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BOWATER BUILDING PRODUCTS LIMITED
THE DIRECTORS' REPORT
YEAR ENDED 31 DECEMBER 2012

The directors present therr report and the financiaj statements of the company for the year ended
31 December 2012

Principal activities and business review

The principal activities of the company are the extrusion and sale of PVCu profiles and ancillanes into
the UK window market, the manufacture and sale of Composite Doors and contracting for the
installation of windows and doors

Following its acquisition by VEKA plc in June 2011 the company carned out a strategic review of its
operations  As a resulf of this review all of the UK group's PVC profile and ancillanies business
activites have been brought together under one structure operating under the VEKA, Halo and
Bowater brands Logistics and manufactunng activities have been concentrated at the main faciity in
Burnley, Lancashire which has undergone a very significant capital expenditure improvement project
The restructuring involved the transfer of all of the trade and business assets of the company’s Halo
division into VEKA plc  During this transitonal period significant one off costs costs were incurred
which has increased operating losses

The company retains its Composite Doors division, Bowater Doors, and its contracting division,
Bowater Projects which now both operate from the facility in Minworth, Birmingham Both these
divisions are clearly focused on providing premium products supported by the highest qualty of
customer service Whilst market conditions remain difficult the Directors believe both divisions can
operate successfully in their market sectors

Results and dividends
The loss for the year amounted to £5,328,000 The directors have not recommended a dividend
Financial risk management objectives and policies

The company's operations are financed by way of the group's treasury operations and it does not have
any external funding

The management's financial nsk management objective 1s to retain suffictent iquid funds to enable it to
meet its day to day obligations as they fall due

The directors have assessed the main nisks facing the company as being

> Raw matenal price,
> Competitive pressures, and
> Payment default by customers

The company establishes long term partnership arrangements with suppliers with whom they work to
manage raw material price volatihty

The nsk from competitive pressures Is managed by buillding strong partnerships with customers and
providing them with the highest standards of quality and service

The company works closely with its customers to mitigate potential payment default and, where 1t 1s
available, utiise credit insurance




BOWATER BUILDING PRODUCTS LIMITED
THE DIRECTORS' REPORT {continued)
YEAR ENDED 31 DECEMBER 2012

Directors
The directors who served the company during the year were as follows

D A Jones
G Fitton
C Torley

Policy on the payment of creditors

The company's policy 1s to agree settlement terms with its supphers and then to abide by those terms
This policy will continue for the forthcoming year The average non-group creditor payment period of
the company at 31 December 2012 was 62 days (2011 - 70 days)

Directors’ responsibilities

The directors are responsible for preparing the Directors' Report and the financial statements in
accordance with applicable law and regulations

Company law requires the directors to prepare financial statements for each financral year Under that
law the directors have elected to prepare the financial statements in accordance with United Kingdom
Generally Accepted Accounting Practice (United Kingdom Accounting Standards and applicable law)
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 prepanng those financial statements, the directors are required to

select suitable accounting policies and then apply them consistently,
- make judgements and estimates that are reasonable and prudent,

- state whether applicable accounting standards have been followed, subject to any matenal
departures disclosed and explained in the financial statements, and

- prepare the financial statements on the going concern basis unless it 1s inappropnate to presume
that the company will continue tn 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 safeguarding the assets of the company and
hence for taking reasonable steps for the prevention and detection of fraud and other irregulanties

In so far as the directors are, individually, aware
- there 1s no relevant audit information of which the company's auditor 1s unaware, and

- the directors have taken all steps that they ought to have taken to make themselves aware of any
relevant audit information and to establish that the auditor is aware of that information




BOWATER BUILDING PRODUCTS LIMITED
THE DIRECTORS'® REPORT (continued)
YEAR ENDED 31 DECEMBER 2012

Auditor

RSM Tenon Audit Limited were appointed as auditors dunng the vear and are deemed to be |
reappointed under section 487{2) of the Companies Act 2006 |

