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ELG Haniel Metals Ltd
Strategic Report

for the year ended 31 December 2018

The directors present their strategic report on the company for the year ended 31 December 2018.
Review of the Business |

The principal activity of the company continued to be that of metal trading..

The results for the S/ear are detailed in the financial statements.

Business Environment

With the significant improvement in 2017 noted, H1/2018 continued this trend with good performance in terms of
tonnage and turnover. Tonnage handled M7YTD was slightly below that of 2017, but above budget. Sales were
showing an increase of 6% on 2017. Margins were performing below budget but, notably, the forecast into Q4 was
very positive. However, the year proved a story of two halves with a significant decrease in prices and volumes in
H2-driven- especualIy—by—weak—demand—towards—the—year—end—Thls-resuIted in-a-turnover-of-£168;312;165;-down
6.9% on 2017

Nickel, the primary element in pricing stainless steel recyclables, opened at $12,690 LME Cash Closmg the year
at $10,595, this reduced by 16.5%. Geographlcally, there was a notable spread |n pnce terms at sta|n|ess mills,
widening further towards the year end. , . :

Mills were |n|t|ally forecastlng strong demand for Q4. This was more apparent W|th our primary customers, who
requested extremely optimistic positioning of material only to reduce to minimal contract tonnages after numerous
downward forecasts This lmpacted profit sngmflcantly, as a lengthening position was timed with lncreased discount
pricing. ,

The company continues the journey strengthening Quality, Health & Safety and Environmental Systems and the
development of personnel. In M7, our digital operations app, known as MyELG-dOps, went live throughout the UK
yards. This has brought a paperless workflow, resulting in significant improvement in lead-times and staff
efficiencies. Other digitalisation initiatives contmue A number of environmentally-beneficial asset acquirements
are under way. :

Future Outlook

The company has established relationships with stainless steel mills throughout the world. As stainless steel
continues to be a growth material, the demand of mills for quality raw materials-is expected to continue, although
Q1 will be challenging.

The company has carried out a BREXIT impact study. BREXIT continues to present a great deal of uncertainty to
the business, even at this late stage. We have therefore taken adequate measures to reduce the potential risks for
the business that might stem from short term market disruptions. ’

Global geopolitical issues continue to present some business volatility, specifically commodlty pricing, currency
and tariffs.

fhe cost of compliance through industry-specific legislation and policy continue to burden our industry. We

continue to work closely with the British Metals Recycling Association and EuRIC in Brussels, engaging with
governments. :
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ELG Haniel Metals Ltd
Strategic Report (continued).

for the year ended 31 December 2018

)
-Principal risks and uncertainties

The management of the business and the execution of the company'’s strategy are subject to a number of risks.
The key business risks aftecting the company are considered to be:

* Market volatility — the company’s hedgrng strategy protects its performance as far as possible from the
volatility of the nickel price;

e Environmental issues, especially radiation risks; ‘

o Health and safety issues.

As part of its management control, the Board formally reviews business risks. Furthermore, an external BS! audit
of management systems is performed each year as part of the company’s ISO 9001 accreditation, as well as
internal audits at regular intervals by the parent company. ,

Key gerformance mdrcators (“KPls )

The Board monitors progress on the companys strategy by reference to three KPlIs. Performance during the year,
together with hlstorlcal trend data, is as follows:

- 2018 2017 2016‘

o % % %
Growth/(decline) in turnover — all operations | o (7.) 26 (5)
Growth/(decline) in sales volumes (tonnage) - (15) ' 2 6
Gross profit margin — all operations 4.1 7.0 6.1

Signed for and on behalf of the Board by:

M Vaughan
Director

\-)\0‘*(‘ 2019

Page 2



- ELG Haniel Metals Ltd
Directors’ Report

for the year ended 31 December 2018

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

Directors

The directors of the company, who served during the year, were as follows:
D Drafz |

M Vaughan

J Greenwood

J Bower

S Landwehrmann (appointed 3 July 2018)

K Mueller (appointed 3 July 2018)

Dividends -

No dividends have beén paid or declared in the year.

Statement of disclosure of information to auditors

The directors of the compa'r‘\y who held office at the date of approval of this Annual Report, as set out above, each
confirm that:

- so far as they are aware, there is no relevant audit information (information needed by the compahy's auditors in.
connection with preparing their report) of which the company's auditors are unaware, and

- they have taken all the steps that they ought to have taken as directors in order to make themselves aware of any
relevant audit information and to establish that the company's auditors are aware of that information.

Auditors

The Auditors, Hawsons Chartered Accountants, are deemed to be reappointed under section 487(2) of the
Companies Act 2006.

By Order of the Board:

J Greenwood
Director and Company Secretary

\"“‘A{\A 2019
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ELG Haniel Metals Ltd

Statement of Directors’ Responsibilities

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

Company law requires the directors to prepare financial statements for each financial year. Under that law the
directors have elected to prepare the financial statements in accordance with International Financial Reporting
Standards (IFRSs) as adopted by the European Union. Under company law the directors must not approve the
financial statements unless they are satisfied that they give a true and fair view of the state of affairs of the
company and of the profit or loss of the company for that period. In preparing these financial statements, the
- directors are required to:

select suitable accounting policies and then apply them consistently;
make judgements and accounting estimates that are reasonable and prudent;
state whether applicable IFRSs as adopted by the European Union have been followed, subject to any
material departures disclosed and explained in the financial statements;
e prepare the financial statements on the going concern basis unless it is inappropriate to presume that the

company willcontinue In"business.

