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Stelrad Radiator Group Limited
Strategic report

The directors present the strategic report for the year ended 31 December 2018.

Results and dividends

The Group loss for the year amounted to £191,000 (2017: loss of £1,256,000). The payment of a dividend is not
recommended.

Principal activities

The Group’s principal activities are the manufacture and distribution of radiators. The principal activity of the
company was that of a holding company.

Review of the business

The Group’s key financial and other performance indicators during the year, were as follows:

2018 2017
Revenue
Group revenue (Em) 205.2 205.2
Group operating profit (Em) 8.2 7.8
Group operating margin (%) 40 3.8
Loss for the year (£Em) h (0.2) (1.3)
Total equity (Em) 13.9 229
Working capital (Em)* 16.0 20.2
*Working capital includes inventories, trade and other receivables and trade and other payables
Cash (£m) ‘ 17.7 14.9
Net cash inflow from operating activities (Em) 14.1 15.0
Average number of employees 1,232 1,312

During the year, the Group incorporated a new subsidiary in Denmark and subsequent to incorporation the new
subsidiary acquired a business. Further details are included in note 29.

Group Revenue for the year was £205.2m which is in line with prior year. Revenue was stable despite selling price
increases made during the year and the Danish business acquisition. Sales volumes decreased following a policy
change to reduce credit terms in Turkey.

Group Operating Profit for the year at £8.2m was above prior year as selling price increases more than offset the
impact of a sales volume decline and steel price rises.

Working Capital decreased by £4.2m in the year, primarily due to a reduction in the value of Turkish receivables as
a result of lower sales volumes and the devaluation of Turkish Lira against GBP.

Net cash flow from operating activities for the year decreased from £15.0m to £14.1m, despite an increase in
operating profit, largely due to the impact on working capital of the acquisition made in the year.

The average number of employees in the Group during the year decreased to 1,232 mainly due to reduced
headcount in Turkey.
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Strategic report |

Going concern

At 31 December 2018 the Group total equity was £13,911,000 (2017: £22,904,000). Borrowings, predominantly
bank, immediate parent undertaking and ultimate shareholder loans, amounted to £71,269,000 (2017:
£59,570,000). The Group meets its day-to-day working capital requirements through bank loan facilities which are
in place up to June / July 2020 and December 2023. At the period end date the Group has partly drawn down on a
£28m asset based revolving credit facility, though the remainder is still accessible to enable day-to-day working
capital requirements to be met.

In making their going concern assessment the directors have considered the financial performance of the business
during 2018, the current financial performance, their forecasts of future financial performance, the principal risks
facing the business, the continuing availability of funding and the continuing availability of credit. Following this
assessment, the directors have concluded that the company and the Group have adequate resources for the
foreseeable future and have comfortably met all funding covenants and are expected to continue to do so for the
foreseeable future. They therefore continue to adopt the going concern basis of accounting in preparing the annual
financial statements.

Principal risks and uncertainties

The principal risks and uncertainties facing the Group can be broadly categorised as — competitive and risks
related to financial instruments, i.e. market, credit and liquidity risk.

Competitive

Three major customers account for a significant proportion of Group sales in the UK. Business relationships with
these customers are based on performance criteria relating to demand generation, customer service and
commercial terms.

Competitive pressures exist from manufacturers in low cost economies and international competitors with scale
benefits.

These risks are mitigated by close monitoring of key customer relationships and constant reassessment of our
commercial, operational and strategic initiatives.

Financial instruments

The Group is exposed to a number of financial instrument related risks, these are discussed in more detail in note
28.

Future developments

The company will continue to be involved in the manufacture and distribution of radiators and consolidate upon
recent strategic initiatives whilst investing to grow the business.

On behalf of the Board

%

G J Letham
Director v
15 March 2019



Stelrad Radiator Group Limited
Directors’ report

The directors present their annual report together with the audited consolidated financial statements for the year
ended 31 December 2018.

The directors have chosen to set out the following information in the strategic report:

o Dividends
¢ Principal risks and uncertainties
e Future developments

General information

Stelrad Radiator Group Limited (the Company or the parent) is a private company, limited by shares, incorporated
and domiciled in the United Kingdom. The registered office is located at 69-75 Side, Newcastle upon Tyne, NE1
3JE. The registered office of the Ultimate Parent Undertaking, Noosa Holdings Jersey Limited, is located at 15
Esplanade, St Helier, Jersey, JE1 1RB.

Directors :
The directors who served during the year and to the date of signing these financial statements were as follows:

T T Harvey

G J Letham

E A Lazarus

R K Ellis

N D T Armstrong

Directors’ qualifying third party indemnity provisions
The Group has granted an indemnity to one or more of its directors against liability in respect of proceedings

brought by third parties, subject to the conditions set out in the Companies Act 2006. Such qualifying third party
indemnity provision remains in force as at the date of approving the directors’ report.

Research and development

Research and development costs of £957,000 (2017: £947,000) have been incurred in the year in relation to the
design and development of new products. All such costs are expensed as incurred.

Financial instruments

The Group is exposed to a number of financial instrument related risks, these are discussed in more detail in note
28.

Disabled employees

The Group gives full consideration to applications for employment from disabled persons where disabled persons
can adequately fulfil the requirements of the job.

Where existing employees become disabled, it is the Group’s policy wherever practicable to provide continuing
employment under normal terms and conditions and provide training, career development and promotion wherever

appropriate.
Employee involvement

The Group is committed to involving its employees in the decisions that affect them. Regular meetings take place
between local management and employees to allow a free flow of information and ideas. In addition, where
practicable, the Group seeks to keep the employees informed through regular newsletters.
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Directors’ report

Statement of directors’ responsibilities in respect of the financial statements

The directors are responsible for preparing the Annual Report and the financial statements in accordance with
applicable law and regulation.

Company law requires the directors to prepare financial statements for each financial year. Under that law the
directors have prepared the Group financial statements in accordance with International Financial Reporting
Standards (IFRSs) as adopted by the European Union and parent company financial statements in accordance
with United Kingdom Generally Accepted Accounting Practice (United Kingdom Accounting Standards, comprising
FRS 101 “Reduced Disclosure Framework”, and applicable law). Under company law the directors must not
approve the financial statements unless they are satisfied that they give a true and fair view of the state of affairs of
the Group and parent company and of the profit or loss of the Group and parent company for that period. In
preparing the financial statements, the directors are required to:

o select suitable accounting policies and then apply them consistently;

o state whether applicable IFRSs as adopted by the European Union have been followed for the Group
financial statements and United Kingdom Accounting Standards, comprising FRS 101, have been followed
for the company financial statements, subject to any material departures disclosed and explained in the
financial statements;

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

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

The directors are also responsible for safeguarding the assets of the Group and parent company and hence for
taking reasonable steps for the prevention and detection of fraud and other irregularities.

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain the
Group and parent company's transactions and disclose with reasonable accuracy at any time the financial position
of the Group and parent company and enable them to ensure that the financial statements comply with the
Companies Act 2006 and, as regards the Group financial statements, Article 4 of the IAS Regulation.

Disclosure of information to the auditors

So far as each person who was a director at the date of approving this report is aware, there is no relevant audit
information, being information needed by the auditors in connection with preparing its report, of which the auditors
are unaware. Having made enquiries of fellow directors and the Group’s auditors, each director has taken all the
steps that he is obliged to take as a director in order to make himself aware of any relevant audit information and to
establish that the auditors are aware of that information.

Independent Auditors

PricewaterhouseCoopers LLP acted as auditors during the year and a resolution to reappoint
PricewaterhouseCoopers LLP as auditors will be put to the members at the Annual General Meeting.

On behalf of the Board
G J Letham

Director
15 March 2019




Independent auditors’ report to the members of Stelrad Radiator
Group Limited

Report on the audit of the financial statements
Opinion
In our opinion:;

o Stelrad Radiator Group Limited’s Group financial statements and company financial statements (the
“financial statements”) give a true and fair view of the state of the Group’s and of the company’s affairs as
at 31 December 2018 and of the Group's loss and the group’s and company’s cash flows for the year then
ended;

o the Group financial statements have been properly prepared in accordance with International Financial
Reporting Standards (IFRSs) as adopted by the European Union;

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

» the financial statements have been prepared in accordance with the requirements of the Companies Act
2006.