Swgned on behalf of the directors

G Fitton

Director




BOWATER BUILDING PRODUCTS LIMITED

INDEPENDENT AUDITOR'S REPORT TO THE MEMBERS OF BOWATER
BUILDING PRODUCTS LIMITED

YEAR ENDED 31 DECEMBER 2012

We have audited the financial statements of Bowater Building Products Limited for the year ended
31 December 2012 con pages 7 to 18 The financial reporting framework that has been applied in therr
preparation 1s applicable law and United Kingdom Accounting Standards (United Kingdom Generally
Accepted Accounting Practice)

This report 1s 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 opmnions we have formed

Respective responsibilities of directors and auditor

As explained more fully in the Directors’ Responsibilities Statement set out on page 3, the directors are
responsible for the preparation of the financial statements and for being satisfied that they give a true
and fair view Our responsibility 1s to audit and express an opinion on the financial statements in
accordance with applicable law and International Standards on Auditing (UK and Ireland) Those
standards require us to comply with the Auditing Practices Board's Ethical Standards for Auditors

Scope of the audit of the financial statements

An audit involves obtaining evidence about the amounts and disclosures in the financial statements
sufficient to give reasonable assurance that the financial statements are free from matenal
misstatement, whether caused by fraud or error This includes an assessment of whether the
accounting policies are appropriate to the company's circumstances and have been consistently
applied and adequately disclosed, the reasonableness of significant accounting estmates made by
directors, and the overall presentaticn of the financial statements In addition, we read zll the financial
and non-financial information in the annual report to identify matenal inconsistencies with the audited
financial statements If we become aware of any apparent material misstatements or inconsistencies
we consider the implications for our report

Opinion on financial statements
In our epinion the financial statements

. give a true and farr view of the state of the company's affairs as at 31 December 2012 and of its
loss for the year then ended,

. have been properly prepared in accordance with United Kingdom Generally Accepted Accounting
Practice, and

. have been prepared in accordance with the requirernents of the Companies Act 2006
Opinion on other matters prescribed by the Companies Act 2006

In cur opinion the information given 1in the Directors' Report for the financial year for which the financial
statements are prepared i1s consistent with the financial statements




BOWATER BUILDING PRODUCTS LIMITED

INDEPENDENT AUDITOR'S REPORT TO THE MEMBERS OF BOWATER
BUILDING PRODUCTS LIMITED (continued)

YEAR ENDED 31 DECEMBER 2012

Matters on which we are required to report by exception
We have nothing to report in respect of the following matters where the Companies Act 2006 requires
us fo 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 wisited 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 recewved all the information and explanations we reguwe for our audit

Christopher Hill, Senior Statutory Auditor
For and on behalf of

— - X
&M (evan. Bodix L{@
RSM Tenon Audit Limited
Statutory Auditor
Cedar House
Sandbrook Business Park
Sandbrook Way
Rochdale

Lancashire
OL11 1LQ

16 Apnl 2013




BOWATER BUILDING PRODUCTS LIMITED
PROFIT AND LOSS ACCOUNT
YEAR ENDED 31 DECEMBER 2012

2012 2011
Note £000 £000 £000 £000
Turnover 2
Continuing operations 12,995 11,363
Discontinued operations 21,933 36,579
34,928 47,942
Cost of sales 3 (34,876) (39,615)
Gross profit 52 8,327
Net operating expenses 3 (5,380) (12,025)
Operating loss: 5
Continuing operations (1,591) {2,175)
Discontinued operations (3,737) (1,523}
(5,328) (3,698)
lLoss on ordinary activities before
taxation (5,328) (3,698)
Tax on loss on ordinary activites 8 - -
Loss for the financial year (5,328) (3,698)

The company has no recognised gains or fosses cther than the results for the year as set out above

