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STRATEGIC REPORT

Introduction

This strategic report has been prepared in accordance with the requirements of Section 414 of the Companies
Act 2006. Its purpose is to inform shareholders and help them to assess how the directors have performed
their duty to promote the success of CPl Mortars Limited (the “Company”).

Principal activity
The principal activity of the Company is that of manufacturlng dry. mortar for the UK market and the
~ development and manufacture of packed building products and material.

Business review

The results for the year ended 31 December 2021,the balance sheet and statement of changes in equity at 31
December 2021 are set out on pages 12, 13 and 14. The directors recommended and paid a dividend of £9m
(2020: £7m) on ordinary shares and £15,992 (2020 £14,399) on ‘A’ preference shares.

The Company recorded increases. in sales and profits as the impact of the worldwide pandemic lessened and
our key markets began to stabilise.

Health and safety

The Company is committed to achieving the best practicable standard of health and safety and considers
health and safety to be an important element in the overall management of the business. The Company
actively works to identify and minimise health and safety risks and aims to ensure that all reasonable
precautions are taken to provide and maintain conditions for employees, customers and visitors alike that are
safe and healthy, and in compliance with statutory requirements.

Key performance indicators
The directors believe that the following indicators will provide stakeholders with suffi C|ent mformatlon to
assess how effectively the Company is performing:

2021 2020 Change
£'000 £'000 %
Turnover (continuing operations) | V 68,470 56,337 22%
Operating profit - 14123 9,809 44%
Operating margjn 21% | 17%
Average Headcount : | 199 184

Turnover from continuing operations increased by 22% during the year with recovery primarily in the housing
sector as the impact of Covid-19 lessened and Government restrictions started to ease. Volumes were higher
than in 2020, despite supply chain shortages of cement and disruption of build programmes of customers
caused by the pandemic. Underlying demand for new houses remained strong. Operating profit and margin
were directly .impacted by volume increase and continued cost inflation however this was managed by
favourable pricing trends and stringent cost control.

Future developments ,
2022 has started in line with expectations and the directors believe that Government policies to support the
residential construction sector will be positive for the company in the short to medium term.
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STRATEGIC REPORT - continued

Principal risks and uncertainties

The risks and uncertainties faced by the business are those typical of the concrete products sector.
Influences include the level of competitor investment and activity and major new entrants to the market in
which we operate as well as inflationary pressures on raw materials. These risks are mitigated by the
Company'’s historical financial security, long standing reputation and tradition within the sector and the ability
to absorb or redirect cost increases. The directors consider the Company'’s financial risk profile to be low.

Financial risk management objectives and policies
The Company's activities expose it to a number of financial risks including credit, cash flow and liquidity risks
alongside external economy risk of downturn.

Underlying demand for new houses remains strong with most sectors returning to pre Covid levels of output.

The Company'’s exposure to customer credit risk is diversified over a large customer base and the incidence
of default by customers is currently in line with long-term trend rates. Past-due receivables are monitored and
actively managed on an on-going basis and bad debt provisions are made as required. The maximum
exposure to credit risk is the carrying amount of bank and debtors on the balance sheet (page 13).

The Company actively manages exposure to commodity price rises by securing fixed procurement deals
where possible and monitors all operation costs on a constant basis to minimise exposure in the event of a
downturn in the UK economy.

The Company adopts a prudent approach to liquidity management and to mitigate against cash flow and
liquidity risk continuously monitors forecasted and actual cash flows and maintains sufficient cash reserves to
meet its obligations.

Employment of disabled persons
All applications for employment from disabled persons are given full and fair consideration, due regard being
given to the aptitude and ability of the individual and the requirements of the position concerned.

Disabled persons are treated on equal terms with other employees as regards to training, career development
and promotion. In the event of an existing employee becoming disabled, every effort is made to ensure
continuity of employment, and that appropriate training is given where necessary.

Statement on Section 172(1) of the Companies Act 2006

The directors of the Company, in line with their duties under s172 of the Companies Act 2006, act in a way
that they consider, in good faith, would be most likely to promote the success of the Company for the benefit
of its members as a whole, and in doing so have regard to a range of matters when making decisions for the
long term.

The directors consider the potential impact of decisions on relevant stakeholders such as the company’s
employees, suppliers and customers while also having regard to a range of broader factors including the
impact of the Company’s operations on the community and environment and ensuring responsible business
practices.

Many of the s172 factors considered by the Company can be found within the 2021 Annual Report and
Accounts of the Company’s holding company, Grafton Group plc, in particular as part of the Sustainability
Report. Further detail on how the Company addresses these duties is set out below:

Impact of the Company’s operations on the community and environment

CPI Mortars Limited recognises the increasingly significant role that effective environmental management has

to play in its business and acknowledges its corporate responsibilities in this field. All manufacturing locations

are accredited to the ISO 14001 Environmental Management standard and the BES 6001 Responsible .
Sourcing of Construction Products. The adoption of these standards has supported the development of our

environmental systems and risk management in this area.
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CPI Mortars Limited

STRATEGIC REPORT - continued
Greenhouse Gas Emissions

The company kept a continued focus on reducing COz emissions in 2021 through a number of ihitiatives
including further growth of renewable energy sources with targets driven by our Sustainability Program.

Over recent years the company has reinvested and modernised its commercial fleet and in 2021 operated
with a significant majority of vehicles that comply with the latest and most stringent Euro 6 low emissions
standard.

Pollution and Waste

CPI strives to reduce waste sent to landfill by recycling of previously designated landfill waste.

Products and Supply Chain

The Company recognises the importance of supplying renewable and sustainable products. We actively
promote responsible sourcing throughout our supply chain and have established measures within our
company to ensure that we are continually improving our environmental performance.

Community and Charity support

The company is proud to support a range of community and charity initiatives. As pandemic restrictions lift,
CPI Mortars Limited will once again work with schools in the communities in which we operate to provide
vulnerable road user training days to schools following on from our introduction of this initiative in 2019. In

2021, we donated over £16,000 to charities including our annual colleague step challenge in September
which saw us contribute over £7,000 in support of various local and national charities.

The likely consequences of any decision in the long term

Decision making at Board and senior management level takes account of the long-term financial strategy of
the Company and the overall Grafton Group, and on the requirement to maximise long term returns for the
Grafton Group’s shareholders and the long-term interests of the company’s colleagues and other stakeholders
as set out below.

Financial strategy is based around the pillars of revenue growth, operating profit margin growth, optimising
capital turn and return on capital employed, and on generating strong cash flow from operations.

The Company operates a business risk register to identify, manage and mitigate key and emerging risks.
Business risk management also links with the wider Grafton Group risk management process where
appropriate. .

The interests of the company’s employees

Employee engagement

The success of the Company is dependent on the contribution and commitment of its employees. Where
appropriate, employees are provided with incentives through remuneration policies that promote and
encourage commitment and reward achievement. The Company provides appropriate training in order to
satisfy business needs and to develop the talents and skills of employees benefiting the individual, the
Company and its customers. There are well established consultative and negotiating arrangements involving
employees to ensure that employee’s views are considered in relation to employment conditions, health and
safety, welfare and training issues.

Periodic engagement surveys are carried out which allow colleagues to provide feedback to management.
Action plans to address key issues arising from the surveys are developed and monitored.

A Grafton Group Colleague Forum has been established which provides directors of the parent company with
valuable insight into the views and interests of Company colleagues. A CPI “Let's Talk” forum was also
established to encourage colleagues to have greater input into some key strategy and business initiative
decisions.
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STRATEGIC REPORT - continued

Relationships with suppliers and customers

Supplier management operates with a balance of direct procurement whereby individual businesses engage
directly with local and national suppliers, alongside a combined procurement team across a number of
business units. Additional support from the Group umbrella procurement function is available when required..

Customer service is a key priority for the Company and customer needs are prioritised when formulating
strategy and making business decisions. Management of customers, marketing and brand is carried by the
business with post-purchase customer satisfaction surveys in place designed to provide insight into customer
experiences, identify areas for improvement and channel feedback to branch colleagues.

