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LANXESS Limited

Strategic Report for the Year Ended 31 December 2021

The directors present their strategic report for the year ended 31 December 2021.

Fair review of the business
LANXESS Limited ("the company") is an important part of the Performance Chemicals sector, blending
pigments primarily for the UK/Ireland markets for use in construction, coatings and relatéd industries.

The company is a subsidiary of Lanxess AG (a company incorporated in Germany). Lanxess is a global group
with a product portfolio ranging from polymers to fine chemicals. The company benefits from a diversified
customer base, a mature, stable supply line and has access to a 'group cash pool' that underpins any working
capital requirements of the company; this ensures the long term success of the business.

The Directors are satisfied with the performance of the company during the year, especially with the exceptional
circumstances that continued to be faced during 2021.

The company's key financial and other performance indicators during the year were as follows:

Unit 2021 2020
Increase in revenue gross sales - This KPI is calculated by taking the
turnover and other operating income as a % movement from the prior year. % 38.00 84.00
Gross Margin year on year change - The Gross Margin is calculated by
deducting the Raw matcrial and consumable total from the Turnover. % 20.00 17.00
Return on Capital Invested - This KPI is calculated by dividing the profit on
ordinary activities before taxation by the called up share capital. % 28.00 4.00
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LANXESS Limited

Strategic Report for the Year Ended 31 December 2021 (continued)

Principal risks and uncertainties
Key risks recognised to the business and actions taken to mitigate them are:

Complying with laws and regulations

Risk description

There are continuously expanding laws and regulatory requirements in envxronmental health and safety and
product registration areas and we may be held responsible for any liabilities arlsmg out of non-compliance with
these laws and regulations.

Mitignting actions

The directors use both internal employees and external advisors to monitor compliance with specific laws and
regulations. We support the EU REACH chemical regulation program for environmental and public safety and
have so far registered all the chemicals that are relevant for the company by the stipulated deadlines.

The company remains dedicated to minimizing compliance risk by fostering an open and transparent culture
through continuous employee training, education and adherence to our Code of Conduct.

Foreign Exchange volatility

Risk description

Foreign exchange rates have seen significant fluctuation in recent years, particularly following the United
Kingdom's decision to exit the European Union. Many of our raw materials are priced in Euros (EUR) and US
Dollars (USD) and this can have a negative impact on our profitability.

Mitigating actions
Foreign .exchange volatility is managed at Group level using financial derivatives to hedge exposure. The
Company aids this process through weekly EUR and USD cash requirement forécasting.

Sourcing of raw materials and energy

Risk description

Supply and prices of key raw materials and energy can be volatile, aﬂected by economic turbulence and
additional regulations. This can have a direct impact on our margins and our ability to maintain our competitive
position.

Mitigating actions

Our procurement processes and organisation are designed to leverage the cost, quality and delivery of raw
materials and energy, including the performance of suppliers. Whilst we attempt to match raw material and
energy price increases with corresponding product price increases we may not be able to do so immediately.
Ultimately, our ability to pass on increases depends on market conditions.

Covid-19 Pandemic and the war in Ukraine

Risk description

The risk caused by the outbreak of coronavirus has declined, but the emergence of new variants of the virus still
remains a potential hazard to the health and safety of our employees, the ability of both our and our customers'
businesses to operate normally and poses adverse risk to global supply chains and the flow of goods and
services. This is alongside risks from the Russian war in Ukraine which has led to uncertainty and volatility in
energy prices and raw material procurement and pricing. The company has no economic activity in Russia so
would not be affected by trade embargoes, but there is the risk of supply chain disruptions.

Mitigating actions

We closely monitor our employees health, safety and security and any relevant regulatory requirements. We
have employees engaged in working groups at the Group, regional and local levels to monitor the situation and
put appropriate mitigation action and continuity plans in place.
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LANXESS Limited

Strategic Report for the Year Ended 31 December 2021 (continued)

Approved by the Board on Dec22,2022 ,n4 signed on its behalf by:

ARisine D 22.2022 1LLIAGM ...
Mr A J Risino
Director
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LANXESS Limited

Directors' Report for the Year Ended 31 December 2021

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

Business Performance and operations

The company has made a profit for the financial year of £843k (2020: £89k profit), which has been transferred
to reserves. Total shareholders' funds at the balance sheet date were £15,857k (2020: £15,014k).

A full business overview is included in the Strategic report on page 2.
Results and dividends

The results for the company are set out on page 12. The directors did not pay a dividend during the financial
year (2020: £8m): :

Directors' of the company
The directors, who held office during the year, were as follows:

Mr JL A Perez (resigned 4 November 2021)
Mr A J Risino

Mr R G Krueger

Mr S Thompson (appointed '4 November 2021)

Employment of disabled persons

It is company policy to give tull and fair ‘consideration to applications for employment made by disabled
persons, to continue wherever possible the employment of staff who become disabled, and to provide
opportunities for the training and career development of disabled employees.

Employee involvement

Considerable importance is placed on the involvement of employees. During the year the policy of providing
employees with information about the Company has been continued through Company journals, notice boards
and conferences. Regular meetings are held between local management and employees to allow a free flow of
information and ideas.

