price
is currently lower than that of the 2020
grant, the Committee considered that
there was no windfall gain.

Far more information on our work to
reduce our COz eMissions, see our
Sustainability section on pages 39-72.

In terms of the Furopean Commission’s
investigation into styrene monomer
purchasing practices, the Remuneration
Committee agreed not to reflect the
impact of the fine on the remuneration
for the former Directors. Given the fine
relates to historic practices, it was also
decided that this will not affect our
current CEQ and CFQ's remuneration
packages. For more information on

the investigation, see The Board's year
on page 103

Performance measures for variable
executive pay in 2023

Annual bonus

For 2023, we are adding a new cash-
based measure, which, together with
PRT, will represent 80% of bonus
weightings This reflects the fact that
lowering debt is a top financial priority,



With this new focus, our measures will
be split as follows:

® Underiying profit before tax — 60%
® Groupcash - 20%

® SHEtargets - 10%
[ ]

Strategic personal targets — 10%.

PSP

For the primary PSP award, we have
introduced a measure linked to reduction
in leverage aligned to this critical
business priority for the next three years.
So, performance measures for the
primary PSP award are:

® 20% — relative TSR (median to
upper quartile target range)

30% — EPS growth
30% - leverage

20% - strategic, which will be split
50:50 between a Vitality Index target
and sustainability measures (a 30%
CO2 reduction target).

As noted above, the additional PSP
award of 50% of base salary will be
based sciely on relative TSR (upper
quartile to upper decile target range).

This year we returned to our standard EPS
performance metric as planned, having
rebased it for one year for awards
granted in 2022. This temporary step
helped remove the impact of record
margins in our nitrile latex business
caused by the COVID-1$ pandemic.

Given the recent fall in share price, the
Committee considered the share price
ahead of the 2023 PSP grants and the
potential for windfall gains. The CEO and
CFO were both recruited during iate 2021
and 2022, and the Committee believes

it is critical to ensure that they are
appropriately incentivised to deliver

the Group's ambitious objectives —
including the refreshed strategic plan,
strengthening the balance sheet and
growing the share price — especially

in the context of challenging market
conditions. That's why the Committee
has determined that it is not appropriate
to reduce their award at this stage.
However, the Committee will carefully
review the value of award at vesting and

would lock to scale back at that point If
it considered that management had
benefited from a windfall gain.

Executive salary rises in line with
our workforce

When setting salaries this year, the
Commitiee considered the financial
pressures facing both the business and our
employees. As aresult, it agreed on a salary
increase of 3.8% for the Executive Directors —
in line with the average merit increase
awarded in the UK at management levels,
and below the average merit increase
awarded in the UK below management
levels. Other initiatives to support
employees in 2022 included one-off
payments, food vouchers, and discounted
and subsidised shopping. Meanwhile, our
Non- Executive Directors, including cur
Chair, will not receive a salary rise in 2023,

Since acquiring the adhesive resins
business, we have ensured that bonus
and salary structures are aligned with
our remuneration frameworks and
processes. In line with common practice
for other levels, we also conducted

a benchmarking review for senior
management salaries during the year.

A rise in our gender pay gap

Our 2027 gender pay gap report showed
both cur mean and median gender pay
gaps increased, due, in part, to arise in
the number of women employed at the
two lowest-paid levels of the business.
While the number of women at the two
highest-paid levels grew, it was not
enough to alter the gap. Representation
of wormen at mid-senior levels of the
business remained the same as the
previous year.

Our 2022 report shows our mean gender
pay gap again increased, due, in part, to
another rise in the number of women
employed at the lowest-paid level of the
business, while the median gender pay
gap decreased because upper and
middle quartile pay improved from the
previous year Representation of women
at senior levels of the business increased
from the previcus year and will continue
to improve these metrics.

Read our full gender pay gap reports at
www.synthomer com/investor-relations/

corporate-governance/group-policies/

Staying up to date with
stakeholder issues

Once again, cur remuneration adviser
provided training for Committee members,
including a detailed update on current
and future areas of reporting interest for
stakeholders. These areas included the
current cest-of-living crisis, sustainability
metrics in incentive plans and ethnicity
reporting. We also held a session 1o
discuss new guidance from investors, the
Investment Asscciation and proxy agencies.

Stepping down as Committee Chair
and Senior Independent Director

The remuneration landscape has changed
enormously during my nine years with
Synthomer. So, too, has this company.
Throughout, my colleagues and | have
always strived to follow the best available
remuneration practices and I am
particularly proud of the fact that we
have always complied with our timelines,

It has been a pleasure to work with my
fellow Committee members in the past
nine years, and | thank them for their
dedication. Holly Van Deursen will
succeed me at the next Annual General
Meeting. Holly has been a member of
the Committee for the past four years,
so is well acquainted with the direction,
processes and discussions we have been
having over the years. She serves on several
boards and has plenty of experience as
a remuneration committee chair
elsewhere. | wish her well.

| also thank all our stakeholders and
shareholders for their time, input and
guidance, and ask for their continuing
support for our new remuneration policy,
including the revised PSP award, at our
upcoming Annual General Meeting.

Brendan Connolly
Chair of the Remuneration Committee

28 March 2023
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Remuneration at a glance

This section highlights the
performance and remuneration
outcomes for the year ended

31 December 2022. More detail is
provided in the Annual Report on
Remuneration from page 138,

Policy for Executive Directors

The table on this page summarises the
policy approved by our shareholders at the
Annual General Meeting on 29 April 2020.
This is valid until a new policy is approved
at the 2023 Annual General Meeting. We
outline our proposed new remuneration
policy for Executive Directors — including
the key elements of reward and the
performance measures to be used —

on pages 128-137.

In setting Executive Directar
remuneration, the Commitiee takes
account of pay and conditions
throughout the Group to ensure that
arrangements are appropriate in the
context of internal pay ratios.

126 Synthomer plec Annual Report 2022

® Base salary

Generally reviewed each year. Salary increases of 3.8% were awarded with effect from

1 January 2023, in line with the average merit increase awarded in the UK at management
levels, and below the average merit increase awarded in the UK below management levels,
Executive Director salaries are:

CEO £674,700 CFO £456,720

@ Benefits

Inciudes private health insurance, life insurance, car allowance and costs related to
business moves (relocation) or international assignments. The CEQ will also receive a
housing allowance for a four-year period.

& Pension

Cash allowance of 7% of base salary for the CEQ and CFO, which is aligned with that of the
UK warkforce.

® Annual bonus

Maximum up to 150% of base salary. At least 70% assessed against Underlying profit
before tax (80% in 2022), with up to 30% assessed against strategic and operational
measures (20% in 2022). Awards in relation to financial pecformance of:

0% 50%
of maximum of maximum for
for threshold target performance

100%
of maximum for
out-performance.

A proportion of the bonus earned is deferred for two years. For current Executive Directors
this is one-third of any bonus.

@ Performance share plan (PSP)

Shares awarded may not exceed 200% of salary.

Vesting based on performance of three years, with at least 80% based on financial
measures and up to 20% on performance measures linked to delivering the business
strategy. No single measure will constitute more than 50% of an annual award. There is a
two-year post-vesting holding period requirement.

Maximum of 25% for each element will vest for threshold performance.

® Shareholding requirements

CEQ 220% and CFC 200% of base salary.

Requirements t¢ be buitt up over five years.

Remuneration type
Base salary
Benefits
fensgien
Annual banus

Perforrance share olan (5P

Shareholding requirerients



2022 performance

® Annual bonus

Actual perfermance against the three elements of the annual bonus are set out below.

Weighting Threshold Target Maximum Actual
VIndetlying PRT 80% Target £201.6m £121.4m
Threshold £181.4m Maximum £221.8m
SHE 5% 0.30 or less 0.34
(recordahble injuries)
SHE 5% D.14 orless cie
(process safety)
Individual strategic 10% 10%
and operational goals
Total outcome 100% 10%
® Performance share plan (PSP) — 2020 award
Actuai performance against the four elements of the PSP are set out below.
Weighting Threshald Target Actual
Relative TSR 30% Upper quartile 13th percentile
Median quartile
EPS growth 30% 33.8p 20.6p
29.0p
OMNOVA 30% $29.6m $42.2m
acquisition
synergies §25.0m
Carbon reduction 0% See page 142 10%
7;;;E0Tne 100% 40%

Our key principles for Executive
Directors’ remuneration

At Synthomer, our key principles for
Executive Directors’ remuneration are
that it:

® Should be c¢lear and simple with
maximum award levels being
clearly defined

® s sufficient to attract and retain
Executive Directors of the ability and
expertise necessary to achieve the
strategic goals of the Company

® Incentivises Executive Directors by
rewarding performance and driving
the right behaviours while ensuring
appropriate safeguards are in place
to mitigate risk

® Aligns Executive Director reward with
the experience of shareholders,

In setting Executive Directors’
remuneration, the Committee takes
account of pay and conditions
throughout the Group o ensure that the
arrangements are apprepriate In the
context of internal pay ratios. The
Committee also considers corporate

governance requirements and best
practice in terms of remuneration
structures and the process of setting
executive remuneration.

The Committee reviews performance
targets regularly to ensure that they do
not encourage or motivate inappropriate
risk-taking. When assessing
performance, the Committee will also,
when necessary, consider any
environmental, sccial and governance
(ESG) events and the Audit Committee’s
reviews of the effectiveness of internat
controls and risk management.
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Proposed new remuneration policy

Summary of proposed new policy

In the next table we outline our proposed new remuneration policy for Executive
Directors — including the key elements of reward and the performance measures
to be used — which will be put to sharehoiders at the 2023 AGM.

Summary of proposed Changes from Rationale
Element arrangements under the 2023 policy previous policy for change
® Salary The Committee generally reviews Mo change. n/a
?aliry Ievela once afyear. It cansiders Salaty increases will normally be in
actors S,E,T.t.as per mlma”hce' inthe line with the increases awarded to
responstbilities, pay e SE,"W efrein ! other employees in the UK.
Group and the Company’s complexity.
@ Pension and Pension forthe CEO and CFQ is 7% of  No change. n/a
benefits salag, aligned with that of the UK Pensions for the CEQ and CFQ
warkiorce. are aligned with the wider workforce
Benefits include private health and the benefits provision will stay
insurance, life insurance and car the same,
allowance, but we may introduce other
benefits if we think it is appropriate ta
do so.
® Annual bonus Overall maximum opportunity of 150%. No change. n/a

One-third of the bonus earned is
deferred for two years.

At least 70% of awards are subject to
financial measures and 30% of
awards to strategic and operational
measures, including personal
objectives.

Deferral and approach to
performance measures will stay the
same.

We have, however, formalised the
deferral of one-third of the annual
bonus into a restricted share plan.

® Performance
share plan
(PSP)

Maximum opportunity of 250% and
200% of salary for the CEQO and CFO
respectively.

Additional 50% of salary is based
100% on relative TSR against the
FTSE 250 (ex. investment trusts and
financial services companies).

Three-year performance period and
two-year holding period.

At least 70% of the PSP is based on
financial measures and 30% on ESG
and/or strategic measures.

Maximum oppertunity increased by
50% of salary for the CEQ and CFO.

No change to performance period or
holding period.

For the primary award, change from
at least 80% being based on financial
measures and 20% on delivering the
business strategy, to a 70:30 split of
financial and ESG and/or strategic
measures. The additional award of
50% of salary will have threshold
vesting beginning at upper quartile
performance and maximum vesting
at upper decile.

Ensures focus on strategy delivery
and building the share price.

® Shareholding The CEQ and the CFO will be expected  No change. n/a
guidelines to build interests in shares of at least
220% and 200% of salary respectively
within five years of appointment.
® Post- 100% of in-employment guideline to No change to post-employment n/a
employment be held for the first year after sharehalding guideline.
shareholding employment, and then 50% for the
guideline second year.
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Alignment with the UK Corporate Governance Code

When determining our new Directors’ remuneration policy, the Committee reviewed
our alignment with the provisions of the 2018 UK Corporate Governance Code. The
table below detalls how the Committee addressed the principles set cut in the Code
in respect of the Directors’ remuneration policy

Clarity

The Committee welcomes open and frequent dialogue with sharehclders and ather stakeholders on our approach to
remuneration. As part of the review of policy during 2022 and 2023, shareholders and proxy agencies were
consulted to understand their views on proposed changes.

The remuneration policy for our Executive Directors has been designed in line with the remuneration philosophy and
principles that underpin remuneration across the Group (see page 127 for our remuneration principles). The details
of our approach to executive remuneration is transparent for all employees. The Committee Chair consulted with
employees on kxecutive Uirector remuneration at the end of 2021,

Simplicity

Our remuneration arrangements throughout the Group are simple in nature and well understood by both participants
and sharehaolders. Although quantum and participation will vary, the policies and practices applying ta Executive
Directors are the same as for the wider workforce in most instances.

The objective of each element of our policy is explained and the amount paid in respect of each element of pay is
clearly set out.

Risk

Our approach aims to promote sound and effective risk management while supporting our long-term success. The
Committee considers that the structures of incentive arrangements do not encourage inappropriate risk-taking.

The partial deferral of a portion of the annual bonus payment, the PSP holding period and our sharehoiding
requirement (including the post-cessation shareholding requirement) provide a clear link to the ongoing
performance of the business and the experience of our shareholders.

Malus and clawback provisions apply to both the annual bonus plan and PSP.

Predictability

Our policy contains details of threshold, target and maximum opportunity levels under our annual bonus plan and
PSP with actual outcomes depending on performance achieved against predetermined measures and target ranges.

Proportionality

The annual bonus plan rewards achievement of our annual operating and SHE targets and the PSP rewards
achievement of long-term financial and shareholder value creation targets and ESG goals. The Committee’s ability to
apply discretion to reduce formulaic cutcomes under both plans ensures appropriate outcomes in the context of
underlying Company and individual performance.

Alignment to
culture

The design of our annual bonus plan and PSP ensures they drive behaviour consistent with our purpose, values and
culture and do not pay out or can be claimed back in the event of inconsistent behaviour.
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Proposed new remuneration policy continued

Setting out our proposed new policy

Here we set out our proposed new
Directors’ remuneration policy (Policy).

The new Policy, which is intended to
replace the policy approved by
sharehotders at the 2020 AGM, is subject
to a binding vote by shareholders at the
AGM on 16 May 2023, If approved, it will
come into effect from that date. The
Chair of the Remuneration Comrmittee
gives the background to and explains the
key changes from the current policy in
his introduction on pages 123 to 124.

To accemmodate the proposed
increased maximum under the PSP, we
will also be putting an amended version
of the Plan rules to shareholders for
approval at the 2023 Annual General
Meeting. The only change to these rules
will be to increase headroom for the
Executive Directors’ awards.

In determining the new Policy, the

Committee followed a robust process,
which included discussions about the
cantent of the Policy at Remuneration
Committee meetings during the year.

Our proposed new policy in detail

Purpose and link

Element to strategy

The Committee considered the input
from management and our independent
advisers, as well as considering best
practice and guidance from major
shareholders, proxy agencies and
institutional investor representative bodies.
We have consulted extensively with our
rmajor shareholders on our proposed
policy and we have adjusted it based on
their feedback, as outlined in the Chair's
introduction While we did not consult
specifically with employees on this new
policy for executive remuneration, we
considered general feedback provided
through our designated ermployee
Non-Executive Director.

The Policy includes two changes from the
previous policy approved by shareholders
at the 2020 Annual General Meeting:

® Under this policy, the annual PSP
awards will be increased by an
additional award of 50% of base
salary. The CEQ’s award wiil be
increased from 200% to 250% of
salary. The CFO’s award will be
increased from 150% 10 200% of
salary. The additional award will be

Maximum

based wholly on chailenging relative
TSR targets, with threshold vesting
of 25% beginning at upper quartile
performance, with maximum vesting
at upper decile performance

The wording around performance
measures relating to the PSP will be
amended so that it includes the
flexibility that at least 70% of the
primary PSP award will be based on
financial measures and 30% on ESG
and/or strategic measures (currently
at least 80% is based on financial
measures and 20% on ESG and/or
strategic measures). This change is
to align with the flexibility currently
provided In relation to the annual
bonus and potentially allow for other
ESG measures if required in the
future. At this time, we do not
intended to change from our current
appreach of 80% of the primary PSP
being based on financial performance
and 20% on strateqgic/ESG
performance measures

Performance

Operation

opportunity

measures

® Base salary  Supports the
recruitment and
retention of

Executive Directors.

Reflects the individual's
skills, experience,
performance and role
within the Company.

The Committee
generally reviews salary
levels each year.

When reviewing salary
levels, the Committee
considers:

® The individual's skills,
experience and
performance

@ The size and scope
of the individual's
responsibilities

# Pay and conditions
elsewhere in
the Group

e Pay at companies
of similar size

® The complexity and
international scope
of the Group.

There is no overall maximum for salary
opportunity or increases. Salary
increases will normally be in line with
the increases awarded to other
employees within the Group.

Larger increases may be made under
certain circumstances, including, but
not limited to:

® Anincrease in the scope and/or
responsibility of the individual's role

e The development of the individual
within the role

® Alignment to market levels

Corporate events such as

a significant acquisition or Group
restructuring that affects the scope
of the role

® Other exceptional circumstances.

For 2023, Executive Director
salaries are:

e MWillome: £674,700, an increase
of 3.8% on his 2022 salary of
£650,000

® LLiu £456,720, an increase of 3.8%
on her 2022 salary of £440,000

None, although
individual and Company
performance are
considered when looking
at salary increases.
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Purpose and link Maximum Performance
Element to strategy Operation opportunity measures
® Benefits Provided to support  Benefits to Executive Directors may inctude There is no overall None.
the retention and private health insurance, life insurance and a fully  maximum for
recruitment of expensed car or car allowance. From time to benefits, because
Executive time, the Committee has the discretion to review the cost of
Directors. the benefits provided. The Committee may remove  insurance benefits
benefits that Executive Directors receive or may vary from year
introduce other benetits it it considers itis to year depending
appropriate to do s0. Any other benefits will on individual
normally be proportionate with the current benefits  circumstances, and
provided, and will be set considering the benefits the fevel of any
provided to other employees in the Group. relocation benefits,
Where Executive Directors are required to allowances ;nd
relocate or complete an international expenses will
assignment, the Committee may offer additional ~ dependon
benefits — either on a one-off or ongoing basis the specific
- or vary benefits according 1o local practice. circumstances.
Executive Directors may participate in any
all-employee share schemes or other
benefit arrangements on the same basis
as other employees.
® Pension Provide a Executive Directors are eligible to participate in A maximum None.
competitive level of  the Group personal pension pian. percentage of base
;?';5;;2’:: tbhe;eﬁts Executive Directors may receive payments as Zzlfgx)zlg;‘ig;&tigﬁ
retention and acash allowar_me, which they may use either in rate available for
recl it t of conjunction with that plan and/or Lo enzable h ority of th
rutment o them to make their awn arrangements. the majority of the
Executive workforce (currently
Directors. 7% of base salary).
® Annual Incentivises the The Committee will determine perfermance targets  The maximum A minimum of 70% of
bonus delivery of each year and assess performance against these opportunity is up awards are subject to

financial, strategic
ang operational
objectives selected
to support our
business strategy
within the year.

targets following the end of the performance period.

The Committee may, at its discretion, adjust annual
bonus payments, if it considers that the outcome is
not appropriate or does not reflect the underlying
financial or non-financial performance of the
participant or the Group in the relevant period - or,
that such a payout level is not appropriate in the
context of circumstances that were unexpected or
unforeseen when the targets were set. When
deciding this, the Committee may consider other
factors it feels are relevant.

The Committee may reduce or defer the level

of payment of an award to reflect exceptionai
business circumstances, if there are
circumstances giving rise to material reputational
damage to the Group, if an Executive Director has
committed an act of serious misconduct or in the
event of corporate failure.

A proportion of any bonus earned is deferred for
two years. For current Executive Directars this is:

® M Willome: one-third of any bonus
e L Liu: one-third of any bonus.

The Committee may claw back awards up to three
years after payment if the Group’s accounts have
been materially misstated, there has been an error
in the calculation of any performance conditions
that results in overpayment, if there are
circumstances giving rise to material reputational
damage to the Group, if an Executive Director has
committed an act of serious misconduct or in the
event of corporate failure.

to 150% of salary.

financial measures, such

as Underlying profit
before tax and other
relevant financial metrics.

Opportunities for
current Executive
Directors are:

A maximum of 30% of
awards are subject to
strategic and operational
measures, including
personal objectives.

For 2023 awards,
performance measures
will be 60% Underlying
profit before tax,

20% Group cash flow,
10% SHE objectives, and
10% personal strategic
and operational
objectives.

The award for threshold
performance is normally
20% of maximum.

e M Willome:
150% of salary

e | Liu
150% of salary.

The award for target
performance for the
financial measures
is narmally

50% of maximum.

Normally for strategic,
personal and SHE
targets, the threshold and
maximum are the same.
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Governance report

Proposed new remuneration policy continued

Purpose and link Maximum Performance
Element to strategy Operation opportunity measures
® Performance Incentivises The vesting of awards is conditional on the Under the plan e Forthe primary PSP

share plan

Executive Directors
10 deliver sustained
performance and
sustainable returns
for shareholders
over the longer term,

Group’s performance against long-term
targets over a performance period of at
least three years.

The Committee may, at its discretion,
adjust the level of vesting of an award,

if it considers that the outcome is not
appropriate or does not reflect the
underlying financial or non-financial
performance of the participant or the Group
over the relevant period — or, that such a
payout level is not appropriate in the context
of circumstances that were unexpected or
unforeseen when the targets were set.
When deciding this, the Committee may
consider cther factors it feels are relevant.

The Committee may reduce or defer the
level of vesting of an award where an event
has occurred, such as a material SHE
incident or which otherwise gives rise to
material reputational damage to the Group
or if an Executive Director has committed
an act of serious misconduct or in the event
of corporate faiture.

The Committee may claw back awards up to
three years after vesting if the Group’s
accounts have been materially misstated,
there has been an error in the calculation of
any performance conditions that results in
overpayment, if there are circumstances
giving rise to material reputational damage
to the Group, or if an Executive Director has
committed an act of serious misconduct or
in the event of corporate failure.

Vested awards are subject to a holding
period post-vesting of an additional
two years.

rules that will be put
to shareholders, the
value of shares
awarded to an
individual in respect
of any one year may
not normally exceed
250% of salary.

For 2023, annual
awards to current
Executive Directors
are:

e MWillome:
250% of salary,
comprising a
primary award of
200% of salary
and a secondary
award of 50% of
salary

* Lliu
200% of salary,
comprising a
primary award
of 150% of salary
and a secondary
award of 50%
of salary.

award, at least 70%
based on financial
measures. This may
include TSR, EPS,
Return on Invested
Capital (RCIC) or any
other measure the
Committee considers
appropriate. Any
change to the financial
measures used would
normally be subject to
prior shareholder
consultation.

e Upto30%based
on strategic and
sustainability
performance measures.

¢ Usually, no single
measure will constitute
more than 50% of an
annual award.

o The additional PSP of
50% of base salary will
be entirely based on
relative TSR, with
threshold vesting
beginning at upper
quartile performance
and maximum vesting
at upper decile.

For 2023 awards, the
performance measures for
the primary award will be
30% EPS, 30% reductionin
leverage, 20% relative TSR
and 20% ESG and/or
strategic measures.

A maximum of 25% of each
element will vest for
threshold performance.

® Sharehoiding
guidelines
during
and post-
employment

The Company operates shareholding guidelines for Executive Directors to strengthen the alignment between their interests
and those of our shareholders. The CEQ and CFQ will be expected to build interests in shares of at least 220% and 200% of
salary respectively within five years of appointment.

Executive Directors who step down from their role will normally be expected to maintain their minirmum shareholding {or
actual shareholding, if lower} for the first 12 months after leaving the Board, and 50% of their minimum shareholding (or
actual shareholding, if lower) for the next 12 months. The Committee has the discretion to waive this guideline if it is not
considered appropriate in the specific circumstances.

Provisions to withhold or recover sums paid under incentives are detailed in the table above. No other elernents of
remuneration are subject 10 recovery provisions.
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The Committee reserves the right to make
any remuneration payments and/or
payments for loss of office (including
exercising any discretions available to 1t
in cennection with such payments)
notwithstanding that they are not in line
with the Policy set out In the previous
table where the terms of the payment
were agreed (i) before the Policy came
into effect, provided that the terms of the
payment were consistent with any
applicable sharehclder-approved Directors’
remuneration policy in force at the time
they were agreed cr were otherwise
approved by shareholders; or (i) at a time
when the relevanl individual was not a
Director of the Company (or other persons
to whom the Policy applies) and, in the
opinicn of the Committee, the payment
was nat in consideration for the individual
becoming a Director of the Company or
such other person. For these purposes,
‘payments’ includes the Committee
satisfying awards of variable remuneration
and, in relation to an award over shares,
the terms of the payment are 'agreed’ no
later than the time the award is granted.
This Policy applies equally to any individual
who is required 1o be treated as a Director
under the applicable regulations.

The Committee may make minor
adiustments to the Policy (for regulatary,
exchange control, tax or administrative
purposes or 1o take account of a change
in legislation) without obtaining
shareholder approval for that amendment

Awards granted under the PSP may:

a Be granted as conditional share awards
or nil-cost options or in such other form
that the Committee determines has the
same economic effect

b Have any performance conditions
applicable to them amended or
substituted by the Cormmittee If
an event occurs that causes the
Committee to determing that an
amended or substituted performance
condition would be fair, reasonable
and not be materially lass difficult
to satisfy

¢ Incorporate the right 1o receive an
armount equal to the value of dividends
that would have been paid on the
shares under an award that vests up
1o the time of vesting - or, where the
award is subject to a holding period,

release. This amount may be calculated
assuming that the dividends have been
reinvested in the Company's shares on

a cumulative basis

d Be settled in cash at the
Committee's discretion. For
Executive Directors, this provision
will only be used in exceptional
circumstances, such as where for
regulatory reasons it is not possible
to settle awards in shares

e Beadjusted in the event of any variation
of the Company’s share capital or any
demerger, delisting, special dividend
or other cvent that may materially
affect the Company’s share price.

Deferred bonus shares may be structured
as conditional share awards, nil-cost
options, the delivery of shares subject to
sale restrictions or in such other form that
the Committee determines has the same
economic effect. In each case, the
parameters of the PSP will apply where
applicable, save that shares subject to
sales restrictions will receive dividends
rather than dividend equivalents.

Performance measures and targets

Annual bonus

The annual bonus performance measures
are chosen to provide an appropriate balance
between incentivising Executive Directors
to meet financial targets for the year and to
deliver specific strategic and operational
goals. The balance allows the Committee
to effectively reward performance against
key elements of cur strategy.

The Committee sets the bonus targets each
year to ensure that Executive Directors are
appropriately focused on the key objectives
for the next 12 months. Targets are set by
reference 1o the Company’s business plan.

Performance Share Plan

The performance measures under the
PSP are set to align with the long-term
strategy of the Company and long-term
value creation for shareholders,
Measures for 2023 awards include:

® [PS growth — reflecting the
financial performance of the
Company. The Committee sets
targets to be appropriately
stretching, with regard tc a number
of internal and external reference

points generally using previous
vears' BFS as a base for growlh

® Reduction in leverage, which
addresses a current primary concern
for shareholders

® Relative TSR (total shareholder

return)  reflecting the Company's
ultimate delivery of value to
shareholders. The Committee
considers that this promotes
alignment between the interests

of Executive Directors and the
shareholder experience. Relative TSR
will be in two bands: threshold to
maximum payouts being median to
upper guartile for the primary award,
and upper quartile to upper decile for
the additional PSP granted in 2023

® ESGand/or strategic measures

directly incemtivising management
to deliver the Company's key ESG
and strategic priorities.

The Committee considers that this
performance framework represents an
appropriate and talanced basis on which to
measure the performance of the Company.

Difference in policy for Executive
Directors and other employees

The remuneration policy for our
Executive Directors is designed
according to the same principles that
underpin remuneration for the wider
empicyee population, and this was taken
into account when designing the
proposed policy. The wider employee
group also participates in performance-
based incentives. Throughout the Group,
base salary and benefits levels are set
according to the prevailing market
conditions. Differences between
Executive Director pay policy and other
employee pay reflect the seniority of the
individuals, the prevailing market
conditions and the corporate governance
practices for Executive Director
remuneration. The key difference in
policy is that, for Executive Directors, a
greater proportion of total remuneration
is based on incentives.
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Governance report

Proposed new remuneration policy continued

Non-Executive Directors’ fees

Non-Executive The Board reviews Non-Executive Director fees each year. When reviewing fee levels, the Board may consider the s
Directors’ fees and time commitment of the role, the skills and experience of the individual, and fee levels at other companies.
Non-Executive Directors do not participate in determining their own fees.

cope

Non-Executive Directors are paid differential fee levels based on their membership of Board Committees, chairing of
Board Committees or role as Senior Independent Director and the time commitment required from them. Additional

fees may be paid to reflect additional Board or Committee responsibilities or time commitment as appropriate.

Expenses incurred in performing Non-Executive Director duties for the Company may be reimbursed or paid for directly

by the Company, as appropriate, including any tax due on the expenses.

Non-Executive Directars do not participate in incentive arrangements or receive pension or benefits. Non-significant

additional benefits may be introduced if considered appropriate.

Chair's fees The Committee reviews Chair fees annually. When reviewing fee levels, they may consider the scope and time

commitment of the role, the skills and experience of the individual and the fee levels at other companies. The Chair

does not participate in determining the fee level.

Expenses incurred in performing duties for the Company may be reimbursed or paid for directly by the Company, as

appropriate, including any tax due on the expenses.

The Chair does not participate in incentive arrangements or receive pension or benefits. Non-significant additional
benefits may be introduced if considered appropriate.

Total fees to Non-Executive Directors, including the Chair, operate within the cap defined in the Articles of Asscciation, which is

currently £750,000 per annum.

How we would apply the Palicy

The following charts illustrate the different elements of the Executive Directors’ remuneration under three different
performance scenarios” minimum, in line with expectations, maximum. The assumptions used are provided below the
charts. The illustrations are based on annual bonus awards for 2023 and PSP awards to be made in 2023.

Group Chief Executive — Michael Willome Chief Financial Officer — Lily Liu
Minimum
100% 100%

Fixed pay Total £916,242 Fixed pay Total £504,391
In line with Annual Bonus PSP Annual Bonus PSP
expectations 445 24%  37% 4z% 29%  29%

Fixed pay Total £2,096,967 Fixed pay Total £1,189,471
Maximum Annual Bonus pse Annual Bonus PSP

25% 28% a7% 24% 3% 43%

Fixed pay Total £3,615042 Fizxed pay Total £2,102,911
Maximum + 50% Annual Bonus PSP Annual Bonus PSP
share price growth 973 235 57% 20 7% 245,

Fixed pay Total £4,458,417 Fixed pay Total £2,559,631
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Maximum
Component Minimum In line with expectations Maximum + 50% share price growth
Fixed
® Base salary M Wiliome: £674,700
2023
L Liu: £456,720
@ Pension M Willome: £47,229
2023
L Liu: £31,970
® Benefits M Willome: £194,313
20222
L Liu: £15,701
Variahle

® Annual bonus 0% of maximum

50% of maximum

M Willome: 150% of salary

Same as maximum

L Liu: 150% of salary

® PSP 0% vesting

40% vesting®*

38% vesting*

M Willome: 250% of salary®

Maximum plus 50%
share price growth

L Liu: 200% of salary®

hote
1 vawe of cash supp'ement for 2023
2 Taxab'e value for annual benefits provided in 20622

3 Thevalue for the PSP . based on the face value of annJal awards under the Po- oy and base salaries far 2023 The caiculat.on excludes share price growth or diwdends duning the

perforrance penod ethar than where stated

4 Beng 50% of the primary sward and 0% of the additional award

5 Compn=ing a prrary award of 200% of salary and a secondary award of 50% of salary for the CEO, and 150% and 50% for the CFO

Recruitment policy

Executive Directors

The Committee considers the following
principles when agreeing the
components of a remuneration package
for & new Executive Director:

® Base salary will be set considering
the principles set out in the table
above and may be set at a higher
or lower level than the previous
incumbent. Pension arrangements
for any external recruit as an
Executive Director will be as set out
in the same table. Other benefits will
be provided in line with the policy for
existing Executive Directors

® The Commiltee may, on appointing
an Executive Director, need to ‘buy
out’ remuneration arrangements
forfeited on leaving a previous
employer. Any buyout will consider
the terms of the arrangements —
for example, form of award,
performance conditions and
timeframe — being forfeited in the
previous package. The form of any
award would be determined at the

time and the Committes may, if
necessary, make use of LR ¢.4.2 of
the Listing Rules (for the purpose of
buyout awards only). The overriding
principle will be that any replacement
buyout awards will, In the
Committee’s apinion, be no more
valuable than the entitlement that
has been forfeited

Annual bonus opportunity will be no
more than the maximum set ocut in
the policy table. The Committee may
determine that for the first year of
appointment the annual bonus
award will be subject to such
conditions as it may determine

PSP opportunity will be no more
than the plan rules maximum set
out in the policy tatle

The maximum variable pay
opportunity on recruitment
{excluding buycuts) is 400%
of salary, consistent with the
maximums in the policy
table above.

Other

For interim positions, a cash supplement
may be paid rather than salary - for example,
a Non-Executive Director taking on an
executive function on a short-term basis.

Where an executive is appointed from
within the Company, the normal policy
of the Company I1s that any legacy
arrangements would be honoured in line
with the original terms and conditions,
and that they would be appointed cn a
new service contract, Simitarly, if an
Executive Director is appointed following
the acquisition or merger with ancther
company, legacy terms and conditions
would be honoured

Non-Executive Directors and Chairs
When appointing a new Non-Executive
Director or Chair, remuneration
arrangements will be in line with the
principles detgiled in the relevant
table above.
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Proposed new remuneration policy continued

Service contracts
The current contracts in place for
Executive Directors are

Director Date of contract

M Willome
L Liu

22 June 2021
25 November 2021

There is no unexpired term because the
Executive Directors’ contracts are on a
rolling basis. Save in circumstances
|ustifying summary termination, the
notice peried for each of the above
contracts is cne year. Service contracts
for new Executive Directors will be
limited to 12 months' notice, The
Company may, at the Commitiee’s
discretion, make a payment in lieu of
notice equal to the salary, pension
contributions and contractual benefits
that would have been paid during the
notice pertod. This payment may be
made at the Committee’s discretion as &
lump sum or monthly instalments, and
may be subject to mitigation if the
Director finds an alternative position
during the notice period.

The Executive Directors are also entitled
to 25 working days’ holiday, plus public
holidays each calendar year.

All Non-Executive Directors are
appointed in writing. Letters of
appointment do not include entittement
to participate in the Company's share
incentive plans or any other of 1ts
employee benefits, and do not currently
have a notice period. The Company may
add a notice period of no more than three
months, The Non-Executive Directors are
subject to annual re-election. There is no
right to compensation for loss of office if

Policy on payment for loss of office
The Committee considers a number
of factors when determining leaving
arrangements for an Executive Director.

® ‘Where either party gives notice
of the termination of an Executive
Direcior's employment, the
Committee may make a payment
in lieu of notice for the cutstanding
period. Other than this provision,
the obligation to pay accrued but
untaken holiday and, as outlined in
the table below regarding benus and
the PSP, service contracts make no

they are not re-etected or if the Company
terminates the appointment because the
Non-Executive Director has accepted a
position with another company without
prior Board approval and that the Board
reasonably considers likely to give rise to
a material conflict.

provision for pre-defined
compensation an termination.