Corporate Governance and Business Conduct

The Directors are cognisant of the need to maintain high standards of business conduct and the Company
adheres to the Grafton Group Code of Business Conduct and Ethics which is supported by policies including
for Equality, Diversity and Inclusion, Anti-Bribery and Corruption, Modern Slavery, and Timber Sourcing,
which are reinforced through mandatory training for colleagues.

The Company operates as part of a decentralised Group organisational structure that confers significant
autonomy on local management teams. Operational and management boards are in place within each
Business Unit, supported by appropriate controls at Company and Group level. The CEO of the Company
reports directly to the Group CEO. The CEO and Finance Director of the Company maintain regular contact
with the Group CEO, CFO and Financial Controller/Company Secretary, the Group CEO and CFO are
members of the Board of Directors of the Company.

The Company avails of support as required from Grafton Group functions for areas such as procurement,
health and safety, environmental, tax, company secretarial and internal audit, and external advisors are
engaged as required. A robust internal audit is carried out both at business unit level by colleagues
independent of the branch which is supported by wholly independent audits conducted by the Grafton Group
Internal Audit function.

Grafton Group has issued a Modern Slavery Policy Statement in respect of the year ended 31 December
2021, which is available on its website graftonplc.com and which applies to the Company and other Group

companies. This describes Grafton’s policy on forced or involuntary labour and describes the safeguards that
the Grafton Group and its businesses have in place to mitigate against the risk of modern slavery.

On behalf of the board

Larry Dale

L. vale
Director

22 June 2022
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DIRECTORS' REPORT

The directors present their annual report and the audlted financial statements of the Company for the year
ended 31 December 2021.

Strateglc report

The principal activities of the Company a business review, key performance indicators, likely future
developments, the principal risks and uncertainties, employment of disabled persons, employee engagement,
relationships with suppliers and customers and financial risk management objectives and policies of the
Company have not been included in this report as they are disclosed in the strategic report on pages 2 to 5.

Directors '
The directors who held offce during the year and at 31 December 2021 are outlined on page 1.

In accordance with the Articles of Association, the directors continue in of‘ﬁce.

None of the directors benefited from qualifying third-party indemnity provisions in place either during the year
or at the date of this report.

Political and charitable donations
The Company made no politicai contributions dunng the year (2020: £Nil). Donations to UK charities
amounted to £16,517 (2020: £12,586).

Post balance sheet events

The Directors will continue to monitor any potential impact of Covid-19 and take all possmle steps to mitigate
any adverse effects on the operations of the company. The directors are also monitoring events relating to the
war in Ukraine at this time but it is too early to make an assessment of the likely adverse impact on the
Company. There have been no adverse effects on the operations of the Company since year-end.

There were no other matenal events since the year end which require adjustment or disclosure in these -
accounts.

Going Concern
The Board of Directors have concluded that the Company has adequate resources to continue in existence for
the foreseeable future. 4

At 31 December 2021 the Company had net current liabilities of £20,868,260 including a net liability due to
Group companies of £25,549,550. The ultimate parent undertaking, Grafton Group plc, has undertaken to
continue to provide financial support to enable the Company to continue trading and meet its financial
obligations as they fall due for payment for a penod of not less than one year from the date of approval of the
financial statements.

The Board is satisfied that the going concern basis is appropriate in the preparation of these financial
statements.
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DIRECTORS' REPORT - continued

Disclosure of information to auditors

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

Statutory Independent Auditors

The statutory auditors, PricewaterhouseCoopers, have |nd|cated their willingness to continue in office, and a
resolution that they be re-appointed will be proposed at the Annual General Meeting.

On behalf of the board

Larry Dale

Director

22 June 2022
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STATEMENT OF DIRECTORS' RESPONSIBILITIES

The directors are responsible for prepanng the annual 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 prepared the financial statements in accordance with United Kingdom Generally Accepted
Accounting Practice (United Kingdom) Standards, comprising FRS 101 “Reduced Disclosure Framework™,
and applicable law (United Kingdom Generally Accepted Accounting Practice). )

Under company law 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:

o select suitable accounting policies and then apply them consistently;

¢ make judgements and accounting estimates that are feasonable and prudent;

¢ state whether applicable United Kingdom Accounting Standards, comprising FRS 101 have been
followed, subject to any material departures disclosed and explained in the financial statements;

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

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.

The directors are responsible for the maintenance and integrity of the Company’s website. Legislation in the

United. Klngdom governing the preparatlon and dissemination of financial statements may differ from
legislation in other jurisdictions.

On behalf of the board

Lorvy Dale

L. vaie
Director

22 June 2022
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Independent auditors’ report to the members of CPI
Mortars Limited

Report on the audit of the financial statements

Opinion
In our opinion, CPI Mortars Limited’s financial statements:

e give a true and fair view of the state of the company’s affaxrs as at 31 December 2021 and of its profit for the year
then ended;

e have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Practice
(United Kingdom Accounting Standards, comprising FRS 101 “Reduced Disclosure Framework”, and
applicable law); and

e  have been prepared in accordance with the requirements of the Companies Act 2006.
We have audited the financial statements, included within the Annual Report, which comprise:
e the balance sheet as at 31 December 2021;
» the statement of proﬁi and loss and other comprehensive income for the year then ended;
e the statement of changes in equity for the year then ended;

« the notes to the financial statements , which include a description of the significant accounting policies.

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 obtained is sufficient and appropriate to
provide a basis for our opinion.

Independence

We remained independent of the company 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 and we have fulfilled our other ethical
responsibilities in accordance with these requirements.

Conclusions relating to going concern

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.

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.

However, because not all future events or conditions can be predicted, this conclusion is not a guarantee as to the
company's ability to continue as a going concern.

Our responsibilities and the responsibilities of the directors 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 directors are responsible for the other information. Our 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.
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In connection with our audit of the financial statements, 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 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 undertaken in the course of the audit, the Companies Act 2006 requires us also to report certain
opinions and matters as described below.

Strategic report and Directors’ Report

In our opinion, based on the work undertaken in the course of the audit, the information given in the Strategic report and
Directors’ Report for the year ended 31 December 2021 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 company and its environment obtained in the course of the audit, we
did not identify any material misstatements in the Strategic report and Directors’ Report.

Responsibilities for the financial statements and the audit
Responsibilities of the directors for the financial statements

As explained more fully in the Statement of directors’ responsibilities, the directors 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 directors 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 directors are responsible for assessing the company’s ability to continue as a
going concern, disclosing, as applicable, matters related to going concern and using the going concern basis of accounting
unless the directors either intend to liquidate the company or to cease operations, or have no realistic alternative but to do
so.

Auditors’ 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 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 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.

Our audit testing might include testing complete populations of certain transactions and balances, possibly using data
auditing techniques. However, it typically involves selecting a limited number of items for testing, rather than testing
complete populations. We will often seek to target particular 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.

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.

Based on our understanding of the company and industry, we identified that the principal risks of non-compliance with
laws and regulations related to environmental legislation and the Companies Act 2006, and we considered the extent to
which non-compliance might have a material effect on the financial statements. We also considered those laws and
regulations that have a direct impact on the financial statements such as the Companies Act 2006. We evaluated
management’s incentives and opportunities for fraudulent manipulation of the financial statements (including the risk of
override of controls), and determined that the principal risks were related to unusual journals that increase profit and
manipulation of accounting estimates. Audit procedures performed by the engagement team included:

10
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* Enquiries with management around actual and potential litigation and claims;

s  Performing fra.ud enquiries and applying professional scepticism in our interactions with management;
e  Testing journal entries and other adjustments for appropriateness, and testing of accounting estimates;
e  Substantive testing of material balances and performing certain unpredictable procedures.

There are inherent limitations 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
statements. Also, the risk of not detecting a material misstatement 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.

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 auditors’ report.

Use of this report

This report, including the opinions, has been prepared for and only 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 to any other person to whom this report is shown or into whose hands it
may come save where expressly agreed by our prior consent in writing.

