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Scapa UK Limited

Strategic report
For the Year Ended 31 March 2021

Business review and principal activities

During the period, the entity was a subsidiary of Scapa Group Limited (formerly Scapa Group PLC). On the
15th April 2021 the Group was acquired by Schweitzer-Mauduit International Inc. (NYSE: SWM), a leading
global materials company, with an acquisition of 100% of the share capital following a Board recommended
Scheme of Arrangement. The Company is still managed at the Scapa Group Limited level.

The Company’s principal activity is the manufacture of adhesive foams and specialist tape into the industrial
market. The Company is a subsidiary of Scapa Group Ltd and as such follows all Group policies.

Loss before tax in the year ending 31 March 2021 was £567,000 (2020 - £3,002,000). There was a tax benefit
for the year ending 31 March 2021 of £401,000 (2020 — £395,000) comprising of corporation tax benefit of
£539,000 (2020 - £155,000) and a deferred tax charge of £138,000 (2020 — benefit £241,000) —~ please see
note 13 for further detail.

The loss declined compared to prior year largely in relation to continued cost savings from the site closures of
Dunstable and Luton in financial year 2020. The Luton site was closed May 2019, Dunstable site initially
ceased operation in June 2019, it was then reopened in January 2020 until the end of March 2020 to provide
additional operational support. Costs associated with the closure of the Dunstable site, reported in exceptional
costs totalled £730,000 (2020 - £955,000).

The Company saw revenue reduction as the COVID-19 pandemic took hold throughout the year with various
restrictions placed on individuals and businesses. The Company remained operational throughout the financial
year.

The directors are confident the future prospects of the Company are positive and believe that the Company is
well placed to meet challenging external economic conditions. The management team continue to address
the requirement to become ever more competitive and efficient whilst focussing on strong cash management. -

The Company operates a post retirement defined contribution scheme for qualifying employees and it also
carries post-retirement benefit liabilities relating to defined benefit schemes that are now closed for new
members and future accrual. These pension schemes are disclosed in detail in note 27.

On behalf of the Company, the directors would like to thank all employees for their tremendous commitment,
determination and dedication that enables the Company to maintain positive momentum.

Scapa Group Ltd has made a disclosure in accordance with the UK Modern Slavery Act 2015 which
incorporates the requirements under the California Transparency in Supply Chains Act 2010. This can be
found on the Scapa Group website at www.scapa.com/en Modern Slavery Act.



Scapa UK Limited

Strategic report (continued)
For the Year Ended 31 March 2021

Principal risks and uncertainties

The Company is a wholly owned subsidiary of Scapa Group Limited. The directors of Scapa Group Limited
manage the Group's risks at a Group level, rather than at an individual subsidiary level. The principal risks and
uncertainties of Scapa Group Limited, which include those of the Company, are discussed in the business
review in the Group’s annual report pages 1 to 48 which does not form part of this report.

The key risks for the Company are:

Economic and political risk:
The Company'’s activities expose it to political and economic uncertainty, e.g. Covid and trade relations, which

affects market and financial stability. This is managed by; regular risk assessments completed on macro-
economic impact on key business areas, e.g. Supply Chain, Tax and People. Authorised Economic Operator
status in place for key freight providers and the implementation of a regional alternative dual-sourcing strategy
for key suppliers.

COVID-19 risk:

The COVID-19 pandemic has impacted all territories and market segments which the Company operate. The
Company is operating under government control measures and has implemented the furlough scheme
across the business. Despite this, operation has continued as Industrial businesses have been classified as
essential business. The Company continues to monitor government advice and respond accordingly.

Foreign exchange risk:
The Company’s activities expose it primarily to the financial risks of changes in foreign currency exchanges

rates. The net exposure is reduced as some sales and purchasing transactions are in foreign currency where
appropriate.

Credit risk:
The Company'’s principal financial assets are bank balances and trade and other receivables. The Company’s

credit risk is primarily attributable to its trade receivables. The amounts presented in the balance sheets are
net of allowances for doubtful receivables. The Company has no significant concentration -of credit risk with
exposure spread over a number of counterparties and perform regular credit checks and monitoring on all
significant customers.

Liquidity risk:

In order to maintain liquidity and to ensure that sufficient funds are available for ongoing operations and future
developments, the Company uses a mixture of inter group borrowings and bank overdraft. As revenue
deteriorated in FY21 Q1 measures were immediately put in place including focus on a reduction in Capital
spend and working capital and utilising the UK Government furiough scheme to maximise the liquidity position.
Scapa Group Ltd refinanced during the year, raising an additional £15m RCF and completed a share
placement raising a further £32.6m which the Company had access to as part of its inter group funding.

in conjunction with the acquisition, Scapa received a capital injection of £61.2m from SWM International
during April of 2021. The funds were used to settle all outstanding third-party bank debt, including the
aforementioned facilities, and a £6 million obligation for transaction related advisor fees. These facilities
were repaid in full following the acquisition by SWM Intl Inc.



Scapa UK Limited

Strategic report (continued)
For the Year Ended 31 March 2021

Pension risk:
The Company operates a number of pension schemes which include defined benefit schemes. The pension

funds’ liabilities are partially matched with a portfolio of assets, which leaves potential risk around the amount
of the liabilities as a result of changes in life expectancy, inflation, future salary increases, risks regarding the
value of investments, the returns derived from such investments and the Pension Protection Fund levy. In
addition, actions by the Pension Regulators or the Trustees and/or any material revisions to the existing
pension legislation could require increased contributions by the Company to the pension funds.

The pension trustees, in consultation with the Company, regularly review the scheme’s investments strategy
to mitigate the volatility of liabilities and to diversify investment risk and the Company takes professional advice
regarding options to manage potential volatility. The asset back arrangement entered into provides certainty
over contribution levels for a twenty-five-year period.

To help strengthen the balance sheet position and aid in improving liquidity in March 2020 Scapa Group Itd
agreed a deferment of UK pension contribution payment with the scheme Trustee. Payments to the scheme
resumed as normal from September 2020.

Loss of major customer:
The Company operates in a competitive market which is a continuing risk to the Company and could result in

the loss of sales to its competitors. The Company manages this risk by providing a high standard of service
to its customers, responding quickly to customers’ requirements and maintaining strong relationships with
them.

Raw material pricing:
The risk of increasing raw material prices and commodity market rises are a continuing risk to the Company

and could impact on gross margins in the future. The Company seeks to minimise the impact of increasing
prices by utilising the Group’s global supply chain function and using multi sourcing arrangements for its key
materials.

