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IKO U.K. Limited

Strategic report
For the year ended 31 December 2019

The directors present their strategic report for IKO UK. Limited (the "company") and its subsidiary
undertakings (together the "group") for the year ended 31 December 2019.

"Principal activity

The principal activity of the company is being the holding company (or parent) of an integrated group of
companies engaged principally in the manufacture, distribution and installation of bitumen-based waterproofing
systems and building products. )

The group also manufactures and sells insulation products.

Review of the business

As shown in the group's profit and loss account, the group's turnover has increased by 3.3% from the prior year
to £309,132k (2018: £299,230k). The Gross profit margin as % of sales remains stable at 28.1% (2018: 28.7%).
The profit before taxation decreased by 16% to £24,360k (2018: £28,185K) mainly due to £4,421k relating to
winding down the Tortolani contracting business in Belgium, consisting of £2,003k operating losses and
£2,418k impairment losses incurred. It should be noted that these are the consolidated financial statements and
therefore there are many factors impacting the movement in results. For detailed information regarding the
movements on trading results, the subsidiary trading financial statements should be reviewed. A full listing of
the subsidiary undertakings is included within note 17.

Overall, the turnover increase was a combination of effective growth in sales volume, sales price increase,
market growth and the impact of pound sterling ("GBP") vs Euro exchange rate evolution. The increase in sales
prices is due to general increases across the market. A significant number of group entities operate in the
Euro-zone, while GBP is the group reporting currency, therefore part of the increase in margin is attributable to
GBP getting stronger compated to the Euro in 2019, as a result of the mix of anticipation of the Brexit impact by
the financial markets and the general economic climate. The currency impact for 2019 is estimated at 1%
(compared to 1% in 2018). The group's debtors balance has increased by 17%, as result of increased short term
borrowings of cash excess, to other JKO EU group companies, (see note 19) following interest rate
developments in the local financial markets. The group creditors increased by 3%.

An analysis of turnover is given in note 4 to the financial statements.

The balance sheet in the financial statements shows that the group’s financial position at the year-end has further
strengthened and is in a net assets position of £179,221k (2018: £161,937k). As-result of the activity growth and
the sustained strong operating performance, focus on cash and optimizing working capital, the group managed
further growth in net current assets from £117,349k in 2018 to £133,256k in 2019, and closmg the year 2019,
with a net cash position amounting to £49,662k (2018 : £48,408k).

Future developments )

The group continues to focus on cost effici iciency and strives to provide value-added products and services to its
customers, through innovation and continued focus on the maintenance of strong relationships with customers.
Competitive pressure on selling prices, increase in raw material prices and the availability of cheap imports from
abroad have been, and will continue to be, a challenge for the group.

Principal risks and uncertainties

Trading risks

The current economical and political climate and outlook in combination with the competitive pressure in the
market place and variability in cost of raw material prices are potent threats to existing profit margins and
“overall profitability. The group is exposed to credit risk through the financial failure of key customers. To
mitigate this risk, the group has implemented policies that require appropriate credit checks on potential
customers before sales are made. The amount of exposure to any individual counterparty. is underwritten by
credit insurance where possible and any uninsured exposure is managed in accordance with group credit policies
and procedures.




JKO U.K. Limited

Strategic report
For the year ended 31 December 2019 (continued)

Principal risks and uncertainties (continued)

Cash flow risk

The company’s activities expose it primarily to the financial risks of changes in foreign currency exchange rates
and interest rates. Exchange rates and interest rates are monitored on a regular basis by the duectors, no hedge
accounting is adopted by the entity.

Credit risk ’
The company’s principal ﬁnanclal assets are bank balances and cash, trade and other receivables.

The company’s credit risk is prunarlly attributable to its trade receivables. The amounts presented in the balance
sheet are net of allowances for doubtful receivables. An allowance for impairment is made where there is an
identified loss event whlch based on previous expenence is evidence of a reduction in the recoverability of the

cash flows.

The company has no significant concentration of credit risk, with exposure spread over a large number of
counterparties and customers. Furthermore, the company insures its debtors to mitigate the risk of non-payment .
further.

Liguidity risk -
In order to maintain liquidity to ensure that sufficient funds are available for ongoing operations and future
developments, the company uses a mixture of long-term and short-term debt finance. )
Exchange risks '
The group purchases raw materials from, and sells products to, mtemanonal markets and is therefore exposed to
currency movements on such transactions. Where appropriate, to provide certainty of future cash flows to
" mitigate against foreign exchange fluctuation, the group can enter into forward exchange contracts subject to
Board approval. No such contracts were entered into in 2019, there were no open contracts at the year end
(2018: same).

Financial risks

The group is funded by the wider IKO group with related party debt of £7,000k (2018: £7,000k). The group also
has a pension scheme liability of £18,729k (2018: £18,833k). The group has sufficient cash for its business
needs and can therefore manage future debt and pension repayments from its cash and working capital funds.

Liability risks
There is no known exposure to legal claims as of 31 December 2019, other than those provided in the financial

statements.

Financial key performance indicators
" Despite some challenging trading conditions during the year, turnover increased by 3.3% from 2018.

The company uses a range of performance indicators to monitor business performance. Some of the key
financial performance indicators are;

2019 2018
Gross margin 28.1% 28.7%
Trading margin . 8.0% 9.4%
Return on equity ‘ . 9.5% 12.7%
Debtor days ‘ 66 70
Stock holding days 51 54




[KO U.K. Limited

Strategic report
For the year ended 31 December 2019 (continued)

Financial key performance indicators (continued)
For more detailed information regardmg the key performance indicators refer to the individual subsidiary
financial statements.

Other key performance indicators

The group manages its operations on a country level because of the different competitive landscapes -and
economies in combination with the various business segments it operates. For this reason, the company's
directors believe that further key performance indicators for the group are not necessary or appropriate for an
understanding of the development, performance or position of the business.

The integrated companies use a variety of non-financial key performance measures, which are dependent on and
reflect the nature of their operations and can include measuring on-time deliverables, order fulfilment, customer
complaints, production efficiencies and overhead expenditure.

Brexit

With Brexit effective as of 1 January 2021, the period of regulatory uncer tamty one faced at the end of 2020,

partially extends into 2021, New business processes e.g. for customs compliance have been rolled out. The
.business will continue to monitor the situation throughout this period so that we are prepared to react to new
opportunities, risks and challenges that may present themselves. Management has performed detailed review of
Brexit impact and implemented required administrative and ERP changes, as well as committed engagement of
logistical trading partners, in order to handle the additional administrative and financial requirements for
customs purposes, as the group is acquiring majority of its’ raw materials from outside UK. The business
activities have been resumed in January 2021 and no constraints in the UK - EU supply chain were noted.

Impact of COVID-19

In 2020, the impact and duration of COVID-19, was noted across the different geographical areas, with different
timing and severity. The group did roll-out a full set of hygiene and safety measures, in line-with Governmental
Instructions, in order to protect the staff against potentlal COVID-19 infection. However we are confident that
the group will continue to generate sustainable profit in 2021, despite the pandemic COVID-19 waves being
experienced across the group, are unlikely to impact business operations and results in the same way the group
saw in April/May 2020, overall, looking forward to positive outlook for 2021, all indicating continuing strong
sales volumes for insulation boards in targeted UK and.European markets, assuring sustainable plant occupation
and performance in the forthcoming year, albeit in a challenging economical environment.

Section 172(1) statement

IKO UK Ltd as a group, shares the global IKO Group values Wthh have played a v1tal role in the business
history. These values remain essential for the personal and professional development of all our stakeholders and
for the continued success and growth of the IKO Group, forming a fundamental part of our culture. This
approach we feel makes us a unique organisation. The values not only focus on selling high quality products but
more so on elevating customer experiences at every touch point — operating with integrity and honesty and
always making decisions based on the long-tenn interest of our customers, company and employees.

The six values aré long term, agility, humility, integrity, knowledge sharing and performance.

. §
The likely consequences of any decision in the long-term
The focus on the global value of ‘long term’ can be demonstrated in IKO’s continued capital investment in the
main manufacturing facilities in the UK, the Netherlands and Belgium. These investments drive employment
within local communities and also ensure IKO to have the structures in place to drive the business forward for
many years to come. ’
The group also seeks to enhance the long term performance of products through continuous improvements and
quality control in order to meet evolving bulldmg desxgns and the Buropean business standards. Research and
development is a key area of focus across all sites.




IKO U.K. Limited

Strategic report
For the year ended 31 December 2019 (continued)

Section 172(1) statement (continued)

The interests of the group’s employees

The IKO groups ethos emphasises a business is only as good as its people This value is recognised by the
business having an assigned learning and development coordinator that manages the development of all
employees. The employees within the business strive for personal development and career progression, areas
such as this are managed within annual management development programmes, internal training courses,
external courses and online couises tailored around other critical areas such as health and safety, modern slavery
awareness and fraud, A key area of focus is also the health and safety of our people, wnth significant training
hours achieved in 2019, along with health surveillance checks for our staff. * '

It is the group’s practice to give full and fair consxdelatlon to applications for employment received from
disabled persons, subject to the IKO’s requirements and to the qualifications, ability and aptitude of the
individual in each case. In the event of staff becoming disabled, every effort is made to ensure their continued
employment with TKO and to provide suitable adjustments fo the workplace where appropriate.

TKO operates in full accordance with prevailing employment legislation including information and consultation
‘with employees and their representatives on matters affecting their interests. Outside of any necessary formal
consultation process, there are regular briefings between the Group Companies and the Works Councils/Trade

Union bodies.

The need to foster the group’s business relationships with suppliers, customers and others,

To sustain customer relationships we have customer satisfaction survey which is generated and analysed
monthly. The results of this are analysed and actions are taken where necessary. Several IKO companies rolled
out a further detailed annual survey in 2019 whereby the results are analysed and a net promoter score is given.
Overall customers were 83% satisfied and advised they will continue to use IKO for reasons outside of price.
They valued our service, customer experience and added value as paramount to price point on several occasions.