Future developments

‘The impact of the spread of the COVID-19 virus diminished in 2021, with a sustained reduction in the number
of infections as measures taken by various governments to contain the virus took effect. The company
successfully dealt with the impact of the COVID-19 pandemic on its business and the measures undertaken to
achieve this have continued into 2022.

There is also continued uncertainty following the Russian invasion of Ukraine, which has led to extreme
volatility in energy pricing and rising raw material costs. So far, we have been able to pass these increased costs
onto customers, but demand may soften if their capacity to absorb any future price rises becomes evident.
Energy security is essential for plant operations and it remains to be seen what the impact of a full European
wide embargo on Russian oil and gas would be on production, supply chains and core profitability.

The plant continued to operate throughout the UK lockdown periods and is continuing to seek opportunities for
growth in the current challenging operating environment.
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LANXESS Limited

Directors' Report for the Year Ended 31 December 2021 (continued)

Financial Risk Management

The directors confirm that they have reviewed the effectiveness of the company's risk management and internal
control systems up to and including the date of approval of the financial statements and are satisfied that they
are operating effectively. This review included financial controls that could affect the company's business.

Credit Risk

Credit risk is the risk that one party to a financial instrument will cause a financial loss for that other party by
failing to discharge an obligation. Company policies are aimed at minimizing such losses and require that
deferred terms are only granted to customers who demonstrate an appropriate payment history and satisfy credit
worthiness procedures. Details of the company’s receivables are shown on the balance sheet. The company
limits individual trade receivable exposure in line with company policies and is reviewed regularly by the credit
department.

Liquidity risk

Liquidity risk is the risk that an entity will encounter difficulty in meeting obligations associated with financial
liabilities. The company aims to mitigate liquidity risk by managing cash generation at a group level and
applying cash collection targets to the business units. The company also manages liquidity risk via short term
loans with its parent company.

Cash flow risk

Cash flow risk is the risk of exposure to variability in cash flows from future revenues and payments such as
rates and interest. The company projects continuing strong sales and has a healthy cash balance. The cash
balance in the balance sheet does not reflect the healthy cash balance as these are converted to short term
intercompany loans to the company in-house bank and can be easily accessed should the need arise.

Going concern

The Company's manufacturing operations have remained stable despite pressures arising from global logistics
and supply chain problems, raw material price inflation and energy pricing volatility. In the preparation of these
financial statements, the possibility of future COVID-19 variants, the potentially disruptive effects of the war in
Ukraine and the accelerating impact of climate change have been considered as part of the adoption to maintain
the going concern assumption.

The cash flows necessary for the day-to-day running of the company are secured by the LANXESS cash pooling
arrangements which support the going concern assertion. The company’s forecasts and projections, taking
account of reasonably possible changes in trading performance, show that the company is expected to be cash
generative, and should be expected to be a net depositor into, rather than borrower from, the LANXESS cash
pooling facility. :

After making enquiries, the directors have a reasonable expectation that the company has access to adequate
financial and other resources to continue in operational existence for the foreseeable future. The company
therefore continues to adopt the going concern basis in preparing its financial statements.

Qualifying third party indemnity provisions

As permitted by the Articles of Association, the Directors have the benefit of an indemnity which is a qualifying
third-party indemnity provision as defined by Section 234 of the Companies Act 2006. The indemnity was in
force throughout the last financial year and is currently in force. The Company also purchased and maintained
throughout the financial year Directors’ and Officers’ liability insurance in respect of itself and its Directors.
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LANXESS Limited

Directors' Report for the Year Ended 31 December 2021 (continued)

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 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 company and of the profit
or loss of the company for that period. In preparing the financial statements, the directors are required to:

« select suitable accounting policies and then apply them consistently;

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

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

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

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

The directors are responsible for 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.

Directors' confirmations

In the case of each director in office at the date the Directors’ Report is approved:

* so far as the director is aware, there is no relevant audit information of which the company s auditors are
unaware; and

» they have taken all the steps that they ought to have taken as a director in order to make themselves aware of
any relevant audit information and to establish that the company’s auditors are aware of that information.

Reappointment of auditors

Mazars LLP were appointed as auditor during the year. In accordance with section 485 of the Companies Act
2006, a resolution for the re-appointment of Mazars LLP as auditors of the company is to be proposed at the
forthcoming Annual General Meeting.

Approved by the Board on Dec 22,2022 ond signed on its behalf by:

Py

ARisino {Dec 22,2022 11:14 GMT}

Mr A J Risino
Director
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LANXESS Limited

Independent Auditor's Report to the Members of LANXESS Limited

Qualified opinion

We have audited the financial statements of LANXESS Limited (the ‘company’) for the year ended 31
December 2021 which comprise the Profit and Loss Account, the Statement of Comprehensive Income, the
Balance Sheet, the Statement of Changes in Equity and 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 United
Kingdom Accounting Standards, including FRS 101 “Reduced Disclosure Framework” (United Kingdom
Generally Accepted Accounting Practice).

In our opinion, except for the effects of the matter described in the “Basis for Qualified Opinion” section of our
report, the financial statements:

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

* have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Practice;

* have been prepared in accordance with the requirements of the Companies Act 2006.

Basis for Qualified Opinion

With respect to inventory at 31 December 2020 having a carrying amount of £4,434,000 the audit evidence
available to us was limited because we did not observe the counting of the physical inventory, since that date
was prior to our appointment as auditor of the company. Owing to the nature of the company’s records, we were
unable to obtain sufficient appropriate audit evidence regarding the inventory quantities by using other audit
procedures and therefore conclude if there was any consequential effect for the year ended 31 December 2021
should the balance be incorrect.