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

The directors are responsible for the maintenance and integrity of the corporate and financial information included
on the company's website. Legislation in the United Kingdom governing the preparation and dissemination of
financial statements may differ from legislation in other jurisdictions.
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Independent Auditors’ Report to the Members

of ELG Haniel Metals Ltd

Opinion on financial statements

We have audited the financial statements of ELG Haniel Metals Ltd (the ‘company’) for the year ended 31
December 2018, which comprise the Income Statement, the Statement of Comprehensive Income, the Balance
Sheet, the Statement of Changes in Equity, the Statement of Cash Flows and the notes to the financial statements,
including a summary of significant accounting policies. The financial reporting framework that has been applied in
their preparation is applicable law and International Financial Reporting Standards (IFRSs) as adopted by the
European Union. :

In our opinion, the financial statements:

) give a true and fair view of the state of the company's affairs as at 31 December 2018 and of its loss for the
year then ended;

. have been properly prepared in accordance with IFRSs as adopted by the European Union; and

° have-been-prepared-in-accordance witii the requirements of the Companies Act 2006.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (ISAs (UK)) and applicable
law. Our responsibilities under those standards are further described in the Auditor's responsibilities for the audit of
the financial statements section of our report. We are independent of the company in accordance with the ethical
requirements that are relevant to our audit of the financial statements in the UK, including the FRC’s Ethical
Standard, and we have fulfilled our other ethical responsibilities in accordance with these requirements. We believe
that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

Conclusions relating to going concern
We have nothing to report in respect of the following matters in relation to which the ISAs (UK) require us to report
to you where:

. 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 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.

Other information

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

In connection with our audit of the financial statements, our responsibility is to read the other information and, in
doing so, consider whether the other information is materially inconsistent with the financial statements or our
knowledge obtained in the audit or otherwise appears to be materially misstated. If we identify such material
inconsistencies or apparent material misstatements, we are required to determine whether there is a material
misstatement in the financial statements or a material misstatement of the other information. If, based on the work
we have performed, we conclude that there is a material mlsstatement of this other information, we are required to
report that fact.

We have nothing to report in this regard.
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Independent Auditors' Report to the Members

of ELG Haniel Metals Ltd (continued)

Opinion on other matter prescribed by the Companies Act 2006
In our opinion, based on the work undertaken in the course of the audit:

. the information given in the Strategic Report and the Directors’ Report for the financial year for which the
financial statements are prepared is consistent with the financial statements; and

o the Strategic Report and the 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 our 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 the Directors’ Report.

We have_no,th_ing_to_l:e,p‘o_r.t-i.n_r.espect-of.the-following_matters-in-relation-to-whieh-the-Gompanies—Act—ZOOS-requires
us to report to you if, in our opinion:

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

. the financial statements are not in agreement with the accounting records and returns; or
. certain disclosures of directors’ remuneration specified by law are not made; or
. we have not received all the information and explanations we require for our audit.

Responsibilities of directors

As explained more fully in the Statement of Directors’ Responsibilities set out on page 4, the directors are
responsible for the preparation of the financial statements and for being satisfied that they give a true and fair view,
and for such internal control as the directors determine is necessary to enable the preparation of financial
statements that are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, the directors are responsible for assessing the company's ability to continue
as a going concern, disclosing, as applicable, matters related to going concern and using the going concern basis
of accounting 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 obtain reasonable assurance about whether the financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our opinion.
Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordance
with ISAs (UK) will always detect a material misstatement when it exists. Misstatements can arise from fraud or
error and are considered material if, individually or in the aggregate, they could reasonably be expected to
influence the economic decisions of users taken on the basis of these financial statements.

As part of an audit in accordance with ISAs (UK), we exercise professional judgment and maintain professional
scepticism throughout the audit. We also:

¢ ldentify and assess the risks of material misstatement of the financial statements, whether due to fraud or error,
design and perform audit procedures responsive to those risks, and obtain audit evidence that is sufficient and
appropriate to provide a basis for our opinion. The risk of not detecting a material misstatement resulting from
fraud is higher than for one resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control.

o Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
company's internal control.

» Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and
related disclosures made by the directors.
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Independent Auditors’ Report to the Members

of ELG Haniel Metals Ltd (continued)

¢ Conclude on the appropriateness of the directors' use of the going concern basis of accounting and, based on
the audit evidence obtained, whether a material uncertainty exists related to events or conditions that may cast
significant doubt on the company's ability to continue as a going concern. If we conclude that a material
uncertainty exists, we are required to draw attention in our auditor’'s report to the related disclosures in the
financial statements or, if such disclosures are inadequate, to modify our opinion. Our conclusions are based
on the audit evidence obtained up to the date of our auditor’s report. However, future events or conditions may
cause the company to cease to continue as a going concern.

o Evaluate the overall presentation, structure and content of the financial statements, including the disclosures,
and whether the financial statements represent the underlying transactions and events in a manner that
achieves fair presentation.

We communicate with those charged with governance regarding, among other matters, the planned scope and
timing of the audit and significant audit findings, including any significant deficiencies in internal control that we
identify during our audit.

Use of our report

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

..........................

nd on behalf of Hawsons Chartered Accountants, Pegasus House

Statutory Auditor : 463a Glossop Road
' Sheffield

S$10 2QD

Page 7



ELG Haniel Metals Ltd

Inéome Statement

for the year ended 31 December 2018

Revenue

Cost of sales

Gross profit

Administrative expenses

Other operating income

Opérating profit

Finance income

Finance costs

(Loss)/ profit before income tax

Income tax

(Loss)/ profit for the year

Attributable to:

Equity holders of the parent company

All amounts relate to continuing operations.

Note 2018 2017
£ £

2 168,312,165 180,865,170

(161,349,213)  (168,286,388)

6,962,952 12,578,782

(5,.960,504) (6,445,218)

836,857 -

T T T 839,305 6,133,564
6 - 186,880

7 (2,260,260) (1,289,215)

(420,955) 5,031,229

8 45,280 (983,184)

3 (375,675) 4,048,045

4,048,045

(375,675)

The notes on pages 13 to 33 form part of these financial statements
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ELG Haniel Metals Ltd
Statement of Comprehensive Income

. for the year ended 31 December 2018

Note 2018 2017
£ £

(Loss)/ profit for the year (375,675) 4,048,045
Other comprehensive income:
Items that will not be reclassified to profit or loss
Remeasurement of post-employment benefit obligations (1,448,280) 543,510
Other comprehensive income for the year, net of tax ) 8 (1,448,280) 543,510
Total comprehensive income for the year (1,823,955) 4,591,555
Attributable to:
Equity holders of the parent company : (1,823,955) 4,591,555

Items in the statement above are disclosed net of tax. The income tax relating to each component of other
comprehensive income is disclosed in note 8.

