Essity Operations Manchester Limited
Annual report and financial statements

for the year ended 31 December 2021

Registered number: 04119442

Qi

A0S 15/12/2022 #
COMPANIES HOUSE




Essity Operations Manchester Limited
Annual report and financial statements
for the year ended 31 December 2021

Contents

Company inforination..... by
Strategic report for the year ended 31 December 2021 ............

Dircctor’s réport for-the year ended 31 December 2021 ..t et it naenas 5
Independent auditor's report to the members of Essity Operations Manchester Limited ........ Fpeires st genes 9
Income Statement for the year ended 31 December 2021 ..........,.iviviiiereriniieeesiisies e seesveevessiigegieesesseens 13
Statement of comprehensive income for the year cnded 31 December 202 ovroveevceeee s e e vee 14
Statement of financial-position ds at 3| December 2021 ...t cwiuinriiem i eesenecons eiernsiveeeiiniee 13

Statement of changes in equity fof the year ended 31 December 2021 .
Notes to the financial stafements for the year ended 31 December 2021




Essity Operations Manchester Limited

Company information

Directors

P A Bailey

K J Starr

D P-R Minngy (resigned 28 October 2022)

Company'secretary and registered office
P A Bailey )
Scuthfields Road

Dunstabl¢

Bedfordshiie

LU6 3E)

Independent auditors
Ernst & Young LLP
400 Capability Green
l.uton

LU 3L

Solicitors

Reynolds Porter Chamberlain
Chichester House

278282 High Holbormn
London

WCI7 THA

Bankefr's

BNP Paribas

10 Harewood Avenué
L.ondon

NWI 6AA



Essity Operations Manchester Limited

Strategic report for the year'ended 31 December 2021

‘Review of business.and future developments
The company manufactures disposable. hygiene products which aré sold primarily to fellow group company.,.
Essity UK Limited.

Market conditions remain very competitive across the company's business units. Thé company continues {o
focus on innovation and.operational efficiency improvement programmes {o remain competitive.

Increases. in energy and faw material costs during the second half'of 2021 have had a significant impact on cost
of sales in 2021, leading 10 a reduction ini gross margin and profit before tax. The war in Ukraine and its impact
on the global economy have led to-continuéd heightened energy and raw material costs, although the company
has not been impacted at an operational level-by the situation ‘in Ukraine.

Key Performance-Indicators (“KPIs”)
The-company selics on different.Key Performidnce Indicators at:an operational level. Sueh KPIs are used by the

‘management team 1o monitor performance on 4 regular basis and are monilored at business group level.

The main KPIs are as follows:

2021 2020
Current Ratio ~ current assets divided by curient liabilities 0.65 0.26
External Current Ratio  3rd party current assets divided by 3rd party
-current liabilitics 0.75 1.05
Gross Margin - the ratio of gross profit to revenue expressed as a
percentage 0.0% 7.1%
Pre-tax profit Margin — the ratio of the profit before tax to revenuc _
cxpressed as -a percentage . -3.58% 6.7%

Dividends
The directors do riot. propose the payment of a dividend (2020 £nil).

Principal risks and uncertaintics
The management of the business and execution of the conipany’s strategy are subject to a number of risks:

The key business risks and uncertaintics affécting the company are considered to relate to the competitive
nature of the market place and .fluctuations in energy and raw materials costs.

The bbard has dveiall responsibility for the company s risk management and internal control systems and for
reviewing their effectiveriess. The'systems are designed to provide réasonable control over the activities of the
company and-to cnable. the board to comply with the Directors® responsibilities.

Financial risk management

The company has in place a risk. mahagement programme that sceks to limiit the adverse effects on the financial
performance of the company by monitoring levels of debt finance and the refated finance costs. The company
does not use derivative financial instruments to manage interest rate costs and as such, no hedge accounting is
applied.

The finance deépartment has a policy and procedure manual sct by the Essity AR Board that sets out specific
guidelines to manage interest rate risk, credit risk and circumstarces where it would be appropriate to use
financial instruments.



Essity Operations Manchester Limited

Strategic report for the year ended 31 December 2021 (continued)

Financial risk management (continued)

Cuirrency risk - transaction exposure

The company has import costs in different currencies. This exposes the company to-currency fluctuations.
Essily"s financial policy provides guidelines for managing the company’'s transaction exposure by hedging the
part of"its transaction exposure that corresponds to booked trade accounts payables. See Note 2 Significant
accounting policies, Accounting for derivatives used for hedging purposes on page 22 for the accounting
policy for cash flow hedges relating to transaction exposure.

Cash management

As a member of the Essity cash pool arrangement, the company's cash management is cfTectively controlled by
Lssity Treasury AB, a fellow group ¢oinpany. The Essity treasury function conducts an annual risk assessment
exercise, taking into account-credit rating information regarding the company, provided. by an external credit
rating agency. This information is used to provide a risk adjusted interest rate which is applied between the
company and its parent in respect of any loans reccivable or payable, on an arm’s length basis.

Interest rate and cash flow risk
The company has an interest bearing asset and liability consisting of a loan to and from other related
companies. The interest rate is calculated on an arm’s length basis and is variable in nature.

Lnergy price risk

Dué to its energy inlensive operations, the company is exposed to risks relating to the changes in the price of
energy. particularly gas and electricity. When the energy price risk is not hedged: price changes in the energy
market have a direct impact on the company's operating result. The Essity group's energy price policy forms a
framework of guidelines for managing energy price risk via a price hedging mandate designating a hedge
corridor with minimum and maximum levels expressed as a percentage of forecasted future consumption, with
minimum and maximum levels varying across future consumption for the current year and the following two
years. See Note 2 Significant accounting policies, Accounting for derivatives used for hedging purposes

on page 23 for the accounting policy for cash flow hedges relating to energy costs.

Statement by the directors in performance of their statutory duties in accordance with Section 172(1) of
the Companies Act 2006

The directors consider that they have acted in the way they consider, in good faith, would be most likely 1o
promote the success of the company for the benefit of its members as a whole, and in doing so having regard
to the mattérs set out in section 172 (1) (a) to () below.

The company is part of the Essity group and as such, the directors of the company benefit from -and contribute
to Essitys global vision, Belicfs and Behaviours and Code of Conduct and.apply these in promoting the
success of the company.

The likely consequences of any decision in the long term

Lssity’s vision is “Dedicated to improving well-being through leading hygienc and health solutions™. Using a
sustainable busincss model and a focus on profitable growth, Essity strives to achieve group targets relating to
organic sales growth, profitability and sustainability and to generate long-term value creation. The directors,
through operational business units, ensure strategic decisions. are taken with Essity’s vision and targets in
focus.

The interests of the company 's employees )

The company aims to provide an open, healthy and respectful workplace based on fair and responsible
principles. With regards to safety, the company has a vision for zero acéidents. The directors promote personal
responsibility for health and safety, and ensure managers promotc a safety culture that is embedded throughout
the company.. k

We place value on having.a diverse workforce and our aspiration is to help every employee reach their full
potential. We engage in a fair and open dialogue with all employees and their representatives. Please sce the
Dircectors’ Report on pages 5 and 6 for more details regarding employee engagement.



Essity Operations Manchester Limited

Strategic report for the year ended 31 December 2021 (continued)

Statement by the directors in performance-of their statutory duties in a¢cordance with Section 172(1) of
the Companies Act 2006 (continued)

The need to fosterthe company’s business relationships with suppliers, customers and others
Essity’s Code of Conduct leads all eniployees to behave in a manner which will foster professional and
constructive relationships with suppliers, customers and other stakeholders.

The company’s products improve cveryday life through Essity innovation and markcting tcams developing
solutions bascd on a unique insight into the needs, challenges and expectations of our customers. and
consumers. We break barriers through bold marketing of sensitive’products.

The impact of the company s operations on the community and the environment
The company engages with local communities through charitable donations and encouraging émployées to
gencrate opportunities to involve cach site in its local commuiiity.

Demand for sustainable solutions is increasing amang customers and consumiers. Sustainability is a strategic
priority for the Essity group.The company actively contributes lowards Essity’s targets (o reduce resource
‘consumption, reduce water usage:and for responsible sourcing,.

Essity subjects its suppliers to stringent demands and works throuighoiit the supply chain to guarantee
responsible sourcing..

The desirability of the company maintaining a reputation for high standards of business conduct

The company aims to conduct all jts business fairly and build-telationships based upon honesty and integrity.
Employees receive training in Essity’s Code of Conduct to ensiire high standards of business conduct. The
code of conduct ensures responsible sourcing, following the Essity group’s global supplicr standard.

The need 1o act fuirly as between members of the company

The comipany is ultimately a 100% subsidiary of its ultimate parent company and controlling party, Essity
Akticbolag (publ), a company incorporated in Sweden. The directors regard to promote the success of the
company is held as part of the ovérall strategy of the Essity group.

Decisions made during the year

In 2021, the directors undertook a study in relation to a polmtnl scheme. that had been expected 1o be used to
secure the benefits of the pension surplus that had béen recognised in previous periods. As a result of new
inforimation from this study the directors concluded that it was ho longer appropriaie to recognise the pension.
asset and therefore it was. derecognised and.an asset ceiling applied. As-a result of this, the company’s balance
sheet showed net liabilities. Therefore, in December 2021, 9,000,000,000 ordinary shares of £0.01 each were
authorised. allotted and fully paid. The subscription price of £90,000,000 was fully paid by Essity Holding UK
Limited by a reduction in Payables to group companies.

During this year, Essity created a Diversity, Equity and Inclusion advisory group comprising employces
representing all business units. across the company and its fellow UK subsidiaries. Members of the group bring
together a vast array of different backgrounds and experiences from which we can learn and improve to ensure
equity (or all employees.