The notes on pages 9 to 18 form part of these financial statements




BOWATER BUILDING PRODUCTS LIMITED
Registered Number 05088708

BALANCE SHEET
31 DECEMBER 2012

2012 2011
Note £000 £000 £000 £000
Fixed assets
Tangible assets 9 221 4,204
Current assets
Stocks 10 1,158 2,649
Debtors 11 2,865 8,130
Cash at bank and in hand 581 2,343
4,604 14,122
Creditors: Amounts falling due
within one year 12 (4,583) {12,286)
Net current assets 21 1,836
Total assets less current liabilities 242 6,040
Provisions for liabilities
Other provisions 15 (458} (928)
(216) 5112
Capital and reserves }
Share capital 19 - - !
Share premium account 20 13,600 13,600
Profit and loss account 21 (13,816) (8,488)
Shareholders’ funds 22 (218) 5112

These financial statements were approved by the directors and authorised for 1ssue on 16 Apnl 2013,

==

and arg signed on their behalf by

Y

D A Jones

The notes on pages 9 to 18 form part of these financial statements




BOWATER BUILDING PRODUCTS LIMITED
NOTES TO THE FINANCIAL STATEMENTS
YEAR ENDED 31 DECEMBER 2012

Accounting policies
Basis of accounting

The financial statements have been prepared under the historical cost convention, and In
accordance with applicable accounting standards

Cash flow statement

The company has used the exemption under Finance Reporting Standard 1, "Cash Flow
Statements”, and has therefore not prepared a cashflow statement A consolidated cash flow
statement 15 included in the financial statements of the ultimate parent company

Related parties transactions

The group has taken advantage of the exemption avallable under paragraph 3¢ of Financial
Reporting Standard 8, allowing non-disclosure of transactions between group undertakings

Turnover

Turnover 1s recogmised to the extent that the company obtains the nght to consideration in
exchange for it's performance Turnover i1s measured at the fair value of consideration received,
excluding discounts, rebates, VAT and other sales taxes or duty Turnover from the sale of goods
Is recognised when the significant nisks and rewards of ownership of the goods have passed to
the buyer, usually on despatch of the goods

Tangible fixed assets

Tangible fixed assets are stated at cost less depreciabon  Cost represents purchase price
together with any incidental costs of acquisition

Depreciation

Depreciation 15 calculated so0 as to write off the cost of an asset, net of anticipated disposal
proceeds, over the useful economic life of that asset as follows.

Leasehold Property - Ife of lease

Plant & Machtnery - 10% to 33 3% per annum straight line
Fixtures & Fittings - 20% to 33 3% per annum straight line
Stocks

Stocks are valued at the [ower of cost and net realisable value, after making due allowance for
obsolete and slow moving items

Raw maternials, consumables and geods for resale purchase are included at cost on a first in, first
out basis

Finished goods are included at cost of direct matenials and labour plus attributable overheads
based on a normal level of activity

Net realisable value 1s based on estmated seling price less any further costs expected to be
incurred prior to completion and disposal




BOWATER BUILDING PRODUCTS LIMITED
NOTES TO THE FINANCIAL STATEMENTS
YEAR ENDED 31 DECEMBER 2012

Accounting policies (contrmued)
Work in progress and contract accounting

Work in progress I1s valued on the basis of direct matenial and labour costs plus attributable
overheads based on a normal level of actvity

For long term contracts, profit 1s recognised by reference to the stage of completion of each
contract where there 1s reasonably certainty that the contract will be profitable Where the
cutcome of the contract cannot be established with reasonable certainty, no profit 1s recognised
Foreseeable losses are provided for in full at the point at which the loss i1s anticipated

Where amounts invoiced exceed the value of work done, the excess 1s accounted for as
payments received on account and 1s included within creditors Where the value of work done
exceeds the amounts invoiced, the excess I1s accounted for as amounts recoverable on contracts
and 1s included within debtors

Operating lease agreements

Operating lease rentals are charged to the profit and loss account on a straight ine basis over the
lease term

Pension costs

The company operates a money purchase pension scheme Contributions are charged to the
profit and foss account as they become payable in accordance with the rules of the scheme