The notes on pages 13 to 33 form part of these financial statements
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ELG Haniel Metals Ltd

Company number: 1517971

Balance Sheet

as at 31 Decerﬁber 2018

Non-current assets
Intangible assets

Property, plant and equipment
Investments

Deferred income tax asset
Retirement benefit asset

Current-assets
Inventories
Trade and other receivables
Derivative financial instruments
Cash and cash equivalents
Assets classified as held for sale

Total assets

Equity
Share capital
Retained earnings

Total equity

- Current liabilities
Trade and other payables
Bank overdraft
Derivative financial instruments

Total liabilities

Total equity and liabilities

Note 2018 2017
£ £.

9 11,794,394 11,788,092
10 7,102,750 8,490,071
12 2 2
18 545,000 160,000
23 2,015,000 2,149,000
21,457,146 22,587,165

13 28,699,216 28,907,501
14 18,892,915 31,178,923
25 1,027,176 106,605
15 132,974 3,651
11 1,642,228 -
50,394,509 60,196,680
71,851,655 82,783,845

19 5,100,000 5,100,000
20 12,708,606 14,532,561
17,808,606 19,632,561

17 53,851,966 59,245,727
15 185,597 2,450,581
25 5,486 1,454,976
54,043,049 63,151,284
54,043,049 63,151,284
71,851,655 82,783,845

statements were approved and authorised for issue by the board of directors on n“ A{)M 2019 and

M Vaughan |
Director

The notes on pages 13 to 33 form part of these financial statements
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ELG Haniel Metals Ltd

Statement of Changes in Equity

as at 31 December 2018

Attributable to equity holders of the company

At 1 January 2017

Profit for the year

Other comprehensive income for the year
Total comprehensive income for the year
At 31 December 2017

(Loss) for the year
Other comprehensive income for the year

Total comprehensive income for the year

At 31 December 2018

Share Retained

Capital Earnings. Total

£ £ £
5,100,000 9,941,006 15,041,006
- 4,048,045 4,048,045

- 543,510 543,510

- 4,591,555 4,591,555
5,100,000 14,532,561 19,632,561
- (375,675) (375,675)

- (1,448,280) (1,448,280)

- (1,823,955) (1,823,955)
5,100,000 12,708,606 17,808,606

The notes on pages 13 to 33 form part of these financial statements
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ELG Haniel Metals Ltd

Statement of Cash Flows

for the year ended 31 December 2018

Net cash generated from/(used in) operating activities
" Cash flows from investing activities

Proceeds from sale of property, plant and equipment
Interest received

Purchases of property, plant and equipment

Net cash (used in) investing activities

Net increase/(decrease) in cash and cash equivalents

Cash and cash equivalents at 1 January 2018

Cash and cash equivalents at 31 December 2018

Note

21

15

15

2018

2017
£ £
3,531,269 (187,972)
4,500 13,413
- 186,880
(1,141,462) (389,677)
(1,136,962) (189,384)
2,394,307 (377,356)
(2,446,930) (2,069,574)
(52,623) (2,446,930)

The notes on pages 13 to 33 form part of these financial statements
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ELG Haniel Metals Ltd
Notes to the Financial Statements

for the year ended 31 December 2018

Significant Accounting Policies

Basis of Accounting

The financial statements have been prepared in accordance with International Financial Reporting Standards
as adopted by the European Union (IFRS), IFRIC interpretations and the Companies Act 2006 applicable to
companies reporting under IFRS.

The financial statements have been prepared on the historical cost basis, except for certain financial
instruments which are measured at fair value.

Consolidation

The_company—is—not-required—to—prepare—consolidated—financial-statements—because—all-the—subsidiary

undertakings of the company are immaterial and fall within the exclusion provided for in section 405(2) of the
Companies Act 2006. These financial statements therefore present information about the company as an
individual undertaking and not about its group.

Revenue Recognition

Revenue represents amounts receivable for goods supplied and services provided in the normal course of
business, excluding VAT and trade discounts.

Sales of goods are recognised when control of the goods has passed to the customer. In the case of UK

sales, this is when goods are delivered to the customer. In the case of overseas sales, this is when the
shipping documents are passed to the customer. .

Leasing

Leases are classified as finance leases whenever the terms of the lease transfer substantially all the risks
and rewards of ownership to the lessee. All other leases are classified as operating leases.

Rentals payable in respect of operatmg leases are charged to income on a straight-line basis over the term
of the lease.

Intangible Assets

(a) Goodwill

Goodwill is the difference between the fair value of consideration paid for the trade and assets of a business
and the aggregate of the fair value of those assets. :

Goodwill is tested annually for impairment and carried at cost less accumulated impairment losses.
Impairment losses on goodwill are not reversed.

Goodwill is allocated to cash generating units for the purpose of impairment testing.
(b) Software
Acquired computer software is capitalised on the basis of the costs incurred to acquire and bring to use the

specific software. These costs are amortised over an average estimated useful life of three years. Any
amortisation charge is included within administrative expenses.
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ELG Haniel Metals Ltd
Notes to the Financial Statements

for the year ended 31 December 2018

Significant Acéounting Policies — cont’d.
Property, Plant and Equipment

Property, plant and equipment is stated at cost, less accumulated depreciation and any recognised impairment
loss. :

Where an impairment loss subsequently reverses, the carrying amount of the cash generating unit is
increased to the revised estimate of its recoverable amount, not to exceed the carrying amount that would
have been determined had no impairment loss been recognised in prior years. A reversal of an impairment
loss is recognised immediately in the income statement.

The cost of property, plant and equipment is purchase cost, together with any incidental expénses of

acquisition.