Financial key performance indicators

Management uses a number of key performance indicators (KPI's) to monitor the performance of the business.
The financial KPI's comprise of the following:

Revenue decrease of 18.7% (2020 — 17.1%), of which 1.7% (2020 - 0.6%) relates to exchange rate differences
and 6.0% (2020 - 1.5%) is due to the decrease in sales to existing customers, mainly COVID-19 related, and
11% relates to closure of Dunstable site and associated revenue (2020 — 15%).

Loss before tax of £567,000 (2020 - £3,002,000), Improvement on the loss position follows the closure of the
Dunstable site in 2020, this has led to a decrease in revenue as production ceased June 2019 offset by
reductions in expenditure.

Capital expenditure 2021 was £141,000 (2020 — £199,000). Decrease in spend mainly relating to close controls
on spending during COVID-19 pandemic.

No non-financial KPls have been presented as there are none monitored at the Scapa UK Limited level. Non-
financial KPIs are only monitored on a Group basis.



Scapa UK Limited

Strategic report (continued)
For the Year Ended 31 March 2021

This report was approved by the board 28t October 2021.

/

W Dickinson

Director



Scapa UK Limited

Directors’ report
For the Year Ended 31 March 2021

The directors present their report and the financial statements for the year ended 31 March 2021.
Directors' responsibilities statement

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

Company law requires the directors to prepare financial statements for each financial year. Under that law the
directors have elected to prepare the financial statements in accordance with applicable law and United
Kingdom Accounting Standards (United Kingdom Generally Accepted Accounting Practice), including
Financial Reporting Standard 101 ‘Reduced Disclosure Framework’. Under Company law the directors must
not approve the financial statements unless they are satisfied that they give a true and fair view of the state of
affairs of the Company and of the profit or loss of the Company for that period. In preparing these financial
statements, the directors are required to:

e select suitable accounting policies for the Company financial statements and then apply them
consistently;

* make judgments and accounting estimates that are reasonable and prudent;

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

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

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain
the Company's transactions and disclose with reasonable accuracy at any time the financial position of the
Company and enable them to ensure that the financial statements comply with the Companies Act 2006. They
are also responsible for safeguarding the assets of the Company and hence for taking reasonable steps for
the prevention and detection of fraud and other irregularities.

Matters included within the Strategic report

In accordance with s414(C) (11) of the Companies Act, included in the Strategic report is information relating
to financial risk management (included within principal risks and uncertainties), principal activities, business
review, key performance indicators and future developments which would otherwise be required by Schedule
7 of the ‘large and medium sized companies and groups (accounts and reports) regulation 2008’ to be
contained in a Director’s report.

Results and dividends
The loss for the year, after taxation, amounted to £166,000 (2020 - £2,607,000).
The directors do not recommend the payment of a dividend (2020 - nil).

Research and development costs incurred in the year amount to £125,000 (2020 - £150,000), these were all
expensed in the year.

The Company'’s results for the financial year are analysed in the Strategic report on page 4.



Scapa UK Limited

Directors’ report (continued)
For the Year Ended 31 March 2021

Directors

The directors who served during the year and thereafter were:
W Dickinson

D Cullen (Appointed 15/04/2021)

D Surbey (Appointed 26/04/2021)

O Zahn (Resigned 15/04/2021)

Directors’ indemnities

Qualifying third party indemnity provisions, as defined in section 234 of the Companies Act 20086, are in force
for the benefit of Directions who held office during the year. The Company maintains directors’ and officers’
liability insurance for the Groups directors and officers.

Going concern

In presenting the annual and interim financial statements, the Directors aim to present a fair, balanced and
understandable assessment of the Group’s position and prospects.

Effective April 15" 2021, Scapa Group, the former parent of Scapa UK Ltd, became a wholly owned
subsidiary of Schweitzer-Mauduit International inc. (SWM Intl.).

SWM Intl. express in a letter of support that they are willing to provide all necessary financial support, and
after considering the results of the Group's forecasting and risk assessment process, the uncertain economic
environment in which the business operates and the factors affecting the current and future performance of
the overall Group as set out in its annual report, the directors have a reasonable expectation that the
company has adequate resources to continue in operational existence for at least 12 months from the date
of approval of the financial statements. For this reason, they continue to adopt the going concern basis in
preparing the financial statements — see Note 2.2.

Disclosure of information to auditor
Each of the persons who are directors at the time when this Directors' report is approved has confirmed that:

e so far as the director is aware, there is no relevant audit information of which the Company's auditor
is unaware; and

e the director has taken all the steps that he/she ought to have taken as director in order to make
himself/herself aware of any relevant audit information and to establish that the Company's auditor is
aware of that information.

Post balance sheet events

On 15th of April 2021 Schweitzer-Mauduit International Inc. (SWM Intl.) acquired 100% of the share capital of
the Scapa Group Limited and its subsidiaries. From this date the ultimate controlling party is SWM.



Scapa UK Limited

Directors’ report (continued)
For the Year Ended 31 March 2021

Auditor

The auditor, Deloitte LLP, will be proposed for reappointment in accordance with section 485 of the Companies
Act 2006.

This report was approved by the board on 28" October 2021.

/1

W Dickinson

Director
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Scapa UK Limited

Independent auditor’s report to the shareholders of Scapa UK Limited
For the Year Ended 31 March 2021

Report on the audit of the financial statements

Opinion

In our opinion the financial statements of Scapa UK Limited (the ‘company’):

e give a true and fair view of the state of the company’s affairs as at 31 March 2021 and of its loss for the
year then ended;

e have been properly prepared in accordance with United Kingdom Generally Accepted Accounting
Practice, including Financial Reporting Standard 101 “Reduced Disclosure Framework” and

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

We have audited the financial statements which comprise:
the profit and loss account;

the statement of comprehensive income;

the balance sheet;

the statement of changes in equity;

the cash flow statement;

the related notes 1 to 30.

The financial reporting framework that has been applied in their preparation is applicable law and United
Kingdom Accounting Standards, including Financial Reporting Standard 101 “Reduced Disclosure
Framework” (United Kingdom Generally Accepted Accounting Practice).

Basis for opinion

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

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

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

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

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

Other information

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

Our responsibility is to read the other information and, in doing so, consider whether the other information is

materially inconsistent with the financial statements or our knowledge obtained in the course of the audit, or
otherwise appears to be materially misstated. If we identify such material inconsistencies or apparent

11



Scapa UK Limited

Independent auditor’s report to the shareholders of Scapa UK Limited
For the Year Ended 31 March 2021

Other information (continued)

material misstatements, we are required to determine whether this gives rise to a material misstatement in
the financial statements themselves. If, based on the work we have performed, we conclude that there is a
material misstatement of this other information, we are required to report that fact.