Deferred taxation

Deferred tax 1s recognised 1n respect of all tming differences that have onginated but not
reversed at the balance sheet date where transactions or events have occurred at that date that
will result in an obligation to pay more tax, or & nght to pay less tax, or a nght to recewe
repayments of tax

Deferred tax assets are recognised only to the extent that the directors consider it more likely
than not that there will be suitable taxable profits from which the future reversal of the underlying
timing differences can be deducted

Deferred tax 15 measured on an undiscounted basis at the tax rates that are expected to apply in
the periods In which the tming differences reverse, based on tax rates and laws enacted or
substantively enacted at the balance sheet date

Foreign currencies

Transactions dencminated In foreign currencies are recorded at the rates of exchange ruling at
the dates of the transactions

Monetary assets and habilities are translated into sterling at the rates of exchange ruling at the
year end

Non-monetary assets and habilihes and transactions denominated in foreign currencies are
recorded at the rates of exchange ruling at the date of the transactions, or at an average rate for
the pericd If the rates do not fluctuate significantly

Alt exchange differences are taken to the profit and loss account

-10-




BOWATER BUILDING PRODUCTS LIMITED
NOTES TO THE FINANCIAL STATEMENTS
YEAR ENDED 31 DECEMBER 2012

Accounting policies (continued)
Financial instruments

Financial instruments are classified and accounted for as financial assets, financial habilities or
equity iInstruments, according to the substance of the contractual arrangement

Financial mstruments which are assets are stated at cost less any provision for imparment
Financial habiliies are stated at principal capital amounts outstanding at the period end  Issue
costs relating to financral habilities are deducted from the outstanding balance and are amortised
over the penod to the due date for repayment of the financial lability

An equity instrument 18 any contract that evidences a residual interest in the assets of the

company after deducting all of its habiities A financial hability s any contractual arrangement for
an entity to deliver cash to the holder of the associated financial instrument

Turnover
The turnover and lass before tax are attributable to the one principal activity of the company

An analysis of turnover 1s given below

2012 2011

£000 £000

United Kingdom 34,928 45918
QOverseas - 2,024
34,928 47,942

All of the company's turnover and ioss before taxation arises from the manufacture, distribution
and sale of extruded PVCu profile, door units, double glazed windows and related products and
contracting for the installation of windows and doors All of the company's operating assets are
used for this purpose

Analysis of cost of sales and net operating expenses

Continuing Discontinued

operations operations Total

£000 £000 £000
Year ended 31 December 2012
Cost of sales 11,805 23,071 34,876
Distnibution costs 562 1,795 2,357
Administrative expenses 3,719 804 4,523
Other operating mcome (Note 4) (1,500) - (1,500)
Net operating expenses 2,781 2,599 5,380

-1 -




BOWATER BUILDING PRODUCTS LIMITED
NOTES TO THE FINANCIAL STATEMENTS

YEAR ENDED 31 DECEMBER 2012

Analysis of cost of sales and net operating expenses (continued)

Continuing Discontinued

operations
£000
Year ended 31 December 2011
Turnover 11,363
Cost of sales 10,945
Gross profit 418
Distribution costs 525
Administrative expenses 2,318
Other operating income (Note 4) (250)
Net operating expenses 2,583
Operating loss (2,175)
Other operating Income
2012
£000
Rent receivable 250
Recharge of costs 1,250
1,500
Operating loss
Operating loss Is stated after charging/(crediting)
2012
£000
Depreciation of owned fixed assets 1,438
(Profit)/lcss on disposal of fixed assets (55)
Operating lease costs
-Plant and machinery 543
-Other 602
Auditor's remuneration - audit of the financial
statements 26
Auditor's remuneration - other fees 6
2012
£000
Auditor's remuneration - audit of the financial
statements 26
Auditor's remuneration - other fees
- Taxation services 6

operations
£000

36,579
28,670

7,909

5,187
4,245

9,432

(1,523)