Depreciation is calculated to write down the cost, less estimated residual values, of all tangible fixed assets,
other than freehold land, over their estimated economic lives. The rates generally applicable are:

Freehold buildings 4% straight line

Short leasehold property Straight line over 17 years
Plant and equipment 12.5% straight line

Motor vehicles ' 20% straight line ,
Fixtures and fittings . 10%/33.3% straight line

Non-current assets held for sale

Non-current assets are classified as held for sale if their carrying amount will be recovered principally through
a sale transaction rather than through continuing use and a sale is considered highly probable. They are
measured at the lower of their carrying amount and fair value less costs to sell.

Non-current assets are not depreciated or amortised while they are classified as held for sale.

Non-current assets classified as held for sale are presented sepérately from the other assets in the balance
sheet.

s
H

Foreign Currencies

Transactions in foreign currencies are translated at the exchange rate ruling at the date of the transaction.
Assets and liabilities denominated in foreign currencies are translated at year end exchange rates. These
differences on exchange are dealt with through the income statement.

Inventories

Inventories are stated at the lower of cost and net realisable value. Cost of scrap is determined by average

cost and a review is undertaken periodically to ensure average cost approximates to actual cost. Where
necessary, provision is made for obsolete, slow moving and defective stocks..
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ELG Haniel Metals Ltd
Notes to the Financial Statements

for the year ended 31 December 2018

1.

Significant Accounting Policies - cont'd.

Financial instruments

Financial assets and financial liabilities are recognised on the balance sheet when the company becomes a
party to the contractual provisions of the instrument.

Trade receivables

Trade receivables do not carry any interest and are stated at their nominal value as reduced by appropriate
allowances for estimated irrecoverable amounts.

Trade receivables are derecognised when the company transfers the receivable, and substantially all the risks

and-rewards-of-ownership-of-the-receivableto-a-third-party-under-debt-factoring-arrangements:

Bank borrowings

Interest-bearing bank overdrafts and debt factoring agreements are recorded at the proceeds received.
Finance and factoring charges are taken to the income statement, analysed between interest and charges, in
the period that they are incurred. -

Trade payables

Trade payables are non-interest-bearing and are stated at their nominal value.

Employee benefits

The company operates a defined benefit pension scheme for the benefit of certain employees, the assets of
which are held separately from those of the company in independently administered funds. The scheme is
funded by contributions from the company at rates determined by an independent actuary.

The liability recognised in the balance sheet in respect of the defined benefit pension plan is the present value
of the defined benefit obligation at the end of the reporting period less the fair value of plan assets. The
“defined benefit obligation is calculated annually by independent 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 benefits will be paid, and that have terms to maturity approximating to the terms of the related
pension obligation.

Actuarial gains and losses arising from experience adjustments and changes in actuarial assumptions are

~ charged or credited to.equity in other comprehensive income in the period in which they arise.

Past service costs are recognised immediately in income.

The company also operates defined contribution pension arrangements for staff. The costs relating to these
are charged to the income statement as they fall due.

The company provides no other post retirement benefits to its employees.
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ELG Haniel Metals Ltd
Notes to the Financial Statements

for the year ended 31 December 2018

Significant Accounting Policies — cont’d.
Taxation

Current tax is the expected tax payable on the taxable profit for the year, using tax rates enacted or
substantially enacted at the balance sheet date. Taxable profit differs from net profit as reported in the
income statement because it excludes items of income or expense that are taxable or deductible in other
years and it further excludes items that are never taxable or deductible.

Deferred tax is provided using the bélance sheet liability method to take account of timing differences
between the treatment of certain items for accounts purposes and their treatment for tax purposes. The
company has not adopted a policy of discounting deferred tax assets and liabilities.

Derivatives

The company’s activities expose it primarily to the financial risks of changes in foreign currency exchange
rates and nickel prices. The company uses foreign exchange forward contracts and forward nickel contracts
to hedge these exposures. The company does not use derivative financial instruments for speculative
purposes. :

Changes in the fair value of derivatives are recognised in the income statement as they arise.

Judgements and key assumptions

. The preparation of financial statements in conformity with IFRS requires the use of certain critical accounting
estimates. It also requires management to exercise its judgement in the process of applying the company’s
accounting policies. The areas involving a higher degree of judgement or complexity, or areas where
assumptions and estimates are significant to the financial statements are the annual review of goodwill
impairment and the accounting for the defined benefit pension obligation.

Estimates and judgements are continually evaluated and are based on historical experience and other
factors, including expectations of future events that are believed to be reasonable under the circumstances.
Impact of Standards and Interpretations in issue but not yet effective and not early adopted by the

company

The company has not adopted early any new standards, amendments to existing standards or
interpretations that have been issued but are not yet effective.

A review of the impact of new standards, amendments to existing standards and interpretations in issue but
not yet effective is ongoing.

At this stage, the directors do not expect that the adoption of IFRSs or IFRIC interpretations that are not yet

effective will have a material impact on the financial statements of the company in future periods, except as
noted below:
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ELG Haniel Metals Ltd
Notes to the Financial Statements

for the year ended 31 December 2018

Significant Accounting Policies - cont’d.

Impact of Standards and Interpretations in issue but not yet effective and not early adopted by the
company - cont’d.

IFRS 16 Leases

IFRS 16 will supersede current lease guidance when it becomes effective for accounting periods beginning
on or after 1 January 2019. The company expects to adopt IFRS 16 for the year ending 31 December 2019.
No decision has been made about whether to use any of the transitional options in IFRS 16.

Under IFRS 16, the distinction of operating leases (off balance sheet) and finance leases (on balance sheet)
is removed and is replaced by a model where a right-of-use asset and a corresponding liability have to be
recognised for all leases by lessees (i.e. all on balance sheet) except for short term leases and leases of low
value assets.

The right-of-use asset is initially measured at cost and subsequently measured at cost (subject to certain
exceptions) less accumulated depreciation and impairment losses, adjusted for any remeasurement of the
lease liability. The lease liability is initially measured at the present value of the lease payments that are not
paid at that date. Subsequently, the lease liability is adjusted for interest and lease payments, as well as the
impact of lease modifications, amongst others. Furthermore, the classification of cash flows will also be
affected because operating lease payments under IAS 17 are presented as operating cash flows; whereas
under the IFRS 16 model, the lease payments will be split into a principal and an interest portion which will
be presented as financing and operating cash flows respectively.