To establish and maintain long term purchasing partnerships 1KO has a procurement policy. The policy is set
out to seek the purchase of goods and services from suppliers that enhance positive impact on the environment
and society whilst meeting our business requirements. By incorporating social, environmental and ethical
considerations into procurement decisions we endeavour to make a positive contribution to the environment and
society. )

1IKO’s supply chain is consolidated where possible with key focus on quality as well as the ability to take
advantage of economies of scale,

The impact of the group’s operations on the community and the environment,

IKO group companies are committed to the protecting the environment by complying with all relevant
legislation, compliance obligations and the needs of interested parties in relation to the context of the company,
the risks, opportunities and continued improvement in line with the Company’s environmental objectives and
- targets. The key elements of the environmental policy are:

« Environmental management that complies with ISO Standards (environment management).
+ Establish a defined structure of responsibility from the board to all operating units.
+ Commit-the necessary resources to fulfil the IKO’s environmental and compliance obligations.

The desirability of the group maintaining a repumllon Jor high standards of business conduct,

The company aims to maintain a reputation for high standards of business conduct. We aim to comply with, and
in many cases exceed, the requirements for a company of our size. In particular, we have an increased focus on
our impact on the environment, customers, communities, and supply chain, and builds on our aim to act as a
good corporate citizen.




IKO U.K. Limited

Stratégic report
For the year ended 31 December 2019 (continued)

Section 172(1) statement (continued)

The need to act fuirly as between members of the company,
IXO has a close group of family shareholders, acting as ultimate controlling party. Their interests are taken into -
account by the directors to promote faixi\’e/sg _in decision making,

/ '.jz.j:?c.’.l:and signed on its behalf by:




IKO U.K. Limited . . ‘

Directors' report
For the year ended 31 December 2019

The directors present their annual repott on the affairs of IKO U.K. Limited (the "company") and its subsidiaty
undertakings’ (together the "group"), together with the financial statements and auditor's report for the year
ended 31 December 2019. .

Future developments and principal risks and uncertainties are included within the strategic report on pages 2 and
3, as permitted by s414C(11) of the Companies Act 2006.

Results and dividends
The group profit for the financial year after taxation amounted to, £17,300k (2018: £20 596k).

_ The directors do not recommend a dividend (2018: £nil), to be paid by the IKO UK Group, other thau the

dividend of £205,000 (2018: £224 000) paid-to non- control]mg interests.

Directors of the group A
The directors who held office durmg the year and up to the date of signing were as follows:

H Koschitzky
J Koschitzky
F Hautman

A Carlyle

.

Directors' interests

None of the directors have any declarable beneficial interest in the shares or loan capital of the company or of
any subsidiary undertaking during the year. H Koschitzky, J Koschitzky, F Hautman and A Carlyle are overseas
based directors and are not required to notify interests in group undertakmgs mcorporated outside of the United

Kingdom:.

Charitable and political donations :
Charitable donations in the UK totalled £nil (2018 £9k) No political contributions were made in the current

year (2018: £nil).

Financial risk management objectives and policies
The company's activities expose it to a number of financial risks mcludmg cash flow risk, credit risk and

liquidity risk.

Cash flow risk :

The company’s activities expose it primarily to the financial risks of changes in foreign currency exchange rates
and interest rates. Exchange rates and interest rates are monitored on a regular basis by the dlrectors, hedge
accounting is not adopted by the entity.

Credit risk )
The company’s principal financial assets are bank balances and cash, trade and other receivables.

The company’s credit risk is primarily attributable to its trade receivables. The amounts presented in the balance
sheet are net of allowances for doubtful receivables. An allowance for impairment is made where there is an

. identified loss event which, based on previous experience, is evidence of a reduction in the recoverability of the

cash flows.

The company has no significant concentration of credit risk, with exposure spread over a large number of
counterparties and customers. Furthermore, the company insures its debtors to mitigate the risk of non-payment
further. ' .

RIPRPIN
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IKO U.K. Limited

Directors' report
For the year ended 31 Decembel 2019 (contmued)

Financial risk management objectives and policiés (continued)

Liquidity risk

In order to maintain liquidity to ensure that sufficient funds are available for ongoing operations and future
developments, the company uses a mixture of long-term and short-term debt finance.

Further details regarding liquidity risk can be found in the accounting policies in the financial statements.

Going concern

The directors consider that the current economic environent, whilst difficult, is still favourable to facilitate a
steady increase in business confidence within which we can improve returns on capital. The group benefits from
the regional spread, diverse customer base, product range and service offering across its portfolio of trading
businesses providing a spread of risk. The Board continues to employ its strategy of maintaining turnover while
closely monitoring margins, overheads and cash flow.

The group’s balance sheet on page 14 shows net current assets of£l33 256k (201 8: £117,349k) and net assets of
£179,221k (2018: £161,900k) including cash totalling £49,662k (2018: £48,408k).

The group’s and the company’s forecasts and projections taking into consideration the current economic
environment, show the group and the company continuing to remain profitable. Several entities of the IKO UK
group, have significant business interaction with related parties of the wider IKO group, therefore, directors
have considered the going concem for these as well, in making their assessment for IKO UK Group. Thus, the
directors continue to adopt the going concern basis of accounting in preparing the annual financial statements.

COVID-19

The impact and duration of COVID-19, was noted across the different geographical areas, with different timing
and severity. Since early.2020, the directors have strengthened the short term monitoring and forecasting
capabilities in the operational and finance function of the group, to enable close monitoring and reaction. The:
directors expect continuation of the strong operational performance in the subsequent periods in 2020 despite
the pandemic COVID-19 waves being experienced, as well as, positive outlook for 2021, all indicating
continuing strong sales volumes, assuring sustainable plant occupation and performance in the forthcoming
year.

Employees

Disabled employees

Applications for employment by disabled persons are always fully considered, bearing in mind the abilities of
the applicant concerned. In the event of members of staff becoming disabled, every effort is made to ensure that
their employment with the group continues and that appropriate training is arranged. It is the policy of the group
and the company that the training, career development and promotion of disabled persons should, as far as
possible, be identical to that of other employees.

Employee consultation-

The group places considerable value on the involvement of its employees and has continued to keep them
informed on matters affecting them as employees and on the various factors affecting the performance of the
group and the company. This is achieved through formal and informal meetings throughout the year and the
group holds briefings and presentations when required.

Research and development
1t is the group's policy to enhance the performance of its products through continuous improvements and quality
control in order to meet evolving building design criteria and international building standards.




IKO U.K. Limited

Directors' report .
For the year ended 31 December 2019 (contmued)

Auditors
Each of the persons who is a director at the date of approval of this report confirms that

o so far as the director is aware, there is no relevant audit information of whlch the companys auditors are
unaware; and -

» the director has taken all the steps that he/she ought to have taken as a dilector in order to make
himself/herself aware of any relevant audit information and to estabhsh that the company’s auditors are
aware Of that information.

This confirmation is given and should. be interpreted in accoxdance with the plowsnons of section 418 of the
Companies Act 2006.

The auditors, Delontte LLP are deemed to be reappomted under section 487(2) of the Companies Act 2006.

Directors' indemnities
The company has made quahfymg third party indemnity provisions for the benefit of its dlrectors which were
made during the year and are in force at the date of this report.

Events after the balance sheet date

The emergence of the COVID-19 pandemic has had a sxgmﬂcant unpact on econonues and resulted in severe
Trestrictions of movement of people across the wonld The consndex ation of the going concern basis of accounting
is described in note 2. -

The divesting process and unwinding of the Tortolani business cluster, as initiated in 2018, was fully combleted
in the first half of 2020. The full impact however has been included in the 2019 accounts representing £2,003k
operating losses and £2,418k impairment losses, as result of the formal events and decision taken in 2019,

With Brexit effective as of 1 January 2021, the period of regulatory uncertainty one faced at the end of 2020,
partially extends into 2021. New business processes e.g. for customs compliance have been rolled out. The
business will continue to monitor the situation throughout this period so that we are prepared to react to new
opportunities, risks and challenges that may present themselves. Management has performed detailed review of
Brexit impact and implemented required administrative and ERP changes, as well as committed engagement of
logistical trading partners, in order to handle the additional administrative and financial requirements for
customs purposes, as the group is acquiring -majority of its* raw materials from outside UK. The business
activities have been resumed in January 2021 and no constraints in the UK - EU supply chain were noted. At the
point of signing the financial statements the directors have identified no material impact on the can'ymg values
of the assets and liabilities disclosed on thc balance sheet as at 31 December 2019

p .f;?s.?.«énd signed on its behalf by:




IKO U.K. Limited

Directors’ reéponsibilities statement

The directors acknowledge their lesponsxblhtles for preparing 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 elected to prepare the financial ‘statements in accordance with United Kingdom Generally
Accepted Accounting Practice (United Kingdom Accounting Standards and applicable law) including FRS 102
The Financial Reporting Standard applicable in the UK and Republic of Ireland. Under company law the
directors must not approve the financial statements unless they are satisfied that they give a true and fair view of
the state of affairs of the company and of the profit or loss of the company for that period.

In preparing these financial statements, the directors are required to:
< select suitable accounting policies and apply them consistently;
+ make judgements and accounting estimates that are reasonable and prudent;

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

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

The directors are responsible tor keeping adequate accounting records that are sutticient to show and explain the
group and the company's transactions and disclose with reasonable accuracy at any time the financial position of
the group and 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 group and the company and hence for
taking reasonable steps for the prevention and detection of fraud and other irregularities.

10




Independent auditor's report to the members of [KO UK. Limited

~ Report on the audit of the financial statements

Opinion i

lnpoul opinion, the financial statements of IKO U.K. Limited (the ‘parent company’) and its subsidiaries (the

‘group’): :

+ give a true and fair view of the state of the gioup s and of the palent company’s affairs as at 31 December
2019 and of the group’s pnoﬁt for the year then ended;

« have been properly prepared in accordance with. United Kingdom Generally Accepted Accountmg Practice,
including Financial Reporting Standard 102 “The Financial Reporting Standard applicable in the UK and
Republic of Ireland”; and

« have been prepared in accordance with the requirements of the Companies Act 2006.
We have audited the financial statements which (l,ompniise:

. “the consolidated profit and loss account;

o the consolidated and parent company baiance sheets;

« the consolidated and parent company statements of changes in equity;

» the consolidated ca§h flow statement; and

« 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 102 “The Financial Reporting
Standard applicable in the UK and Republic of Ireland” (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 group and the parent ¢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 responsnblhtles in accordance with these
requirements. We believe that the audlt evidence we have obtained i is sufficient and appropriate to provide a

basis for our opinion.