We have nothing to report in this regard.

Responsibilities of directors

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

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

Auditor’s responsibilities for the audit of the financial statements

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

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

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

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

We obtained an understanding of the legal and regulatory framework that the group operates in, and
identified the key laws and regulations that:
o had a direct effect on the determination of material amounts and disclosures in the financial
statements. These included. UK Companies Act, pensions legislation, tax legislation; and
+ do not have a direct effect on the financial statements but compliance with which may be
fundamental to the group’s ability to operate or to avoid a material penalty. These included the
group’s operating licence and environmental regulations.

We discussed among the audit engagement team and relevant internal specialists such as tax, pensions and
IT regarding the opportunities and incentives that may exist within the organisation for fraud and how and
where fraud might occur in the financial statements.

12



Scapa UK Limited

Independent auditor’s report to the shareholders of Scapa UK Limited
For the Year Ended 31 March 2021

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

As a result of performing the above, we identified the greatest potential for fraud or non-compliance with laws
and regulations in the following area, and our specific procedures performed to address it are described
below: ’

o We presume a risk of fraud related to revenue recognition. In order to address this, we have
identified which assertion in respect of revenue is subject to this risk, performed work on the controls
surrounding revenue, and have carried out substantive procedures in order to gain comfort over the
potential risk which includes agreement of the revenue to supporting documentation and assessment
of whether revenue has been recognised in the correct period and in accordance with the groups
accounting policy in respect of revenue recognition.

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

In addition to the above, our procedures to respond to the risks identified included the following:
¢ reviewing financial statement disclosures by testing to supporting documentation to assess
compliance with provisions of relevant laws and regulations described as having a direct effect on
the financial statements;
o performing analytical procedures to identify any unusual or unexpected relationships that may
indicate risks of material misstatement due to fraud;

Report on other legal and regulatory requirements

Opinions on other matters prescribed by the Companies Act 2006

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

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

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

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

Matters on which we are required to report by exception
Under the Companies Act 2006 we are required to report in respect of the following matters if, in our opinion:
e adequate accounting records have not been kept, or returns adequate for our audit have not been
received from branches not visited by us; or
the financial statements are not in agreement with the accounting records and returns; or
certain disclosures of directors’ remuneration specified by law are not made; or
we have not received all the information and explanations we require for our audit.

We have nothing to report in respect of these matters.

13



Scapa UK Limited

Use of our report

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

have formed.

S

Christopher Robertson (Senior statutory auditor)
For and on behalf of Deloitte LLP

Statutory Auditor

Manchester, UK

28t QOctober 2021
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Scapa UK Limited

Profit and loss account
For the Year Ended 31 March 2021

2021 2020

£000 £000
Turnover 4 26,761 32,920
Cost of sales 6 (23,424) (28,509}
Gross profit 3,337 4,411
Other grant income 10 175 -
Distribution costs (870) (993)
Administrative costs 6 (1,522) (4,925)
Operating profit 1,120 (1,507)
Adjusted operating profit* 1,766 (252)
Exceptional costs 5 (646) (1,255)
Operating profit 1,120 (1,507)
Interest receivable and similar income 11 480 608
Interest payable and similar charges 12 - (2,167) (2,103)
Loss before tax : (567) (3,002)
Tax on loss 13 401 395
Loss for the year 6 (166) (2,607)

* Loss before tax, interest and exceptional items
The notes on pages 19 to 40 form part of these financial statements.

Turnover and operating profit are derived from continuing operations.
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Scapa UK Limited

Statement of comprehensive income
For the Year Ended 31 March 2021

Loss for the financial year

Other comprehensive income:
Items that wili not be reclassified to profit or loss:

Interest on defined benefit schemes
Actuarial gain on defined benefit schemes
Deferred tax on pension reserve adjustment

Total other comprehensive income

Total comprehensive expense for the year

The notes on pages 19 to 40 form part of these financial statements.
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Scapa UK Limited

Balance sheet
As at 31 March 2021

Non-current assets

Tangible assets

Right of use assets

Investments

Debtors: amounts falling due after more
than one year

Current assets

Stocks

Debtors: amounts falling due within one
year

Cash at bank and in hand

Lease liabilities falling due within one year
Creditors: amounts falling due within one
year

Net current assets
Total assets less current liabilities

Lease liabilities falling due after more than
one year

Creditors: amounts falling due after more
than one year

Provisions for liabilities
Other provisions

Net assets excluding pension liability

Pension liability

Net assets

Equity
Called up share capital
Profit and loss account

Total shareholder’s funds

Note

14
16
15

18

17

18
19

20

16

21

23

27

25
26

(5,488)

2,381

3,972
493
6,846

(729)

2021
£'000

1,548
907
20,001

24,083
46,539

629
47,168
(80)

(37,935)
9,153

(1,213)
7,939

7,939

7,939
7,939

2020
£000

1,782
1,556
20,001

25,825

3,069

4,732
1,611
9,412

(722)
(6,552)

49,164

2,138
51,302
(797)

(37,934)

12,571

(4,620)
7,951

7,951

7,951
7,951

The financial statements of Scapa UK Limited (registered number 3261510) were approved and authorised for

issue by the board and were signed on its behalf on 27t October 2021.

W Dickinson
Director

The notes on pages 19 to 40 form part of these financial statements.
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Scapa UK Limited

Statement of changes in equity
For the Year Ended 31 March 2021

Share Share Profit and Total
capital premium loss equity
account

£000 £'000 £'000 £'000
At 1 April 2019 - - 9,696 9,696
Comprehensive income for the year
Loss for the year - - (2,607) (2,607)
Actuarial gain on pension scheme 27 - - 2,121 2,121
Deferred Tax on Pension reserve - - 120 120
adjustment
Loss on changes of asset restriction - - (1,385) (1,385)
Total comprehensive expense for
the year - - (1,751) (1,751)
Share options charge - - 6 6
At 31 March 2020 - - 7,951 7,951
Comprehensive income for the year
Loss for the year - - (166) (166)
Interest on defined benefit schemes - - 27 27
Actuarial gain on pension scheme 27 - - 590 590
Loss on changes of asset restriction - - (618) (618)
Total comprehensive expense for - - (167) (167)
the year
Share options charge - - 154 154
At 31 March 2021 - - 7,939 7,939

The notes on pages 19 to 40-form part of these financial statements.
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Scapa UK Limited

Notes to the financial statements
For the Year Ended 31 March 2021

General information

Scapa UK Limited (‘the Company’) is a private company limited by shares, incorporated in England,
United Kingdom under the Companies Act. The address of the registered office is given within the
Company information section of this report. The nature of the Company’s operations and its principal
activities are set out in the strategic report on page 4.