By Order of the Board

Paul Bailey

Company secretary
5 December 2022




Essity Operations Manchester Limited

Director’s report for the year ended 31 December 2021

The directors present théir annual réport and the audited financial statements-of the company for the year-ended
31 December 2021, .

Prior period adjustment

In 2021 the format used for-the. financial statements has been changed to ensure compliance with FRS 101 and
Companies Act requirements. Comparative figures have been restated to mirior the current year foriat. There
are no chaiges 1o the previously reported. figurcs for profit for the.year, total comprehensive income and net
assets.

‘Where the changes in-format have resulted in reclassifications within the primary financial statements,
disclosure.notes have been restated accordingly.

Provisions of £643,000.inciuded undef the heading Current liabilities at 31 December 2020 have been
reclassified within Provisions for liabilities.

Deferred tax liabilitics of £4,567,000 included under the heading Non-current liabilitics at 31 December 2020
have been reclassified within Provisions for liabilities.

Principal activities
The principal activity of the company is the manufacture, distribution and sale of paper based hygiene
produicts. :

Future developménts
See the Strategic report on page 2 for information on futuie developments.

Dividends
See the Strategic report on page.2 for inforination, on dividends.

Financial risk. management
Sce the Strafegic report-on page 2 and 3 for-information on financial risk manzagement.

Directors

The directors who held office dur_ing the year and up to the date of signing the financial statemcents are given
below:

P A Bailey Company secretary

K J Starr

D P R Mimney (resigied 28 October 2022)

Employees

The company’s palicy is to consilt and discuss with employées, thiough unions, works councils and at
meetings, fo raise common awarcness on the partof all employces 6f the financial and economic factors
affecting the company’s performance and to enable employees to raise vicws.

Information on matters of concern to employees is given through information bulletins, briefings and reports
‘which scek to achieve a commion awareness on the part of all employees of the financial and economic factors
affecting the company’s perfornmance.

The company’s policy is not to discriminate on growids of sex, age, national origin, disability or sexual
orientation in any aspect of the employment relationship, including recruitment, training, caréer development,
ot other cinployment benefits.

Our diversity ihakes us strong and creates an inclusive. inviting and harmonious workplace wherc individuality
is appreciated by everyorie.

As such incoming applicaiions are selected based on professional qualifications and working values regardless
of disability, ethnicity. religion. gender, sexual identity, nationality or-age.

wn



Essity Operations Manchester Limited

Directors’ report for the year ended 31 December 2021 (continued)

Employees (continued)

Applications for employment by disabled petsons are always fully considered, bearing in mind the respective
aptitudes and abilitics of the applicant concerned. In the event of members of staff becoming disabled cvery
effort is made to ensure that their employment with the company continues and the appropriate training is
arranged. It is policy of the company fhat the training, carecr. development and promotion of a disabled person
should, as far as possible, be identical to that of a person who does not suffer from a disability.

The vision-for-all Essity cmployees is that irrespective of background, everyone can thrive. Therefore, our
aims are that employees feel a sense of belonging, are treated with dignity, respect.and kindness by default and
have the same opportunities for career progression-as each other.

Essity has a zero.tolerance policy for behaviour not-aligned:to our core values and employees are cmpowered
to speak out, where this is experienced or observed. Employees can expect to work within a safe environment,
where we aim for a policy of zero-accidents and Essity Directors prorote a culture of personal health, safety
and wellness. Our comimitments in these areas-are supported by comprehensive policies and programmes that
employees arc actively engaged in.

Consultations with employees or their representatives have continued at all levels, with the aim of ensuring that
their views are taken into account when decisions are made that are likely to affect their interests and that all
employees are awaré of the financial and economic performance of their busiriess units and of the company as

- a whole. Communication ‘with all employées continues with works councils and the in-house intranet.

Going concern

The company has significant cash reserves which are adiinistered by the Essity group treasury function
through its cash pool, which could be drawn upon by the company if needed. The Group continues to trade
profitably and remains in a strong position.

The war in Ukraine and its impact on the global economy have led to continued heightenéd energy and raw
material costs, although the company has not been impacted at an operational level by the situation in Ukraine.
‘The company has successfully increased sales prices in 2022 to limit the effect of increased costs on
profitability.

The directors have received confirmation that the ultimate parent company, Essity Aktiebolag (publ)., intends
to suppart the company until 31 December:2023,

The dircctors, having reviewed the company’s current performance. forecasts and iin consideration of group
financing arrangements and the parent company's ability (o support the company until 31 December 2023,
consider that the company has sufficient resources to continue in operation and meet its liabilitics as they fall
due. Accordingly, the directors are satisfied that itiis appropriaic to adopt the going concern basis in preparing
the financial statements.

Independent auditors
In accordante with §485 of the Companies Act 2006, a resolution hias been proposed at the Annual General
Meeting for reappointment of Ernst & Young LLP as auditors of the Company.

Statement of disclosure of information to auditors
So far as each director is aware, there is no relevant audit information of which the company's auditors are
unaware.

Tach director has taken al} the steps that ought to have been taken in their duty as directors in order to make
themselves aware of any rclevant audit information and to establish that the company's auditors are aware of
that information.



Essity Operations Manchester Limited
Directors’ report for the year ended 31 December 2021 (continued)
‘Streamlined Energy and Carbon Reporting

Energy consumption and Emissions

2021 2020

Scope | - Gas usé in buildings (MWh) 152,076 166,960
Scope 2 - Electricily use in'buildings (MWh) ‘ 76,651 84,893
Total eriergy (MWh) 228,727 251,853
Scope | Emissions (tCOz¢) 28,008 30,733
~ Scope 2 Emissions (tCOje) 16,275 19,792
Total Emissions (tCOze): 44,283 50,525

Emissions Intensity

In order‘to facilitate year on year comparison of emissions taking into account fluctuations in activity
levels-the.company has calculated the interisity ratio of emissions per, ionne. of finished product and per
revenue; This is based on total finished products 0f49.962 Ktonnes (2020: 53.214 Ktonnes) and reveriue of
£94,020,000 (3020:.£91,697,000).

2021 2020
Scope I and 2 Emissions per tonne. of finished ‘product (LCOq¢ per
production tonne) 0.886 0.949
Scope | and 2 Emissions per revenue (tCO-€ per £million) ' 47 551

‘Energy cfficiency Action taken

Asa global hygicne and health company, Essity plays a leading role in driving change to reduce the company’s
climiate impact: In 2021 Essity group updated its sustainability targets and committed to reach to net.zero
greenhouse. gas eitissions.by 2050 for the entire value chain in line with. scienced based targets. Essity has
joined the UN Global Compact, an updated target in line with scenario “Well-below 2°C™ and committed to
reduce its scope 1, and 2 emissions with 35% by 2030 from 2016 base year.

E'ssity group will achieve the net-zero target and reduce its environmental impact by placing greater emphasis
on energy efﬁcnency, removal of fossil fuels, and increased use of rénewable éncrgy. Further information on
Essity group’s sustainability targets and key-action areas see the annual sustainability report:

hitps:/reports.essity.com/202 | fannual -and-sustainability -report/sustainability

Essity has a global company wide encrgy monitoring and teduction process, which. is used by all the UK
manufacturing sités. This process compares energy usage across all Essity group globally and provides proven
energy saving techniques for the individual sites to invest in.

In 2021 the company has undertaken the following énetgy efficiency measures:

s Paper machine water system has been upgraded to increase water temperature, and fibre properties have
been adjusted to reduce drying encrgy demand.

o  Existing heat recovery equipment has been audited & returned to basic standard condition.

¢ Pian to modify paper machine to achieve'a higher imoisture content in finished product réducing drying
demand

Methodology used for carbon footprint ¢alculations

All Essity UK tissué riiills are regulated under UK ETS Regulations, Cliimate Change Agreement Scheme
(CCA) and the Energy Savings Opportunity Scheme (ESOS). Each of these schemes requires the company to
regularly monitor its energy usage and ook for energy reduction opportunities.




Essity Operations Manchester Limited

Directors’ report for the year ended 31 December 2021 (continued)

Streamlined Energy and Carbon Reporting (continued)

Carbon emissions.for fossil fucls usage is:calculated using the UK ET$ m‘e'thoddl'ogy and this: has been verified
by an external venf'catxon company for manufacturing sites.’For distribution sites where gas is used for

heating, eniission's are calculated using' the.2021 govcrnment GHG conversion factors. Forelectricity
consumption.applied conversion factorof0.21233 kg CO2e/KWh.

"The information on energy consumption data was.derived from Essity’s internal energy reports and includes an
.oveiview of consumption figures for gas and electricity.

The energy data is aligned with the 2019 UK Government Environmental Reporting; Guidelines and meets the
minimum requirements .of SECR.

For further information on sustainability please.refer'to Essity’s sustainability information:

liftps:A/www essity, com/sustainability/

Statement of dircetors’ responsibilities:
"The dircctors arc responsible for preparing the Strategic report, Directors® report and the financial statementsiin
accordance with applicable. law and regiilations.

Company law requires ihe directors fo. prepare financial ‘staterients for each financial year. Under that law the.
directots have elected to prepare the financial statements in accordance with applicablé law and United
Kingdom Accounting Standards (United Kingdom Generally Accepted Accounting Practice), including
Financial Reporting Standard 101 ‘Reduced Disclosure Framework".