Other required. reporting

Companies Act 2006 exception reporting
Under the Companies Act 2006 we are required to report to you if, in our opinion:
" e we have not obtained all the information and explanations we require for our audit; or

. adequ.ate accounting records have not been kept by the company, or returns adequate for our audit have not been
received from branches not visited by us; or

e certain disclosures of directors’ remuneration specified by law are not made; or
e the financial statements are not in agreement with the accounting records and returns.

We have no exceptions to report arising from this responsibility.

Aobleme

John Dunne (Senior Statutory Auditor)

for and on behalf of PricewaterhouseCoopers
Chartered Accountants and Statutory Auditors
Dublin, Ireland

29 June 2022

11
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STATEMENT OF PROFIT AND LOSS AND OTHER COMPREHENSIVE INCOME

Financial Year Ended 31 December 2021

Note
Turnover
Operating Costs 2
Operating profit
Profit on disposal of fixed assets
Profit on ordinary activities before interest and taxation
Net interest and dividends (payable) 4
Profit on ordinary activities before taxation
Tax on profit on ordinary activities 5

Profit for the year

Changes in fair value of cash flow hedges

Total other comprehensive expense

Total comprehensive income

The results for the year relate to continuing operations.

2021
STGE

68,470,157

(54,347,191)

2020
STGE

56,337,101

(46,528,366)

14,122,966 9,808,735
4,723 10,308
14,127,689 9,819,043
(74,699) (150,893)
14,052,990 9,668,150
(2,603,312) (2,229,009)
11,449,678 7,439,141
(6,281) (5,861)
(6,281) (5,861)
\

11,443,397 7,433,280

There is no difference between the results as disclosed in the profit and loss account at the end of the year,

as stated above, and their historical cost equivalents.

The notes on pages 15 to 34 are an integral part of the financial statements.

12
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BALANCE SHEET
As at 31 December 2021

Fixed assets
Intangible assets
Tangible assets
Right of use assets

Current assets
Stocks
- Debtors
Bank and cash in hand
Creditors: amounts falling due within one year

Net current liabilities

Total assets less current liabilities

Creditors: amounts falling due after more than one year

Provision for liabilities

Net assets

Capital and reserves
Called-up share capital
Capital contribution reserve
Cash flow hedge reserve
Profit and loss account

" Shareholders’ funds

The notes on pages 15 to 34 are an integral part of the financial statements.

On behalf of the board

vy Dale

L. wdle
Director
22 June 2022

Company Registration Number: 03291462

Note

7
8(a)
8(b)

11

12

13

14

2021 . 2020

STGE STGE
21,040,685 20,479,177
25 962,980 25454 916
2,155,000 2,364,000
49,158,665 48,298,093
1,876,678 1,765,106
60,251,671 59,878,185
10,149,470 7,828,356
72,277,820 69,471,647

(93,140,196)

(92,474,670)

(20,862,376)

(23,003,023)

28,296,288 25,295,070
(4,128,635) (4,333,635)
(1,370,294) (871,851)
22,797,359 20,089,584
2 2

393,263 191,254
(7,675) (1,394)
22,411,769 19,899,722
22,797,359 20,089,584

13
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STATEMENT OF CHANGES IN EQUITY
Financial Year Ended 31 December 2021

Capital
Called-up contribution Profit and Cash Flow
share capital reserve loss account hedge reserve Total
STGE STGE STGE STGE STGE
Balance at 1 January 2020 2 383,624 19,243,850 - 19,627,476
Total comprehensive income ,
for the year
Profit for the financial year . - - 7,439,141 - 7,439,141
Other comprehensive expense - - (5,861) - - (5,861)
Total comprehensive income | - - 7,433,280 - 7,433,280
for the year
Transaction with owners
recorded
directly in equity
Share based payment charge - 30,222 - - 30,222
Transfer from capital - (222,592) 222,592 - -
contribution reserve
Cash Fiow Hedge Reserve - - ‘ - (1,394) (1,394)
Ordinary dividends paid - - (7,000,000) - (7,000,000)
Balance-at 31 December 2020 2 191,254 19,899,722 (1,394) 20,089,584
Balance at 1 January 2021 2 191,254 19,899,722 (1,394) 20,089,584
Total comprehensive income
for the year
Profit for the financial year - - 11,449,678 - 11,449,678
Other comprehensive income - - (6,281) - (6,281)
Total comprehensive income : - - 11,443,397 - 11,443,397
for the year :
Transaction with owners
recorded
directly in equity
Share based payment charge - 264,378 - - 264,378
Transfer from capital - (62,369) 62,369 - -
contribution reserve A
Cash Flow Hedge Reserve - - 6,281 (6,281) -
Ordinary dividends paid - - (9,000,000) - (9,000,000)
" Balance at 31 December 2021 2 393,263 22,411,769 (7,675) 22,797,359

The notes on pages 15 to 34 are an integral part of the financial statements.
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DocuSign Envelope ID: FBD79646-B2C3-4F5D-AD56-BODF366CB63F
CP1 Mortars Limited

NOTES FORMING PART OF THE FINANCIAL STATEMENTS

1

Accounting policies

Basis of preparation
CPI Mortars Ltd (the "Company”) is a company incorporated and domiciled in the United Kingdom.

These financial statements are prepared in accordance with Financial Reporting Standard 101 Reduced
Disclosure Framework (“FRS 101").

In preparing these financial statements, the Company applies the recognition, measurement and
disclosure requirements of International Financial Reporting Standards as adopted by the EU (*Adopted
IFRSs"), but makes amendments where necessary in order to comply with the Companies Act 2006 and
has set out below where advantage of the FRS 101 disclosure exemptions has been taken.

- The Company has used a true and fair view override in respect of the non-amortisation of goodwill. The

UK Companies Act requires goodwill to be reduced by provisions for depreciation on a systematic basis
over a period chosen by the directors, its useful economic life. However, under. IFRS 3 Business
Combinations, goodwill is not amortised. Consequently, the Company does not amortise goodwill, but
reviews it for impairment on an annual basis or whenever there are indicators of impairment. The
Company is therefore invoking a ‘true and fair view override’ to overcome the prohibition on the non-
amortisation of goodwill in the Companies Act.

The following exemptions from the requirements of IFRS have been applied in the preparation of these

financial statements, in accordance with FRS 101:

e Paragraphs 45(b) and 46 to 52 of IFRS 2, ‘Share-based payment’ (details of the number and
weighted-average exercise prices of share options, and how the fair value of goods or services
received was determined).

¢ |FRS 7, 'Financial Instruments: Disclosures’.

e Paragraphs 91 to 99 of IFRS 13, ‘Fair value measurement’ (disclosure of valuation techniques and
inputs used for fair value measurement of assets and liabilities). ’

e Paragraph 38 of IAS 1, ‘Presentation of financial statements’ comparative information reqwrements in
respect of:

(i) paragraph 79(a)(iv) of IAS 1;

(i) paragraph 73(e) of IAS 16 Property, plant and equipment;

(iii) paragraph 118(e) of IAS 38 Intangible assets (reconciliations between the carrying amount at the
beginning and end of the period)

¢ The following paragraphs of IAS 1, 'Presentation of financial statements':

— 10(d), (statement of cash flows)

— 16 (statement of compliance with all IFRS),

— 38A (requirement for minimum of two primary statements, including cash flow statements),
— 38B-D (additional comparative information),

— 111 (cash flow statement information), and

— 134-136 (capital management dlsclosures)

e |AS 7, ‘Statement of cash flows’

e Paragraph 30 and 31 of IAS 8 ‘Accounting policies, changes in accounting estimates and errors’
(requirement for the disclosure of information when an entity has not applied a new IFRS that has
been issued but is not yet effective)

e Paragraph 17 of IAS 24, ‘Related party disclosures’ (key management compensation)

o The requirements in IAS 24, ‘Related party disclosures’ to disclose related party transactions entered
into between two or more members of a group.