We have audited the financial statements, included within the Annual Report and Consolidated Financial
Statements (the “Annual Report”), which comprise: the Consolidated and Company Balance Sheets as at 31
December 2018; the Consolidated Income Statement and Consolidated Statement of Other Comprehensive
Income, the Consolidated and Company Statements of Cash Flows, and the Consolidated and Company
Statements of Changes in Equity for the year then ended; and the notes to the financial statements, which include
a description of the significant accounting policies.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (“ISAs (UK)”) and applicable
law. Our responsibilities under ISAs (UK) are further described in the Auditors’ responsibilities for the audit of the
financial statements section of our report. We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our opinion.

Independence

We remained independent of the Group in accordance with the ethical requirements that are relevant to our audit
of the financial statements in the UK, which includes the FRC's Ethical Standard, as applicable to listed entities,
and we have fulfilled our other ethical responsibilities in accordance with these requirements.

Our audit approach

Overview
M iali . s

atenality ¢  Overall Group materiality: £2,050,000 (2017: £2,050,000), based on 1% of total revenues.

e  Overall company materiality: £551,000 (2017: £545,000), based on 5% of profit before tax.
Audit scope e  Significant components being UK and Turkey, with Continental also being in full scope.
e  All UK entities in full scope.
e  Analytical review performed over all out of scope divisions.
Key audit
matters

e Completeness and accuracy of indirect rebates (Group).
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The scope of our audit

As part of designing our audit, we determined materiality and assessed the risks of material misstatement in the
financial statements. In particular, we looked at where the directors made subjective judgements, for example in
respect of significant accounting estimates that involved making assumptions and considering future events that
are inherently uncertain. As in all of our audits we also addressed the risk of management override of internal
controls, including evaluating whether there was evidence of bias by the directors that represented a risk of

material misstatement due to fraud.

Key audit matters

Key audit matters are those matters that, in the auditors’ professional judgement, were of most significance in the
audit of the financial statements of the current period and include the most significant assessed risks of material
misstatement (whether or not due to fraud) identified by the auditors, including those which had the greatest effect
on: the overall audit strategy; the allocation of resources in the audit; and directing the efforts of the engagement
team. These matters, and any comments we make on the results of our procedures thereon, were addressed in
the context of our audit of the financial statements as a whole, and in forming our opinion thereon, and we do not
provide a separate opinion on these matters. This is not a complete list of all risks identified by our audit.

Key audit matter

How our audit addressed the key audit matter

Completeness and accuracy of indirect rebates

The UK rebate arrangements include installer rebates in
addition to merchant rebates. Installer rebates is a complex
area with a high degree of estimation.

This arises as the rebate is granted on indirect sales and so the
sales information is not readily available. As such, historic
rates, as well as management forecasts, are used in calculating
the provision for indirect rebates. This is reasonable given the
relatively stable market for radiators.

Furthermore the claims for rebates can be made up to, and
over a year from the sales date. As we sign the statutory
accounts in March, the value of the rebates as at the year end

“can only ever be estimated and this area of accounting is
inherently judgemental.

The balance of this at year end is £10.5 million and the amount
of rebates in the income statement is £26.0 million

This is a highly judgemental area of the audit, given the nature
of the balance and the estimates that are involved in
formulating the accrual balance.

To test the indirect rebates, our approach has been to:

* Perform a walkthrough of the spreadsheet to understand the
process and the calculations behind the model;

* Agree the completeness of the sales in the model, by
reconciling the model to detailed sales listings;

* Test a sample of the payments and agree the percentage
rebate to contract to high assurance;

* Agree the completeness of the claimed rebates in the model,
by reconciling between detailed claims listings and the model;

* Testing the performance and integrity of the model, focusing
on the take up rates and poundage rates used throughout;

* Perform a sensitivity analysis on the model and a look back
test on the prior year accrual; and

* Obtain confirmations on the year end merchant stock held.
Two assumptions in the model that contain judgement are the
take up rate and poundage.

No issues were noted on any of the above procedures.

We determined that there were no key audit matters applicable to the group to communicate in our report.

How we tailored the audit scope

We tailored the scope of our audit to ensure that we performed enough work to be able to give an opinion on the
financial statements as a whole, taking into account the structure of the Group and the company, the accounting
processes and controls, and the industry in which they operate.

The Group is based in the UK with the majority of the trading operations in the UK, Turkey and Continental
(Belgium and the Netherlands). These trading entities are in scope for group reporting given the size of each
operation and the trading operations in the UK and Turkey are deemed to be significant components. Furthermore
all UK entities are in full scope for group reporting as well as having a statutory audit performed, including Stelrad
Radiator Group Limited, the parent company. The Group engagement team communicated with the component
teams throughout the audit and took part in the local clearance meetings.



Independent auditors’ report to the members of Stelrad Radiator
Group Limited

Materiality

The scope of our audit was influenced by our application of materiality. We set certain quantitative thresholds for
materiality. These, together with qualitative considerations, helped us to determine the scope of our audit and the
nature, timing and extent of our audit procedures on the individual financial statement line items and disclosures

and in evaluating the effect of misstatements, both individually and in aggregate on the financial statements as a
whole.

Based on our professional judgement, we determined materiality for the financial statements as a whole as follows:

Group financial statements Company financial statements
Overall materiality £2,050,000 (2017: £2,050,000). £551,000 (2017: £545,000).
How we determined it 1% of total revenues. 5% of profit before tax.
Rationale for Based on the low profit margins experienced by Profit before tax is applicable given the entity
benchmark applied the Group, total revenues is deemed a more has made a loss due to interest in the year
appropriate measure than profit before tax, and
is a generally accepted auditing benchmark.

For each component in the scope of our Group audit, we allocated a materiality that is less than our overall Group
materiality. The range of materiality allocated across components was between £50,000 and £1,400,000. Certain
components were audited to a local statutory audit materiality that was also less than our overall Group materiality.

We agreed with the Audit Committee that we would report to them misstatements identified during our audit above
£100,000 (Group audit) (2017: £100,000) and £28,000 (Company audit) (2017: £27,000) as well as misstatements
below those amounts that, in our view, warranted reporting for qualitative reasons.

Conclusions relating to going concern
ISAs (UK) require us to report to you when:
+ the directors’ use of the going concern basis of accounting in the preparation of the financial statements is
not appropriate; or
¢ the directors have not disclosed in the financial statements any identified material uncertainties that may
cast significant doubt about the group’s and company’s ability to continue to adopt the going concern basis
of accounting for a period of at least twelve months from the date when the financial statements are
authorised for issue.
We have nothing to report in respect of the above matters.

However, because not all future events or conditions can be predicted, this statement is not a guarantee as to the
group’s and company’s ability to continue as a going concern. For example, the terms on which the United
Kingdom may withdraw from the European Union, which is currently due to occur on 29 March 2019, are not clear,
and it is difficult to evaluate all of the potential implications on the company’s trade, customers, suppliers and the
wider economy.

Reporting on other information

The other information comprises all of the information in the Annual Report other than the financial statements and
our auditors’ report thereon. The directors are responsible for the other information. Our opinion on the financial
statements does not cover the other information and, accordingly, we do not express an audit opinion or, except to
the extent otherwise explicitly stated in this report, any form of assurance thereon.

In connection with our audit of the financial statements, our responsibility is to read the other information and, in
doing so, consider whether the other information is materially inconsistent with the financial statements or our
knowledge obtained in the audit, or otherwise appears to be materially misstated. If we identify an apparent
material inconsistency or material misstatement, we are required to perform procedures to conclude whether there
is a material misstatement of the financial statements or a material misstatement of the other information. If, based
on the work we have performed, we conclude that there is a material misstatement of this other information, we are
required to report that fact. We have nothing to report based on these responsibilities.

With respect to the Strategic Report and Directors’ Report, we also considered whether the disclosures required by
the UK Companies Act 2006 have been included.

Based on the responsibilities described above and our work undertaken in the course of the audit, ISAs (UK)
require us also to report certain opinions and matters as described below.

8
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Strategic Report and Directors’ Report

In our opinion, based on the work undertaken in the course of the audit, the information given in the Strategic
Report and Directors’ Report for the year ended 31 December 2018 is consistent with the financial statements and
has been prepared in accordance with applicable legal requirements.

In light of the knowledge and understanding of the Group and company and their environment obtained in the
course of the audit, we did not identify any material misstatements in the Strategic Report and Directors’ Report.