As at 31 December 2018, the company had non-cancellable operating lease commitments of £869,847
(2017 - £889,083). 1AS 17 does not require the recognition of any right-of-use asset or liability for future
payments for these leases; instead, certain information is disclosed as operating lease commitments in note
22. A preliminary assessment indicates that these arrangements will meet the definition of a lease under
IFRS 16, and hence the company will recognise a right-of-use asset and a corresponding liability in respect
of all these leases unless they qualify for low value or short-term leases upon the application of IFRS 16. The
new requirement to recognise a right-of-use asset and a related lease liability is expected to have a
significant impact on the amounts recognised in the company's financial statements and the directors are
currently assessing its potential impact. It is not practicable to provide a reasonable estimate of the financial
effect until the directors complete the review.

Revenue
The revenue and profit or loss befare tax is wholly attributable to the principal activities of the company.

Revenue relates wholly to the sale of goods.

The geographical analysis of revenue is as follows: 2018 2017
£ £

United Kingdom 125,434,001 141,895,811
Rest of Europe 8,908,246 : 3,662,781
Rest of the World 33,969,918 35,306,578
168,312,165 180,865,170
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ELG Haniel Metals Ltd

Notes to the Financial Statements

for the year ended 31 December 2018

3.

(Loss)/profit for the year

2018 2017
(Loss)/profit for the year has been arrived at after charging / (crediting): B £
Depreciation of property, plant and equipment 875,875 886,462
(Gain) on disposal of property, plant and equipment (4,499) (4,498)
Amortisation of other intangible assets included in administrative expenses 4,377 1,172
Fair value (gain)/loss on derivatives (2,370,061) 2,358,558
Foreign exchange loss/(gain) 1,963,449 (2,704,715)
Staff costs (note 5) 5,084,420 5,601,316
Write down of inventories recognised as an expense 1,071,952 -
Cost of inventories recognised as an expense 152,323,738 168,777,280
Auditors’ remuneration
During the year, the company obtained the following services from the company’s auditor:
2018 2017
£ £
Fees payable to the auditor for the audit of the company's annual accounts 43,000 42,000
Fees payable to the auditor for other services:
-Taxation compliance services 9,500 8,200
-All other non-audit services 5,600 7,175
58,100 57,375
Fees in respect of the ELG Haniel Metals Ltd Pension and Assurance Scheme:
Audit 8,150 7,900
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ELG Haniel Metals Ltd
Notes to the Financial Statements

for the year ended 31 December 2018

5. Staff costs

: 2018 2017
Staff costs during the year were as follows: £ £
Wages and salaries 3,964,603 4,439,514
Social security costs 448,203 488,819
Pension costs — defined benefit plans (note 23) (54,000) (31,200)
Pension costs — defined contribution plans (note 23) 649,315 643,541
Other post employment benefits 76,299 60,642
5,084,420 5,601,316
2018 2017
The average monthly number of employees, including directors, during the . Number - Number
year was as follows:
Production ‘ 80 82
Selling and Distribution 42 42
122 124
6. Finance income 2018 2017
£ £
Interest receivable - 186,880
7. Finance costs 2018 2017
£ £
Interest on bank overdraft - 135,442
Interest on group loans : 1,415,653 - 1,133,181
Interest on debt factoring 844,607 20,592
Total finance costs ' 2,260,260 1,289,215
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ELG Haniel Metals Ltd

Notes to the Financial Statements

for the year ended 31 December 2018

8.

Income tax

Current tax
Adjustment in respect of prior years
Group relief charge

Deferred tax
Origination and reversal of timing differences

Total income tax (credit)/expense

Reconciliation of tax (credit)/expense

(Loss)/profit before tax

Tax at the effective UK corporation tax rate of 19% (2017 - 19.25%)

Effects of:

Expenses not deductible for tax purposes

Adjustment in respect of prior years — current tax

Adjustment in respect of prior years — deferred tax

Other differences

Tax (credit)/expense

2017

The tax (charge)/credit relating to components of other comprehensive income is as follows:

2018

Remeasurement of post-employment
benefit liabilities

2017

Remeasurement of post-employment
benefit liabilities

2018
£ £
- 34,700
- 35,974
- 70,674
(45,280) 912,510
(45,280) 983,184
2018 2017
£ £
(420,955) 5,031,229
(79,981) 968,512
33,381 33,068
- 34,700
- (32,965)
1,320 (20,131)
(45,280) 983,184
Deferred tax
(charge)/
Before tax credit After tax
£ £ £
(1,788,000) 339,720 (1,448,280)
Deferred tax
(charge)/
Before tax credit After tax
’ £ £ £
671,000 (127,490) 543,510
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ELG Haniel Metals Ltd

Notes to the Financial Statements

for the year ended 31 December 2018

Intangible assets

Goodwill Software Total
£ £ £
Cost
At 1 January 2017 and 1 January 2018 » 11,896,850 128,133 12,024,983
Additions - 10,679 "~ 10,679
Disposals - - -
At 31 December 2018 11,896,850 138,812 12,035,662
Amortisation and impairment
At 1 January 2017 110,000 125,719 235,719
Charge for the year - 1,172 1,172
At 1 January 2018 110,000 126,891 236,891
Charge for the year - 4,377 4,377
At 31 December 2018 110,000 131,268 241,268
Carrying amounts
At 31 December 2018 11,786,850 7,544 11,794,394
At 31 December 2017 11,786,850 1,242 11,788,092
Impairment tests for Goodwill
Goodwill is allocated to the company’s cash-generating units (CGUs) as follows:
2018 2017
£ £
11,786,850

Yards 11,786,850

The recoverable amount of a CGU is determined based upon value-in-use calculations. These calculations
use pre-tax cash flow projections based on financial budgets approved by management covering a five-year
period. Cash flows beyond the five-year period are extrapolated using the estimated growth rates stated
below.