Total
£600

47,942
39,615

8,327

5712
6,563
(250)

12,025

(3,698)

2011
£000
250

250

2011
£000
1,945

150

538
1,349

30
10

2011
£000

12 -




BOWATER BUILDING PRODUCTS LIMITED
NOTES TO THE FINANCIAL STATEMENTS
YEAR ENDED 31 DECEMBER 2012

Particulars of employees

The average number of staff employed by the company during the financtal year amounted fo

2012 2011
No No
Number of production staff 88 154
Number of administrative staff 82 100
170 254

The aggregate payroll costs of the abave were
2012 2011
£000 £000
Wages and salanes 6,600 7,158
Social secunty costs 676 772
Other pension costs 217 315

7,493 8,245

Directors' remuneration

The directors' aggregate remuneration and other payments in respect of qualfying services were

2012 2011

£000 £000

Remuneration recevable - 154
Value of company pension contributtons to money

purchase schemes - 31

Compensation for loss of directorship - 464

- 649

The number of directors accruing benefits under company pension schemes was as follows

2012 2011
No No
Money purchase schemes - 2

-13-




BOWATER BUILDING PRODUCTS LIMITED
NOTES TO THE FINANCIAL STATEMENTS
YEAR ENDED 31 DECEMBER 2012

Taxation on ordinary activities

Factors affecting current tax charge

The tax assessed on the loss on ordinary activities for the year I1s higher than the standard rate of

corporation tax in the UK of 24% (2011 - 26%)

2012

£000
Loss on ordinary activities before taxation (5,328)
Loss on ordinary activities by rate of tax (1,279)
Effects of
Expenses not deductible for tax purposes 3
Depreciation in excess of capital allowances 330
Transfer of tax losses 644
Unrelieved tax losses 332
Other timing differences (30)

Total current tax -

Factors that may affect future tax charges

2011
£000
(3,698)

(967)

42
509

371
39

At 31 December 2012, there are corporation tax losses of approximately £2 8m (2011 - £1 4m)
which are available for set-off against future taxable profits of the same trade

Tangible fixed assets

Leasehold Plant & Fixtures &
Property Machinery Fittings
£000 £000 £000
Cost
At 1 January 2012 1,417 17,670 1,795
Additions - 429 -
Disposals (2,930) (15,188) (1,781)
Reclassifications 1,513 (1,499) (14}
At 31 December 2012 - 1,412 -
Depreciation
At 1 January 2012 773 14,168 1,737
Charge for the year 95 1,315 28
On disposals {2,303) (12,865) (1,757)
Reclassifications 1,435 {1,427} (8)
At 31 December 2012 - 1,191 -
Net book value
At 31 December 2012 - 221 -
At 31 December 2011 644 3,602 58

Total
£000

20,882
429
(19,899)

1.412

16,678
1,438
(16,925)

1,191

221
4,204

-14 -




BOWATER BUILDING PRODUCTS LIMITED
NOTES TO THE FINANCIAL STATEMENTS
YEAR ENDED 31 DECEMBER 2012

10. Stocks
2012
£000
Raw matenals 796
Work In progress -
Finished goods 1
Long term contract balances 361
1,158
11. Debtors
2012
£000
Trade debtors 1,540
Amounts recoverable on contracts 1,167
Other debtors -
Prepayments and accrued income 158
2,865

12.

13.

14.

Included in trade debtors 1s an amount of £52,000 which i1s due after more than one year (2011 -

£128,000)

Creditors: Amounts falling due within one year

2012

£000
Trade creditors 1,392
Amounts owed to group undertakings 2,475
PAYE and social secunty -
VAT 195
Other crediters 5
Accruals and deferred income 516

4583
Pensions

The company operates a money purchase pension scheme Amounts due to the scheme at the

year end were £Nil (2011 - £3,000)

Deferred taxation

No provision has been made Iin the financial statements and the amounts unprovided at the end

of the year are as follows

2012
£000
Excess of taxation allowances over deprectation on
fixed assets 234
Tax losses avallable 645
Other timing differences 12

891

2011
£000
1,351
64
743
491

2,649

2011
£000
6,658
1,611
43
918

9,130

2011
£600
8,803
450
473
958

1,602
12,286

2011
£000

2,247
356
47

2,650

-15-




BOWATER BUILDING PRODUCTS LIMITED
NOTES TO THE FINANCIAL STATEMENTS
YEAR ENDED 31 DECEMBER 2012

14.