® The Committee reserves the right
to make any other payments in
connection with a Director’s
cessation of office or employment

where the payments are made in

Directors’ service contracts and letters of
appointment are available for inspection
at the Company’s registered office during
normal business hours and will be
avalilzble at the Annual General Meeting

Treatment for ‘good leavers’

good faith in discharge of an existing
legal obligations, or by way of

Treatment for ‘other leavers’

Plan ‘Good leaver’ categories
® Performance ® Death
Share Plan Injury, ill health or
disability

# Transfer of
employing company
or business outside
the Group

& Retirement with
agreement of the
Committee

Redundancy

® Any otherreason as
determined by the
Committee

® Awards will vest subject to achieving performance
conditions and — unless the Committee determines
otherwise — will be tirme pro-rated to reflect the
proportion of the vesting period that has passed at
the time of leaving.

& The vesting date for such awards will normally be
the original vesting date, although the Committee
may determine that awards can vest when
employment ceases, subject to the assessment of
any performance condition. Where unvested awards
are subject to an additional holding period, the
Committee will determine the extent to which the
holding period applies following cessation.

® Awards in the form of options that vest early due to
cessation of employment may be exercisable until
the earlier of {i} 12 months from the date of vesting,
and {ii) the normal expiry of the exercise period.
Following this date, unexercised awards will lapse.

¢ I!f the participant ceases employment after the
normal vesting date, options may be exercisable
until the eariier of 12 months from the date of
cessation, or the normal expiry of the exercise period.
Following this date, unexercised awards will lapse.

e Unvested awards lapse in full.
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damages for breach of such an
obiigation, or by way of a
compromise or settlement of any
claim arising in connection with the
cessation of the Director’s office or
employment Any such pavment may
include, but is not mited to, paying
any fees for outplacement
assistance and/or the Director's legal
or professional advice fees in
connection with their cession of
office or employment.

The Committee may award an
annual bonus for leavers by
considering the circumstances of
departure. Any bonus would
normally be subject to performance
and time pro-rating and would not be
made in circumstances of poor
performance. Any such bonus would
be in such proportions of cash and
shares and subject to such deferral
arrangerments as the Committee
considers appropriate in the
circurmstances.

On ceasing employment, the
Executive Director will retain any
deferred bonus shares and the
deferred period will normally
continue tc the original release date.
For Executive Directors who are
appcinted to the Board after the date
that the policy comes into effect, any
deferred shares would be forfeited
for 'bad leavers’. 'Good leavers’ (as
defined under the PSP as cutlined in
the previous table) would be entitied
to retain their deferred shares, which
would vest on the normal date, unless
the Committee determines ctherwise.

® The treatment of cutstanding
PSP awards I1s governed by the
Performance Share Plan rules,
under which Executive Directors may
currently hold awards in the form of
share options or conditional rights tc
receive shares. If an individual leaves
helding vested PSP awards that are
still subject to a holding period, the
undertying shares will either be
released at the end of the ariginal
holding period, or at an earlier date
determined by the Commitiee.

Where an award is made for the purpose
of recruitment — for example, a buyout
award — then the leaver provisions would
be determined at the time of award,
having regard to the circumstances of
the recruitment, the terms of awards
being bought out and the principles

for leavers in the current policy.

In the event of a change of control cf
the Company, unvested PSP awards will
normally vest early and deferred bonus
shares will normally be released. The
extent to which unvested PSP awards
vest will be subject to achieving the
performance conditions (as determined
by the Committee) at the time of the
change of control and, unless the
Commitiee determines otherwise, will be
time pro-rated to reflect the proportien
of the vesting pericd that has elapsed
at that time. In the event of an internai
reorganisation, the Committee may
determine that awards are automatically
surrendered for a new award that the
Committee determines is equivalent 1o
the surrendered award (including as to
any performance condition), except that
it shall be over shares in the acquiring
company or sorne cther company.

In the event cof a demerger, special
dividend or other similar event that, in the
Committee’s opinion, would materialty
affect the market price of shares, the
Committee may allow PSP awards to
vest or deferred bonus shares to reiease
on the same basis as for a change

of control.
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Annual report on remuneration

Single figure of remuneration for Executive Directors (audited)

Total fixed Long-term  Total variable

Base salary Benefits Other Pension  remuneration  Annual bonus incentives'!  remuneration Total
Year £ £ £ £ £ £ £ £

Executive Directors
M Wiilome? 2022 650,000 194,313 - 45,500 889,813 97,500 - 97,500 987,313
2021 108,333 31,692 100,000 7,683 247,608 - - - 247,608
L Liw* 2022 220,000 7,861 - 15,400 243,261 66,000 - 66,000 309,261
2021 - - - - - - - - -
SG Bennett® 2022 194,697 6,675 - 28,479 229,851 29,204 106,443 135,647 365,498
2021 378,052 13,349 - 75,610 467,011 538,724 236,084 774,808 1,241,819

Noles

* For2022che vauesrelete to awards granted Jnder the PSP 2020, which viest 01 28 March and & May 2023 Morenforrmation about the level of vesting s prov.ded in *his report Given thase swards

have not yet vested, they have been valued based on the average share price for the perod ~ October 2022 10 31 Decenber 7077 of 124 3p. a ong with accrued div gends fror the date of gran® of 41 6p

per share There was no share pr ce appreciat-onthat affected the value of the awards and so the Rerrunerat on Com-ittee did not exercise discret on m respect of the share price changes M Wl orre

and L L oned the Board in 2221 and 2022 respectvely and did not part cipaie n the 202017 1IR

2016 PSP awards vestec on 17 March 2527 Foi the 2027 singie figure these awards were valued based on the average share price for the periad 1 Sotaber 2027 10 31 December 2021 of

£66 3p These awards have been revalued based on the share pr ce on the date of vesting of 275 8p ~he value disc osed in the 2027 single figare for SC Benne: was [381,85° The share

pr.ce used to value the awards on the date of grant of 1 March 2019 was 3770p The share pr ce used 1o value the PSP for single figure parposes of 275 8p represents 2 decrease of 167 2p

per share The Remunera: on Com ttee dd nat exerc se drscrenon nrespect of the share price changes

W Willome iingd Synthomer as CEO an 1 Noverrber 2027 In 2021 he recewved 8 one-off payrment of £120,000 in compensation for the lass of pension-related pay fron his prev ous emplayer,

whch sincluged in the Other colmn Th s1s no greater than the amount he would have receved had he served out h s fu notice per od MW ome also rece ved £52,520 for services pr or v

h s appomntrnent as a [ rectar

4 _Lwu omedas SFOon ™ Jul 22 Aspartof the “erms of herrecrutment, .1 was agreed (1) any 2022 bonus payment would not be trre pre-rated and (1; she would be compensated in the
future for an TIP award that lapsed when she left hee furrrer employer Fssentra " he exten: of that compensation whch w | be sett ed ir cash will depend on the extent 1o wh ch e
lapsed gward would have vested and w., be determ ned a* the end of the performance per od n 2024

5 5G Bennett stepped down as & Grrector o 1 July 2622 —hs rerrunerat.on d-sclosed here has been pro-rated to reflect this penod

S

[

Additional information for single figure remuneration (audited)

Benefits
Relocation expenses Car expenses/benefit Others Total
£ £ £ £
M Willome® 180,703 13,200 410 194,313
L Liu - 7,500 361 7,861
3G Bennett - 6,250 425 6,675
hote

1 Snce M Wil ome nas moved from Sw izerland to the UK, he will rece ve a monthly relocation 2 lowanze for a per od of four years Thea cwance s £7BC0 per month for the firs: two years
then £5 000 per rerth for the following twe years, and w* be grossed up for 1ax

Annual bonus

2022 award

For 2022 the Company operated a cash bonus plan for the Executive Directors related to the achieverment of Underlying profit

before tax targets, SHE targets, and individual strategic and operationat goals.

The achievement of the Underlying profit before tax target represented up to 80% of the maximum bonus opportunity achievable

of 150% of annual basic salary for M Willome, L Liu and SG Bennett.

The SHE targets were given a 10% weighting of the maximum achievable, with the balance of 10% relating to individual strategic

and operational goals.

Bonus for the year ended 31 December 2022

Maximum bonus Total bonus Total bonus
Executive Directors as a % of salary as a % of maximum £
M Willome 150% 10% 97,500
L Liu 150% 10% 66,000
SG Bennett 150% 10% 29,204

For M Willomme and L Liu, one-third of the bonus has been deferred into shares for two years The bonus for SG Bennett has been
paid in cash according to his leaving arrangements

2022 saw performance that was substantially behind financial targets, however, there was meaningful progress and
achievernent against individual strategic and operational goals. The SHE targets were narrowly missed.

This 2022 bonus outcome of 10% of maximum is reflected across the wider organisation, with some local SHE benus targets being met
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More information about the three elements of the bonus follows:

1. Underlying profit before tax (80%)
The Underlying profit before tax targets set and their achievement are set out below:

Threshold Target Maximum Achieved?
Level of award (% of element) 0% 50% 100% 0%
Underlying profit befare tax’ £181.4m £201.6m £221.8m £121.4m

nNOTES
Targets are set by reterence 1¢ the Board-approved internal budge: for the Group and measured an & constant cullency basis
2 Forthe parposes of ca culating achieved Uaderlying profit before tax, adjustments were made tor currency

2. SHE (10%)
Targets with an aggregate weighting of 10% related to improvements in recordable injury and process safety.
Recordable injury {measured as injury rate) Process safety (measured as process safety event rate)
Target 0.30 or less 014 or less
Level of award 0% for a rate greater than 0.30 0% for a rate greater than 0.14
5% for a rate less than 0.30 5% for a rate less than 0.14
Rate achieved 0.34 018
Award outcome 0% 0%

More details about the definition and measurement of the recordable injury rate and the process safety event rate are given on pages 54
and 55.

3. Individual strategic and operational goals (10%)
The Remuneration Committee considered individual goals and achievements against them with an aggregate weighting of 10%,
including:

Chief Executive Officer Chief Finaneial Cfficer
Target 1 Undertake a full review of Synthomer, its 1 Become familiar with the businesses and
underlying businesses, markets, people, assets the finance team resources around the Group
and investors and deliver a strategic review for and consider immediate resource gaps to
discussion with the Board support the business
2 Ensure a smooth integration of adhesive resins 2 Undertake a review of Group liquidity and
business, delivering synergies to plan covenant headroom, in light of deteriorating

economic conditions, and ensure appropriate
funding is in place to support the Group's
refreshed strategy

3 Progress the planned nitriles investment projects

3 Ensure appropriate cash management
processes are in place to support delivering
areduction in leverage

Level of award Upto 10% Upto 10%
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Governance report

Annual report on remuneration continued

Chief Executive Officer

Chief Financial Officer

Performance against targets

Award outcome

1 Undertake a full review of Synthomert, its

underlying businesses, markets, people, assets
and investors and deliver a strategic review for
discussion with the Board

The CEQ engaged his Executive Team as well as a
wider group of managers in a detailed and inclusive
business and strategic review, which ran from
January to July 2022 supported by external advisers.
He engaged the Board throughout the process in
developing the scope and approach, in considering
options and in challenging the recommendations
as they emerged. This involved two dedicated
Board and Executive Team workshops to debate
and finally approve the strategy.

Despite economic headwinds and challenges in the
Group, he ensured that the refreshed strategy was
launched to all stakeholders — with a Capital
Markets Day, a GLT event and a full communication
process with employees across the business. The
feedback has been very positive: that it is a clear
and compelling vision and strategy — with
customers, innovation, sustainability, and inclusion
and diversity at its heart — for delivering value in
the medium term.

Ensure a smooth integration of the adhesive
resins business, delivering synergies to plan

Clear plans were in place for the first months

of owning the adhesive resins business, including
operational priorities and synergy capture, which
are both in line with the business case, and
stakeholder communications. As headwinds
developed in the last quarter of 2022, the CEO
took action to strengthen resources, including
procurement and operational excellence
expertise. This will be a key objective in 2023.

Progress the planned nitriles investment projects

Early in 2022 the CED started to re-evaluate the
speed of and focus on these projects. As the
strategic thinking progressed - and recognising
the subdued cutlook, with no significant recovery
expected in 2022 orinto 2023 - he recommended
to the Board that such projects be postponed and
realigned his objectives to focus on portfolio review.

In May 2022 the CEO also launched a working
capital and capital expenditure review across the
business. This was accelerated and extended in
Septermber 2022, as the extent of the downturn

in the Performance Elastomers business and the
likelihocod of recessionary pressures developed. The
business has committed to generate £150 millicn in
cash by end of 2023 from these measures.

10%

1 Become familiar with the businesses and

the finance team resources around the Group
and consider immediate resource gaps to
support the business

The CFO undertook a four-week business
introduction with other business leaders, members
of her team and the former CFO. Having assessed
the environment, she appointed an interim head of
Treasury and made some team changes to better
align with emerging priorities. She spent time with
her deputy agreeing priorities and actions.

Undertake a review of Group liquidity and
covenant headroom, in light of deteriorating
economic conditions, and ensure appropriate
funding is in place to support the Group's
refreshed strategy

The CFO assessed the level of liquidity and
covenant headroom required in the changing
economic environment. After discussion with the
Beoard, she expiored various options, including the
funding subsequently agreed with UKEF, as well as
debt receivables funding. She was clear and
focused on developing relationships with the key
providers of finance and presenting them with the
necessary informaticn. She was flexible in adapting
the process and in having clear requirements of her
team to deliver to the timescales required.

Ensure appropriate cash management
processes are in place to support delivering
areduction in leverage

The CFO focused on buiiding and accelerating the
processes aiready started to manage cash, reduce
working capital and capital expenditure, and review
costs. She added a level of toughness and bite to
the discussions across the business and started to
drive improved processes across the husiness,
which will continue into 2023.

10%

The Committee considered the final outcome in the context of performance in the year and if discretion should be applied. The Committee
looked at performance in the round, while also noting the need to ensure our newly appointed Directors are appropriately incentivised 1o deliver
the Group’s ambiticus abjectives, including the new strategic plan.

Given the strong start in their role and the challenging environment the Directors are operating in, along with the excellent progress made in
important strategic objectives including cash management and implementing synergies, 1t was felt the formulaic outcome was appropriate
Therefare, no discretion was appled
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Additional information for single figure remuneration (audited)

Long-term incentives — PSP

The awards made on 12 March 2020 for CG Maclean and SG Bennett under the PSP were subject to a relative total shareholder
return (TSR) perfermance condition, an absolute Underlying earnings per share performance condition and a strategic measures
condition, as follows:

Relative TSR condition EPS condition’ Synergies delivered from the OMNQVA acquisition

(30% weighting) (30% weighting}) (30% weighting) Performance achieved
Company-relative TSR EPS for the 2022 Synergy delivery runrate  Percentage of award

performance against financial year by 31 December 2022 that will vest

the FTSE 250 Index
(excluding investment
trusts and financial
services cCompanies) over
the three-year period ended
31 December 2022

Upper guartile 33.8p or more $29.6m or more 30% EPS of 20.6p gives nil
" o " vesting of the award.

Between median and Between 29.0p Between $25.0m On a straight-line basis

upper guartile and 33.8p and $29.6m between 7.5% and 30% TSR performance at the

W - N 29.0p SZS;Om 7 5% 131h_ percentile gives nil
vesting of the award.

Below median Lessthan 29.0p Less than $25.0m D% )
Synergy delivery of
$42.4m, which exceeded
maximum performance,
resulting in 30% vesting
of the award,

Note

The arges were adjusied to 1ake account of 1he add tional OMNSVA earmings from 1 April 2025

Another 10% of the award was subject 10 a strategic measure relating to a 10% reduction of carbon dioxide equivalent emissions
over the performance period, excluding additional emissions from the acquired OMNOVA business.
Carbon diexide equivalent reduction Percentage of this part of an award that vests Percentage achieved

31% achieved,

Less than 10% 0% .

o R R which exceeded

Between 10% and 15% Cn a straight-line basis between 25% and 100% maximum performance,
resulting in vesting

15% or more 100% of 10% of award.

_d0d3y D1991vd1E

In aggregate, 40.0% of the 2020 award vested, and the Committee did not exercise any discretion with the tevel of vesting.

Given both our current Executive Directors were appointed more recently, neither was eligible for vesting under the 2020 award. The
Committee was pleased at the progress made against the targets for synergies delivered from the OMNOVA acquisition, and the
overall outcome of 342 4 million represented a very strong result, especially in the context of a difficult external economic period.
The Company also performed very well against challenging carbon targets, an important step towards our Vision 2030 and net zero
by 2050 goals. Because of this performance, the Committee felt the final cutcome to be fair and nc discretion was applied.

Additionally, because the share price is currently tower than that of the 2020 grant, the Committee considered that there was no
windfall gain.

The 2020 awards will vest for CG MaclLean and $G Bennett in March 2023 and May 2023 as follows:

No. of shares in No. of shares No. of shares Estimated value of

original award that lapse'? that vest shares that vest?

CG Maclean March 321,524 244,006 77,518 128,632
May 49,780 38,778 11,002 18,256

SG Bennett ) March 163,500 105,686 57,814 95,936
May 18,985 12,653 6,332 10,507

Motes
CG Mac_ean left Synthomer an "3 January 2022 and was veated as a good tedver trggenng 2 ime-apperiicned apse of “ 53,005 shares

2 5 Benne lefl Syntnomer on 4 November 2022 and was Ueated as a good ‘eaver nggenng & ime zpportioned ‘apse of 22,170 shares

3 Giver these awards have net yet vested they bave been valued based or the average shaie pr ce for the pened ™ October 2022 1o 31 December 2022 of 724 3p. along wilk accrued
dradenas fromhe date of grant of 41 &p per share

Overall, the Committee considers that the remuneration policy has operated as it intended during 2022 and that the pay
outcomes are aligned with the experience of shareholders and other stakeholders.
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Governance report

Annual report on remuneration continued

Pension entitlements (audited)
Both current Executive Directors receive a cash allowance in lieu of pension contributions of 7% of base salary in line with the
pension provision for the wider workforce.

Single figure of remuneration for Non-Executive Directors (audited)

Non- Executive Directors Base fee Committee membership fee Committee Chair fee Total
CA Johnstone 2022 235,000 - - 235,000
2021 189,500 - - 189,500
The Hon. AG Catto 2022 44,805 - - 44,805
2021 43,500 - - 43,500
BWD Connolly’ 2022 54,805 15,000 5,000 74,805
2021 48,500 15,000 5,000 68,500
CS Dubin? 2022 41,072 13,750 4,583 59,405
2021 43,500 15,000 5,000 63,500
RC Gualdonl® 2022 44,805 15,000 - 59,805
2021 20,815 7177 - 27,992
Dato’ Lee Hau Hian 2022 44,805 - - 44,805
2021 43,500 - - 43,500
HA Van Deursen 2022 44,805 15,000 - 59,805
2021 43,500 15,000 - 58,500
t Tyler* 2022 23,747 7950 - 31,697
2021 - - - -
Notes
1 Base fee inc ades an amount of £5,000 per annurr for role as Senor Independent Direcrgr 0 2021 and £ 0,007 in 2022
2 Resigied on 26 Novernber 2022
3 ApporrvedtoiheBozdond ooy 2027
4 appointed o tne Board on 27 June 2022
Directors’ shareholding and share interests (audited)
Vested Total unfettered
" Gompany  perlormance  insharesand  performance. options Share sharesat
shares related options  vested options  related options exercised awnership 31 December
31D b 31D b D L N t during requirements 2022
Directors 2022 2022 2022 2022 2022 (% of salary)? (% of salary)
M Willome 100,000 - 100,000 694,629 - 220 22
L Liu 12,000 - 12,000 339,61 - 200 4
SG Bennett? 280,800 - 280,800 ) 291,672 76,503 n/a n/a
CA Johnstone 47931
The Hon. AG Catto 1,699,239 )
3,710,347
BWD Connolly 19,579
RC Gualdon_i 66,853
Dato’ Lee Hau Hian 467,453 i
HA Van Deursen 20,000 T
| Tyler -
CS Dubin® -
Notes

*Nan-hengdic a riersst
© Un.ested pe-forma-

an pa 47, and 10
2odru s 28
such prans The Comr

Ceards coro an

o

Theqgure for TS olnnrseflecish

< sharebsidngard i e
ergharebo d ngor 26 hoee

= a~ed ophons compr s€ the gwards T ale arder e B5P o 2757
ang 2027 awarCs betow
© nc se es of shares tha* »e5 Lndes CrO-"#r™ acen o ©ans are per ted other Tna- i set
ons ders tha! unfettered arexers 5235 .es5'edn

i

ToEr S

CCS 34a7C8 3Ie 20037 03 yeal .8 ert”

TLdyITFL tha

ez sheresgned asal cecn

There have been no changes in the interests of the Directors in shares between 371 December 2022 and at such time as this
report was signed cn 28 March 2023
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2021 award (audited)
The awards made on 11 March 2021 to CG Maclean and SG 8ennett, and on 8 November 2021 to M Willome, were as follows:

Percentage B
vesting at )
threshold Performance
Scheme Basis of award Number of shares Face value performance perlod end date
M Willome! PSP - nil-cost options 200% of salary 198,295 £1,011,106 25% 31/12/2023
(G Maclean? PSP — nil-cost options 200% of salary 261,039 £1,189,476 25%  31/12/2023
SG Bennett?® PSP - nil-cost options 150% of salary 124,446 £567,063 26%  31/12/2023

Notes

1 Mwilore's award was * e apportoned from his starting date of 1 November 2021

2 CGMac.ean left Synthomer on 13 January 2022 and was ireated as a good leaver, U ggenng a tme-apportoned lapse of '90,539 shares and leaving & balance of 70 500 shares.

3 SCBenne: eft synthorrer o 4 Noverrber 2022 and was treated as a good leaver, tnggenng a tme-apportioncd lapse of 55,865 shares and leawing @ balance of 68,587 shares.

The face value of the awards for CG MacLean and SG Bennett was calculated using a share price of 455.67p per share. The face
value of the award for M Willome was calculated using a share price of 509.9p per share. In all cases the face value was
calculated using the average share price over the five dealing days pricr to the date of grant.

The 2021 awards under the PSP are subject to the following perfermance conditions:

TSR condition (40% weighting) EPS condition (40% weighting)

Company-relative TSR performance against EPS for the 2023 financial year Percentage of award that will vest
the FTSE 250 Index (excluding investment

trusts and financial services companies) over

the three-year period ending 31 December 2023

Upper quartile 38.5p or more 40%

Between median and upper quartile Between 33.0p and 38.5p On a straight-line basis between 10% and 40%
Median 33.0p 10%

Below median Less than 33.0p 0%

Another 20% of the award is subject to strategic measures comprising a 15% reduction of carbon dioxide equivalent emissions
compared to the 2019 baseline, and greater than 15% of 2023 sales volume coming from new products launched in the five
years to December 2023,

2022 awards (audited)
The awards made on 10 March 2022 to M Willome and SG Bennett were as follows:

Percentage
vesting at
threshold Performance
Scheme Basis of award Number of shares Face value performance period end date
M Willome PSP - nil-cost options 200% of salary 496,334 £1,300.000 25%  31/1272024
SG Bennett’ PSP - nil-cost options 150% of salary 223,0031 £584,08% 25% 31/12/2024

hote
T SGBennet eft Zynthome: on 4 November 2022 and was reated as a good eaver, tnggerng a time-apportioned apse of 174,374 shares and leaving 3 baiance of 48,629 shares,

The face value of the awards was calculated using a share price of 261.92p per share, the average share price on the five dealing
days prior to the date of grant.

The award made on 9 August 2022 to L Liu was as follows.

Percentage
vesting at
threshold Performance
Scheme Basis of award Number of shares Face value performance period end date
L Liu PSP — nil-cost options 150% 339,611 £660.000 25%  31/12/2024

The face value of the awards was calculated using a share price of 194.34p per share, the average share price on the five dealing
days prior to the date of grant. As part of the terms of L Liu's appointment, it was agreed that her 2022 PSP award would not be
time pro-rated.
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Governance report

Annual report on remuneration continued

The 2022 awards under the PSP are subject to the following performance conditions:

Synergies delivered from the Eastman Adhesive Resing
Relative TSR condition (30% ) EPS condition (30% weighting} (20% weighting)
Company-relative TSR performance EPS for the 2024 Percentage of award Synergy deliveryrunrate  Percentage of award
against the FTSE 250 Index (excluding  financial year that will vest by 31 December 2024 that will vest
investment trusts and financial
services companies) over the three-year
period ending 31 December 2024
Upper quartile 54.4p or more 30% $23.2m of more 20%
Between median Between 46.7p On a straight-line basis Between $20m and On a straight-line basis
and upper quartile and 54.4p between 7.5% and 30% $23.2m between 5% and 20%
Median 46.7p 7.5% $20m 8%
Below median Less than 46.7p 0% Less than $20m 0%

Another 20% of the award is subject to strategic measures comprising a 30% reduction of carben dioxide equivalent emissions
compared to the 2019 baseline, and greater than 15% of 2024 sales volume coming from new products launched in the five years

to December 2024.

Operation of the Executive Director remuneration policy for 2023
The current policy has been in force since 29 April 2020. Subject to approval of the new policy by shareholders at the AGM on
16 May 2023, the specific remuneraticn arrangements for 2023 are described below.

® Base salary

A salary increase was awarded with effect from 1 January 2023 of 3.8% for the CEO and CFQ in line with the average
merit increase awarded in the UK at management levels, and below the average merit increase awarded in the UK
below management levels.

2023 salaries are:
® M Willome: £674,700 @ | Liu: £456,720.

® Pension and
benefits

Pensign contributions for Executive Directors are aligned with that of the UK workforce. Executive Directors receive a
cash allowance in lieu of pension contributions, car allowance and private health insurance. Since M Willome has moved
from Switzerland to the UK, the Company also agreed a monthly relocation allowance for a four-year period. This allowance
is £7,800 per month for the first two years then £5,000 per month for the following two years, and will be grossed up for tax.
2023 cash allowances in lieu of pension contributions are:

® M Willome: 7% of salary @ L Liu: 7% of salary.

® Annual bonus

For 2023, performance under the annual bonus will be measured on the following basis:
® 60% subject to performance against Underlying profit before tax targets

® 20% Group cash flow

® 10% subject to performance measures against key SHE targets

& 10% subject to performance against individual strategic and operational goals

® Targets and objectives for 2023 are, by their financial and commercial nature, considered by the Board to be unsuitable
for disclosure in advance. However, the Committee will provide information on targets and objectives retrospectively.
2023 maximum award opportunity:

® M Willome: 150% of salary @ L Liu: 150% of salary.

® Performance
share plan

For primary awards to be made in 2023, performance will be measured as follows:
® 20% based on refative TSR performance versus FTSE 250 (excluding investment trusts and financial services companies):
- 25% of this element will vest for median performance
- 100% will vest for upper-quartile performance
- Vesting on a straight-line basis between these points
® 30% based on Underlying EPS growth:
- 25% of this element will vest for EPS growth of 4.5% per annum
- 100% vesting for EPS growth of 10% per annum
- Vesting on a straight-line basis between these points
- This target range was set following consideration of the long-term strategy and the outlook for the markets in
which we operate
® 30% based on a reduction in leverage, which by its financiat nature is considered by the Board to be unsuitable for
disclosure in advance. However, the Committee will provide information on the target retrospectively.

® 20% based on strategic targets, of which half will be a sustainability measure linked to a reduction in carbon dioxide
emissions of up to 30% from the 2019 baseline, and half linked to greater than 14% of 2025 sales volume coming from
new and protected products Jaunched or soid in the five years to December 2025.
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® Performance For the secondary additional awards, the sole performance measure will be TSR performance versus FTSE 250
share plan (excluding investment trusts and financial services companies):
continued

® 25% of this element will vest for upper quartile performance

® 100% will vest for upper decile performance

® Vesting on a straight-line basis between these points.

2023 maximum award opportunity:

® M Willome: 250% of salary (200% primary award and 50% secondary additional award)

® L Liu: 200% of salary (150% primary award and 50% secondary additional award).

Given the recent fall in share price, the Committee has considered the 2023 PSP grants and the potential for windfal!l gains.

The CEQ and CFO started in late 20271 and mid-2022 respectively, and the Committee believes it is critical to ensure
that they are appropriately incentivised in the context of challenging market conditions.

The Committee has determined therefore that it is not appropriate to reduce their award at this stage, but will review at vesting.

® Shareholding The CEO and CFO are expected to build intesests in shares of at least 220% and 200% of salary respectively.
guidelines during
employment

® Chair and Non- The fees to be paid in 2023 to the Chair and the Non-Executive Directors will be unchanged from those paidin 2022.

Executive Directors

Leaving arrangements for former CFO

While SG Bennett stepped down as CFO at the start of July 2022, he remained employed until 4 Novemnber 2022, supporting with
the transition of the new CFO. He was treated as a good leaver, rmeaning he was entitled 1o a pro-rated annual bonus for 2022 unti
he ceased employment. The bonus payment will be paid entirely in cash on the normal bonus payment date, and will be subject to
the Remuneration Committee’s right under the Rules to apply malus and clawback provisions. He will not be eligible to receive any
bonus in respect of the financial year ending 31 Decemier 2023. The total bonus paid for the period to 30 June 2022 was £29,204,
and from 1 July to 4 November, when he stepped down as Director but remained employed by the Company, was £9,735.

The Remuneration Committee determined that SG Bennett would be treated as a ‘good leaver” for the purpose of his unvested awards
under the PSP In line with the approved policy, the awards will be reduced on a time-apportioned basis, which will be calculated to

4 November 2022, Awards will be subject to the relevant performance conditions, which will be measured at the normal time.

Pro-rated maximum number

Award date Number of shares of shares that could vest Vesting date

2020 163,500 144,536 28 March 2023
2020 18,985 15,829 28 March 2023
2021 124,446 68,581 11 March 2024
2022 223,003 62,726 26 March 2024

Any dividend equivalents accrued in respect of these awards would be paid in cash following vesting and will be pro-rated in line
with the leve! of vesting of the relevant PSP award. Any shares acquired on the exercise of the awards will be subject to the
Remuneration Committee’s right under the PSP to apply clawback provisions.

Details of the vesting of the award made to SG Bennett in 2020, together with all other remuneration paid to him in 2022, are
contained in this report.

The Synthomer post-employment shareholding guidelines, which came into effect in Apnl 2021, have not been applied because
SG Bennett joined the Company before they were introduced. He 1s, however, contractually bound to hold Synthomer’s shares
post-employment as follows:

Shares Earliest date shares can he sold
14,843 shares from vesting of 2018 PSP award in March 2021 12 March 2023

20,327 shares deferred from 2020 bonus paid in March 2021 6 May 2023

40,546 shares from vesting of 2019 PSP award in March 2022 11 March 2024

31,809 shares deferred from 2021 bonus paid in March 2022 26 March 2024

Payments to past directors (audited)

CG MacLean, who stepped down as CED at the start of November 2021, was entitled to the vesting of the PSP award made to
him in 2020 as detailed in this report. He did not receive any cther remuneration in 2022, Aside from the arrangements for the
furmer CFO, no other payments were made In the year.
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Governance report

Annual report on remuneration continued

Payments for loss of office (audited)
Aside fror the arrangements for the former CFO, no payments for loss of office were made during the year.

Performance graph and table
The graph and table below allow comparison of the TSR of the Company and the CEQ remuneration outcomes over the past 10 years,

TSR chart

The chart above compares the TSR performance of the Company with that of the FTSE 250 (excluding investment trusts). This
is considered 1o be the most appropriate index against which tc make a comparison and was chosen because it represents a
broad equity market index of which the Company is a constituent.

2013 2014 2015 2016 2017 2018 2019 2020 2021 2022
CG MacLean/

CEQ AM Whitfield AM whitfield CG MaclLean CG MacLean CGMaclean CGMaclean CGMaclean GG Maclean MWillome M Willome
CEOQ total singlefigure
remuneration (£'000} 923 967 1,246 1,218 2,516 1,807 890 1,805 2,279 987
Bonus (% of
maximum awarded) a0 573 69.7 100.0 100.0 76.5 20.0 100.0 95.0 10
PSP (% of
maximum vesting) 50.0 0.0 n/a n/a 96.3 86.2 10.0 31.8 64.0 n/a

The CEO total single figure of remuneration includes salary, benefits and pension contributions paid in the year, together with
bonuses and long-term incentive awards that vested based on performance in the year

The 2027 single figure comprises the figure for CG MacLean, which covers the period to 31 October 2021, and the figure for
M Willome, which covers the period from 1 November to 31 December 2021

CEO-to-all-employee pay ratio
The following table provides pay ratio data in respect of the CEOQ’s total remuneration compared to the 25th, median and 75th
percentite employee.

Financial year Method 25th percentile pay ratic Median pay ratio 75th percentile pay ratig
2022 Option 8 24 211 16:1
2021 Option B 54:1 441 311
2020 Option B 371 28:1 221
2019 Option B 281 231 16:1

The employees used for the purposes of compiling the table above were identified on a full-time equivalent basis at the pay period during
which 5 April 2022 fell. Option B, which involves identifying the employees at the 25th, 50th and 75th percentile from our gender pay gap
report, was chosen as the caiculation methodology. Under this methadology, the employees were identified based on the full-time equivalent
basis at the pay period during which 5 April fell. The selected employees’ pay and benefits for the calendar year were then calculated using
each element of employee remuneration consistent with the CEQ and no element of pay has been omitted Employees for the purpose of
the gender pay gap are employees of Synthomer (UK Limited {463 relevant employees as at the snapshot date of 5 April 2022).
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Option B is considered 1o be the simplest and most accurate way of identifying the relevant employees. Using this methodology,
we were able to identity specific employees to make the required compariscons.

The ratio has decreased for 2022, chiefly due to the fall in variable remuneration outcomes for the CEO.
The definition of pay used included:

Annual salary
Car allowances
All other cash allowances

All bonuses and incentive scheme payments for services delivered in the year

Private medical insurance value.

The following table provides salary and total remuneration information in respect of the employees at each quartile:

Financial year Element of pay 25th percentile employee Median employee 75th percentile employae
2022 Salary 37,670 43,791 60,243
Total remuneration 40,400 46,029 63,683

Our CEQ pay is made up of a higher proportion of incentive pay than that of the majority of our employees. This is likely to
introduce more variability in the CEC total compensation.

The Board has confirmed that the ratios are consistent with the Company’s wider policies on employee pay, reward and progression.

Percentage change in remuneration of the Directors and employees

The table below sets out the increase in salary, benefits and annual bonus of the Directors compared with a selected group of
employees. The parent company, Synthomer plc, does not have any direct employees so a comparator group of employees of
the Group's main UK trading subsidiary has been used, comprising 463 employees. The Directors consider that this employee
population is the most relevant for comparison purposes, considering geographical location and remuneration structure.

2022 2021 2020
Salary and Benefits % Annual Salary ang Benefits % Annual Salary and Benefits % Annual
fee % increase/ bonus % fee % Increase/ bonus % fee % increase/ bonus %
increase (decrease} increase nerease (decrease) increase Increase (decrease) increase
M Willome’ n/a n/a n/a n/a n/a n/a n/a n/a n/a
L Liuz n/a n/a n/a n/a nfa n/a n/a n/a n/a
SG Bennett? n/a n/a n/a 2.5 (1.3) 1.1 1.3 (24.1) 560.7
CA Johnstone 24.0 n/a n/a 2.5 n/a n/a n/a n/a n/a
The Hon. AG Catto 30 n/a n/a 5.6 n/a n/a 0.9 n/a n/a
BDW Connally 92 n/a n/a 5.4 n/a n/a 1.1 n/a n/a
CS Dubin® n/a n/a n/a 31 n/a n/a n/a n/a n/a
RC Gualdoni® n/a n/a n/a n/a n/a n/a n/a n/a n/a
Dato’ Lee Hau Hian 3.0 n/a n/a 2.8 n/a n/a 1.6 n/a n/a
HA Van Deursen 2.2 n/a n/a 36 n/a n/a 1.3 n/a n/a
I Tyler? n/a n/a n/a n/a n/a n/a n/a n/a n/a
Average change for employees 21 19.6 (73.2) 26 3.2 36.5 1.4 n/a n/a

Notes
T MwWilome and RC Gualdem were appomnted 1o the Board in 2221
2 LLuwandITyler were appointed 1o the Board . 26272

3 SGBennattand CS Cubin left *he Beard in 2022

Relative importance of spend on pay

The tabie below shows the relative importance of the Group's all-employee remuneration expense compared with returns to
shareholders by way of dividends.
2022 2021

£m £m % change
Dividends paid 99.5 735 3537
Total employee remuneration 266.4 243.7 937

Dividends are the dividends paid in the year. The 2022 interim payment was cancelled. Total employment remuneration is the
consolidated salary and bonus cost for all Group employees.
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Governance report

Annual report on remuneration continued

External appointments

Executive Directors are permitted to accept external appointments with the prior approval of the Board, provided that there is no
adverse impact on their role and duties 10 the Company. Any fees arising from such appointments may be retained by the
Executive Directors where the appointment is unrefated to the Group's business.