Under company law the directors must not approve the financial statéments unless.they are satisfied that-they
give atrue and fait 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 statemients, the directors are required to:

o . selectsuitable dccounting policies in accordance with. FRS 10.1 and then apply them consistently;

o make judgments and estitates that are reasonable and prudent;

o presedtinforiiiation, including-accounting policies, in.a manner that provides relévant, reliable,
comparable and understandable information; :

e  provide additional disclosiires. when compliance: with specific requirements of FRS 101 is insufficient-
to enable users to understand the imipact of particular transactions, other events and conditions on the
company financial position and. financial performance;

s .state whetliér applicable UK Accounting Standards, incliding FRS 101, have been foliowed, subject
10 any 'material departures dis¢fosed and explained in:the financial statemenis; and

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

The directors are responsible for ke‘e‘ping adequate accourniting reécords that are sufficient to show and explain
the company’s traisactions and disclose with reasonable.accuracy at any time the Tindncial position of the
company and enable tliem t6 ensure that the: financial statements comply -with the Companies A¢{.2006. They
are also responyble for safeguarding the"assets of the Gompany drid hence for taking reasonable sieps for the
prevention-arid detection of fraud and other irrcgularities. .

Under applicable law and regulations;:the Directors are also responsible for preparing a Directors’ report that
comply with that law and those regulations. The Directors-are résponsible forthe maintenanceand integrity of
the eorporate and {inancial information, included on the:Company’s websitc.

By Oidéf of, the Board

B

Paul Bailey
Company secretary’
5 December 2022



Independent auditor’s report to the members of Essity Operations Manchester
Limited '

Opinion o . .

WEé have audited the financial statements of Essity Operations Manchester Limited for the year ended
31 December 2021 which comprise. the Income Statement, the Statement of comprehensive income,
the-Statement of financial position, the Statement of changes in equity, and the related notes 1 to 22
including a summary of significant accounting palicies. The financial reperting framework that has
been applied in their preparation is applicable law and Unitéd Kingdom Accounting Standards
including FRS 101 “Reduced Disclosure Framework (United K_ingd,om Generally Accepted Accounting
Practice). '

in our qpin‘ion, the financial statements:

e give atrue and fair view of the company's affairs as at 31 December 2021 and of its loss for
the year then ended;
-« have been properly prepared in accordance with United Kingdom Generally Accepted
Accounting Practice; and
* have been prepared in accordance with the requirements of the Companies Act 2006.
Basis for opinion
We conducted our aldit 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 reporit: ' We are independent of
the company in accordance with the ethical requirements that are relevant to our audit of the financial

statements in the UK, including the-FRC's Eth_ical Standard, and we have fulfilled our other ethical
responsibilities in accordance with these requirements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our opinion.

Conclusjons relating to going concern

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

Based on the work we have performed, we have ﬁot identified any material uncertainties relating to
-events or conditions-that, individually or collectively, may cast significant doubt on the company's
ability to continue as a going concern for the period to 31 December 2023.

Our responsibilities and the:responisibilities of the directors with respect to going cencern are
described in.the relevant sections of this report. However, because ot all future events or conditions
can be predicted, this statement is not a guarantee as to the compariy's ability to continue as a going
concern..

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

contained within the annual report.

‘Our opinion on the financial statements does not cover the other’information and, except to the extent
otherwise explicitly stated in this report, we do not express any form of assurance conclusion thereon.

9



Independent auditor’s report to the members of Essity Operations Manchester
Limited (continued) '

‘Our responisibility is to.read the other information and, in doing so, consider whether the other
information is materially inconsistent with the financial statements or our knowledge obtained in the
course: of the audit or otherwise appears to be materially misstated. If wé identify such material
inconsistencies or apparent material misstatements, we are required to determine whether there is a
‘material misstatement in the financial statements themselves. If, based on the work we have
_performed, we conclude that there is a material misstatement of the other information, we are required
to report that fact.

We have nothing to report in this réga"rd.

Opinions on other matters prescribed by the Companies Act 2006

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

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

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

Matters on which we are required to report by exception.

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

We have nothing to report-in respect of the following matters in relation to which the Companies Act

2006 requires us to report to you if, in our-opinion:

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

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

» certain disclosures :of directors’ remuneration specified by law are not made; or

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

Responsibilities of directors

As explained more fully in-the directors' responsibilities statement set out on page 8 the directors are
responsible for the preparation of the financial statements and for being satisfied that they give a true
and fair view, and for such internal control as the directors determine is necessary to enable the
preparation of financial statements that are free from material misstatement, whether due to fraud or
error.

In preparing the financial statements, the directors are responsible for assessing the company's ability
1o continue as a going concern, disclosing, as applicable, matters related to going concern and using
the going concern basis of accounting unless the.directors either intend to liquidate the company or to
cease operations, or have no realistic alternative but to do so.

Auditor’s responsibilities for the audit of the financial statements

Our objectives are to obtdin reasoriable assurance about whether the financial statements as a whole
are free from material misstatement, whether due tofraud 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 guarante¢ that
an audit conducted in accordance with ISAs (UK) will always detect a material misstatement when it
exists. Misstatements can arise from fraud or error and are considered material if, individually or in the
aggregate; they could reasonably be expected to influence: the economic decisions of users taken on
the basis of these financial statements.

1§



Independent auditor’s report to the members of Essity Operations Manchester
Limited (continued)

Explanation as to what extent the audit was considered.capable of detecting irregularities,
including fraud

trregularities, including fraud, are instances of hon-compliance with laws. and regulations. We design
procedures in line with our responsibilities, outlined above, to detect irregularities, including fraud. The
risk of not detecting a material misstatement due to fraud is higher than the risk of not detecting one
resulting from error, as fraud may involve deliberate concealment by, for example, forgery or
intentional misrepresentations, or through collusion. The extent.to which our procedures are capable
of detectingifregularities, including fraud is detailed below. However, the primary responsibility for the
prevention and detectioh of fraud rests with both those charged with governance of the entity and -
management.

Our approach was as follows:

¢ We obtained an understanding of the legal and regulatory frameworks that are applicable to.the
company -and determined that the most significant to be those relating to United Kingdom General
Accepted Accounting Practice, the Companies Act 2006, and the relevant tax compliarice
regulations in the jurisdictions in which the company operates. In addition, , the company has to
comply with laws and regulations. relating to its operations, including health and safety,
employment, data protection, and anti-bribery and anti-money laundering.

+  We understood how the company is complying with those frameworks by making enquiries of
senior finance personnel and gaining an understanding of the entity level controls of the company
in respect of these areas and the controls in place to reduce the opportunity for fraudulent
transactions. We corroborated our enquiries through review of meeting minutes and any
correspondence received from regulatory bodies. We further checked the application of
accounting standards adopted and evidence of non-canipliance with the above laws and
regulations.

*  We assessed the susceptibility ofthe company's financial statéments to material misstatement,
including how fraud might occur by meeting with management to undeistand where it considered
there was susceptibility to fraud. We considered the procedures and controls that the company
has established to address risks identified, or that otherwise prevent, deter and detect fraud and
gained an understanding as to how those procedures and controls are implemented and
monitored. We determined there to be a risk of management override in relation to posting of non-
standard manual journals i respect of revenue. To address the risk of management override, we
have used data analytics and obtained the entire population of journals for the year and identified
specific. transactions for further investigation based on certain criteria. We understood the
transactions identified. for testing and agreed them to source documentation.

- Based on this understanding we designed our audit procedures to identify' noncompliance with
such laws and regulations. Our procedures included obtaining and reading board and
management meeting minutes: and relevant approval dccuments, enquiries of senior finance
personnel and agreement of samplés of transactions throughout the audit te supparting source
documentation.

A further description of our responsibilities for the audit of the financial statements is located on the
Financial Reporting Council's website at https://www.frc.org.uk/auditorsresponsibilities. This
description forms part of our -auditor's report.




Independent auditor’s report to the members of Essity Operations Manchester
Limited (continued)

Use of our report

This report is made solely to the company's members, as @ 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 mernbers those matters we are réguired to state to them in an auditor’s report and for
no. other purpose. To the fullest extent permitted by iaw, we do not accept.or'assume responsibility
to-anyone other than the company and the company's members as a body, for our audit woik, for
this report, of for the opinions we have.formed,

Ernst ¢ Young LLP
Lauren Houghton (Senior statutery auditor)
for and on behalf of Ernst & Young LLP, Statutory Auditor
Luton
& December2022



Essity Operations Manchester Limited

Income Statement for the year ended 31 December 2021

2021 2020

» Note £'000 O £000

Revenue ' 2 94,020 91,697
~Cost of sales , (94,006) (85,177)

Gross profit 14 6,520
Administrative expenses (7,841) (7,341)
‘Other expenses (186) (238)

~ Other income 3 6,632 6,182

Operating (loss)/profit 6 (1,381) 5,123
Finance income: : 20 . 2983
Finance costs 7 (1,885) (1,945)

(L.oss)/profit befoie income tax | (3,266) 6,161
Income tax expense 8 (808) (3,921)

_ (Loss)/profit for the financial year v (4,074) 2,240

Allactivities are in respect of contintiing operations.



Essity Operations Manchester Limited

Statement of comprehensive income for the year ended 31 Decembeér 2021

2021 2020.
v Note - £7000 £000
(Loss)/profit for the financial year 19 4,074) 2,241
Actuaridl gaing/(lasses) 6n pension:scheme: 20 135,450 (82,245)
impact of asset ceiling on pension surplus 20 (142,073) (107,291)
‘Movement on deferred tax relating to pension scheme: 16 1,258 35214
‘Cash flow hbdg,c‘s:‘

Result from remeasurenient of derivatives recognized in equity 19 7,880 917
Transferred to profit or loss for the period 19 (916) 925
Movement on deferred‘tax relating to-¢ash. flow hedges: 16 (i,323) (343)
Curient tax charge relating to cash flow hedges _ 8 - (11)
Other comprehensive: inc‘omc/(l'ossj for the yeai: . » 276 (152.834)
Total comprehensive lo‘ss;for the year ‘ (3,‘79?)_ (150,593)




Essity Operations Manchester Limited

Statement of financial position as at 31 December 2021

2021 2020
Restated
Note £:000 £000
Fixed Assets
Intangible assets 9 6,400 - 5,923
Property; plant-and equipment 10 55,695 50,189
~_ Right of use asscis o 3] - 3
| | 62,095 56,115
Current assets ‘
Inveniories ' A 12 ” 9,418 8.207
Trade and other receivables o 13 _ 42,462 30,657
o 51,880 38,864
Creditors —.am‘loimts, falling due within one year 14 (80,094) (150,880)
Net curreni assets o _ (28,214) (112,016)
Total assefs less currerit liabilities : .33.88] (35,901
Creditors — amounts falling duc after more than one year 15 (22,350) (22,186)
Provisions for liabilities 16 (8,626) (5.210)
Net assets/(liabilities) _ 2,905 (83.297)
Equity
Ordinary shares : I8 155,000 65,000
Cash tlow hedge reserve 19 6,384 919
Retainéd earnings 19 (158,479) (149.216)
“Fotal sharcholder’s fu;'lds/(dc‘fic'il) | 2,905 (83.297)

The financial statgments on pages 13 to 38 were approved by the board of difectors on 5 December 2022 and
‘were signéd on its behalf by:

&

Paul Bailey Director
Egsity Operations; Manchester Liniited is registered in England and Wales uridcr company number 04 1:19442.