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

As explained more fully in the Statement of directors’ responsibilities set out on page 5, the directors are
responsible for the preparation of the financial statements in accordance with the applicable framework and for
being satisfied that they give a true and fair view. The directors are also responsible for such internal control as
they determine is necessary to enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or error.

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

Auditors’ responsibilities for the audit of the financial statements

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

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

Use of this report

This report, including the opinions, has been prepared for and only for the company’'s members as a body in
accordance with Chapter 3 of Part 16 of the Companies Act 2006 and for no other purpose. We do not, in giving
these opinions, accept or assume responsibility for any other purpose or to any other person to whom this report is
shown or into whose hands it may come save where expressly agreed by our prior consent in writing.

Other required reporting

Companies Act 2006 exception reporting

Under the Companies Act 2006 we are required to report to you if, in our opinion:

we have not received all the information and explanations we require for our audit; or

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

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

the company financial statements are not in agreement with the accounting records and returns.

We have nhogexceptions to report arising from this responsibility.

;? athan Greenaway (Senior Statutory Auditor)

r and on behalf of PricewaterhouseCoopers LLP
Chartered Accountants and Statutory Auditors
Newcastle upon Tyne '

15 March 2019



Stelrad Radiator Group Limited

Consolidated Income Statement
for the year ended 31 December 2018

Continuing operations
Revenue

Cost of sales

Gross profit

Selling and distribution expenses
Administrative expenses

Other operating income

Other operating expenses

Operating profit

Finance income
Finance costs

Profit before tax from continuing operations
Income tax expense

Loss for the year attributable to owners of the parent

10

Notes

0 ~

12
13

14

2018 2017
£000 £7000
205,207 205,208
(155,810) (158,519)
49,397 46,689
(28,497) (28,622)
(10,870) (11,558)
1,340 1,958
(3,133) (628)
8,237 7,839
76 103
(8,069) (7,075)
244 867
(435) (2,123)
(191) (1,256)




Stelrad Radiator Group Limited

Consolidated Statement of Comprehensive Income
for the year ended 31 December 2018

2018 2017

Notes £000 £000
Loss for the year (191) (1,256)
Other comprehensive income/(expense)
Other comprehensive income/(expense) that may be reclassified
to profit or loss in subsequent periods:
Net gain/(loss) on monetary items forming part of net investment 51 (584)
in foreign operations and qualifying hedges of net investments in
foreign operations
Income tax effect 14 (29) 57
Exchange differences on translation of foreign operations (8,553) (4,411)
Net other comprehensive expense that may be reclassified to (8,531) (4,938)
profit or loss in subsequent periods
Other comprehensive expense not to be reclassified to profit or
loss in subsequent periods:
Re-measurement losses on defined benefit plans 25 (348) (174)
Income tax effect 14 77 35
Net other comprehensive expense not to be reclassified to : (271) (139)
profit or loss in subsequent periods '
Other comprehensive expense for the year, net of tax (8,802) (5,077)
Total comprehensive expense for the year, net of tax (8,993) (6,333)

attributable to owners of the parent

11



Stelrad Radiator Group Limited (Registered Number 09206478)

Consolidated Balance Sheet
as at 31 December 2018

Notes
Assets
Non-current assets
Property, plant and equipment 15
Trade and other receivables 19
Deferred tax assets 14
Current assets
Inventories 18
Trade and other receivables 19
Income tax receivable
Cash and cash equivalents 20
Total assets
Equity and liabilities
Equity
Issued capital 23
Merger reserve '
Retained earnings
Foreign currency reserve
Total equity attributable to owners of the parent
Non-current liabilities
Interest-bearing loans and borrowings 17b
Provisions 22
Net employee defined benefit liabilities 25
Deferred tax liabilities 14
Current liabilities
Trade and other payables 21
Interest-bearing loans and borrowings 17b
Other current financial liabilities 17a
Income tax payable
Provisions 22

Total liabilities
Total equity and liabilities

2018 2017
£7000 £'000
51,643 48,326
26 37
3,421 3,557
55,090 51,920
34,575 33,759
34,273 40,044
25 56
17,683 14,862
86,556 88,721
141,646 140,641
250 250
940 940
33,491 33,953
(20,770) (12,239)
13,911 22,904
67,764 56,797
289 358
2,478 2,805
289 285
70,820 60,245
52,884 53,642
3,505 2,773
- 10
284 734
242 333
56,915 57,492
127,735 117,737
141,646 140,641

The financial statements on pages 10 to 52 were approved by the Board of Directors on 15 March 2019 and

signed on its behalf by:

G J Letham -
Director

12



Stelrad Radiator Group Limited (Registered Number 09206478)

Company Balance Sheet
as at 31 December 2018

Assets

Non-current assets

Investments

Amounts due from subsidiary undertakings

Total assets

Equity and liabilities
Equity

Issued capital
Accumulated losses
Total deficit

Non-current liabilities
Interest-bearing loans and borrowings

Total deficit and liabilities

Notes

16
26

23

17b

2018 2017
£000 £000
13,623 17,760
13,623 17,760
250 250
(37,044) (26,031)
(36,794) (25,781)
50,417 43,541
13,623 17,760

The Directors have taken advantage of the exemption available under Section 408 of the Companies Act and not
presented an income statement or a statement of comprehensive income for the Company alone. The loss for the year is

£11,013,000 (2017: £10,900,000).

The financial statements on pages 10 to 52 were approved by the Board of Directors on 15 March 2019 and
signed on its behalf by:

G J Letham
Director

13



Stelrad Radiator Group Limited

Consolidated Statement of Changes in Equity
for the year ended 31 December 2018

Attributable to the owners of the parent

Issued Merger Retained Foreign Total
share reserve earnings currency
capital
£000 £000 £000 £000 £000
As at 1 January 2018 250 940 33,953 (12,239) 22,904
Loss for the year - - (191) - (191)
Other comprehensive expense for the year - - (271) (8,531) (8,802)
Total comprehensive expense - - (462) (8,531) (8,993)
As at 31 December 2018 250 940 33,491 (20,770) 13,911

Attributable to the owners of the parent

Issued Merger Retained Foreign Total
share reserve earnings currency
capital
£000 £000 £000 £000 £000
As at 1 January 2017 250 940 35,348 (7,301) 29,237
Loss for the year - - (1,256) - (1,256)
Other comprehensive expense for the year - - (139) (4,938) (5,077)
Total comprehensive expense - - (1,395) (4,938) (6,333)
-As at 31 December 2017 250 940 33,953 (12,239) 22,904

14



Stelrad Radiator Group Limited

Company Statement of Changes in Equity

for the year ended 31 December 2018

As at 1 January 2018
Loss for the year
Total comprehensive expense

As at 31 December 2018

As at 1 January 2017
Loss for the year
Total comprehensive expense

As at 31 December 2017

Attributable to the owners of the parent

Issued share Accumulated Total
capital losses

£'000 £000 £000

250 (26,031) (25,781)

- (11,013) (11,013)

- (11,013) (11,013)

250 (37,044) (36,794)

Attributable to the owners of the parent

Issued share Accumulated Total
capital losses
£°000 £000 £000
250 (15,131) (14,881)
- (10,900) (10,900)
- (10,900) (10,900)
250 (26,031) (25,781)

15



Stelrad Radiator Group Limited

Consolidated Statement of Cash Flows

for the year ended 31 December 2018

Operating activities:
Profit before tax from continuing operations

Adjustments to reconcile profit before tax to net cash flows:
Depreciation of property, plant and equipment
Gain on disposal of property, plant and equipment
Negative goodwill amortisation
Finance income
Finance costs

Working capital adjustments:
Decrease/(increase) in trade and other receivables
Increase in inventories
Increase in trade and other payables
Increase in provisions
(Increase)/decrease in other financial assets and liabilities
Decrease in other pension provisions
Difference between pension charge and cash contributions

Income tax paid
Interest received

Net cash flows from operating activities

Investing activities:

Proceeds from sale of property, plant and equipment
Purchase of property, plant and equipment
Acquisition of subsidiary

Net cash flows used in investing activities

Financing activities:

Sale fees repaid

Proceeds from external borrowings
Repayment of external borrowings
Payment of finance lease liabilities
Interest paid

Net cash flows generated from/(used in) financing activities

Net increase in cash and cash equivalents
Net foreign exchange difference
Cash and cash equivalents at 1 January