Conclusions relating to going concern

We are required by ISAs (UK) to report in respect of the following matters where:

« the directors’ use of the going concern basis of accountmg in preparation of the financial statements is not
appropr iate; or . -

« the directors have not disclosed in the financial statements any identified material uncertainties that may cast

significant doubt about the group’s or the parent company’s ability to continue to adopt the going concern
basis of accounting for a period of at least twelve months from the date when the financial statements are

authorised for issue.
We have nothing to report in respect'of these matters.

Other information .

The directors are responsible for the other information. The other mfmmauon comprises the information
included in the annual report, other than the financial statements and our auditor’s ‘report thereon. 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.

11




Independent auditor's report to the members of IKO U.K. Limited (continued)

Other information (continued) ’

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 such material
inconsistencies or apparent material misstatements, we are required to determine whether there is a material
misstatement in 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 repoit that fact. We have nothing to report in respect of these matters.

Responsibilities of directors i

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 ervor.

In preparing the financial statements, the directors are responsible for assessing the group’s and the parent
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 group or the parent
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 fo 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.

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 un&erstanding of the group and of the parent company and their environment
obtained in the course of the audit, we have not identified any material misstatements in the strategic 1eport and

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 mattets if, in our opinion:

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

«  the parent company 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.

12




Independent auditor's report to the members of IKO U.K. Limited (continued)

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.

For and on behalf of Deloitte LLP .
. Statutory Auditor
Manchester .

United Kingdom
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‘'TKO U.K. Limited

Consolidated profit and loss account
For the year ended 31 December 2019

2019 2018
_ Note £000 £000
Turnover . 4 309,132 299,230,
Cost of sales : (222,188) (213,446)
Gross profit ' : T 86944 85,784
Administrative expenses . (22,605) (23,236)
Distribution expenses : (38,324) (35,718)
Other operating (expense)/income (1,218) 1,661
Operating profit 24,797 28,491
Other gains 5 3 175
Interest receivable and similar income 6 89 34
Interest payable and similar expenses 7 (529) - (515)
(437) (306)
Profit before taxation . 9 24,360 23,185
Tax on profit 12 . (7,060) (7,589)
Profit for the financial year . C 17,300 20,596
Profit for the financial year attributable to:
Owners of the company ’ 17,113 20,104
Non-controlling interests 187 - 492
. ' 17,300 20,596
Other comprehensive income
Deferred tax movement relating to remeasurement on defined ]
benefit pension scheme . ) 23 . 665 (444)
Remeasurement arising on defined benefit pension scheme 25 (1,720) 818
Exchange differences arising on translation of foreign operations 1,244 3,766
T(;t_al comprehensive income for the year ' 17,489 24,736
Total comprehensive income for the year attributable to:
Owners of the company : ’ 17,302 24,244
‘Non-controlling interests : 187 492
' 17,489 24,736

The above results were derived from continuing operations.
A

" The notes on pages 21 to 53 form an integral part of these financial statements.




IKO U.K. Limited

Consolidated balance sheet

As at 31 December 2019 3
2019 2018
Note £000 : £000
Fixed assets
Iritangible assets L 13 712 o - 83]
Tangible assets : . 14, 60,982 59,600
Other investments . 15 6,113 6,113
-Investment properties . . 16 1,005 970
' ' ’ 68,812 67,514
_ Current assets ' ‘
Stocks 3 18 30,971 T 31,386
Debtors _ * ' 19 110,426 93,209
Cash at bank and in hand 49,662 - 48,408
‘ ' " 191,059 173,003
Creditors: amouats falling due within one year 20 ' (57,803) (55,654)
Net current assets 133,256 117,349
Total assets less current liabilitics © 202,068 184,863
Creditors: amounts falling due after more than one year . 20 L (1,29O)A (1,620)
Provisions for liabilities 23 (505) C o (876)
Deferred tax liabilities . . 23 (2,323) (1,597)
Pension scheme liability o 24 (18,729) (18,833)
Net assets ’ _ Co - 179,221 | 161,937
Capital and reserves
Called-up share capital . . 26 47,538 47,538
_ Merger reserve. ‘ . 26 4,833 4,833
Profit and loss account 26 124,081 106,779
Equity attributable to owners of the.company 176,452 . 159,150
Non-controlling interests A ‘ 2,769 2,787
Shareholders' funds } 179,221 161,937

UK. Limited (registration number: 03897526) were approved and authorised
and signed on its behalf by:

The financial Statements of
by the Board/on26/.2../ 1

The notes on pages 2! to 53 form an integral part of these financial statements.




IKO U.K. Limited

Company balance sheet
As at 31 December 2019

2019 2018
Note £000 £000
Fixed assets ' .
Investments 17 62,600 62,655
~ Current assets . '
Debtors 197 . 3,611 2,941
Creditors: amounts falling due within one year 20 (20,124) (20,105)
Net current liabilities . - (16,513) (17,164)
Total assets less current liabilities 46,087 45,491 -
Pension scheme liability 24 (18,729) (18,833)
Net assets 27358 26,658
Capilual and reserves
Called-up share capital 26 © 47,538 47,538
Profit and loss account 26 . (20,180) (20,880)
Shareholders' funds 27,358 26,658

The company has elected to take the exemption  permitted under section 408 of the Companies Act 2006 not to
present the company's profit and loss account. The company made a proﬁt after tax for the financial year of
£1,755k (2018: loss of £4,569k). -

The financial statements of£ 30 UX. Limited (reglstratlon number: 03897526) were approved and authorised
by the Begrd on 96./2 /AL ampsigned on its behalf by:

The notes on pages 21 to 53 form an integral part of these financial statements.
) . ) 16




'IKO UK. Limited

Consolidated statement of changes in equity
For the year ended 31 December 2019

' ’ Note

At 1 January 2018

Profit for the financial year

Deferred tax movement relating to remeasurement

on defined benefit pension scheme 23
Remeasurement arising on defined benefit pension
scheme . 25

‘Exchange differences arising on translation of
foreign operations

Total comprehensive income _
Dividends paid

At 3] December 2018

Equity
attributable to
: the owners of Nen- Total
Called-up Merger  Profit and loss the parent controlling shareholders'
share capital reserve account company interests funds
£000 £000 £000 £000 £000 £ 000
47,538 4,833 82,535 134,906 2,519 . 137,425
- - - 20,104 20,104 492 20,596
- - (444) (444) - (444)
- - 818 818, - 818
- - 3,766 3,766 - 3,766
- - 24,244 24,244 | 492 24,736
- - - - (224) (224)
47,538 4,833 106,779 159,150 2,787 161,937
The notes on pages 21 to 53 form an integral part of these financial statements.
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IKO UK. Limited

Consolidated statement of changes in equity
For the year ended 31 December 2019 (continued)-

Equity
attributable to,
the owners of Non- Total
Called-up Merger  Profit and loss the parent - controlling shareholders'
share capital reserve account company interests funds
Note £000 £900 £000 £000 £000 £000
At 1 January 2019 . 47,538 4,833 106,779 159,150 2,787 161,937
Profit for the financial year - - 17,113 17,113 . 187 17,300
Deferred tax movement relating to remeasurement )
on defined benefit pension scheme 23 . - - 665 665 - 665
Remeasurement arising on defined benefit pension
scheme 25 . - - (1,720) (1,720) - (1,720)
Exchange differences arising on translation of . .
foreign operations . - - 1,244 1,244 - - 1,244
Total comprehensive income - - 17,302 17,302 187 17,489
Dividends paid . . - - - - (205) (205)
4,833 124,081 176,452 2,769 179,221

At 31 December 2019 ) 47,538

The notes on pages 21 to 53 form an integral part of these financial statements.




IKO U.K. Limited

Company statement of changes in equity
For the year ended 31 December 2019

At 1 January 2018

-Loss for the‘ﬁnanc‘i'al year
Defeired tax movement relating to

remeasurement on defined benefit pension

scheme

Remeasurement arising on defined benefit

pension scheme

.23

25

Total comprehensive income

At'31 December 2018

Note

At 1 January 2019
Profit for the financial year

Deferred tax movement relating to
remeasurement on defined benefit pension

" scheme,

Remeasurement
pension scheme

Total comprehensive income

23

arising on defined benefit )
.25

4

At 31 December 2019

Note

" Called-up  Profit and loss :
share capital account Total
£000° £000 £ 000
47,538 (16,685) 30,853
. (4,569  (4,569)
- (444) (444)
- 818 818
- (4,195) (4,195)
47,538 (20,880) 26,658
Called-up Profit and loss .
share capital account ' Total
£000 £000 £000
47,538 (20,880) 26,658
. 1,755 1,755
. 665 665 -
- (1,720) (1,720)
- 700 700
47,538 (20,180) 27,358

The notes on pages 21 to 53 form an inte'grél part of these financial statements.
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IKO U.K. Limited

Consolidatea cash flow statement
For the year ended 31 December 2019

.Operating profit .
Adjustments to cash flows from non-cash items
Depreciation and amortisation

Changes in fair value of investment property
Post-employment benefits less payments

. Effect on unrealised foreign exchange movements

Operating cash flow before movement in working capital
Decrease in stocks

Decrease/(increase) in debtors

Increase in creditors

Decrease in provisions

Income taxes paid

Gain on disposal of property, plant and equipment
Interest received ’ '

Net cash flows from operating activities

Cash flows from investing activities
Acquisitions of tangible assets
Proceeds from sale of tangible assets

3

Net cash flows used in investing activities

Cash flows from financing activities
Interest paid

Increase in related party borrowing
Dividends paid

Net cash flows used in financing activities
Net increase in cash and cash equivalents

Cash and cash equivalents at 1 January
Effect of exchange rate fluctuations on cash held

Cash and cash equivalents at 31 December

The notes on pages 21 to 53 form an integral part of these financial statements.