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 qualified opinion.

Other matter

Without qualifying our opinion, we draw attention to the accounting policies on page 16 to the financial
statements and the fact that the comparative information in the accounts was unaudited as the company was
entitled to exemption from audit.

Conclusions relating to going concern .
In auditing the financial statements, we have concluded that the director's use of the going concern basis of
accounting in the preparation of the financial statements is appropriate.

Based on the work we have performed, we have not identified any material uncertainties relating to events or
conditions that, individually or collectively, may cast significant doubt on the company's ability to continue as a

going concern for a period of at least twelve months from when the financial statements are authorised for issue.

Our responsibilities and the responsibilities of the directors with respect to going concern are described in the
relevant sections of this report.
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LANXESS Limited

Independent Auditor's Report to the Members of LANXESS Limited (continued)

Other information

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

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 course of 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 this gives rise to a material misstatement in the financial
statements themselves. [f, 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.

As described in the “Basis for Qualified Opinion” section of our report, we were unable to satisfy ourselves
concerning the inventory quantities of £4,434,000 held at 31 December 2020. We have concluded that where the
other information refers to inventory or related balances such as cost of sales, it may be materially misstated for
the same reason.

Opinions on other matters prescribed by the Companies Act 2006

Except for the possible effects of the matter described in the “Basis for Qualified Opinion” section of our report,
in our opinion, based on the work undertaken in the course of the audit:

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

+ the Strategic report and the Directors’ report have been prepared in accordance with applicable legal
requirements. ;

Matters on which we are required to report by exception
In light of the knowledge and understanding of the company and its environment obtained in the course of the
audit, we have not identified material misstatements in the Strategic report or the Directors’ report.

Arising solely of the limitation on the scope of our work relating to inventory, as set out in the “Basis for
Qualified Opinion” section of our report:

= we have not obtained all the information and explanations that we considered necessary for the purpose of our
audit; and

» we were unable to determine whether adequate accounting records had been kept.

We have nothing to report in respect of the following matters in relation to which the Companies Act 2006
requires us to report to you if, in our opinion:

- 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.

Responsibilities of Directors

As explained more fully in the directors’ responsibilities statement set out on page 7, 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.
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LANXESS Limited

Independent Auditor's Report to the Members of LANXESS Limited (continued)

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 the financial statements.

The extent to which our procedures are capable of detecting irregularities, including fraud is detailed below.

Irregularities, including fraud, are instances of non-compliance with laws and regulations. We design procedures
in line with our responsibilities, outlined above, to detect material misstatements in respect of irregularities,
including fraud.

Based on our understanding of the company and its industry, we considered that non-compliance with the
following laws and regulations might have a material effect on the financial statements: employment regulation,
health and safety regulation, anti-money laundering regulation, REACH regulations.

To help us identify instances of non-compliance with these laws and regulations, and in identifying and
assessing the risks of material misstatement in respect to non-compliance, our procedures included, but were not
limited to:

» Inquiring of management and, where appropriate, those charged with governance, as to whether the company
is in compliance with laws and regulations, and discussing their policies and procedures regarding compliance
with laws and regulations;

» Inspecting correspondence, if any, with relevant licensing or regulatory authorities;

» Communicating identified laws and regulations to the engagément team and remaining alert to any indications
of non-compliance throughout our audit; and

» Considering the risk of acts by the company which were contrary to applicable laws and regulations, including
fraud.

We also considered those laws and regulations that have a direct effect on the preparation of the financial
statements, such as tax legislation, pension legislation, the Companies Act 2006.

In addition, we evaluated the directors’ and management’s incentives and opportunities for fraudulent
manipulation of the financial statements, including the risk of management override of controls, and determined
that the principal risks related to posting manual journal entries to manipulate financial performance,
management bias through judgements and assumptions in significant accounting estimates, revenue recognition
(which we pinpointed to the risk of cut off), and significant one-off or unusual transactions.

Our audit procedures in relation to fraud included but were not limited to:

» Making enquiries of the directors and management on whether they had knowledge of any actual, suspected or
alleged fraud;

* Gaining an understanding of the internal controls established to mitigate risks related to fraud;

+ Discussing amongst the engagement team the risks of fraud; and

*» Addressing the risks of fraud through management override of controls by performing journal entry testing.

There are inherent limitations in the audit procedures described above and the primary responsibility for the
prevention and detection of irregularities including fraud rests with management. As with any audit, there
remained a risk of non-detection of irregularities, as these may involve collusion, forgery, intentional omissions,
misrepresentations or the override of internal controls.

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

Independent Auditor's Report to the Members of LANXESS Limited (continued)

Use of the audit 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.