¢ The requirements of the second sentence of paragraph 110 and paragraphs 113(a), 114, 115, 118,
119(a) to (c), 120 to 127 and 129 of IFRS 15, ‘Revenue from Contracts with Customers’.

e The requirements of paragraph 52 of IFRS 16 ‘Leases’

For the purposes of FRS 101 reduced disclosure exemptions, equivalent disclosures are included in the
publicly available consolidated financial statements of Grafton Group plc, the ultimate parent of the
Company, which the Company is consolidated into. The consolidated financial statements of Grafton
Group plc are available to the public and can be downloaded free of charge from the Company’s website.
The website is located at www.graftonplc.com.
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CPI Mortars Limited

NOTES FORMING PART OF THE FINANCIAL STATEMENTS — continued

1  Accounting policies — continued

If both criteria are met, the Company adopts- the accounting policy -on the initial recognition and
measurement of lease liabilities and right-of use assets. If a change in the lease terms does not meet the
test outlined above, the Company must modify the initiaily recognised components of the lease contract.

Measurement convention
The financial statements are prepared on the historical cost basis.

Going concern
The Board of Directors have concluded that.the Company has adequate resources to continue in
existence for the foreseeable future.

At 31 December 2021 the Company had net current liabilities of £20,868,260 including a net liability due
to Group companies of £25549,550. The -ultimate parent undertaking, Grafton Group plc, has
undertaken to continue to provide financial support to enable the Company to continue trading and meet
its financial obligations as they fall due for payment for a period of not less than one year from the date of
approval of the financial statements. :

The Board has taken account of the resilience of the Company, it's current position, principal risks facing
the business in severe and reasonable scenarios and the effectiveness of mitigating actions that could be
taken to avoid or reduce the impact or occurrence of the underlying risks that would realistically be open
to them in the circumstances. The Board has also considered the management response to the Covid-19
pandemic.

The Board is satisfied that the going concern basis is appropriate in the preparation of these financial
statements. ) :

Turnover )
Turnover comprises the fair value of consideration receivable for goods supplied to customers in the
ordinary course of the Company’s activities and excludes value added tax.

In general, turnover is recognised to the extent that the Company has satisfied jts performance
obligations to the buyer and the buyer has obtained control of the goods being transferred. This generally
arises when products have either been delivered to or collected by a customer and there is no unfulfilled
obligation that could affect the acceptance of the products.

Turnover 'is recorded based on the price specified in the sales invoices/contracts net of actual and
estimated returns, rebates and any discounts granted and in accordance with the terms of sale.
Accumulated experience is used to estimate returns, rebates and discounts using the expected value
method and turnover is only recognised to the extent that it is highly probable that a significant reversal
will not occur.

Tangible fixed assets

Tangible fixed assets are carried at cost less accumulated depreciation and accumulated impairment
losses. Cost includes the original purchase price, costs directly attributable to bringing the asset to the
location and condition necessary for its intended use, applicable dismantling, removal and restoration
costs and borrowing costs capitalised. Assets in the course of construction are carried at cost. These
assets are not depreciated until they are available for use.
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CPI Mortars Limited

NOTES FORMING PART OF THE FINANCIAL STATEMENTS - continued

1 Accounting policies — continued

Tangible fixed assets — continued
Depreciation, other than on freehold land which is not depreciated, is provided on cost less any
estimated residual value, by equal annual instaiments over the estimated useful lives of the assets. The
estimated useful lives are as follows:

Buildings 50 years
Office equipment 3 -5 years
Plant and machinery 10 - 25 years
Motor vehicles 3 -10years

The assets’ residual values and useful lives are reviewed, and adjusted, if appropriate, at the end of each
financial year. The effect of any change in either residual values or useful lives is accounted for
prospectively.

Subsequent costs are included in the asset's carrying amount or recognised as a separate asset, as
appropriate, only when it is probable that economic benefits associated with the item will flow to the
Company and the cost can be measured reliably. The carrying amount of any replaced component is
derecognised. Major components are treated as separate assets where they have significantly different
patterns of consumption of economic benefits and are depreciated separately over their useful lives.

Repairs, maintenance and minor inspection costs are expensed as incurred.

Tangible fixed assets are derecognised on disposal or when no future economic benefits are expected.
On disposal, the difference between the net disposal proceeds and the carrying amount is recognised in
profit or loss.

Impairment of non-financial assets

At the end of each financial year non-financial assets not carried at fair value are assessed to determine
whether there is an indication that the asset (or asset's cash-generating unit) may be impaired. If there is
such an indication the recoverable amount of the asset (or asset's cash-generating unit) is estimated.
The recoverable amount of the asset (or cash-generating unit) is the higher of its fair value less costs to
sell and its value in use. Value in use is the present value of the future cash flows expected to be derived
from continuing use of the asset (or cash-generating unit) and from its ultimate disposal.

If the recoverable amount of the asset (or cash-generating unit) is less than the carrying amount of the
asset (or cash-generating unit) the carrying amount is reduced to its recoverable amount. An impairment
loss is recognised in profit or loss. If an impairment loss reverses (the reasons for the impairment loss
have ceased to apply), the carrying amount of the asset (or asset’'s cash-generating unit) is increased to
the revised estimate of its recoverable amount, but only to the extent that the revised carrying amount
does not exceed the carrying amount that would have been determined (net of depreciation) had no
impairment loss been recognised in prior financial years.

Intangible assets (computer software)

Acquired computer software, including computer software which is not an integrated part of an item of
computer hardware, is stated at cost less any accumulated amortisation and any accumulated
impairment losses. Cost comprises purchase price and any other directly attributable costs.

Computer software'is recognised if it meets the following criteria:

an asset can be separately identified;

it is probable that the asset created will generate future economic benefits;

the development cost of the asset can be measured reliably;

it is probable that the expected future economic benefits that are attributable to the asset will flow to
the entity; and

o the cost of the asset can be measured reliably.
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CPI Mortars Limited

NOTES FORMING PART OF THE FINANCIAL STATEMENTS - continued

1 Accounting policies — continued

Intangible assets (computer software) — continued

Costs relating to the development of computer software for internal use are capitalised once the

recognition criteria outlined above are met. Computer software is amortised over its expected useful life,
- which ranges from 4 to 10 years, by charging equal instalments to the profit and loss account from when

the assets are ready for use.

Leases

Identification of leases

The identification of leases involves judgement as IFRS 16 defines a lease as a contract (or part of a
contract) that, for a period of time in exchange for consideration, conveys the right to:

+ control an identified asset;

+ obtain substantially all economic benefits from use of the asset; and

+ direct the use of the asset

The Company has availed of the practical expedient available on transition to IFRS 16 not to reassess
whether a contract is or contains a lease. Accordingly, the definition of a lease in accordance with IAS 17
and the guidance in IFRIC 4 will continue to be applied to those leases entered into or modified before 1
January 2019.

Lease term .

The lease term is the non-cancellable period for which the Company has the right to use an underlying

asset together with:

« periods covered by an option to extend the lease if the Company is reasonably certain to exercise that
option; and

+ periods covered by an option to terminate the lease if the Company is reasonably certain not to
exercise that option.

This assessment involves the exercise of judgement by the Company.

Initial measurement of lease liability _
The lease liability is initially measured at the present value of the lease payments that are payable for the
lease term, discounted using the incremental borrowing rate.

Lease payments included in the measurement of the lease liability comprise:

- fixed lease payments (including in-substance fixed payments);

+ variable lease payments that depend on an index or rate, initially measured using the index or rate at
the commencement date;

+ the amount expected to be payable by the lessee under residual value guarantees (e.g. if the fair
value of the asset at the end of the lease term is below an agreed amount, the lessee would pay to
the lessor an amount equal to the difference between the fair value and agreed amount);

» the exercise price of purchase options, if the lessee is reasonably certain to exercise the options; and

+ payments of penalties for terminating the lease, if the lease term reflects the exercise of an option to
terminate the lease.

The lease Iiability does not include variable elements which are dependent on external factors, e.g.
payments that are based on turnover. Instead, such variable elements are recognised directly in the
income statement.