Note

16

18
19
20
23

14
14

2019 2018

£ 000 £000
24,797 28,491
4,391 5,114

- (35) 60
(2,332) (1,871)
(103) : -
26,718 31,794
415 3,454
1,599 (2,991)
3,096 12,601
(371) . (1,052)
(6,788) (7,561)
3 175

89 34
24,761 36,454
(5.926) (6,202)
" 375 109
(5,551) (6,093)
(21) (38)
(18,190) (23,677)
(205) - -
(18,416) (23,715)
794 6,646
48,408 41,238 .
460 . 524
48,408

49,662
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TKO U.K. Limited

.Notes to the financial statements
For the year ended 31 December 2019

1 General information

IKO U.K. Limited (the 'company') is a private company limited by shares, 'incorborated in the United Kingdom
under the Companies Act 2006 and is registered in England and Wales. The address of its registered office and
principal place of business is Appley Lane North, Appley Bridge, Wigan, Lancashire, WN6 9AB.

The company is a parent undertaking and therefore these consolidated financial statements present the financial
information of the company and its subsidiary undertakings (together "the group"), as well as the company's )
individual financial statements.

The principal activities of the company and its subsidiaries is the manufacture, distribution and installation of
bitumen-based waterproofing systems and building products. .
The grou})‘s functional currency is pounds sterling, being thé currency of the primary economic environment in
which the group operates. The financial statements are presented in pounds stetling.

The following dormant subsidiaries of the company have taken advantage under section 349A of the Companies
Act 2006 exemption from preparing individual accounts. These subsidiaries are exempt from the requirement to .
prepare individual accounts by virtue of this section.

Name Companies House Registration Number

Direct subsidiary undertakings

The Waterproofing Group PLC 04278415
Ruberoid Pension Trustee Ltd 06024169
Ruberoid Works Pension Trustee Limited 06024217
Indirect subsidiary undertakings )
Ruberoid Pension Trustee Limited 06024169
Ruberoid Works Pension Trustee Limited 06024217
Roof Integrity Limited _ 11581646

2 Accounting policies

Basis of accounting

These financial statements have been prepared in accordance with FRS 102 The Financial Reporting Standard
applicable in the UK and Republic of Ireland ("FRS 102") issued by the Financial Reporting Council ("FRC").
These financial statements have been prepared under the historical cost convention, as modified for the fair
value of investment properties, as explained in the accounting policies below. Fair value is the price that would
be received to sell an asset or paid to transfer a liability in an orderly transaction between market participants at.
the measurement date, regardless of whether that price is directly observable or estimated using another
valuation technique. In estimating the fair value of an asset or a liability, the Company takes into account the
characteristics of the asset or liability if market participants would take those characteristics into account when
pricing the asset or liability at the measurement date. The group has applied the amendments to FRS 102 issued
by the FRC in December 2017 with effect from 1 January 2019. The transitional provisions relating to the
triennial review amendments have not resulted in any restatements of comparative information by the group.
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IKO U.K. Limited

Notes to the ﬁnancial'statements
For the year ended 31 December 2019 (continued)

2 Accounting policies (continued)

Basis of accounting (continued)
FRS 102 allows a qualifying entity certain disclosure exemptlons subject to conditions, which have been

complied with, including notification of, and no objection to, the use of exemptions by the company's
shareholders.

The company meets the definition of a qualifying entity under FRS 102 and has therefore taken advantage of the
disclosure exemptions available to"it in respect of its separate financial statements, which are presented
alongside the consolidated financial statements. Exémptions have been taken in relation to; .

- disclosing infra-group transactions, as required by paragraph 7 of section 33 Related Party Disclosures;
+ presenting a statement of cash flows, as required by Section 7 Statement of Cash Flows; '
. bresentiqg a financial instruments note; and

-+ presenting key management personnel remuneration,

These financial statements do not include a net debt disclosure note, because the group has a s:gmﬂcant positive
net cash position and is not relying on external or bank financing. .

Basis of consolidation

The group financial statements consolidate the financial statements of the company and its subsidiary
undertakings drawn up to 31 December each year. Subsidiaries are included within the consolidation where the
company has control over such entities, thereby having the power to govern the financial and operating policies
of the entity. The financial statements of subsidiaries that are acquired or disposed of within the financial year
are included within, or excluded from, the consolidation from the date that the company obtains, or loses
control. -

A subsidiary undertaking, Pure Asphalt Limited is included within the consolidation in full, despite having a 30
June 2019 year end, as the management deemed its results to be immaterial to the group.

All intra-group transactions, balances, income and expenses are eliminated on consolidation. Where necessary,
adjustments are made to the financial statements of subsidiaries to bring the accounting policies used in line
with those used by the group.

Going concern !

After makmg all due enquiries, the directors have a |easonable expectation that the group and company will
remain in operational existence for at least twelve months from the date of approval of these financial statements
and have adequate resources to continue as a going concern. For this reason the directors have continued to
prepare the accounts on a going concern basis. ’

The directors consider that the current economic environment, whilst difficult, is still favourable to facilitate a
steady increase in business confidence within which we can improve returns on capital. The group benefits from
the regional spread, diverse customer base, product range and service offering across its portfolio of trading
businesses providing a spread of risk. Several entities of the IKO UK group, have significant business -
interaction with related parties of the wider IKO group, therefore, directors have considered the going concern
for these as well, in making their assessment for IKO UK Group. The Board continues to employ its strategy of -
maintaining turnover while closely monitoring margins, overheads and cash flow. ,

The group’s balance sheet on page 14 shows net current assets of £133,256k (2018: £117,349k) and net assets of
£179,221k (2018: £161,900k) including cash totalling £49,662k (2018: £48,408k).
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IKO U.K. Limited

thes to the financial statements
For the year ended 31 December 2019 (continued)

‘2 Accounting policies (continued)

Tax (continucd) ‘

Deferred tax is recognised in respect of all timing differences that have originated but not reversed at the
balance sheet date where transactions or events that result in an obligation to pay more tax in the future or a
right to pay less tax in the future have occuired at the balance sheet date. Timing differences are differences
between the Group’s taxable profits and its results as stated in the financial statements that arise fiom the
inclusion of gains and losses in tax assessments in periods different from those in which they are recognised in
the financial statements. :

Unrelieved tax losses and other deferred tax assets are recognised only to the extent that, on the basis of all
available evidence, it can be regarded as more likely than not that there- will be suitable taxable profits from
which the future reversal of the underlying timing differences can be deducted.

When the amount that can be deducted for tax for an asset (other than goodwill) that is recognised in a business
combination is less (more) than the value at which it is recognised, a deferred tax liability (asset) is recognised
for the additional tax that will be paid (avoided) in respect of that difference. Similarly, a deferred tax asset
(liability) is recognised for the additional tax that will be avoided {paid) because of a difference between the
value at which a liability is recognised and the amount that will be assessed for tax. The amount atfributed to
goodwill is adjusted by the amount of deferred tax recognised. Deferred tax liabilities are recognised for timing
differences arising from investments in subsidiaries and associates, except where the Group is able to control the
reversal of the timing difference and it is probable that it will not reverse in the foreseeable future.

Deferred tax is measured using the tax rates and laws that have been enacted or substantively enacted by the
balance sheet date that are expected to apply to the reversal of the timing difference. Deferred tax relating to
non-depreciable property ‘measured using the revaluation model and investment property is measured using the
tax rates and allowances that apply to sale of the asset. In other cases, the measurement of deferred tax liabilities
and assets reflects the tax consequences that would follow from the manner in which the Group expects, at the
end of the reporting period, to recover or settle the carrying amount of its assets and liabilities.

Where items recognised in other comprehensive income or equity are chargeable to or deductible for tax
purposes, the resulting cwrrent or deferred tax expense or income is presented in the same component of
comprehensive income or equity as the transaction or other event that resulted in the tax expense or income.

Current tax assets and liabilities are offset only when there is a legally enforceable right to set off the amounts
and the Group intends either to settle on a net basis or to realise the asset and settle the liability simultaneously.

Deferred tax assets and liabilities are offset only. if: a) the Group has a legally enforceable right to set off current
tax assets against current tax liabilities; and b) the deferred tax assets and deferred tax labilities relate to income
taxes levied by the same taxation authority on either the same taxable entity or different taxable entities which
intend either to settle current tax liabilities and assets on a net basis, or to realise the assets and settle the
liabilities simultaneously, in each future period in which significant amounts of defeired tax liabilities or assets
are expected to be settled or recovered.
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IKO U.K. Limited

Notes to the financial statements
For the year ended 31 December 2019 (continued)

2 Accounting policies (continued)

Foreign currency transactions and balances
Foreign currency transactions are translated into the functional currency of the reporting entlty using the
exchange rate prevailing at the date the transactions took place. :

Monetary assets and liabilities denominated in foreign currencies at the reporting date are reported at the rates of
exchange prevailing at that date. Non-monetary items that are measured in terms of historical cost in a foreign
currency are not retranslated.

Foreign exchange gains and losses resulting from the settlement of transactions and from the translation at the
veporting date of monetary assets and liabilities are reported in profit or loss.

.

TFor the purpose of presenting the consolidated financial statements, the assets and liabilities of the group are
. translated using exchange rates prevailing at the reporting date. Income and expense items are translated at the
average exchange rates for the period. Foreign exchange gains and losses arising on translation into the
presentational currency are recognised within other comprehensive income.

Business combinations

Business combinations are accounted for using the acquisition method. The cost of a business combination is the

fair value of the consideration given, liabilities incurred or assumed, and of equity instruments issued, plus the
_costs directly attributable to the business combination.

Goodwill : 4 ' - /
Goodwill recognised represents the excess of the consideration and directly attributable .costs of the purchase
consideration over the fair value of the group's interest in the identifiable assets, liabilities and contingent

liabilities acquired.

" On acquisition, goodwill is allocated to the cash-generating units ("CGU's") that are expected to benefit from the
combination.

Goodwill is amortised over its expected useful life of 10 years.
Goodwill is assessed for impairment where an indication of impairment exists at the reporting date.

Any excess of the aggregate of the fair value of the identifiable net assets acquired over the fair value of the
consideration given (negative goodwill), is recognised and released to the statement of comprehensive income in
the periods in which the fair values of the non-monetary assets purchased on the same acquisition are recovered.

Research and development s
Research and development expenditure is written off to profit or loss in the year in which it is incurred.