Cash and cash equivalents at 31 December

16

2018 2017
Notes £000 £000
244 867
15 5,106 5,013
(127) (167)
29 (89) -
12 (76) (103)
13 8,069 7,075
784 (4,441)
(2,278) (4,975)
3,471 13,201
5 133
(10) 336
(57) (109)
(224) 84
14,818 16,914
(794) (2,016)
76 103
14,100 15,001
180 233
15 (10,413) (10,106)
29 (1,664) -
(11,897) (9,873)
- 8
7,729 1,549
(3,206) (2,865)
(41) (153)
(783) (690)
3,699 (2,151)
5,902 2,977
(3,081) (1,637)
20 14,862 13,522
20 17,683 14,862




Stelrad Radiator Group Limited

Company Statement of Cash Flows
for the year ended 31 December 2018

2018 2017
£000 £000
Operating activities:
Loss before tax (11,013) (10,900)
Adjustments to reconcile loss before tax to net cash flows:
Finance costs 11,013 10,900

Net cash flows from operating activities - -

Cash and cash equivalents at 1 January - -

Cash and cash equivalents at 31 December - -
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Stelrad Radiator Group Limited

Notes to the consolidated and parent company financial statements
for the year ended 31 December 2018

1 Corporate information

The consolidated financial statements of the Stelrad Radiator Group Limited and its subsidiaries (collectively, the
Group) for the year ended 31 December 2018 were authorised for issue by the board of directors on 15 March 2019.
Stelrad Radiator Group Limited (the Company or the parent) is a private company, limited by shares, incorporated and
domiciled in England, United Kingdom. The registered office of the company is located at 69-75 Side, Newcastle upon
Tyne, NE1 3JE. The registered office of the Ultimate Parent Undertaking, Noosa Holdings Jersey Limited, is located at
15 Esplanade, St Helier, Jersey, JE1 1RB.

During the year the Group was principally engaged in the manufacture and distribution of radiators.
2 Basis of preparation

The consolidated financial statements of the Group have been prepared in accordance with International Financial
Reporting Standards (IFRS) and interpretations issued by the IFRS Interpretations Committee (IFRS IC) as adopted
by the EU and in accordance with the Companies Act 2006 as applicable to companies using IFRS.

The parent company financial statements have been prepared in accordance with Financial Reporting Standard 101
‘Reduced Disclosure Framework’ (FRS101) and in accordance with the Companies Act 2006 as applicable to
companies using FRS101. The parent company has taken advantage of the following disclosure exemptions under
FRS101:
e The requirements of IFRS 7 Financial Instruments: Disclosures as they are available within the consolidated
financial statements of Group.
e The requirements of paragraphs 91-99 of IFRS 13 Fair Value Measurement as they are available within the
consolidated financial statements of the Group.

The consolidated and parent company financial statements have been prepared on a historical cost basis, except for
derivative financial instruments, which have been measured at fair value. The consolidated and parent company
financial statements are presented in GB Pounds and all values are rounded to the nearest thousand (£000), except
when otherwise indicated. The consolidated and parent company financial statements have been prepared on a going
concern basis.

3 Basis of consolidation

The consolidated financial statements comprise the financial statements of the Group and its subsidiaries as at 31
December 2018. Control is achieved when the Group is exposed, or has rights, to variable returns from its involvement
with the investee and has the ability to affect those returns through its power over the investee.

Consolidation of a subsidiary begins when the Group obtains control over the subsidiary and ceases when the Group
loses control of the subsidiary. Assets, liabilities, income and expenses of a subsidiary acquired or disposed of during
the year are included in the statement of comprehensive income from the date the Group gains control until the date
the Group ceases to control the subsidiary.

When necessary, adjustments are made to the financial statements of subsidiaries to bring their accounting policies

into line with the Group’s accounting policies. All intra-group assets and liabilities, equity, income, expenses and cash
flows relating to transactions between members of the Group are eliminated in full on consolidation.

4 Summary of significant accounting policies

a) Business combinations and goodwill

Business combinations are accounted for using the acquisition method. The cost of an acquisition is measured as the

consideration transferred measured at acquisition date. When the Group acquires a business, it assesses the financial
assets and liabilities assumed for appropriate classification and designation in accordance with the contractual terms,

economic circumstances and pertinent conditions as at the acquisition date.

Goodwill is initially measured at cost, being the excess of the aggregate of the consideration transferred over the fair
values of net identifiable assets acquired, liabilities assumed and contingent liabilities.
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Stelrad Radiator Group Limited

Notes to the consolidated and parent company financial statements
for the year ended 31 December 2018

After initial recognition, goodwill is measured at cost less any accumulated impairment losses. For the purpose of
impairment testing, goodwill acquired in a business combination is, from the acquisition date, allocated to each of the
Group’s cash-generating units that are expected to benefit from the combination.

Where goodwill has been allocated to a cash-generating unit and part of the operation within that unit is disposed of,
the goodwill associated with the disposed operation is included in the carrying amount of the operation when
determining the gain or loss on disposal. Goodwill disposed in these circumstances is measured based on the relative
values of the disposed operation and the portion of the cash-generating unit retained.

b) Current versus non-current classification

The Group presents assets and liabilities in balance sheet based on current/non-current classification. An asset as
current when it is:

e  Expected to be realised or intended to be sold or consumed in normal operating cycle;
Expected to be realised within twelve months after the reporting period; or
Cash or cash equivalent unless restricted from being exchanged or used to settle a liability for at least twelve
months after the reporting period

All other assets are classified as non-current. A liability is current when:

e ltis expected to be settled in normal operating cycle;

e |tis due to be settled within twelve months after the reporting period; or

e There is no unconditional right to defer the settlement of the liability for at least twelve months after the reporting
period.

The Group classifies all other liabilities as non-current. Deferred tax assets and liabilities are classified as non-current
assets and liabilities.

c) Fair value measurement

The Group measures financial instruments, such as, derivatives at fair value at each balance sheet date. Also, fair
values of financial instruments measured at amortised cost are disclosed in Note 28.

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction
between market participants at the measurement date. The fair value measurement is based on the presumption that
the transaction to sell the asset or transfer the liability takes place either:

¢ In the principal market for the asset or liability, or
¢ Inthe absence of a principal market, in the most advantageous market for the asset or liability.

The fair value of an asset or a liability is measured using the assumptions that market participants would use when
pricing the asset or liability, assuming that market participants act in their economic best interest.

A fair value measurement of a non-financial asset takes into account a market participant's ability to generate
economic benefits by using the asset in its highest and best use or by selling it to another market participant that
would use the asset in its highest and best use.

The Group uses valuation techniques that are appropriate in the circumstances and for which sufficient data are
availabte to measure fair value, maximising the use of relevant observable inputs and minimising the use of
unobservable inputs.

All assets and liabilities for which fair value is measured or disclosed in the financial statements are categorised within
the fair value hierarchy, described as follows, based on the lowest level input that is significant to the fair value
measurement as a whole:

¢ Level 1 — Quoted (unadjusted) market prices in active markets for identical assets or liabilities;
Level 2 — Valuation techniques for which the lowest level input that is significant to the fair value measurement is
directly or indirectly observable;
e Level 3 — Valuation techniques for which the lowest level input that is significant to the fair value measurement is
unobservable.
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Notes to the consolidated and parent company financial statements
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For assets and liabilities that are recognised in the financial statements on a recurring basis, the Group determines
whether transfers have occurred between Levels in the hierarchy by re-assessing categorisation (based on the lowest
level input that is significant to the fair value measurement as a whole) at the end of each reporting period.

d) Foreign currency translation

Functional and presentation currency

items included in the financial statements of each of the Group’s entities are measured using the currency of the
primary economic environment in which the entity operates (‘the functional currency’). The consolidated financial
statements are presented in ‘GB Pounds’ (£), which is the company’s functional and the Group’s presentation
currency.

Transactions and balances

Foreign currency transactions are translated into the functional currency using the exchange rates prevailing at the
dates of the transactions or valuation where items are re-measured. Foreign exchange gains and losses resulting from
the settlement of such transactions and from the translation at year-end exchange rates of monetary assets and
liabilities denominated in foreign currencies are recognised in the income statement, except when deferred (in the
consolidated financial statements) in other comprehensive income as qualifying net investment hedges or because the
monetary asset or liability forms part of the net investment in the foreign operation.

Foreign exchange gains and losses are presented in the income statement within ‘other operating income’ or ‘other
operating expenses’.