Judgements applied include determining the lease term for those leases with termination or extension
options and the discount rate used which is based on incremental borrowing rate. Such judgements
could impact the lease term and significantly the resultant lease liability and right-of-use asset
recognised.
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CPI Mortars Limited

NOTES FORMING PART OF THE FINANCIAL STATEMENTS - continued

1  Accounting policies — continued

Where a lease agreement contains a clause to restore the asset to a specified condition i.e. dilapidation
costs, the Company recognises a provision for dilapidations under IAS 37 in its Balance Sheet.

Initial measurement of right-of-use asset

The right-of-use asset comprises the amount of the initial measurement of the lease liability, adjusted for:
- any lease payments made at or before the commencement date, less any lease incentives

+ any initial direct costs incurred by the Company.

Subsequent measurement of lease liability

The lease liability is subsequently measured by increasing the carrying amount to reflect interest on the
lease liability (using the effective interest method) and by reducing the carrying amount to reflect the
lease payments made.

The Company remeasures the lease liability (and makes a corresponding adjustment to the related right-

of-use asset) whenever:

» the lease term has changed or there is a change in the assessment of exercise of a purchase option,
in which case the lease liability is remeasured by discounting the revised lease payments using a
revised discount rate.

» the lease payments change due to changes in an index or rate or a change in expected payment
under a guaranteed residual value, in which cases the lease liability is remeasured by discounting the
revised lease payments using the initial discount rate (unless the lease payments change is due to a
change in a floating interest rate, in which case a revised discount rate is used).

» a lease contract is modified and the lease modification is not accounted for as a separate lease, in
which case the lease liability is remeasured by discounting the revised lease payments using a
revised discount rate.

The Company did not make any material adjustments outlined above during the periods presented.

Subsequent measurement of right-of-use asset

After initial measurement, the right-of-use assets are measured at cost less accumulated depreciation,
adjusted for:

» any impairment losses in accordance with IAS 36 Impairment of Assets

+ any remeasurement of the lease liability.

Right-of-use assets are depreciated over the shorter period of the lease term and useful life of the
underlying asset. If a lease transfers ownership of the underlying asset or the cost of the right-of-use
asset reflects that the Company expects to exercise a purchase option, the related right-of-use asset is
depreciated over the useful life of the underlying asset.

Lease modifications
A lease modification is a change to the original terms and conditions of the lease. The effective date of
the modification is deemed to be the date when both parties agree to a lease modification.

A lease madification is accounted for as a separate lease if:

« the modification increases the scope of the lease by adding the right to use one or more underlying
assets; and

« the consideration for the lease increases by an amount commensurate with the standalone price for
the increase in scope of the lease.

Inventories

Inventories are valued at the lower of cost and net realisable value. Cost is based on the first-in, first-out
principle and includes all expenditure incurred in acquiring the inventories and bringing them to their
present location and condition. Raw materials are valued on the basis of purchase cost on a first-in, first-
out basis. In the case of finished goods and work-in-progress, cost includes direct materials, direct labour
and attributable overheads based on normal operating capacity and excludes borrowing costs. Net
realisable value is the estimated proceeds of sale less all further costs to completion and less all cost to
be incurred in marketing, selling and distribution.
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NOTES FORMING PART OF THE FINANCIAL STATEMENTS - continued

1

Accounting policies — continued

Income tax

Income tax in the income statement represents the sum of the current tax and deferred tax. Income tax is
recognised in the income statement except to the extent that it relates to items recognised directly in other
comprehensive income.

Current tax is based on taxable profit and represents the expected tax payable for the year. Taxable profit
differs from net profit 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 certain items that are not tax
deductible including property depreciation. The liability for current tax is calculated using rates that have
been enacted or substantively enacted at the balance sheet date. The income tax charge reflects various
allowances and reliefs and planning opportunities available in the tax jurisdictions in which the Company
operates. The determination of the charge for income tax in the income statement requires estimates to
be made, on the basis of professional advice, in relation to certain matters where the ultimate outcome
may not be certain and where an extended period may be required before such matters are determined.

The estimates for income tax included in the financial statements are considered appropriate but no
assurance can be given that the final determination of these matters will not be materially different to the
estimates included in the financial statements.

Deferred tax is provided, using the liability method, on all temporary difference between the carrying
amounts of assets and liabilities for financial reporting purposes and the amounts used for taxation
purposes. Deferred tax assets and liabilities are measured at the tax rates that are expected to apply in
the year when the asset is realised or the liability is settled based on rates that have been enacted or
substantively enacted at the balance sheet date.

Deferred tax assets and liabilities are not recognised for the following temporary differences:

Goodwill that is not deductible for tax purposes;
Temporary differences arising from the initial recognition of an asset or liability in a transaction that is
not a business combination and, at the time of the transaction, affects neither the accounting profit or
taxable profit or loss; and

o Temporary differences associated with investments in subsidiaries in which case deferred tax is only
recognised to the extent that it is probable that the temporary differences will 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 longer probable that sufficient taxable profit would be available to allow all or part of the
deferred tax asset to be utilised.

Foreign currencies

The financial statements are presented in ‘Pounds Sterling’ (STGE) which is also the Company's
functional currency. Transactions in foreign currencies are recorded at the rate ruling at the date of the
transactions. Monetary assets and liabilities denominated in foreign currencies are retranslated at the rate
of exchange ruling at the balance sheet date. All differences are taken to the profit and loss account,
within operating costs. Non-monetary items measured at historical cost are translated using the exchange
rate at the date of the transaction.

Employee benefits

(i) Short term employee benefits
Short term employee benefits, including wages and salaries, paid holiday arrangements and other
similar non-monetary benefits, are recognised as an expense in the financial year in which employees
render the related service.

(i) Retirement benefit costs (defined contribution) .
The Company operates as part of a group, a defined contribution pension scheme for the benefit of
certain employees and directors. The retirement benefit costs charged against profits represent the
amount of the contributions payable to the scheme in respect of the accounting period.
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NOTES FORMING PART OF THE FINANCIAL STATEMENTS - continued

~

1 Accounting policies — continued

Debtors

Trade and other receivables are amounts due from customers for merchandlse sold or services
performed in the ordinary course of business. If collection is expected in one year or less (or in the normal
operating cycle of the business if longer), they are classified as current assets. If not, they are presented
as non-current assets. Trade and other receivables are recognised initially at fair value and subsequently
measured at amortised cost using the effective interest method, less provision for impairment.

Bank and cash in hand
Bank and cash in hand includes cash in hand, deposits held at call with banks, other short term highly
liquid investments with original maturities of three months or less.

Impairment of financial assets
The Company has three types of financial assets that are subject to the expected credit loss model:

e trade and other debtors
e amounts due from Group companies
o cash at bank

For trade debtors, including intercompany trade debtors, the Company applies the simplified approach
and provision is made using the expected credit loss model which uses a lifetime expected loss allowance

. for all trade debtors. To measure the expected credit losses, debtors are grouped based on shared credit
risk characteristics: and days past due. The Company also considered any forward looking macro-
economic factors when measuring expected losses.

For amounts due from Group companies, the Company applies the general approach to provisioning for
expected credit losses. The general expected credit loss model requires the calculation of 12 month
expected credit losses, unless the amount due from Group undertakings at the reporting date is not
considered to be ‘low credit risk’ and is deemed to have had a 'significant increase in credit risk’ since
initia) recognition, in which case lifetime expected credit losses should be recorded.

Debtors are written-off in the profit and loss account when there is no reasonable expectation of recovery.
Indicators that there is no reasonable expectation of recovery include, amongst others, the failure of a
debtor to engage in a repayment plan with the Company, and the commencement of legal proceedings. -

Cash at bank is also subject to the impairment requirements of IFRS 9, the identified impairment loss is
immaterial.