Tangible assets "~ -
Tangible assets comprise land and bu]ldmgs plant, machinery and vehicles, which are mmally recognised at
cost, being the purchase price plus any directly attributable costs, and are subsequently measured at cost less

accumulated depreciation and impairment losses.
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IKO U.K. Limited

Notes to the financial statements
For the year ended 31 December 2019 (continued)

2 Aécqunting policies (continued)

Depreciation
Depreciation is charged on a strmght line basis to allocate the asset's cost, less its estimated residual value, over
its estimated useful life. The useful lives are as follows:

Asset class Depreciation method and rate
Freehold buildings ) 20 - 50 years '
Long leasehold properties ’ ] Period of lease

‘Short leasehold properties ’ Period of lease .

Plant, machinery and vehicles 3- 15 years

Investment property

Land and buildings, whether in whole or part, are classified as investment property when they are held to earn
rentals or for capital appreciation, or both. Investment properties are initially measured at cost, which comprises
the purchase price and any directly attributable expenditure, and are subsequently remeasured to fair value at
each reporting date, with changes in fair value recognised in profit or loss. .

Investments in subsidiary undertalings’

Investments in subsidiary undertakings are recognised at cost less accumulated impairment losses in the
company financial statements. Investments are tested for impairment where an indication of impairment exists at
the reporting date.

Impairment of assets : :

At each reporting date the group reviews the carrying value of its assets to determine whether there is any
indication that those assets have suffered an impairment loss. If any such indication exists the mcoverable
amount of the asset is estimated in order to determine the extent of the impairment loss.

The recoverable amount of an asset is the higher of fair value less costs to sell and value in use. Value in use is
the present value of the future cash flows expected to be derived from the asset. The present value calculation
involves estimating the future cash inflows and outflows to be derived from continuing use of the asset, and
from its ultimate disposal, applying an appropriate discount rate to those future cash flows.

Where the recoverable amount of an asset is less than the carrying amount, an impairment loss is recognised
immediately in profit or loss. An impairment loss recognised for an asset is reversed in a subsequent year if, and
only if, the reasons for the impairment loss have ceased to apply.

Stocks '

Stock is stated at the lower of cost and net realisable value on a first in first out basis. In the case of finished
goods and work-in-progress, cost is defined as the production cost which includes an appropriate proportion of
attributable overheads. . .

Where necessary, provision is made for obsolete, slow moving and defective stocks to reduce the carrying

amount to net realisable value. Net realisable value is based on the estimated selling price less further costs
expected to be incurred to completion and disposal.
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IKO U.K. Limited

Notes to the ﬁhancial statements
For the year ended 31 December 2019 (continued)

2 Accounting policies (continued)

Financial instruments

Financial assets and liabilities are recognised when the group becomes party to the contractual provisions of the
financial instrument. The group holds only basic financial instruments, which comprise cash and cash
equivalents, debtors, investments in equity instruments and creditors. The group has chosen to apply the
measurement and recogmtlon provisions of section 11 Basic Financial Instruments and section 12 Other

Financial Instruments in full.

Financial assets - classified as basic financial instruments

Cash and cash equivalents
Cash and cash equivalents comprises cash in hand, deposits held with banks and other shox’t—term highty |lqllld

investments with original maturities of three months or less.

Considering the significant cash position of the group and because the group is not carrylng extemal financial
debs, the presentation of a (net) debt note is not considered relevant.

Debtors :
Debtors are initially recognised at the transaction price, including any transaction costs, and are subsequently

measured at amortised cost using the effective interest method, less any provision for. impairment.

Amounts that are receivable within one year are measured at the undiscounted amount expected to be
receivable, net of any impairment.

Where a financial asset constitutes a financing transaction it is initially and subsequently measured at the plesent
value of the future payments, dlscounted at a market rate of i mterest

At the end of each reportmg year, the group assesses whether there is'objective evidence that any financial asset
may be impaited. A provision for impairment is established when there is objective evidence that the group will
not be able to collect all amounts due according to the original terms of the financial asset. The amount of the
provision is the difference between'the asset's carrying amount and the present value of the estimated future cash
flows. The amount of the provision is recognised immediately in profit or loss. ’ ’

Financial liabilities - classified as basic financial instruments

Creditors
Creditors are initially measured at the transaction price, including any transaction costs, and are subsequently

measured at amortised cost using the effective interest method.

Amounts that are payable within one year are measured at the undiscounted amount expected to be payable.

~ . .
Where a financial liability constitutes a financing transaction it is initially and subsequently measured at the
present value of the future payments, discounted at a market rate of interest.




IKO U.K. Limited

Notes to the financial statements .
For the year ended 31 December 2019 (continued)

. 2 Accounting policies (continued)

Financial liabilities - classified as basic financial instruments (continued)

Borrowings .

Interest-bearing borrowings are initially recorded at fair value, net of transaction costs. Interest-bearing
borrowings are subsequently carried at amortised ‘cost, with the difference between the proceeds, net of
transaction costs, and the amount due on redemption being recognised as a charge to the statement of -
comprehensive income over the period of the relevant borrowing, : '

Interest expense is recognised on the basis of the effective interest method and is included in interest payable
and similar charges.

Borrowings are classified as current liabilities unless th_e'company has an unconditional right to defer seitlement
of the liability for at least twelve months after the reporting date..

Employee benefits

Short-term benefits

Short-term benefits, including holiday pay and other similar non-monetary benefits, are recognised as an
expense in the period in which the service is received. An accrual is provided for short-term compensated
absences where entitlement has accumulated, but has not been taken, at the reporting date.

Defined contribution pension schemes

For defined contribution schemes the amount charged to the profit and loss account in respect of pension costs
and other 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 benefit pension scheme

For defined benefit schemes the amounts charged to operating profit are the costs arising from employee
services rendered during the period and the cost of plan introductions, benefit changes, settiements and
curtailments. They are included as part of staff costs. The net interest cost on the net defined benefit liability is
charged to profit or loss and included within finance costs. Remeasurement comprising actuarial gains and
losses and the return on scheme assets (excluding amounts included in net interest on the net defined benefit
liability) are recognised immediately in other comprehensive income. :

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 credit method. The actuarial valuations are obtained at
least triennially and are updated at each balance sheet date.

The Company is the sponsoring employer of the Group’s defined benefit schemes. There is no contractual
agreement or stated policy for charging the net defined beénefit. cost to individual group entities and thus the
Company recognises the net defined benefit cost of the schemes in full. Contributions payable by other group
entities reduce the net service cost of the plan recognised by the Company.

Other long-term employee benefits are measured at the present value of the benefit obligation at the reporting
date. '
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"2 Accounting policies (continued)

Provisions

- Provisions are recognised when there is a present obligation (legal or constructive) as a result of a past event, it
is probably that the obligation will be required to be settled, and a reliable estimate can be made of the amount
of the obligation. The amount recognised as a provision is the best estimate of the consideration required to
settle the present obligation at the end of the reporting period, taking into account the risks and uncertainties
surrounding the obligation. Provisions are discounted when the time value of money is material.

Leases
Lease arrangements are classified as a finance lease where the terms of the lease transfer substantially all the
risks and rewards of ownership to the lessee. All other lease arrangements are classified as an operating lease.

Share capital .
Ordinary shares are classified as equity. Equity mstruments are measured at the fair value of the cash or other
resources received or receivable, net of the direct costs of issuing the equity instruments. If payment is deferred
and the time value of money is material, the initial measurement is on a present value basis.

Dividends
Dividend distribution to the company’s shareholders is recognised as a liability in the financial statements in the
reporting period in which the dividends are declared.

3 Critical accounting judgements and key sources of estimation uncertainty

In applying the group's accounting pohmes the directors are required to make judgements, estimates and
assumptions in determining the carrying amounts of assets and liabilities, The directors' judgements, estimates
and assumptions are based on the best and most reliable evidence available at the time the decisions are made,
and are based on historical experience and other factors that are considered to be applicable. Due to the inherent
subjectivity involved in making such judgements, estimates and assumptions, the actual results and outcomes
may differ. . ’

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates
are recognised in the year in which the estimate is revised, if the revision affects only that year, or in the year of
the revision and future years, if the revision affects both current and future years.

Critical judgements in applying the group's accounting policies

The critical judgements that the directors have made in the process of applying the group's accounting policies
and that have the most sigaificant effect on the amounts recognised in the financial statements are discussed
below.

(i) Establishing fair value of investment properties

When the fair value of investment properties cannot be measured based on the price of a recent transaction for
an identical asset or liability, their fair value is measured using valuation techniques including the discounted
cash flow model, using an external, independent valuation expert {see note 15). The inputs to these models are
taken from observable markets where possible, but where this is not feasible, a degree of judgement is required
in establishing fair values. Judgements include considerations of inputs such as market rent, vacancy rate, yield
requirement and inflation. Changes in assumptions about these factors could affect the’reported fair value of
investment properties. The carrying value of investment properties at the balance sheet date was £1,005k (2018:

£970k).
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3 Critical accounting judgements and key sources of estimation uncertainty (continued)

(i} Discount rate used to determine the carrying amount of the group’s defined benefit obligation

The group’s. defined benefit obligation is discounted at a rate set by reference to market yields at the end of the
reporting period on high quality corporate bonds. Significant judgement is required when setting the criteria for
bonds to be included in the population from which the yield curve is derived. The most significant criteria
considered for the selection of bonds include the issue size of the corporate bonds, quality of the bonds and the
identification of outliers which are excluded. -

Key sources of estimation uncertainty

The key assumptions concemning the future, and other key sources of estimation uncertainty, that have a
significant risk of causing a material adjustment to the carrying amounts of assets and liabilities within the next
financial year are: ’

(i) Recoverability of deblo:s '
A provision for debtors is established when it is estimated that the debtors are not considered to be fully

recoverable. When assessing recoverability the directors consider factors such as the aging of the debtors, pasl
experience of recoverability, and the credit profile of individual or groups of customers.

(ii) Estimating value in use

Where an indicator of impairment exists, the directors are reguired to carry out an impairment review to
determine the recoverable amount, which is the higher of fair value less cost to sell and value in use. The value’
in use calculation requires the directors to estlmate the future cash flows expected to arise from the asset-or the
. cash generating unit.

(iii) Provisioning for stocks

The group manufactures products, and is subject to changing customer demands and market conditions. As a
result, the directors have considered the recoverability of the cost of stocks and the associated provisioning
required. When calculating the provision, the directors have considered the nature and condition of the items, as
well as saleability of finished goods and future use of the raw materials.