Accounting policies
21 Basis of preparation of financial statements

The financial statements have been prepared under the historical cost convention and in accordance with
Financial Reporting Standard 101, “Reduced Disclosure Framework” and the Companies Act 2006.

The functional currency of the Company is considered to be pounds sterling. Items included in these
financial statements are measured using the currency of the primary economic environment in which the
company operates (“the functional currency”). Foreign currency transactions are translated into the
functional currency using the exchange rates prevailing at the date of the transactions. Foreign exchange
gains and losses resulting from settlement of such transactions and from the translation at year-end
exchange rates of monetary assets and liabilities denominated in foreign currencies are recognised in the
profit and loss account unless forward contract hedging's are in place.

The preparation of financial statements in compliance with FRS 101 requires the use of certain critical
accounting estimates. It also requires management to exercise judgment in applying the Company's
accounting policies (see note 3).

As permitted by FRS 101, the Company has taken advantage of the disclosure exemptions available
under that standard in relation to standards not yet effective, certain revenue requirements, certain lease
requirements of IFRS16, presentation of a cash-flow statement, presentation of comparative information
in respect of certain assets, financial instruments, key management personnel, pension scheme deficit
sensitivities and related party transactions.

The Company is exempt under section 400 of the Companies Act 2006 from the requirement to prepare
consolidated financial statements as it and its subsidiary undertakings are included by full consolidation
in the financial statements of its ultimate parent. The group accounts of Scapa PLC are available to the
public and can be obtained as set out in note 28.
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Scapa UK Limited

Notes to the financial statements (continued)
For the Year Ended 31 March 2021

Accounting policies (continued)
Former finance leases

For leases that were classified as finance leases applying IAS 17, the carrying amount of the leased asset
and obligation under finance leases measured applying IAS 17 immediately before the date of initial
application is reclassified to right-of-use assets and lease liabilities respectively without any adjustments.

2.2 Going concern

The directors have, at the time of approving the financial statements, a reasonable expectation that the
Company has adequate resources to continue in operational existence for at least 12 months from the
date of the accounts. Thus they continue to adopt the going concern basis of accounting in preparing the
financial statements. Further detail is contained in the Directors' Report on page 8, including the
assessment of the impact of the COVID-19 pandemic on the Company.

23 Revenue

Revenue is recognised to the extent that it is probable that the economic benefits will flow to the Company
and the revenue can be reliably measured. Revenue is measured as the fair value of the consideration
received or receivable, excluding discounts, rebates, value added tax and other sales taxes. The following
criteria must also be met before revenue is recognised.

Sale of goods

Revenue from the sale of goods is recognised when a performance obligation is satisfied by transferring
a promised good or service to a customer, this is when the customer obtains control of that good or
service. A performance obligation may be satisfied at a point in time or over time (typically for promises
to transfer goods to a customer). For a performance obligation satisfied over time, an appropriate measure
of progress would be selected to determine how much revenue should be recognised as the performance
obligation is satisfied. )

24 Tangible fixed assets

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

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

Depreciation is charged so as to allocate the cost of assets less their residual value over their estimated
useful lives, using the straight-line method.

Depreciation is provided on the following basis:

Short term leasehold land and buildings - over primary period of lease
Plant and fixtures - between 5 and 20 years
Computer systems and software - between 3 and 8 years
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Accounting policies (continued)

The assets’ residual values and useful lives are reveiwed, and adjusted prospectively, if apporpriate. An
assets carrying amount is written down to its recoverable amount if it is greater than its estimated
recoverable amount. Gains and losses on disposals are determined by comparing the proceeds with the
carrying amount, and they are recognised within ‘Other expenses’ in the income statement.

2.5 Leases
On transition to IFRS 16, Scapa UK recognised a right-of-use assets and a lease liability.

The asset is initially measured at cost, which comprises the initial amount of the lease liability. The right-
of-use asset is subsequently depreciated using the straight-line method over the term of the lease.

The lease liability is initially measured at the present value of lease payments due as at the
commencement date. This is discounted by an externally assessed incremental borrowing rate that
reflects the individual lease characteristics, the currency and jurisdiction in which the lease is made and
the term of the arrangement.

The Company has elected not to recognise right-of-use assets and lease liabilities for short-term leases
of machinery that have a lease term of twelve months or less and leases of low-value assets, including
IT equipment. The Company recognises the lease payments associated with these leases as an expense
on a straight-line basis over the lease term.

Further detail on the accounting for leases can be found in adoption of new and revised standards and
note 16.

2.6 Research & development costs

Expenditure incurred on the development of new products and the cost of normal research work is
charged against the profits of the year in which such expenditure or cost is incurred. Plant and equipment
acquired for this purpose is included within fixed assets and written off over its expected useful life.

2.7 Valuation of investments

Investments in subsidiaries are measured at cost less accumulated impairment. Where circumstances
indicate that there may have been impairment in the carrying value an impairment review is carried out
using cash flows from approved forecasts and projections discounted at the weighted average cost of
capital.

2.8 Stocks

Stocks are stated at the lower of cost and net realisable value, being the estimated selling price less costs
to complete and sell. Cost is based on the cost of purchase on a weighted average basis. Work in progress
and finished goods include labour and attributable overhead.

At each balance sheet date, stocks are assessed for impairment. If stock is impaired, the carrying amount
is reduced to its selling price less costs to complete and sell. The impairment loss is recognised
immediately in profit or loss.
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29 Debtors

Debtors are measured at transaction price, less any impairment. A provision for impairment is established
when there is objective evidence that Scapa UK will not be able to collect all amounts due according to
the original terms of the debt. The provision is recognised in the Income Statement as an operating
charge. Loans receivable are measured initially at fair value, net of transaction costs, and are measured
subsequently at amortised cost using the effective interest method, less any impairment.

2.10 Cash and cash equivalents

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

2.1 Financial instruments

Loans, receivables and payables are non-derivative financial assets and liabilities with fixed or
determinable payments that are not quoted in an active market. They arise when money, goods or
services are provided directly to a debtor or creditor with no intention of trading the receivable or payable.
They are included in current assets or liabilities, except for maturities greater than twelve months after the
balance sheet date. These are classified as non-current assets or liabilities. Loans and receivables are
included in trade and other receivables or trade and other payables in the balance sheet. loans,
receivables and payables are measured at invoice or historical cost less any impairment, calculated on
an expected loss basis.