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

Preference shares which are classified as liabilities are recognised at the fair value of the consideration
receivable and subsequently at amortised cost. The dividends on these preference shares are recognlsed
in the income statement as finance expense. :

Creditors

Creditors are obligations to pay for goods or services that have been acquired in the ordinary course of
business from suppliers. Creditors are recognised initially at fair value and subsequently measured at
amortised cost using the effective interest method.
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NOTES FORMING PART OF THE FINANCIAL STATEMENTS - continued

1 Accounting policies — continued-

Finance income
Interest income is recognised using the effective interest method.

Derivative financial instruments
Derivative financial instruments are recognised at fair value.

The gain or loss on remeasurement to fair value is recognised immediately in profit or loss. However,
where derivatives qualify for hedge accounting, recognition of any resultant gain or loss depends on the
nature of the item being hedged (see below).

Cash flow hedges

Where a derivative financial instrument is designated as a hedge of the variability in cash flows of a
recognised asset or liability, or a highly probable forecast transaction, the effective part of any gain or loss
on the derivative financial instrument is recognised directly in the hedging reserve. Any ineffective portion
of the hedge is recognised immediately in the profit and loss account.

Dividends

Dividends are recognised in the period in which they are approved by the Company's shareholders, or, in
the case of an interim dividend, when it has been approved by the Board of Directors and paid. Dividends
declared after the balance sheet date are disclosed in the post balance sheet events note.

Share-based payment transactions

The 2011 Long-Term Incentive Plan (LTIP) and the SAYE Scheme for UK employees enable employees
to acquire shares in the Company subject to the conditions of these schemes. New units are issued to
satisfy obligations under the SAYE scheme. Entitlements under the LTIP may be satisfied by the issue of
units or by a market purchase of units. The fair value of share entitlements at the grant date is recognised
as an employee expense in the income statement over the vesting period with a corresponding increase
in equity. The fair value is determined by an external valuer using a binomial model. Share entitlements
granted by the Company are subject to certain non-market based vesting conditions. Non-market vesting
conditions are not taken into account when estimating the fair value of entittements as at the grant date.
The expense for share entittements shown in the income statement is adjusted to reflect the number of
awards for which the related non-market based vesting conditions are expected to be met, such that the
amount ultimately recognised as an expense is based on the number of awards that meet the related non-
market based vesting conditions at the vesting date.

Where the Company is recharged in respect of share-based awards and options, this recharge is
accounted for as a deduction from shareholders’ funds. :

Accounting estimates and judgements

In preparing these financial statements management has made judgements, estimates and assumptions
that affect application of the Company accounting policies and the reported amounts of assets, liabilities,
income and expenses. Such estimates and judgements are based on historical experience and other
factors, including expectation of future events that are believed to be reasonable. Actual outcomes may
differ from these estimates.
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NOTES FORMING PART OF THE FINANCIAL STATEMENTS - continued

1

Accounting policies — continued

Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to estimates are
recognised prospectively. The key estimates are:

(a)

(b)

Carrying amount of trade debtors

The Company makes an estimate of the recoverable value of trade and other debtors. When
assessing impairment of trade and other receivables, management considers factors including the
credit rating of the receivable, the ageing profile of receivables, historical experience and forward
looking macro-economic factors. The directors’ have assessed the trade debtors and believe the
carrying value to be recoverable in full. -

Goodwill

Goodwill arose from business combinations. Goodwili is required to be tested for impairment at least
annually or more frequently if changes in circumstances or the occurrence of events indicate potential
impairment exists. The Company uses value in use calculations to determine the recoverable amount
of cash generating units containing goodwill. Value in use is calculated as the present value of future
cash flows. In calculating value in use, management judgement is required in forecasting cash flows
and in selecting an appropriate discount rate and nominal growth rate in perpetuity. No goodwill
impairment charge was recognised by the Company in 2021 (2020: £Nil).
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NOTES FORMING PART OF THE FINANCIAL STATEMENTS - continued

2  Operating costs

The operating profit has been calculated after
- charging / (crediting) the following items:

Staff costs (see Note 3)

-Purchases and consumables )

Short-term lease expense (see Note 8b)

Lease expense on low value items (see note 8b)

Depreciation (see Note 8a)

Depreciation expense on right of use assets (see Note 8b)

Auditor’s remuneration

Other operating charges

Foreign exchange loss/(gain)

Amortisation (see Note 7)

3 Employees and remuneration

The average number of persons employed by the Company (including executive directors)

during the year analysed by category, was as follows:

Management
Production/distribution
Sales

Administration

The aggregate payroll costs of these persons were as follows:

Wages and salaries
Social welfare costs
Share based payments
Retirement benefit costs

Of which:
Directors emoluments

- 2021 2020
STGE STGE-
8,118,115 6,620,875
30,721,293 24,624,913
122,000 64,000
23,000 13,000
2,677,781 2,688,125
392,000 401,000
29,301 31,400
13,407,774 11,085,326
(1,166,367) 953,681
22,294 46,046
54,347,191 46,528,366

Number of employees

2021 2020

14 14

159 145

11 13

15 12

199 184
2021 2020
STGE STGE
7,011,975 5,772,076
707,637 624,518
264,378 30,222
197,465 194,059
8,181,455 6,620,875
230,507 187,309
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NOTES FORMING PART OF THE FINANCIAL STATEMENTS - continued

4

Net interest and dividends (payable)

Bank interest receivable

interest on lease liabilities

Foreign exchange gain/(loss)
Dividends on ‘A’ Preference shares

Taxation

Current tax

Current year charge

Adjustments in respect of prior periods
Total current tax

Deferred tax

Current year charge

Adjustment in respect of prior periods

Total deferred tax

Total tax charge

Factors affecting the tax charge for the current year

2021 2020
STGE STGE
9,428 14,477

(83,000) (91,000)
14,865 (59,971)
(15,992) (14,399)
(74,699) (150,893)

2021 2020

STGE STGE

2,391,748 2,084,378
(350,218) 52,790
2,041,530 2,137,168
569,940 91,841
(8,157)
561,783 91,841
2,603,312 2,229,009

The total tax charge for the year is higher (2020: higher) than the standard rate of corporation tax

in the UK of 19% (2020: 19%). The differences are explained below.

Profit on ordinary activities before taxation

Profit on ordinary activities multiplied by standard rate of
corporation tax in the UK of 19% (2020: 19%)

Effects of:

Expenditure not deductible for tax purposes

Depreciation on non-qualifying assets

Other differences

Change in UK tax rate

Recognition of deferred tax assets previously unprovided
Adjustments to current tax charge in respect of previous periods
Adjustments to deferred tax charge in respect of previous periods

Total tax charge for year

2021 2020
STGE STGE
14,052,990 9,668,150
2,670,068 1,836,949
17,316 195,921
55,290 55,100
(95,552) (3,047)
365,453 91,296
(50,889) -
(350,218) 52,790
(8,157) -
2,603,312 2,229,009

25



9T

¥62'0.€'L (ove'c9) €8/'195 168°L/8 : sanliqel|/(syasse) xe) }9N

(9zv'est) (ove'e9) (980'68) , »BUYIo

(L2v'Ls) (zve'el) (580'6€) S[eniode/suoIsinoId

LyL'pLS') - 112'€99 9€6'016 - saouaIaYIp

) ) : Buiwiy Jasse paxiy a|qibue |
3918 3918 3918 3918
awooul ul
Ayunba

120z 2eq Lg ul pasiubooay  pasiubooay 120z uer | Xe} Paiajap Ul JUBWSAON 9
¥6C'0LE") 9€6'0L6 LyL'yLS') (80'6€) - (e58°€02) o sanliqell/(siasse) xe} JoN
(9z¥'zs1) ‘ - . (92v'zs)) _ : LYo
(L2y'1S) - - (s80'6¢) (L2¥'19) ) S|enidde/suolsinold
Lyl'v.G') 9e6'0L6 . LbL'pLS'L - - saouasayp Buiwy josse paxy ajqibue)
3918 3918 3918 391S 3918
120z 0202 1202 . 0z02 2oz