15.

Deferred taxation (continued)}

The deferred tax asset has not been recognised, as the balance 1s hot expected to crystallise,
and thus benefit current tax charges, in the foreseeable future

Other provisions

2012
£000
Property closure:
Balance brought forward 906
Movement for year (502)
404
Warranty:
Balance brought forward 16
Movement for year 38
54
Restructuring:
Balance brought forward 6
Movement for year (6)
Total provisions 458

Property Closure

Provision has been made for anticipated costs likely to be incurred under the terms of the various
leases, untl such time as the leases expire or may be assigned These costs are expected to be
incurred over periods up to the next four years

The movement in the year 13 compnsed of the transfer of provisions to VEKA plc £36,000, the
reversal of provisions brought forward of £313,000 and the utiisation of provisions brought
forward of £153,000

Warranty

Some of the Group's manufactured products are scld with a performance warranty for up to ten
years from the date of sale or installaton Provision 1s made for the estimated cost of this
commitment based on historic claims experience

The movement in the year 1s compnised of the utiisation of provisions brought forward of £16,000
together with new provistons m the year of £564,000

Restructuring
Provision has been made for restructuring within the business These costs are expected to be
incurred primarily within ane year

The movement n the year 1s compnised of the utiisation of provisions brought forward of £6,000

-16 -




BOWATER BUILDING PRODUCTS LIMITED
NOTES TO THE FINANCIAL STATEMENTS
YEAR ENDED 31 DECEMBER 2012

16.

17.

18.

19.

20

21.

Commitments under operating leases

At 31 December 2012 the company had annual commitments under non-cancellable operating

leases as set out below

2012

Land and
buildings
£000

Operating leases which expire
Within 1 year -
Within 2 to 5 years 605
After more than 5 years 170
775

Contingencies

2011
Other Land and
Items bullidings

£000 £000
25 -
67 709

- 170

92 879

Cther
ltems
£000

As at 31 December 2012 the company together with its parent underiaking are party to cross
guarantees under group banking arrangements with HSBC Bank plc At 31 December 2012, the
habilities covered by this guarantee were £6,765,000 (2011 £4,628,000)

Related party transactions

The group has taken advantage of the exemption available under paragraph 3c of Financial
Reporting Standard 8, allowing non-disclosure of transactions between group undertakings

Share capital

Authorised share capital:

4 Ordinary shares of £1 each

Allotted, called up and fully paid.

2012
No
4 Ordinary shares of £1 each 4

Share premium account

2012
£000
2011
£000 No
- 4

There was no movement on the share premium account during the financial year

Profit and loss account

Balance brought forward
Loss for the financial year

Balance carnied forward

2012
£000
(8,488)
(5,328)

(13,816)

2011
£000

2011
£000
(4,790)
(3,698)

(8,488)

-17 -




BOWATER BUILDING PRODUCTS LIMITED
NOTES TO THE FINANCIAL STATEMENTS
YEAR ENDED 31 DECEMBER 2012

22,

23.

Reconciliation of movements in shareholders’ funds

2012

£000
Loss for the financial year (5,328)
Opening shareholders' funds 5,112
Closing shareholders' {deficit)/funds (216)

Ultimate parent company

2011
£000
{3,698)
8,810

5112

At December 31 2012 the company's iImmediate parent company was VEKA plc and it's ultimate
parent was VEKA AG, a company registered in Germany Copies of the financial statements of

VEKA AG are available from the company's registered office

-18-