M Willorme has been a non-executive director of Glaston Oyj (Nasdag Helsinki) since May 2020 and received a Board
membership fee of EUR40,000 in 2022. M Willome has sat on European subsidiary boards of Indutrade AB since 2013 and
received a board membership fee of CHF45,000 in 2022.

L Liu has been a non-executive director of DCC plc since 2027 and received a board membership fee of EUR84,330 1n 2022.

Remuneration Committee
Remuneration Committee membership since 1 January 2022-

Brendan Connolly (Chair)
Roberto Gualdoni

Holly A Van Deursen

| Tyler {since 21 June 2022)

CS Dubin {to 29 November 2022)

Attendance at Committee meetings 1s set out on page 100

Key duties of the Committee

During 2022 the Committee was responsible for determining, in agreement with the Board, the Company’s palicy on executive
remuneration and the specific remuneration for the Chair and each of the Executive Directors, including pension rights, within
the terms of the agreed policy The Committee was also responsible for the specific remuneration of the Executive Commitiee
and for reviewing remuneration elsewhere in the Group, including reviewing workforce remuneration and related policies to
ensure that incentives and reward are aligned with culture.

Advisers

The CEQ, Company Secretary and CHRO are invited to attend Committee meetings to contribute to the Committee in its
deliberations. However, no individual is involved in discussions, or is part of any decisions, relating to their own remuneration

The Committee received independent advice from Deloitte LLP (Deloitte), which it appainted as its independent remuneration
adviser in April 2013, following & tender process

During the year, Deloitte provided advice on governance and market trends and other remuneration matters that materially
assisted the Committee The fees paid to Deloitte in respect of this work were charged on a time and expenses basis and
totalled £39,300 for advice in 2022, The Committee is comfortable that the Deloitte engagermnent team that provides
remuneration advice to the Committee does not have connections with the Company or its Directars that may impair their
independence. The Committee reviewed the potential for conflicts of interest and judged that there were appropriate safequards
against such conflicts. Deloitte also provided tax services to part of the Group and advice about implementing TCFD to the
Board in the year. The Committee was satisfied that this did not compromise the independence of the advice received.

Deloitte is a founding member of the Remuneration Consultants Group and adheres to its Code of Conduct Deloitte was
appointed directly by the Cammittee, and the Committee is satisfied that the advice received was objective and independent

Statement of voting at the Annual General Meeting

The table below sets out the results of the veotes on the Directors' remuneration at the 2022 Annuai General Meeting (Annual
Report on Remuneraticon) and the 2020 Annual General Meeting (Directors’ Remuneration Policy).

Votes for Voles against Votes withheld

Number % of vote Number % of vote Number

2022 Annual Report on Remuneration 392,874,580 97.39 10,540,812 2.61 21,401
2020 Directors’ Remuneration Policy 332,152,827 91.98 28,090,122 8.02 28,501

By order of the Board

A Prakash
Company Secretary

28 March 2023
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Directors’ report

The Directors submit their Annual
Report and the audited consolidated
financial statements for the year ended
31 December 2022. None of the matters
required to be disclosed by Listing Rule
9 8 4R applies tn the C.ompany, except
for the following:

@ The amount of capitalised Interest
- see note 2 to the financial
statements

® Details of long-term incentive
programmes — see Directors’
remuneration report on pages
12310 148,

® Shareholder waiver of dividends
- see note 33 to the Financial
statements.

The Directors’ report is covered oh
pages 14910 151 as well asin the
following sections of the Annual Report:

Location in
Item Annual Report
Statement of Directors’ Page 152
responsibilities
Financial risk management  Financiag|
statements
— note 22

Present Board membership  Pages 921094

Governance report Pages 91 to 152

Inside front cover
to page 90

Strategic report {including
principal ch@;jes)

Management of risk and
viability statement

Pages 73 10 90
Employee engagement Pages 63-70
Directors’ remuneration report  Pages 12310 148

Financial
statements
- note 27

Share capital

Greenhouse gas emissions  Pages 5810 60

Sustainability report Pages 3910 72

Results and dividends

The loss attributable to shareholders
was £32.5 million. As announced on
12 October 2022 the Directors have
resolved to suspend dividend payments
until the end of 2u23. Accotdingly, nu
interim dividend was paid. The total
dividend paid for the year was

£99.5 million. The Directers are not
recommending a final ordinary dividend.

Acquisitions and disposals

On 1 April 2022 the Company completed
the acquisition of Eastman’s Adhesive
Resins business On 13 December 2022
the Company agreed to sell its Laminates,
Films and Coated Fabrics businesses and
completed the sale on 28 February 2023

Directors

Ali the Directors will seek election
or retire and seek re-election at
the forthcoming AGM, except
Brendan Connolly.

Ngne of the Directors seeking
re-electicn has a service contract
except Michael Willome and Lily Liu,
who both have service contracts that
contain a 12-mcnth nctice period.

Director indemnity provisions

Under the Company’s Articles of
Assaciation, the Directors of the
Company have the benefit of a qualifying
third-party indemnity provision. This
tnedns e Comnpany ndennifies them
against certain liabilities, as permitted by
Sections 232 and 234 of the Companies
Act 2006, and against costs incurred by
them in relation to any liability for which
they are indemnified. The Company has
purchased and maintains insurance
against Directors’ and officers’ liabilities
in relation to the Company

UK pension funds

The trustees have reviewed the
independent investment management
of the assets of the Company's UK
pensicn schemes and assured
themselves of the security and controls
in place. In particular, 11 is the trustees’
policy not to invest in Synthomer plc
shares nor lend money to the Company.
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Governance report

Directors’ report continued

Share capital and control

During 2022 no shares were issued or
repurchased. A total of 351,725 shares
were purchased on the open market

on behalf of the shareholders who
elected 1o participate in the dividend
reinvestment plan.

The Company’s Articles of Association
set cut the rights and obligations
attached to the Company’s ordinary
shares, being the only class of issued
share capital, alengside the powers of
the Cornpany's Directors, Copies can

be obtained frem Companies House

or downloaded from the Company's
website (www synthomer.com). There
are no restrictions on the veting rights
attached to the Company's ordinary
shares or on the transfer of securities in
the Company. No person holds securities
in the Company that carry speciai rights
with regard to the control of the
Company. The Company is not aware

of any agreements between holders of
securities that may result in restrictions
on the transfer of securtties or on voting
rights. Unless expressly specified 1o the
comrary in the Company's Articles of
Association, those Articles of
Association may be amended by special
resclution of the Company's sharehclders.

Other than in relation to its borrowings,
which become repayable on a takeover
unless certain conditions are satisfied,
the Company is not party to any
significant agreements that would come
into effect, alter or terminate on a change
of control prompted by a takeover bid.
The Company dees not have agreements
with any Director or employee that would
provide compensation for loss of office
or employment resulting from a takeaover,

All the Company’s share programmes
contain provisions relating to a change of
control. Qutstanding options and awards
would normally vest and become
exercisable on a change of control,
subject to the satisfaction of any
performance conditions at that time.
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Major shareholdings

Other than the shareholdings disclosed as Directors’ interests in the Directors’
remuneration report as at 28 March 2023, the Company had been notified under
Section 5 of the Disclosure and Transparency Rules of the following significant
holdings of voting rights in its ordinary shares.

ordinary shares

Percentage of ordinary

{number) sharesin ssue Nature of holding
Kuala Lumpur Kepong Berhad Group 125,589,510 26.87 Direct interest
Greater Manchester Pension Fund 23,410,509 5.01 Direct interest

Employment policies and
employee involvement

The Group gives every consideration to
job applications from disabled people.
Employees who become disabled are
given every opportunity to continue
waorking far Synthomer under normal
terms and conditions with appropriate
training, career development and
promotion wherever possible. The Group
seeks to achieve egual opportunities in
employment thraugh recruitment and
training policies.

The Group encourages employee
involverment in its affairs. The Company
regularly engages with employees to
make them aware of the financial and
econcmic factors affecting Group
performance. Performance-related bonus
programmes operate throughout the
Group. Alexander Catto is the designated
Non-Executive Director responsible for
gathering the views of the workforce.
Maore information on the Board's
workforce engagement methods can be
found on pages 63 to 72. The Group's
appreach to diversity and inclusion is
explained on pages 65 10 66.

Authority to purchase own shares

The Company has a general authority to
make market purchases of not more than
46,733,604 of the Company’s ordinary
shares, in accerdance with the terms of
the special resclution passed at the 2022
Annual General Meeting. This expires at
the conclusion of the 2023 Annual General
Meeting. A resolution will be tabled at the
2023 Annual General Meeting to renew
this authority for an amount representing
approximately 10% of the Company’s
iIssued share capital as at 28 March 2023

Subsidiaries

All the Group's subsidiaries, joint
ventures and related undertakings are
listed on pages 209 to 210,

Statement as to disclosure of
information to auditors

Each Director of the Company confirms
that, to the best of their knowledge, the
Company's auditors are aware of all
relevant audit information. Each Director
also confirms that he or she has taken
all necessary steps as a Director ¢ make
themselves aware of any relevant audit
information and 1o establish that the
informaticn has been shared with the
Company’s auditors. For these purposes,
relevant audit information means
information needed by the Company’s
auditors in connection with preparing

its report on pages 154 to 160. This
confirmation is given and should be
interpreted in accordance with Section
418 of the Companies Act 2006.




Going concern Independent auditors

The Directors have acknowledged A resolution to appoint

the latest guidance on going concern PricewaterhouseCoopers LLP as the
and in reaching their conglusions have Company’s auditors will be proposed at
congidered factors that include: the next Annual General Meeting.

® The new §480-million revolving
credit Facility, which was put in place  Annual General Meeting

';.lr\:g;l;gggs and matures on The Annua! General Meeting will be held
at the offices of the Company at 45 Pall
® The UK Export Finance facilities of Mall, London SW1Y 5JG on 16 May 2023
£288 million and $230 million, which  at 11,00 am.
were put in place in October 2022

and mature in Qctober 2u27 By order of the Board

® The five-year £520-million 3.875%
senior loan notes, which are due in Anant Prakash
June 2025, Company Secretary

After making enquiries and considering 28 March 2023
reasonably possible changes in trading

performance, the Directors are satisfied M
h i f ing th
that, at the time of approving the ‘/M .

financial statements, it is appropriate

to adopt the going concern basis in -
preparing the financial statements of
both the Group and the Company.

Political donations

No political donations were made in the year
{2021: nil).

Cautionary statement

The purpose of this report is to provide
information to the members of the Company.
It containg certain forward-looking
statements with respect to the operations,
performance and financial condition of the
Group. By their nature, these statements
involve uncertainty, since future events
and circumstances can cause results and
developments to differ materially from those
anticipated The forward-looking statements
reflect knowledge and information available
at the date of preparation of this report and
the Company is under no obligation to
update these forward-looking statements.
Nothing in this report should be construed
as a profit forecast.
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Governance report

Statement of Directors’ responsibilities

The Directors are responsible for
preparing the Annual Report and the
financial statements in accordance
with applicable law and regulation.

Company law requires the Directors

to prepare financial statements for

each financial year. Under that law

the Directors have prepared the Group
financial statements in accerdance with
UK-adopted international accounting
standards and the Company financial
statements in accordance with UK
Generally Accepted Accounting Practice
(UK Accounting Standards, comprising
FRS 107 Reduced Disclosure Framework,
and applicable [aw).

Under company law the Directors must
not approve the financial staternents
uniess they are satisfied that they give a
true and fair view of the state of affairs of
the Group and Company and of the profit
or loss of the Group and Company for
that period. In preparing the financial
staternents, the Directors are required to:

® Select suitable accounting policies
and then apply them consistently

® Siate whether applicable UK-adopted
IFRSs have been followed for the
Group financial statements, and
whether UK accounting standards,
comprising FRS 101, have been
followed for the Company financial
statements, subject to any material
departures disclosed and explained
in the financial statements

® Make judgements and accounting
estimates that are regsonable and
prudent, and

® Prepare the financial statements on
the going concern basis unless it is
inappropriate to presume that the
Group and Company will continue
in business,
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The Directors are responsible for
safeguarding the assets of the Group
and Company and hence for taking
reasonable steps for the prevention and

detecticn of fraud and other irreqularities.

The Directors are also responsible for
keeping adequate accounting records
that are sufficient to show and explain
the Group and Company’s transactions
and disclose with reasonable accuracy
at any time the financial position of the
Group and Company and enable them
to ensure that the financial statements
and the Directors’ remuneration report
comply with the Companies Act 2006

The Directors are responsible for the
rnaintenance and integrity of the Company’s
website (www synthomer.com).
Legislation in the UK governing the
preparation and dissemination of
financial statements may differ from
legislation in other jurisdictions.

Directors’ confirmations

The Directors consider that the Annual
Report and Accounts, taken as a whole,
is fair, balanced and understandabile and
provides the information necessary for
shareholders 10 assess the Group and
Company’s position and performance,
business model and strategy.

Each of the Directors confirms that, to
the best of their knowledge:

® The Group financial statements,
which have been prepared in
accordance with UK-adopted
international accounting
standards, and

The Company financial statements,
which have been prepared Iin
accordance with UK accounting
standards, comprising FRS 107, give
a true and fair view of the assets,
liabilities and financial position of
the Company, and

® The Directors' reportincludes a
fair review of the development and
performance of the business and the
position of the Group and Company,
together with a description of the
principal risks and uncertainties
that it faces.

By order of the Board

M Willome

Chief Executive Officer
L Liu

Chief Financial Officer
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Group financial statements

Independent auditors’ report

to the members of Synthomer plc

Report on the audit of the
financial statements

Opinion

In our opinion.

= Synthomer pic’s group financial statements and company

financial statements (the "financial statements”) give a true

and fair view of the state of the group’s and of the company's
affairs as at 31 December 2022 and of the group's loss and
the group's cash flows for the year then ended,

the group financiat statements have been properly prepared

in accordance with UK-adopted international accounting

standards as applied in accordance with the provisions of

the Companies Act 2006;

- the company financial statements have been properly
prepared in accordance with United Kingdom Generally
Accepted Accounting Practice [United Kingdom Accounting
Standards, including FRS 101 "Reduced Disclosure
Framework”, and applicable law); and

+ the financial statements have been prepared in accordance
with the requirements of the Companies Act 2006

We have audited the financial statements, included within the
Annual Report 2022 (the "Annual Report”), which comprise:
the Consolidated balance sheet and the Company statement
of financial position as at 31 December 2022; the Consolidated
income statement, the Consolidated statement of
comprehensive income, the Consolidated and Company
statements of changes in equity, the Consclidated cash flow
statement and the Reconciliation of net cash flow from
operating aclivities to movement in net debt for the year then
ended; and the notes to the financial statements, which
include a description of the significant accounting policies.

Our opinion is consistent with our reperting to the
Audit Committee.

Basis for opinion

We conducted our audit in accordance with International
Standards on Auditing (UK} ("ISAs (UK)"} and applicable law.
Our responsibilities under ISAs {UK) are further described

in the Auditors’ responsibilities for the audit of the financial
statements section of our report. We believe that the audit
evidence we have abtained is sufficient and appropriate 1
provide a basis for our opinion

Independence

We remained iIndependent of the group in accordance with

the ethical requirements that are relevant to our audit of the
financial statements in the UK, which includes the FRC's Ethical
Standard, as applicable to listed public interest entities, and we
have fulfilled our other ethical respansibilities in accordance
with these reguirements

To the best of our knowledge and belief, we declare that
non-audit services prohibited by the FRC's Ethical Standard
were not provided.

Other than those disclosed in note 7 to the consolidated
financial statements, we have provided no non-audit services
to the company in the perniod under audit.
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Our audit approach

Overview

Audit scope

= Audit procedures provide coverage of 78% of revenue and 75%
of underlying operating profit.

= Audit scope covers eight countries, performing precedures
over 13 components.

= Financially significant components in the USA and Germany.

Key audit matters

* Impairment of goodwill and intangible assets (group)

= Valuation of defined benefit pensicn liabllities and level 3

assets (group)

Presentation of Special ltems (group)

+ Fair value accounting asseociated with the Adhesive

Technologies acquisition {group)

Recoverability of investment in, and amounts owed by,

group undertakings (parent}

Materiality

= Overall group materiality’ £11,743,000 (2021: £11,605,000}
based on approximately 5% of three year weighted average of
underlying profit before taxation (2021 three year weighted
average of underlying profit before taxation)

« Overall company materiality £10,568,000 (2021: £10,444,500)
based on 1% of total assets capped at 90% of Group
materiality.

« Performance materiality: £8,807,000 (2021: £8,703,000}
(group) and £7926,000 (2027: £7,830,000) {company).

The scope of our audit

As part of designing our audit, we determined materiality and
assessed the risks of material misstatement in the financial
statements.

Key audit matters

Key audit matters are those matters that, in the auditors’
professional judgement, were of most significance in the audit
of the financial statements of the current period and include the
most significant assessed risks of material misstaternent
(whether or not due to fraud) identified by the auditors, including
those which had the greatest effect on: the overall audit
strategy; the allocation of resources in the audit; and directing
the efforts of the engagement team. These matters, and any
comments we make on the results of our procedures thereaon,
were addressed in the context of our audit of the financial
statements as a whole, and in forming our opinion thereon,

and we do not provide a separate opinion on these matters.

This is not a complete list of all risks identified by our audit.

impairment of goodwill and intangible assets and fair value
accounting associated with the Adhesive Technologies
acquisition are new key audit matters this year. Uncertain tax
provisions, which was a key audit matter last year, is no longer
included because of no significant changes to the
methodologies or tax provisions in the year. Otherwise, the key
audit matters below are consistent with last year.



Key audit matter

How our audit addressed the key audit matter

Impairment of goodwill and intangible assets (group)

As set out in note 14, the group had goodwill of £480.8m
(20217, £487.0m) at 31 December 2022, after an
imparrment of {£133.7m) (2021: £ni), As set out in note 15,
the group had acquired intangible assets of £523.6m
(20271 £297 6m) at 31 December 2022, As set out in Note
16, the group had other intangible assets of £60.9m (2021
£46.4m) at 31 December 2022, These are significant in the
context of the overall balance sheet of the group. We
consider this to be a key audit matter because the
estimates undertying the recoverability of goodwill and
intangible assets are subject to high estimation
uncertainty, particularly in a year where an impairment has
been identified. As fair value less cost to sell resultina
lower amount, we focused our audit effort on the "value-in-
use” calculations supporting the valuation of goodwill and
other intangible assets. Management's assessment of the
“value in use' of the group’s cash generating units involves
judgements about the future results of the businesses,
particularly assumptions around growth rates and the
discount rates applied to future cash flow forecasts,

where there is a higher degree of sensitivity.

Frocedures performed included:

+ Understanding business processes and contrels related to the
assessment of the carrying value of goodwill and other intangible assets
for impairment.

+ Assessing the reasonabtleness of the impairment model and
understanding management's process and Judgements utilised for
developing estimates and assumptions. This included testing of the
underlying “value-in-use” calculations.

+ Performing a retrospective review of the prior period estimates by
comparing this to actual results in the current pericd

< Engaging our internal valuation specialists to assess the reascnableness
of the weighted average cost of capital and growth rate assumptions
used by management.

+ Assessing corroborating or contradictory evidence relating to significant
assumptions in the cash flow projections.

+ Performing sensitivity analyses based on reasonably possible outcomes.

- Checking the mathematical accuracy of the calculations.

+ Assessing management's calculation of fair value less cost to sell using
forecast cash flows and the market multiple used by Synthomer in their
original valuation, noting that this was lower than the calculated value in use

= Assessing management’s impairment assessment on assets other than
goodwl!, because of the goodwill iImpairment recognised, to determing
whether any of these assets should be impaired as well.

+ Assessing the impact of climate change included in management’s
cashflow forecast.

+ Reviewing the disclosures in the financial statements in respect of the
carrying value of goodwill and other intangible assets. Based on the
procedures performed, we noted no material issues from our work other
than the impairment recognised.

Valuation of defined benefit pension liabilities
and level 3 assets (group)}

As set out in note 26, the group had £73.4m (20271
£122.4m) net lighilities as at 31 December 2022 in relation
to defined benefit pension schemes. These primarily
represent the Yule Catto group retirement benefits scheme
in the UK with a net asset position of £5.9m (2021, net
liabilities of £4.6m), the OMNOWVA Soluticns Consolidated
Pension Plan in the US with net liabilities of £10.6m (2027
net liabilities of £277m) and an unfunded scheme in
Germany with net liabilities of £57.7m (2021, net liabilities
of 74.7m). The group uses third party actuaries to calculate
pension liabilities The valuation of these liabilities is based
on a number of assumpticns and the calculation is highly
sensitive to small changes in the assumptions. For
instance, changes in inflation, mortality tables and
discount rate can have a significant impact on the
valuation of the liability recorded The UK pension scheme
ended up in a net asset position for the first time, the
recognition of such assets is judgemental. The pension
asset also contains level 3 and other complex assets
{complex PIVs where assets are not traded on Recognised
Investment Exchanges (RIEY) tatalling £39m as at

31 December 2022 (31 December 2021: £266my), which are
compiex in nature to value and therefore we deem there to
be a risk with respect to the valuation of these assets

In order to assess the identified risks we:

« We reviewed external actuarial reports of the UK and German schemes
which set out the calculations and assumptions underpinning the year end
pension scheme liabilities valuation and our US compoenent team reviewed
an external actuarial report for the US scheme.

= We (and PwC US) held discussions with the external actuanes and were
satisfied that the scope of their work was such that we could use this work
to provide evidence for the purpose of our audit.

« We assessed the competency and objectivity of the external actuaries to
perform the year end calculations by considering therr technical expertise
and independence from the group.

= We used our own specialist actuarial teamn to evaluate the key assumptions
used in each of the three schemes by comparing these assumptions to our
expectations for similar schemes as at the year end.

+ We reviewed section 14.8 of “Constitutional rules” of the UK pension scheme
and concluded that the net asset of the UK scheme could be recognised.

* With respect to the level 3 and other more complex assets, we tested values
through a combination of the following procedures: reviewed audited
accounts of pooled investment vehicles; reviewed internal control reports of
the service provider responsible for the valuation of the fund, including
obtaining bridging letters where the control report does not cover the
current financial period of Synthomer plc; obtained fund transactions close
1o the year end {(where availatvle}, and obtained third party confirmation from
the investment managers.

+ We also considered the appropriateness of the disclosures within the
financial statements. We nated rio material issues from the above procedures.
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Group financial statements

Independent auditors’ report continued

to the members of Synthomer plc

Key audit matter

How our audit addressed the key audit matter

Presentation of Special items (group)

The group presents two measures of perfermance in the
income statement; statutory and underlying, the latter after
adjusting for certain items of Income or expenses, as
management believes these measures provide additional
useful information on the underlying trends, performance
and position of the group The determination of which
itemms of income or expense are classified as Special iterns
1s subject to judgement and therefore users of the financial
statements could be misled if amounts are not classified
or calculated appropriately. Description of the amounts
presented as Special items are included in note 4 to the
financial statements.

We considered the appropriateness of amounts classified as Special
iterms To do this we considered:

= The group's accounting policy on special items and Pronouncements by
the Financial Reparting Council on this matter

* We assessed the income and expenses classified as special items

against the group’s accounting policies.

We challenged managernent on the appropriateness of the classification

of such Special terns, being mindful that classification should be

even-handed between gains and losses, the basis of the clagsification
should be clearly disclosed and a clear reconciliation to statutory
measures provided and applied consistently one year to the next.

+ We challenged management on the quantum of the Special items, and
the estimates underpinning them. Having considéred the nature and
quantum of these items, overall we are satisfied that the presentation of
special items in the financial statements for the year ended
31 December 2022 is materially appropriate.

Fair value aceounting associated with the Adhesive
Technologies acquisition (group)

As set out in note 30, the group completed the acquisition
of Eastman's Adhesive Resins business on 1 Aprit 2022 for
atotal consideration of £779.1m. Management engaged
experts to perform a purchase price ailocation ("PPA")
exercise in relation to intangibles, plant and equipment
and inventory. The allocation of the purchase price to the
acquired assets and labilities is considered to be a key
audit matter as the identification of the acquired assets
and liabilities, and their subsequent valuation, recognition
and measurement, is based to a large extent on estimates
and assumptions involving a high degree of judgement.

Our precedures included the following:

+ Assessing the business processes and controls related to the purchase
price allocation.

» Reviewing the purchase agreement with a focus on unusual terms and
conditions and more complex forms of consideration

» Comparing the identified assets and liabilities with other sources of

information, such as Beard presentations, that might suggest omitted

items.

Obtaining the report prepared by management's expert used to value

certain of the acquired assets and utilising our own specialists to assess

the valuation techniques, assumptions and source data, used to

determine these fair values.

Evaluating the allocation of the purchase price to the relative fair values

of the assets and liabilities acquired

+ Considering the appropriateness of the disclosures within the financial
statements. Based on the procedures performed, we noted no material
issues from our work.

Recoverability of investment in, and amounts owed
by, group undertakings (parent)

As disclosed in notes 3 and 6 of the parent company's
financial statements, the company held an investment in
subsidiaries of £733 4m {20271 £537.6m) and amounts
owed by group undertakings of £1,987.3m (2021:
£1,2750rm) at 31 Decemnber 2022. The assessment of the
recoverability of these assets required the application of
management judgement, particularly in determining
whether any impairment indicators have arisen that trigger
the need for a farmal impairment assessment and in
assessing whether the carrying value of each investment
and amounts owed by group undertakings are recoverable
As changes to these judgements and estimates could have
a material impact on the company's financial statements,
we consider this to be a key audit matter.

Our procedures included the following:

+ Assessing the recaverabie value by reference to the net assets of the
underlying subsidiaries and ameunts owed by group undertakings with
reference to the director's intentions for the settlement of group-wide
ntercompany balances.

+ Assessing the impact of climate change included in management’s
cashflow forecast.

+ Verifying that the recoverable values of the investment was consistent
with the recoverable value of the CGUs tested for goadwill impairment
purpases, leveraging the audit work undertaken as part of the group
audit. Based an the procedures performed, we noted no material 1ssues
from our work
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How we tailored the audit scope

We tallored the scope of our audit to ensure that we performed
encugh work to be able to give an opinion on the financial
statements as a whole, taking into account the structure of

the group and the company, the accounting processes and
controls, and the industry in which they operate.

As set out in note 5 'Segmental analysis’, the group reports its
results as five segments: 'Perfcrmance Elastomers’, 'Functional
Solutions’, 'Industrial Specialities’, 'Adhesive Technologies® and
Acrylate Monomers'. The group’s financial statements are a
consolidation of reporting units, being holding companies,
intermediate holding companies and operating companies,
across 24 countries. Two countries, being the USA and
Germany, account for a significant portion of the group's
results. We accordingly focused our work on two of the
reporting units in these countries, which were subject to audits
of their complete financial information. In addition, to increase
our coverage of the group's revenue and underiying profit
befare tax we performed full scope audit procedures at an
additional eleven reporting units located in the UK, italy,
Germany, Malaysia, the Czech Republic, Austria and France.
These components accounted for 79% of the group's revenue,
75% of the group's underiying operating profit,

Where work was performed by cormponent auditors, we
determined the level of involvement we needed to have in the
audit work at those reporting units to be able to conclude
whether sufficient appropriate audit evidence had been
obtained as a basis for our opinion on the group's financial
statements as a whole. During the audit, senior members of the
group team held a number of meetings with the audit teams
from key reporting units in the UK, Germany, Malaysia and the
USA, and reviewed the work performed by these teams aver
those areas of higher audit risk. The group audit partner also
visited Malaysia as part of the audit pianning process.

The impact of climate risk on our audit

As part of our audit we made enguiries of management to
understand the process management has adopted ¢ assess
the extent of the potential impact of climate risk on the group’s
financial staterments and support the disclosures made within
the TCFD report. In addition to enquiries with management, we

Financial statements — group

also read the governance processes in place t¢ assess climate
risk We challenged the completeness of management’s
climate risk assessment by reading the group's website /
communications for details of climate related impacts.
Management have made commitments 1o achieve net zero
carbon emissions by 2050, and with Visien 2030 they are
working on therr pathway fowards this Managemenl cunsiders
the impact of climate risk does not give rise 1o a potential
matenal financial statement impact Using our knowledge of
the business we evaluated management’s risk assessment and
its estimates as set out in note 2 of the financial statements
and resulting disclosures where significant. We considered
impairment of non-current assets, specially impairment of
goodwill and intangible assets, as the area to potentially be
materially impacted by climate risk and consequently we
focused our audit work in this area. To respond to the audit
risks identified in this area we tailored our audit approach to
address these, in particular, we challenged management on
how the impact of climate commitments made by the group
would impact the assumptions within the discounted cash
flows prepared by management that are used in the group’s
impairment analysis. We also considered the consistency of
the disclosures in relation to climate change (including the
disclosures in the Task Force on Climate-related Financial
Disclosures (TCFD} section) within the Annual Report with

the financial statements and our knowledge obtained from our
audit. Qur procedures did not identify any material impact in the
context of our audit of the financial statements as a whole, or
our key audit matters for the year ended 31 December 2022

Materiality

The scope of our audit was influenced by our application of
materiality We set certain quantitative thresholds for
rmateriality. These, together with qualitative considerations,
helped us to determine the scope of our audit and the nature,
timing and extent of ocur audit procedures on the individual
financial statement ling items and disclosures and in evaluating
the effect of misstatements, both individually and in aggregate
on the financial statements as a whole.

Based on our professional judgement, we determined
materiality for the financial statements as a whole as follows:

Financial statements - company

Overall materiality  £11,743,000 (2021. £11,605,000)

£10,568,000 (2027. £10,444,500)

How we
determined it

approximately 5% of three year weighted average of
underlying profit before taxation (2021: three year

1% of total assets capped at 90% of Group
materiality

weighted average of underlying profit before taxation)

Rationale for
benchmark applied

We believe that underlying profit before taxation,
being profit before tax adjusted for special items, is a
key metric for investors and is used by the Board in
measuring the Group's financial performance.

We believe that total assets is the primary measure
used by the shareholders in assessing the performance
of the company, and is a generally accepted
benchrnark. The value is capped for the purpose of
the Group audit with reference to Group materiality.
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Group financial statements

Independent auditors’ report continued

to the members of Synthomer pic

For each component in the scope of our group audit, we
allocated a materiality that is less than cur overall group
materiality. The range of materiality allocated across
components was between £1,300,000 to £8,000,000 Certain
components were audited to a local statutory audit materiality
that was also less than our overall group materiality.

We use performance materiality to reduce to an appropriately
low level the probability that the aggregate of uncorrected and
undetected misstatements exceeds overall materiality, Specifically,
we use performance materiality in determining the scope of our
audit and the nature and extent of our testing of account balances,
classes of transactions and disclosures, for example in determining
sample sizes. Our performance materiality was 75% (2021: 75%) of
overall materiality, amounting to £8,807000 (2027: £8,703,000) for
the group financial statements and £7926,000 (2021: £7,830,000)
for the company financial siaternents.

In determining the performance materiality, we considered a
number of factors - the histery of misstatements, risk
assessment and aggregation risk and the effectiveness of
controls - and concluded that an amount at the upper end of
our norrmal range was appropriate.

We agreed with the Audit Committee that we would report to
them misstatements identified during our audit above £587,000
(group audit) (20217 £380.000} and £528,000 {company audit)
{20271: £522,000) as well as misstatements below those amounts
that, In our view, warranted reporting for qualitative reasons.

Conclusions relating to going concern

Our evaluation of the members’ assessment of the group's and
the company’s ability to continue to adopt the going concern
basis of accounting included:

- We reviewed the directors model supporting their going
concern assumption. We discussed with management the
assumptions applied in the going concern review so we could
understand and challenge the raticnale for those assumptions,
using our knowledge of the business. We tested the model’s
mathematical accuracy and considered the reasonableness of
the revenue and cost assumptions made and the available
headroom throughout a period of at least twelve months from
the date of approval of the financial statements

+ We reviewed management’s sensitivity scenarics including
their severe but plausible downside. We considered potential
mitigating actions avallable to the group that are achievable
and within management’s control. We then assessed the
availability of Iquid resources under the different scenarios
and the associated covenant tests applicable; and

= We also assessed additional downside sensitivities and
considered the impact on covenants and liquidity headroom

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
group's and the company's ability to continue as a going
concern for a period of at least twelve months from when the
financial staternents are authorised for issue.

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

158 Synthomer plc Annual Report 2022

However, because not all future events or conditions can be
predicted, this conclusion is net a guaraniee as 1o the group's
and the company's ability to continue as a going concern

In relation to the members’ reporting on how they have applied
the UK Corparate Gavernance Code, we have nothing material
to add or draw attention to in relation to the members’
staterment in the financial statements about whether the
members considered it appropriate 1o adopt the going concern
basis of accounting.

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

Reporting on other information

The other information comprises all of the information in the
Annual Report other than the financial statements and our
auditors’ report thereon. The members are responsible for the
other information, which includes reporting based on the Task
Faorce on Climate-related Financial Disclosures (TCFD)
recommendations. Qur opinion on the financial statements
does not cover the other information and, accordingly, we do
not express an audit opinion or, except to the extent otherwise
explicitly stated in this report, any form of assurance thereon.

In connection with our audit of the financial statements, our
responsibility is to read the other infarmation and, in doing so,
consider whether the ather information is materially
incensistent with the financial statements or our knowledge
obtained in the audit, or otherwise appears to be materially
misstated. If we identify an apparent material inconsistency or
material misstatement, we are required to perform procedures
to conclude whether there is a material misstatement of the
financial statements or a material misstatement of the other
information. If, based on the work we have performed, we
conclude that there is a material misstatement of this other
information, we are required to report that fact. We have nothing
to report based on these responsibilities

With respect to the Strategic report and Directors' report, we
also considered whether the disclosures required by the UK
Companies Act 2006 have been included.

Based on our work underiaken in the course of the audit, the
Companies Act 2006 requires us alsg 1o report certain opinions
and matters as described below

Strategic report and Directors’ Report

In our opinion, based on the wark undertaken in the course of
the audit, the information given in the Strategic report and
Directors’ report for the year ended 31 December 2022 is
consistent with the financial statements and has been prepared
in accordance with applicable legal requirements.

In light of the knowledge and understanding of the group and
cempany and their environment obtained in the course of the
audit, we did not identify any material misstatements in the
Strategic report and Directors' report

Directors' Remuneration

In our opinion, the part of the Annual report on remuneration to
be audited has been properly prepared in accordance with the
Companies Act 2006.



Corporate governance statement

The Listing Rules require us 1o review the members’ statements
in relation to going concern, longer-term wviability and that part
of the corporate governance statement relating to the
company’s compliance with the provisions of the UK Corporate
Covernance Code gpecified for our review. Qur additional
responsibilities with respect to the corporate governance
staterment as other information are described in the Reporting
on other information section of this report.