1N soiliger saliger sjessy sjessy

xe] pauajeq

>_mc_Eooum aseaJoul |m yoiym abieyo xej Juaiind ainyny s,Auedwod ayj uo .
1038 [eluanbasuod e aAeY |Im SIYL "LZ0Z >m_>_ pZ uo pajoeus AjsAlluBISqNS SeM SIY} pue £20Z |Udy | Wolj 9,GZ 0} 8SEaIoUl ||IM 3.l Xe} M Y} Jey} paosunouue
sem }l '19Bpng 120z YoIe € 8y} u| ‘Sjel SIy} Uo paseq usaq sey 0Z0Z Joquiada(] LE 1B Se JoSSe Xe} paliaep ayl pue 0Z0z YoJel /L uo pajoeua AjpAnuelsgns
SEM 3Bl %6 | By} Jo uonualal SIy] ‘020z udy | WOl 9%/ 0} 39Npal 10U puB 96| JUS1ND By} 1B UIBWal ||IM 8jel Xe) M 8y Jey} pasunouue sem ) 18bpng
0Z0Z Y2Jel LI @y} u| ‘910z Jaqueides g uo pajoeus AjAijuejsqns sem (0Z0Z IMdy | SANOSYS) %/L O} %61 WOy Sjes X} uoielodiod yn dy} Ul uolanpal y
panunuod - saniARoe Aeuipio uoyoisd uoxel g -

- pPanuiuod - SINIWILVLS TVIONVNIA 3HL 40 LYVd ONINNOL SILON

pajiwi] SIELOW [dD
4€98099€4Q09-95AV-AS3¥-€028-9v96.044 Al adojanu3 ubignooq




lz

"sjyoud a)qexe) ainjny
Jo Ajngejiene auy jo suawabpn pue sajewisa Uo paseq PaSSISSE SEM SJOSSE Xe) Paliajep asay) Jo anjen Buikiied ay| "ainjny a|qeaasaloy ay} ui syyoid s|qexe}

JsureBbe pasiyn aqg [Im A3y) Jey) ajgeqold s )i aJaym s|eniooe pue saduaiayip Buiwi) Josse paxiy ulepso Jo joadsal ul pasiubodal usag aAeY S)9SSE XB) palseQ

panuiuod — SINIWILVLS TVIONVNIA FHL 40 L¥Vd ONINYOSL STLON

pajwi] sieLop |dD
4€99099¢£4008-95Qv-AS 4v-£028-996.094 Al @dojaauz ubignaoq




DocuSign Envelope ID: FBD79646-B2C3-4F5D-AD56-BODF 366CB63F
CPI Mortars Limited

NOTES FORMING PART OF THE FINANCIAL STATEMENTS - continued

7 Intangible assets "~ Computer
software Goodwill ' Total
STGE STGE . STGE
_ Cost
At 31 December 2020 143,963 43,064,549 43,208,512
Additions : 583,802 - 583,802
At 31 December 2021 ' ' 727,765 43,064,549 43,792,314

Accumulated amortisation and impairment

At 31 December 2020 : 117,502 22,611,833 ' 22,729,335
Amortisation 22,294 4 - 22,294

At 31 December 2021 _ - 139,796 22,611,833 22,751,629

Net book value _
At 31 December 2021 . 587,969 20,452,716 21,040,685

At 31 December 2020 | 26,461 20,452,716 20,479,177

Intangible assets relate to the goodwill on the acquisition of the trade and assets of another group
company, CPI Mortars (North) Limited, in 2003 and computer software.

Goodwill with carrying amount of £20,452,716 (2020: £20,452,716) has been allocated to one group of
cash generating units (“CGU") which is considered a significant CGU. The recoverable amount has been
determined:-on a value in use basis using cash flow projections based on financial budgets approved by
management covering a five-year period. An annual impairment test was conducted which resulted in no
goodwill impairment charge recognised by the Company in 2021 (2020: £Nil).
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DocuSign Envelope ID: FBD79646-B2C3-4F5D-AD56-BODF366CB63F
CPI Mortars Limited

NOTES FORMING PART OF THE FINANICAL STATEMENTS - continued

8(a)

8(b)

Tangvible fixed assets

Cost ’
At 31 December 2020
Additions
Disposals

At 31 December 2021

Depreciation

At 31 December 2020
Charge '
Disposals

At 31 December 2021

Net book value
At 31 December 2021

At 31 December 2020

Right-of-Use Asset

Cost

At 31 December 2020
Additions

End of lease

Decrease in scope — lease
term

Remeasurement — lease
liability and provision

At 31 December 2021

Depreciation

At 31 December 2020
Charge ‘ ‘
Disposals

At 31 December 2021

. Net book value

At 31 December 2021

At 31 December 2020

Leasehold/ o Plant and
freehold land Motor machinery

and buildings vehicles  and equipment Total
STGE - STGE STGE STGE
16,639,194 '9,974,849 - 44,534,920 4 71,148,963
6,790 60,814 3,132,017 3,199,621

- (33,064) (3,682,803) (3,715,867)
16,645,984 . 10,002,599 43,984,134 70,632,717
5,794,178 4,197,142 35,702,727 -45,694,047

290,237 937,902 1,449,642 2,677,781 -

- (19,288) (3,682,803) (3,702,091)
6,084,415 5,115,756 33,469,566 44,669,737
10,561,569 4,886,843 10,514,568 25,962,980
10,845,016 5,777,707 8,832,193 25,454 916

Land & Motor

buildings vehicles Total
STGE STGE STGE
2,863,000 193,000 3,056,000
12,000 171,000 183,000

- (23,000) (23,000)
- 2,000 2,000
2,875,000 343,000 3,218,000
617,000 75,000 692,000
311,000 81,000 392,000

- (21,000) (21,000)

928,000 135,000 1,063,000
1,947,000 208,000 2,155,000

2,246,000 118,000 2,364,000 '
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DocuSign Envelope ID: FBD79646-B2C3-4F5D-AD56-BODF366CB63F
CPI Mortars Limited

" NOTES FORMING PART OF THE FINANICAL STATEMENTS - continued

8(b) Right-of-Use Asset - continued

The amounts recognised in the income statement include: 2021 2020

STGE STGE
Depreciation expense on right-of-use assets (Note 2) 392,000 401,000
Interest expense on lease liabilities (Note 4) _ 83,000 91,000
Expense relating to short-term leases (Note 2) 122,000 64,000
Expense relating to leases of low-value assets (Note 2) 23,000 13,000

The total cash outflow for leases amounted to £595,000 (2020: £565,000). The average lease term
remaining is 37 Months (2020: 45 Months). -

There have been no sale and leaseback transactions in the current year.

9 Stocks 2021 2020
STGE STGE
Raw materials . 1,009,636 905,584
Packaging ‘ 693,178 452,456
Work in progress 7,123 15,956
Finished goods 166,741 391,110
1,876,678 1,765,106
10 Debtors 2021 2020
STGE STGE

Amounts falling due within one year
Trade debtors 6,915,132 6,449,915
Prepayments and other debtors 477,312 442,300
Amounts due from Group companies 52,859,227 52,985,970
60,251,671 59,878,185

Amounts due from Group companies are unsecured, interest free and payable on demand.

11 Creditors: amounts falling due within one year 2021 2020
STGE STGE

Trade creditors 9,837,223 8,433,081
Accruals and deferred income 1,773,465 1,856,902
Lease liabilities (Note 12) 349,000 327,000
Derivative financial liabilities 7,675 -
Amounts due to Group companies 78,408,777 78,974,984
VAT 529,228 580,560
Social Security 192,999 164,656
Corporation tax 2,041,830 2,137,487
93,140,196 92,474,670

Amounts due to Group companies are unsecured, interest free and payable on demand.
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- DocuSign Envelope ID: FBD79646-B2C3-4F5D-AD56-BODF366CB63F
CPI Mortars Limited

NOTES FORMING PART OF THE FINANICAL STATEMENTS - continued

12 Creditors: amounts falling due after one year - 2021 2020
STGE STGE
‘A’ preference shares (Note 14) 2,274,635 2,274,635
Lease liabilities ' 1,854,000 _2,059,000
4,128,635 4,333,635
_ . 2021 2020
Lease liabilities are further analysed as: STGE STGE
Falling due within one year 349,000 327,000
Falling due after one year 1,854,000 2,059,000
2,203,000 2,386,000
2021 2020
Lease Liabilities - maturity analysis : STGE STGE
Due within 1 year 349,000 327,000
Between 1 and 2 years 326,000 301,000
Between 2 and 3 years "~ 305,000 282,000
Between 3 and 4 years 274,000 262,000
Between 4 and 5 years 271,000 265,000
After 5 years ‘ 678,000 949,000
2,203,000 2,386,000

The weighted average lessee incremental borrowing rate applied to lease liabilities recognised in the
statement of financial position on 1 January 2021 is 3.58%.