Essity Operations Manchester Limited

Statement of changes in equity foi the year ended 31 December 2021

Cash
Called flow
up share_-» hedge ‘Retained Total
capital reserve earnings. equity
£°000 £°000. £000 £000

As at | January 2020 65,000 (569) 2.865 67,296
Profit.for the financial year - - 2,241 2.241
A'ctudrial losses recognised in the peision scheme = - {82,245) (82,245)
Impact of asset ceiling on pension surplus - - (107.291) (107,291)
Movement on deferred tax felaling to pension scheme - = 35.214 35214
Cash flow hedges: '

Result from remeasurement of derivatives

recognized in equity - 917 - 917

Transferred to.profit or loss for the period - 925 - 925
Movement on deferred tax relating to.cash flow hedges - (343) - (343)
Current tax charge relating to cash flow hedges B ) - (1Y
Tatal comprehensive income/{expense) for the year - 1,488 (152,081 (150,593)
As at 31 December 2020 | 65,000 919 (149,216) (83,297)
As at 1 Janiiary 2021 65,000 919 (149,216) (83.297)
Loss for the financial year - - (4.074) (4,074)
Actuarial gains on pension scheme - - 135.450 135,450
Impact of asset ceiling on pension surplus - - {(142,073) (142,073)
Moveinent on deferred tax relating to pension scheme - - 1.258 1,258
Cash flow hedges:

Result from remeasurement of derivatives

recognized. in equity R 7,880 R 7.880

“Transferred to profit or loss for the period _ (916) _ {916)
Movement on deferred tax rélating to cash flow hedges. - (1.323) - (1,323)
Total comprehensive income/(expense) for the year - 5,641 (9,439) (3,798)
Reclassification - (176) 176 -
Ordinary share capital issued 90,000 - - 90,000
As at 31 December 2021 155,000 6,384 (158,479) 2,9(_)5

6



Essity Operations Manchester Limited
Notes to the financial statements for the year ended 31 December 2021

1 Significant accounting policies

Genceial information

The principal activity of the company is the manufacture. disiribution and salfe of paper based hygiene products.
The-company is a private company limited by shares and is incorporated and domiciled in the United Kingdom.
Its registered address is Southfields Road, Dunstable, Bedfordshire, LUG 3EJ.

Basis of preparation

These financial statements have been prepared in accordance with Financial Reporting Standard. 101 “Reduced
Disclosire Framework™ (“FRS101%) and the Comgpanies Act 2006.

The financial statements are prepared in sterling which is also the functional currency. All amounts jn the

financial statements and riotes have been rounded off to {he nearest thousand Sterling Pound (“£°000s™), unless
otherwise stated.

The accounting policies set out below have been consistently applied to all the years presented unless otherwise
stated. They have been prepared under the historical cost eonvention, as modificd by the derivative financial
asscts.and financial liabilitics measured at fair valae through other comprehensive incoime or pfofit or loss, and in
accordance with the Companics Act:2006.

The preparation of financial staiemerits in conformity with FRS 101 requires the use of certain critical accounting
estimates. It also requirés management to exercise it§ judgement in the process of applying the company’s
accounting policies. The areas involving a higher degice of judgement or complexity. or areas where assumptions
and estimates are significant to the financial statements are disclosed below..

Prior peiiod adjustment

In 2021 the fofmat used for the financial statements has been changed to ensure compliance with FRS 101 and
Companies Act requiremeiits. Comparative figures have been restated to mirror the current year format. There are
no -changes to the previously reported figures for profit for the year, total comprehensive income and net assets.

Where the changes in format have resulted in reclassifications within the primary financial statements, disclosuie
notes have been restated accordingly.

Provisions of £643.000 inciuded iinder the heading Current liabilities at 31 December 2020 have been reclassified
within Provisions for liabilities.

Deferred tax liabilities-of £4.567,000 included under thé heading Non-current liabilitics at 31 December 2020
have been reclassified within Provisions for liabilities.

Exemptions

The following exemptions from the requirements of IFRS have been applied in the preparation of these financial
statements. in accordance with FRS 101, as the comipany is.a member of a group where the parent prepares
publicly available-consolidated financial statcments:

- IFRS 7, ‘Financial Instruments; Disclosures’
- Paragraphs 9110 99 6 TFRS 13, ‘Fair value measurement’ (disclosurc of valuation techiigues and inputs
used for fair value measurcment of assets and liabilitics)
- Paragraph 38 of IAS 1, *Presentation of financial stateménts’ comparative infonnation requircments in
respect of:
o paragraph 79(a)(iv) of IAS |
o paragraph 73(e) of IAS 16 Propeity, plant and equipment
o paragraph 118(e) of 1AS 38 Intangible assets (reconciliations between the carrying amotnt at the
beginning and end of the period)



Essity Operations Manchester Limited
Notes to the financial statements for the year ended 31 Deceriiber 2021 (continued)

1 Significant accounting policies (continued)

Exemptions (cont) . ’ L
The following paragraphs of IAS 1, ‘Presentation of financial statements’:.

o 10(d). (statement of cash flows)
o 10(f) (a statement of financial position as at.the .beginning of the preceding period when an entity
‘ applics an accounting policy rétrospectively or makes a retrospective restatement of items in its
fihancial statements, or when'it reclassifies items in its. financial statemenis)
16 (statement of compliance with all 1FRS),
38A (reqiiirement for minimum of two primary stalements, including cash flow statements)
38B-D (additional. comparative information)
40A-D-(requirements for a third statement of’ financial. position)
1'11 (cash flow statemént inforimation): A
©  134-136 (capital management disclosures)
= TAS 7, ‘Statement of cash flows’
- Paragraph 30 and 31 of IAS § *Accounting policics. changes in accounting estimates and ervors’
{requirement for the disclosure of information when an €iitity has not applied a new [FRS: that has been

0O 0 0 0 C

issued. but is not yet effective)

- Paragraph 17 of [AS 24, Related party disclosurcs® (key management compensation)

- The requirements in TAS 24, *Related parfy disclosures’ to disclosc related party transactions entered into
between two or more members of a group.

Going concern

The company has significant cash reserves which are administered by the Essity group treasury function through
its caslr pool, which could be.drawri ujon by the company if needed, The Group continues to trade profitably and
remains in a strong posifion.

“The war in Ukrdine and its impact on the global cconomy have led to continuéd licightened energy and raw
material costs, although the-company-has not been-impacted at an operational level by the situation in Ukraine.
The company has increased successfully increased sales prices in 2022 1o limit the effect of increased costs on
profitability. .

“The diréctors have received confirmation that the ultimate parent company. Essity Aktiebolag (publ)., intends to
support the company until 31 December2023. -

The directors, having reviewed the company’s current performance, forecasts and in consideration of group
financing arrangements and the parent comipany’s ability to support the company until 3.1 December 2023,
consider that the-company has sufficient resources to continue in operation and meet its labilities as they fali due.
Accordiiigly, the directors are satisfied that it is appropriate to adopt the going concern basis in preparing the
financial statements.

New standards, amendments and IFRIC interpretations
There are no amendiments to accounting standards, or IFRIC interpretations that are effective for the year ended
31 December 2021 that have a‘material impaét oiv the company”’s financial statements,



Essity Operations Manchester Limited
Notes to the financial statements for the year ended 31 December 2021 (continued)

1 Significant accounting policies (continued)

Intangible assets
Goodwill represents the excess of the fair value of the consideration given over the fair value of theidentifiable
net assets acquired.

The recoverable amount of goodwill is derived from measurement of the present value of the future cash flows of
the cash generating units of which thé goodwill is a part. Any impairment loss in respect of a CGU is-allocated
first to the goodwill attached to the CGU, and then to other assets within that CGU on a pro rata basis.

In accordance-with FRS 701, goodwill is not amottised and is instead subject to an annual impairment review.
The requirement of the Companies Act 2006.is to amortise goodwill over its deemed useful life. however this
requirement conflicts with the generally accepted accounting principles set outin FRS 101. The Directors
consider that to amortise this goodwill would not give.a true and fair view, but that a true and fair view is given
by following FRS 101 as described above.

Emissions rights

Emission allowances relating to CO»emissioris are recognised as an intangible asset and as deferred income
(liability) when they aie received. Allowances arc received free of charge and measured and reported at market
valie as of the day to which the allocation pertains. Forallgcated emission allowarices, the reported cost and
‘provisions for emissions amount to the market value as of the day to which the allocation pertains. For purchased
emission allowances, the reported cost and provisions for emissions amount to the purchase price. During the
year, the'initial liability for einission allowances réceived is recognised through the profit and loss accouit as
income in pace with CO; cmissions made. !f the market price of emission allowances-on the balance sheet date is
less than reported cost, any surplus emission allowances that arc not required to cover emissions made are written
down 1o the market price applying on the balance sheet date. In conjunction with this, the remaining part of the
deferred income is recognised as income by a corresponding amount and thercfore no net effect occurs in the
incomic statement. The emissions allowances are used as payment in the settlement with the UK (;ovcrnmenl
regarding liabilitics for emissions. If the emission allowances received do not cover emissions made, Ess
.makes a provision to reserves for the deficit vahicd at the market value on the balance sheet date. Sales of surplus
emission ailowances are recognised as income on the settlement date.