(iv) Long term contracts i

Amounts recoverable on contracts, which are included in debtors, are stated at cost plus attributable profit less
any foreseeable losses. The profit on each individual contract is the lower of profit earned to daté and that
forecast at completion. Payments received on account are deducted from amounts recoverable on contracts.
Such amounts, which have been received and exceed amounts recoverable, are included in creditors. -

In determining the attributable proﬂt on contracts to a particular accounting period the group uses estimation
techniques. The principal estimation technique used is the preparation of profit forecasts on a contract by
contract basis which enables an assessment to be made on'the final out-turn on each contract. Profit is then
recognised when the outcome of the contract can be foreseen with reasonable.certainty.
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4 Turnover
The analysis of the group's turnover for the year from conﬁxluing operations is as follows:

2019 2018
. £000 £000
Sale of goods ’ 246,564 ¢ 237,339
Contracting 62,568 61,891
309,132 299,230
The analysis of the group's turnover for the year by geographical market is as follows: .
’ 2019 2018
. £000 £ 000
“United Kingdom ’ ] ' 131,713 115,128
Belgium ' ' 89,167 87,526
Netherlands . ! . 54,149 57,577
Rest of Europe o 29,025 34,532
Rest of World . i 5,078 4,467
’ ’ : 309,132 299,230 -
5 Other gains
* The analysis of the group's other gains and losses for the year is as follows:
2019 2018
. £ 000 £ 000
- Gain on disposal of property, plant and equipment 3 175
6 Interes't receivable and similar income
‘ ~2019 2018
£ 000 £000
Interest income on amounts due from related parties Co 54 . , -
Interest receivable on cash at bank 35 34
89 34
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7 Intercst payable and similar expenses

Interest payable on amounts due to related parties
" Interest on net defined benefit pension obligation (note 25)

2019 2018
£ 000 £000
21 28
508 487
529 515

8 Staff costs

1

The average number of persons employed by the group (including executive directors) during the year, analysed

by category was as follows:

2019 2018
No, No.
Production 591 579
Sales ‘ 259 265
Administration 196 213
N 1,046 1,057
The aggregate payioll costs (including directors’ remuneration) were as follows:
2019 © 2018
£000 £000
Wages and salaries . 40,955 -40,597
Social security costs . 7,253 7,315
Pension costs, defined contribution scheme (note 25) 1,520 4215
Pension costs, defined benefit scheme (note 25) 2,241 2,106
51,969 54,233
9 Profit before taxation
Profit before taxation is stated after charging/(crediting): .
2019 2018
£000 £ 000
Amortisation expense of intangible assets (note 13) 115 115
Depreciation expense of tangible assets (note 14) 4,276 4,999
* Operating lease expense - land and buildings 188 107
‘Operating lease expense - other 287 131
Foreign exchange losses . 121 238
Fair value gains on investment property (note 16) 35) (60)
Impairment of Tortolani Business (note 30) 2,418 -
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10 Directors’ remuneration

The directors' remuneration for the year was as follows:

2019 2018

. £000 £000
Divectors' emoluments ) ' 183 - 389
Company contributions to pension schemes i 23 34
. 206 423

No directors were remunerated through the company directly, the amounts disclosed represent the amounts
remunerated through the 1KO group. During the year retirement benefits were accruing to 1 director (2018: 2) in
respect of defined contribution pension schemes. '

The highest paid director received remuneration of £183,000 (2018: £265,000).

The value of the company's contributions paid to a defined contribution pension scheme in respect of the highest
paid director amounted to £23,000 (2018: £17,000).

11 Auditors' remuneration

2019 , 2018
£000 . £000
Fees payable to the company's auditor and its associates for the ~
audit of the company's annual accounts . 40 : 37
Fees payable to the company's auditor and its associates for other
services to the group
The audit of the group subsidiaries ' 123 . 112
Taxation compliancé services 54 32
Other non-audit services ' 18 12
235 193

Total audit fees
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12 Tax on profit

The tax charge comprises:

2018

- ' 2019
£000 £000

Current taxation
UK corpdration tax 2,712 - 624
UK corporation tax adjustment to prior periods (119) 272

' , 2,593 896
Foreign tax - 4,009 6,537
Total current tax . 6,602 7,433
Deferred taxation ‘ '
Arising from origination and reversal of timing differences , 455 156
Arising from previously unrecognised tax loss, tax credit or temporary
difference of prior periods . 3 -
Total deferred taxation ' 458 156
Total tax on profit . . 7,060 7,589

The tax on profit before tax for the year is the same as the standard rate of corporation tax in the UK (2018:

higher than the standard rate of corporation tax in the UK) of 19% (2018: 19%).

The differences are reconciled below:

2018

2019

' . £000 £000
Profit before tax 24,360 28,185
Tax on profit at standard UK corporation tax rate of 19% (2018: 19%) 4,628 . 5,355
Effects of: .
Expense not deductible for tax purposes ' : 890 939
Movements in deferred tax . 458 427
Differences due to overseas tax rates/allowances ) © 1,455 1,624
UK dividends not taxable (100) (1,028)
Adjustments in respect of prior periods (271) - 272
Total tax charge ) ' 7,060 7,589
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12 Tax on profit (confinued)

Factors that may affect future tax charges

A reduction in the UK corporation tax rate from 19% to 17% (effective from | Aprll 2020) was substantively
enacted on 6 September 2016. A change to the UK corporation tax rate, announced in the Budget on 11 March
2020, was substantively enacted on 17 March 2020. The enacted change maintains the applicable UK tax rate at
'19% rather than the previously enacted reduction to 17%. As the new rate was not substantively enacted as at 31
" December 2019, the tax charge and deferred tax liability as at the balance sheet date were measured at the
enacted tax rate of 17%

13 Intangible assets -

Group
' p Negative
Goodwill . goodwill Total
£000 - £000 £000

Cost or valuation . ) .
At 1 January 2019 . ) 30,543 ) 37 30,506
Disposals (1,252) - (1,252)
Foreign exchange movements : @ _ - 4
At 31 December 2019 29,287 (G7) 29250
Amortisation _ ‘ -
At 1 January 2019 : T 29,702 . 27 29,675
Charge for the year: . ' A 119 C)) 115
Eliminated on disposal (1,252) ‘ - (1,252)
At 31 December 2019 ‘ . 28,569 (€1)) 28,538
Carrying amount ‘
At 31 December 2019 . 718 (6) . 712
At 31 December 2018 . 841 L)) 831

The company does not have any intangible assets.

Negative goodwill is being amortised over 10 years which is equal to the period over which the related
non-monetary assets of the acquired businesses are being depreciated. R

During the year, the Group disposed on it's investment in K+L Invest SA and Tortolani Bruxelles SA, and as a
result disposed of the Goodwill associated with these companies, which had previously been fully amortised.
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14 Tangible assets

Group
Plant,
Land and machinery and
buildings vehicles Total
£ 000 £000 £000
Cost or valuation ‘ . ‘
At 1 January 2019 i 53,991 54,787 108,778
Additions 2,775 3,151 5,926
Disposals . (2,642) (1,099) (3,741)
Foreign exchange movements . 3 (1) 108 ) 107
At 31 December 2019 S 54123 56947 _ 111,070
Depreciation
At 1 January 2019 12,277 36,901 49,178
) Charge for the year e ) 1,744 2,532 4,276
Eliminated on disposal ‘ (2,512) - (854) (3,366)
At 31 December 2019 11,509 38,579 50,088
Net book value ' 4 '
At 31 December 2019 42,614 . 18,368 60,982
At 31 December 2018 ’ 41,714 © 17,886 59,600

Included within the net book value of land and buildings above is £42,614k (2018: £41,714k) in respect of long
" leasehold land and buildings. )

The company does not have any tangible assets.

15 Other investments

Group
2019 2018
' ) £000 £ 000
At.] January 2019 and 31 December 2019 6,113° 6,113

The company does not have any other investments.

On 1 January 2007 the group acquired 12,000 D preferred shares in Goldis Enterprises, Inc (a related company
incorporated and registered in Canada) as consideration for the disposal of Blair Rubber Company, Inc. and
Hyload Inc. The registered office. address of Goldis Enterprises, Inc is: 120 Hay Road Wilmington, DE 19809
United States. : T

\
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16 Investment properties

Group ‘
2019
Freehold
Fair value . £000
At 1 January L . 970
Revaluation ' 35 -
At 31 December ] 1,005
All investment property held are freehoid. . : o
The company does not have any investment properties. . ‘
The historical cost equivalent values for the investment property are as follows: ,
’ . -, 2019 . 2018
: £000 - £000
Cost : : 838 7838
Accumulated depreciation (214) (198)
' 624 - 640

Carrying value

All investment property is stated at fair value determined annually by external valuers all holding recognised
and relevant professional qualifications and havmg recent experience in the location and class of the investment

property being valued. .

*The valuations at 31 December 2019 were made by Ryden LLP, Naylors Chartered Suweyors Roberts &
Roberts Chartered Surveyors, and Ayers & Cruiks ‘on an open market value foi existing use basis. Property
rental income earned during the year was £83,000 (2018: £77,000). :

17 F'gxed asset investments

Company :
Company

2019 2018
. £ 000 . £000
Investments in subsidiaries 62,600 62,655

37




IKO U.K. Limited

Notes to the financial statements

For the year ended 31 December 2019 (continued)

17 Fixed asset investments (continued)

" Subsidiaries

Cost or valuation

At 1 January 2019 and 31 December 2019

Provision
At | January 2019 ..
Impairment '

At 31 December 2019
Carrying amount

At 31 December 2019
At 31 December 2018

Name

Direct subsidiary undertakings

1KO Holdings Plc (registration
number: 02446447) Appley Lane
North, Appley Bridge, Wigan,
Lancashire, WN6 9AB.

The Waterproofing Group PLC
(registration number: 04278415)
Appley Lane North, Appley Bridge,
Wigan, Lancashire, WN6 9AB.