The key assumptions used for value-in-use calculations are as follows:

Gross margin 10.2%
Growth rate 2%
Discount rate 5.4%

Management determined budgeted gross margin based on past performance and its expectations of market
development. The weighted average growth rates are consistent with forecasts. The discount rates used
are pre-tax and reflect specific risks relating to the CGU.
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10. Property, Plant and Equipment
Freehold Short Vehicles
Land and Leasehold Plant and and
Buildings Property Machinery Equipment Total
Cost £ £ £ £ £
At 1 January 2017 9,947,784 520,001 7,815,249 1,364,876 19,647,910
Additions 200,995 : - 39,702 148,980 389,677
Disposals - - (8,912) (43,100) (52,012)
At 1 January 2018 10,148,779 520,001 7,846,039 1,470,756 19,985,575
Additions 660,555 - 464,510 5,718 1,130,783
Disposals - - - (25,600) (25,600)
Transfer to held for sale (2,128,656) - - - (2,128,656)
At 31 December 2018 8,680,678 520,001 8,310,549 1,450,874 18,962,102
Accumulated Depreciation “
At 1 January 2017 3,419,608 189,240 6,169,633 873,659 10,652,140
Charge for the year 305,792 30,943 394,960 154,767 886,462
Eliminated on disposal . ) - - - (43,098) (43,098)
At 1 January 2018 . 3,725,400 220,183 6,564,503 985,328 11,495,504
Charge for the year ) 310,304 30,901 374,170 160,500 875,875
Eliminated on disposal - : - - (25,599) (25,599)
Transfer to held for sale . (486,428) - . - - (486,428) .
At 31 December 2018 : 3,549,276 251,084 6,938,763 1,120,229 11,859,352
Carrying amounts
At 31 December 2018 . 5,131,402 268,917 1,371,786 330,645 7,102,750
At 31 December 2017 6,423,379 299,818 1,281,446 485,428 8,490,071
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Notes to the Financial Statements

for the year ended 31 December 2018 -

11.

12.

13.

Assets classified as held for sale 2018 2017
£ £
Land and buildings 1,642,228 -

Prior to the year end, the directors agreed to sell the land and buildings comprising the company's depot at
Rowley Regis in the West Midlands. Contracts have been exchanged and the sale is due to complete in April
2019. :

Investments Shares in group
undertakings
£

Cost and net book value
At 1 January 2018 and 31 December 2018 2

The company owns 100% of the ordinary share capital of Shearer Mormet Limited and Consolidated
Stainless Recycling Limited, both of which are companies incorporated in England and Wales and which
have been dormant since incorporation.

At 31 December 2018, the subsidiary undertakings had the following capital and reserves and net profit for
the period then ended:

Capital and Profit for

reserves the period

£ £

Consolidated Stainless Recycling Limited 1 -

Shearer Mormet Limited 1 -
Inventories 2018 2017
£ £
Raw materials 28,447,644 28,320,337
Finished goods 251,572 587,164
28,699,216 28,907,501
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ELG Haniel Metals Ltd
. Notes to the Financial Statements

for the year ended 31 December 2018

14. Trade and other receivables 2018 2017
£ £

Trade receivables 17,256,587 30,450,052
Other receivables 1,136,879 3,748
Amounts due from group undertakings 221,340 591,411
Prepayments and accrued income 278,109 133,712
18,892,915 31,178,923

The company has a factoring agreement with SEB AG with regard to one principal customer. Under the
agreement, the bank may purchase a specific receivable due from this customer, subject to facility limits.
The bank assumes 100% of the risk that receivables it purchases are uncollectable. Interest is charged at a

15.

16.

rate 6f 2.75% over LIBOR Receivables purchased by the bank under this agreement are derecognised. -

The directors consider that the carrying amount of trade and other receivables approximates to their fair
value.

Cash and cash equivalents , 2018 2017
£ £

Cash in hand 132,974 3,651

Bank overdrafts (185,597) (2,450,581)

Cash and cash equivalents in the statement of cash flows (62,623) (2,446,930) -

The bank overdraft is unsecured and repayable on demand. The bank overdraft interest is at a floating rate
thus exposing the company to cash flow interest rate risk.

The fair value of the company’'s borrowings is not considered to be materially different from the carrying
amounts.

Credit risk

The company’s principal financial assets are bank balances and cash, and trade and other receivables
which represent the company’s maximum exposure to credit risk in relation to financial assets.

The company'’s credit risk is primarily attributable to its trade receivables. The amounts presented on the
balance sheet are net of allowances for doubtful receivables, estimated by the company’s management,
based upon prior experience and their assessment of the current economic environment.

The credit risk on liquid funds and derivative financial instruments is limited because the counterparties are
banks with high credit-ratings assigned by international credit rating agencies.

The company has no significant concentration of credit risk, with exposure spread over a large number of
counterparties and customers.
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17. Trade and other payables

Trade payables

Amounts due to groﬁp undertakings

Other tax and social security

Other creditors
Accrued expenses

18.

2018 2017
£ £
6,908,646 12,754,577
46,308,242 45,299,151
144,811 328,423
49,717 112,200
350,550 751,376
53,851,966 59,245,727

‘The-directors-consider-that-the-carrying-amount-of-trade-and-other-payables-approximates-to-their-fair-vatue:

Deferred income tax

The following are the deferred tax assets/(liabilities) recognised by the company and movements thereon during

the current and prior year:

At 1 January 2017

Credit/(charge) to
income statement
Credit/(charge) to
other
comprehensive
income

At 31 December
2017
Credit/(charge) to
income statement
Credit/(charge) to
other
comprehensive
income

At 31 December
2018

Deferred

Accelerated pension Retirement

capital contribution benefit
allowances relief obligation Losses Total
£ £ ' £ £ £
~ 200,000 - (160,000) 1,160,000 1,200,000
140,000 - (122,510) | (930,000) (912,510)
- - (127,490) - .- (127,490)
340,000 - (410,000) 230,000 160,000
120,000 90,000 (309,720) 145,000 45,280
- - 339,720 - 339,720
460,000 90,000 (380,000) 375,000 545,000

The following is the analysis of the deferred tax balances for financial reporting purposes:
2018 2017
£ £
545,000

Deferred tax assets

160,000

At the balance sheet date, the company has unused tax losses of £1,953,180 (2017 - £1,191,649) available for
offset against future profits. A deferred tax asset has been recognised in respect of such losses on the basis of
future profits being forecast by the company.
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19.