Property, plant and equipment
The cost of property. plant and équipment is their purchase cost, louuhcr with any incidental costs of acquisition.

Depreciation is calculated so as to write off the cost, or valuation, of property. plant and equipment, less their
estimated residual values, on a straight-liite basis over the expected useful economic lives of the assets coneerned.

The principal annual rates used for this purpose are: %
Freehold impravements 2-5
Buildings 2-5
Plant and machinery ‘ 3.5

No depreciation is provided on frechold land orassets under construction.
Asscts held for sale are written down to net realisable valuc and reclassified to current assets.

The Company assesses at each ieporting date whether there is an indication that an asset inay be jmpaired. I any
such indication exists, the Company makes an estimate of the assets recoverable mmount in order (0 determine the
extent of the impairment oss. An asset’s recoverible amount is the higher ot an asset’s fair value less costs to sell
and its. value in usc and is determined for an individual asset, unless the assef does not generate cash inflows that
arc largely independent of those from other assets or groups of asset. When, the carrying amount of an asset
exceeds its recoverable amount, the asset is considered impaired and written down to its recoverable amount.
Impairment losses are.recognised in the income statément in those expense categorics consistent with the function
-of the impaired asset.



Essity Operations Manchester Limited
Notes to the financial statements for the year ended 31 December 2021 (continued)
1  Significant accounting po'liéies (continued)

Leases
When a contract is entered into, the company must first consider whether the contract is, or contains, a lease. A
-<contract is, or contains, 4 lease:if:
- itcontainsan identified assct
- thelessee is entitled to essentially all the economic benefits arising from the usc of the identified assel
- thelessee is entitled to control the use of the asset.
On'the comméncement date of thé lase; a right-of-use assct and a liability are recognised in the statement of
finaricial position. The right-of-use asset is measured at costand includes the following:
« the value of the amount.of the leasc liability
« leasc.payments thade on or before the commencement date; after deductions for any benefits received in
conjunction with signing the lease
« initial dircct fees
» an estimate of expenses expected to be paid to restore the asset to the condition as stipulated in the terms of the
lease
The right-o(-usé-asset is recognised in the statement of financial position under the heading Fixed assets. The
asset is depreciated on a straight-line basis over the shorter period of the assets anticipated useful life and the
lease:-term.
The lease liability is measured at the present value of the following lease payments:
< fixed fees, less any incentive receivables
« variable [case payments-duc to an index or rate
« amounts expected Lo be paid in accordance with. residual valuge guarantees ¢
« the exereis¢ price.for a purchase option, if Essity is rcasonably éeitain-of exercising the option
« finaricial penaliies to be paid on termination of the lease, if the Icase term reflects that Essity will utilize this
option
The lease liabilities are recognised in the statement of financial position under the headings Creditors — amounts
falling due within-one year and Creditors — amounits falling due after more than one year.
Licase payments are dormally discounted using the compaity s incremental borrowing rate as the implicit rate of
the lease cannot be readily determined in most cases. The inciemental borrowing rate used is determined on the
basis of the contract currency of the agreement and the length of the lease.

When making lease payments, the contribution is allocated between interest: expense and amortisation of the
outstanding lease liability.

In the Income statement, depreciation of the right-of-use asset is récognised in operating profit whilc interest
expense is recognised within Interest payable and similar charges.

The company has decided to apply the exemption rulcs for short-term leases and lcases where the undeflying

asset has a low value. These leasés are not included in the right-of-use asset or the lease liability. Leasc payments
for these contracts are expensed on a straight-line basis over the useful life.

Inventories .

Inventories arc statéd at the lower of cost and net realisable value. In détermining the cost of raw materials, work
in progress, and consumables, the first in first out basis is used. In the case of imanufactured products. -cost
includes all direct expenditure and prodiiction overheads based on the normal level of activity. Whére necessary.
provision is made. for obsolet¢, slow moying and defective inventory.

20



Essity Operations Manchester Limited
Notes to the financial statements for the year ended 31 December 2021 (continued)

1 Significant accounting policies (continued)

“Trade-receivables

Trade receivables are recognised initially at the amount of consideration that is unconditional. The company
holds the trade receivables with the objective of collecting the contractual cash flows and therefore measures
them subsequently at amortised cost using the effective interest method.

The company applics the IFRS 9 simplified approach to measuring expected credit losses which uses a lifetime
expeceted loss allowance. for alltrade receivables. To measure the expected credit losses, trade reccivables are
grouped based on shared credit risk characteristics and the days past due.

During this process the probability of non=payment of the trade debtors and ‘intra-group debtors is assessed. The
cxpecled Joss:rates are based on the Company’s historical credit losses adjusted: for current and forward-looking
information o macroeconomic factors affecting the Company's customers and fellow group undertakings.

‘Creditofs
Creditors arc obligations to pdy for goods or services that have been acquited in the ordinaiy course of business
from suppliers.

Short term creditors are measured at the transaction price.

Cash at bank and in hand
Cash and short-term deposits in the balance sheet comprise cash at bank and in hand and short- term deposits
with an original maturity of thrée months or less.

Provisions

Provisions arc recognised when the' company has a present obligation, as a resuli of a past-event, and it is
probable that an outflow-of economic benefits will be required to settle the obligation, and a reliable estimate of
that obligation can be made. Provisions for restructuring measures are made when a detailed, formal plan fof the
measures exists and well-founded expectations have been created among those who will be affected by the
mneasures. Refer to Page 19 for the accounting policy for the provision for CO» emissions.

Foreign currencies

Transactions in foreign currencics are recorded using the ratc of exchange ruling at the date of the transaction.
Monetary assets and liabilities denominated in foreign currencies are translated using the rate of exchange ruling
at the balance sheet date and the gains or losses on translation are included in the profit and foss account.

Derivative financial instruments

The company uscs derivative financial instruments such as forward currency and encrgy contracts to hedge its
risks associated with foreign currency and energy prices. All derivatives are initially and conunuously recognised
at fair value in the balance shect.

The fair valuc of forward contracts is calculated by reference to current forward exchange rates/cnergy prices for
contracts with similai maturity profiles.

Whei using hedge accounting, the relationship between the hedge instrument and the hedged item is documented.
Assessmeit of the effectivencss of the hedge is also documented, both when the transaction is initidlly executed
aind on an ongoing basis. Hedge effectiveness is the extent to which the hedging instrument offsets changes in
value in a hedged-itém’s {air value or cash tlow. The ineffective portion is recognised directly in profit or loss.

Accounting for derivatives used for hedging purposes

All derivatives dre initially and continuously imeasured at fair value in the balance sheet. Gains and losses on
remcasurement of detivatives used for hedging putposes are recognized as described below. When using hedge
accounting, the relationship bétween the hedging instrument and the hedged item is documented. Assessment of
the effectiveness of the hedge is also documented. both when the transaction is initially executed and on an
ongoing basis: Hedge effectiveness is the extent to which the hedging instrument offsets changes in value'in a
hedged. itei’s fair value or cash. flow. The ineffectivie portion is recognized directly .in profit or 10ss.




Essity Operations Manchester Limited
Notes to the financial statements for the year ended 31 December 2021 (continued)

1 Significant accounting policies (continued)

Cash flow hedges

Gains and losses on remeasurement of derivatives intended for cash flow hedging are recognised in equity under
otlier comprehensive income and reversed to profit or loss at the rate at which the hedged cash flow affects. profit
or loss.

Cash flow hedges relating to transaction cxposure affect other operating income/expenses. Cash flow hedges
relating to energy affect cost of sales.

Revenue from contracts with customers :

The company applics IFRS 15 Revenue from Contracts with Customers: that regulates reventie recognition and
disclosure requirements for commercial agreements (contracts) with customers. The standard pertains to
commercial agreements with customers in which delivery of gaods/services is divided into separately identifiable
performance obligations that are recognized indepéideéntly.

Revenue recognition ]

The company generates revenucs from. the sale of products, priinarily to fellow subsidiary companies, which are
work in progress towards finished products for Essity to sell, for example to the retail sector, industrics and the
healthcare sector. The company’s:contracts with customers primarily comprise framework agreements withotit
established minimum volumes; which means that a binding contract according to IFRS 15 criteria docs not arise
until the customer places an order.

Perforniance obligations and timing of revenue recogniiion

The company’s performance obligations i the contracts inivolve providing the goods specificd in the contracts.
The performance obligations are satisfied and the revenuc recognized when control of the products is passed to
the customer. The timing of when control is passed to the custamer is determined by the terms. of delivery
{Incoterms) applied iir the contract. For most supply contracts, contral is passed when dhe goods have been
delivered to the customer’s warchouse and the customer thercby can-control the use and receive the benefits of
the goods. Invoicing is normally done in connection with, or directly after, delivery and recognized at a specific
point in time, ho revéhue i$ recognized over time. Essity has chosen to apply the practical expedient in ITFRS 15
‘not to disclose the remaining perforimance obligaticins that have a terin of less than one year.

Determiiiation of transaction price

The transaction. price comprises the fixed price of the quantity of goods sold. Customers have only limited m:hls
to return products and historically returned volumes-have been low. The company essentially grants customers no
right of return except when the products arc faulty. Past experience is used to estimate the share of returns at the
time of sale.and revenue is only recognized for products that are not expected to be returned.