3

212 Creditors

Creditors are measured at the transaction price. Other financial liabilities, including bank loans, are
measured initially at fair value, net of transaction costs, and are measured subsequently at amortised cost
using the effective interest method.

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

213 Finance costs

Finance costs are charged to the Profit and loss account over the term of the debt using the effective
interest method so that the amount charged is at a constant rate on the carrying amount. Issue costs are
initially recognised as a reduction in the proceeds of the associated capital instrument.
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2.14 Pensions

For defined benefit schemes the amounts charged to operating profit are the current service costs and
gains and losses on settlements and curtailments. They are included as part of staff costs. Past service
costs are recognised immediately in the profit and loss account if the benefits have vested. If the benefits
have not vested immediately, the costs are recognised over the period until vesting occurs. Actuarial gains
and losses are recognised immediately in the Statement of Comprehensive Income.

For defined benefit schemes, the Company recognises plan assets where they are reparable, solely for
payment to the fund or to fund employee benefits, not available to the Company’s creditors in bankruptcy
and where the assets cannot be returned to the Company unless all employee benefit obligations are
met.

Defined benefit schemes are funded, with the assets of the scheme held separately from those of the
Group, in separate trustee-administered funds. Pension scheme assets are measured at fair value and
liabilities are measured on an actuarial basis using the projected unit method and discounted at a rate
equivalent to the current rate of return on a high quality corporate bond of equivalent currency and term
to the scheme liabilities. The actuarial valuations are obtained annually and are updated at each balance
sheet date. The resulting defined benefit asset or liability, net of the related deferred tax, is presented
separately after other net assets on the face of the balance sheet.

Where a defined pension scheme is in surplus this is recognised on the balance sheet only to the extent
the Group can demonstrate that is has an unconditional right to refund in relation to the surplus. Where
an unconditional right to a refund cannot be demonstrated the asset is restricted to nil.

For defined contribution schemes the amount charged to the profit and loss account in respect of pension
costs and other post-retirement benefits is the contributions payable in the year. Differences between
contributions payable in the year and contributions actually paid are shown as either accruals or
prepayments in the balance sheet.

Defined contribution pension plan

The Company operates a defined contribution plan for its employees. A defined contribution plan is a
pension plan under which the Company paid fixed contributions into a separate entity. The Company
has no legal or constructive obligations to pay further contributions if the fund does not hold sufficient
assets to pay all employees the benefits relating to employee service in the current and prior periods.

The contributions are recognised as an expense in the profit and loss account when they fall due.
Amounts not paid are shown in accruals as a liability in the balance sheet. The assets of the plan are
held separately from the Company in independently administered funds.

2.15 Interest income

Interest income is recognised in the profit and loss account using the effective interest method.
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Accounting policies (continued)
2.16 Provisions for liabilities

Provisions are made where an event has taken place that gives the Company a legal or constructive
obligation that probably requires settlement by a transfer of economic benefit, and a reliable estimate can
be made of the amount of the obligation.

Provisions are charged as an expense to the profit and loss account in the year that the Company
becomes aware of the obligation, and are measured at the best estimate at the balance sheet date of the
expenditure required to settle the obligation, taking into account relevant risks and uncertainties. When
payments are eventually made, they are charged to the provision carried in the balance sheet.

217 Current and deferred taxation

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

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

Deferred tax balances are recognised in respect of all timing differences that have originated but not
reversed by the balance sheet date, except that:

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

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

Deferred tax balances are not recognised in respect of permanent differences except in respect of
business combinations, where deferred tax is recognised on the differences between the fair values of
assets acquired and the future tax deductions available for them and the difference between the fair
values of liabilities acquired and the amount that will be assessed for tax. Deferred tax is determined using
tax rates and laws that have been enacted or substantively enacted by the balance sheet date.

2.18 Exceptional items

Exceptional costs are charged against the profits of the year in which such expenditure or cost is incurred.
These material items are disclosed separately from other costs on the profit and loss account based on
their nature and size.

2.19 Government grants

Government grants are not recognised until there is reasonable assurance that the group will comply with
the conditions attaching to them and that the grants will be received. Government grants are recognised
as other income in the income statement on a systematic basis over the periods in which the related costs
for which the grants are intended to compensate are recognised.
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Critical accounting estimates and judgements

The Company'’s accounting policies have been set by management and approved by the Audit and Risk
Committee. The application of these accounting policies to specific scenarios requires reasonable
estimates and assumptions to be made concerning the future. These are continually evaluated based on
historical experience and expectations of future events. The resuiting accounting estimates will, by
definition, seldom equal the related actual results.

Critical judgements in applying the Company’s accounting policies

In the process of applying the Company’s accounting policies, which are described above, the directors
have made the following judgement that has the most significant effect on the amounts recognised in the
financial statements (apart from those involving estimations, which are dealt with below) and has been
particularly complex or involving subjective assessments:

The Pension scheme, when measured under IAS 19, resulted in a surplus of £1.4m and the recognition
of this surplus was assessed in-line with requirements of paragraph 11(b) of IFRIC14. This states that the
pension surplus can be recognised in the accounts if the Company can demonstrate an unconditional
right to a refund in all of the three circumstances specified in IFRIC14 — these three 'scenarios are:

a) During the life of the plan, without assuming that the plan liabilities must be settled in order to obtain
the refund (e.g. in some jurisdictions, the entity may have a right to a refund during the life of the plan,
irrespective of whether the plan liabilities are settled);

b) Assuming the gradual settlement of the plan liabilities over time until all members have left the plan;
or
c) Assuming the full settlement of the plan liabilities in a single event (i.e. as a planned wind-up).

The Company cannot demonstrate an unconditional right to a refund in either Scenario A or C, but can
demonstrate this right in Scenario B, i.e. the gradual settlement of the scheme liabilities over time until all
members have left the scheme.

As the Company cannot demonstrate an unconditional right to a refund of surplice in all the scenarios, no
surplus has been recognised for the defined benefit scheme in the Company accounts.

Key sources of estimation uncertainty

The Key assumptions concerning the future, and other key sources of estimation uncertainty at the
balance sheet date, that have a significant risk of causing a material adjustment to the carrying amounts
of assets and liabilities within the next financial year, are discussed below:

s Accounting for retirement benefit schemes under IAS 19 (revised) requires an assessment of the
future benefits payable in accordance with actuarial assumptions. The future assumptions in
relation to the discount rate applied in the calculation of scheme liabilities which are set out in
note 27, represent a key source of estimation uncertainty for the Company. The Company aiso
applies sensitivities to these assumptions to assess the financial impact; these sensitivities are
set out in note 27.
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Analysis of turnover

2021 2020
£000 £000
External 15,969 18,718
Intercompany 10,792 14,202
26,761 32,920

Analysis of turnover by country of destination:
2021 2020
£000 £000
United Kingdom 6,170 7,963
Rest of Europe 18,197 19,826
Rest of World 2,393 5,131
26,761 32,920

The Company operates as one class of business therefore only an analysis by country of destination is
included.