Group companies
The results and financial position of all the Group entities that have a functional currency different from the

presentation currency are translated into the presentation currency as follows:

e assets and liabilities for each balance sheet presented are translated at the closing rate at the date of that balance
sheet;

s income and expenses for each income statement are translated at average exchange rates (where a reasonable
approximation to actual rates); and

¢ all resulting exchange differences are recognised in other comprehensive income.

On consolidation, exchange differences arising from the translation of the net investment in foreign operations, and of
borrowings and other currency instruments designated as hedges of such investments, are taken to other
comprehensive income.

e) Revenue recognition

Revenue is recognised to the extent that it is probable that the economic benefits will flow to the Group and the
revenue can be reliably measured, regardless of when the payment is being made. Revenue is measured at the fair
value of the consideration received or receivable, taking into account contractually defined terms of payment and
excluding taxes or duty. The Group has concluded that it is the principal in all of its revenue arrangements since it is
the primary obligor in all the revenue arrangements, has pricing latitude and is also exposed to inventory and credit
risks.

The specific recognition criteria described below must also be met before revenue is recognised.

Sale of goods
Revenue from the sale of goods is recognised when the significant risks and rewards of ownership of the goods have

passed to the buyer, usually on delivery of the goods.

Interest income
For all financial instruments measured at amortised cost, interest income is recorded using the effective interest rate

(EIR).

Rebates

Rebates are paid to certain customers and end consumers of goods sold. Provisions for rebates to customers are
based upon the terms of sales contracts and are recorded in the same period as the related sales as a deduction from
revenue. The Group estimates the provision for rebates based on the terms of each agreement at the time the
revenue is recognised and, for indirect rebates, on the take up rate by each customer.
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for the year ended 31 December 2018

f) Taxation

Current income tax
Current income tax assets and liabilities for the current period are measured at the amount expected to be recovered

from or paid to the taxation authorities. The tax rates and tax laws used to compute the amount are those that are
enacted or substantively enacted, at the reporting date in the countries where the Group operates and generates
taxable income.

Current income tax is recognised in income unless it relates to items recognised in other comprehensive income or
directly in equity, in which case the current income tax is recognised in other comprehensive income or directly in
equity respectively. Management periodically evaluates positions taken in the tax returns with respect to situations in
which applicable tax regulations are subject to interpretation and establishes provisions where appropriate.

Deferred tax
Deferred tax is provided using the liability method on temporary differences between the tax bases of assets and

liabilities and their carrying amounts for financial reporting purposes at the reporting date.
Deferred tax liabilities are recognised for all taxable temporary differences, except:

 When the deferred tax liability arises from the initial recognition of goodwill (taxable temporary differences only) or
an asset or liability in a transaction that is not a business combination and, at the time of the transaction, affects
neither the accounting profit nor taxable profit or loss.

e Inrespect of taxable temporary differences associated with investments in subsidiaries, when the timing of the
reversal of the temporary differences can be controlled and it is probable that the temporary differences will not
reverse in the foreseeable future

Deferred tax assets are recognised for all deductible temporary differences, the carry forward of unused tax credits
and any unused tax losses.

Deferred tax assets are recognised to the extent that it is probable that taxable profit will be available against which
the deductible temporary differences, and the carry forward of unused tax credits and unused tax losses can be
utilised, except:

e When the deferred tax asset relating to the deductible temporary difference arises from the initial recognition of an
asset or liability in a transaction that is not a business combination and, at the time of the transaction, affects
neither the accounting profit nor taxable profit or loss

¢ Inrespect of deductible temporary differences associated with investments in subsidiaries, deferred tax assets are
recognised only to the extent that it is probable that the temporary differences will reverse in the foreseeable future
and taxable profit will be available against which the temporary differences can be utilised

The carrying amount of deferred tax assets is reviewed at each reporting date and reduced to the extent that it is no
longer probable that sufficient taxable profit will be available to allow all or part of the deferred tax asset to be utilised.
Unrecognised deferred tax assets are re-assessed at each reporting date and are recognised to the extent that it has
become probable that future taxable profits will allow the deferred tax asset to be recovered.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply in the year when the asset
is realised or the liability is settled, based on tax rates (and tax laws) that have been enacted or substantively enacted
at the reporting date.

Deferred tax is recognised in income unless it relates to items recognised in other comprehensive income or directly in
equity, in which case the deferred tax is recognised in other comprehensive income or directly in equity respectively.
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g) Property, plant and equipment

Property, plant and equipment is stated at cost, net of accumulated depreciation and accumulated impairment losses,
if any. Such cost includes the cost of replacing part of the property, plant and equipment and borrowing costs for long-
term construction projects if the recognition criteria are met. When significant parts of property, plant and equipment
are required to be replaced at intervals, the Group recognises such parts as individual assets with specific useful lives
and depreciates them accordingly. Likewise, when a major inspection is performed, its cost is recognised in the
carrying amount of the plant and equipment as a replacement if the recognition criteria are satisfied. All other repair
and maintenance costs are recognised in profit or loss as incurred.

Land is not depreciated. Depreciation on other assets is calculated using the straight-line method to allocate their cost
to their residual values over their estimated useful lives as follows:

Freehold buildings - 10 to 50 years
Plant and machinery - 2 to 10 years
Fixtures and fittings - 2to 10 years

The assets’ residual values and useful lives are reviewed, and adjusted if appropriate, at the end of each reporting
period. An assets’ carrying value is written down immediately to its recoverable amount if the assets’ carrying amount

is greater than its estimated recoverable amount.
h) Financial instruments — initial recognition and subsequent measurement

A financial instrument is any contract that gives rise to a financial asset of one entity and a financial liability or equity
instrument of another entity.

i) Financial assets

Initial recognition and measurement

Financial assets are classified, at initial recognition, as financial assets at fair value through profit or loss or at

~ amortised cost, as appropriate. With the exception of trade recejvables that do not contain a significant financing
component or for which the Group has applied the practical expedient, all financial assets are recognised initially at fair

value plus, in the case of financial assets not recorded at fair value through profit or loss, transaction costs that are

attributable to the acquisition of the financial asset.

Purchases or sales of financial assets that require delivery of assets within a time frame established by regulation or
convention in the market place (regular way trades) are recognised on the trade date, i.e., the date that the Group
commits to purchase or sell the asset.

Subsequent measurement
For purposes of subsequent measurement financial assets of the Group are classified in two categories:

¢ Financial assets at fair value through profit or loss
e Financial assets at amortised cost (debt instruments)

Financial assets at fair value through profit or loss
Financial assets at fair value through profit or loss include financial assets held for trading and financial assets

designated upon initial recognition at fair value through profit or loss.

Financial assets are classified as held for trading if they are acquired for the purpose of selling or repurchasing in the
near term. Derivatives are also classified as held for trading unless they are designated as effective hedging
instruments. The Group has not designated any financial assets at fair value through profit or loss.

Financial assets at amortised cost (debt instruments)

This category is the most relevant to the Group. The Group measures financial assets at amortised cost if both of the

following conditions are met:

¢ The financial asset is held within a business model with the objective to hold financial assets in order to collect
contractual cash flows; and

e The contractual terms of the financial asset give rise on specified dates to cash flows that are solely payments of
principal and interest on the principal amount outstanding
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Financial assets at amortised cost are subsequently measured using the effective interest (EIR} method and are
subject to impairment. Gains and losses are recognised in profit or loss when the asset is derecognised, modified or
impaired.

The Group’s financial assets at amortised cost include trade receivables.

Derecognition
A financial asset is primarily derecognised (i.e. removed from the Group’s consolidated balance sheet) when the rights
to receive cash flows from the asset have expired, or the Group has transferred its rights to receive cash flows from

the asset.
ii) Impairment of financial assets

The Group recognises an allowance for expected credit losses ("ECLs”"} for all debt instruments not held at fair value
through profit or loss. ECLs are based on the difference between the contractual cash flows due in accordance with
the contract and all the cash flows that the Group expects to receive, discounted at an approximation of the original
effective interest rate. The expected cash flows will include cash flows from the sale of collateral held or other credit
enhancements that are integral to the contractual terms.

Trade receivables are the Group’s only financial asset for which ECLs need to be calculated, for these the Group
applies the simplified approach permitted under IFRS 9 for calculating ECLs. Therefore, the Group does not track
changes in credit risk, but instead recognises a loss allowance based on lifetime ECLs at each reporting date. The
Group has established a provision matrix that is based on its historical credit loss experience, adjusted for forward-
looking factors specific to the debtors and the economic environment.

iii) Financial liabilities

Initial recognition and measurement
Financial liabilities are classified, at initial recognition, as financial liabilities at fair value through profit or loss, loans

and borrowings or payables, as appropriate.