Ruberoid Pension Trustee Ltd
(registration number: 06024169), 1B
Mount Grace Drive, Poole, BH14
SNB

Ruberoid Works Pension Trustee
Limited (registration number:
06024217), 1B Mount Grace Drive,
Poole, BH14 8NB

The Specialist Waterproofing Group
Limited (registration number:
04246517), 1B Mount Grace Drive,
Poole, BH14 §NB

Country of incorporatioﬁ Nature of business

United Kingdom

United Kingdom

United Kingdom -

United Kingdom

" United Kingdom

Holding company
Dormant
Dormant
Dormant

Holding company

2019
£000

66,355

3,700
55

3,755

62,600
62,655

Proportion of
ordinary share
_capital held

'100%'
100%
100%
100%

100%
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17 Fixed asset investments (continued)

Indirect subsidiary undertakings
Name

IKO Plc (registration number:

02678296) Appley Lane, North
-Appley Bridge, Wigan, Lancashire,
. WN6 9AB

IKO Limited Unit 502, Northwest
Business Park, Ballycoolin, Dublin
15

The Specialist Waterproofing Group
Limited¥ (registration-number:
04246517), 1B Mount Grace Drive,
Poole, BH14 8NB :

William Briggs & Sons Limited
(registration number: 02548605)
Amasco House, 101 Powke Lane,
Cradley Heath, West Midlands, B64
SPX

Briggs Amasco Limited (registration
number: 03541311), Amasco House,
101 Powke Lane, Cradley Heath,
"West Midlands, B64 SPX

Ruberoid International Limited
(registration number: 02860994),
Appley Lane North, Appley Bridge,
Wigan, Lancashire, WN6 9AB

TKO NV (registration number:
0406317459), D’Herbouvillekaai 80,
2020 Antwerp

Asbo NV (registration number:
0458131889), D’Herbouvillekaai 80,
2020 Antwerp

Asphaltco NV, (registration number:

0400456184) D’Herbouvillekaai 80,

2020, Antwerp )

TKO Holdings BV (registration

number: 23057374) Wielewaalweg 1,
4791 PD Klundert

Country of incorporation
United Kingdom
Ireland .

United Kingdom

United Kingdom

N

United Kingdom
United Kingdom
Belgium
Belgium
Belgium

Netherlands

Nature of business

Manufacture of
waterproofing products

Distribution of
waterproofing products

Holding company

_ Holding company

Roofing and cladding
services

Holding company

Manufacture and
installation of
waterproofing products

Distribution of
corrugated sheets,

Holding, company‘

Holding company

Proportion of
ordinary share
capital held
100%

100%

26%

76%

100%

100%

100%

100%
99.5%

100%
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17 Fixed asset investments (continued)

"Name Countr'y of incorporation

Indirect subsidiary undertakings
(continued)

Bitasco Trading BV (registration
number: 20112848) Wielewaalweg 1, Netherlands
4791 PD Klundert

IKO Insulations BV (registration
number: 20117454) Wielewaalweg ~ Netherlands
143, 4791 PD Klundert

TKO BV (registration number: .
23026078) Wielewaalweg 1, 4791 PD Netherlands
Klundert

Touwen & Co BV (registration
number: 35017324), Oostzijde 300,  Netherlands
1508 ET Zaandam

ATAB NV (registration number:
0629893551), Satenrozen 2 U002, Belgium
2550 Kontich (Belgium)

Pure Asphalt Company Limited
(registration number: 02983959) ,
Appley Lane North, Appley Bridge,
Wigan, Lancashire, WN6 9AB )

Roof Integrity Limited (registration
number: 11581646), 1B Mount Grace United Kingdom
Drive, Poole, England, BH14 8NB

United Kingdom

Nature of business

Distribution of roofing
products

Distribution of roofing
products

Distribution of roofing
products

Manufacture of paints
and wood preservative

Installation of roofing

products

Dormant

Contracting

Proportion of
ordinary share -
capital held

100%
100%
- 100%
100%

100%
100%

100%

*Specialist Waterproofing Group anted ("SWG") is a holding company whlch owns a 40% interest in William.
Briggs & Sons Limited. As SWG has no operations other than its holding in William Briggs & Sons Limited,

which is consolidated as a subsidiary, SWG has not been included within these financial statements using the
equity method, and the investment is accounted for as part of the direct investment in William Briggs & Sons

Limited.
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' 18 Stocks

Raw materials and consumables
Work in progress
Finished goods and goods for msale

) Group .

2019 2018
£000 £000
9,760 8,600

69 1,364
21,142 21,422
30,971 31,386

Impanment of stocks is reviewed annually as part of the routine year end provisioning process, and any changes

to the provision are recognised wnthm the cost of sales in the profit and loss-account.

The company did not have any stock in the current or prior year.

19 Debtors ' ,
Group Company
! ’ : 2019 2018 2019 2018
Note £000 £ 000 - £000 £ 000
Amounts falling due within one ‘
,year:
Trade debtors ) 52,650 51,550 - -
. Provision for impairment of debtors ' 2,030 5,514 - -
Trade debtors ' ‘ 54,680 : 57,064 - -
Amounts due from related parties ~ 27 - . 42,952 27,623 - - -
Other debtors ' . 4,294 2,456 - -
Prepayments and accrued income 2,062 "1,503 i -
Deferred tax assets 23 5317 . 4,361 3,611 2,941
Income tax assets : 1,121 202 - -
' 110,426 93,209 3,611 2,941

Amounts due from related parties include trading balances that are interest free and loan balances that attract
interest based on'a EURIBOR rate. All related party balances are unsecured, due within one year or repayable

on demand (2018: same).

’

" All other balances are unsecured,interest free and repayable on demand.
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20 Creditors
Group Company !
2019 2018 2019 2018
) Note £000 £ 000 £000 £ 000
Creditors: amounts falling due '
within one year .
Trade creditors ' 22,559 20,950 - -
Amounts .due to related parties 27 © 10,422 11,924 19,957 19,924
Social security'and other taxes 6,530 6,960 - -
Defined contribution pension costs ' 86 72 - -
Other creditors 7,160 5,692 - -
Accrued expenses - 8,080 5,971 167 181
Corporation tax ) 1,660 1,538 - -
Deferred income. ) _ 1,306 2,547 - -
57,803 55,654 20,124 20,105

Amounts due to related parties include, trading balances that are interest free and loan balances that attract
interest at variable rates ranging from LIBOR +1.2% to +1.5% and EURIBOR based rates. All related party

balances are unsecured, due within one year or repayable on demand (2018: same).

All other balances are unsecured, interest free and repayable on demand.

Group Company

2019 2018 2019 2018
Note £000 £ 000 £000 £000

Creditors: amounts falling due/ ' .

after one year

Other loans 269 407 - -
Amounts due to related parties 27 . 1,021 1,213 - -
' 1,290 1,620 - -

Loans and borrowings are due to related parties and accrue interest at a rate based on EURTBOR. The loans are

unsecured and repayable within five years (2018: same).
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21 Loans and borrowings

Borrowings are repayable-as follows:

Group

2019 2018

£ 000 £ 000
Loans and bo‘rrowings .
Between one and two years 204 7 -
Between two and five years 817 161
After five years - 1,052

1,021 1,213

Loans and borrowings are due to related parties and accrue interest at a rate based on EURIBOR The loans are
unsecured and repayable within five years (2018: same). '

.22 Obligations under leases and hire purchase contracts

Group

Operating leases
At 31 December 2019, the group had minimum lease payments under non-cancellable operating ]cases as

follows:

Land and buildings Other

2019 2018 2019 © 2018
£000 £000 £000 . £000

Not later than one year ' 88 117 43 L 6
Later than one year and not later - RN
than five years . 231 256 ) 28 101
Later than five years 279 68 - ) 11 : 11
598 441 82 118
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23 Provisions

Group
Product Environment Other
watranties " provision provisions Total
£ 000 £000 £000 £ 000

At 1 January 2019 ) 235 419 222 876
Utilisation of provisions during
the year . . (36) - (33) (69
Release of provision no longer -
required - (283) - (283)
Decrease due to foreign
exchange differences (16) - (3) (19)
At 31 December 2019 > 183 136 186 505

The company did not have any provisions.

The warranty proviéion covers future product costs and claims arising in the normal course of business from
prior period sales. The environment provision largely relates to site clean-up costs at locations of the group's -
non-UK operations. This is expected to be utilised over the next 10 years. Other provisions largely relate to
pre-retirement obligations to employees in the group's non-UK operations. This is expected to be utilised over

the next S years.
Deferred tax

Group

At 1 January

Prior year adjustments - P
Movement in the pl'of'lt and loss account
Movement in other comprehensive income

31 December

Prior year adjustments reflects the change in consolidation scope.

Accelerated capital allowances
Defined benefit pension scheme
Tax losses carried forward
Other timing differences -

2019 2018
£000 £000
(2,764) (3,052)
(23) (310)
458 154
(665) 444
(2,994) (2,764)
2019 2018
£000 £000
1,301 2,384
(3,676) (3,011)
(1,641) (1,639)
1,022 (498)
(2,994) (2,764)
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23 Provisions (continucd)

- Deferred tax (continued)

- Deferred tax asset
_ Deferred tax liabilities

Company

At 1 January
(Credited)/charged to other comprehensive income

Defined benefit pension scheme
Other timing differences

v

2019 2018
£ 000 £000
(5,317) (4,361)
2,323 1,597
(2,994) (2,764)
2019 2018
£ 000 £ 000
(2,941) (3,385) -
(670) 444
(3,611 (2,941)
2019 - 2018
£000 £ 000
(3.611) (2,941)
(3,611) (2,941)
2019 2018
£ 000 £ 000
(3,611) (2,941)

Deferred tax asset

" A deferred tax asset of £1,641k (2018: £1,639k) has been recognised in the financial statements on available tax
losses carried forward. Tax losses carried forward have arisen predominantly in entities outside the UK. The
directors consider that recognition of the asset is supported by forecasts and actual trading performance
sufficient to generate future taxable profits against which the deferred tax asset is expected to reverse. The

future off-set of tax losses carried forward is not restricted and not subject to expiry.

There are no unrecognised deferred tax liabilities. No provision has been made in respect of additional taxation
which may become payable in the event that retained profits of overseas subsidiary undertakings are distributed
to the parent company. The amount of such liability at 31 December 2019 is not material (2018: same).