Based on the work undertaken as part of cur audit, we have
concluded that each of the following elements of the corporate
governance statement, included within the Governance report
is materially consistent with the financial statements and our
knowledge obtained during the audit, and we have nothing
material to add or draw attention to in relation to:

= The members' confirmation that they have carried out a
robust assessment of the emerging and principal risks;

+ The disclosures in the Annual Report that describe those
principal risks, what procedures are in place to identify
emerging risks and an explanation cf how these are being
managed or mitigated,

= The members' statement in the financial statements about
whether they considered it apprapriate to adopt the going
concern basis of accounting in preparing them, and their
identification of any material uncertainties to the group’s
and company's ability to continue to do so over a period
of at least twelve manths from the date of approval of the
financiai statements,

* The members’ explanation as to their assessment of the
group's and company's prospects, the period this assessment
covers and why the period 1s appropriate; and

« The members' statement as to whether they have a
reascnable expectation that the company will be able to
continue in operation and meet its liabilities as they fall due
aver the pericd of its assessment, including any related
disclosures drawing attention to any necessary qualifications
or assumptions.

Our review of the members’ statement regarding the longer-
term viability of the group and company was substantially less
in scope than an audit and only consisted of making inguiries
and considering the members’ process supporting their
statement; checking that the statement is in alignment with the
relevant provisions of the UK Corporate Governance Code; and
considering whether the statement is consistent with the
financial statements and cur knowledge and understanding of
the group and company and their environment cbtained in the
course of the audit.

In addition, based on the work undertaken as part of our audit,
we have concluded that each of the following elements of the
corporate governance statement is materially consistent with
the financial statements and our knowledge obtained during
the audit:

« The members’ statement that they consider the Annual
Report, taken as a whole, is fair, balanced and understandable,
and provides the information necessary for the members to
assess the group's and company's position, performance,
business model and strategy;,

= The section of the Annual Report that describes the review
of effectiveness of risk management and internal control
systems; and

- The section of the Annual Report describing the work of the
Audit Committee.

Woe have nothing to report in respect of our responsihility 1o
report when the members' staternent relating to the company’s
compliance with the Code does not properly disclose a
departure from a relevant provision of the Code specified under
the Listing Rules for review by the auditors.

Responsibilities for the financial statements and
the audit

Responsibilities of the members for the financial statements
As explained more fully in the Statement of Directors’
responsibilities, the members are responsible for the
preparation of the financial statements in accordance with the
applicable framework and for being satisfied that they give a
true and fair view. The members are also responsible for such
internal control as they determine is necessary to enable the
preparation of financial statements that are free from material
misstatement, whether due to fraud or error

In preparing the financial statements, the members are
responsible for assessing the group's and 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 members either intend to
liquidate the group or the company or to cease operations,

or have no realistic alternative but to do so.

Auditors’ responsibilities for the audit of the financial
statements

Our objectives are 10 ohtain reasonable assurance about
whether the financial statements as a whole are free from
rnaterial misstatement, whether due to fraud or error, and to
issue an auditors’ 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 {SAs (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.

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
irreqularities, including fraud, is detailed below.

Based on our understanding of the group and industry, we
identified that the principal risks of non-compliance with laws
and regulations related 1o breaches of environmental, health
and safety and competition regulations, and we considered the
extent to which non-compliance might have a material effect on
the financial statements. We also considered those laws and
requlations that have a direct impact on the financial
statements such as the Companies Act 2005, UK tax legislation
and equivalent local laws and regulations applicable 1o material
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Group financial statements

Independent auditors’ report continued

to the members of Synthomer plc

component teams. We evaluated management’s incentives
and opportunities for fraudulent manipulation of the financial
staternents (including the risk of override of contrals), and
determined that the principal risks were related to posting
inappropriate journal entries to increase revenue and
management bias in accounting estimates. The group
engagement team shared this risk assessment with the
component auditars sa that they could include appropriate
audit procedures in response to such risks in their work, Audit
procedures performed by the group engagernent team and/or
component auditors included:

+ Discussions with management and internal audit, including
consideration of known or suspected instances of non-
compliance with 'aws and regulations and fraud;

Evaluation of management's controls designed to prevent
and detect irregularities;

Challenging assumptions and judgements made by
management in their significant accounting estimates, in
particular in relation to impairment of goodwill, going concern
and viability and the valuation of defined benefit scheme
liabilities. Where we considered appropriate, we held
discussions with the Greup’s legal advisors;

Identifying and testing journal entries, in particular any journal
entries posted with unusual account combinations {for
example credit to revenue with a debit entry to an unexpected
account) of journals posted by senior management.

There are inherent lirmitations in the audit procedures described
above. We are less likely to become aware of instances of
non-compliance with laws and regulations that are not closely
related to events and transactions reflected in the financial
siatements. Also, the risk of not detecting a material
misstaternent due to fraud is higher than the risk of not
detecting one resulting from error, as fraud may involve
deliberate concealment by, for example, forgery or intentional
misrepresentations, or through collusion.

Our audit testing might include testing compiete populations of
certain transactions and balances, possibly using data auditing
tachnigues. However, it typically involves selecting a limited
number of iters for testing, rather than testing complete
populations, We will often seek to target parficular items for
testing based on their size or risk characteristics. In other cases,
we will use audit sampling to enable us to draw a conclusion
about the population from which the sample is selected.

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 auditers’ report.

Use of this report

This report, including the opinions, has been prepared for and
anly for the company’s members as a body in accordance with
Chapter 3 of Part 16 of the Companies Act 2006 and for no other
purpose. We do not, in giving these opinions, accept or assume
responsibility for any other purpose or te any other person to
whom this repaort is shown or into whose hands it may come
save where expressly agreed by our prior consent in writing.
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Other required reporting

Companies Act 2006 exception reporting

Under the Companies Act 2006 we are required ta report to you

if, in our opinion:

+ we have not obtained &ll the information and explanations we

reguire for our audit; or

adeguate accounting recards have not been kept by the

company, or returns adequate for our audit have not been

received from branches not visited by us; or

« certain disclosures of members’ remuneration specified by
law are not made; of

« the company financial statements and the part of the Annual
report on remuneration to be audited are not in agreement
with the accounting records and returns.

We have no exceptions to report arising frorm this respansibility.

Appointment

Following the recommendation of the Audit Commiittee, we
were appointed by the members on 12 July 2012 to audit the
financial statements for the year ended 37 December 2012 and
subsequent financial periods. The pericd of total uninterrupted
engagement is 11 years, covering the years ended 31 December
2012 to 31 December 2022,

Other matter

As required by the Financial Conduct Authority Disclosure
Guidance and Transparency Rule 4.1.14R, these financial
staterments form part of the ESEF-prepared annual financial
report filed on the National Storage Mechanism of the Financial
Conduct Authority in accordance with the ESEF Regulatory
Technical Standard ('ESEF RTS'). This auditors’ report provides
no assurance over whether the annual financial renort has been
prepared using the single electronic format specified in the
ESEF RTS.

(o

David Beer {Senior Statutory Auditor)

for and on behalf of PricewaterhouseCcopers LLP
Chartered Accountants and Statutory Auditors
watford

28 March 2023



Consolidated income statement

for the year ended 31 December 2027

2022 2027
Underlying Underlying
performance  Special items IFRS performance Special items IFRS
Note £m £m £m £m £m £m
Continuing operations
Revenue - 5 2,383.9 - 2,383.9 21442 - 21442
Company and subsidiaries operating pr()ﬂt_béfb-r-emsb_ef_:iai ltems 160.8 - 160.8 a 430.2 - 430.2
Amortisation of acquired intangibles 4 - (44.8) (44.8) - (30.1) (30.1)
Restructuring and site closure costs 4 - (19.2) (19.2) - (29.7) (29.7)
Acquisition costs and related gains 4 - {6.5) (6.5) - 119 (11.9)
Sale of business 4 - (0.3) (0.3) - (7.4) (7.9
Regulatory Fine 4 - 21.5 21.5 - (57.2) (57.2)
Impairment charge 4 - (133.7) (133.7) - - -
Company and subsidiaries operating profit 160.8 {183.0) (22.2) 430.2 (136.3) 293.9
Share of joint ventures 1.7 - 1.7 2.6 - 2.6
Operating profit/(loss) 6 162.5 (183.0) (20.5) 432.8 (136.3) 296.5
Interest payable 9 (44.8) - (44.8) (27.9) - 279
Interest receivable 9 1.6 - 1.6 1.0 - 1.0
Fair value gain on unhedged interest derivatives 4 - 25.1 25.1 - 6.2 6.2
Net interest expense on defined benefit obligations 9 (1.2) - (1.2) (2.0) - (2.0)
interest element of lease payments ) (1.4) - (1.4) {1.5) - (1.5)
Finance costs (45.8) 251 20.7) (30.4) 6.2 (24.2)
Profit/(loss) before taxation 116.7 (157.9) (41.2) 402.4 (130.1) 2723
Taxation 10 (27.6) 429 15.3 (93.6) 20.3 (73.3)
Profit/(loss) for the year from continuing operations 89.1 (115.0) (25.9) 3088 (109.8) 199.0
Profit/(loss) for the year from discontinuing
operations attributable to equity holders of the parent 31 7.8 (14.9) (7.1) 16.8 5.8) 11.0
Profit/(loss) for the year 96.9 (129.9) (33.0) 3256 (115.6) 210.0
Profit attributable to non-controlling interests 0.5 (1.0} 0.5) 0.4 09 1.3
Profit/(loss) attributable to equity holders of the parent 96.4 (128.9) (32.5) 325.2 (116.5) 208.7
96.9 (129.9} (33.0) 325.6 (115.6) 210.0
Earnings per share
- Basic from continuing operations 13 19.0p (24.4)p (5.4)p 71.3p (25.6)p 45.7p
— Diluted from ceontinuing cperations 13 18.9p (24.3)p (5.4)p 711p (25.5)p 45.6p
- Basic 13 20.6p (27.6)p {(7.0)p 75.2p {26.9)p 48.3p
- Diluted 13 20.6p (27.6)p (7.0)p 74.9p (26.8)p 48.1p
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Group financial statements

Consolidated statement of comprehensive income

for the year ended 31 December 2022

2022 2021
Equity holders Non-controlling Equity holders  Non-controlling
of the parem interests Total of the parent Interests Total
Note £m £m £m £m £m £m
{Loss)/profit for the year (32.5) {0.5) (33.0) 208.7 1.3 210.0
Actuarial gains 26 34.1 - 34.1 66.8 - 66.8
Tax relating to components of other
comprehensive income 10 (11.6) - (11.6) (11.8) - (11.8)
Total items that will not be reclassified to profit or loss 225 - 225 55.0 - 55.0
Exchange differences on translation of foreign operations 95.9 0.8 96.7 2.8 (0.2) 26
Exchange differences recycled on sale of business - - - 0.3 - 0.3
Fair value gain on hedged interest derivatives 9.7 - 9.7 3.4 - 3.4
Gains on net investment hedges taken to equity 2.4 - 2.4 33 - 3.3
Total items that may be reclassified subsequently
to profit or loss 108.0 0.8 108.8 9.8 (0.2) 9.6
Other comprehensive income/(expense) for the year 130.5 0.8 131.3 64.8 {0.2) 64.6
Total comprehensive income for the year 98.0 0.3 98.3 2735 1.1 274.6
Consolidated statement of changes in equity
for the year ended 37 December 2022
Capital Hedging & Total equity
Share Share redemption tr lation d heldings of Non-controlling
capital premium reserve reserve earnings the parent interests Total Equity
Note £m £m £m £m £m £m £m £m
At 1 January 2022 46.7 620.0 0.9 {32.1) 383.8 1,019.3 13.7 1,033.0
Loss for the year - - - - (32.5) (32.5) (0.5) {33.0)
Other comprehensive
income for the year - - - 108.0 22.5 130.5 0.8 131.3
Total comprehensive
income for the year - - - 108.0 (10.0) 98.0 0.3 98.3
Dividends 12 - - - - (99.5) (99.5) - (99.5}
Share-based payments - - - - (0.8) (0.8) - (0.8)
At 31 December 2022 46.7 620.0 0.9 75.9 273.5 1,007.0 14.0 1,031.0
Capital Hedging & Total equity
Share Share redemption translation Retained heldings of  Non-controlling
capital premium reserve reserve earnings the parent interests Total Equity
Note £m £m Em £m £m £m £m £m
At 1 January 2021 42.5 4211 09 (41.9) 192.4 615.0 131 628.1
Profit for the year - - - - 2087 208.7 1.3 210.0
Other comprehensive
income for the year - - - 9.8 55.0 64.8 0.2) 64.6
Total comprehensive
income for the year - - - 9.8 263.7 27358 11 2746
Dividends 12 - - - - (73.5) (73.5) (0.5) (74.0)
Issue of shares 27 4.2 1889 - - - 2031 - 2031
Share-based payments - - - - 1.2 1.2 - 1.2
At 31 December 2021 46.7 620.0 09 (32.7) 383.8 1,016.3 13.7 1,033.0
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Consolidated balance sheet

as at 31 December 2022

2022

2021

o Note £m _ £m
Non-current assets
Goodwill 14 480.8 487.0
Acquired intangible assets 15 5236 2976
Other intangible assets 16 60.9 46.4
Property, plant and enuipment 17 753.6 508.3
Deferred tax assets 11 50.3 29.2
Defined benefit asset 26 59 -
Investment in joint ventures 18 8.1 74
Total non-current assets 1,583.2 1,375.9
Current assets
Inventories 19 4079 2537
Trade and other receivables 20 271.6 312.8
Current tax assets 10 243 -
Cash and cash equivalents 21 227.7 505.3
Derivative financial instruments 22 26.7 32
Assets classified as held for sale 3 196.2 -
Tota) current assets _ 1164.4 1,075.0
Total assets 3,047.6 2,450.9
Current liabilitles
Borrowings 21 (18.5) -
Trade ‘and other payables 24 (460.8) (414.2)
Lease liabilities 23 (10.6) (8.8)
Current tax liabilities 10 (33.6) (45.2)
Provisions for other liabilities and charges 25 {13.7) (85.2)
Derivative financial instruments 22 - (10.1)
Liabilities classified as held for sale 31 {45.5) -
Total current liabilities (582.7) (563.5)
Non-current liabllities
Borrowings 21 (1,234.1) (619.5)
Trade and other payables 24 {0.4) (2.3)
Lease liabilities 23 (34.9) (34.7)
Deferred tax liabilities 1 {44.9) {57.5)
Retirement benefit obligations 26 (79.3) (122.4)
Provisions for other liabilities and charges 25 (40.3) (18.0)
Total non-current liabilities (1,433.9) (854.4}
Total liabilities {2,016.6) (1,417.9)
Net asseots 1,031.0 1,033.0
Equity
Share capital 27 46.7 467
Share premium 27 620.0 620.0
Capital redemption reserve 0.9 0.9
Hedging and translation reserve 27 75.9 (32.1}
Retained earnings 27 273.5 3838
Equity attributable to equity holders of the parent 1,017.0 1,019.3
Non-controlling interests . 14.0 137
Total equity 1,031.0 1,033.0

The financial staternents on pages 161 to 202 were approved by the Board of Directors and authorised for issue on 28 March 2023.

They are signed ¢n its behalf by:
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Group financial statements

Consolidated cash flow statement

for the year ended 31 December 2022

2022 2021
Note £m Em £fm £m
Operating
Cash generated from operations 28 237.7 3875
- Interest received 1.6 1.0
- Interest paid (38.4) (27.1)
- Interest element of lease payments (1.4) (1.5)
Net interest paid (38.2) (27.6)
- UK corporation tax paid - -
- Overseas corporate tax paid {65.6) (86.4)
Total tax paid (65.6) (86.4)
Net cash inflow from operating activities 133.9 2735
Investing
Dividends received from joint ventures 18 1.9 19
Purchase of property, plant and equipment and other intangible assets 16,17 (20.8) (82.2)
Purchase of business 30 (759.6) -
Proceeds from sale of business 0.3 17
Net cash outflow from investing activities (848.2) {78.6)
Financing
Dividends paid 12 (99.5) (73.5)
Dividends paid to non-centrolling interests - (0.5)
Proceeds on issue of shares 27 - 2031
Settlement of equity-settied share-based payments (1.5) (0.9)
Repayment of principal portion of lease liabilities (10.1) (9.7)
Repayment of borrowings (207.6) -
Proceeds of borrowings 733.2 -
Net cash inflow from financing activities 414.5 118.5
(Decrease)/increase in cash, cash equivalents and bank overdrafts during the year (299.8) 3134
Cash and cash equivalents and bank overdrafts at 1 January 21 505.3 191.3
Foreign exchange 21 3.7 0.6
Cash and cash equivalents and bank overdrafts at 31 Decembher 21 209.2 505.3
See note 31 for further details of cash flows from discontinued operations.
Reconciliation of net cash flow from operating activities to movement
in net debt
for the year ended 31 December 2022
2022 2021
Note £m £fm
Net cash inflow from operating activities 133.9 2735
Add back: dividends received from joint ventures 18 1.9 19
Less: net capital expenditure (90.8) (82.2)
Less: purchase of businesses (759.6) -
Add back: proceeds from sale of business 0.3 1.7
(714.3) 1949
Crdinary dividends paid 12 (99.5) (73.5)
Issue of shares 27 - 2031
Dividends paid to non-controlling interests - (0.5)
Settlement of equity-settled share-based payments (1.5) (0.9)
Repayment for principal portion of lease liabilities (10.1) 9.7)
Foreign exchange and other movements 21 (85.3) 34.6
(Increase)/decrease in net debt {910.7) 348.0
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General information

Synthomer plc (the ‘Company’) is a public Imited company
incorporated in the United Kingdom and registered in
England under the Companies Act. The address of the
registered office is given on page 221. The Company is
listed on the Lendon Stock Exchange.

The principal activities of the Company and its subsidiaries
{the ‘Group’) and the nature of the Group's operations are
set out in the Strategic report.

The consclidated financial statements are prepared in
pounds sterling, the functional currency of the Company.
Foreign operations are included in accordance with the
policies set out in note 2.

New and amended standards adopted by the Group
There are no standards or interpretations that are not yet
effective and that would be expected to have a material
impact on the entity in the current or future reporting
periocds and on foreseeable future transactions.

Significant accounting policies

Basis of preparation

These consolidated financial statements have been
prepared in accordance with UK-adopted Internaticnal
Accounting Slendards and with the requirements of the
Companies Act 2006 as applicable to companies reporting
under those standards and the disclosure guidance and
transparency rules sourcebook of the United Kingdom's
Financial Conduct Authority,

The financial statements have been prepared on a geing
concern basis and under the historical cost basis, except for
the revaluation of financial instruments that are measured
at fair value at the end of each reporting period, as explained
in the accounting policies below.

The principal accounting policies adopted are set out below,

Going concern

The Group meets its day-to-day working capital requirements
through its bank facilities. The current economic conditions
continue to create uncertainty, particularly over the level of
demand for the Group’s products. The Group's forecasts and
projections take account of reasonably possible changes in
trading performance, and a severe but plausible downside
scenario has been prepared, linked to our principal risks. Various
mitigating actions have alse been identified so that, should such
a scenario crystallise, the Group could take action quickly to
significantly reduce costs and cash outflows, as demonstrated
during the course of the COVID-19 pandemic in 2020.

The severe but plausible downside scenario, offset by
mitigation actions as required, does not threaten the Group's
ability to operate within the level of its current facilities.
Having assessed the principal risks and the other matters
discussed in connection with the viability statement see
page 90, the Directors therefore considered it appropriate 1o
adopt the going concern basis of accounting in preparing its
consolidated financial statements. Further information on
the Group's borrowings is given in note 21.

Basis of consolidation
The consolidated financial statements incorparate the
financial statcments of the Company and entitics controlled

Notes to the consolidated financial statements
31 December 2022

by the Company (its subsidiaries) made up to 31 December
each year. Control is achieved when the Company:

- has the power over the investee;

+ is exposed, or has rights, to variable returns from its
involvernent with the investee; and

« has the ability to use 1ts power to affect its returns.

Consolidation of a subsidiary begins from the date the
Company obtains centrol and ceases from the date the
Company loses control. Where necessary on obtaining
control, adjustments are made to the financial statements
of subsidiaries to bring the accounting policies intc line with
those used by the Group.

Non-controlling interests in subsidiaries are identified
separately from the Group's equity therein. Subsegquent to
the date on which the Company obtains control, the carrying
amount of non-controlling interests is the amount of those
interests at initial recognition plus the non-contrelling
interests’ share of subsequent changes in equity.

All intra-group assets and liabilities, equity, income,
expenses and cash flows relating to transactions between
members of the Group are eliminated on consolidation.

Business combinations

Acquisitions of subsidiaries and businesses are accounted
for using the acquisition method. The consideration
transferred in a business combination is measured at fair
value, which is calculated as the sum of the acquisition date
fair values of assets transferred by the Group, liabilities
incurred by the Group to former owners of the acquiree and
the equity interest issued by the Group in exchange for
control of the acquiree. Acquisition related costs are
recognised in profit or loss as incurred.

At acquisition date, the identifiable assets acquired and the
labilities assumed are recognised at their fair value, except that:

+ deferred tax assets or liabilities are recognised and
measured in accordance with IAS 12 Income Taxes;

+ liabilities or assets related to employee benefit
arrangements are recognised and measured in
accordance with IAS 19 Employee Benefits; and

« assets (or disposal groups) that are classified as held for
sale In accordance with IFRS 5 Non-Current Assets Held
for Sale and Discontinued Operations are measured in
accordance with that standard

If the initial accounting for a business combination is
incomplete by the end of the reporting period in which the
combination occurs, the Group reports provisional amounts
for the items for which the accounting is incomplete. Those
provisional amounts are adjusted during a measurement
period (see below), or additicnal assets or liabilities are
recognised, to reflect new information obtained about facts
and circumstances that existed as of the acquisition date
that, if known, would have affected the amounts recognised
as of that date.

A measurement period Is the period from the date of
acquisition to the date the Group cobtains complete inforrmation
about facts and circumstances that existed as of the
acquisition date and is subject to a maximum of one year.

If a business combination is achieved in stages, the Group’s
previcusly held interest in the acquired entity is remeasured
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Group financial statements

Notes to the consolidated financial statements continued

31 December 2022

2 Significant accounting policies continued

to its acquisition date fair value and the resulting gain or
loss, if any, is recognised in profit or loss

Goodwill

Goodwill is measured as the excess of the consideration
transferred over the Group's interest in acquisition-date
identifiable assets acquired less liabilities assumed.

Goodwill is not amortised but is reviewed for impairment at
least annually. For the purpose of impairment testing,
goodwill is allocated to each of the Group's cash generating
units expected to benefit from the synergies of the
combination. Cash generating units are defined as our
reportable segments: Performance Elastomers, Functional
Solutions, Industrial Specialities, Acrylate Monomers and
Adhesive Technologies.

Cash generating units to which goodwill has been allocated
are tested for impairment annually, or more frequently when
there is an indication that the unit may be impaired. If the
recoverable amount of the cash generating unit 13 less than
the carrying amount of the unit, the impairment loss is
allocated first to reduce the carrying amount of any goodwill
allocated to the unit and then to the other assets of the unit
pro-rata on the basis of the carrying amount of each asset
in the unit, An impairment loss for goodwill is not reversed
in a subsequent period.

Cn disposal of a subsidiary, associate or joint venture, the
attributable amount of goodwill is included in the
determination of the profit or loss on disposal. Goodwill
arising on acquisitions befare the date of transition to IFRS
has been retained at the previous UK GAAP amounts
subject to being tested for impairment at that date.

Goodwill written off to reserves under UK GAAP prior 1o
1998 has not been reinstated and 1S not included in
determining any subsequent profit or loss on disposal.

Joint ventures

Joint ventures are accounted for using the equity method of
accounting. Under the equity method, interests in joint
ventures are initially recognised at cost and adjusted
thereafter to recognise the Group's share of the post-
acquisition profits or losses and movements in other
comprehensive income.

Revenue

General

Synthomer manufactures and sells mainly water-based
polymers across a diverse range of end use applications.
Our products are predominantly sold in liquid form, in bulk
containers

Revenue is measured based on the consideration to which
the Group expects to be entitled in a contract with a
customer when performance obligations are satisfied
Revenue is recognised at the point in time when control of
the product is transferred from Synthomer to the customer

The customer is deemed 1o obtain control of the resultant
asset in line with the Incoterms under which it is sold The
significant majority of Synthomer's products are sold under
Carriage Paid To (CPT) and Carriage and Insurance Paid
(CIP) International Commercial Terms. Under these terms,
control of the product is transferred when the goods reach
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their destination. At this point the risks of obsolescence and
loss have been transferred and there is no unfulfilted
obligation that could affect the customer's acceptance of
the product. A receivable is recognised at this point in time
as consideration is unconditional and only the passage of
time is required before payment is due.

Rebates

Synthomer may grant custemers rebates if the goods
purchased by the customer exceed a contractually defined
threshold within the specified period. Rebates are usuaily
deducted from the amounts payable by the customer.
Depending on the terms of the undertying contract,
Synthomer uses either the expected value or the most likely
amount to estimate the variable consideration for expected
future rebates. Historical, current and forecast information
is considered when calculating rebates

The majority of rebate programmes are aligned with the
Group’s financial year end, providing certainty around how
much should be recognised in the financial statements.
Other

The Group does not have any contracts where the period
between the transfer of promised goods to the customer
and payment by the customer exceeds one year. As a
consequence, the Group applies the practical expedient in
IFRS 15 and does not adjust any of the transaction prices
for the time value of money.

Foreign currencies

In preparing the financial statements of the individual
companies, transactions in currencies other than the entity’s
functional currency are recognised at the rates of exchange
prevailing on the dates of the transactions. At each balance
sheet date, monetary assets and liabilities that are
denominated in foreign currencies are retranslated at the
rates prevailing on the balance sheet date. Non-monetary
assets and liabilities carried at fair value that are
denominated in foreign currencies are translated at the rates
prevailing at the date when the fair value was determined.
Non-monetary items that are measured in terms of
historical cost in a foreign currency are not retranslated.

Exchange differences are recognised in profit or loss in the
period in which they arise except for:

= exchange differences on transactions entered into to
hedge certain foreign currency risks (see below under
‘hedge accounting’); and

* exchange differences on monetary items receivable or
payable to a foreign operation for which settlement is
neither planned nor likely to occur in the foreseeable
future (therefore forming part of the net investment in the
fareign operation), which are recognised initially in other
comprehensive income and reclassified from equity to
profit or loss on disposal of the net investment

On consolidation, the assets and liabilities of the Group's
non-sterling operations are translated at exchange rates
prevailing on the balance sheet date. Income and expense
ltems are translated at the average exchange rates for the
period Exchange differences arising, if any, are recognised
in other comprehensive income and accumulated in a
separate component of equity.




Goodwill and fair value adjustments arising on the acquisition
of a foreign entity are treated as assets and liabilities of the
foreign entity and translated at the closing rate. The Group
elected to treat goodwill and fair value adjustments arising on
acquisitions before the date of transition ¢ IFRS as sterling-
denominated assets and liabilities.

Operating profit and loss
Operating profit and loss represents profit and loss from
continuing activities before financing costs and taxation.

Taxation

The tax expense represents the sum of the tax currently
payable and deferred tax.

Current tax

The tax currently payable is based on taxable profit for the
year. Taxable prcfit differs from profit before tax as reported
in the income statement because it excludes items of
income or expense that are taxable or deductible in other
years and it further excludes items that are never taxable or
deductible. The Group's liability for current tax is calculated
using tax rates that have been enacted or substantively
enacted by the balance sheet date.

A provision is recognised for those matters for which the tax
determination is uncertain but it is considered probable that
there will be a future outflaw of funds to a tax authority The
provisions are measured at best estimate of the amount
expected to become payable. The assessment is based on
the judgement of tax professionals within the Company
supported by previous experiance in respect of such
activities and in certain cases based on specialist
independent tax advice.

Deferred tax

Deferred tax is the tax expected to be payable or recoverable
on differences between the carrying amounts of assets and
liabilities in the financial statements and the corresponding
tax bases used in the computation of taxable profit and is
accounted for using the balance sheet ligbility method.
Deferred tax liabilities are generally recognised for all
taxable temporary differences and deferred tax assets are
recognised to the extent that it is probable that taxable
profits will be available against which deductible temporary
differences can be utilised.

Deferred tax liabilities and assets are not recognised for
temporary differences between the carrying amount and
tax bases of investments in foreign operations where the
Group is able to control the reversal of the temporary
differences and it is probable that the differences will not
reverse in the foreseeable future.

The carrying amount of deferred tax assets is reviewed at
each balance sheet date and reduced to the extent that it is
no icnger probable that sufficient taxahle profits will be
available to allow all or part of the asset to be recovered.

Deferred tax is calculated at the tax rates that are expected
to apply in the period when the liability is settled or the asset
is realised. Deferred tax is charged or credited in the income
statement, except when it relates to items charged or
credited directly to other comprehensive income, in

which case the deferred tax is also dealt with in other
comprehensive incorme.

The measurement of deferred tax liabilities and assets
reflects the tax consequences that would follow from the
manner in which the Group expects, at the end of the
reporting pericd, to recover or setile the carrying amount of
its assets and liabilities

Deferred income tax assets and liabilities are offset when
there 15 a legally enforceable right 1o offsel current Lax
assets against current tax liabitities and when the deferred
income tax assets and liabilities relate to income taxes
levied by the same taxation authority on either the taxable
entity or different taxable entities where there is an intention
1o settle the balances on a net basis.

Leases

The Group assesses whether a contract is or contains a
lease, at inception of the contract. The lease term is
determined from the commencerment date of the contract
and covers the non-cancellable term. If considered
reasonably certain, extension or termination options are
included in the iease term.

At the commencement date, a lease liability is recognised,
measured at the present value of the future lease payments
and discounted using the Group’s incremental borrowing
rate. Subsequently, the lease liability is adjusted by
increasing the carrying amount to reflect interest on the
lease liability, reducing the carrying amount to reflect the
lease payments made and remeasuring the carrying
amount to reflect any reassessment or lease modifications,

At the commencement date, a right of use asset is
recognised, measured at an amount equal 1o the lease
liability plus any lease payments made before the
commencement date and any initial direct costs, less any
lease incentive payments. An estimate of costs to be
incurred in restoring an asset, in accordance with the terms
of the lease, is also included in the right of use asset at initial
recognition. Subsequently, right of use assets are measured
in accordance with the accounting poticy for property, plant
and equipment and are depreciated over the shorter period
of lease term and the useful life of the underlying asset. Any
adjustments to the corresponding lease liability are reflected
in the corresponding right of use asset.

Short-term leases and low value leases are not recognised
as lease liabilities and right of use assets, but are
recognised as an expense straight-line over the lease term.

Property, plant and equipment

Property, plant and equipment is stated at cost, less
accumulated depreciation and any recognised impairment
loss. Cost comprises original purchase price and the costs
attributable to bringing the asset to its working condition for
its intended use, including, where appropriate, capitalised
finance costs.

Freehold land is not depreciated.

Depreciation is recognised so as to write-off the cost of
assets less their residual values over their useful lives, using
the straight-line method, on the following bases:

Freehold buildings
Leasehold land and buildings

* H50vyears
» the lesser of 50 years and
the period of the lease

Plant and equipment * between 3 and 20 years
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Group financial statements

Notes to the consolidated financial statements continued

31 December 2022

2 Significant accounting policies continued

Assgets In the course of construction are carried at cost, less
any recognised impairment loss. Finance costs directly
attributable to the acquisition or construction of qualifying
assets are capitalised as part of the cost of those assets.
Depreciation of these assets commences when the assets
are ready for their intended use,

The estimated useful lives, residual values and depreciation
method are reviewed at the end of each reporting period,
with the effect of any changes in estimate accounted for on
a prospective basis

Acquired intangible assets

Intangible assets acguired in a business combination are
initially recognised at their fair value at the acquisition date,
which is regarded as their cost. Where necessary the fair
value of assets at acquisition and their estimated useful
lives are based on independent valuaticn reports.

Acquired intangible assets are carried at cost less
accumulated amortisation and accumulated impairment
losses. Amortisation is recognised on a straight-line basis
over estimated useful fives, on the following bases:

Customer refaticnships
Other intangibles
Assets with an indefinite life are not subject to amortisation.

Acguired intangible assets are derecognised upon reaching
the end of their useful lives.

* between 5 and 20 years
= upioc 20 years

Other intangible assets

Other intangible assets that are not acquired through a

business combination are inially measured at cost and

amortised on a straight-line basis over their estimated

useful lives of up to ten years.

An internally generated intangible asset arising from

development {or from the development phase of an internal

project) is recognised only if all of the following conditions

have been demonstrated:

the technical feasibility of completing the asset;

the intenticn to complete the intangibie asset and use or

sell it

the ability to use or sell the asset once development has

been completed;

the probabifity that the asset created will generate future

economic benefis;

the availability of adequate technical, financial and other

resources to comnplete the development; and

+ the asset created can be separately identified and the
development cost can be measured reiiably.

The amount initiaily recognised for internally generated
intangible assets is the sum of the expenditure incurred
from the date when the intangible asset first meets the
recognition criteria listed above. Where no internaliy-
generated intangible asset can be recognised, develepment
expenditure is recognised as an expense in the period in
which it is incurred. The significant other intangible asset

in the Group relates to the Pathway Programme systems
transformation project
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Impairment of property, plant and equipment and
intangible assets excluding goodwill

At each balance sheet date, the Group reviews the carrying
amounts of its plant, property and equipment and intangible
assets to determine whether there is any indication that those
assets have suffered an impairment lass. If any such indication
exists, the recoverable amount of the asset is estimated in order
1o determine the extent of the impairment loss (if any). Where
the asset does not generate cash flows that are independent
from other assets, the Group estimates the recoverable amaount
of the cash generating unit to which the asset belongs.

The recoverabie amount is the higher of fair value less cosis
of disposal and value in use. In assessing value in use, the
estimated future cash flows are discounted to their present
value using a pre-tax discount rate that reflects current
market assessmants of the time value of money and the
risks specific to the asset for which the estimates of future
cash flows have not been adjusted.

If the recoverable amount of an asset (or cash generating
unit) is estimated to be less than its carrying amount, the
carrying amount of the agset {or cash generating unit) is
reduced to its recoverable amount. An impairment loss is
recognised in the income statement.

When an impairment loss subsequently reverses, the
carrying amount of the asset {or cash generating unit) is
increased to the revised estimate of its recoverable amount
to the extent that the increased carrying amcunt does not
exceed the carrying amount that would have been
determined had no impairment loss been recognised in
prior years. A reversal of an impairment ioss 1s recognised
immediately in the income statement.

Inventories

inventories are stated at the lower of cost and net realisable
value. Cost comprises direct materials and, where applicable,
direct labour costs and those overheads that have been
incurred in bringing the inventaries to their present lacation
and condition. Cost is calculated using the weighted average
method. Net realisable value represents the estimated selling
price less all estimated costs of completion and costs to he
incurred in marketing, selling and distribution. Provision is made
for obsclete, slow-maoving or defective items where they exist.

Financial instruments

Financiai assets and financial liabilities are recognised when

the Group becomes a party to the contractua! provisions of

the instrument.

The Group classifies its financial instruments in the

following categories:

« financial assets and liahilities at amortised cost (AC);

= financial assets and liabilities at fair va'ue through profit
and loss (FVTPL), and

= financial assets and habllities at fair value through other
comprehensive income (FVTOCI),

Financial assets and liabilites are initially measured at farr

value including, where permitted, any directly attributable

transaction costs

All recognised financial assets are subsequently measured

in their entirety at either amortised cost or fair value,

depending on their classification. i



Financial assets and liabilities measured at amortised cost
Financial assets measured at amortised cost include cash
and cash equivalents and trade and other receivables Cash
and cash equivalents comprise cash held in bank accounts
with nc access restrictions, and bank term deposits repayable
on demand or maturing within three menths of Inception.