Christopher Martin (Senior Statutory Auditor)
For and on behalf of Mazars LLP
Chartered Accountants and Statutory Auditor

i
One St Peters Square

Manchester
M2 3DE
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LANXESS Limited

Profit and Loss Account for the Year Ended 31 December 2021

Unaudited

2021 2020

Note £000 £000

Revenue 4 40,632 29,393
Cost of sales (32,679) . (24,265)
Gross profit 7,953 5,128
Distribution costs (6,000) (3,678)
Administrative expenses . (841) (1,316)
Operating profit . . 5 1,113 ; 134
Interest receivable and similar income 8 3 23
Interest payable and similar‘ expenses 9 (N (2)
2 ‘ 20

Profit before tax 1,115 155
Tax on profit ' 10 (272) (65)
Profit for the year _ 843 89

The above results were derived from continuing operations.
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LANXESS Limited

Statement of Comprehensive Income for the Year Ended 31 December 2021

Unaudited

2021 2020

£000 £ 000

Profit for the year . 843 89
Total comprehensive income for the year . . 843 89
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LANXESS Limited

(Registration number: 3498959)
Balance Sheet as at 31 December 2021

Fixed assets
Tangible assets
Right-of-use assets
Deferred tax assets

Current assets

Stocks

Debtors

Other financial assets
Cash at bank and in hand

Creditors: Amounts falling due within one year
Net current assets

Total assets less current liabilities

Provisions for liabilities

Net assets

Capital and reserves
Called up share capital
Profit and loss account

Shareholders' funds

Dec 22,2022

Note

11
12
10

14

Approved by the Board on .77 222000 and signed on its behalf by:

A oz

ARIT0.D9522, 2032 LLlA GMTL caevenns
Mr A J Risino
Director
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31 December

31 December Unaudited
2021 2020
£000 £000
3,654 3,807
27 85
29 31
3,710 3,923
3,894 4,434
12,631 14,884
4 22
- 21
16,529 19,361
(4,366) (8,242)
12,163 11,119
15,873 15,042
(16) (28)
15,857 15,014
4,000 4,000
11,857 11,014
15,857 15,014




:Statement of Changes in Equity for the Year Ended 31 December 2021

1

At 1 January 2021
Profit for the year

Total comprehensive income

At 31 December 2021

At 1 January 2020
Profit for the year

i
Total comprehensive income

At 31 December 2020
|

LANXESS Limited

Retained

Share capital earnings Total

£000 ‘ £000 £000

4,000 11,014 15,014

- 843 843

- 843 843

'4,000 11,857 15,857
Retained

Share capital earnings Total

£ 000 £000 £000

4,000 10,925 , 14,925

- i 89 89

- ' 89 89

4,000 11,014 15,014
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LANXESS Limited

Notes to the Financial Statements for the Year Ended 31 December 2021

1 General information

LANXESS Limited (‘the company’) blends pigments primarily for the UK/Ireland markets for use in
construction, coatings and related industries. The company is a private company, limited by shares, incorporated
and domiciled in England and Wales. The company's registered number and registered office can be found on
the company information page.

The financial statements ‘are presented in ‘Pounds Sterling’ (£), which is also the company’s functional
currency.

2 Accounting policies

The principal accounting policies applied in the preparation of these ﬁnancnal statements are set out below.
These policies have been consistently applied to all the years presented, unless otherwise stated.

Basis of preparation

These financial statements were prepared in accordance with Financial Reporting Standard 101 Reduced
Disclosure Framework ("FRS 101"). The financial statements have been prepared under the historical cost
convention and in accordance with the Companies Act 2006 as applicable to companies using FRS 101.

In preparing these financial statements, the Company applies the recognition, measurement and disclosure
requirements of International Financial Reporting Standards as adopted by the UK (UK-adopted international
accounting standards), but,makes amendments where necessary in order to comply with the Companies Act
2022 and to take advantage of FRS 101 disclosure exemptions.

On 31 December 2020, EU-adopted IFRS was brought into UK law and became UK-adopted international
accounting standards, with future changes to [FRS being subject to endorsement by the UK endorsement Board.
In preparing these financial statements in accordance with FRS 101, the Company Financial Statements
transitioned to UK-adopted international accounting standards (as described above) on 1 January 2021. There is
no impact on recognition, measurement or disclosure in the period reported as a result of this change.

The comparative information in the accounts was unaudited as the Company was entitled to exemption from
audit under Section 479A of the Companies Act 2006.

The Company's ultimate parent undertaking, LANXESS AG includes the Company in its consolidated financial

statements. The consolidated financial statements ot LANXESS AG are prepared in accordance with [FRS and
are available to the public and may be obtained from the address in note 18.
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LANXESS Limited

Notes to the Financial Statements for the Year Ended 31 December 2021 (continued)

2 Accounting policies (continued)

Financial reporting standard 101 - reduced disclosure exemptions

The company has taken advantage of the following disclosure exemptions under FRS 101:

» the requirements of IFRS 7 Financial Instruments: Disclosures

» the requirements of paragraphs 91-99 of IFRS 13 Fair Value Measurement

» the requirement in paragraph 38 of IAS 1 'Presentation of Financial Statements’ to present comparative
information in respect of:

- paragraph 79(a)(iv) of TAS 1;

- paragraph 73(e) of [AS 16 Property, Plant and Equipment;

- paragraph 118(e) of IAS 38 Intangible Assets;

» the requirements of paragraphs 10(d), 10(f), 16, 38A, 38B, 38C, 38D, 40A, 40B, 40C, 40D, 111 and 134-136
of IAS 1 Presentation of Financial Statements . '

» the requirements of [AS 7 Statement of Cash Flows

« the requirements of paragraphs 30 and 31 of TAS 8 Accounting Policies, Changes in Accounting Estimates and
Errors

» the requirements of paragraph 17 and 18A of [AS 24 Related Party Disclosures

« the requirements in TAS 24 Related Party Disclosures to disclose related party transactions entered into
between two or more members of a group, provided that any subsidiary which is a party to the transaction is
wholly owned by such a member :

These financial statements have been prepared on a going concern basis. The principal accounting policies
applied in the preparation of these financial statements are set out below. These policies have been consistently
applied to all the years presented, unless otherwise stated.