Trade receivables

Once the goods and services have been delivered and control has been passed to the customer. a trade receivable
is recognized since this is.the point in time when the consideration becomes unconditional, only the passage of
time is required for payment to be made. '

Taxation

The 1ax expense for the period comprises currént and deferied tax. Tax is recognised in the income statement,
except to the extent that it relates to items recognised in other comprehensive incuine dr directly in sharcholders”
funds. In this case, the tax is also recognised in other-comprehensive income or directly in sharcholders’ funds,
respectively.

The éurfent.income tax charge is caleulated on the basis of the tax laws enacted or substantively enacted at the
balance sheet date in the couitries 'wheré the company -operates and generates laxable income. Management
periodically evaluates positions ‘taken in tax returns with fespeet to situations in ‘which applicable tax regulation is
subject to interpretation. It establishes provisions where appropriate on the basis of-amounts expected to be paid
to the tax authorities.



Essity Operations Manchester Limited
Notes to the financial statements for the year ended 31 December 2021 (continued)

1  Significant accounting policies (continued)

Taxation (continuéd), :

Deferred income tax is recognised ontemporary differences arising between the tax bases of assets and liabilitics
and their carrying amounts in the financial statements. However, deferred tax liabilities are not recognised if they
arise from the initial recognition of goodwill; orarise from initial recognition of an asset or liability in a
transaction other than a business combination that at the time of the transaction affects neither accounting nor
taxable profit or loss. Deférred iricome tax is determined using tax rates (and laws) thit have been enacted or
substantively enacted by the:balance sheet date and are expected to apply when the felated deferred income tax
assct is realised or the deferred income tax liability is scttled.

Deferred income tax assets aré recognised only 16 the extent that it is probable that future taxable profit will be
available againist which the temporary differences can be utilised.

Deferred income tax assets and liabilities are offset when there is a legally enforceable right to o ffset current tax
-asscts against-current tax liabilities and when the deferred income taxes assets and liabilitics relate to income
taxes levied by the'same taxation authority on either the same taxable entity or different taxable entities where
there is an intention to setile the balances on a net basis.

A net.deferred tax asset is recognised as recoverable and therefore recognised only when, on the basis of all”
available evidence. it can be regarded as more likely than not that there will be suitable 1axable profits against
which to recover carried forward tax losses and from which the future reversal of underlying timing dilferences
can be deducted.

Deferred tax is measured on an-undiscounted basis.

Other Operating Incomme
Other Operating Inconie includes revenue from all other operating activitics which are not related to the principal
activities of the company such as costs charged 1o Pension Plan. Rental income and exchange gains.

Employee benefits
The company operates various post-employment schemes, including both defined benefit and a defined
contribiition pension plan.

A defined contribution plan is a pension plan under which the company pays fixcd contributions info a separate
entity. The company has no legal or constructive obligations to pay-further contributions if the fund does not hold
sufficient assets to pay all employees the benefits ielating to employee service in the current and prior periods. A
defined benefit plan is a pension plan that is not a defined contribution plan.

Typically defined benefit plans define an amount of pension benelit that an-employce will receive on retirement,
usually dependent on one-or more factors such as age, years of seérvice and compensation.

The liability recognised in the balance sheet in respect of defined benefit pension plans is the present value of the
defined benefit obligation at the end of the reporiing period less the fair value of plan assets. If the plan is in
surplus, an assets ceiling is applied based on recoverability of the surplus. The defined benefit obligation is
calculated annually by independént actuaries using the projected unit credit method. The present value of the
defined benefit obligation is determined by discounting the estimated future cash outflows using interest rates of
high-quality corporate bonds that are denominated in the currency in which the henefits will be paid, and that
have terms to maturity approximating to the terms of the related pension obligation. In countries where there is no
deep market in such bonds. the market rates on government bonds arc used.

Remeasurement gains and losses arising from expeiiénce adjastments and changes in actuarial assumptions are
charged or eredited 10 sharcholders’ funds in other compreheiisive incoie in the period in'which they arise.
The amount charged or credited to finance costs is a net interest anrount calculated by applying the liability
discount rate to the net defined benefit liability or.asset. Past-service costs are recognised immediately in the
income statement.




Essity Operations Manchester Limited
Notes to the financial statements for the year ended 31 December 2021 (continued)

1 Significant accounting policies (continued)

Employce benefits(continued)

For the defined contribution plan,the company pays contributions to publicly or privately administered pension
insurance plans on a mandatory, contractual ‘or voluntary basis. The company has no further payment obligations
once the contributions have been paid. The contributions are recognised as employee benefit expense when.they
are due. Prepaid contributions are recognised.as an asset to the extent that a:cash refund or a reduction in the
futiire payments is available.

Critical accounting estimates and judgements

The preparation of financial statements.in accordance with FRS 101 requires directors to make judgements,
estimates and assumptions.about the carrying amount of assets and liabilitics that are not readily apparent from
other sources. Estimates and judgements are continually evaluated based on historical experience and other
factors, including expectations of future events that are belicved to be reasonable under the circumstances.

Critical accounting estimates and assumptions

The company makes certain estimates and assumptions regarding the fature. The iesulting accounting estimates
will, by definition, seldom equal the related actual results. The estimates and assumptions that have a significant
risk of causing a material adjustmetit to the carrying amounts of assets and liabilities within the next financial
year are addressed below:

Defined bencfit pension scheme

The company has an obligation 10 pay pension benefits to certain employees. The costof these benefits and the
present valué of the obligation depend on a number of factors, including; life expectaincy. salary increascs. asset
valuations and the discount rate on corporatc bonds. Management estimates these factors in-determining the net
pension obligation. in the balance sheet. The assumptions reflect historical experience and current trends. See note
20 for the disclosures of the defined benefit pension schenie.

Impairment of non-financial assets

The company evaluates goodwill for impairment. Assessment for impairment involves comparing the book value
of an asset with 1t recaverable amouit (the higher of value in use and fair value less costs to sell). Value-in-use
is determined with reference to projected future cash flows discourited at an appropriate rate. Both the cash flows
and the discount rale involve a significant degree of estimation uncertainty.

Crifical judgenents in applving the entityv’s accounting policies

Thie critical judgemerits, apart from thosc invelving estimations, that are applied in the preparation of the
financial statements are discussed below:

Impairment of non-financial assets: relevant projected future cash flows

Management exercises judgement in determining the relevant projected future cash flows generated by the asset
or cash-generating unit impacted by internal transfer pricing whén evaluating the impairment of ron-financial
assets. Management considered whether to use future cash flows directly generated under current arrangeiments or
future cash flows that make notional adjustments to reflect arm’s length.amounts. The projected future cash flows
used in the value-in-usc calculations are-those generated under current arrangements as these future cash flows
reflect the. manner in which the group has organised its activities and operational syncrgies froin sharced resources.




Essity Operations Manchester Limited

Notes to the finangial statemerits for the year ended 31 December 2021 (continued)

2  Reévenue

The analysis by geogiaphical arca of the destination of thé company 's révénue is set out below.

2021 2020

‘ £000 £7000

United Kingdom 91,542 84,825
Rest of Europe 2478 6,756
Rest of the world - 116
94,020 91,697

All revénue. is derived ffom one class of business, which is from thie sale of finished products, primarily to fellow

suibsidiary companiies, which are subsequently sold e¢xternally from the feliow subsidiary ¢companies.

Assets related to contracts with customers are included under Note 13 Trade and other receivables, in trade

receivables and amounts-owed by group undertakings:

3 Other operating income

2021 2020

‘ £000 £°000

«Costs charged to SCA UK Pension Plan 5,902 5.890
Costs charged to other group companies 388 -
Rental income 263 254
Revenue from sales of CO2 Emissions rights 53 -
Othcr eéxteinal révenie ‘ 26 -
‘Exchange gains - 38
6,632 6,182

4  Directors’ emoluments

The directors received £nil remuneration from the company during the year (2020: £nil). The directors were
remuncrated by fcllow group companics in the year. No allocation of the directors’ emoluments has been made as
the directors provide minimal services to the non-trading entitics in the.group. The directors did not receive any

emoluinents in respect of their services to the company.

The aggicgate emolumerits for thé company’s directors, paid by Essity UK Limited was:

2021 2020

£000 £000.

Aggregate. emolumeiits for qualifying services 668 687
Aggiegate value of company contributions to pension schemes 39 35
707 722

The aggregate emoluments paid to the highest paid director in the year amounted to £326,000 (2020: £315.000).
In addition,.contributions made by the company to the pension. scheme on behalf of the highest paid dircctor were
£nil (2020; nil), and the-amount atthe end of the year of the highest paid dircctor’s wccrued pension was £nil

(2020: nil).
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Notes to the financial statements for the year ended 31 Dece_m ber 2021 (continued)

5 Employee information

The-average monthly number of persons {excluding execuiive directors) employed by the company during the
yeat was:

. 2021 2020

By activity . Number Number
Production and distribution o ' 191 177
Administration . 3 2
194 179

2021 2020

Staff costs (for the above persons); » £000 £000
Wages and salaries 7,533 7475
Sacial security eosts; 734 732
Ofthér pénsion costs : 2,892 2.835
11,159 11,042

6  Operating Profit

2021 2020

£000 £°000

Operating profit is stated after charging/(crediting):

Depreciation chaige for the'year on property, plant and equipment 4,239 4,338
Amiortisation charge oi intangible assets 2 . 2
Depreciation charge on right-of-useassets 3 4
Inventory recognised ‘as an expense 60,629 56,430
Exchange losses/(gains) : _ 40 {38)

Auditors” remuncralion has been meton behalf of the company by Essity UK Limited. Services provided by the
comnpany’s auditors: Fees payable for thic audit-of£45.000 (2020: £43,000),

7 Finance Costs

2021 2020
£°000 £000
On liabilities to group companies _ 1,885 1,945,
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Notes to the financial statements for the year ended 31 December 2021 (continued)