At each reporting date the Group recognises a loss allowance
for expected credit losses on financial assets measured at
amortised cost. In establishing the appropriate amount of
loss allowance to be recognised, the Group applies either the
general approach or the simplified approach, gepending on
the nature of the underlying class of financial assets.

* Under the general approach, the Group recognises a loss
allowance for a financial asset at an amount equal to the
12-month expected credit losses, unless the credit risk on
the financial asset has increased significantly since initial
recognition, in which case a loss allowance is recognised
at an amount equal to the lifetime expected credit losses.

» The simplified approach is applied to the impairment
assessment of trade and other receivables. Under this
approach, the Group recognises expected lifetime losses
upen initial recogniticn,

Financial liabilities measured at amortised cost include
trade and other payables, lease liabilities and borrowings.
Borrowings are measured at amortised cost unless they
form part of a fair value hedge relationship. The difference
between the initlial carrying amount of borrowings and the
redemption value is recognised in the income statement
over the contractual terms using the effective interest

rate method.

Financial assets and liabilities held at fair value
Financial assets and liabilities are measured at fair value
through profit or loss when they do not meet the criteria to
be measured at amortised cost or at fair value through
other comprehensive income.

Financial assets and liabllities at FVTPL are measured at
fair value at the end of each reporting period with fair value
gains or losses recognised in profit or loss to the extent they
are not part of a designated hedging relationship {(see below).

Derivative financial instruments

The Group enters into a variety of derivative financial
instruments to manage its exposure to Interest rate and
foreign exchange rate risk, including foreign exchange
forward contracts, interest rate swaps and foreign currency
options. Further details of derivative financial instruments
are set outin note 22,

Derivatives are initially recognised at fair value at the date
the derivative contracts are entered into and are subsequently
remeasured to their fair value at the end of each reporting
period. The resulting gain or loss is recognised in the income
statement immediately uniess the derivative 1s designated
and effective ag a hedging instrument, in which event the
timing of the recognition in the income statement depends
on the nature of the hedge relationship

Hedge accounting

To mitigate foreign currency and interest rate risk, the Group
designates certain derivatives as hedging instruments in fair
value hedges, cash flow hedges, or hedges of net
investments in foreign operations as appropriate.

At the inception of the hedge relationship, the Group
documents the relationship between the hedging instrument
and the hedged itemn, along with its risk management
objectives and its strategy for undertaking various hedge
transactions. Furthermore, at the inception of the hedge and on
an ongoing basis, the Group documents whether the hedging
instrurment is effective In offsetting changes in fair value or
cash flows of the hedged itern atiributable o the hedged risk.

On adoption of IFRS 9, the Group elected to continue to
apply the hedge accounting requirements of IAS 39 as
permitted by the standard

Fair value hedges

The Group only applies fair value hedge accounting for
foreign currency risk.

The fair value change on gualifying hedging instruments is
recognised in the income statement and Is recognised in
the same line as the hedged item.

Cash flow hedges

The effective portion of changes in the fair value of
derivatives that are designated and qualify as cash flow
hedges is recognised in other comprehensive income and
accumulated under the heading of cash flow hedging
reserve, limited to the cumulative change in fair value of the
hedged item from inception of the hedge.

Gains or losses relating to an ineffective portion are
recognised immediately in the income statement.

Amounts previously recognised in other comprehensive
income and accumulated in equity are reclassified in the
income statement in the periods when the hedged item
affects profit or loss, in the same line as the recognised
hedged item. However, when the hedged forecast
transaction results in the recognition of a non-financial
asset or a nen-financial liability, the gains and losses
previously recognised in other comprehensive income and
accumulated in equity are removed from eguity and
included in the initial measurernent of the cost of the
non-financial asset or non-financial iiability.

Hedge accounting is discontinued when the Group revokes
the hedging relationship, the hedging instrument expires or
is sold, terminated cr exercised, or no longer qualifies for
hedge accounting. Any gain or loss accumulated at that
time in equity 1s recognised when the forecast transaction
is ultimately recognised in profit or loss. When a forecast
transaction is no longer expected to cccur, the cumulative gain
or loss in equity is recognised immediately in profit or [0ss.

Hedges of net investment in foreign operations

Hedges of net investrments in foreign operations are
accounted for similarly to cash flow hedges. Any gain or
ioss on the hedging instrument relating to the effective
portion of the hedge is reccgnised in other comprehensive
income in the foreign currency translation reserve, The gain
or loss relating to the ineffective portion is recognised
immediately in the income statement.

Gains and losses on the hedging instrument relating to the
effective portion of the hedge accumulated in the foreign
currency translation reserve are reclassified to profit or loss
on the disposal of the foreign operation.
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Group financial statements

Notes to the consolidated financial statements continued

31 December 2022

2 Significant accounting policies continued

Retirement benefit costs

Payments to defined contribution retirement benefit schemes
are recognised as an expense when employees have rendered
service entitling them to the contributions. Payments made to
state-managed retirement benefit schemes are treated as
payments to defined contribution schermes where the Group's
obligations under the schemes are equivalent to thase arising
in a defined contribution scheme.

For defined benefit schemes, the cost of providing benefits
is calculated using the projected unit credit method, with
actuarial valuations carried out at the end of each
reporting period.

Defined benefit costs are splitinte three categories, namely:

* service costs, which includes current service cost, past service
cost and gains and losses on curtailments and settlements;

* net interest expense, and

= remeasurements

The Group presents service costs within cost of sales and
administrative expenses.

Past service cost is recognised when the plan amendment
or curtailment occurs.

Net interest expense is recognised within finance costs and
is calculated by applying a discount rate to the net defined
benefit liability.

Remeasurement comprising actuarial gains and losses and
the return on scheme assets (excluding interest) are
recognised immediately in the balance sheet with a charge
or credit to the statement of other comprehensive income in
the period in which they oceur and are not subsequently
reclassified to profit and loss.

Provisions

Provisions are recognised when the Group has a present
obligation (legal or constructive) as a result of a past event,
it is probable that the Group will be required to settle that
obiigation and a reliable estimate can be made of the
amount of the obligation. Provisions are measured as the
best estimate of the expenditure required to settle the
obligation at the balance sheet date and are discounted to
present value where the effect is material.

Provisions for restructuring costs are recognised when the
Group has a detailed formal plan for the restructuring that
has been communicated to affected parties.

Share-based payments

The Group 1ssues equity-settled share-based payments to
certain employees. These are measured at the fair value of
the equity instruments at grant date. The fair value excludes
the effect of non-market-based vesting conditions. The fair
value determined at the grant date of the equity-settled
share-based payments is expensed on a straight-line basis
over the vesting period, based on the Group's estimate of
equity instruments that will eventually vest. At each balance
sheet date, the Group revises its estimate of the number of
equity instruments expected to vest as a result of the effect
of non-market-based vesting conditions The impact of the
revision of the criginal estimates, if any, is recognised in
profit or loss such that the cumulative expense reflects the
revised estimate, with a corresponding adjustment to equity
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reserves. The Group will on occasion, at its own discretion,
settle these share-based payments in cash rather than equity

For cash-settled share-based payments, a liability is
recognised for the goods or services acquired, measured
initially at the fair value of the liability. At each balance sheet
date until the liability is settled, and at the date of settlement,
the fair value of the liability is remeasured, with any changes
in fair value recognised in profit or loss for the year.

Alternative Performance Measures

The Group has consistently used two significant Alternative
Performance Measures (APMs} since its adoption of IFRS
in 2005:

+ Underlying performance, which excludes Special Itermns
from IFRS profit measures; and

* EBITDA, which excludes Special ltems, amortisation and
depreciation from IFRS operating profit.

The Board's view is that Underlying performance provides
additional clarity far the Group's investors and so it is the
primary focus of the Group's narrative reporting. 1t 1s not
mntended 1o be a superior measure to IFRS; however, these
measures are used internally to manage the business.
Further information and the reconciliation to the IFRS
measures are included in notes 4 and 5.

Critical accounting judgements and estimates

'n the application of the Group’s accounting policies, the
Directors are required to make judgernents (other than
those involving estimations} that have a significantimpact
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 assumpticns are based on
historical experience and other factors that are considerad to
berelevant. Actual results may differ from these estimates.

The estimates and underlying assumpiions are reviewed on an
ongoing basis, Revisions to accounting estimates are recognised
in the pericd in which the estimate is revised If the revision affects
only that period, or in the period of the revision and future periods
if the revision affects both current and future periods.

Key sources of estimation uncertainty

The key assumptions concerning the future, and other key
sources of estimation uncertainty at the reporting date that
may 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. The assumptions for
each estimate are set out in the relevant note referenced below.

» Defined benefit abligation (note 26): Calculation of the Group’s
defined benefit chiigation includes a number of assumptions
which affect the carrying value of the obligation.

+ Valuation of goodwill, intangible assets and property plant
and equipment on acquisition: In a business combination,
intangible and tangible assets are identified and recognised
at fair value. The assumptions involved in valuing these
assels require the use of estimates that may differ from the
actual outcome. These estimates cover future growth
rates, expected inflation rates and the discount rate used.
Changing the assumptions selected by management could
significantly affect the allocation of the purchase price paid
between goodwill and ather acquired intangibles.




« Impairment of gocdwill and intangible assets: as part of
impairment testing, the Group is required to estimate the
recoverable amount of cash generating units by
estimating future cash flows. The assumptions involved
in estimating the recoverable amount include future
growth rates and the discount rates used. Changing the
assumptions selected by management could significanlly
affect the amount of any impairment,

« Current tax liability and deferred tax {notes 10 and 11):
The Group annually incurs significant amounts of income
taxes payable to various jurisdictions around the world
and it alsc recognises significant changes in deferred tax
assets and deferred tax liabilities, all of which are based
on management’s interpretations of applicable laws,
regulations and relevant court decisions.

Critical judgements in applying the Group's

accounting policies

In December 2022 the Group entered intc agreements under
which amounts receivable from custemers can be sold to a
third party on a non-recourse basis. These receivables are
derecognised at the point of sale which is shortly after the
initial recognition of the receivabie balance. This derecogniticn
generated a net cash inflow of £82 million In the year ended
31 December 2022, reflected as a net reduction in receivables.
In accordance with IFRS 9, the Group has determined that
substantially all the risks and rewards of ownerships of these
receivables have been transferred 1o the third parties under the
facllities, resulting in derecognition of the customer receivables.
IFRS 7 provides further guidance on disclosure requirements
where there is continued involvement in the derecognised
financial assets. The Group has determined that an asset should
be recognised in respect of deferred purchase price reserve,
which represents a portion of the original receivable. This reserve
is subsequently paid by the counterparties to the agreements,
whether the customer pays the receivable in full or not, Further
disclosures in relation to this receivable can be found in note 22,

There are no other critical judgements, apart from those
involving estimations (which are discussed above), that the
Directors have made in the process of applying the Group’s
accounting policies

During 2018, the European Commission {the Commission)
initiated an investigaticn into practices relating to the
purchase of styrene monomer by companies, including
Synthomer, cperating in the European Economic Area. The
Company has fully cooperated with the Commission during
its investigation, which concluded in 2022 resulting in a fine
of £38 5 million payable in 2023. In prior years given the
ongoing investigation and the inherent uncertainties
associated with it, it was not possible to determine whether
or not a liability existed. Similarly, given the many variables
in the Commission's fining framework and accordingly the
range of possible outcomes, the Directors were not able to
reliably estimate any potential possible liability. Therefore

a contingent liability was initiglly disclosed in each set of
financial statements, before further information allowed

a provision of £57.2 million to be recognised in 2021

No critical judgement or uncertainty remains now that

the investigation is concluded.

3

Adoption of new and revised standards

There were no new standards or amendments to existing
standards that were effective in the year that have had a
material impact on the Group. There are a number of
amendments and clarifications to iFRS, effective In future
years, which have not been early adopted by the Group.
These standards, amendments or clanfications are not
expected to significantly affect the Group's consolidated
results or financial position in the current or future periods.

Special items

IFRS and Underlying performance

The IFRS profit measures show the performance of the Group
as awhole and as such include all sources of incorne and
expense, including both one-off items and those that do not
relate 1o the Group's ongoing businesses. To provide additional
clarity on the ongoing trading performance of the Group's
businesses, management uses 'Underlying’ performance as an
Alternative Performance Measure to plan for, control and assess
the performance of the segments. Underlying performance
differs from the IFRS measures as it excludes Special 'tems.

Special tems
Special items are disclesed separately in order to provide a
clearer indication of the Group’s Underlying performance.

Special ltems are either irregular, and therefore including them
in the assessment of a segment’s performance would lead to
a distortion of trends, or are technical adjustments which
ensure the Group's financial statements are in compliance
with IFRS but do not reflect the operating performance of a
segment in the year, or both. An example of the latter is the
amortisation of acguired intangibles, which principally relates
to acquired customer relaticnships. The Group incurs costs,
which are recognised as an expense in the income staterment,
in maintaining these customer relationships. The Group
considers that the exclusion of the amortisation charge on
acquired intangibles from Underlying performance avoids the
potential double counting of such costs and therefore
excludes it as a Special ltem from Underlying performance.

The following are consistently disclosed separately as

Special ltems in order to provide a clearer indication of the

Group's Underlying performance:

+ Restructuring and site closure costs;

= Sale of business or significant asset;

= Acquisition costs;

« Amortisation of acquired intangible assets;

+ Imparrment of non-current assets;

= Fair value adjustments in respect of derivative financial
instruments where hedge accounting is not applied;

« ltems of income and expense that are considered
material, either by their size and/or nature;

= Tax impact of above 1termns; and

- Settlement of prior period tax issues

Synthomer ple Annual Report 2022 171

_40d3d 21931vHLS

180d 34 JONYNYIAOD

sjuaWale}s [edueuly dno - SINIWILVLS TVIONVYNIA

NOLLVIAHOINT 43H L0



Group financial statements

Notes to the consolidated financial statements continued
31 December 2022

4 Special items continued
Special items comprise:

2022 2021

Note £m £m
Amortisation of acquired intangibles 15 (44.8) (30.7)
Restructuring and site closure costs (19.2) (29.7)
Acquisition costs and related gains (6.5} {11.9)
Sale of business (0.3) (7.4)
Regulatery Fine 21.5 (57.2)
Impairment charge (133.7) -
Total impact on operating loss (183.0) (136.3)
Finance costs
Fair value gain on unhedged interest derivatives 4 25.1 6.2
Total impact on profit before taxation (157.9) {1301
Taxation Special items 10 3.6 8.8
Taxation on Special items 10 39.3 11.5
Total impact on profit for the year — continuing operations {115.0) (109.8)
Discontinued Operations
Amortisation of acquired intangibles (6.1 61
Restructuring and site closure costs (0.3) -
Sale of business (8.3) -
Taxation on Special items {0.2) 0.3
Total impact on profit for the year — discontinued operations (14.9) (5.8)
Total impact on profit for the year (129.9) {115.6)

Amortisation of acquired intangibles increased in 2022, reflecting the amortisation on the custorner lists, patents, tradermarks
and trade secrets arising on the acquisition of Eastman's Adhesive Resins business. The fair value of the intangible assets
arising on the acquisition, amounting to £273.2 miliion, are being amortised over a period of 8-20 years mainly dependent on
the characteristics of the customer relationships.

Restructuring and site closure costs in 2022 comprise:

+ A £9.6 million charge in relation to the ongeing integration of the acquired business into the newly formed Adhesive
Technologies division;

- A £3.2 million charge in refation to site closure of one of the smaller sites in Malaysia;

+ A further £6.7 million, in relation to further demolition and site rationalisation costs, as well as costs in relation to the strategy
change and alignment of the business into its new divisions effective in 2023,

Restructuring and site closure costs in 2021 comprised £13.2 million of OMNOVA integration costs following its acquisition in

2020, an £11.6 miliion charge to demolish and rationalise assets at a small number of sites to bring them inte line with cur ESG

strategy. and a further £4.9 million to complete the rationalisation of the Group's European Performance Materials network.

Acquisition costs and related gains are for the acquisition of Eastman’s Adhesive Resins business and comprise £11.9 million of

costs, mainly professional adviser fees, offset by a £5.4 million gain on a foreign exchange derivative entered into in October 2021

to hedge the acquisition price. Acquisition costs in 2021 afso related to the acquisition of Eastman's Adhesive Resins business

Sale of business mainly related to the costs, primarily professional fees, incurred in conjunction with the sale of the Laminates,

Films and Coated Fabrics business 1o Surteco 'n the prior year the sale of business principally comprised a further £7.1 million

loss on the onerous contract for the disposal of Synthomer's European Tyre Cord business in 2020

During 2018, the European Commission initiated an investigation into styrene monormer purchasing practices of a number of companies,

including Synthomer, operating in the European Economic Area The Company has fully cooperated with the Commission throughout

the investigation. In 2021, based on the information available and the resulting assessment of the expected outcome of the investigation,

a provision of £57.2 million was made. In 2022, the Commission concluded its investigation, resulting in a fine of £38.5 million.

In July 2018 the Group entered into swap arrangements to fix eurs interest rates on the full value of the then €440 million

committed unsecured revolving credit facility. The fair value movement of the unhedged interest rate derivatives relates 1o the

mavement in the mark-to-market of the swap in excess of the Group’s current barrowings.

A £1337 million impairment charge was taken in the year, relating 1o the Adhesives Technologies division. This was caused by

reliability and supply chain issues, demand weakness in key adhesives markets and lower than expected delivered capacity.

Taxation Special ltems related to historical tax issues in Malaysia.

Taxation on Special Iltems is mainly deferred tax credits arising on the amortisation of acquired intangibles and restructuring
and site closure costs.
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5 Segmental analysis

The Group’s Executive Committee, chaired by the Chief Executive Officer, examines the Group's performance.

The Group's reportatle segments are as follows:

Performance Elastomers

Performance Elastomers is focused on healthcare, carpet, paper and foam markets through our Nitrile Butadiene Rubber fatex
{Nitrile latex) and Styrene Butadiene Rubber latex and Elastomeric Modifiers businesses (Performance Materials).

Functional Solutions

Functional Solutions is focused on coatings, construction, adhesives and technical textiles markets through our acrylic and
vinylic based dispersions products.

Industrial Specialities

Industrial Specialities is focused on speciality chemical additives and non-aqueous based chemistry for a broad range of
applications from polymer additives to emerging materials and technclogies,

Acrylate Monomers

Acrylate Monomers is focused on the production of acrylate monomers which are sotd to external custorners in European
markets as well as our European Functional Soluticns dispersions business.

Adhesive Technologies

Adhesive Technologies is focused on tackifying resins and additives for adhesive products, for uses in end markets such as
packaging, hygiene and high-performance tyre additives. The division was formed from the newly acquired Adhesive Resins
business purchased from Eastman.

With effect from 1 January 2023, the Group has implemented a new organisation structure, comprising three operating segments.
See note 35 for further details.

The Group's Executive Cormmittee is the chief operating decision maker and primarily uses a measure of earnings before interest, tax,
depreciation and armortisation (EBITDA) 1o assess the performance of the operating segments. No infermation is provided to the Group's
Executive Committee at the segrment level concerning interest income, interest expense, income tax or other material non-cash items.

No single customer accounts for more than 10% of the Group's revenue.
A segmental analysis of Underlying performance and Special ltems is shown below.

Discontinued

Continuing Operations Operations
Performance Functional Industrial Acrylate Adhesive

Elastomers Solutions  Specialities M s hnologi Corporate Total Industrial Total
2022 £m £m £m £m £m £m £m  Specialities £m
Revenue
Total revenue 659.7 1,001.3 2339 116.0 391.3 - 2,402.2 201.2 2,603.4
Inter-segmental revenue - - - (18.3) - - (18.3) - (18.3)

659.7 1,001.3 233.9 97.7 391.3 - 2,383.9 201.2 2,585.1
EBITDA 49.1 127.8 31.8 21.7 39.5 (20.7) 249.2 159 2651
Depreciation and amortisation (29.6) (26.7) (6.3) (1.1) (17.0) (6.0) (86.7) (7.2) (93.9)
Operating profit/(loss) before
Special ltems 19.5 101.1 25.5 20.6 22.5 (26.7) 162.5 8.7 171.2
Special ltems {1.9) (31.3) (2.8) - (169.3) 22.3 (183.0) 147y  (197.7)
Operating profit/(loss) 17.6 69.8 22,7 20.6 {146.8) 4.4) (20.5) (6.0) (26.5)
Finance costs (21.1)
Loss before taxation (47.6)
Discontinued
Continuing Operations Operations
Performance Functional Industrial Acrylate Adhesive

Elastormers Solutions Specialities Monomers Technologies Corporate Total Industnal Total
2021 £m £m £m £m £m £m £m  Speclalties £m
Revenue
Total revenue 951,56 900.3 197.2 110.3 - - 2159.3 185.3 2,344.6
Inter-segmental revenue - - - (15.1} - - {15.1) - {15.1)

951.5 900.3 19722 95.2 - - 21442 185.3 2,329.5

EBITDA 320.7 139.2 23.4 35.3 - (20.6) 498.0 24.2 522.2
Depreciation and amortisation (25.8) (28.1) (7.6) (0.8) - 2.9 {65.2) {6.1) (71.3)
Operating profit/{loss) before
Special tems 2949 1111 15.8 34.5 - (23.5) 432.8 181 450.9
Special Iitems (8.0) 41.3) (8.0) (5.2) - (73.8) {136.3) &.1) (142.4)
Operating profit/(loss) 2869 69.8 78 293 - (97.3) 296.5 12.0 3085
Finance costs (24.6)
Profit before taxation 2839
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Group financial statements

Notes to the consolidated financial statements continued
31 December 2022

Geographical information

The Group’s revenue from external customers and its non-current assets (excluding deferred tax and the defined benefit asset)

by geographical locaticn are detailed below:

Revenue by destination

Non-current assets

2022 2021 2022 2021
£m £m Em £m
UK 106.0 103.6 187.5 154.8
Germany 304.3 257.2 183.4 189.4
Italy 135.6 102.9 30.6 33.9
Netherlands 76.6 81.4 140.4 109
France 1119 97.2 1001 992
Belgium 63.0 49.2 60.1 62.3
Other Europe 437.2 389.6 81.6 75.8
Malaysia 174.5 392.4 177.9 170.5
China 116.1 1459 239 223
QOther Asia 206.1 205.5 4.5 225
USA 693.6 399.6 8277 497.5
Rest of World 160.2 105 93 7.6
2,585.1 2,329.5 1,827.0 1,346.7
Operating profit — continuing operations
2022 2021
Note £m £m
Revenue 2,383.9 2,144.2
Cost of sales (1,971.4) (1,479.2)
Gross profit 412.5 665.0
Sales and marketing costs (73.5) (48.6)
Administrative expenses (91.5) (121.0)
Share of joint ventures 18 1.7 2.6
EBITDA 249.2 498.0
Depreciation and ameortisation - Underlying performance (86.7) (65.2)
Operating profit — Underlying performance 162.5 7 432.8
Special items (183.0) {136.3)
Operating (loss)/profit - IFRS (20.5) 296.5
2022 2021
Note £m £m
Operating profit is stated after charging/(crediting) the following:
Amortisation of acquired intangibles 4 44.8 301
Amortisation of other intangibles 4 7.9 71
Depreciation of property, plant and equipment 69.7 48.7
Depreciation of right of use assets 9.1 g4
Research and development expenditure 337 289
Net (gain)/loss on foreign exchange (1.7) 0.7
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7 Auditors’ remuneration

2022 2021
£'000 £000
Fees payable to the Company’s auditor for:
- audit of the Company’s annual financial staterments and the consolidated annual
financial statements 485 332
Fees payable to the Company's auditor and their associates for other services to the Group:
- audit of the Company’s subsidiaries” annual financial statements 1,951 1,291
Total audit fees o : 2,436 1,623
Audit related assurance services 46 42
Other assurance services 213 1,582
Total non-audit fees T 259 1,624 7

Details of the Company's policy on the use of the auditors for non-audit services, the reasons why the auditor was used rather
than another supplier and how the auditor’'s independence and objectivity was safeguarded are set out in the Audit Committee
section of the Corporate Governance report on page 115. No services were provided pursuant to contingent fee arrangements.

Staff costs
2022 2021
Number Number
The average monthly number of employees during the year by segment was:
Performance Elastomers 928 944
Functional Solutions 1,955 1,826
Industrial Specialities 1,122 1,176
Acrylate Maonomers 345 344
Adhesive Technologies 547 -
Corporate 305 324
5,202 4,614
2022 2021
£m £m
The aggregate remuneration of all Group employees comprised:
Wages and salaries 266.1 2437
Social security costs 35.3 26.5
Other pension costs 16.1 13.9
Share-based payments 0.7 21
318.2 286.2
Directors’ emoluments are disclosed in the Remuneration report on pages 123 to 148.
Finance costs
2022 2021
£m £m
Interest payakle on bank loans and overdrafts 44.8 279
Less: interest receivable (1.6) (1.0)
Net interest expense on defined benefit abligations 1.2 2.0
Interest element of lease payments 14 1.5
Underlying finance costs 45.8 30.4
Fair value (gain) on unhedged interest derivatives (25.1) (6.2)
Total finance costs from continuing operations 20.7 24.2
Finance costs from discontinued cperations o 0.4 0.4
Total finance costs 211 24.6
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Group financial statements

Notes to the consolidated financial statements continued
31 December 2022

10 Taxation

2022 2021
£m £m
Current tax
UK corporation tax 1.3 0.3
Overseas taxation 215 89.0
22.8 89.3
Deferred tax
Origination and reversal of temporary differences 5.3 52
281 945
Special items
Current tax:
Historical issues - (8.8)
Purchase and sale of business (0.1) (0.2}
Restructuring and site closure costs (2.6) (4.2}
Deferred tax:
Restructuring and site closure costs 1.5 6.1
Amartisation of acquired intangibles (7.5) (6.9)
Impairment of goodwill (30.0) -
Acquired tax attributes {0.4) 5.6
Adjustment in respect of prior pericds (3.6) -
(42.7) {20.6)
Total tax on (loss)/profit before taxation (14.6) 739
Total tax from continuing operations (15.3) 73.3
Total tax from discontinuwed operations 0.7 0.6

UK corporation tax is calculated at 19.0% (2021. 19.0%) of the estimated assessable profit for the year Taxation for ather

jurisdictions is calculated at the rates prevailing in the respective jurisdictions.

Reconciliation of tax (credit)/charge to (loss)/profit before taxation

The differences between the total tax expense shown above and the amount calculated by applying the standard rate of UK

corporation tax to the profit before tax is as follows.

2022 2021
£m £m
(Loss)/profit before taxation (47.6) 2839
Tax on (loss)/profit before taxation (continuing operations) at standard UK corporation
tax rate of 19.0% (2021: 19.0%) (9.0) 539
Effects of:
Expenses not deductible for tax purposes 53 16.7
Tax incentives and items not subject to tax (4.2) (0.6)
Higher tax rates on overseas earnings (2.6) 16.6
Other deferred tax asset not recognised less amounts now recognised 0.2 (7.6)
Adjustments to tax charge in respect of prior periods (2.8} (7.5}
Effect of change of rate on deferred tax (1.5) 2.4
Tax (credit)/charge for year {14.6) 739
Tax relating to components of other comprehensive income 2022 2021
£m £rm
Current tax credit in respect of actuarial losses 03 14
Deferred tax charge in respect of actuarial moverments (11.9) (13.2)
Total tax charge in respect of actuarial gains/losses (11.6) {11.8)
Current tax 2092 2021
Em £m
Current tax receivables 343 -
Current tax liabilities (33.6) (45.2)

Expenses not deductible for tax includes the tax impact of the impairment in relation to the Adhesive Technologies business.
Tax incentives and items not subject to tax includes the tax impact of the release of the provision in reiation 1o the European

Commission Styrene investigation. This was treated as a disallowed expense in the 2027
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11 Deferred taxation

Deferred tax assets have been recognised in respect of all tax losses and other temporary differences giving rise to deferred

tax assets to the extent that it s probable that these assets will be recovered.

The movements in deferred tax assets and liabilities are shown below.

Deferred tax liabilitieg

140434 J1931vH 1S

2022
Goodwill and
Accelerated tax acquired
depreciation intangibles Sub-total  Right of Offset Total
£m Em £m £m £m

At 1 January (33.2) (73.5) (106.7) 49.2 (57.5)
Purchase of business 0.7 (7.5) (6.8)
Reclassification of assets/liabilities
ciassified as held for sale 7.0 111 18.1
(Charged)/credited to income statement (25.3) 378 12.2
Exchange adjustment (5.4) (5.4) (10.8)
At 31 December (56.2) {37.8) (94.0) 49,1 (44.9)
2021 £m £m £m £m £m
At 1 January (32.8) (81.6) (114.4) 711 (43.3)
{Charged)/credited ta income statement (1.2) 69 57
Exchange adjustment 08 1.2 2.0
At 31 December (33.2) (73.5) (106.7) 49.2 (57.5)

Deferred tax liability not recognised

No deferred tax liability has been recognised on temporary differences relating to unremitted earnings of overseas subsidiaries
of £117.4 million (2021: £71.7 million), as the Group is able to cantrol the timing of the reversal of the temporary differences and
itis not probable that the differences will reverse in the foreseeable future.

Deferred tax assets

2022
Losses Pension Restructuring Other Sub-total Right of Offset Total
£m £m £m £m £m £m £m
At 1 January 26.1 20.0 16.1 16.2 78.4 (49.2) 29.2
Purchase of business - - - 3.7 3.7
Reclassification to assets/liabilities
classified as held for sale - - - (.1 an
Credited/(charged} to income statement 29.3 (1.8) (1.5) (3.5) 22.5
Charged to statement of other
comprehensive income - {11.9) - - {11.9)
Transfers 4.4 - (4.4) -
Exchange adjustment 2.8 17 (0.4) 3.7 7.8
At 31 December 62.6 8.0 9.8 19.0 99.4 (49.1) 50.3
2021 £rm £m £m £m £m £m £m
At 1 January 29.0 372 10.5 18.2 949 (71.1) 23.8
{Charged)/credited tc income statement 3.1) (3.4) a.1 31n (3.5)
Charged to statement of other
comprehensive income - {13.2) - - {13.2)
Exchange adjustment 0.2 (0.6) (0.5) 1.1 0.2
At 31 December 26.1 20.0 161 16.2 78.4 (49.2) 292
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Group financial statements

Notes to the consolidated financial statements continued
31 December 2022

11 Deferred taxation continued

Tax losses not recognised

The amounts of tax losses for which no deferred tax asset has been recognised at the balance sheet dates are as follows’

2022

2021

£m £m
Tax losses 53.0 534
53.0 534
All of the unrecognised tax losses set out above can be carried forward indefinitely.
12 Dividends
2022 2021
Pence per Pence per
share £m share £m
Interim dividend - - 8.7 369
Proposed final dividend - - 213 99.5
- - 300 136.4
As part of a covenant amendment process in October 2022, the Group suspended dividend payments until the end of 2023
This included the suspension of the interim dividend of 4. 0p announced in 2022 that was due to be paid in November 2022.
Dividends paid
2022 2021
£m £m
Interim dividend - 369
Prior year final dividend 99.5 36.6
99.5 735
13 Earnings per share
Number of shares
2022 2021
Underlying Special Underlying Special
performance Items IFRS performance Items IFRS
Profit/(loss) attributable to equity holders of
the parent
- continuing £m 88.6 (114.0) (25.4) 3084 (110.7) 1977
- total £m 96.4 (128.9) (32.5) 3252 (116.5) 2087
Number of shares
Weighted average number of ordinary shares —basic ‘oo0 467,311 432,290
Effect of dilutive potential ordinary shares ‘000 1,019 1,654
Weighted average number of crdinary shares - diluted ‘coc 468,330 433944
Earnings per share for profit from
continuing operations
Basic earnings per share pence 19.0 (24.4) (5.4) 713 (25.6) 457
Diluted earnings per share pence 18.9 (24.3) (5.4) 71.1 (25.5) 45.6
Earnings per share for profit from
discontinued operations
Basic earnings per share pence 1.6 (3.2) (1.6) 39 {1.3) 2.6
Diluted earnings per share pence 1.7 (3.3) {(1.6) 38 (1.3) 2.5
Earnings per share for profit attributable to
equity holders of the parent
Basic earnings per share pence 20.6 (27.6) (7.0) 75.2 (26.9} 483
Diluted earnings per share pence 20.6 (27.6) (7.0) 74.9 (26.8) 481
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14 Goodwill

2022 2021
£m fm

Cost
At 1.January 502.4 508.8
Measurement penod adjustmenl - 2.1
Purchase of business 1249 -
Transferred to assets held for sale (43.5) -
Exchange adjustments 46.1 (8.5)
At 31 December ) 6299 . 5024
Accumulated impairment losses
At 1 January 15.4 15.4
Impairment charge 133.7 -
Ai 31 December 7 o 149.1 15.4
Net book value
At 31 December 480.8 487.0

Goodwill acquired in a business combination is allocated, at acquisition, to the cash generating units (CGUs) that are expected
to benefit from that business combination.

In March 2021, a £2.1 million measurement period adjustment was recognised, relating to the acquisition of OMNOVA Solutions inc.
The allocation of the carrying value of goodwill is represented below.

Net book Net book Net book

value gl Measurement value at Transfer to value at

1 January period Exchange 31 December Purchase of asset held Exchange 31 December

2021 adjustment adjustments 2021 business for sale Impairment  adjustments 2022

£m £m £rm £m £m £m £m £m £m

Performance Elastomers 123.2 - (5.9 117.3 - - - 6.0 123.3
Functional Solutions 306.4 1.9 (1.4} 3069 - - - 24.0 3309
Industrial Specialities 63.8 0.2 (1.2} 62.8 - (43.5) - 59 25.2
Adhesive Technologies - - - - 124.9 - (133.7) 10.2 1.4
TOTAL 493.4 21 (8.5) 487.0 124.9 (43.5) (133.7) 46.1 480.8

The Group tests goodwill annually for impairment, or more frequently if there are indications that goodwill might be impaired.

The recoverable amounts for CGUs are determined from value in use calculations. The key assumptions for the value in use
calculations are the discount rate, profitability and growth rate. These assumptions have been updated in the year in light of the
current economic environment.

Management estimates discount rates using pre-tax rates that reflect current market assessments of the time value of money
and the risks specific to the Group. The discount rate is based on the Group's weighted average cost of capital adjusted where
appropriate for the risk premium attributable to a particular CGU's activities. A pre-tax discount rate of 17.4% (2021: 10.2%) has
been used in the above calculations for each of Performance Elastomers, Functional Solutions and Industrial Specialities, and
a pre-tax discount rate of 12.3% was used for Adhesive Technologies.

The Group prepares cash flow forecasts for each CGU, derived from the most recent five-year business plans approved by the
Board. The final year cash flow is then assumed to apply into perpetuity with estimated annual growth rates of 3.1%, 1.9%, 2.0%
and 2.0% for Performance Elastomers, Functional Solutions, Industrial Specialities and Adhesive Technologies respectively
(2021: 31%, 19% and 2.0% for Performance Elastomers, Functional Solutions and Industrial Specialities respectively) These
rates do not exceed average long-term growth rates for relevant markets.