Foreign currencies '

Trading transactions denominated in foreign currencies are translated into sterling at the rate of exchange ruling
when the transaction was entered into. Foreign monetary assets and liabilities are translated into sterling at the
exchange rate ruling at the balance sheet date. Exchange gains or losses are included in the profit and loss
account in the period in which they arise.

Pensions

The company operates a defined contribution pension scheme which is available to all its employees. The assets
of the scheme are held separately from those of the company in an independently administered fund. All
contributions payable by the company are charged to the profit and loss account in the period to which they
relate.

Inventories

The cost of finished goods and work in progress comprises direct materials and, where applicable, direct labour
costs and those overheads that have been incurred in bringing the stocks to their present location and condition.
At each reporting date, stocks are assessed for impairment. If stock is impaired, the carrying amount is reduced
to its selling price less costs to complete and sell; the impairment loss is recognised immediately in profit or
loss.

Provisions

Provisions are recognised when the Company has a present obligation as a result of a past event which it is
probable will result in an outflow of economic benefits that can be reasonably estimated.
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LANXESS Limited

Notes to the Financial Statements for the Year Ended 31 December 2021 (continued)

2 Accounting policies (continued)

Going concern

The Company's manufacturing operations have remained stable despite pressures arising from global logistics
and supply chain problems, raw material price inflation and energy pricing volatility. In the preparation of these
financial statements, the possibility of future COVID-19. variants, the potentially disruptive effects of the war in
Ukraine and the accelerating impact of climate change have been considered as part of the adoption to maintain
the going concern assumption.

The cash flows necessary for the day-to-day running of the company are secured by the LANXESS cash pooling
arrangements which support the going concern assertion. The company’s forecasts and projections, taking
account of reasonably possible changes in trading performance, show that the company is expected to be cash
generative, and should be expected to be a net depositor into, rather than borrower from, the LANXESS cash
pooling facility.

After making enquiries, the directors have a reasonable expectation that the company has access to adequate
financial and other resources to continue in operational existence for the foreseeable future. The company
therefore continues to adopt the going concern basis in preparing its financial statements.

Property, plant and equipment

Tangible fixed assets are stated at their purchase price, together with any incidental expenses of acquisition less
accumulated depreciation. The carrying values of tangible fixed assets are reviewed for impairment in periods if
events or changes in circumstances indicate the carrying value may not be recoverable. Any impairment of
tangible fixed assets will be charged to profit and loss in the period it arises.

Depreciation
Depreciation is calculated so as to write off the cost of tangible fixed assets using the straight-line method.

Freehold land is not depreciated.

The gain or loss arising on the disposal or retirement of an asset is determined as the difference between the
sales proceeds and the carrying amount of the asset and is recognised in income.

Asset class Years
Freehold buildings 20 - 25 years
Plant and machinery 1 - 10 years
Furniture and office equipment 3 -4 years
Motor vehicles 3 -4 years

Cash and cash equivalents

Cash and cash equivalents comprise cash balances and call deposits with maturities of three months or less from
the acquisition date that are subject to an insignificant risk of changes in their fair value, and are used by the
Company in the management of its short-term commitments. )
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LANXESS Limited

Notes to the Financial Statements for the Year Ended 31 December 2021 (continued)

2 Accounting policies (continued)

Taxation

The tax expense for the year comprises current and deferred tax. Tax is recognised in the profit and loss account,
except to the extent that it relates to items recognised in other comprehensive income or directly in shareholders’
funds.

The current tax charge is calculated on the basis of the tax laws enacted or substantively enacted at the balance
sheet date in the countries where the company operates and generates taxable income. Management periodically
evaluates positions taken in tax returns with respect to situations in which applicable tax regulation is subject to
interpretation. It establishes provisions, where appropriate, on the basis of amounts expected to be paid to the
tax authorities.

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

Deferred tax assets are recognised only to the extent that it is probable that future taxable profit will be available
against which the temporary differences can be utilised. .

Deferred tax assets and liabilities are offset when there is a legally enforceable right to offset current tax assets
against current tax liabilities and when the assets and liabilities relate to income taxes levied by the same
taxation authority on either the same taxable entity or different taxable entities where there is an intention to
settle the balances on a net basis.
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LANXESS Limited

Notes to the Financial Statements for the Year Ended 31 December 2021 (continued)

2 Accounting policies (continued)

Financial Assets

The company classifies its financial assets in the following categories:
* Amortised cost.

* Fair value through profit or loss (FVTPL)

* Fair value through other comprehensive income (FVOCI)

The classification depends on the purpose for which the financial assets were acquired i.e. the entity’s business
model for managing the financial assets and/or the contractual cash flow characteristics of the financial asset.