24 Pension scheme liability

Group and company

At 1 January 2019
Movement

At 31 December 2019

Employee
benefits
£ 000

18,833
N (104)

18,729
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25 Post-employment benefits

Defined contribution pension schemes
The group operates a defined contribution pension scheme f01 all employees of the group. Contributions
totalling £86k (2018: £72k) were payable to the scheme at the end of the year and are included in creditors.

Contributions made into this plan are paid by the group at rates specified in the rules of the scheme, The total
amount recognised in profit or loss during the year was £1,520k (2018: £4,215k).

Defined benefit pension schemes

The group's defined benefit pension arrangements in the UK are operated through the Ruberoid PLC Staff
Pension Scheme (the "Scheme"). Group contributions payable for the year to the defined benefit scheme
amounted to £2,241k (2018: £2,106k).

The Ruberoid PLC Staff Pension- Scheme was closed to new members on 6 April 2003. A defined contrit)ution
scheme based on the stakeholder arrangement was introduced for staff from that date. It has been agreed that an
employei' contribution rate of 9% pensionable pay will apply in future years.

The latest full actuarial valuation of the Ruberoid PLC Staff Pension Scheme carried out at 5 April 2017 was
updated to 31 December 2019 by a qualified independent actuary. For closed schemes under the projected unit
method the current service cost will increase as the members of the scheme approach retirement.

From 6 April 2007 changes were introduced limiting the future increases to pensionable salary to 3% per annum
and increases to pensions in payment in respect of service after 6 April 2007 to 3% per annum. The employee
would pay any increase in the cost of future accrual of benefits. Also from 6 April 2007 the new Group
- Stakeholder Scheme was introduced. This is a defined contribution scheme open to members of the Ruberoid
PLC Staff Pension Scheme.

The Scheme is subject to the Statutory Funding Objective under the Pension Scheme Act 2004. The amounts
recognised are as follows: ‘

Reconciliation of scheme assets and liabilities to assets and liabilities recognised
The amounts recognised in the balance sheet are as follows:

2019 2018

£000 £000
Fair value of scheme assets ) 62,615 59,502
Present value of defined benefit obligation _ (81,344) (78,335)
Defined benefit pension scheme deficit (18,729) . (18,833)

46




IKO U.K. Limited

Notes to the ﬁnancial statements '
For the year ended 31 December 2019 (continued)

25 Post-émployment benefits (continued)
The amounts recog'nised\ifn profit or loss are as follows:
Administration costs

Net interest expense (note 7)
Past service cost

The amounts recognised in comprehensive income are as follows:

Losses/(gains) .

Loss/(gain) on scheme assets in excess of interest
_Experience gains on liabilities i
Losses/(gains) from changes to financial assumptions
Gains from changes to demographic assumptions

Defined benefit obligation

Movements in the present value of defined benefit obligation were as follows:

Present value at start of year

Past service costs

Interest cost

Benefits paid

Experience gain on liabilities
Changes to demographic assumptions
Changes to financial assumptions

Present value at end of year

2018

2019
£000 £000
232 235
508 487
- 1,400
740 2,122
2019 2018
£000 £000
(3,902) - 3,488
(226) 14)
7,979 (3,716)
(2,131) (576)
1,720 (818)
2019 2018
.£000 ~ £000
78,012 83,111
- 1,077
2,191 2,110
(4,481) (3,980) -
(226) (14)
(2,131) (576)
7,979 (3.716)
81,344 78,012
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2S5 Post-employment benefits (céntinued) .

Fair value of scheme assets
Changes in the fair value of scheme assets are as follows:

Fair value at start of year

Interest income

Return on plan assets, excluding amounts included in interest
income/(expense) -
Administration costs

Contributions by scheme participants

Benefits paid

Fair value at end of year

Analysis of assets

The analysis of the scheme assets at the balance sheet date was as follows:

Equities

Cash H

Gilts

Bonds

Bulk annuity policy
Multi-asset credit’
Diversified growth funds

The return on plan assets was approximately £5,585k (2018: £1,865k). .

" The assets do not include any investment in shares or property of the company.

2018

2019/
£000 £000
59,502 63,476
1,683 1,623
3,902 (3,488)
@32) (235)
2,241 2,106
(4,481) (3,980)
62,615 59,502
2019 2018
% %
24 29
[
10 10
ig 41
12 9
3 0
100 100
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25 Post-employment benefits (continued)

The principal assumptions used by the actuary to calculate the defined benefit scheme liabilities include:

’ ‘ : S~ 2019 2018

. _ % %

Discount rate . ' 2.10 2.90
Retail Price Index (RPI) inflation T 320 3.40 .

Consumer Price Index (CPI) inflation ‘ . 2.20 2.40

RPI max 5% pension increases . 310 ' 3.30

RPI max 3% pension increases 2.60 2.70

CP1 max 3% pension increases : . 2.00 © 210

110% of the S2Ns  110%Of S2NXA tables

! : tables with CMI 2018 ro'ectmzz ;I;Hazlg:j

Post retirement mortality assumption . . projections using a proy term rate o%'

long-term,improvement - . £1.59
rate of 1.50%p.a. improvement,of 1.5%
pa

Members take 90% of ~ Members take 90% of

the maximum available the maximum available

Tax-free cash ) cash, based on the cash, based on 110% of
‘ current commutation the current commutation

factors factors

The assumptions are the best estimates chosen from a range of possible actuarial assumptions which, due to the
timescale involved, may not necessarily be borne out in practice.

26 Called-up share capital and reserves
Allotted, called up and fully paid shares

S 2019 2018
No. £000 No. . £000 .

Ordinary shares of £1 each 47,537,676 47,538 47,537,676 " 47,538

"The company has one class of ordinary shares; each share carries one voting right per share but no right to fixed
. income.
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26 Called-up share capital and reserves (continued)

The group and company's other reserves are as follows:

- Profit and loss account
The profit and loss account represents cumulative profits or lossés net of dividends and actuarial gains and
losses ‘on defined benefit pension scheme.

Non-controlling interest
The non-controlling interest represents the share of the interest held by the non- controllmg shareholders of the
subsidiary undertakings.

Merger reserve

The merger reserve represents the difference between the nominal value of the shares issued plus the fair value
of any other consideration given, and the nominal value of the shares received in exchange. .

27 Related party transactions )

Group
. 2019_ 2018
Sales to related parties ' £'000 £'000
Canam Sales BY . 5,859 4,587
ATAB Nederland BV 2.048 2,305
Primadak Roosendaal BV ) 15,753 ,
TKO SAS (former Meple SA) , 2,359 1,777
IKO Sales International NV : . 1,421 1,658
TKO Insulations UK Ltd 183 660
IKO Ukraine . . - 509
IKO Insulations SAS ) 267 347
Other Related Parties K 3 111
Total - ' 27,933 11,954
Group , '
' 2019 2018
. _ £'000 £'000
Interest payable to related parties (note 7) , o) (28)

Total @y (28)
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27 Related party transactions (continued)

Group

Amounts due from related parties (note 19)
Tko Eurépe NV (Belgium)
Primadak Roosendaal BV

IKO SAS (former Meple SA)

' ATAB Nederland BV

Canam Saies BV

_ British Asphalt & Bitumen Ltd. (Northern Ireland)

Other Related Parties

Total ;
Group

Amounts duc to related parties (note 20)
Tko Sales Ltd. (Canada)

Iko Europe NV (Belgium)

ko S&E GmbH

IKO Insulations UK Ltd.

IKO Insulations SAS

Other Related Parties

Total

2019 2018
£000 £'000
37,125 24,472
3,037 1,076
247 188
155 .
76 -
89 .
2,223 - 1,887
42,952 27,623
2019 2018
£'000 £000
7,000 7,000
2,333 5,638
1,092 482
619 -
172 E
227 17
11,443 13,137

Related parties refer to entities within the IKO Enterprises UK ULC, IKO Sales Ltd, and IKO Enterprises

Europe ULC.
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. 28 Financial instruments -

: Croup

The carrying value of the group's financial assets and liabilities are summarised by category below:
2019 2018
£000 - £000
Financial assets
« Cash at bank and in hand 49,662 48,408
Measured at undiscounted amount receivable -
« Trade and other debtors (see note 19) 101,926 87,143
‘Equity instruments measured at cost less impairment )
+ Fixed asset investments in unlisted equity instruments (see note 15) 6,113 6,113
157,701 141,664
2019 4 2018
£000 £ 000
. Financial liabilities. .
Measured at amortised cost .
+ Other loans and liabilities (see note 20) ) 269 407
Measured at undiscounted amount payable :
« Trade and other creditors (see note 20) 56,497 53,107
’ 56,766 53,514

" 29 Parent and ultimate parent undertaking

The company's immediate parent company is TKO UK Holdings ULC which is incori)orated and registered in
Canada. :

The company's ultimate controlling company is JKO Enterprises UK ULC which is incorporated and registered
in Canada. .

The largest and smallest group for which the company is included in consolidated financial statements is TKO
U.K. Limited. Neither the imediate nor the ultimate parent company prepares publicly available consolidated
financial statements. The registered office address of IKO U.K. Limited is as set out on note 1.

¢
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30 Events after the balance sheet date

The emergence of the COVID-19 pandemic has had a significant impact on economies and resulted in severe
resfrictions of movement of people across the world. The consideration of the going concern basis of accounting

is described in note 2.

The divesting process and unwinding of the Tortolani business cluster, as initiated in 2018, was fully completed
in the first half of 2020. The full impact however has been included in the 2019 accounts representing £2,003k
operating losses and £2,418k impairment losses, as result of the formal events and decision taken in 2019.

With Brexit effective as of 1 January 2021, the period of regulatory uncertainty one faced at the end of 2020,
partially extends into 2021. New business processes e.g. for customs compliance have been rolled out. The
business will continue to monitor the situation throughout this period so that we are prepared to react to new
opportunities, risks and challenges that may present themselves. Management has performed detailed review of
Brexit impact and implemented required administrative and ERP changes, as well as committed engagement of
logistical trading partners, in order to handle the additional administrative and financial requirements for
customs purposes, as the group is acquiring majority of its* raw materials from outside UK. The business
activities have been resumed in January 2021 and no constraints in the UK - EU supply chain were noted. At the
point of signing the financial statements the dircctors have identified no material impact on the carcying values
of the assets and liabilities disclosed on the balance sheet as at 31 December 2019,

\
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