8  Tax.on profit on ordinary activities

Tax charge included in the income statement

2021 2020
£000 £000
'Cu,rren't tax: . ‘
United Kingdom ccorporation tax .on_profit for the year )
- Current tax:on profit . (1,99%) (5,520)
- Adjustments in respect of prior year , (65) ¢10)
Total current tax credit o _ v (2,060) (5.530)
Dcfcrrcd tax:
- Origination and reversal of timing differénces 1,391 6,732
- Effect of increase in tax rate on opening liability 1,440 2,750
- Prior year adjustment. 37 (3N
Total deferred tax charge (note 17) 2,868 9,451
Tax on profit on ordinary activities . _ v 808 3,921
Tax (credit)/charge included in other comprehensive loss/income
2021 2020
£°000 £000
‘Current tax ’ - i
Deferred tax:
- Origination and ieversal of tempdoraiy differences 65 (34.871)
Total tax (credit)/charge included in other comprehensive loss/income 65 (34,860)

The standard iate of tax for the year, based on the. UK 'standard rate of corporation tax is 19% (2020: 19%). The
actual tax charge for:the year-is higher (2020: higher) than the standard rate for the reasons set:out.in the following
reconciliation:

2021 2020

£°000 £000
(1.oss)/profit on ordinary activities before taxation (3,266) 6,161
(L.oss)/profit on ordinary activities multiplied by the standard rate of (621) 1,171
corporation tax 19% (2020: 19%)
Effects of:
= Expenses not deductible for tax purposes i : 17 41
- Remeasurement of deferred tax - change in UK tax rate 1,440 2.750
- Adjustments i fespect of prior year (28) (41)
Tax charge 808 3,921

Finance Act 2021 was substantively enacted on 24th May 2021. The Act included legislation to increase the main
rate of Corporation Tax t0.25% from 1 April 2023. Consequently, deferred tax on temporary differences
expected to reverse after that date have been recognised at a rate of 25% (2020: 19%).
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9 Intangible assets

Emission. Patents/ Goodwill Total
rights, licence
£°000 £000 £000 £°000
Cost .
At | January 202 : 730 50 5,169 5,949
Additions 1,209 - - 1209
Disposals (730). - - (730)
At 31 December 2021 ' 1,200 50 5160 6,428
Accumulated amortisation
At | January 2021 - 26 - 26
Charge for the year ' - 2 - 2
At 31 December 2021 ‘ - 28 - 28
Net book amount
As at 31 December 2021 1,209 22 5,169 6,400
As at 31 December 2020 730 24 5,169 5,923

The goodwill arose on the acquisition of the trade and assets of the business from Procter & Gamble.

10 Property, plant and equipment

Freehoid

land and Plantand  Assets under
improvements: Buildings machinery construction, Total
£°000 £7000. £°000 £7000 £000

Cost
At 1 January 2021 7,151 20,659 83,171 5,980 116,961
Additions - - 131 9.673 9,804
Disposals - (642) (88) - (730)
Reclassifications ' i0 111 487 (608) -
At31 December 2021 7,161 20,128 83,701 15,045 126,035
Accumulated depreciation
At 1 January 2021 689 11,653 54.430 - 66,772
Charge for the year 51 761 . 3.427 ; 4,239
Disposals - (589) (82) . (6719
At 31 December 2021 740 11,825 57,775 - 70,340
Net book amount ‘
At 31 December 2021 6,421 8,303 - 25,926 15,045 55,695
At 31 Deceniber 2020 6,462 9,006 28,741 5,980 50,189

The value of frechold laiid not depieciated as at 31 December 2021 was £5.740.000 (2020: £5,740,000).
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Notes to the financial statements for the year ended 31 December 2021 (continued)

11 Financial assets and liabilities

i. Financial asscts

2021 2020
_ ‘ £000 £:000
The company has the followingder‘i‘vz.a'ti‘ve financial instruments:
Energy price swaps - cash flow hedges 8,243 970
lForeign exchange forward contracts ~ held for tradifig A} 3
8;254 973,
Analysed as:
Maturing, within one year 7,065 701
Maturing dfter more thafi onc:ycar 1,189 272
8,254 973
ii. Financial liabilitics
2021 2020
Note: £7000 £7000
The company has the following derivative financial instrunients:
Energy-price swaps — cash flow hedges 363 35
Foreign exchange forward contracts — held for trading 57 130
420 165
Analysed as:
Maturing within one year 399 165
- Maturing after more than one year 21 -
420 165

Derivative financial instruments reflect the change in fair value of energy price swaps designaied as cash flow
hedges to hedge forecast enérgy corisumption and foreign éxchange. foward cantracts held for trading to hedge

tradc receivables and. payables in Euros-and.US Dollars.

Cash flow hedges are prepared for energy price risks in connection with purchases of electricity and gas. For cash

flow hedgés, hedges areprepared whereby critical terms.match the hedged item..For the cash flow hedges

prepared, this means that.the change ‘in fair value of the hedging instruments and the change in the hedged item
are very highly correlated. Any ineffectiveness could, for example, be due to the time or the amount of the
- forecast cash flow mismatching with the cash flow of the derivative, £nil (2020: £nil) was recognized in profit or

loss as ineffectiveness concerning the cash flow hedges.
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12 Inventories

2021 2020

v £1000 £4000

Raw imaterials and consunables: v 4,167 3,246
Waork in progress . 1,506 1,800
Engincering stores _ 3,745 - 3.6l
9,418 8.207

There i$ no inaterial difference between the replacement costof stocks-and their balarice sheet dmounts.

13 Trade and other receivables

2021 2020
Note £000 £7000
Amoints falling due within one yéar
Trade receivables 1,003 1,843
Amounts owed by group undeitakings 29,095 25,088
Other receivables 4,020 2,753
Derivative financial instruments 1 7,065 701
A 41,273 ‘ 30,385
Amounts falling dué after' more than one ycar
Derivative financial ‘instruments e 1,189 272
42,462 30,657
Amounts-owed by group underiakings comprise:
i) An amount of £15,684.000 (2020: £14,126.000) due froni other Essity group companies derived
frofni révenue from contracts with customers.
i) Group relicfreceivable of £11,866,000 (2019::£10,917,000)
iiiy - Anamount of £1,498,000:(2020: £nil) duc from Essity Treastry AB. for the setilement of energy

price swap contracts which matured in December 2021, receivable in January 2022

iv) Other trade related amounts due from other group companies of.£47,000 (2020: £45,000)
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Notes to the financial statements for the year ended 31 December 2021 (continued)

14 Creditors: amounts falling due within one year
2021 2020
Notes £°000 £000
Trade creditors ' 7,082 7.175
Amounts owed to group undertakings 60,308 138,553
Other creditors 12,305 4,987
Derivitive financial instruments 11 399 165
80,094 150,880

Amounts.owed to group undertakings comprise:

i) Amounts owed to Essity Treasury AB.as follows.

£54,011,000 (2020: £131,949,000) ‘which represents an overdrawn balance in the Essity group

cash pool. This balance has. no fixed date of repayment and:interest is payable at the G-month

GBP LIBOR rate plus 1.10%.

£1,451,000 (2020: £1,655,000), a balance designated in Euros. which répresents an overdrawi

balance in thc Essity gidup cash pool. This balaice has no fixed daté of repayinent dnd interest

is payable at the. 6-month EURIBOR rate plus 1.10%.

£424.,000 (2020: £1,751.000), a balance designated in US Dollars, which represents an

overdrawn balance in the Essity group.cash pool. This baiance has no fixed date of repaymeit.

and intéresi is payable at the 6-morth USD LIBOR rate plus 1.10%.

i) Trading balances due to other:group companies of £4,422,000 (2020: £3,198,000)
15 Creditors: amounts falling due after more than one year
2021 2020
Note £°000 L7000
Amounts.owed to group ‘u_nderfakings ' ' 22,329 22,186
Derivative financial instruments 11 21 -
22,350 22.186

Amounts owed to group undertakings comprise:

i)

An ginount owed to Essity UK Limited of £22,329,000 (2020: £22,186,000) which is unsccured,
Tias no fixed date of repayment and on which interest is payable at the Bank of England base rate
‘plus 0.5%. The directors are satisfied that this balance is not expecied to be repaid within one year

due to the fact that the creditor has the same controlling party as this company so reliance can be
g party
placed on the creditor’s classification of this loan as being repayable-after more tham one year,
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16 Provisions for liabilities

CO;  Deferred tax: Total
emissions provision

£000 £000 £000

AU January 2021 (Restated) 643 4567 5210
Amounts chaiged to the i,ncéljn‘e statemeit ‘ B 2,868 2.868
Amounts charged to ather comprehensive income - 65 05
‘COzeimissions for the:year 1.126 - 1,126
Amount uiilised ‘ . . (643). - (643)
At 31 chccmbcr-Z()Z] o 1,126 7,500. 8,626

CO: emissions
The emissions. provision for each: year is expected {o be utilised in April of the following year.