Exceptional costs/(income)

2021 2020

£000 £000

Dunstable Site closure and reorganisation costs 742 955
Potential HSE penalty (165) 300
Ramsbury Site closure and reorganisation costs 21 -
Share options true up 48 -
646 1,255

The Dunstable and Luton manufacturing facility in the UK entered a formal closure consultation process
following the initial closure announcement in September 2018 and the closure was confirmed in October
2018 following the consultation period. During FY19 the operational excellence team carried out a full
cost assessment for the closures of the sites and transfer of the appropriate assets totalling £8.7m. During
FY21 an additional £742k (FY20: £955k) of costs relating to the closure of Dunstable site were expensed.

The Company was charged under Section 2(1) of the Health and Safety at Work Act 1974. A guilty plea
was entered at Luton Magistrates’ Court in respect of this offence and the financial penalty of £135k in
relation to this offence was determined in August 2020; the Company previously overprovided for this
cost at £300k.

The Ramsbury manufacturing facility, a Healthcare site in the UK, entered a formal closure consultation
process following the initial closure announcement in November 2019 and the closure was confirmed in
February 2020 following the consultation period. During FY21 there were staff costs of £21k to Scapa UK
Limited relating to this site closure.
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6 Loss for the financial year

The loss for the financial year has been arrived at after charging/(crediting):

2021 2020

£000 £000

Research and development charged as an expense 125 150
Depreciation of tangible fixed assets 351 545
Depreciation of right of use assets 679 656
Exchange differences 116 (55)
Inventories expensed in the year 23,266 28,509
Movement on bad debt provision (6) 22
Lease rentals and associated costs 15 56
Staff costs (see note 8) 4,783 5,181
- Social security costs (see note 8) 440 481
Defined contribution pension cost (see note 8) 254 290

7  Auditor’'s remuneration

The Company paid the following amounts to its auditor in respect of the audit of the financial statements
and for other services provided to the Company:

2021 2020
£000 £000
Fees payable to the Company’s auditor and its associates for 71 53

the audit of the annual accounts

The Company has taken advantage of the exemption not to disclose amounts paid for non-audit services
as these are disclosed in the Group accounts of the parent company.

8 Employees

Staff costs, including directors’ remuneration, were as follows:

2021 2020
£000 £000
Wages and salaries 4,783 5,181
Social security costs 440 481
Cost of defined contribution scheme 254 290
5,477 5,952
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8 Employees (continued)

The average monthly number of employees during the year was as follows:

2021 2020

No No

Office and Management 38 42
Research and Development 2 3
Operations 100 125
140 170

9 Directors’ remuneration

In the current year all directors were remunerated through another Group company and their costs were
not recharged as no practical allocation could be made. Details of Group directors’ remuneration is
disclosed in the accounts of Scapa Group Limited.

10 Government grants receivable

2021 2020
£000 £000
Coronavirus Job Retention Scheme 175 -
175 -
11 Interest receivable

2021 2020
£000 £000
Interest receivable from group companies 480 605
Bank interest receivable - 3
480 608

12 Interest payable and similar charges
2021 2020
£000 £000
On loans from group undertakings 2,118 2,016
Other interest payable (Inc. IFRS 16) 49 87
2,167 2,103
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13 Taxation

Corporation tax

Current tax on profits for the year
Adjustments in respect of previous periods

Total current tax

Deferred tax

Movement in deferred tax recognised

Total deferred tax

Taxation on profit

2021 2020
£000 £000
. 1
(539) (155)
(539) (154)
138 (241)
138 (241)
(401) (395)

Factors affecting tax charge for the year

The tax assessed for the year is higher than (2020 - higher than) the standard rate of corporation tax in
the UK of 19% (2020 — 19%). The differences are explained below:

Loss before tax

Loss multiplied by standard rate of corporation tax in the UK of

19% (2020 — 19%)

Effects of:

Expenses not deductible for tax purposes, other than goodwill
amortisation and impairment

Changes in rate

Adjustments to tax charge in respect of prior years
Deferred tax previously unrecognised

Total tax charge for the year

2021 2020
£000 £000
(567) (3,002)
(108) (571)
27 86

- (79)
(238) (384)
(82) 553
(401) (395)

A deferred tax rate of 19% has been applied to opening balances and movements in deferred tax in
the year ended 31 March 2021. There is no expiry date on timing difference, unused tax losses or
tax credits. The Finance Bill 2021 contains a provision to increase the main UK rate of corporation
tax from 19% to 25%, with effect from 1 April 2023. However, as the Finance Bill 2021 was not
substantively enacted at the balance sheet date, the rate of 19% has been applied to UK deferred

balances.
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14 Tangible fixed assets

15

Short Term Plant, Fixtures, Assets under Total
Leasehold Computer systems construction
Property and software
£000 £000 £000 £000

Cost or valuation
At 1 April 2020 2,325 16,650 49 19,024
Additions - 68 73 141
Disposals (782) (3,706) - (4,488)
Transfers between classes - 27 (27) -
At 31 March 2021 1,543 13,039 95 14,677
Depreciation
At 1 April 2020 2,325 14,917 - 17,242
Charge for the year - 351 - 351
Disposals (782) (3,681) - (4,463)
At 31 March 2021 1,543 11,587 - 13,130
Net book value
At 31 March 2021 - 1,452 95 1,547
At 31 March 2020 - 1,733 49 1,782

The amount contracted but not provided for in the accounts at 31 March 2021 was £50,130 (2020 -
£50,100).

Fixed asset investments

Investments in
subsidiaries
£000
Cost and net book value
At 31 March 2021 and 31 March 2020 20,001

Scapa UK Limited invested in a Scottish Limited Partnership (SLP) called Scapa Limited Partnership,
Registered address 13 Queen’s Road, Aberdeen, AB15 4YL. This investment made Scapa UK Limited
the limited partner in the SLP and additionally gives Scapa UK Limited the capital rights to all partnership
assets after a set order of income distributions. The investment in the SLP is held as a fixed asset
investment and is carried at cost less impairment.
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16 Right of use assets

The Company leases land, buildings, vehicles and equipment under non-cancellable lease arrangements.
The leases have varying terms, including escalation clauses, renewal rights and purchase options. None
of these terms represent unusual arrangements or create material onerous or beneficial rights of
obligations. Information about leases for which the Company is a lessee is presented below.