20.

21.

Share capital

Allotted, called up and fully paid

4,800,000 ‘A’ ordinary shares of £1 each
300,000 ‘B’ ordinary shares of £1 each

12017

The ‘A’ ordinary shares and the ‘B’ ordinary shares rank pari passu in all respects.

Retained earningé

Included within retained earnings is an amount of £11,786,850 (2017 - £11,786,850) that

unrealised profits.

Note to the statement of cash flows

(Loss)/ profit for the year

Adjustments for:

Finance costs

Finance income -

Income tax (credit)/expense

Fair value (gain)/loss on derivatives
Depreciation of property, plant and equipment

(Gain) on disposal of property, plant and equipment

Amortisation of other intangible assets
Adjustment for pension funding

Operating cash flows before movements in working capital

Decrease in inventories
Decrease/(increase) in receivables
(Decrease) in payables

Cash generated from operations
Payment for group relief losses

Interest paid

Net cash from/(used in) operatihg activities
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2018

£ £

4,800,000 4,800,000

300,000 300,000

5,100,000 5,100,000
represents
2018 2017
£ £
(375,675) 4,048,045
2,260,260 1,289,215
.- (186,880)
(45,280) 983,184
(2,370,061) 2,358,558
875,875 886,462
(4,499) (4,498)
4,377 1,172
(1,654,000) (618,000)
(1,309,003) 8,757,258
208,285 578,408
12,286,008 (4,388,993)
(5,318,936) (3,879,042)
5,866,354 1,067,631
(70,674) -
(2,264,411) . (1,255,603)
3,531,269 (187,972)




ELG Haniel Metals Ltd
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for the year ended 31 December 2018

22.

23.

Operating Lease Arrangements

At the balance sheet date, the company had outstanding commitments for future minimum lease payments
under non-cancellable operating leases, which fall due as follows:

2018 2017

Land and : Land and .
buildings Other buildings Other
£ £ £ £
Within one year 25,733 268,442 25,733 269,352
Within two to five years 102,934 376,238 102,034 368,830
Greater than five years 96,500 : - 122,234 -
225,167 644,680 250,901 638,182

Operating lease payments represent rentals payable by the company for certain of its depots, motor cars
and other equipment. Rentals are fixed over the term of the lease, which varies from lease to lease.

2018 2017
£ £

Operating lease payments recognised in the income statement for the year: -
Plant and machinery 216,648 205,021
Other lease rentals 131,606 132,282
348,254 337,303

Retirement Benefit Schemes
Defined Benefit Scheme
The company is a party to the ELG Haniel Metals Ltd Pension & Assurance Scheme (“the scheme”). This is
a defined benefit scheme providing benefits based on final pay and service at retirement. The scheme is
operated under trust and its assets are invested independently of the company. As at 31 December 2018,
the scheme is closed to future accrual and to new members.

The most recent actuarial valuation of plan assets and the presént value of the defined benefit obligation
were carried out by K. Taylorson, Fellow of the Institute of Actuaries, at 31 December 2018.
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23. Retirement Benefit Schemes - cont’d

The amounts recognised in income in respect of the defined benefit scheme are as follows:

2018 2017

, £ £

Net interest income (74,000) (31,200)
Past service cost 20,000 -
Components of defined benefit cost recognised in profit or loss (54,000) (31,200)

within administrative expenses

The amounts recognised in the statement'of comprehensive—-income-in-respect—of-the—defined ™ benefit

scheme-are as follows:

2018 2017

£ - £

The return on plan assets (excluding interest income) (2,607,000) 1,439,000
Actuarial gains/(losses) from changes in demographic assumptions 314,000 (261,000)
Actuarial gains/(losses) from changes in financial assumptions 1,553,000 (901,000)
Actuarial gains/(losses) from experience adjustments (1,048,000) » 394,000
Remeasurement of the net defined benefit asset (1,788,000) 671,000

The amount recognised in the balance sheet in respect of the defined benefit scheme is as follows:

2018 2017

£ £

Present vaiue of defined benefit obligations (38,601,000) (45,009,000)
Fair value of scheme assets ' 40,616,000 47,158,000
" Asset on the batance sheet , : 2,015,000 2,149,000

The movement during the year in the net defined benefit asset was as follows:

2018 2017

£ £

At 1 January 2018 ‘ _ 2,149,000 860,000
Net interest income 74,000 31,200
Past service cost ' (20,000) -
Remeasurements ‘ (1,788,000) 671,000
Employer contributions . 1,600,000 586,800
At 31 December 2018 2,015,000 2,149,000
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23. Retirement Benefit Schemes - cont’d

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

2018 2017
£ £
At 1 January 2018 (45,009,000) (45,247,000)
Interest expense (1,042,000) (1,192,000)
Past service cost (20,000) -
Benefits paid 6,651,000 2,198,000
Gain/(loss) from experience adjustment (1,048,000) 394,000
Gain/(loss) from change in demographic assumptions 314,000 (261,000)
Gain/(loss) from change in financial assumptions 1,553,000 (901,000)
At 31 December 2018 (38,601,000) (45,009,000)
Movements in the fair value of scheme assets in the current year were as follows:
2018 2017
£ £
At 1 January 2018 47,158,000 46,107,000
Interest income on plan assets 1,116,000 1,223,000
The return on plan assets (excluding interest income) (2,607,000) 1,439,000
Benefits paid (6,651,000) (2,198,000)
Total contributions 1,600,000 587,000
At 31 December 2018 40,616,000 47,158,000
The significant actuarial assumptions were as follows:
2018 2017
Discount rate 2.7% 2.5%
Inflation (RPI/CPI) 3.2%/2.2% 3.2%/2.2%
Salary growth rate 2.2% 2.2%
Pension growth rate (max 5%) 3.1% 3.0%
Pension growth rate (max 2.5%) 21% 21%