Regular way purchases and sales of financial assets are recognised on trade date, being the date on which the
Company commits to purchase or sell the asset. Financial assets are derecognised when the rights to receive
cash flows from the financial assets have expired or have been transferred and the company has transferred
substantially all the risks and rewards of ownership.

At initial recognition, the company measures a financial asset at its fair value plus, in the case of a financial
asset not at fair value through profit or loss (FVPL), transaction costs that are directly attributable to the
acquisition of the financial asset. Transaction costs of financial assets carried at FVPL are expensed in profit or
loss.

a Financial assets at amortised cost

The company classifies its financial assets as at amortised cost only if both of the following criteria are met (and
are not designated as FVTPL):

» The asset is held within a business model whose objective is to collect the contractual cash flows, and

* The contractual terms of the financial asset give rise to cash flows that are solely payments of principal and
interest.

Subsequent to initial recognition these are measured at amortised cost using the effective interest method, less
allowance for expected credit losses. Interest income from these financial assets is included in finance income
using the effective interest rate method. Any gain or loss arising on derecognition is recognised directly in profit
or loss and presented in other (expenses)/income together with foreign exchange gains and losses.

The Company measures the loss allowance for its trade receivables at an amount equal to the lifetime expected
credit losses. The amount of expected credit losses (or reversal) that is required to adjust the loss allowance at
the reporting date to its recognised amount is recognised in profit or loss, as an impairment loss or a reversal of
an impairment loss.

The Company does not consider that is materially exposed to credit risk, and thus, no allowance for expected
credit losses has been made, given the Company’s review of each trade receivable’s financial condition and
historical records of actual credit loss and amounts past due.

b Financial assets at fair value through profit or loss

Financial assets that are held within a different business model other than ‘hold to collect’ or *hold to collect and
sell” and are categorised as fair value through profit or loss. The assets are subsequently measured at fair value
with gains or losses recognised in profit or loss and presented net within other (expenses)/income in the period
they arise. Fair values are determined by reference to active market or using valuation techniques where no
active market exists.

The following financial assets are classified at fair value through profit or loss (FVPL):
* Debt investments that do not qualify for measurement at either amortised cost (see note above).
* Equity investments that are held for trading, and
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LANXESS Limited

Notes to the Financial Statements for the Year Ended 31 December 2021 (continued)

2 Accounting policies (continued)

» Equity investments for which the entity has not elected to recognise fair value gains and losses through OCI.

¢ Financial assets at fair value through other comprehensive income (FVOCI) comprise:

» Equity securities which are not held for trading, and which the company has irrevocably elected at initial
recognition to recognise in this category. These are strategic investments and the company considers this
classification to be

more relevant.

» Debt securities where the contractual cash flows are solely principal and interest and the objective of the
company’s business model is achieved both by collecting contractual cash flows and selling financial assets.

Where the entity has elected to present fair value gains and losses on equity investments in OCI, there is no
subsequent reclassification of fair value gains and losses to profit or loss following the derecognition of the
investment. Dividends from such investments continue to be recognised in profit or loss as other income when
the company’s right to receive payments is established.

Revenue recognition

Revenue is measured at the fair value of the consideration received or receivable, and represents amounts
receivable for goods supplied, stated net of discounts, returns and value added taxes. The company recognises
revenue when performance obligations have been satisfied and for the company this is when the goods have
transferred to the customer and the customer has control of these.

Where the goods or services promised within a contract are distinct, they are identitied as separate performance
obligations and are accounted for separately. Where separate performance obligations are identified, total
revenue is allocated on the basis of relative stand-alone selling prices or management’s best estimate of relative
value where stand-alone selling prices do not exist.

The company’s activities are described in detail below.
pany

(a) Sales of goods

Sales are recognised when control of the products has transferred, being when the products are delivered, the
customer has full discretion over the use of the products, and there is no unfulfilled obligation that could affect
the customer’s acceptance of the products. Delivery occurs when the products have been accepted by the
customer in accordance with the sales agreement, or the company has objective evidence that all criteria for
acceptance has been satisfied.

Interest income/(expense)

Interest income/(expense) is recognised using the effective interest rate method. In calculating interest
income/(expense), the effective interest rate is applied to the gross carrying amount of the asset, when the asset
is not impaired or to the amortised cost of the liability for interest expense. For financial assets that have been
impaired after initial recognition, interest income is calculated by applying the effective interest rate to the
amortised cost of the financial asset. If the asset is no longer impaired the interest income calculation reverts to
the gross carrying amount.

Share capital
Ordinary shares are classified as equity.
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LANXESS Limited

Notes to the Financial Statements for the Year Ended 31 December 2021 (continued)

2 Accounting policies (continued)

Operating leases: the Company as lessee
The details of accounting policies under both TAS 17 and IFRS 16 are presented separately below.

The Company as a lessee

The Company assesses whether a contract is or contains a lease, at inception of the contract. The

Company recognises a right-of-use asset and a corresponding lease liability with respect to all lease
arrangements in which it is the lessee, except for short-term leases (defined as leases with a lease term of 12
months or less) and leases of low value assets. For these leases, the Company recognises the lease payments as
an operating expense on a straight-line basis over the term of the lease unless another systematic basis is more
representative of the time pattern in which economic benefits from the leased assets are consumed.

The lease liability is initially measured at the present value of the lease payments that are not paid at the
commencement date, discounted by using the rate implicit in the lease. If this rate cannot be readily determined,
the lessee uses its incremental borrowing rate.