Short Term Plantand IT Systems Vehicles Total
Leasehold Machinery

Property

£000 £000 £000 £000 £000
Cost or valuation
At 1 April 2020 1,826 330 33 23 2,212
Additions - 51 14 - 65
Disposals - (34) (41) - (75)
At 31 March 2021 1,826 347 6 23 2,202
Depreciation
At 1 April 2020 544 86 15 11 656
Charge for the year 545 95 28 11 679
Disposals - - (41) (41)
At 31 March 2021 1,089 181 2 22 1,294
Net book value
At 31 March 2021 737 166 4 1 908

The net book value of land and buildings may be further analysed as follows:

2021 2020

£000 £000

Manufacturing site and offices — Ashton under Lyne 737 1,282

Lease liabilities

Future minimum lease payments as at 31 March 2021 are as follows:

2021

£000

Not later than 1 year 729

Later than 1 year and not later than 5 years 79

Later than 5 years 1

809
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16 Right of use assets (continued)

Amounts recognised in the income statement

2021
£000
Interest on lease liabilities : 49
Expenses relating to short-term and low-value leases * 15
Depreciation expense 679
743
17 Stocks
2021 2020
£000 £000
Raw materials and consumables 1,360 1,344
Work in progress (goods to be sold) 279 588
Finished goods and goods for resale 742 1,137
2,381 3,069
18 Debtors

2021 2020
£000 £000

Due after more than one year
Deferred taxation (note 24) 1,546 1,683
Amounts owed by group undertakings 22,538 24,142
‘ 24,083 25,825

Amounts owed by group undertakings constitute loans which have terms of more than one year, are
unsecured and carry interest at a variable rate between 2.35% and 6.25%. At 31 March 2021 interest
rates for Group loan debtors was 2.29% the loan is due to mature in 2024.

2021 2020
£000 £000
Due within one year
Trade debtors 2,684 2,802
Amounts owed by group companies 854 1,350
Other debtors 314 406
Prepayments and accrued income 120 174
3,972 4,732

The terms of loans owed by group companies vary; expiry of these ranges from 2022-2027. The loans
are unsecured and carry interest at a variable rate between 0.99% and 6.25%.
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The terms of loans owed by group companies vary; expiry of these ranges from 2022-2027. The loans
are unsecured and carry interest at a variable rate between 0.99% and 6.25%.

19 Cash and cash equivalents

2021 2020
£000 £000
Cash at bank and in hand 493 1,611
20 Creditors: Amounts falling due within one year
2021 2020
£000 £000
Trade creditors 4,715 5,860
Amounts owed to other group undertakings 293 186
Taxation and social security 9 8
Other creditors 97 53
Accruals and deferred income 374 445
5,488 6,552
21 Creditors: Amounts falling due after more than one year
2021 2020
£000 £000
Amounts owed to group undertaking 37,935 37,934

Amounts owed to group undertakings constitute loans which have terms of more than one year, are
unsecured and carry interest at a variable rate between 2.26% and 4.83%. At 31 March 2020 interest
rates for Group loan creditors was 2.29% and 4.83%. Creditor loans are due to mature in 2028 and 2038.

22 Financial instruments

2021 2020

£000 £000
Financial assets
Financial assets measured at fair value through profit and loss 493 1,611
Financial assets that are debt instruments measured at 26,871 28,737
amortised cost

27,363 30,348

Financial liabilities
Financial liabilities measured at amortised cost (44,233) (46,005)
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23 Provisions

Reorganisation
and Leasehold
commitments

£000
At 1 April 2020 4,620
Provision utilised (3,406)
At 31 March 2021 1,213

The £1.2m (2020: £4.6m) reorganisation and leasehold commitments provision relates to dilapidations
for leasehold property of £1.1m (2020: £1.1m), £96k (2020: £3.5m) relates to the closure of the Dunstable

site.

Dilapidations
The Company leases a site in Ashton where it is required to complete dilapidation and reinstatement work

before the end of the tenancy. The amount shown above represents the Company’s best estimate of the
expectation arising from the reinstatement of Ashton property, this expectation is based. The expected
utilisation of the provision ranges between one and five years. )
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24 Deferred taxation
Deferred tax
£000
At 1 April 2020 1,683
Movement in the year (137)
At 31 March 2021 1,546

In respect of prior year:
Deferred tax

£000

At 1 April 2018 1,322

Movement in the year 361

At 31 March 2019 1,683
The deferred tax asset is made up as follows:

2021 2020

£000 £000

Retirement benefit liabilities - (308)

Tax losses 1,546 1,683

Deferred tax is only recognised to the extent that it will be recoverable in future periods; unrecognised
deferred tax is made up as follows:

2021 2020
£000 £000
Accelerated capital allowances 2,746 2,850
Short term timing differences 86 64
Tax losses 91 91
2,923 3,005

At the balance sheet date, Scapa UK Limited has unused tax losses of £1,637k (2020: £1,775k) available for
offset against future profits. A deferred tax asset has been recognised in respect of £8m (2020: £9m) of such
losses given uncertainty over the timing of utilisation relating to future profitability. The losses may be carried
forward indefinitely.

25 Share capital

2021 2020
£ £

Authorised, allotted, called up and fully paid
4 (2020:4) Ordinary shares of £1 each 4 4

The Company has one class of ordinary shares which carry no right to fixed income.
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26

27

Reserves

Profit & loss account

The profit and loss reserve represents cumulative profits and losses, net of dividends.
Pension commitments

(a) Defined contribution scheme

The Company operates a defined contribution scheme in the UK. Employer’s contributions are charged
to the profit and loss account as incurred. The total pension cost for the Company in respect of this scheme
for the year ended 31 March 2021 was £0.3m (2020: £0.3m). There are no outstanding contributions as
at 31st March 2021.

(b) Defined benefit schemes

The Company is a sponsoring employer to the Scapa Group Limited Pension Scheme, which has the
assets and liabilities of former UK employees. The scheme has been closed to new members and future
accrual since 2007/08 and is wholly funded by the sponsoring employers, Scapa Group Limited and
Scapa UK Ltd. The assets of the scheme are held separately from the Company under Trust and both
the assets and liabilities are held on a non-sectionalised basis. The scheme is managed by a professional
trustee.