13 Provision for liabilities and charges o 2021 2020
STGE STGE

Deferred tax
Opening balance . 871,851 780,010
Deferreq tax movement —Note 6 498,443 91,841

Closing balance - 1,370,294 871,851
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DocuSign Envelope ID: FBD79646-B2C3-4F5D-AD56-BODF366CB63F
CPI Mortars Limited

NOTES FORMING PART OF THE FINANICAL STATEMENTS - continued

14 Called-up share capital 2021 2020
STGE STGE

Equity shares
Authorised
1,000 ordinary shares of STG£1 each 1,000 1,000
Allotted, called up and fully paid
2 ordinary shares of STGE1 each 2 2
Preference shares
Authorised
5,000,000 ‘A’ preference shares of STGE1 each 5,000,000 5,000,000

15

Allotted, called up and fully paid
2,274,635 ‘A’ preference shares of STGE1 each 2,274,635 2,274,635

The preference shares were issued at par and were fully paid up. The holders of the preference shares
are entitled to a fixed cumulative preferential dividend at a floating rate which is calculated as 70% of
LIBOR plus 0.65%. On winding-up, these rank first and will be entitled to the amount paid on subscription
together with any dividend arrears. The preference shares do not entitle the holder to vote at any general
meetings uniess the dividends are six months or more in arrears, in which case the holders will be
entitled to vote. These terms mean that the preference shares are recognised as a liability of the
Company and the dividends as a component of interest payable.

During the year a dividend of £4,500,000 (2020: £3,500,000) per share was paid to ordinary
shareholders resulting in a total dividend payment of £9,000,000 (2020: £7,000,000) to ordinary
shareholders.

Share based payments

The Group’'s employee share schemes are equity settled share based payments as defined in IFRS 2
Share Based Payments.

Details of the schemes operated by the Group are set out below:

Long Term Incentive Plan (LTIP)

A Long Term Incentive Plan (LTIP) was introduced in 2011. Details of the plan are set out in the financial
statements of Grafton Group plc. The 2011 LTIP is an incentive plan that is designed to .reward
Executive Directors and senior executives in a manner that aligns their interests with those of
shareholders. An Executive Director nominated to participate in the plan is granted an award over “free
shares” which vest subject to the achievement of performance conditions measured over three financial
years and the Executive Director remaining employed in the Group. The LTIP granted in September
2020 is not subject to any performance condition. Vesting will be subject to participants’ continued
employment withing the group at the vesting date.

The number of share awards is as follows: 2021 2020
Number Number

Exercised (82,675) (814,280)

Outstanding at 31 December 2,139,304 1,632,706
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DocuSlgn Envelope ID: FBD79646-B2C3-4F5D-AD56-BODF366CB63F
CPI Mortars Limited :

NOTES FORMING PART OF THE FINANICAL STATEMENTS - continued

15 Share Based Payments - continued

At 31 December 2021 and 31 December 2020 none of the LTIP’'s were exercisable as the conditions for
exercise were not fulfilled before the year-end.

UK SAYE Scheme

Options over 1,169,931 (2020: 1,843,547) Grafton Units were outstanding ‘at 31 December 2021,
pursuant to the existing 2020, 2019, and 2018 three year saving contracts under the Grafton Group (UK)
plc 2011 Approved SAYE Plan at a price of £5.78, £6.33 and £6.58 respectively. These options are .
normally exercisable within a period of six months after the third anniversary of the savings contract,
being December 2023 for the 2020 SAYE scheme, December 2022 for the 2019 SAYE scheme, and
December 2021 for the 2018 SAYE scheme.

The number and option price of share options under the 2017 Grafton Group (UK) pIc Savings Related
Share Option Scheme is as follows:

2021 | 2020
Number  Option Price € Number Option Price €
' Exercised (210,181) 6.77 . (410,179) 6.77
Oﬁtstanding at

31 December - 261,684

The number and optionA price of share options under the 2018 Grafton Group (UK) plc Savings Related
Share Option Scheme is as follows:

2021 2020
Number  Option Price € Number Option Price €
Exercised ' : - (242,068) 6.58 (3,069) - 6.58
Outstanding at _
31 December 96,264 367,129
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DocuSign Envelope ID: FBD79646-B2C3-4F5D-AD56-BODF366CB63F
CPI Mortars Limited

NOTES FORMING PART OF THE FINANICAL STATEMENTS - continued

15

16

17

Share based payments - continued

The number and option price of share options under the 2019 Grafton Group (UK) plc Savings Related
Share Option Scheme is as follows:

2021 2020
Number  Option Price € Number  Option Price €
Exercised ' (1,139) 6.33 (241) 6.33
Outstanding at
31 December 252,869 ' 300,190

The number and option price of share-options under the 2020 Grafton Group (UK) plc Savings Related
Share Option Scheme is as follows:

2021 2020
Number  Option Price € Number Option Price €
Exercised - 578 - 578
Outstanding at
31 December 820,798 K 914,454

At 31 December 2021 none of the 2021 or the 2020 UK SAYE shares were exercisable. The weighted
average remaining life is 1.2 years. (2020: 2.3 years). .

Retirement benefit commitments

The Company operates a defined contribution pension scheme for the benefit of employees and
directors.

The retirement benefit costs charged against profits represent the amount of the contributions payable to
the scheme in respect of the accounting year.

The retirement benefit charge for the year amounted to £197,465 (2020: £194,059).

Guarantees and contingencies

The Company, along with other subsidiaries of Grafton Group plc, acts as a guarantor for the group bank
and US Private Placement borrowings which drawn at the balance sheet date amounted to £257.5 million
(2020: £275.4 million). Undrawn committed facilities at the balance sheet date amounted to £394.7
million (2020: £359.2 million).

In addition, the Company, along with other subsidiaries of Grafton Group plc, acts as a guarantor for

other group bank overdraft facilities of £26.0 million (2020: £42.3 million) which were undrawn at the year
end.
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DocuSign Envelope ID: FBD79646-BZC3-4FSD-ADSG-BObF366C863F
CPI Mortars Limited

NOTES FORMING PART OF THE FINANICAL STATEMENTS - continued.

18 Parent undertaking

19

20

21

The Company is a subsidiary of Grafton Group (UK) plc. The ultimate parent underiaking is Grafton
Group plc. Grafton Group (UK) plc and CPI Mortars Limited are incorporated and operate in the U.K.
while Grafton Group plc is incorporated and operates in the Republic of Ireland.

Consolidated financial statements are prepared only by Grafton Group plc. These statements are filed at
the Companies Office, Parnell Square, Dublin 1.

Related party transactions

The Company has taken advantage of the exemption under paragraph 8(k) of FRS101 not to disclose
transactions with fellow wholly owned group members.

Post balance sheet events

The Directors will continue to monitor any potential impact of Covid-19 and take all possible steps to
mitigate any adverse effects on the operations of the company. The directors are also monitoring events
relating to the war in Ukraine at this time but it is too early to make an assessment of the likely adverse
impact on the Company. There have been no adverse effects on the operations of the Company since

year-end.

There were no other material events since the year end which require adjustment or disclosure in these
accounts. :

Abproval of financial statements

These financial statements were approved by the directors on 22 June 2022.
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