A £133.7 million impairment charge was taken in the year, relating to the Adhesives Technologies division. This reflected
reliability and supply chain issues, which the Group is working to resclve, and lower-than-expected capacity acquired

For all the CGUs, a sensitivity analysis has been undertaken on these impairment tests, with scenarios covering increased cost
of capital, lower perpetuity growth rates, the impact of potential carben taxes, reduced margins and reduction in customer
demand. For each CGU except for Adhesive Technologies, the Directors believe that there is no reasonably possible change in
the key assumptions on which the recoverable amount 1s based that would cause the aggregate carrying amount to exceed the
aggregate recoverable amount of the CGU For Adhesive Technologies, the primary sensitivities identified were the discount
rate and the perpetuity growth rate. Every 0 25% decrease in perpetuity growth rate yields a decrease of ¢.£9 million in
recoverable amount. Every 0.1% increase in discount rate yields a decrease in recoverable amount of ¢.£5 million.
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Group financial statements

Notes to the consolidated financial statements continued

31 December 2022

15 Acquired intangible assets

Customer

Other Acquired

In

Total

£m £m £m
Cost
At 1 January 2022 361.7 211 382.8
Acquisition of business 180.9 923 273.2
Transfer to held for sale (60.2) (2.4) (62.6)
Derecognition of fully amortised assets (4.1) {2.6) {6.7)
Exchange adjustments 47.3 9.0 56.3
At31December2022 7 525.6 17.4 643.0
Accumulated amortisation and impairment
At 1 January 2022 78.5 6.7 85.2
Amortisation charge for the year 44.7 6.2 50.9
Transfer to held for sale (17.8) (0.49) (18.2)
Derecognition of fully amortised assets 4.1) (2.6) (6.7)
Exchange adjustments 7.6 0.6 8.2
At 31 December 2022 108.9 10.5 119.4
Net book value
At 31 December 2022 416.7 106.9 523.6

Customer  Other Acquired
Relationships Intangibles Total

£m £m £m
Cost
At 1 January 2021 373.2 21.6 3948
Derecognition of fully amortised assets (3.1) - (3.1
Exchange adjustments (8.4) {(0.5) (8.9)
At 31 December 2021 3617 211 3828
Accumulated amortisation and impairment
At 1 January 2021 488 5.0 53.8
Amaortisation charge for the year 341 2.1 362
Derecognition of fully amortised assets 31 - (3.1)
Exchange adjustments (1.3) (0.4) .7
At 31 December 2021 78.5 6.7 852
Net book value
At 371 December 2021 2832 14.4 ’ 2976
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16 Other intangible assets

Other intangible
assets

Assets under
construction

Total

1H0d3Y FJONYNYIAOD

£m £m £m
Cost
At 1 January 2022 61.8 - 61.8
Additions 21.8 218
Disposals (0.4) - (0.4)
Transfer to held for sale (3.1) - (3.1)
Other transfers B.6 - 8.6
Exchange adjustments 2.2 - 22
At 31 December 2022 90.9 - 909
Accumulated amortisation and impairment
At 1 January 2022 15.4 - 15.4
Amortisation charge for the year 79 - 7.9
Disposals (0.5) - (0.5)
Transfer to held for sale (0.3) - {0.3)
Other transferg 6.3 - 6.3
Exchange adjustments 1.2 - 1.2
At 31 December 2022 30.0 - 30.0
Net book value
At 31 December 2022 60.9 - 60.9

Other intangible Assets under
assets construction Total

£m £m £m
Cost
At 1 January 2021 14.8 299 44.7
Additions 9.5 6.4 159
Other transfers 361 (36.1) -
Exchange adjustments 1.4 (0.2) 1.2
At 31 December 2021 61.8 - 61.8
Accumulated amortisation and impairment
At 1 January 2021 8.1 - a1
Amortisation charge for the year 71 - 71
Exchange adjustments 0.2 - 0.2
At 31 December 2021 15.4 - 15.4
Net book value
At 31 December 2021 46.4 - 46.4

Expenditure on research activities is recognised as an expense in the period in which it is incurred.

As disclosed in note 2, there are various conditions required by IAS 38 for an internally generated intangible asset to be recognised.

During the year the Group invested a further £19.4 million in its Pathway programme {20217: £12.9 millicn). This programme is
designed to deliver a unified cperating model on a single set of integrated systems to improve the efficiency and effectiveness
of the Group. The investment in this programme was shown as an asset under construction until the deployment phase began.
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Group financial statements

Notes to the consolidated financial statements continued

31 December 2022

17 Property, plant and equipment

Owned assets Right of use assets
Freeholdland Leasehoid Jand Plant and Assets under Land and Plant and
and building ilding: equi t construction buildings equipment Total
£m £m £m £m £m £m £m
Cost
At 1 January 2022 178.7 8.7 761.0 279 36.6 23.0 1,035.9
Additions 3.7 - 62.2 3.2 1.0 3.4 73.5
Purchase of business 43.6 1.0 212.4 - 1.1 6.4 264.5
Transfer to held for sale (34.6) - (106.5) - (3.8) (0.1) (145.0)
Disposals (0.9) (0.6) {19.1) - (1.0) {2.5) (24.1)
Transfer from assets under construction 1.2 - 26.7 (27.9) - - -
Other trangfers 7.5 - (16.1) - - - (8.6)
Exchange adjustments 13.9 0.4 76.3 - 19 3.7 96.2
At 31 December 2022 213.1 9.5 996.9 3.2 35.8 33.9 1,292.4
Accumulated depreciation and impairment
At 1 January 2022 70.6 5.2 4297 - 9.4 12.7 527.6
Depreciation charge for the year 5.6 0.2 70.6 - 4.0 5.6 86.0
Transfer to held for sale 17.7) - (71.3) - (1.2) (0.1) (90.3)
Impairment - - - - 0.6 - 0.6
Disposals {0.1) (0.3) (17.3) - {1.0) (2.5) (21.2)
Other transfers (2.2) 0.3 (4.4) - - - (6.3)
Exchange adjustments 35 - 357 - 0.2 3.0 42.4
At 31 December 2022 59.7 5.4 443.0 - 12.0 18.7 538.8
Net book value
At 31 December 2022 153.4 4.1 553.9 3.2 23.8 15.2 753.6
Owned assets Right of use assets
Freehaldland Leasehold land Plant and Assets under Land and Plant and
and buildings and buildings equipment construction busldings equipment Total
£m £m £m £€m £m £m £m

Cost
At 1 January 2021 181.4 8.7 7394 251 369 29.4 1,020.9
Additions 6.0 - 485 134 16 21 714
Sale of business (3.6) - (3.6) - - - (7.2)
Disposals 1m - (9.9) - 1.7) 8.0) (20.7)
Transfer from assets under construction 0.2 - 99 (10.1) - ~ -
Exchange adjustments 4.2) - (23.3) {0.5) {0.2) (0.5) (28.7)
At 31 December 2027 178.7 8.7 761.0 279 36.6 23.0 1.635.9
Accumulated depreciation and impairment
At 1 January 2021 59.0 51 417.8 - 6.0 1.2 4991
Depreciation charge for the year 16.6 01 377 - 3.6 6.2 64.2
Sale of business 2.4) - (3.6) - - - (6.0)
Disposals {0.7) - (9.6) - (0.9) 4.9) (16.1)
Exchange adjustments (1.9 - (12.6) - 07 0.2 (13.6)
At 31 December 2021 70.6 52 429.7 - 9.4 12.7 527.6
Net book value
At 31 December 2021 108.1 3.5 331.3 279 272 10.3 508.3

Freehold land is not depreciated and Is held at historical cost. At 31 December 2022, the Group's freeheld land was recognised
at £62 9 million (31 December 2021: £50 4 million)

At 31 December 2022 the Group had entered into contractual commitments for the acquisition of property, plant and
equipment amounting to £32 6 miflion (2021 £18.8 million]
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18 Investment in joint ventures
Details of the Group's joint ventures are as follows:

Place of

Name of entity incorporation Ownership Principal Activity Segment

Synthomer Middle East Company Ltd ~ Saudi Arabia 49% Manufacturer and sale of acrylic and Functional Solutions
vinyl resin emulsions

Synthomer Functional Selutions FZCC  U.AE. 49% Trading in adhesives and oilfield chemicals Functional Solutions

Synthomer FZCO UAE. 49% Sales and marketing support for Functional Solutions
Synthomer companies

Nanjing Yangzi Eastman Chemical Ltd China 50% Manufacturer of hydrogenated Adhesive Technologies
hydrocarbon resins

Super Sky Ltd United Kingdom 50% Non-trading Corporate

Joint ventures are accounted for using the equity method in these financial statements. The ownership of entities has not
changed since the prior year with the exception of Nanjing Yangzi Eastman Chemical Ltd which was acquired in 2022 as part
of the purchase of the Adhesive Resins business from Eastman.

Summarised financial information in respect of the joint ventures is set out below. This information represents amounts in the
joint ventures’ financial statements adjusted for differences in accounting policies between the Group and the joint venture
(and not the Group's share of those amounts).

Summarised balance sheet (100%)

2022 2021
£m £m

Non- current assets 12.6 6.4
Cash and cash equivalents 5.0 2.6
Other current assets 24.5 24.5
Total current assets 29.5 271
Other current liabilities (25.5) (18.5)
Total current liabilities (25.5) (18.5)
Net assets 16.6 15.0
Summarised statement of comprehensive income (100%)

2022 2021

£m £m

Revenue 100.1 61.8
Operating profit 3.4 54
Taxation - -
Profit for the year 34 54
Exchange differences on translation 2.1} 0.2
Total comprehensive income 1.3 5.6
Dividends paid (4.0) (3.9)
Movement in retained earnings (2.7) 1.7
Group share:
Profit for the year 1.7 26
Exchange differences on translation (0.9) 0.1
Dividends paid 1.9 09
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Group financial statements

Notes to the consolidated financial statements continued
31 December 2022

18 Investment in joint ventures continued
The following table reconciles the summary information above to the carrying amount of the Group's interest in the

joint ventures’

Investment in joint venture

2022

2021

£m £m
At 1 January 74 6.6
Profit from continuing operations 1.7 2.6
Exchange differences on translation 0.9 0.1
Dividend paid (1.9) (1.9)
At 31 December 8.1 7.4
19 Inventories
2022 2021
£m £m
Raw materials and consumables 184.8 120.4
Finished goods 2231 133.3 '
4079 2537
Stock written off during the year 5.8 5.9
Cost of inventory recognised as an expense and included in cost of sales 1,686.7 1.338.4

The nature of the chemica! reaction necessary to produce finished goods from raw materials is such that 'work in progress’ is
not a rmaterial part of the Group’s inventory at any given point of time.

20 Trade and other receivables
2022 2021
£m £m
Trade receivables 201.3 2751
Other receivables 62.7 254
Prepayments 7.6 12.3
271.6 312.8

The Directors consider that the carrying amount of trade and other receivables approximates to their fair value.
Before accepting a new customer, the Group Uuses appropriate pracedures 10 assess the potential customer's credit quality in

order 1o set a credit limit.

The Group applies a simplified approach to measure the loss allowance for trade receivables classified at amortised cost,
using the lifetime expected loss provision. The expected credit loss on trade receivables is estimated using a provision matrix
by reference 1o past default experience and credit rating, adjusted as appropriate for current observable data The Group has no
significant concentration of credit risk, with exposure spread over a large number of customers, The following table details the
risk profile of trade receivables based on the Group’s provision matrix.

Trade receivables - days past due

Not yet due <60 61-120 >120 Total
2022 £m £m Em £m £m
Gross ¢arrying amount 140.3 48.1 12.4 21 202.9
Expected credit loss rate 0.07%
Lifetime expected credit loss (1.6)
Total 201.3

Trade receivables ~ days past due

Not yet due <60 61 - 120 *120 Total
2021 £m £m £m £m £m
Gross carrying amount 2493 253 0.3 1.7 276.6
Expected credit loss rate 0.06%
Lifetime expected credit loss (1.5)
Total 275 1
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20 Trade and other receivables continued
The following table shows the movement in the lifetime expected credit loss that has been recognised for trade receivables in

21

accordance with the simplified approach set out in IFRS 9:

2022 2021
£m £m
At 1 January 1.5 1.9
Exchange adjustments 0.3 (0.1
Acquisition of business 2.2 -
Transfer from credit impaired 0.2) 0.2)
Uncollectable amounts written off/recovered (2.2) (0.1)
At 31 December 1.6 1.5
Cash and borrowings
Exchange
1 January and other 31 December
2022 Cash flows movements 2022
£m Em £m £m
Bank overdrafts - (17.6) (0.9) (18.5)
Current liabilities - {(17.6) {0.9) (18.5}
Bank loans (187.9) (525.6) (64.2) (777.7})
€520m 3.875% senior unsecured lcan notes due 2025 (431.6) - {24.8) (456.4)
Non-current liabilities (619.5) (525.6) (89.0) (1,234.1)
Total borrowings {619.5) (543.2) (89.9) {1,252.6}
Cash and cash equivalents 505.3 (282.2) 4.6 2277
Net debt (114.2) (825.4) (85.3) (1,024.9)
Capitalised debt costs which have been recognised as a reduction in borrowings in the financial statements, amounted to
£14.2 million at 31 December 2022 (371 December 2027: £9.9 million).
Analysis of net debt by currency:
2022 2021
Cash and Cash Total CashandCash Total
Equivalents Borrowings Equivalents Borrowings
£m £m £m £m
Sterling 20.5 108.1 2115 -
Eurc 54.4 602.0 50.7 437.3
US dollar 65.1 556.7 124.8 192.1
Malaysian Ringgit 32.7 - 51.0 -
Other 55.0 - 67.3 -
Total 227.7 1,266.8 505.3 629.4

The principal features of the Group’s borrowings are as follows:

The Group has committed unsecured borrowing facilities comprising & 3260 million term loan, a £460 million revolving credit
facility both of which have terms ending July 2024, a $300 million term loan with a term ending October 2024 and €520 miliion
3.875% unsecured senior loan notes due in June 2025, In October 2022 the Group signed a five-year £288 million and

$230 million facility, 80% guaranteed by UK Export Finance on terms that are similar to the Company’s existing revolving credit

facility. See note 36 for more details on refinancing arranged after the balance sheet date.

Synthomer plc Annual Report 2022 185

_40d34 J1D31¥HLS

140435 3DNYNHIACD

sjuawlels jejoueuy dnols - SINIWILYLS TVIONYNIL

NOILYIWHOANI H3H 10



Group financial statements

Notes to the consclidated financial statements continued
37 December 2022

21 Cash and borrowings continued

Changes in liabilities arising from financing activities
Hon-cash changes

Financing Exchange
1January cash {inflows)/ and other 31 December
2022 outflows Acquisiti 2022
Borrowings {(619.5) (525.6) - (89.0) (1,234.1)
Lease liabilities (43.5) 101 (7.5) {4.6) (45.5)
Total (663.0) (525.3) (7.5) (83.8) (1,279.6)
Financing Exchange
1January  cash {inflows)/ and other 31 December
2021 outflows Acquisitions movements 2021
Borrowings (653.5) - - 34.0 (615.5)
Lease liabilities (55.0) 97 - 1.8 (43.5)
Total (708.5) 97 - 358 (663.0)

22 Financial instruments
The table below sets out the Group's accounting classification of each class of financial assets and ligbilities.

2022 201
Valuation Carrying amount Carrying amount
category in Fair value Carrying within scope Carrying within scope
accordance hierarchy amount of IFRS 7 Fair value armnount of IFR57 Fair value
with IFRS ¢ level £m fm £m £m £m £ro
Trade receivables AC 201.3 201.3 201.3 2751 2751 2751
Other receivables AC 62.7 42.4 42.4 25.4 15.0 15.0
Cash and cash equivalents AC 2277 2277 2277 5056.3 505.3 505.3
Derivatives — no hedge accounting FVTPL Level2 17.3 17.3 17.3 3.2 3.2 3.2
Total assets 509.0 488.7 488.7 809.0 798.6 7986
Borrowings AC (1,252.6)  (1,252.6)  (1,266.8) {619.5) {619.5) (629.4)
Trade and other payables AC (461.2) (449.5) (449.5) (416.5) {404.6) (404.6)
Derivatives - no hedge accounting FVTPL Level 2 - - - (10.1) (r0.1) (10.1)
Total liabilities (1,713.8)  (1,7021)  (1,716.3) (1,046  (1,034.2) {1,044.7)

hote
- AC arrort sedcost. FVTOCI far vz ue through ather comprenens.va income FVTRL far value through pro”i: or lass. a mare aetalled descr.prion of the categones can be faund 1 nate 2

The fair value of the Group’s borrowings at 31 December 2022 was £1,266.8 million (31 December 2021 £629 4 million).

As at 37 December 2022 £9.4 million (2027: nil} of the interest rate swap derivative asset was designated as being in a
hedging relationship.

Financial risk management
The Group’s policies, approved by the Board, provide written principles on financial risk management and the use of financial derivatives.

These risks include market risk (including currency risk and interest rate risk), credit risk and liquidity rigk.

The Group has a policy of hedging significant foreign exchange transactional exposure at operating company level The Group
regularly reviews its net assets and borrowing currency exposures, borrowing In overseas currencies in order to hedge the net
assets held in those currencies as appropriate. The Group does not enter into or trade financial instruments, including
derivative financial instrumenits, for speculative purposes

Currency risk

The Group presents its consolidated financial statements in sterling and conducts business in many currencies. As a result, it is
subject 1o foreign currency nisk due to exchange rate movements, which will affect the Group's transactions and the translation
of the results and underlying net assets of its operations.

To manage the currency risk the Group uses foreign currency borrowings, forward contracts and currency swaps 1o hedge
overseas net assets, which are predominantly denominated in eurcs, US dollars and Malaysian ringgits. Profit translation
exposures are not hedged.

The Group hedges currency transaction exposures at the point of confirmed order, using forward foreign exchange contracts,
The Group's policy is, where practicable, to hedge all exposures on monetary assets and liabilities. Consequently, there are no
material currency exposures to disclose (2021 none)
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22 Financial instruments continued

Interest rate risk

The Group has an exposure to interest rate risk, arising principally on changes in US dollar and euro interest rates. To manage
interest rate risk, the Group manages its proportion of fixed to floating rate borrowings, and utilises interest rate swaps. These
practices aim to minimise the Group's net finance charges with acceptable year-on-year volatility

A1 31 December 2022 the Group had in place awap arrangements 1o fix interest rates on €440 million of borrowings.

The Group's interest rate derivatives are designated as cash flow hedges with fair value movement on the hedged portion
recognised in equity, Interest paid on these derivatives is recognised in the income statement, within Underlying interest costs.
Fair value movement in the unhedged portion is also recognised in profit and loss, as a Special Item.

After taking account of interest rate swaps, the Group's currency and interest rate exposure as at 31 December 2022 was:

2022 2021
Floating rate Fixed rate Total Floating rate Fixed rate Total
borrowings borrowings borrowings borrowings borrowings borrowings
£m £€m £m £m £m £m
Sterling 108.1 - 108.1 - - -
Euro - 602.0 602.0 - 4373 4373
US dollar 556.7 - 556.7 19213 - 1921
Total 664.8 602.0 1,266.8 1921 437.3 629.4

Market risk sensitivity analysis

The Group's main expesure to market risk is in the form of interest rate risk and foreign currency risk. The Group uses a
sensitivity analysis that estimates the impacts cn the consolidated income statement and other comprehensive income of
either an instantanecus increase or decrease of 1 0% in market interest rates or a 10% strengthening or weakening in sterling
against all other currencies, from the rates applicable at 31 December 2022 and 31 December 2021 with all other variables
remaining constant The sensitivity analysis excludes the impact of market risks on the net post-employment benefit lizbilities
and assets, and corporate tax payable. This analysis is for illustrative purposes only, as interest and foreign exchange rates
rarely change in isclation.

There has been no change to the Group's exposure fo market risks or the manner in which these risks are managed and measured.

2022 2021
Incoma statement Equity Income statement Equity
Underlying IFRS IFRS Underlying IFRS IFRS
-+ £Em -1+ £m -1+ £m -/+£m -+ Em -+ £m
Interest rate sensitivity analysis

UK interest rate +/- 1.0% 0.9 - - 2.1 - -
Euto interest rate +/- 1.0% 0.6 31 1.4 0.5 4.4 -
US interest rate +/- 1.0% 49 - - 07 - -

Foreign currency sensitivity analysis
Sterling -/+ 10% 5.5 5.5 3.3 19.9 199 23.0
Euro exchange rate -/+ 10% 7.4 7.4 5.3 1.0 1.0 10.0
US doliar exchange rate -/+ 10% 4.3 4.3 8.7 19.6 19.6 1.6
Malaysian Ringgit exchange rate -/+ 10% 1.8 18 - 0.5 a5 -

The interest rate sensitivity analysis has been determined based on the exposure 10 interest rates for both derivative and
non-derivative instruments at the halance sheet date. For floating rate liabilities, the analysis is prepared assuming that the
amount of liability outstanding at the balance sheet date was cutstanding for the whote year.

For interest rate derivatives the mark-to-market adjustment, and amount recognised in equity as part of a hedging
arrangement, is estimated using the interest rate sensitivity against the nominal amount.

The foreign currency sensitivity analysis includes only outstanding foreign currency ¢enominated monetary items and adjusts
their translation at the period end for a 10% change in foreign currency rates. The sensitivity analysis includes external ioans as
well as loans to foreign operations within the Group where the denomination of the loan is in a currency other than the
functional currency of the lender or borrower.
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Group financial statements

Notes to the consolidated financial statements continued
31 December 2022

22 Financial instruments continued

Credit risk
Credit risk refers to the risk that a counterparty will default on its contractual cbligations resulting in financial loss to the Group.
Credit risk arises on cash balances, derivative financial instruments and credit exposures to customers.

The carrying amount of financial assets represents the Group's exposure to credit risk at the balance sheet date as disclosed
at the start of this note. A financial asset is in default when the counterparty fails to pay its contractual cbligations. Financial
assets are written-off when there is no reascnable expectation of recovery. Credit risk is managed separately for financial and
business-related credit exposures

Financial credit risk

Synthomer aims to minimise its financial credit risk through the application of risk management policies approved and
monitored by the Board. Counterparties are predominantly limited to major banks and financial institutions with a credit rating
of investment grade and the pclicy restricts the exposure to any one counterparty by setting credit limits. The Group's policy is
designed to ensure that individual counterparty limits are adhered to and that there are no significant concentrations of credit
risk. The Board also defines the types of financial instruments which may be transacted. Synthomer annually reviews the credit
lirits applied and regularly monitors the counterparties’ credit quality, reflecting market credit conditions

Business related credit risk

Trade and other receivables exposures are managed locally in the operating units where they arise and active risk management
is applied, focusing on country risk, credit limits, ongoing credit evaluation and monitoring procedures. There is no significant
concentration of credit risk with respect 1o receivables as the Group has a large number of customers which are internaticnally
dispersed. See note 20 for information on credit risk with respect to trade and other receivables

Liquidity risk

Liquidity risk is the risk that Synthomer is unable to meet its payment obligations when due, or that it 1s unable, on an ongoing
basis, to horrow funds at an acceptable price to fund actual or proposed commitments. The Group manages liquidity risk by
maintaining adeguate reserves, banking facilities and reserve borrowing facilities, by centinuously monitoring forecast and
actual cash flows, and by matching the maturity profiles of assets and liabilities.

The following tables provide an analysis of the anlicipated undiscounted centractual cash flows including interest payable for
the Group's financial liabilities and derivative instruments. The liquidity analysis for lease labilities 1s included in note 23. Where
interest payments are calculated at a floating rate, rates of each cash flow until maturity of the instruments are caiculated
hased on the forward yield curve prevailing at the respective year ends. Derivative contracts are presented on a net basis.

2022 20
Amount due Amaount due

within between 1 between 2 within between between 2

one year and 2 years and 5 years ane year and 2 years and 5 years

£m £m £m £m £m £m

Overdrafts (18.5} - - - - -
Financial iabilities in trade and other payables (449.1} (0.2) (0.2) (402.3) (1.5) (0.8)
Bank loans - principal - {646.2) 141.7) - - (192.1)
£€520m 3.875% senior unsecured loan notes due 2025 - - (460.4) - - 437.3)
Interest payments on borrowings {62.2) (33.3) (13.3) (20.5) (20.5) (27.5)
Total non-derivative financial liabilities (529.8) (679.7) (615.6) (422.8) (22.0) (657.7)

2022 2021
Amount due Amount due
within hetween 1 between 2 within between 1 between 2
one year and 2 years and 5 years ane year and 2 years and b years

£m £m Em Total £m £m £m Total

Interest rate swaps 5.1 5.1 3.8 14.0 - - - -
Currency forwards 1.5 - - 1.5 3.2 - - 3.2
Total derivative financial assets 6.6 5.1 3.8 15.5 3.2 - - 3.2
Interest rate swaps - - - - (4.0) (4.0) 7n (15.1)
Currency forwards - - - - (1.2 - - (1.2
Total derivative financial liabilities - - - - (5.2) (4.0) 7N (16.3)
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22 Financial instruments continued

The financial covenant at 31 December 2022 for the RCF is that net debt must be less than 4.0 times EBITDA. At 31 December
2022 the actual covenant for the net debt was 37 times EBITDA.

Any non-compliance with covenants underlying Synthomer's financing arrangements could, if not walved, constitute an event
of default with respect to any such arrangements, and any non-compliance with covenants may, in particular circumstances,
lead to an acceleration of maturity on certain horrwings and the inahility to access committed facilities. Synthomer was in full
compliance with its financial covenants in respect of its barrowings throughout each of the years presented.

At the year end, Synthomer had avaitahle undrawn committed bank facilities as follows:

2022 2021
Amount due Amount due
Expiring Expiring Expiring Expiring Expining Expiring Expiring Expiring
within  between1 between2 after within  between1  between?Z after
oneyear and 2years and 5years 5 years oneyear and2years and5vyears Syears
£m £m £m £m Total £m £m £m £m Total
Unsecured €460m multi-currency
RCF expiring 03 July 2024 - 2245 - - 2245 - - 373.3 - 3733
Unsecured UK Export Finance
facility expiring 12 October 2027 - - 303.2 - 303.2 - - - - -
Unsecured $300m Term Loan
Facility expiring 28 October 2024 - - - - - - - 2217 - 2217
- 2245 303.2 - 527.7 - - 595.0 - 595.0

Fair value measurement
Certain of the Group's financial instrurments are held at fair value. The fair value of a financial instrument is the price that would be
received to sell an asset or paid to transfer a liability in an orderly transaction between market participants at the balance sheet date.

As prescribed by IFRS 13 Fair Value Measurement, fair values are measured using a hierarchy where the inputs are as follows:
» Level 1 — quoted prices in active markets for identical assets or liahilities,

- Level 2 — not Level 1 but are observable for that asset or liability either directly or indirectly.

+ Level 3 - not based on cbservable market data.

Interest rate swaps and foreign currency forwards and swaps are valued using discounted cash flow techniques. These techniques
incorporate inputs such as foreign exchange rates and interest rates, which are used in a discounted cash flow calculation

incorporating the mstrument's term, notional amount and discount rate, and taking credit risk into account. As significant inputs to
the valuation are observable in active markets, all of the Group's financial instruments are classified as Level 2 financial instruments

The fair value of farward foreign exchange contracts, interest rate swaps and currency swaps is estimated by discounting the
future contractual cash flows using forward exchange rates, interest rates and prices at the balance sheet date

There were no transfers of any financial instrument between the levels of the fair value hierarchy during the current or prior year

Hedge relationships

The Group targets a one-to-cone hedge ratio. Strengths of the economic relationship between the hedged item and the hedging
instrument is analysed on an angoing basis. Ineffectiveness can arise from subsequent change in the forecast transactions as a result
of timing, cash flows cr value except when the critical terms of the hedging instrument and hedged item are closely aligned. The change
in the credit risk of the hedging instruments or the hedged items is not expected to be the primary factor in the economic relaticnship.

The notional amounts, contractual maturities and rates of the hedging instruments designated in hedging relationships as of
371 December 2027 by the main risk categories are as foliows.

Hedged risk Notional amount Maturity Range of hedged rates
2022
Cash flow hedges
Interest rate swap Interest Rate Up to €440m 28/08/2018 - 28/08/2025 0.517% to 0.535% Fixed
Net investment hedges
Net investment Currency Up to $560m 01/04/2020 ~ present 1.07 -1.37
Net investment Currency Up to €370m 01/04/2020 - present 111 -1.21
2021
Cash flow hedges
Interest rate swap Interest Rate Up to €440m 28/08/2018 - 28/08/2025 0.517% t0 0.535% Fixed
Net investment hedges
Net investment Currency Up to $560m 01/04/2020 - present 111 -1.20
Netinvestment Currency Up to €370m 01/04/2020 - present 1.33-1.42
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Group financial statements

Notes to the consclidated financial statements continued
31 December 2022

22 Financial instruments continued
Where hedge accounting is applied, hedges are documented and tested for effectiveness on an engoing basis,

The ratio for hedging instruments designated in both net investment and cash flow hedge relationships was 1.7, Ineffectiveness
could occur on either hedging relationship due to significant changes in counterparty credit risk or a reduction in the notional
amount of the hedged item during the designated hedging period.

Cash flow hedges

The Group designated as a cash flow hedge the interest rate swaps used to manage interest rate risk on its euro borrewings.

In 2022 a gain of £9.7 million (2021: £3.4 million gain) was recognised in the cash flow hedge reserve in respect of these
derivatives. At 31 Decemnber 2022 the cash flow hedge reserve includes a cumulative foss of £0.3 million (2027: loss of
£10 0 million), all of which relates to continuing cash flow hedges. The cash flows are expected to occur between 2023 and 2025

In the year, the Group's eurc borrowings remainad below the total of the interest rate derivative contracts, leading to a balance not able
to be designated as a cash flow hedge. The change in far value relating to the unhedged portion of the interest rate swaps was a gain
of £25.1 million (2021: gain of £6.2 million) which was recognised in the income statement within finance costs as a Special Item.

Receivables financing

In December 2022 the Group entered into agreements under which amounts receivable from customers can be sold to a third
party on a non-recourse basis. As a result, £100.3 million of trade receivables were sold and derecognised in December 2022,

A corresponding asset of £17.6 million has been recognised in respect of deferred purchase price reserves, which represent a
portion of the original receivables. This balance has been recorded within “other receivables” in note 20. These reserves are
subsequently paid by the counterparties to the agreements, whether the customer pays the receivable in full or not. The fair
value of these assets is considered 1o be the same as the carrying value. Movements in receivables balances as a result of
receivables financing are included in movement in working capital within note 28.

Capital management
The Board is committed to enhancing sharehaolder value in the long term, both by investing in the business so as 1o deliver
continued improvement in the return from those investments and by managing the capital structure.

Synthomer manages its capital structure tc achieve capital efficiency and to provide flexibility to invest through the economic cycle
and give efficient access to debt markets at attractive cost levels. This is achieved by targeting a net debt to EBITDA ratio between
10and 2.0 Inorder to finance acquisitions, the Group may increase the ratic with a view to deleveraging in the medium term.

As at 31 December 2022 the net debt to EBITDA ratic was 3.7 times (2021: 0.3 times).

The Board maintains a dividend policy to 2.5 times earnings cover. Should excess capital not be deployed for acquisitions or

capital expenditure, the Board will periodically consider one-off capital returns to shareholders in order to maintain an efficient
balance sheet In 2022 the Board announced the suspension of dividends until the end of 2023.
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23 Leases

24

The Group has a portfalio of leases mainly comprising land and buildings, chemical storage tanks and vehicles. Further details
are given in note 2.

Information in respect of right of use assets, including the carrying amount, additions and depreciation, are set out in note 17

to these financial statements Information in respect of the carrying value is set cut below and information in respect of interest
arisimg on lcasc liabilitics i3 3¢t cut in note 0.

Synthomer also enters into short-term leases and low value leases which are not recognised as right of use assets and lease
liabilities. The expense recognised in the year in relation to these leases is not material. Synthomer has no material exposure to

variable lease payments, extension options or committed leases not yet commenced.
The total cash outflow for leases in the year was as follows:

2022 2021
£m £m
Payments for the principal portian of lease liabilities 101 9.7
Payments for the interest portion of lease liabilities 1.4 15
Lease liabilities included in the balance sheet are as follows: -
2022 2021
£m £m
Current 10.6 8.8
Non-current 349 347
45.5 435
The following table details the maturity of contractual undiscounted casti flows for lease liabilities:
2022 2021
£m £m
Less than one year 11.2 9.4
Between one and two years 7.5 81
Between two and five years 14.2 11.3
More than five years 179 17.0
Trade and other payables
2022 2021
£m £m
Amount due within one year
Trade payables 253.7 264.0
Other payables 110.3 50.8
Accruals 96.8 99.4
460.8 414.2
Amount due after one year
Accruals 0.4 2.3
0.4 2.3

Average trade payable days in 2022 was 62 (2021 60). This figure represents trade payable days for all trading operations
within the Group, calculated az a weighted average based on cost of sales.

The Directors consider that the carrying amount of trade payables, other payables and accruals approximates to their fair value
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Group financial statements

Notes to the consolidated financial statements continued
31 December 2022

25 Provisions for other liabilities and charges

Restructuring

Environmental & site closure  Regulatory fine Total

£m £Em £m £m

At 1 January 2022 - 46.0 57.2 103.2
Charged/(credited) to the income statement - 1.6 (21.5) (19.9)
Recognised on acquisition 9.9 9.9 - 19.8
Utilised during the year - (16.4) - (16.4)
Transfer to other payables - - (38.5) (38.5)
Exchange adjustments 0.9 21 2.8 5.8
31 December 2022 10.8 43.2 - 54.0

Analysis of provisions

31 December
2022

31 December
2021

£m £m

Non-current 40.3 18.0
Current 13.7 852
54.0 103.2

Analysis of (credit)/charge to the income statement

31 December

31 December

2022 021
£m £m

Underlying performance - _
Special items (19.9) 84.1
(19.9) 841

The closing balance includes £15.0 million in relation to the raticnalisation of sites arcund the Group, most natably in Marl and Villejust,
£6.8 million in relation to the cnerous contract arising on the disposal of the European Tyre Cord business, and £9.6 miflion to demclish
assets at a small number of sites. In the year, two new provisions were recognised on acquisition of the Adhesive Resins business from
Eastman. £9.9 million was recognised in relation to environmental remediation work required at the Jefferson and Middelburg sites, and a
further £29 million was recognised for the demolition and disposal of unused equipment and vacant tanks at the Jefferson and Longview
sites in order to bring therm into line with our ESG strategy. During 2022, the European Commission concluded its investigation into styrene
rmeonomer purchasing practices, and the final settlernent amount of £38 5 million, to be paid in 2023, was transferred to other payables

26 Retirement benefit obligations
The Group operates a variety of retirement benefit arrangements, covering both defined contribution and defined benefit schemes,

Defined contribution scheme
The Group operates a number of defined contribution schemes for its employees. Costs recognised in respect of defined
contribution pension plans across the Group for the year ended 371 December 2022 were £12.6 million (20271: £10 9 million).

The risk relating to benefits to be paid to the dependants of scheme members {widow and orphan benefits) is re-insured with
an external insurance company.

Multi-employer schemes

The Group participates in several tariffs of the Pensionskasse Degussa in Germany, which is a multi-employer pension scheme.
Regular contributions are payable to the scheme by each participating employer for new benefits accruing. The assets of all
pariicipating employers are pocled, and contributions are caleulated based on aggregated demographic experience Therefore
sufficient information is not available to identify the Group's share of the assets on a consistent and reliable basis and the
Group accounts for the scheme on a defined contribution basis. The Group expects 1o make a reqular contribution of

£2.1 miilion to the scheme in 2023

To the extent that there is underfunding in the scheme, deficit contributions are payable based on an actuarial assessment
of each participating employer’s share of the future benefit accrual. At 31 Decernber 2022 there is no indication of any
comrmitment for additional deficit contributions in excess of regular contributions.
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26 Retirement benefit obligations continued

Defined benefit schemes

UK

The Group's UK defined benefit scheme is administered by a fund that is legatly separate from the Company. The trustees of
the pensicn fund are required by law to act in the interest of the fund and of all relevant stakehclders in the scheme. The
trusteee of the pengion ccheme are responsikle for the investmeont policy with regard to the ascets of the fund.