The IAS 19 Retirement valuations have been updated from the prior year using the formal triennial
actuarial valuation calculations carried out as at 1 April 2020 (completed in January 2021), in order to
assess the liabilities of the schemes at 31 March 2021. Scheme assets are stated at their market value
at 31 March 2021. The next formal triennial valuation is due on 1 April 2023 and will be completed no later
than 30 September 2024.

The expected investment returns have been calculated using the weighted average of the expected
investment returns for the different asset classes. The expected return on investments for the UK scheme
is set out in the table in this note.

The assumptions relating to UK longevity underlying the pension liabilities at the balance sheet date are
based on standard actuarial mortality tables, with adjustments to reflect actual experience. For the year
to 31 March 2021, the IAS 19 calculations have been performed using standard actuarial tables known
as S2PA. Future improvements in mortality have been allowed for using the core CMI 2020 model, with
a long-term rate of improvement of 1.25% per annum. In the current year these tables have then been
adjusted with a loading to reflect the geographic membership profile of the scheme. During the year to
March 2016 a postcode mortality exercise was conducted on the scheme’s membership. The results of
this' exercise showed that a best estimate adjustment to the base table used by the formal triennial
actuarial valuation was 115% for all members. This assumption, reducing the expected longevity of
members, has been used in the March 2020 disclosures.
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27 Pension commitments (continued)
Actuarial assumption sensitivities

The calculation of the schemes’ deficits is sensitive to changes in the underlying assumptions listed
above. The follow tables show the approximate effect to Scapa UK from changes in the key assumptions
on the UK scheme’s liabilities (and deficit) at the year end. These are approximate and only show the
likely effect of an assumption being adjusted whilst all other assumptions remain the same.

2021
£000
Rate of inflation
Change in the year end liabilities from a 0.5% increase in the
assumed rate of inflation 1,565
Change in the year end liabilities from a 0.5% decrease in the
assumed rate of inflation : (1,531)
Discount Rate
Change in the year end liabilities from a 0.5% increase in the
assumed rate of discount (3,064)
Change in the year end liabilities from a 0.5% decrease in the
assumed rate of discount 3,397
Mortality
Life expectancy of members increases by 1 year 2,597
Life expectancy of members deceases by 1 year (2,564)
Current pensioners (years):
Male life expectancy at age 65 85.5
Female life expectancy at age 65 87.5
Future pensioners (years):
Male life expectancy at age 65 (currently aged 45) 86.7
Female life expectancy at age 65 (currently aged 45) 89.0
Amounts recognised in the balance sheet are determined as
follows: 2021 2020
£000 £000
Scapa UK scheme
UK equities 99 -
Overseas equities 3,438 6,095
Corporate bonds 28,062 25,026
Fixed interest government bonds 7,451 6,553
Index-linked government bonds 7,915 4,392
Property 862 633
Hedge funds 1,603 1,325
Cash and cash equivalents 876 2,361
Total market value of assets* 50,305 46,385
Present value of scheme liabilities (48,301) (45,000}
Surplus restriction (618) (1,385)
Net deficit in the schemes 1,386 -

*No quoted market price in active market for the UK Scheme investments for 2020 (2019:nil)

37



Scapa UK Limited

Notes to the financial statements (continued)
For the Year Ended 31 March 2021

27 Pension commitments (continued)

2021 2020
£000 £000
Reconciliation of present value of plan liabilities
At the beginning of the year (45,000) (48,439)
Current service costs (25) -
Interest income (980) (1,100)
Changes in assumptions (5,212) 1,294
Benefits paid 2,916 3,245
At the end of the year (48,301) (45,000)
2021 2020
£000 £000
Reconciliation of present value of plan assets
At the beginning of the year 46,385 47,714
Expected return on scheme assets 1,032 1,088
Net Interest Income on scheme assets 3,708 105
Contributions paid ' 2,094 723
Benefits paid (2,916) (3,245)
At the end of the year 50,303 46,385
2021 2020
£000 £000
Fair value of plan assets . 50,305 46,385
Present value of plan liabilities (48,301) (45,000)
Surplus restriction (618) (1,385)
At the end of the year 1,386 -
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The amounts recognised in the profit and loss account are as follows:

2021 2020
£000 £000
Interest on scheme 27 (11)
Total 27 (11)
Net Interest Income on scheme assets 3,708 105
Contributions paid 2,094 722
Changes in assumptions underlying the present value of the
scheme liabilities:
- Financial assumptions (5,212) 1,294
590 2,121
2021 2020
£000 £000
Actuarial gains 590 2,121
2021 2020
£000 £000
Opening fair value of scheme - (725)
Expenses in the P&L 27 (11)
Actual return on scheme assets 3,708 105
Contributions paid 2,094 722
Change in assumptions (5,212) 1,294

Change in surplus restriction {618) (1,385)

Key financial assumptions used to calculate scheme liabilities under IAS 19:

2021 2020

% %

Discount rate 1.95 2.25
Price Inflation (RPI) 3.25 1.55
Price Inflation (CPI) 2.55 2.50
Future pension increase - RPI max 5% 3.17 2.50
Future pension increase - RPI max 3% 2.56 2.16
Amount of pension commuted for cash 25.00 25.00
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28

29

30

Amounts for the current and previous four years are as follows:

Defined benefit pension schemes

2021 2020 2019 2018 2017
£000 £000 £000 £000 £000
Defined benefit obligation (48,301) (45,000) (48,439) (51,020) (55,701)
Fair value of plan assets 50,304 46,385 47,714 46,347 47,735
Loss due to change in asset
restriction (618) (1,385) - - -
Net liability (1,385) - (725) (4,673) (7,966)
Experience adjustments on
scheme liabilities (5,212) 1,298 1,433 1,994 (8,066)
Experience adjustments on
scheme assets 3,708 1,088 1,139 1,134 6,954

Related party transactions

The pension scheme is a related party to the Company; there were no contributions outstanding at the
year end. The Company is exempt under the terms of FRS 101 paragraph 8(j) from disclosing related
party transactions entered into between two or more members of a group provided that any subsidiary
which is party to a transaction is wholly owned by a member. There are no other related party
transactions.

Controlling party

The Company’s immediate parent Company is Porritts & Spencer Limited, a company incorporated in
England. The ultimate parent undertaking and controlling party is SWM Intl.,, which is the parent
undertaking of the smallest and largest group to consolidate these financial statements. Copies of the
consolidated financial statements of SWM Intl. may be obtained from its registered office, from the
Company Secretary, Schweitzer-Mauduit International Inc., 100 North Point, Center East, Suite 600
Alpharetta, Georgia, 30022-8246, USA.

Events after the reporting date

On 15t of April 2021 Scapa Group Limited was purchased by SWM International Inc.
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