All financial liabilities are recognised initially at fair value and, in the case of loans and borrowings and payables, net of
directly attributable transaction costs.

The Group’s financial liabilities include trade and other payables, loans and borrowings including bank overdrafts,
financial guarantee contracts and derivative financial instruments.

Subsequent measurement
The measurement of financial liabilities depends on their classification, as described below:

Financial liabilities at fair value through profit or loss
Financial liabilities at fair value through profit or loss include financial liabilities held for trading and financial liabilities
designated upon initial recognition as at fair value through profit or loss.

Financial liabilities are classified as held for trading if they are incurred for the purpose of repurchasing in the near
term. This category also includes derivative financial instruments entered into by the Group that are not designated as
hedging instruments in hedge relationships as defined by IFRS 9.

Gains or losses on liabilities held for trading are recognised in the income statement.

Financial liabilities designated upon initial recognition at fair value through profit or loss are designated at the initial
date of recognition, and only if the criteria in IFRS 9 are satisfied. The Group has not designated any financial liability
as at fair value through profit or loss.

Loans and borrowings

This is the category most relevant to the Group. After initial recognition, interest-bearing loans and borrowings are
subsequently measured at amortised cost using the EIR method. Gains and losses are recognised in profit or loss
when the liabilities are derecognised as well as through the EIR amortisation process.
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Amortised cost is calculated by taking into account any discount or premium on acquisition and fees or costs that are
an integral part of the EIR. The EIR amortisation is included as finance costs in the income statement.

This category generally applies to interest-bearing loans and borrowings.

Derecognition

A financial liability is derecognised when the obligation under the liability is discharged or cancelled, or expires. When
an existing financial liability is replaced by another from the same lender on substantially different terms, or the terms
of an existing liability are substantially modified, such an exchange or madification is treated as the derecognition of
the original liability and the recognition of a new liability. The difference in the respective carrying amounts is
recognised in the income statement.

i) Derivative financial instruments

Initial recognition and subsequent measurement

The Group uses derivative financial instruments, such as forward currency contracts and interest rate swaps, to hedge
its foreign currency risks and interest rate risks respectively. Such derivative financial instruments are initially
recognised at fair value on the date on which a derivative contract is entered into and are subsequently re-measured
at fair value. Derivatives are carried as financial assets when the fair value is positive and as financial liabilities when
the fair value is negative.

Any gains or losses arising from changes in the fair value of derivatives are taken directly to profit or loss.
For the purpose of hedge accounting, hedges are classified as:
e Hedges of a net investment in a foreign operation

At the inception of a hedge relationship, the Group formally designates and documents the hedge relationship to which
the Group wishes to apply hedge accounting and the risk management objective and strategy for undertaking the
hedge.

Before 1 January 2018, the documentation includes identification of the hedging instrument, the hedged item or
transaction, the nature of the risk being hedged and how the Group will assess the effectiveness of changes in the
hedging instrument’s fair value in offsetting the exposure to changes in the hedged item’s fair value or cash flows
attributable to the hedged risk. Such hedges are expected to be highly effective in achieving offsetting changes in fair
value or cash flows and are assessed on an ongoing basis to determine that they actually have been highly effective
throughout the financial reporting periods for which they were designated.

Beginning 1 January 2018, the documentation includes identification of the hedging instrument, the hedged item, the

nature of the risk being hedged and how the Group will assess whether the hedging relationship meets the hedge

effectiveness requirements (including the analysis of sources of hedge ineffectiveness and how the hedge ratio is

determined). A hedging relationship qualifies for hedge accounting if it meets all of the following effectiveness

requirements:

e There is ‘an economic relationship’ between the hedged item and the hedging instrument

o The effect of credit risk does not ‘dominate the value changes’ that result from that economic relationship

e The hedge ratio of the hedging relationship is the same as that resulting from the quantity of the hedged item that
the Group actually hedges and the quantity of the hedging instrument that the Group actually uses to hedge that
quantity of hedged item.

Hedges that meet all the qualifying criteria for hedge accounting are accounted for, as described below:

Hedges of a net investment

Hedges of a net investment in a foreign operation, including a hedge of a monetary item that is accounted for as part
of the net investment, are accounted for in a way similar to cash flow hedges. Gains or losses on the hedging
instrument relating to the effective portion of the hedge are recognised as Other Comprehensive Income while any
gains or losses relating to the ineffective portion are recognised in the income statement. On disposal of the foreign
operation, the cumulative value of any such gains or losses recorded in equity is transferred to the income statement.

The Group uses a loan as a hedge of its exposure to foreign currency risk.
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i) Inventories
Inventories are valued at the lower of cost and net realisable value.

Costs incurred in bringing each product to its present location and condition are accounted for as follows:

e Raw materials: purchase cost on a first in, first out basis
» Finished goods and work in progress: cost of direct materials and labour and a proportion of manufacturing
overheads based on the normal operating capacity, but excluding borrowing costs

Net realisable value is the estimated selling price in the ordinary course of business, less estimated costs of
completion and the estimated costs necessary to make the sale.

k) Impairment of non-financial assets

The Group assesses, at each reporting date, whether there is an indication that an asset may be impaired. If any
indication exists, or when annual impairment testing for an asset is required, the Group estimates the asset’s
recoverable amount. An asset’s recoverable amount is the higher of an asset’s or cash-generating unit's (CGU) fair
value less costs of disposal and its value in use. Recoverable amount is determined for an individual asset, unless the
asset does not generate cash inflows that are largely independent of those from other assets or groups of assets.
When the carrying amount of an asset or CGU exceeds its recoverable amount, the asset is considered impaired and
is written down to its recoverable amount. .

In assessing value in use, the estimated future cash flows are discounted to their present value using a pre-tax
discount rate that reflects current market assessments of the time value of money and the risks specific to the asset. In
determining fair value less costs of disposal, recent market transactions are taken into account. If no such transactions
can be identified, an appropriate valuation model is used. These calculations are corroborated by valuation multiples,
quoted share prices for publicly traded companies or other available fair value indicators.

The Group bases its impairment calculation on detailed budgets and forecast calculations, which are prepared
separately for each of the Group’s CGUs to which the individual assets are allocated. These budgets and forecast
calculations generally cover a period of five years. For longer periods, a long-term growth rate is calculated and
applied to project future cash flows after the fifth year.

Impairment losses of continuing operations, including impairment on inventories, are recognised in the income
statement in expense categories consistent with the function of the impaired asset.

For assets excluding goodwill, an assessment is made at each reporting date to determine whether there is an
indication that previously recognised impairment losses no longer exist or have decreased. If such indication exists,
the Group estimates the asset's or CGU’s recoverable amount. A previously recognised impairment loss is reversed
only if there has been a change in the assumptions used to determine the asset’s recoverable amount since the last
impairment loss was recognised. The reversal is limited so that the carrying amount of the asset does not exceed its
recoverable amount, nor exceed the carrying amount that would have been determined, net of depreciation, had no
impairment loss been recognised for the asset in prior years. Such reversal is recognised in the income statement.
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1) Cash and cash equivalents

Cash and cash equivalents in the balance sheet comprise cash at banks and on hand and short-term deposits with an
original maturity of three months or less.

For the purpose of the consolidated statement of cash flows, cash and cash equivalents consist of cash and short-
term deposits, as defined above, net of outstanding bank overdrafts.

m) Operating leases
Rentals payable under operating leases are charged on a straight line basis over the lease term.
n) Provisions

General

Provisions are recognised when the Group has a present obligation (legal or constructive) as a result of a past event, it
is probable that an outflow of resources embodying economic benefits will be required to settle the obligation and a
reliable estimate can be made of the amount of the obligation. When the Group expects some or all of a provision to
be reimbursed, for example, under an insurance contract, the reimbursement is recognised as a separate asset, but
only when the reimbursement is virtually certain. The expense relating to a provision is presented in the income
statement net of any reimbursement.

The effect of the time value of money is not material and therefore the provisions are not discounted.

o) Pensions and other post-employment benefits

The Group has an obligation to provide lump sum termination payments to certain employees in Turkey, the scheme is
accounted for under IAS 19.

The cost of providing benefits under the scheme is determined using the projected unit credit method.