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

The Company remeasures the lease liability (and makes a corresponding adjustment to the related right-of-use
asset) whenever there is a significant change to the circumstances of the lease.

The Company did not make any such adjustments during the periods presented.

The right-of-use assets comprise the initial measurement of the corresponding lease liability, lease payments
made at or before the commencement day, less any lease incentives received and any initial direct costs. They
are subsequently measured at cost less accumulated depreciation and impairment losses.

Whenever the Company incurs an obligation for costs to dismantle and remove a leased asset, restore the site on
which it is located or restore the underlying asset to the condition required by the terms and conditions of the
lease, a provision is recognised and measured under TAS 37. To the extent that the costs relate to a right-of-use
asset, the costs are included in the related right-of-use asset, unless those costs are incurred to produce
inventories.

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

The Company applies TAS 36 to determine whether a right-of-use asset is impaired and accounts for any
identified impairment loss as described in the ‘Property, Plant and Equipment’ policy.

Variable rents that do not depend on an index or rate are not included in the measurement of the lease liability

and the right-of-use asset. The related payments are recognised as an expense in the period in which the event or
condition that triggers those payments occurs and are included in ‘Administrative expenses’ in profit or loss.
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LANXESS Limited

Notes to the Financial Statements for the Year Ended 31 December 2021 (continued)

3 Critical accounting judgements and key sources of estimation uncertainty

l
‘

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.

None of the accounting policy judgements applied in the year are considered to be critical judgements.The
following are the company's key sources ot estimation uncertainty:

Inventory provisions

The Company regularly review the ageing and obsolescence of inventory. Whete slow moving or obsolete
inventory is identified either through the period or during the period end inventory counts a provision will be
made, charging the the Statement of Comprehensive Income and reducing the value of the inventory on the
Balance Sheet.

4 Turnovér

The analysis of the company's turnover for the year by market is as follows:

Unaudited
2021 2020
£ 000 £ 000
UK : 27,308 26,240
Europe ) 13,228 3.083
Rest of world : 96 70
' 40,632 29,393
S Operating profit
Arrived at after charging/(crediting)
Unaudited
2021 2020
£000 £000
Operating profit is stated after charging
Depreciation on owned assets 178 148
Depreciation on right of use assets 58 100
Operating lease expense 112 195
Foreign exchange gains (76) (2%
Fees payable to the Company's auditor for the audit of the Company's
annual financial statements 55 -

6 Directors' remuneration

In 2021 there were no directors directly employed by the company. The directors are employed by LANXESS
Solutions UK Ltd (a related company) and their remuneration for services to LANXESS Limited during the year
was not recharged. .

Page 23



LANXESS Limited

Notes to the Financial Statements for the Year Ended 31 December 2021 (continued)

7 Employee information

The aggregate payroll costs (including directors' remuneration) were as follows:

Unaudited

2021 2020

£000 £000

Wages and salaries 2,423 2,535
Social security costs 298 397
Pension costs, defined contribution scheme 308 . 349
3,029 3,280

The average number of persons employed by the company (including directors) during the year, analysed by
category was as follows:

I Unaudited
‘ 2021 ‘ 2020
No. No.
Manufacturing ' 18 ' 19
Sales & marketing 20 21
General administration _ A 6 ‘ 6
Total : 44 ‘ 46
8 Other interest receivable and similar income
' i
Unaudited
2021 2020
£ 000 £000
Interest income on bank deposits 3 23
9 Interest payable and similar expenses
Unaudited
2021 2020
£000 £000
Interest expense on leases ! 2
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LANXESS Limited

Notes to the Financial Statements for the Year Ended 31 December 2021 (continued)

10 Income tax

Tax charged/(credited) in the profit and loss account

Current taxation
UK corporation tax
UK corporation tax adjustment to prior periods

. Deferred taxation i
Arising from origination and reversal of temporary difterences

Tax expense in the profit and loss account

Unaudited
2021 2020
£000 £ 000
235 62
35 7
270 69

2 4)
272 65

The tax on profit before tax for the year is higher than the standard rate of corporation tax in the UK (2020 -

higher than the standard rate of corporation tax in the UK) of 19% (2020 - 19%).

The differences are reconciled below:

Profit before tax

Corporation tax at standard rate

Increase (decrease) from effect of expenses not deductible in
determining taxable profit (tax loss)

Increase (decrease) in current tax from adjustment for prior periods

Deterred tax expense (credit) from unrecognised temporary difference
from a prior period

Total tax charge

Unaudited
2021 2020
£ 000 £000
1,115 155
212 29
23 32
35 7
2 C))
272 65

The UK corporation tax rate for the year ended 31 December 2021 is 19% which has been effective since 1
April 2017. In the Spring Budget 2021, the UK Government announced an increase in the corporation tax rate to
25% which will apply from 1 April 2023. The legislation increasing the tax rate to 25% rate was substantively
enacted on 24 May 2021. Deferred taxes at 31 December 2021 have been measured using this enacted tax rate

and reflected in these financial statements.
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LANXESS Limited

" Notes to the Financial Statements for the Year Ended 31 December 2021 (continued)