The scheme was closed to future acerual in 2009 and all retirernent benefits since that time are provided by way of a defined
contribution scheme. The assets of the scheme are held separately from those of the companies concerned. A triennial
actuarial valuation of the scheme was undertaken in 2021 and completed in 2022. The next triennial valuation is due in 2024.
usa

The Group's US defined benefit scheme was acquired as part of the OMNOVA acquisition and is administered by a fund which
is legally separate from OMNOVA Solutions Inc. The fiduciary committee is required by law to act in the interest of the fund and
is responsible for the investment policy with regard to the assets of the fund.

The scheme was closed to future accrual in 2011 and all retirement benefits since that time are provided by way of a defined
contribution scheme. The assets of the scheme are held separately from those of the companies concerned and a formal
valuation is undertaken on an annual basis.

Germany

The Group cperates a number of defined benefit schemes in Germany. These schemes are closed to new members. In line
with common practice, these schemes are unfunded and liabilities are settled on a cash basis as they fall due. At each balance
sheet date, ohligations are calculated by external actuaries.

Cther

The Group operates a number of smaller overseas pension and retirement benefit schemes. For the funded schemes, assets
are held separately from those of the Group. The aggregated pension disclosures for the other defined benefit schemes have
been compiled from a number of actuarial valuations at 31 December 2022,

Retirement benefit obligations

Defined benefit schemes expose the Group to a number of risks, the most significant of which are detailed below:

Asset return risk The plan liabilities are calculated using a discount rate set with reference to corporate bond vields; if plan assets
underperform this yield, this will increase the deficit.

Interest rate risk A decrease in corporate bond yields will increase plan liabilities, although this will be partially cffset by an increase
in the value of the plan assets in bond hoidings.

Longevity risk The majority of the plans’ abligations are to provide benefits for the life of the member, so increases in life
expectancy will resultin an increase in the plans’ liabilities.

Charges to the income statement in respect of the Group's defined benefit pension schemes are as follows.

2022 2021
UK Us Germany Other Total UK Us  Germany Other Tetal
Em £m £m £m £m £m £m £m £m £m
Service cost 0.8 1.5 0.4 0.8 35 09 17 G.4 - 3.0
Net interest expense (0.1) 0.6 0.9 0.2 1.6 0.6 1.0 0.6 0.2 24
0.7 21 13 1.0 51 1.5 2.7 1.0 0.2 5.4

Amounts recognised in the statement of comprehensive income are set out below:

2022 2021

UK US Germany Other Total UK Us  Germany Other Totat

£m £m £m £m £m £m £m £m £m £m
Return on plan assets excluding amounts
included in interest expense (139.0) (25.7) - 2.4 (167.1) (3.1) 19.5 - (0.8) 15.6
Gains/(losses) from changes in financial
assumptions 131.5 44.8 19.2 57 2012 345 72 6.9 2.6 51.2
Actuarial gains and losses (7.5) 19.1 19.2 3.3 344 314 26.7 6.9 1.8 66.8
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Group financial statements

Notes to the consolidated financial statements continued

31 December 2022

26 Retirement benefit obligations continued
Amounts included in the Group's consolidated balance sheet arising from the Group’s defined benefit scheme cbligations are:

2022 2021
UK US Germany Other Total UK Us  Germany Qther Total
£m £m £m £m £m £m £m £m £m £m
Present value of defined benefit obligation  (268.9) (175.9) (60.8) (14.1) (519.7) (410.1) (206.2) (776) (249) (718.8)
Fair value of schemes’ assets 274.8 1653 31 3.1 446.3 4055 178.5 29 9.5 596.4
Net liability arising from defined
benefit obligation 59 (10.6) (57.7) (11.0) (73.4) @6 (277) ((747) (154) {(122.4)
Fair vaiue of the schemes’ assets are set out below:
2022 2021
UK US Germany Other Total UK Us  Germany Other Total
£m £m £m £m £m £m £m £m £m £m
At 1 January 405.5 1785 29 9.5 596.4 404 158.5 3.2 10.5 576.3
Interest income 7.3 41 - 0.1 1.5 5.7 2.4 81
Amounts recognised in income in respect
of defined benefit schemes 7.3 4.1 - 0.1 1.5 57 2.4 - - 81
Remeasurement:
— Return on plan assets excluding amounts
included in interest incame (139.0) (25.7) - 2.4y (167.7) 3.1} 19.5 - (0.8) 15.6
Amounts recognised in the statement
of comprehensive income (139.0) ({25.7) - 2.4) (167.1) (3.1} 19.5 - (0.8) 15.6
Contributions:
— Employers 17.9 29 - 0.8 21.6 16.9 10.0 - 0.6 27.5
Payments from plans:
— Benefit payments (16.9) (15.1) - (5.2) (37.2) (181} (139 - (0.2) (32.2)
1.0 (12.2) - 449 (156 (1.2} (3.9) - 0.4 4.7)
Plan assets from acquired entities - - - - - -
Exchange adjustments - 20,6 0.2 0.3 21 - 20 0.3 (0.6) 1.1
At 31 December 2748 1653 31 31 446.3 4055 178.5 29 9.5 596.4
Plan assets for the principal schemes comprised:
2022 2021
UK Us Germany UK Us  Germany
£m £m £m £m £m £m
Hedge funds 31.2 - - 17.5 - -
Equities 52.2 36.4 1.6 96.5 972 1.5
Debt instruments 181.0 119.9 1.5 2701 56.8 1.4
Property 6.3 9.0 - 9.2 24.5 -
Annuity assets 2.2 - - 37 - -
Cash 1.9 - - 9.1 - -
Fair value of schemes' assets 2748 1653 3.1 405.5 178.5 29

All investments in equities, bonds and property are quoted.
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26 Retirement benefit obligations continued

Present value of defined benefit obligations comprised:

2022 2021
UK Us Germany Other Total UK US  Germany Other Total
£m £m £m £m £m £m fm £m £m £m
At 1 January (410.1) (206.2) (77.6) (24.9) (718.8) (456.4) (220.3) (91.0) (30.0) (7977)
Current service cost {0.8) (1.5} {0.4) (0.8) (3.5) (0.9} (1.7) (0.4) (1.2) 4.2)
Past service cost - - - - - - - - 1.2 1.2
Interest expense (7.2) 4.7 (0.9) 0.3) (131 {6.3) (3.4) (0.6) 0.2y (10.5)
Amounts recognised in income in respect
of defined benefit echemes (8.0) (6.2 (1.3) (1.1}  (16.6) (7.2 (5.1 1.0) 0.2 38
Remeasurement gains/{losses) from:
- changes in financial assumptions 144.2 467 21.5 6.2 2186 14.3 109 7.0 - 322
- changes in demographic assumptions - - - 0.1 01 6.4 (0.3) - 1.1 7.2
- experience adjustments (12.7) (1.9 (2.3) (0.6) (17.5) 13.8 (3.4) ©n 1.5 11.8
Amounts recognised in the statement
of comprehensive income 131.5 44.8 19.2 57 2.2 345 7.2 6.9 26 51.2
Contributions:
- Empioyers 0.8 - 2.2 0.2 3.2 09 - 2.2 0.6 37
Payments from plans:
- Benefit payments 16.9 15.1 - 5.2 37.2 18.1 13.9 - 02 322
17.7 15.1 2.2 5.4 40.4 19.0 139 2.2 0.8 359

Business combinations/ disposals/
divestitures - - - 1.6 1.6 - - - 0.2 0.2
Exchange adjustments - (23.4) (3.3) (0.8) (27.5) - 1.9) 53 17 5.1
At 31 December (268.9) (175.9) (60.8) (14.1) (519.7) (4101) (206.2) (77.6) (249) (7188)

The Group remains committed to funding the UK and US defined benefit schemes.

Following the 2021 triennial valuation of the UK scheme, which completed in 20272, the Company committed to paying
contributions for the period to 31 March 2024.

The defined benefit obligation of the US scheme reduced to £10.6 miflion at 31 December 2022. The Group is expecting to
contribute $1 million in 2023, rising to $6 million in 2025

The Group's other defined benefit schemes are largely unfunded, with minimal plan assets. Liabilities from these schemes are
settled orr a cash basis as they fall due.

Actuarial assumptions
The major assumptions used for the purposes of the actuarial valuations were as follows:

2022 2021
UK us Germany Other UK us Germany Other
Rate of increase in pensions in payment 3.00% 0.00% 1.00% 2.00%-3.70% 3.20% 0.00% 1.00% 2.00%-3.40%

Rate of increase in pensions in deferment
(“salary increase” on AON Germany reports) 2.70% 0.00% 2.50% 2.00%-3.70% 290% 0.00% 2.50% 2.00% -3.40%

Discount rate 5.00% 5.20% 3.70% 0.27% -5.16% 1.80% 2.66% 1.20% 0.27%-2.48%
Inflation assumption 3.10% 0.00% 2.25% 2.00%-2.40% 3.40% 0.00% 1.75% 1.20% - 2.00%

Assumptions regarding future mortality are based on actuarial advice in accordance with published statistics. Mortality
assumptions are based on country-specific mortatity tables and, where approprniate, include an allowance for future
improvements in life expectancy. In addition, where credible data exists, actual plan experience is taken into account. The
Group's most substantial pension labilities are in the UK, the US and Germany where, using the maortality tables adopted, the
expected lifetime of average members currently at age 65 and average members at age 65 in 20 years' time is as follows:

2022 2021
Retiring Today Retiring in 20 years Retiring Teday Retiring in 20 years
UK US Germany UK UsS Germany UK us  Germany UK US  Germany
Males 87.3 86.4 85.6 88.9 87.4 88.4 87.2 86.4 85.5 88.8 874 88.2
Females 89.5 87.5 89.0 91.0 88.5 91.3 89.5 875 889 90.9 B8.5 911

The weighted average duration of the benefit obligation at the end of the reporting period is 11.0 years for the UK scheme
{2021: 149 years), 6.8 years for the US scheme (2021: 10.7 years) and 13.9 years for the German schemes {2021 17.2 years).
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Group financial statements

Notes to the consolidated financial statements continued
31 December 2022

26

27

Retirement benefit obligations continued

Sensitivity Analysis

Significant actuarial assumptions for the determination of the defined benefit cbligation are discount rate and mortality. The
sensitivity analysis below has been determined based con reasonably possible changes of the assumptions occurring at the end
of the reporting period, assuming that all other assumptions are held constant;

Increase/(decrease) in scheme liabilities

UK us Germany
£m £m £m
Discount rate (decrease of 1%) 34 13 9
Future mortality rate (one year increase in expectancy) 9 4 2

The above sensitivities are based on a change of assumption while holding all other assumptions constant. In practice this is
unlikely to occur and changes in some of the assumptions may have some correlation. When calculating the sensitivity of the
defined benefit obligation to significant actuanal assumptions, the same method (present value of the defined benefit
obligation calculated with the projected unit credit method at the end of the reporting period) has been applied as when
calculating the pensicn liability recognised within the balance sheet.

Share capital and reserves
Share capital
2022 2021 2022 2021

Number Number £m £m
Ordinary shares of 10 pence
Shares in issue at 1 January 467,336,041 424,850,961 46.7 425
Issued in year - 42,485,080 - 4.2
Shares in issue at 31 December 467,336,041 467,336,041 46.7 46.7

Ordinary shares carry no right to fixed income.

On 28 October 2021 the Group completed a share placing, resulting in the issue of 42,485,080 ordinary shares at 485 pence
per share.

Share premium

2022 2021

£m £m

Balance at 1 January 620.0 4211
Premium arising on issue of shares - 201.7
Expenses of issue of shares - (2.8)
Balance at 31 Decernber 620.0 620.0

The share premium account represents the difference between the issue price and the nominal value of shares issued.

Retained earnings

2022 2021

£m £m

Balance at 1 January 3838 192.4
Dividends paid (99.5) (73.9)
Net profit for the year (32.5) 208.7
Actuarial gains recognised in other comprehensive income 341 66.8
Tax arising from other comprehensive income (11.6) (11.8)
{Charge)/credit to equity for equity-settled share-based payments (0.8) 12
Balance at 31 December 273.5 3838
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27 Share capital and reserves continued

Hedging and translation reserve

Cash flow hedging Translation
reserve reserve Total
£m £m £m
Balance at 1 January 2022 (10.0) (22.1) (32.1)
Exchange differences on translation of foreign operations - 95.9 959
Gains on net investment hedges taken to equity - 2.4 2.4
Gain recognised on cash flow hedges:
- Interest rate swaps 9.7 - 9.7
Balance at 31 December 2022 (0.3) 76.2 75.9
Balance at 1 January 2021 (13.4) (28.5) (41.9)
Exchange differences on translation of foreign operations - 28 28
Gains on net investment hedges taken to equity - 33 3.3
Gain recognised on cash flow hedges:
- lInterest rate swaps 3.4 - 34
Reclassification to profit or loss:
- Exchange differences recycled on sale of business - 0.3 0.3
Balance at 31 December 2021 (10.0) (22.1) (32.1)

Cash flow hedging reserve

The hedging reserve represents the cumulative amount of gains and losses on hedging instruments deemed effective in cash
flow hedges. The cumulative deferred gain or loss on the hedging instrument is recognised in profit or loss only when the
hedged transacticn affects the profit or loss, or is included as a basis adjustment to the nen-financial hedged item, consistent

with the applicable accounting policy.

Translation reserve

Exchange differences relating to the translation of the net assets of the Group's foreign operations, which relate to subsidiaries
only, from their functional currency into the parent’s functional currency. being sterling, are recognised directly in the translation
reserve. Gains and losses on hedging instruments that are designated as hedges of net investments in foreign operations are

included in the transiation reserve.

28 Reconciliation of operating (loss)/profit to cash generated frem operations

2022 2021

Continuing and discontinued ¢perations £m £m
QOperating {loss)/profit (26.5) 308.5
Less: share of profits of joint ventures {1.7) (2.6)

(28.2) 305.9
Adjustments for:
— Depreciation of property, plant and equipment 76.4 54.4
- Depreciation of right of use assets 9.6 9.8
- Amortisation of other intangibles 7.9 71
- Share-based payments 07 21
- Special Items 197.7 142.4
Cash impact of restructuring and site closure costs (25.9) (17.8)
Cash impact of acquisition costs and related gains 1.7 (6.6)
Pension funding in excess of service cost (21.3) (27.0)
Movernent in working capital 19.1 (82.8)
Cash generated from operations 237.7 3875
Reconciliation of movement in working capital
increase in inventories (12.3) 87.7)
Decrease/(increase) in trade and other receivables 147.0 (64.8)
(Decrease)/increase in trade and other payables (115.6) 69.7
Movement in working capital 19.1 (82.8)

1HOA43Y FONYNYIADD
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Group financial statements

Notes to the consclidated financial statements continued

31 December 2022

28

30

3

Related party transactions

Transactions between the Company and its subsidiaries, which are related parties, have been eliminated.

Transactions between the Company and its subsidiaries are disclosed in the Company's financial staterments where appropriate.
The UK defined benefit scheme is a related party, see note 26.

_ 2022 2021

Key it £m £m
Short-term employee henefits 6.1 8.3
Pension costs 0.7 0.5
Share-based payments 0.7 2.1
7.5 10.9

Acquisition

On 1 April 2022, the Group completed the acquisition of Eastman’s Adhesive Resing business for a total consideration of

£7791 miillion. The asset identification and fair value allocation processes remain under review and will be finalised by 31 March
2023. The amounts recognised in respect of the identifiable assets acquired and liabilities assumed are set out in the table below:

Provigional £m

Identifiable intangible assets 273.2

Property, plant and equipment 264.5
Other non-current assets 6.2
Inventory 143.4
Trade and other receivables 94.0

Trade and other payables (88.6)
Lease liabilities (7.5)
Other non-current liabilities (31.0)
Provisional fair value of net assets acquired 654.2
Goodwill 124.9
Total consideration 7791

Satisfied by:

Cash 759.6
Deferred consideration 19.5
Total consideration transferred 779.1

Net cash outflow arising on acquisition:

Cash consideration 759.6

The goodwill arising on acquisition represented the premium the Group paid to acquire the Adhesive Resins business from
Eastman, to complement the existing businesses and to strengthen Synthomer's presence in North America and Europe.

In the period from acquisition to 31 Decernber 2022 the business contributed £391.3 million to the Graup's revenue,

£39 5 million to the Group's EBITDA, £22 5 million to the Group's Underlying operating profit and a loss of £146 8 million to the
Group's IFRS operating profit. If the acquisition had been completed on the first day of the financial year the business would
have contributed £510.9 million 1o the Group's revenue, £60.0 million of the Group's EBITDA, £38.8 million to the Group's
Underlying eperating profit and a loss of £135 0 million to the Greup's IFRS operating loss.

Discontinued operations

On 13 December 2022, the Group announced that it had entered into an agreement to sell its Laminates, Films and Coated
Fabrics businesses to Surteco North America, Inc. The UK Financial Conduct Authority approved the transaction on

16 December 2022. Shareholder approval was subsequently obtained on 11 January 2023 and the transaction completed on
28 February 2023 with net cash proceeds of $262 miflion.

The associated assets and liabilities were conseguently presented for sale in the 2022 financial statements.
The Laminates, Films and Coated Fabrics businesses all form part of the Industrial Specialities division.
Financial information in respect of the discontinued operation Is set out below:

The prior-year figures of the consolidated income statement and the consclidated statement of cash flows have been restated
in accordance with IFRS 5 to report the discontinued operations separately from continuing operations.
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31 Discontinued operations continued

Financial performance and cash flow information

2022 2027
£m £m
Revenue 201.2 185.3
EBIIDA 169 24.2
Depreciation and amartisation — Underlying performance (7.2) (6.1)
Operating profit — Underlying performance 8.7 18
Special items (14.7) (6.1)
Operating (loss)/profit — IFRS (6.0) 12.0
Finance costs (0.4) (0.4)
{Loss)/profit before taxation {6.4) 1.6
Taxation (0.7) (0.6)
{Loss)/profit for the year (7.1} 11.0
Cash flows from discontinued operations
2022 2021
£m £m
Net cash inflow from operating activities 5.6 5.2
Net cash outflow from investing activities (4.0} (3.1

Assets and liabilities classified as held-for-sale

As of 31 December 2022, the disposal group was recognised at the lower of its carrying amount and fair value less costs to

sell, and comprised the following main categories of assets and liabilities:

2022

NOILWIHOSNIHIHLG

Note £m
Non-current assets
Goodwill 14 43.5
Acquired intangible agsets 15 44.4
Other intangible assets 16 2.8
Property, plant and equipment 17 54.7
Deferred tax assets m 11
Total non-current assets 146.5
Current assets
Inventories 311
Trade and other receivables 18.6
Total current assets 49.7
Total assets 196.2
Current liabilities
Trade and other payables (22.8)
Lease liabilities (0.5)
Current tax liabilities (0.3)
Total current liabilities (23.6)
Non-current liabilities
Lease liabilities (2.2)
Deferred tax liabilities (18.1)
Retirement benefit obligations 26 (1.6)
Total non-current liabilities (21.9)
Total liabilities (45.5)
Net assets held for sale 150.7
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Group financial statements

Notes to the consolidated financial statements continued

31 December 2022

32 Contingent assets, contingent liabilities and guarantees
Guarantees and contingent liabilities of the Group armount to £2.7 million (2021 £2.5 million) and relate to an environmental

liability in France

The Company and its subsidiaries have, in the normal course of business, entered into guarantees and counter-indemnities In
respect of performance bonds, relating to the Group's own contracts,

33 Share-based payments

Executive share option schemes

In addition 1o the two executive directors, it 1s available to other senior management. Movernent inthe options held under the

scheme are defined as follows:

Wweighted av. Weighted av
Options exercise price (£) Options exercise price (£)

2022 2022 2021 2021

number number number number

Outstanding at 1 January 2,391,293 - 2,551,622 -
Granted during the year 2,084,186 - §75,330 -
Exercised during the year (467,009) - (214,389) -
Lapsed during the year {735,248) - (821,270) -
Qutstanding at 31 December 3,273,222 - 2,391,293 -

Exercisable at 31 December 22,367 22,367

The outstanding share options were all issued under the Performance Share Plan. As at 31 December 2022 the following
options were cutstanding:

Executive share options Number
Exercisable between 2016-2023 8,316
Exercisable between 2017-2024 6,945
Exercisable between 2018-2025 7,106
Exercisable between 2023-2030 236,396
Exercisable between 2024-2031 589,013
Exercisable between 2025-2032 1,764,846

3,273,222

The total exercise price for all the abave grants is £nil

For options outstanding as at 31 December 2022, the exercise price was £nil and the weighted average remaining contractual
Iife was 5.24 years {2021; 4.95 years).

The weighted average share price at the date ¢f exercise was £2.33 (2027: £4.64).

The weighted average fair value of the options at the measurement date granted during the year was £2.37 (2021: £3.60). The
valuation was based on the following inputs and assumptions, using a Monte Carlo simulation madel:

2022 2021

£m £m

Weighted average share price (£) 3.64 4.68
Option price (£) — -
Value of optionality nil nil
Vesting assumption 35% 77%

The vesting assumption is the estimate at the measurement date of the percentage of the options that will ultimately vest and
is based on market conditions and managernent’s assessment of the likelihood of achievement of the perfarmance criteria.
The charge in the year in relation to the equity-settied scheme was £0.7 million (2021: £2.1 million) The Group also operates a
cash-settled share-based payment scheme for which there was a credit in the year of £1 9 million (2021: charge of £1.8 million)
and for which there was a liability at the year end of £0.9 million {20271 £4 0 million).

The Synthomer Employee Benefit Trust

The Company established & trust, the Yule Catto Employee Benefit Trust, on 17 July 1296 1o distribute shares to employees enabling the
obligations under the Yule Catto Longer-Term Performance Share Plan and the Yule Catto Longer-Term Deferred Bonus Plan to be met,
The Trust is managed by the RBC Trustees (Guernsey) Limited, an independent company located in Guernsey.

At 31 December 2022, the Trust held 73,413 (2027: 2,547} ordinary shares in the Company with a market value of £01 million
{2027; £0.0 million).

The dividends on these shares have been waived. All of the shares are under option. Costs are amortised over the life of the plans.
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34

35

36

Share price information

The middle market value of the listed ordinary shares at 31 Decermnber 2022 was 144.2 pence (31 December 2027

3996 pence) During the year, the market price ranged between 83.0 pence and 413.8 pence. The latest ordinary share price is

available on the Group's website, www synthomer.com

Additional segmental analysis

With effect from 1 January 2023, the Group has implemented a new organisation structure, comprising three operating segments:
Going forward, the following global operating segments will replace the existing segments

+ Coatings and Construction Solutions
= Adhesive Solutions
+ Health Protection and Performance Materials

2022 results under the new divisional structure are shown below:

Analysis by activity — Revenue

£m
Coatings and Construction Sclutions 996.1
Adhesive Solutions 5729
Health Protection and Performance Materials 1,016.1
2,5851
Analysis by activity - Underlying operating profit
2022
Share of joint
Subsidiaries ventures Total
£m £m £m
Coatings and Construction Selutions 92.3 1.8 94.1
Adhesive Solutions 44.4 0.1 44.5
Health Protection and Performance Materiais 59.5 (0.2) 59.3
Reported segment operating profit 196.2 1.7 197.9
Unallocated corporate expenses (26.7) - (26.7)
Operating profit 169.5 1.7 171.2

Post-balance sheet events

Sale of business

On 28 February 2023, the Group completed the sale of its laminates, films and coated fabrics businesses 1o Surteco North
America, Inc The net cash proceeds received at completion amounted to $262m after transaction expenses and adiustments
for working capital, debt and debt-like iterns as described in the circular issued to shareholders on 16 December 2022 A further

$5m is payable in cash on the thirteen month anniversary of completion.

Sufficient information is not currently available to disclose the profit on the sale of the businesses

Refinancing

On 21 March 2023 the Group refinanced its existing bank loan facilities, signing a new $480m committed revalving credit

facility which matures on 31 May 2025. All amounts cutstanding on its existing $260 million term loan, $300 million term
loan and €460 miltion revolving credit facility were subsequently repaid and the facilities were cancelled. The financial
covenant for the new facility is that the net debt must be less than 6.0 times EBITDA at 30 June 2023, less than & times

EBITDA at Decemnber 2023, less than 4.25 times EBITDA at June 2024 and less than 3 5 times EBITDA at December 2024,
The financial covenants in the UK Export Finance facility have been aligned to these levels
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Group financial statements

Notes to the consolidated financial statements continued
31 December 2022

37 Audit exemptions

The following subsidiaries have taken advantage of the exemption from an audit for the year ended 31 December 2022
available under s47/9a of the Companies Act 2006 as the Company has given a statutory guarantee of all of the outstanding

liabilities of these subsidiaries as at 31 December 2022,

Company

Registration

Dimex Limited

Ecatto Limited

Harlow Chemical Company Limited
OMNOVA UK Holding Limited
Polymerlatex Limited

Revertex Limited
Super Sky Limited

Synthomer Adhesive Technologies Limited
Synthomer Overseas Limited
Temple Fields 514 Limited

Temple Fields 515 Limited

Temple Fields 622 Limited

Temple Fields 523 Limited

Temple Fields 530 Limited

01763129
00978441
00778831
07682224
03439041
00873653
02021871
13827669
06349474
04541637
00692510
05516912
05516913
00831113
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Company financial statements

Company statement of financial position

as at 31 December 2022

2022 2021
Note £m £

Non-current assets
Property, plant and equipment 4 37 4.4
Other intangible assets 5 55.7 41.5
Investments in subsidiaries and joint ventures 3 733.4 5379
Qtheor debtore” amanms falling due after mnre than ane year 6 1,951.2 -
Deferred tax assets 0.4 1.8
Total non-current assets 2,744.4 5856
Current assets
Other debtors: amounts falling due within one year 6 40.5 1,279.7
Cash and cash equivalents 777 2489
Derivative financial instruments 26.1 3.0
Total current assets 144.3 1,931.6
Current liabilities
Borrowings 9 (18.1} (10.9)
Other payables (358.0) (180.8)
Provisions - (57.2)
Derivative financial instruments - (9.1)
Lease liabilities (0.7) (0.7}
Total current liabilities {376.8) (258.2)
Net current assets (232.5) 1,273.4
Total assets less current liabilities 2,519 1,859.0
Non-current liabilities
Borrowings 9 (1,234.1) (619.5)
Lease liabilities (0.9) .7
Total non-current liabilities (1,235.0) (621.2)
Net assets 1,276.9 1,237.8
Equity
Share capital 11 a6.7 46.7
Share premium 620.0 620.0
Revaluation reserve 0.8 0.8
Capital redemption reserve 0.9 08
Retained earnings 608.5 569.4
Total equity 1,276.9 1,2378

As permitted by Section 408 of the Companies Act 2006, no separate profit and loss account or statement of comprehensive

income is presented for Synthomer plc. As disclosed in note 2, the Company's profit for the year was £129.7 million

(2021 £1121 million).

The notes on pages 205 to 210 are an integral part of these financial statements. The financial statements of Synthomer plc

{registered number 98381) on pages 203 to 210 were approved by the Board of Directors and authorised for issue on 28 March 2023.

They are signed an its behalf by:

M Willome
Director

L Liu
Director
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Company financial statements

Company statement of changes in equity

as at 31 December 2022

Share Share Revaluation redegapp;::;;I Retained
capital premium resarve reserve earmings Total
£m £m £m £m £m £m
Balance as at 1 January 2022 46.7 620.0 0.8 0.9 569.4 1,237.8
Profit for the year - - - - 129.7 129.7
Total comprehensive income for the year - - - - 129.7 129.7
Dividends - - - - (99.5) (99.5)
Share-based payments - - - - (0.8) (0.8)
Fair value gain on hedged interest rate derivatives - - - - 9.7 9.7
As at 31 December 2022 46.7 620.0 0.8 09 608.5 1,276.9
At 1 January 2021 42.5 4211 0.8 0.9 526.2 991.5
Profit for the year - - - - 11241 1121
Total comprehensive income for the year - - - - 1121 1121
lssue of shares 42 1989 - - - 2031
Dividends - - - - (73.5) (73.9)
Share-based payments - - - - 1.2 1.2
Fair value gain on hedged interest rate derivatives - - - - 3.4 3.4
As at 31 December 2021 46.7 620.0 0.8 0.9 569.4 1,237.8
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Notes to the Company financial statements — Synthomer plc

31 December 2022

Significant accounting policies
The separate financial statements of the Company are presented as required by the Companies Act 2006. The Company

meets the definition of a qualifying entity under FRS 100 ‘Application of Financial Reporting Requirements' 1ssued by the FRC
Accordingly, these financial statements were prepared in accordance with FRS 101 ‘Reduced Disclosure Framework’.

As permitted by FRS 101, the Company has taken advantage of the disclosure exempticns available under that standard
Inrelation 1o share-based payients, financial insuurrens, Ldpilal manayennent, presenlalivn ol ¢ vash flow atatcmant,
standards not yet effective and certain related party transactions.

Where required, equivalent disclosures are given in the consolidated financial statemenits.

The financial statements have been preparad on a going concern basis and under the historical cost basis except for

the remeasurement of certain financial instruments that are measured at fair values at the end of each reporting period.

The basis of accounting and the principal accounting policies adapted are the same as those set out in note 2 1o the
consolidated financial statements except as noted below

Investments in subsidiaries and joint ventures are stated at cost less, where appropriate, provigions for impairment.

The carrying amounts of the Company’s investments are reviewed at each reporting date to determine whether there is

an indication of impairment. If such an indication exists, then the asset’s recoverabie amount is estimated. Losses are
recognised in the income statement and reflected in an allowance against the carrying value. When a subseguent event
causes the amount of impairment loss to decrease, the decrease in impairment (oss Is reversed through the income statement.
Intercompany balances are shown gross unless a right of set-off exists. Balances are valued at fair value at inception and are
repayable on demand. All intercompany loans are repayable on demand and the Company has the ability to refinance any of its
subsidiaries using equity allowing the subsidiary to repay any receivables owed to Synthomer plc.

Cividend distributions to the Company’s sharehclders are recognised as & liability in the Company’s financial statements in the
period in which the dividends are approved by the Company's shareholders.

There are no significant accounting judgements and estimates applied in preparing the Company’s account except for the
impairment testing of amounts owed by subsidiary undertakings. When measuring the potential impairment of receivables
from subsidiaries, forward-looking information based on assumptions for the future movermnent of different economic drivers
are considered.

Profit attributable to equity shareholders

As permitted by Section 408 of the Companies Act 2006, no separate profit and loss account or statement of comprehensive
income is presented for Synthomer plc.

The Company reported a profit of £1287 million for the year ended 31 December 2022 {2027: profit of £112.1 million). Auditor
remuneration for audit and other services is disclosed in note 7 to the consolidated financial statements The Company had no
employees during the current or prior year.

Investments in subsidiaries and joint ventures

2022 2021
Joint Joint
Subsidiaries ventures Total Subsidaries ventures Total
£m £m Em £m £m £m

Cost
At 1 January 537.6 0.5 5381 3705 05 3710
Additions 234.7 - 2347 167.1 - 1671
Return of Capital (33.9) - (33.9) - - -
Impairment (5.3) - (5.3) - - -
At 31 December 7331 0.5 7336 5376 0.5 5387
Provisions
At 1 January and 31 December - (0.2) (0.2) - (0.2) 0.2)
Net bock value
At 31 December 7331 0.3 7334 537.6 0.3 5379

Details of the Group's subsidiaries and joint ventures are included in note 12 on pages 20910 210

In March 2027 the Company capitalised a loan receivable from Temple Fields 514 Limited. The Directors consider the value of
investments to be supported by underlying assels

During the vear, Synthomer Overseas Limited was impaired by £5.3 million, as a result of the trading performance of
its subsidiaries.
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Company financial statements

Notes to the Company financial statements — Synthomer plc¢ continued
31 December 2022

4 Property, plant and equipment
Land and buildings

2022 2021
Right of use Freehold land Plant and Right ef use  Freehold land Plant and
buildings  and buildings equipment Total buwldings and buldings equiprment Total
Em £m £m £m £m £m £m £m
Cost
At 1 January 4.1 3.0 0.1 7.2 4.1 3.0 0.6 77
Additions - - - - - - 0.1 0.1
Transfers to other intangible assets - - - - - - (0.6} (0.6)
At 31 December 4.1 3.0 0.1 7.2 4.1 3.0 0.1 7.2
Accumulated depreciation
At 1 January 19 0.9 - 2.8 12 0.9 - 21
Charge for the year 0.6 0.1 - 0.7 07 - - 0.7
At 31 December 2.5 1.0 - 35 19 09 - 2.8
Net book value
At 31 December 1.6 2.0 01 3.7 22 21 a1 4.4
Freehoid land amounting to £1.8 miliion (2027 £1.8 million) has not been depreciated.
§ Otherintangible assets
2022 2021
£m £m
Cost
At 1 January 43.6 -
Additions 19.4 21
Transfers from Group undertakings - 403
Transfers from PPE - 0.6
At 31 December 63.0 43.6
Accumulated Depreciation
At 1 January 2022 21 -
Charge for the year 5.2 21
At 31 December 7.3 21
Net book value
At 31 December 55.7 41.5

The first phase of the Group's Pathway Programme systems transformation project was successfully deployed in May 2021,

Now that the system is operational, costs have been transferred to the Company.
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6 Other debtors

2022 2021

£m £m

Amounts owed by Group undertakings: amounts falling due within one year 36.1 1,275.0
Amounts owed by Group undertakings: amounts falling due after more than one year 1,951.2 -
Other receivables 0.1 0.6
Prepayments and accrued income 4.3 41
1,991.7 12797

Amounts owed by Group undertakings are unsecured and valued at fair value at inception. Interest is charged at arm’s length
and receivable per the agreement in place. Of the Company's amounts cwed by Group undertakings, £162.4 million is impaired

(2021: £149.0 million). Future expected credit losses on amounts receivable from subsidiaries are immaterial.

Other payables

2022 2021
£m £m

Amount due within one year
Amounts owed to Group undertakings 292.3 142.5
Other creditors 423 35
Accruals and deferred income 23.4 34.8
358.0 180.8

Amounts owed to Group undertakings are unsecured and valued at fair value at inception and are repayable on demand.

Interest is charged at arm's length and payable per the agreement in place.

Guarantees and other financial commitments

The Company has given guarantees amounting to £0.0 million (2020: £31.9 million) in respect of bank and cther facilities of

subsidiaries and joint ventures.