Re-measurements, comprising of actuarial gains and losses, are recognised immediately in the balance sheet with a
corresponding debit or credit to retained earnings through Other Comprehensive Income in the period in which they
occur. Re-measurements are not reclassified to profit or loss in subsequent periods.

Past service costs are recognised in profit or loss on the earlier of:

e The date of the plan amendment or curtailment, and
¢ The date that the Group recognises restructuring-related costs

Net interest is calculated by applying the discount rate to the defined benefit liability. The Group recognises the

following changes in the defined benefit obligation under ‘cost of sales’, ‘administration expenses and ‘selling and

distribution expenses’ in consolidated income statement (by function):

e Service costs comprising current service costs, past-service costs, gains and losses on curtailments and non-
routine settlements;

For the defined contribution schemes operated by the Group the amount charged to the income statement in respect
of pension costs and other post-retirement benefits is the contributions payable in exchange for services rendered in
the period. Differences between contributions payable in the period and contributions actually paid are shown as
either accruals or prepayments in the balance sheet.
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p) New standards applied in the year

The Group applied IFRS 15 and IFRS 9 for the first time. The nature and effect of the changes as a result of adoption
of these new accounting standards are described below.

Several other amendments and interpretations apply for the first time in 2018, but do not have an impact on the
consolidated financial statements of the Group. The Group has not early adopted any standards, interpretations or
amendments that have been issued but are not yet effective.

IFRS 15 Revenue from Contracts with Customers _

IFRS 15 supersedes IAS 18 Revenue and related Interpretations and it applies, with limited exceptions, to all revenue
arising from contracts with its customers. IFRS 15 establishes a five-step model to account for revenue arising from
contracts with customers and requires that revenue be recognised at an amount that reflects the consideration to
which an entity expects to be entitled in exchange for transferring goods or services to a customer.

IFRS 15 requires entities to exercise judgement, taking into consideration all of the relevant facts and circumstances
when applying each step of the model to contracts with their customers. The standard also specifies the accounting for
the incremental costs of obtaining a contract and the costs directly related to fulfilling a contract. In addition, the
standard requires extensive disclosures.

¢

The Group has a single revenue stream which is the sale of radiators, which represents our only contractual
obligations to our customers. This revenue stream carries a single performance obligation, being the transfer of
radiators to our customers to which the whole of the contracted transaction price is allocated. Due to the
straightforward nature of the Group’s revenue streams and performance obligations all of the revenue attributed to a
contract is recognised at the point goods are transferred to our customers, which is entirely consistent with how
revenue was accounted for under IAS 18 and therefore the Group presents no differences upon transition.

IFRS 9 Financial Instruments

IFRS 9 Financial Instruments replaces IAS 39 Financial Instruments: Recognition and Measurement for annual
periods beginning on or after 1 January 2018, bringing together all three aspects of the accounting for financial
instruments: classification and measurement; impairment; and hedge accounting.

The Group has applied IFRS 9 retrospectively, with the initial application date of 1 January 2018. The comparative
information for the period beginning 1 January 2017 has not been adjusted.

There has been no effect on the financial statements following the adoption of IFRS 9 with the estimated provision
under the ECLs approach the equivalent to historical provisions made by the Group.

There have been a few presentational changes required by the new standard, these are outlined below:
i) Classification and measurement

Under IFRS 9, debt instruments are subsequently measured at fair value through profit or loss, amortised cost, or fair
value through Other Comprehensive Income. The classification is based on two criteria: the Group’s business model

for managing the assets; and whether the instruments’ contractual cash flows represent ‘solely payments of principal

and interest’ on the principal amount outstanding.

The assessment of the Group’s business model was made as of the date of initial application, 1 January 2018, and
then applied retrospectively to those financial assets that were not derecognised before 1 January 2018. The
assessment of whether contractual cash flows on debt instruments are solely comprised of principal and interest was
“made based on the facts and circumstances as at the initial recognition of the assets.
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The classification and measurement requirements of IFRS 9 did not have a significant impact on the Group. The
Group continued measuring at fair value all financial assets previously held at fair value under IAS 39. The following
are the changes in the classification of the Group’s financial assets:

e Trade receivables previously classified as Loans and receivables are held to collect contractual cash flows and
give rise to cash flows representing solely payments of principal and interest. These are now classified and
measured as Debt instruments at amortised cost. The value of trade receivables reclassified to Debt instruments
at amortised cost as at 31 December 2017 is £37,855,000, the value is unchanged due to there being no impact
following the application of the ECLs model.

The Group has not designated any financial liabilities as at fair value through profit or loss. There are no changes in
classification and measurement for the Group’s financial liabilities.

q) New standards and interpretations not applied

The International Accounting Standards Board (“IASB”) and the International Financial Reporting Interpretations
Committee (“IFRIC”) have issued the following standards, interpretations and amendments with an effective date after
these financial statements:

Effective date

IFRS 16 Leases 1 January 2019

IFRS 16 was issued in January 2016 and it replaces IAS 17 Leases. IFRS 16 sets out the principles for the
recognition, measurement, presentation and disclosure of leases and requires lessees to account for all leases under
a single on-balance sheet model similar to the accounting for finance leases under IAS 17. The standard includes two
recognition exemptions for lessees — leases of 'low-value’ assets (e.g., personal computers) and short-term leases
(i.e. leases with a lease term of 12 months or less). At the commencement date of a lease, a lessee will recognise a
liability to make lease payments (i.e., the lease liability) and an asset representing the right to use the underlying asset
during the lease term (i.e., the right-of-use asset). Lessees will be required to separately recognise the interest
expense on the lease liability and the depreciation expense on the right-of-use asset.

Lessees will also be required to remeasure the lease liability upon the occurrence of certain events (e.g., a change in
the lease term, a change in future lease payments resulting from a change in an index or rate used to determine those
payments). The lessee will generaily recognise the amount of the remeasurement of the lease liability as an
adjustment to the right-of-use asset.

IFRS 16, which is effective for annual periods beginning on or after 1 January 2019, requires lessees and lessors to
make more extensive disclosures than under |IAS 17.

Transition to IFRS 16
The Group plans to adopt IFRS 16 using the modified retrospective approach with the cumulative effect at the initial

application as an adjustment to the opening balance of equity as of 1 January 2019.

The Group will elect to use the exemptions proposed by the standard on lease contracts for which the lease terms
ends within 12 months as of the date of initial application, and lease contracts for which the underlying asset is of low
value. The Group has leases of certain office equipment (i.e., printing and photocopying machines) that are
considered of low value.

During 2018, the Group has performed a detailed impact assessment of IFRS 16. In summary the impact of IFRS 16
adoption is expected to be, as follows:
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Impact on the balance sheet as at 31 December 2018:

£000
Assets
Property, plant and equipment 2,362
Liabilities
Lease liabilities (2,362)

Net impact on equity _

Whilst the 2018 income statement will not be restated from the impact of IFRS 16, we anticipate that the majority of
the operating lease charges disclosed in note 9, would no longer be disclosed as operating costs but instead would be
disclosed as depreciation, though the areas of the income statement that they are disclosed in would be consistent.
The Group’s operating profit will improve, while its interest expense will increase. This is due to the change in the
accounting for expenses of leases that were classified as operating leases under I1AS 17.

5 Significant accounting judgements, estimates and assumptions

The preparation of the Group's consolidated financial statements requires management to make judgements,
estimates and assumptions that affect the reported amounts of revenues, expenses, assets and liabilities, and the
accompanying disclosures, and the disclosure of contingent liabilities. Uncertainty about these assumptions and
estimates could result in outcomes that require a material adjustment to the carrying amount of assets or liabilities
affected in future periods.

Judgements
In the process of applying the Group’s accounting policies, management has made the following judgements, which
have the most significant effect on the amounts recognised in the consolidated financial statements:

Deferred consideration

The agreement for the sale of the Herentals production facility signed in 2016 includes an additional contingent
consideration of €1.0m that has been paid into a 3™ party Escrow account. Under the terms of the sale agreement the
amount will only be paid to the Group if the overall cost of remediating contaminated land falls below levels stipulated
in the contract. The environmental assessment will not be concluded until 2026 and consequentially management
cannot judge with certainty what amount, if any, of the contingent consideration will flow to the Group. On the basis,
that it is less than virtually certain that any proceeds will be recovered, no asset has been recognised in respect of the
Escrow account balance.