10 Income tax (continued)

Deferred tax
Deferred tax assets and liabilities

Asset
2020 : £000
Accelerated tax depreciation ‘ 31
The provision for deferred taxation is made up as follows: )
! At
At 1 January Recognised in 31 December
2021 income 2021
' £000 £000 £000
Accelerated tax depreciation . 31 (2) 29
Deferred tax movement during the prior year (unaudited):
At
At 1 January Recognised in 31 December
2020 income 2020
£000 £000 £000
Accelerated tax depreciation : 27 4 31
11 Tangible Assets
Freehold Furniture, Assets
land and Plant and fittings and under
buildings machinery equipment construction Total
£000 £000 £000 £000 £000
Cost or valuation
At | January 2021 (unaudited) 6,099 3,277 519 28 9,923
Additions , - - - 25 25
At 31 December 2021 6,099 3,277 519 53 9,948
Depreciation
At 1 January 2021 (unaudited) 2,598 2,999 519 - 6,116
Charge for the year 141 36 - - 178
At 31 December 2021 2,739 3,036 519 - 6,294
Carrying amount
At 31 December 2021 3,360 241 - 53 3,654
At 31 December 2020 (unaudited) 3,501 278 - 28 3,807

Included within the net book value of land and buildings above is Freehold land amounting to £2,899,000 (2020:
£2,899,000) which has not been depreciated.
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LANXESS Limited

Notes to the Financial Statements for the Year Ended 31 December 2021 (continued)

12 Right of use assets

Cost or valuation
At 1 January 2021 (unaudited)

Disposals
At 31 December 2021

Depreciation

At | January 2021 (unaudited)
Charge for the year
Eliminated on disposal

At 31 December 2021

Carrying amount

At 31 December 2021

At 31 December 2020 (unaudited)

13 Inventories

Raw materials and consumables

Finished goods and goods for resale

The value of stocks in the balance sheet is not materially different from the replacement cost.

Fixtures and

Machinery fittings Total
£000 £000 £000
24 186 210
. (153) (153)

24 57

10 1135 125

5 58
- (153) (153)

15 30

9 27

14 85

31 December

31 December Unaudited
2021 2020

£000 £000

620 527

3,274 3,907

3,894 4,434

Included in the inventories is a provision for slow moving and obsolete stock of £317k (2020: £114k).
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LANXESS Limited

Notes to the Financial Statements for the Year Ended 31 December 2021 (continued)

14 Debtors
! 31 December
31 December Unaudited
2021 2020
£ 000 £000
Trade debtors 4,238 " 4,481
Income tax asset ‘ - 214
Net trade debtors ! 4238 v 4,695
Amounts owed by group undertakings 8,073 T 9,845
Other debtors . 285 - 279
Prepayments and accrued income 35 65
12,631 ‘14,884

Amounts owed by group undertakings, excluding trade receivables of £292,608 (2020: £728,984) are unsecured,
interest-bearing (at variable rates not materially different from LIBOR) and repayable on demand.
Trade receivables owed by group undertakings are unsecured, interest free and repayable on demand.

15 Creditors: Amount falling due within one year

31 December

31 December Unaudited

2021 . 2020

£000 £000

Trade creditors A 662 248
Amounts owed to group undertakings 2,771 5,838
Accruals and deferred income 686 2,068
Current portion of lease liabilities 12 " 88
Income tax liability 235 -
4,366 8,242

Amounts owed to group undertakings are unsecured, interest free and repayable on demand.
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LANXESS Limited

Notes to the Financial Statements for the Year Ended 31 December 2021 (continued)

16 Creditors: Amount falling due after more than one year

Long term
lease
obligations Total
£000 £000
At 1 January 2021 27 27
Provisions used (1) (11)
At 31 December 2021 16 16

The provisions shown above relate to the provision for long term lease obligations.

17 Leases

Leases included in creditors

31 December

i 31 December Unaudited
2021 2020
£ 000 £000
Current portion of lease liabilities : 12 88
Long term lease liabilities 16 28
18 Share capital
Allotted, called up and fully paid shares
31 December 31 December
2021 Unaudited 2020
No. 000 £ 000 No. 000 £000
Allotted and fully paid of £1 each 4,000 4,000 4,000 4,000

19 Pension commitments

Defined contribution pension scheme

The company operates a defined contribution pension scheme, which is available to all it's employees. The
assets of the scheme are held separately from those of the company in an independently administered fund. The
pension cost charge for the year represents contributions payable by the company to the scheme and amounted

to £307,886 (2020: £348,719).

At the year end there were outstanding contributions of £nil (2020: £nil) and no prepayments (2020: £nil).
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LANXESS Limited

Notes to the Financial Statements for the Year Ended 31 December 2021 (continued)

20 Other commitments

The company has no other commitments as at 31 December 2020 (2019: £NIL).

21 Related party transactions

The Company has taken advantage of the disclosure exemption requirement in IAS 24 Related Party Disclosures
and is therefore not required to disclose related party transactions entered into between two or more members of
a Group or the remuneration of key management personnel. Directors are remunerated through other group
entities as disclosed within note 6. '

22 Parent and ultimate parent undertaking

The Company's immediate parent undertaking is Lanxess Deutschland GmbH.

The ultimate parent company at the year end and the largest group in which these financial statements are
consolidated is Lanxess AG. The address of Lanxess AG is Kennedyplatz 1, Cologne 50569, Germany.
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