17 Deferred tax liabilities

The provision for deferred lax consists of the-following defeired tax Jiabilities {assels):

2021 2020
£7000 £000
Deferred tax assets-due within 12 months - -
Dcfcrred tax liabilities due ;vilhin 12 months 1,520 ' 191
~ Total deferred tax due within’ 12 m‘on-ths » 1,520 191
2021 2020
£000 £7000
[)eferreci tax asscts due after more than 12 moiiths (1) )
‘Deferred fax liabilities.due after more than 12 -months 5981 4,377
‘Total deferred tax due after more than 12 months 5,980 4376
2021 2020
£000 £000
Total liability A A ‘ 7,500 4,567

()
3
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Notes to the financial statements for the year ended 31 December 2021 (continued)

17 Deferred tax liabilities (continued)

Accelerated Qther Total
<capital
allowances
£°000 £'000 £'000
At January 2020 3,665 26,322 29,987
Charged to the income statement. 351 9,100 9,451
Credited to other comprehénsive:income - 134.871) (34,871)
At 31 Deceimber 2020 1,016 551 4,567
At ] January 2021 4016 551. 4,567
Charged to the jn¢ome statément 1,447 1,421 2,868
~ Charged Lo other comprehensive income: - 65 65
At 31 December2021 5,463 2,037 7,500
There are no thuséd tax losses o inusced tax credits.
18 Share capital

2021 2020

£000 £000
Atuthorised
15.500,000.101 (2020: 6,500.000.10{) ordinary shares of £0.01 cach 155,000 65,000
Alotted and fully paid
15,500.000,101 (2020: 6,500,000,101) ordinary shares of £0.01 each 155,000 65.000

AW shares rank pari passu for dividend rights and provide the holder with one vote.

1 December 2021, 9.000,000.000 ordinary shares of £0.01 each were authorised. allotted and fully paid. The
subscription ptice of £90,000,000 was fully paid by Essity Holding UK Limited by a reduction in Payables to

-group companies.
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19 Reéserves

Cash flow

hedge Retained Total,

reserve earnings reserves

) v ) £°000 £°000 £000
At 1 Jahuary 2021 919 (149216) (148297
10ss for the financial ygar: - (4,074) (4,074)
Acmm‘i’aLgéins on pension scheme . B 135,450 135,450
Impact of asset ceiling on pension surplus - {1 42,073) (142,073)
Movement on deferred tax rclaﬁng to-pension scheme - 1,258 1,258

Cash flow hedges:,

Result froin remeasurenient of detivatives recognized in equity 7,880 - 7,880
Transfered to profitor loss for the period (916) - (916)
Movement ofi deferred tax relating to cash flow hedges (1,323) - (1,323)
Reclassification _ (176) 176 -
At 31 December 2021 6384 (158479)  (152,095)

The cash flow hedge reserve reflects deféried gains and losses on energy price swaps and foreign exchange
forward coniracts, where the contracts meet thie criteria for hedge accounting. Such gains and losses arc
recognised in.the income statement when the reldted hedged item is charged to income.

20 Post-employment benefits

The company operated both a defined benefit and a defined contribution scheme during the year.

Defined benefit scheme

Plan assets held in the fund are vgc)v¢rn¢d' by local regulations and practice in the Uniited Kingdoim.. Respansibility
for the governance of the plan — including investment decisions and contribution schedules - lies jointly with the

commpany and the board of directors of the fund,

On 30 September 2018, the defined benefit pénsion scheme was closed to future accrual for all:members.

“The:risks of the scheme are as follows:

{a) Asset volatility
The plan liabilities are calculated .using a discount rate set with téference o corparate bond yields; if plan assets

underperform this yield, this will create a deficit, The plan holdsa significant proportion-of equities, which are

expected to outperform corporate bonds in the long-term while providing volatility and risk.in the short-term.

As the plans mature, the company intends to reduce the level of investment risk by investing more in-assets that
‘better mateh the, liabilities. Howevet, the company believes that-due ta the long-term. nature of the plan liabilitics
and the strength of the supporting group, a level of continuing equity investment is an appropriate element of the
group’s long-térm strategy to manage the plans efficiently.

(b) Changés in bond yields _ _
A decicase in corpoiate bond yields will increase plan liabilities, although this will bé partially offsct by an -
increase in the value of the plans™ bonnd holdings.
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20 Post-cmployment benefits (continued)

(&), Life expectancy
Thi ingjority of the plain’s dbligations ar€ to provide benefits for the life of the member. so increases in life
expectancy will result in an increase in the plan’s liabilities.

{d) Inflation risk

Tlie pension obligations are linked to inflation, and higlier inflation will icad to higher liabilitics (although. in
most cases, caps on the level of inflationary. incicases arc in place to protect the plan against extreme inflation).
The majority of the plan’s assets. are either unaffecied by (fixed interest bonds) or loosely cotrélated with
(equities) inf‘la(iqn;:mcaniﬂg that an‘increase in inflation will also ‘increase the deficit.

A comprehensive actuarial valuation of the compaiy pension scheine, using the projeéctéd unit basis, was carried
out at S April 2019 by Lane Clark.& Peacock LIL.P, independent consulting actuaries. Adjustiments to the
valuation at that date have been made based on the following.assumptions:

At 31 . At3I
December December
2021 2020
' Yo %
Rate of increase in. pensions 3.10% 2.90%
Rate of increase for deferred pensions 3.25% 3.00%
Salary increase - -
Discount rate ) 1.89% 1.37%
Inflation.assumptions (RPI) 3.258% 3.00%:

A'ssumptions regarding future mortality are set based on actuarial advice in accordance with published statistics
and expérience it the UK. These assumptions translate into an average life expectancy in years. for a pensioner
retiring at age 65:

31 December 31 December
2021 2020
Numberof Number of
years years
l.‘ongcvi'ly at age 65 for current pensioners
- Men ' 2i.5 21.4
- Women ‘ 24.6 24.5
‘Longevity af age 65 for future pensioners. '
- Men ‘ 232 23.1
- Women . _ 26.3 26.3

v
N
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20 Post-employment benéfits (continued)

Reconciliation of’scheinie asgsets.and liabilities:

Fair value Defined Impact of
of plan benefit asset
agsets, obligation ceiling ‘Total
£000 £'000 £000 £'000
At 1 Januaiy 2021 1273817 (1;166,526) (107.291) -
Seivice cost ' ' ' {2,000) - - (2.000)
Interest expense A - 115,759) - (15,759)
Benefits paid (50.500) 50,500 -
E_mploycr.ccntriplltions 8,623 - - 8,623
Actuarial g'ains_/{l'osse,s)' ‘79,033 56417 - 135.450
lnterest. Income on plan assets 15,759 . - - 15,759
.Changc‘ in asset ceiling - - (142,073)  (142,073)
At 31 December 2021 1,324,732 (1,075,368) -

(249.364)

Pension surplus.

In 2021, the directors: undertook a study in ‘rc;la'tion;lo a potential schemie that had been expected to be used to
secure’the benefits of the peinsion Surplus that had beén recogniscd in.previous periods. As a result of new
information from this study the directors coricluded that it was no longet appropriate (o recognise the pension

asset and therefore. it was derecognised and ‘an -asset ceiling applied.

The total eohlribut{ons to'the defined beneﬁt scheme in 2022 is expected to be £nil (2021: £8,623,000), due to the
funding level of the pension: sehenie meéeting the criteria for nil contributions in line with the scheme’s schedule

of contributions.

Total aimotint fecogiised as an expense/(income) in the Income Statement:

2021 2020

£'000 £°000

Current service cost 2,000 2,000
Interest income. - (2.983)
2,000 (983)
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20 Post-employment benefits (continued)

The fair value of plan assets were:

2021 2020

£2000 £:000

Equities - 133,884 489,070
Corporate Bonds 422,714 307.401
Othier Debt Instruments 697,940 357,820
Cash/Property 70,194 119,526.
Total market value of asscts 1,324,732 1,273,817

The sensitivity:of the defincd benefit obligation to changes in the weighted principal assumptions is shown i the
Tollowing table as an increase/(decrease) in the lability:

:Change in Increase in Decrease in

assumption assumption assumption
_ £7000. £,000
‘Discount rate 0.5%pa (89,257) 97,336
Salary growth rate 0.5% pa - -
Pension growth rate 0.5% pa 70,137 (65.843)
Life expectancy 1year 55,304 (52.599)

The above sensitivity analyses are based on. a change in an assumption while holding all otlier assumptions
constant. In‘praciice, thig is unlikely to occur, and éhan‘gés in soni¢ of the assumptions may be correlated. When
calculating the sensitivity of the definéd benefit obligation to significant actuarial assumptions the same method
(present valuc of the defined benefit obfigation calculated with the projected unit credit method at the end of the
réporting, period) has beeii applied as when caleulating, the pension liability recognised within the statement of
financial position. '

The methods and types of-assumptions used in-preparing the sensitivity analysis did not change compared o the
previous period.

Defined contribution schemes:

The Group's defined.contribution scheines are funded by the payment of contributions 1o independently
administered funds and:the assets of the schemes are hield separately from those of'the company. The pension
cost charges for the year-amounted to £892,000 (2020: £835,000). Contributions totalling £nil (2020:.£nil) were
payable to thé fuinds-at the year end.
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21 Leases’
The carrying amounts of right-of-use assets are set out below,
Motor
vehicles
£000
Cost or vatuation
At T January 2021 3
Additions -
‘Depreciation (3)
At 31. December 2021 -
The cariying amounts- of lease liabilities are set out below.
Lease
liabilitics
£2000
Cost or valuation
A1 January 2021 2
Additions -
_Payments (2)
At }l December 2'0‘217 ‘ -
The income statement shows the following amounts relating to lcases:
2021 2020
£000 £000
Expense: relating to short-term leases (iricluded in administrative expenses) 34 169
Expense rclating to leases of low-value assefs-(included. in administrative expenses) 5 5

The total cash outflow for leases-was-£41,000 (2020: £178,000)

22 Immediate and ultimate parent undertaking and controlling party

The company is a subsidiary of Essity Grb‘up‘ Holding BV, a company registered in-the Netherlands. By virtue of
their shareholding, the ultimate parent company and conttelling party of the company is Essity Aktiebolag (publ)
a company incorporated in Sweden. The immediate parent companiy is Essity Holding UK Limited a company
registered in England and Wales. .

Essity Akticbolag (publ) was the parent company of the laigest arid smallest group-to prepace consolidated
financial statements.for 2021. Copies-ofthesc financial statements for the year ended 31 December 2021 may be
obtained from the following address:

Southfields Road, Dunstable. Bedfordshire, LUG 3E)
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