Estimates and assumptions

The key assumptions concerning the future and other key sources of estimation uncertainty at the reporting date, that
have a significant risk of causing a material adjustment to the carrying amounts of assets and liabitities within the next
financial year, are described below. The Group based its assumptions and estimates on parameters available when
the consolidated financial statements were prepared. Existing circumstances and assumptions about future
developments, however, may change due to market changes or circumstances arising beyond the control of the
Group. Such changes are reflected in the assumptions when they occur.

Rebates

A proportion of rebates are paid to the end consumers of goods sold. Uncertainties exist over provisions made as until
claims are made by end consumers the Group cannot be certain which consumers have purchased which products.
Due to this uncertainty it is therefore judgemental what contractual rates, if any, will apply to goods sold.

Significant management judgement is required in order to assess the provision required at the balance sheet date.

Management are able to utilise market information and historical/current data and trends in order to make an
appropriate provision.
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Taxes
Uncertainties exist with respect to the interpretation of complex tax regulations, changes in tax laws, and the amount

and timing of future taxable income. The Group establishes provisions, based on reasonable estimates, for possible
consequences of audits by the tax authorities of the respective countries in which it operates. The amount of such
provisions is based on various factors, such as experience of previous tax audits and differing interpretations of tax
regulations by the taxable entity and the responsible tax authority.

Such differences in interpretation may arise for a wide variety of issues depending on the conditions prevailing in the
respective domicile of the Group companies.

Deferred tax assets are recognised for unused tax losses to the extent that it is probable that taxable profit will be
available against which the losses can be utilised. Some management judgement is required to determine the amount
of deferred tax assets that can be recognised, based upon the likely timing and the level of future taxable profits
together with future tax planning strategies.

The Group has unrecognised tax losses carried forward of £26,371,000 (2017: £25,406,000) of tax losses carried
forward. These losses relate to subsidiaries that have a history of losses, do not expire and may not be used to offset
taxable income elsewhere in the Group. The subsidiaries neither have any taxable temporary difference nor any tax
planning opportunities available that could partly support the recognition of these losses as deferred tax assets. On
this basis, the Group has determined that it cannot recognise deferred tax assets on the tax losses carried forward. If
the Group was able to recognise all unrecognised deferred tax assets, profit and equity would have increased by
£4,483,000 (2017: £4,319,000). Further details on taxes are disclosed in note 14.
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6 Segment information

For management purposes the company only has a single reportable segment which is the manufacture and distribution
of radiators. Three operating segments have been aggregated in determining the single reportable segment.
Aggregation into one reportable segment has occurred based on the similarity of products, long term performance
margins, production processes, customers and methods of distribution in each operating segment.

Geographic information 2018 2017
£000 £000

Revenue from external customers

United Kingdom 87,046 84,759

Europe 82,529 79,061
Turkey 27,622 34,564
Other 8,010 6,824
Total revenue 205,207 205,208
Non-current operating assets 2018 2017
£000 £000
United Kingdom 18,362 15,875
The Netherlands 17,509 16,636
Turkey 12,447 13,621
Other 3,325 2,194
Total 51,643 48,326

The revenue information above is based on the locations of the customers. All revenue arises from the sale of goods.

Two customers have revenues in excess of 10% of revenue (2017: two).

7 Other operating income

2018 2017
£000 £'000
Net gain on disposal of property, plant and equipment 127 167
Foreign currency gains - 1,731
Sundry other income 168 60
Negative goodwill amortisation (note 29) 89 -
Net gains on forward derivative contracts 956 -
1,340 1,958
8 Other operating expenses
2018 2017
£000 £000
Net losses on forward derivative contracts - 628
Foreign currency losses 3,133 -
3,133 628
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9 Operating profit

2018 2017
£000 £000
Auditors’ remuneration
- audit of the financial statements () 26 25
- audit of subsidiaries 125 125
151 150
- non-audit services - UK - tax compliance 18 -
- non-audit services - UK - tax advisory 4 -
22 -
Depreciation of owned assets 5,076 4,947
Depreciation of assets held under finance leases and hire purchase 30 66
contracts
Rentals (including operating leases)
- plant and machinery 391 368
- land and buildings 1,007 913
- other 404 410
Profit on sale of property, plant & equipment (127) (167)
Other exchange losses/(gains) 2,177 (1,106)
Research and development costs 957 947
(1) Includes £2,000 (2017: £2,000) relating to the entity.
10 Employee benefits expense
Group 2018 2017
£000 £000
Wages and salaries 31,798 32,392
Social security costs 4,388 4,598
Pension costs 2,618 2,012
38,804 39,002
The average monthly number of employees during the year 2018 2017
was made up as follows:
Number Number
Direct 676 742
Indirect 345 370
Sales, Service and Administration 21 200
1,232 1,312

The company does not have any employees and therefore does not have any employee benefit expenses.
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11 Directors’ remuneration

2018 2017

£000 £000
Aggregate remuneration 1,047 1,491
The amounts in respect of the highest paid director are as 2018 2017
follows:

£'000 £000
Aggregate remuneration 589 859

12 Finance income

2018 2017

£000 - £000
Interest on cash deposits 76 103

13 Finance costs

2018 2017

£000 £000
Interest on bank loans ' 527 450
Interest on ultimate shareholder loans 5,807 5,012
Interest on immediate parent company loans 1,069 922
Amortisation of loan issue costs 174 174
Interest expense on defined benefit liabilities 211 262
Finance charges payable under finance leases and hire 2 4
purchase contracts
Other finance charges , 279 251

8,069 7,075
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14 Income tax expense

The major components of income tax expense are as follows:

2018 2017
£'000 £000
Consolidated income statement
Current income tax:
Current income tax charge 798 2,485
Adjustments in respect of current income tax charge of (347) 35
previous year
Deferred tax:
Relating to origination and reversal of temporary differences (235) (433)
Relating to change in tax rates 219 36
Income tax expense reported in the income statement 435 2,123
Consolidated statement of Other Comprehensive Income
Tax related to items recognised in Other Comprehensive
Income during the year:
Deferred tax actuarial loss (77) (35)
Current tax on monetary items forming part of net investment 29 (57)
and on hedges of net investment
Income tax credited to Other Comprehensive Income (48) (92)

Reconciliation of tax expense and the accounting profit at the tax rate in the United Kingdom of 19% (2017:

19.25%):
2018 2017
£000 £000
Profit before tax from continuing operations 244 867
At United Kingdom statutory income tax rate of 19% (2017: 46 167
19.25%):
Adjustments in respect of current income tax charge of (347) 35
previous year
Non-deductible expenses 1,233 1,494
Differences arising due to tax losses (288) 311
Other timing differences 108 -
Benefit of overseas investment incentives (631) -
Effects of changes in overseas tax rates 263 -
Effects of different overseas tax rates 51 116
At effective tax rate reported in the income statement 435 2,123
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Deferred tax

Deferred tax relates to the following:

Consolidated balance sheet Consolidated income
statement
2018 2017 2018 2017
£000 £000 £000 £000
Capital allowances (90) 606 (784) (54)
Pension 490 500 43 72
Derivative forward contracts - - - 65
Fixed asset fair value adjustments (758) (887) 134 77
Losses available for offsetting against 2,246 1,493 730 235
future income
Other temporary differences 1,244 1,560 (107) 2
Deferred tax credit 16 397
Net deferred tax assets 3,132 3,272
Reflected in the balance sheet as:
Deferred tax assets
Continuing operations 3,421 3,557
Deferred tax liabilities
Continuing operations (289) (285)
Deferred tax assets, net 3,132 3,272
Reconciliation of deferred tax assets, net
2018 2017
£'000 £000
Opening balance as at 1 January 3,272 2,907
Tax income recognised in Income Statement 16 397
Tax income recognised in Other Comprehensive Income 77 35
Exchange adjustment (233) (67)
Closing balance as at 31 December 3,132 3,272

The Group offsets tax assets and liabilities if it has a legally enforceable right to set them off and they are levied by the
same tax authority. Deferred tax assets in respect of losses of £588,000 (2017: £1,324,000) have been recognised in
respect of two (2017: two) loss making subsidiary companies, these are recognised on the grounds of future projected
performance.

Unrecognised deferred tax balances -
2018 2017

£000 £'000
Capital allowances 28 35
Losses available for offsetting against future income 4,483 4,319

4,511 4,354

The Group has tax losses which arose in the United Kingdom of £26,371,000 (2