Borrowings
2022 2021
£m £m
Current borrowings
Bank loans
Overdrafts 18.1 10.4
18.1 10.4
Non-current borrowings
Bank loans
Bank Loans 777.7 187.9
€520 millien 3 7/8% Senior notes due 1 July 2025 456.4 431.6
1,234 619.5

Details of barrowings are provided in note 21 to the consolidated financial statements.
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Company financial statements

Notes to the Company financial statements — Synthomer plc continued

31 December 2022

10 Financial instruments

The fair value of financial instruments has been disctosed in the Company’s staterment of financial position as:

2022 2021

Carrying Carrying

Valuation amount amount

category in Fair value Carrying within scope Carrying within scope
accordance hierarchy amount of IFRS 7 Fair value amaunt of IFRS 7 Fair value
with IFRS 9' level £m £m £m £m £m £m
Other receivables AC 1,991.7 1,987.4 1,987.4 1,279.7 1,275.6 1.275.6
Cash and cash equivalents AC 777 77.7 777 2489 2489 2489
Derivatives — no hedge accounting FVTPL Level 2 16.7 16.7 16.7 3.0 3.0 3.0
Total assets 2,086.1 2,081.8 2,081.8 1,531.6 1,527.5 1,627.5
Borrowings AC (1,252.2) (1,252.2) (1,266.4) (629.9) {629.9) (639.8)
Trade and other payables AC (358.0) (357.9) (357.9) (180.8) (180.6) (180.6)
Derivatives — no hedge accounting FVTPL Level 2 - - - ©n ©.1) {9.1)
Total liabilities (1,610.2) {1,610.1) (1,624.3) (819.8) (819.6) (829.9)

1T AC amor: sed cost, FYTCC! fair vaiue through other comprehensive incorne FYTP_ far value through profit or loss

As at 31 December 2022 £9 4 million (2021: nil) of the interest rate swap derivative asset was designated as being in a hedging
relationship. A fuller description of financial instruments is included in note 22 of the consolidated financial statements on

page 186

11 Share capital

Details of the Company’s share capital and outstanding share options are shown in note 27 of the consolidated financial

statements on page 196.
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12 Subsidiaries and joint ventures

Country of incorporation and registered address Principal activity  Ownership %

Country of incorporation and registered address Principal activity  Ownership %

United Kingdom

Central Road, Harlow, Essex, CM20 2BH
Dimex Limited

Ecatto Limited

Holding Company 100
Holding Company 1003

Harlow Chemical Company Limited Holding Company 1002
OMNOVA Performance Chemicals Limited Dormant 100
OMNOVA UK Holding Limited Dormant 100
PoiymerlLatex Limited Helding Company 100
Revertex Limited Dormant 1002
Super Sky Limited Holding Company 503

Synthomer Adhesive Technology Limited
Synthomer (UK) Limited

Trading 100
Trading 100

Synthomer Holdings Limited Holding Company 1002
Synthomer Overseas Limited Holding Company 100°
Temple Fields 514 Limited Holding Company 1002
Temple Fields 535 Limited Holding Company 100

Temple Fields 522 Limited Holding Company 100°
Temnple Fields 523 Limited Holding Company 1002

Temple Fields 530 Limited
William Blythe Limited

45 Pall Mall, London, SW1Y 5JG
Synthomer Trading Limited

44 Esplanade, St Helier, Jersey, JE4 9WG

Holding Company 100
Trading 100

Trading 100

Synthomer Jersey Limited Dormant 1003
Austria

Industriepark, Pischelsdorf, 3435

Synthomer Austria GmbH Trading 100

China

Building 53-55, 1000 Zhangheng Road, Zhangjiang Hi-Tech Park,
Pudong, Shanghai, 201203

Shanghai Synthomer Chemicals Ce Ltd Trading 100

8 Hua Jing Road, China {(Shanghai) Pilot Free Trade Zone,
Shanghai, 200131

OMNGCVA Performance Chemicals
Trading (Shanghai) Co Ltd Trading 100

210 Zhou Gong Road, Shanghai Chemical Industry Park,
Shanghai 201507

OMNOVA Shanghai Co Ltd Trading 100

308 Jiangbin Road, Xiaogang United Development Zone,
Ningbo Economic & Technical Development Zone, Ningbo, 315803

OMNOVA Ningbo Co Ltd Trading 100

55 Xi Li Road, China {Shanghai) Pilot Free Trade Zone,
Shanghai, 200131

Elickem Trading (Shanghai) Co Ltd
No1 Yanhe Road, Nanjing Chemical park, Nanjing
Nanjing Yangzi Eastman Chemical Ltd

Trading 100

Trading 50

Czech Republic

Tovarni 2093, Sokolov, 356 01
Synthomer AS

V Celnici 1031/4, Prague, 110 00

Trading 100

Synthorner Holdings (CZE) SRO Non-Trading 100
Egypt

Industrial Zone 1-B, 10th of Ramadan City, Sharkiya

Synthomer SAE Trading 88
Finland

PO Box 175, Oulu, FI 90101

Synthormer Finland Oy Non-Trading 160

France

14 avenue des Tropiques, Z.A. de Courtaboeuf 2, Villejust, 91955
OMNOVA Solutions France Holding SAS Holding Company 100
OMNOVA Solutions International SAS  Holding Company 100
OMNOVA Solutions SAS
704 rue Pierre et Marie Curie, Ribécourt-Dreslincourt, 60170
Trading 100

Heolding Company 100

Synthomer France SAS
6 Place de la Madelaine, Paris, 75008

Yule Catto International SA Non-Trading 100

Germany

Werrastrasse 10, Marl, 45768

Synthomer Deutschland GmbH Trading 100
Temple Fields GmbH Non-Trading 100

Yule Catto Holdings GmbH Holding Company 100

India

1001, Meadows, Sahar Plaza, Andheri-Kurla Road, Andheri East,
Mumbai 400059

OMMNOVA india Trading LLP Trading 100

Italy

Via delle Industrie 9, Filago, BG, 24040
Synthomer S.r.l.

Via Morozzo 27, Sant’Albano Stura, CN, 12040
Synthomer Specialty Resins S.r.l.

Trading 100

Trading 100

Malaysia
Unit 16-2, Wisma Uoa Damansara I, 6 Changkat Semantan,
Damansara Heights, Kuala Lumpur, 50490

Desa Baiduri Sdn Bhd Property Letting 70
Kind Action (M) Sdn Bhd Trading 70
PolymerLatex Sdn Bhd Trading 100
Quality Pelymer Sdn Bhd Trading 70
Revertex (Malaysia) Sdn Bhd Trading 70
Rexplas Sdn Bhd Dormant 70

Synthemer Sdn Bhd
Terra Simfoni Sdn Bhd

Trading 100
Holding Company 100
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Company financial statements

Notes to the Company financial statements — Synthomer ple continued

31 December 2022

12 Subsidiaries and joint ventures continued

Country of incarporation and registered address Principal activity  Ownership%  Country of incorporation and registered address Principal activity  Qwnerstip %
Mauritius Sweden
c/o Citco (Mauritius) Limited, Tower A, 1 Exchange Square, Tostarpsvagen 11, Kavlinge, 244 32
Wall Street, Ebene Synthomer Speciality Additives AB Trading 100
OMNOVA Asia Pacific Corp Holding Company 100
Standard Charted Tower, 19 Cybercity, Ebene Thailand
OMNOVA Holding Limited Holding Company 100 111/7 Moo 2, Nikompattana District, Rayong, 21180
OMNOVA Engineered Surfaces
Mexico (Thaitand) Co Ltd Trading 100
Blvd, Paseo General Lazaro Cardenas UAE
No. 844 Col. La Magdalena, Uruapan,
Michoacan, Mexico C.P. 60080 Building 2101, Office $10122A2, Jabel Ali Free Zone, Dubai
Synthomer Mexico, S.A. de C.V. Trading 100 Synthomer Functional Solutions FZCO Trading 497
East Wing 2, Office 201, Po Box 54645, Dubai Airport Free Zone, Dubai
Netherlands .
i Synthomer FZCO Trading 497
ljsselstraat 41, Oss, 5347 KG
Synthomer BV Trading 100 USA
Yule Catto BY Non-Trading 100 1201 Peachtree Street NE, Atlanta, GA, 30361
Yule Catto Nederland BV Holding Company 100 Synthomer LLC Trading 100
Herculesweg 35, 4338 PL Middeiburg Yule Catto Inc Holding Company 100
Eastman Chemical Middelburg B.V. Trading 100 160 Greentree Drive, Suite 101, Dover, DE, 19904
Synthomer USA LLC Trading 100
FPortugal N
25435 Harvard Road, Beachwood, Ohio 44122-6201
Rua Francisce Lyon de Castro, 28, 2725-397 Mem Martins ) )
OMNOVA Soluti Port LA Tradi 100 Decorative Products Thailand Inc
e ¢ L;,':"? so,; uga y Tradfng 1y OMNOVAOverseasinc Non-Trading 100
yens8 —imakiliario on-lrading OMNOVA Solutions Inc Trading 100
Saudi Arabia OMNOVA Wallcovering (USA) Inc Holding Company 100
27 Street, Znd Industrial City, Dammam, 31472 Synthomer Adhesive Technologies LLC Trading 100
Synthomer Middie East Company Ltd Trading 49 Synthomer Jefferson Hills LLC Trading 100
. Synthomer NBR Solutions LLC Dormant 100
Singapore
Ocean Financial Centre, 10 Collyer Quay, 049315 Vietnam
OMNOVA Performance Chemicals 8, 6th Street, Song Than Industrial Park, Di An
Singapore Pte Ltd Trading 10C¢  synthomer Vietnam Co Ltd Trading 60
Spain hotes
. R . 1 Joint ventures
Camino de Sangromz 8- Sondlka, 48150 2 Harlow Cherr ca Comrpany L-mited 1s
Synthomer Asua SL Tradin 100 ncorporated n UK butis resident n hetherands
Y g 3 Shares directly he d by Synthomer olc
Rambla de Catalunya 53, Barcelona, 08007
Yule Catto Spain SL Non-Trading 100
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212 Envirenmental performance
summary

216 Global Reporting Initiative (GRI}
content index

219 Glossary of terms
220 Histoncal financial summary

221 Adwisers

Qur artificial turf products deliver
high-performance characteristics
including pile holding, water
resistance, low ageing, fast drying
and high-fiiler load sclutions -
specially developed to meet the
standards and specifications of
Iinternationat sporting associations.
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Other information

Environmental performance summary

2022 2021 2020 2010 2022vs20217* 2022vs20207¢ 3022vs2019°¢
Energy consumption — metered (GJ)'
Total
Enlarged Group 6,787,483
Legacy Synthomer 4,882,975 5664011 5410255 5,466,905 -13.79% -9.75% -10.68%
UK only 321,034 339,579 340,477 329,741 -5.46% -5.71% -2.64%
Energy consumption by source
Natural gas
Enlarged Group 3,703,373
Legacy Synthomer 2,412,431 2574415 2,422,543 2,479,253 -6.20% -0.42% -2.70%
Light and heavy oils and GLP
Enlarged Group 416,906
Legacy Synthomer 49,237 26,384 26,364 30,354 86.61% 86.75% 62.21%
$team and hot water (metered)
Enlarged Group 871,078
Legacy Synthomer 871,078 892030 838,485 933,895 -2.35% 3.89% -6.73%
Electricity (metered)
Enlarged Group 1,515,852
Legacy Synthomer 1,269,955 1,420,734 1,426,718 1,420,687 -10.61% -10.99% -10.61%
Coal
Enlarged Group 280,275
Legacy Synthomer 280,275 750,448 696,145 602,716 -62.65% -59.74% -53.50%
Specific energy consumption (GJ/ton production)
Enlarged Group 4.21
Legacy Synthomer 3.29 3.16 3.09 3.08 4.04% 6.50% 6.83%
UK only 5.05 4.31 3.95 4.22 17.26% 27.81% 19.76%
Refrigerant releases - HCFC and others
Total refrigerant releases (ton)
Enlarged Group 2,614
Legacy Synthomer 2,386 1,805 1,687 2,681 32.19% 47.46% -71.57%
Greenhouse gas emissions (ton C0O2e)2.3.4.5.9
Total Scope 1 emissions
Enlarged Group 242,082 282,092 -14.18%
Legacy Synthomer 157,457 211,190 200,856 198,786 -25.44% -21.61% -20.79%
UK only 11,963 12,721 12,867 12,429 -5.96% -7.02% -375%
Total Scope 2 emissions - Hybrid approach
Enlarged Group 96,422 249,467 -61.35%
Legacy Synthomer 79,091 63,584 178,017 213,258 24.39% -55.57% -62.91%
UK only 5,815 5893 6,266 5,308 -1.32% -7.20% 9.55%
Total Scope 2 emissions - Market Base
Enlarged Group 111,463
Legacy Synthomer 88,839 70,155 182,701 227400 26.63% -51.37% -60.93%
UK only 5,815 5,893 6,266 5,308 -1.32% -7.20% 9.55%
Total Scope 2 emissions — Location Base
Enlarged Group 223,626
Legacy Synthomer 198,306 21,281 222,317 225,542 -6.14% -10.80% -12.08%
UK only 7,545 7,826 8,785 8,367 -3.59% -14.12% -9.82%
Total Scope 182 emissicns — Hybrid approach
Enlarged Group 338,504 531,559 -36.32%
Legacy Synthomer 236,548 274,774 378,873 412,044 -13.91% -37.57% -42.59%
UK only 17,778 18,613 19,133 17,737 ~4.49% -7.08% 0.23%
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2022 2021 2000 2019 2022vs20217 2022vs2020°° 2022vs2019°"
Greenhouse gas emissions {ton CO2ze)? 3459
continued
Specific Scope 142 emissions (ton COze/ton production)
Enlarged Group 0.210
I pgary Synthomer 0.159 0153 0.216 0.232 3.70% 26.50% -31.50%
UK only 0.280 0.237 0.222 0.227 18.26% 26.10% 23.44%
Scope 1&2 GHG emissions by source {ton COze)
From energy?®
Enlarged Group 332,065
Legacy Synthomer 230,542 269,752 373,984 403,570 -14.54% -38.36% -42.87%
From refrigerant releases
Enlarged Group 6,439
Legacy Synthomer 6,006 5,021 4,887 8,474 19.63% 22.89% -29.13%
Other emissions to air
Sulphur dioxide (S0-2) (ton)
Enlarged Group 44,652
Legacy Synthomer 44.038 122.202 132.312 126.322 -63.96% -66.72% -6514%
Kilos S0:z/tonne production
Enlarged Group 0.028
Legacy Synthomer 0.030 0.068 0.076 0.071 -26.04% -60.29% -57.84%
Nitrous oxides (NO,) (ton)®
Enlarged Group 173.230
Legacy Synthomer 112.900 239.822 236.186 207.396 -52.92% -52.20% -45.56%
Kilos NO,/ton production
Enlarged Group 0107
Legacy Synthomer D.076 0134 0135 0.117 -43.25% -43 64% -34.95%
Volatile Organic Compounds (VOCs) (ton)
Enlarged Group 773.680
Legacy Synthomer 651.186 595.286 504932 515.008 9.39% 28.96% 26.44%
Kilos VOC’s/ton production
Enlarged Group 0.480
Legacy Synthomer 0.439 0.332 0.288 0.290 32.06% 52.27% 51.31%
Scope 3 GHG emissions (ton COze)
Total Scope 3 emissions
Enlarged Group 2,441,375 2,992,405 -18.41%
Legacy Synthomer 2,175,733 2,318,828 n/a 2,567,630 -617% -15.26%
UK only 102,624
Specific Scope 3 emissions (ton COzefton production)
Enlarged Group 1.489 1.552 -2.44%
Legacy Synthomer 1.465 1.295 n/a 1.446 13.14% 1.29%
UK only 1.614
Water Usage
Total water withdrawal (m?)
Enlarged Group 8,168,210
Legacy Synthomer 7,473,320 7,862,459 7,241,228 7177,835 -4.95% 3.21% 4.12%
Water withdrawal by source (m?)
Public potable supply
Enlarged Group 2,292,393
Legacy Synthomer 1,597,503 1,712,967 1,683,337 1,811,592 -6.74% -510%  -11.82%
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Other information

Environment performance summary continued

2022

2021

2020

2019 2022vs2027°% 2022vs2020°% 2022vs2019'F

Water withdrawal by source (m?) continued
Raw water from river

Enlarged Group 3,229,634

Legacy Synthomer 3,229,634 3,357138 2,978,227 2,791,844 -3.80% 8.44% 15.68%
Raw water from borehole

Enlarged Group 1,061,605

Legacy Synthomer 1,061,605 1,358,196 1,172,020 1,200,902 -21.84% -9.42% -11.60%
Raw water from canal

Enlarged Group 82,664

Legacy Synthomer 82,664 115,771 106,553 107,642 -28.60% -22.42% -23.20%
Raw water from other

Enlarged Group 1,501,914

Legacy Synthomer 1,501,914 1.318,387 1,301,091 1,265,856 13.92% 15.43% 18.56%
Specific water withdrawal (m*/ton production)

Enlarged Group 5.07

Legacy Synthomer 5.03 4.39 413 4.04 14 .56% 21.66% 24.39%
Total water consumption (m?)"

Enlarged Group 2,532,969

Legacy Synthomer 2,272,199

Specific water consumption (m3/ton production)

Enlarged Group 1.57

Legacy Synthomer 1.53

Waste management

Total hazardous waste (ton)

Enlarged Group 36,842

Legacy Synthomer 21,349 24,110 22,116 23,909 -11.45% -3.47% -10.71%
Hazardous waste by source (ton)

Recycled - energy recovery

Enlarged Group 10,702

Legacy Synthomer 2,612 2,931 3,244 3777 10.87% -19.49% -30.84%
Recycled — separated — reprocessed

Enlarged Group 8,768

Legacy Synthomer 5,443 5,065 6,418 5,959 7.47% -15.20% -8.66%
Incinerated — no energy recovery

Enlarged Group 5,438

Legacy Synthomer 1,388 2,738 1,611 1,430 -49.31% -13.85% -2.9%
Disposed by landfill

Enlarged Group 2,785

Legacy Synthomer 2,757 3,235 2,276 1,643 -14.78% 21.14% 67.80%
Other

Enlarged Group 9,149

Legacy Synthomer 9,149 10141 8,567 11,700 -9.78% 6.80% -17.58%
Specific hazardous waste (kg/ton production)

Enlarged Group 22.85

Legacy Synthamer 14.38 13.46 12.63 13.47 6.78% 13.85% 6.73%
Total non-hazardous waste (ton)

Enfarged Group 28,256

Legacy Synthomer 21,265 18,650 19,317 27,225 14.02% 10.08% -21.89%
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2022 2021 2020 2019 2022vs20217% 2022vs20207¢ 2022vs2019°*
Non-hazardous waste by source (ton)
Recycled — energy recovery
Enlarged Group ’ 3,834
Legacy Synthomer 3,832 4,278 4,475 8,176 -10.43% -14.37% -53.13%
Recycled - separated — reprocessed
Enlarged Group 3,722
Legacy Synthomer 3,093 2,836 2,377 2,275 9.06% 30.14% 35.96%
Incinerated - no energy recovery
Enlarged Group 124.00
Legacy Synthomer 123.00 22.31 17.03 186.00 451.4% 622.3% -33.87%
Disposed by landfill
Entarged Group 15,805
Legacy Synthomer 9,446 8,011 8,170 11,808 17.92% 15.62% -20.00%
Other - municipality
Enlarged Group 4,771 ‘
Legacy Synthomer 4,771 3,503 4,278 4,780 36.19% 11.52% -0.19%
Specific non-hazardous waste (kg/ton production)
Enlarged Group 17.52
Legacy Synthomer 14.32 10.41 11.03 15.34 37.50% 25.83% -6.63%
Total waste {ton)
Enlarged Group 65,098
Legacy Synthomer 42,614 42,760 41,433 51,134 -0.34% 2.85% -16.66%
Specific total waste (kg/ton production)
Enlarged Group 40.37
Legacy Synthomer 28.70 23.88 23.66 28.81 20.18% 21.30% -0.38%
Total waste to landfill (kg)
Enlarged Group 18,590
Legacy Synthomer 12,203 11,246 10,445 13,451 8.51% 16.83% -9.28%
Specific waste to landfill (kg/ton production)
Enlarged Group 11.53
Legacy Synthomer 8.22 6.28 596 7.58 30.85% 37.78% 8.44%
Production volume {ton)
Enlarged Group 1,612,442 1,928,088 -16.37%
Legacy Synthomer 1,485,019 1,790,719 1,751,406 1775092 ~17.07% -15.21% -16.34%
UK only 63,583 78,612 86,170 78,196 -19.12% -26.21% -18.69%

~ootnote

GHG Em ssions boundanes are based or operat ona con'ro. Legacy SyTthomer refers o the Comrpany compos:tion as of January 2027 Enlarged Group also includes fud year nformation of

new acquired sites under operaliona control Env ronmenta performance data covers all manafactunng operations and major officestechnical centres It exeludes all non-trading and offices

sales-relzted subsidiar es and joint ventures

© Datareates to site usage cf all fue s, excluding transport of goods to and fromn s te and the moverrent of these vehic es ensire Internal transport on site 1 included

2 Emissions 1o a r have been calculated from the usage of all fue s, exc uding ransport fuer They therefore inclade both drect em ssions and ‘ndirect emissions related to bought-in
electnicity steam compressed ain, cooling water eic , with the exception of tansmission and distnbution csses for electriciy, which are considered on Scope 3 Scope ™ process emissicns
are excluded one of the newly acqu red sites has direct process CO: emissions associated 10 an hydrogenation process, those emissions accouant for 14,242 wnnes of CO:

2 CO:zegaivalentermr ssions nclude cantnby® ons from CHs and N0 asscc aled with combustion

4 Al drect energy produstion from foss  fuels has been aggregated on & Group-wide bas:s and converted ta COze by Lsing the aporopnale emissions factals Scope 2 emissions assoc.ated with
electr oty have been caledlated using thrae ditferer: approaches Market Base asing marke: based emissions factors for elactnoity from supphers of standard gnd fuel mix tanfls Incases
where supplier emissions factors were not avan able, the residual T x factor was used for the EU sites and Location Base approach far non-ZU sites _ocat on Base usng emissions facters from
CEFRA (dataset publ'shed n June 20771 for UK gnd electricny, and for other countries [excep: US1gnd electroity fiom the relevant IFA (International Energy Autharity; World CD2 Ei ssions
from Suer Comrbuston’ databases In accordance w th UK Governmen' guidance, facters used for 2027 reporung are based on 2020 validated data S nce 2022, for US iocations, EPA Inven‘ory
\EP4 eCSRIDZ0Z0 from Janaary 2022) ¢GRID Sudbregion factors have been used nstead of IEA country specific va'ues Hybrnd Approach asing Location Based nfo except for sites with nthe
Group that purchase renewable energy attnbute certficates Flectrory for these locations has been given a CO.e erissions factor of 2ero ncaicuating energy-related emiss 01stetas The
hybrid approach is the approach that has been used by the Group inprev ous years 1o establish the base ne and the targels In order 1o be abie to compare h starcal perfoirrance yeai 10 year
he 1etal erssions (Scope © and 2) have been calcdlated us.ng the hybnd approach Since 2022, imported steam has been converted into CO:e using em ssions faclors provided by suppliers
wher zva lable Prev ously corversion factors f1om DFFRA were used This couid resalt nan increase of assooiated emissions f the imported stearm s produces usng cca as an energy source

5 Theiola CO.efigure s the 1ota of the CO: ecuwvalent from energy and “he refrigerant contribution

NG, em 55 ons are predominently those from combus: on processes The CGz egaivaient Global Warming Potental conr.buton from these re eases s aiready inc Jded in the COz fror the

energy figure above

3037°-20°9 data has been modified accarding to the details provided n “he Emviranment section

Pergentage changes are ca culated from the base data and may d ffer sightly fram changes cale.atated from the daa n the ab es because of rounding

Our Stall ngboroagh sirein the U< araws electr oty from an ad acent waste noinerator Butsince the waste s both renewable and non-renewable, the 5 te has some asscoiated emiss ons

I 2022, the emussions from th s electrc ty were 0 408kg CCee per kWh, based on our deterrrination of the factors used for the G mate Change Agreement sabmissici

10 Zince we are using the water mass ba ance ggproach n 2022 we are nol eport ng water ccnsumption for the previous years

oo -
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Other information

GRI content index

GRI Standard Disclosure Page 2022
GENERAL DISCLOSURES

Organizational profile

GRI 1021 Name of the organization 165
GRI102-2 Activities, brands, products, and services 10-20
GRI 102-3 Location of headquarters back cover
GRI102-4 Location of operations 2;14-15
GRI102-3 Ownership and legal form 150-151
GRI 102-6 Markets served 10-11
GRI102-7 Scale of the organization 2
GRI 102-8 Information on employees and other workers online data pack
GRI1102-9 Supply chain 51-52
GRI 102-10 Significant changes to the organization and its supply chain 30; 36
GRI 102-11 Precautionary principle or approach 74-90
GRI 10212 External initiatives 44-45, 57; 54
GRI 102-13 Membership of associations 45; 53
Strategy

GRI102-14 Statement from senior decision-maker 4-9
Ethics and integrity

GRI 102-16 Values, principles, standards, and norms of behaviour 11;63-64; 120
Governance

GRI102-18 Governance structure 86;92-97
Stakeholder engagement

GRI102-40 List of stakeholder groups 105-107
GRI 102-41 Collective bargaining agreements 64
GRI102-42 Identifying and selecting stakeholders 44;105-107
GRI102-43 Approach to stakeholder engagement 44
GRI102-44 Key topics and concerns raised 44
Reporting practice

GRI 10245 Entities included in the consolidated financial statements 152; 215
GRI 102-46 Defining report content and topic Boundaries 152; 215
GRI102-47 List of material topics 44
GRI 102-48 Restatements of information 61; 62; 215
GRI 102-4% Changes in reporting 61;62; 215
GRI102-50 Reporting period 45
GRI 102-51 Date of most recent report 45
GRI 102-52 Reporting cycle 45
GRI102-53 Contact paint for questions regarding the report 220
GRI102-54 Claims of reparting in accordance with the GRI Standards 45
GRI102-55 GRI content index 216-218
GRI1102-56 External assurance 45
SPECIFIC DISCLOSURES

Strategy and Business

GRI103-1 Explanaticn of the material topic and its Boundary 44-45
GRI103-2 The management approach and its components 44-45
GRI 103-3 Evaiuation of the management approach 44-45
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GRI Standard Disclosure Page 2022
Risk Management

GRI102-15 Key impacts, risks, and opportunities 45;73-89
Governance and Compliance

GRI 103-1 Explanation of the material topic and its Boundary 40-45;90; 98
GRI1103-2 The management approach and its components 40-45;90;98
GRI103-3 Evaluation of the management approach 45
Responsible and involved management

GR1102-20 Executive-leve! responsibility for economic, environmental, and social topics 86
Stakeholder involvement

GRI102-21 Consulting stakeholders on economic, environmental, and social topics 44,90
Compliance

GRI 205-2 Communication and training about anti-corruption policies and procedures 69-70
Ethics and Integrity

GRI102-17 Mechanisms for advice and concerns about ethics 70
People

GRI 103~1 Explanation of the material topic and its Boundary 63-73
GRI 103-2 The management approach and its compenents 63-73
GRI103-3 Evaluation of the management approach 63-73
Employment conditions

GRI 4011 New employee hires and employee turnover 64
Employees diversity and inclusion

GRI 405-1 Diversity of governance bodies and employees 65-66
Employees development, training and education

GRI 4041 Average hours of training per year per employee online data pack
GRI 404-3 Percentage of employees receiving regular performance and career development reviews online data pack

Communities support

GRI 413-1 Operations with local community engagement, impact assessments, and development programs
Safety

GRI 1031 Explanation of the material topic and its Boundary

GRI103-2 The management approach and its components

GRI103-3 Evaluation of the management approach

Occupational health and safety

GRI 403-1 Occupational health and safety management system

GRI403-2 Hazard identification, risk assessment, and incident investigation

GRI403-4 Worker participation, consultation, and communicaticn on occupational health and safety
GRI 403-5 Worker training on cccupational health and safety

GRI 403-6 Promation of worker heaith

GRI403-8 Workers covered by an occupational health and safety management system

GRI 403-9 Work-related injuries

GR!1403-10 Work-related ill health

Environment

GR{ 103-1 Explanation of the material topic and its Boundary

GR1103-2 The management approach and its components

GRI 103-3 Evaluation of the management approach

71-72

54-56
56-57
55

53
54-57
54-57
54-57

54

54

55

55

43; 58-59
58-61
58-61
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Other information

GRI content index continued

GRI Standard Disclosure Page 2022
Energy

GRI 3021 Energy consumption within the organization 212
GRI 302-3 Energy intensity 60; 212
GRI 302-4 Reduction of energy consumption 59-60; 212
Water

GRI 303-3 Water withdrawal 61;213-214
GRI 303-5 Water consumption 60;214
Emissions

GRI 3051 Direct (Scope 1) GHG emissions 212
GR1305-2 Energy indirect (Scope 2) GHG emissions 212
GRI 305-3 Gther indirect (Scope 3) GHG emissions 213
GRI 305-4 GHG emissions intensity 60; 213
GRI 305-5 Reduction of GHG emissions 43; 58-59; 212-213
GRI 305-7 Nitrogen oxides {NOQ,), sulphur oxides ($0,), and other significant air emissions 213
GRI 306-2 Waste by type and disposal method 62,214
Sustainable Value Chain

GRI 103-1 Explanation of the material topic and its Boundary 50
GRI103-2 The management approach and its compoenents 50-52
GRI 103-3 Evaluation of the management approach 50
Procurement

GRI 3081 New suppliers that were screened using environmental criteria 50-52
GRI 414-1 New suppliers that were screened using social criteria 50-52
Praduct Safety

GRI 416-1 Assessment of the heaith and safety impacts of product and service categories 49
GRI 416-2 Incidents of non-compliance concerning the health and safety impacts of products and services 49
GRI417-1 Requirements for product and service information and labelling 49
GRI 417-2 Incidents of non-compliance concerning product and service information and labelling 49
GRI 417-3 Incidents of non-compliance concerning marketing communications 49
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Glossary of terms

AC Amortised Cost

ACC  American Chemical Council

KENTii Annual General Meeting

AIMS Accident and incident Management System

AM —WAcrylate Monomers

—APMs — Alternative Performance Measures

AS Adhesive Sclutions

BAME Black, Asian and Mincrity Ethnic

C&C Construction and Coatings

Capital Net assets excluding third-party net debt

employed

CASE Coatings, Adhesives, Sealants and Elastomers

ccs Coatings & Construction Solutions

CDP Carbon Disclosure Project

CGU ACash Generating Unit

CH4  Methane

CHP Combined Heat and Power

aA_—_mChemical Industries Association

CO: Carbon Dioxide

COze Carbon Dioxide equivalent

Constant Reflects current year results for existing business

currency translated at the prior year's average exchange rates,
and includes the impact of acquisitions

CRM Customer Relationship Management system

CSR Corporate Social Responsibility

DEFRA Department for Environment, Food and Rural Affairs

EBITDA EBITDA is calculated as operating profit before
depreciation, amortisation and Special ltems

EGM Extraordinary General Meeting

EPDLA Eurcpean Polymer Dispersion and Latex Association

EPS Earnings Per Share

ERP Enterprise Resource Planning

ESG Envirenmental, Social and Governance

EUUS Europe, Middle East, Africa and Americas

FEED Front End Engineering Design

FP Functional Polymers

FRC Financial Reporting Council

Free Cash  The movementin net debt before financing activities,

Flow foreign exchange and the cash impact of Special Items,
asset disposals and business combinations

FRS Financial Reporting Standard

FS Functicnal Soluticns

FVYTOCI Fair Value Through Other Comprehensive Income

FVTPL Fair Value Through Profit or Loss

' GbP Gross Domestic Product

GDPR General Data Protection Regulation

GHGs Greenhouse Gases

GJ Gigajoule

GRI Globhal Reporting Initiative

GTI Globa! Technelogy and Innovation

GWP Globa! Warming Potential

H&P Health & Protection

HPPS Health & Protection and Perfarmance Materials

IBORS Inter-Bank Offered Rates

Net debt

NO,
OEM
Operating
profit
PBT
PE
PHA
PPE
PSA
PSE
PSP
PTW
PVC
R&D
RC
ROIC

SBR

SD

SDG
SEC
SHE
SHEMS
SOFR
SONIA
STEM
TCFD
The Code
TSR

Underlying
performance

VOCs

International Council of Chemical Associations
International Financial Reporting Standards
Industrial Specialities

International Standards of Auditing

Key Performance Indicators

Kilotonne or 1,000 tonnes (metric)

London Inter-Bank Offer Rates

Learning Management System

Lost Time Accident

Long-Term Incentive Plan

Mergers and Acquisitions

Manufacturing Excellence

Movement Control Order

Management of Change

Malaysian Ringgits

Nitrous Oxide

Nitrile Butadiene Rubber

Non-Executive Director

Cash and cash equivalents together with short- and
leng-term borrowings

Nitrogen Oxides
Original Equipment Manufacturer

Operating profit represents profit from continuing
activities before finance costs and taxation

Profit Before Tax

Performance Elastomers

Process Hazard Assessment

Property, Plant and Equipment

Pressure Sensitive Adhesive

Process Safety Events

Performance Share Plan

Permit to Work

Polyvinyl Chloride

Research and Development

Responsible Care

Return on Invested Capital is calculated as Group
Underlying operating profit as a percentage of Group
capital employed

Styrene Butadiene Rubber

Sustainable Development

Sustainable Development Geals

Specific Energy Consumpticn

Safety, Health and Environment

Safety, Health and Environment Management System
Secured Overnight Financing Rate

Sterling Overnight Index Average

Science, Technology, Engineering and Mathematics
Task Force on Climate-related Financial Disclosures
The UK Corporate Governance Code

Total Shareholder Return

Underlying performance represents the statutory
performance of the Group under IFRS, exciuding
Special [tems

Volatile Organic Compounds
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Other information

Historical financial summary

2022 2021 2020 2019 2018 2017
£m £m £m £m £m £m
Revenue 2,5851 2,329.5 1,644.72 1,4591 1,618.9 1,480.2
Underlying performance (a)
EBITDA (b) 2651 522.2 259.4 1779 181.0 176.2
Operating profit (©) 171.2 4509 189.5 125.8 1421 139.0
Finance costs (46.2) (30.8) (29.6) (9.6) (7.0) (9.0)
Profit before taxation 125.0 4201 160.0 116.2 1357 130.0
Basic earnings per share ) 20.6p 75.2p 28.9p 25.3p 30.7p 287p
Dividends per share ) (@) - 30.0p 11.6p 4.0p 12.2p 11.4p
Dividend cover - 2.5 2.5 6.3 25 2.5
IFRS
Operating profit {c) (26.5) 308.5 58.4 110.6 128.7 95.4
Finance costs 21.1) (24.6) (38.1) {(10.1) (8.4) 9.0)
Profit before taxation {(47.6) 283.9 20.3 100.5 120.3 86.4
Basic earnings per share ) (g (7.0)p 48.3p 0.7p 21.5p 27.4p 20.3p
Dividends per share ) (@ - 30.0p 11.6p 4.0p 12.2p 11.4p
Dividend cover - 1.6 0.1 5.4 2.2 1.8
Net debt (d) (1,024.9) (114.2) (462.2) 20.7 (214.0) (180.5)
Capital expenditure {e) 90.8 822 53.8 691 75.7 60.3

ial Trra of contaung and discontinued cperanans for the Sroup

ib: As defined nthe accounung pelicres at note 2 and reconciied in note &

£l As gefined nnate Z tc the financial statements on page 167

idh Asreconc ed nnote 21

el Asasclosed onthe conso dated cash flaw statemrent
{1 Diedends and earnings per share figures for 2078 and gnior have been iestated to reflect the bonus factor of 1 2713 arsing from the nghts issue which cempleted on 29 July
{g} The 2022 ntenm div dend was cancelled to preserve rash
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MIX

Paper from
responsible sources

FSC* C022913
-

Printed sustainably in the UK by Pureprint,

a carbon neutral company with FSC* Chain of
custody and an IS0 14001 -certified
environmental management system recycling
over 100% of gl dry waste.

Edited, designed and produced by

Falcon Windsar
falconwindsor com

Registrars

Computershare investor Services plc
Lochside House

7 Lochside Avenue

Edinburgh Park

Cdinburgh

EH1Z2 9DJ

independent auditors
PricewaterhouseCoopers LLP
Chartered Accountants and Statutory Auditors Lendon

Synthomer plc Annual Report 2022 221



Synthomer plc

45 Pall Mall

Lendon

SW1Y 5JC

United Kingdom
www. Synthomer.com