Assumptions regarding future mortality are set based on actuarial advice in accordance with published
statistics and experience in the UK. These assumptions translate into an average life expectancy in years

for a pensioner retiring now at age 65 of:

2018 2017
Male 22 years 22 years
Female 25 years 25 years
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23. Retirement Benefit Schemes — cont’d
The sensitivity of the defined benefit obligation to changes in the principal assumptions is:

Impact on defined benefit obligation

Change in Increase in Decrease in
assumption assumption assumption
Discount rate 0.5% Decrease by 8.4% Increase by 9.6%
Salary growth rate 0.5% Increase by 1.6%  Decrease by 1.5%
Pension_growth_rate 0.5% Increase-by-4-1%——Decrease-by-4:6%
Increase Decrease
assumption by  assumption by one
one year year

Life expectancy Increase by 3.6%  Decrease by 3.5%
The above sensitivity analyses are based on a change in one assumption while holding all other
assumptions constant. In practice, this is unlikely to occur, and changes in some of the assumptions may
be correlated. When calculating the sensitivity of the defined benefit obligation to significant actuarial
assumptions the same method (present value of the defined benefit obligation calculated with the projected
unit credit method at the end of the reporting period) has been applied as when calculating the pension
asset recognised within the balance sheet.

The assets in the scheme comprised:

2018 2017

£ £

Equities 5,547,000 6,648,000
Bonds 29,856,000 31,448,000
Property 733,000 688,000
Cash 117,000 3,437,000
Investment funds 3,263,000 3,759,000
Purchased annuities 1,100,000 1,178,000
40,616,000 47,158,000

The average term of the defined benefit obligation is 18 years.
Expected contributions to the scheme for the year ending 31 December 2019 are £600,000.

The actual return on plan assets during the year was £1,491,000 negative.

Defined contribution scheme

The company also operates defined contribution pension schemes for all eligible staff. The pension cost for
the defined contribution schemes, which represents contributions payable by the company in the year,
amounted to £649,315 (2017 - £643,541).
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- 24. Related Party Transactions
Ultimate parent undertaking
The directors regard ELG Haniel GmbH and Franz Haniel & Cie GmbH, companies incorporated in
Germany, as the company’s immediate and ultimate parent company and controlling party respectively.
Copies of the parent’s consolidated financial statements may be obtained from Kremerskamp 16, D-47138
Duisberg, Germany.
Transactions with related parties

During the year, the company entered into the following transactions with related parties:

Sales_of goods._to_related_parties: 2018 2017
£ £
Fellow subsidiaries 1,325,168 2,428,107
Purchase of goods and services from related parties: 2018 2017
' £ £
Fellow subsidiaries 1,873,907 781,913
Payment for group relief losses: 2018 2017
£ £
Fellow subsidiaries - 70,674
Amounts payable to related parties: 2018 2017
: £ £
Parent undertaking 170,388 207,898
Fellow subsidiaries 389,807 596,025
' 560,195 803,923
Amounts receivable from related parties: 2018 2017
' £ £
Parent undertaking - 16,522
Fellow subsidiaries 221,340 574,889
221,340 591,411
Loans from parent company: 2018 2017
£ £
Due to parent company at start of year 44,495,228 - 48,308,690
Further loans received in year 133,677,498 94,500,000
Loans repaid in year (133,500,000) (96,500,000)
Exchange adjustments 1,075,321 (1,813,462)
45,748,047 44,495,228

Loans from group undertakings are repayable on demand. Interest is charged on outstanding loans at an
average rate of 3.2% (2017 - 2.5%) per annum. No provision has been made for doubtful debts in respect of
the amounts owed by related parties.
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24. Related Party Transactions - cont’d

Remuneration of key management personnel

The remuneration of the directors, who are the key management personnel of the company, is set out
below in aggregate for each of the categories specified in IAS 24 “Related Party Disclosures”.

2018 : 2017

£ £

Short-term employee benefits . 452,067 569,085
Post-employment benefits ) 82,894 152,694

534,961 721,779

The disclosure of directors’ remuneration in accordance with the Companies Act 2006 is as follows:

2018 2017
: £ £
Emoluments (including benefits in kind) 400,890 504,206
Contributions to money purchase pension schemes 82,894 152,694
483,784 656,900
Other directors disclosures in respect of qualifying services: :
2018 2017
Number Number
The number of directors to whom retirement benefits are accruing under
money purchase pension schemes ' . 3 . 3
The number of directors to whom retirement benefits are accruing under
defined benefit pension schemes 3 3

D Drafz, S Landwehrmann and K Mueller are directors of other group companies in addition to being
directors of this company. They are paid by other group companies. It is not possible to make an
apportionment of their emoluments in respect of each individual company. Accordingly, the above details
include no emoluments-in respect of these directors.

Highest paid director

2018 2017

£ £

Aggregate emoluments 137,710 192,996
Aggregate value of company contributions to money purchase schemes 24,517 49,206 -

Pension accrual as at retirement date under defined benefit scheme 13,168 13,064
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25. Derivative financial instruments

2018 2017

Assets Liabilities Assets Liabilities

£ £ £ £

Forward foreign exchange contracts 105,678 5,486 104,418 2,349
Forward commodity contracts 921,498 - 2,187 1,452,627
1,027,176 5,486 106,605 1,454,976

Currency derivatives

The company utilises currency derivatives to hedge significant future transactions and cash flows. The
company is a party to foreign currency forward contracts in the management of its exchange rate
exposures. The instruments purchased are primarily denominated in the currencies of the company's
principal markets.

Commodity derivatives
The company utilises commodity derivatives to hedge significant future transactions and cash flows. The

company from time to time is a party to forward nickel contracts in the management of its exposure to
fluctuations in global nickel prices.
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