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FORTERRA BUILDING PRODUCTS LIMITED

STRATEGIC REPORT

The Directors present their strategic report-for Forterra Building Products Limited for the year ended 31 December 2016.
GENERAL INFORMATION

Farterra Building Products Limited (the Company) is domiciled in the UK. The address. of the registered office of the
Company is 5 Grange Park Court, Roman Way, Northampton, England, NN4 5EA.

The Company. is the immediate subsidiary of Forterra Holdings Limited which in turn is the subsidiary of Forterra plc.
Together these companies comprise the Forterra group.

The Company’s principal activity is the manufacture and sale of bricks, both dense and lightweight blocks, precast
concrete, concrete paving and other complementary building products.

REVIEW OF THE BUSINESS

The following metrics are viewed by the Directors when assessing performance and position, and are therefore the
company'’s key performance.indicators (KPls).

The profit for the year, after taxation, amounted to £27.4 million, an increase of £9.0 million, .or 48.9%, from 2015.

Révenue increased by £6.5 million, or 2.3%,.to £293.0 million in 2016. Reflecting a strong performance in'the second half
of the year as volumes to house builders continued at a good rate and the de-stocking at merchants and distributors
eased towards the end of the year.

Cost of sales increased by.£5.1 million, or 3.1% between.2016 and 2015, amounting to £170.2 million in 2016, The
increase was largely in line with.the increase in revenue seen in the period.

Distribution costs decreased by £2.2 million, or 4.9%, to £42.4 million in 2016. This: decrease was primarily driven by
effective cost management and a number exceptional costs incurred within 2015.

Administrative expenses increased by £3.6 million, or 13.0%, to £31.2 million in 2016. This increase was primarily due to
the Company being stand-alone for the whole of 20186, whereas in the prior year, a number of administrative expenses,
such as staff costs, were absorbed by HeidelbergCement. In addition, in the current yearthe. Company was recharged
£1.6 million by Forterra plc for management services provided.

‘Other operating income.increased by £1.7 million to £2.2 million in 2016, primarily as a result of an indemnity payment
received from HeidelbergCement in the period which is detailed within note 6 to the financial statements.

Net finance expense decreased by £12.9 million, or 47.3%, to £14.4 million in 2016. This-decrease was due to the
refinancing undertaken by the. Company in April 2016. The interest rate on borrowings decreased from 8% to a rate of

2.25% plus.LIBOR during the year as a result of this. A decrease in the level of debt borrowed by the Company aitso

contributed to the decrease in expense.

The Company has.moved from a net liability position of £216.6 million in 2015 to a net asset position of £63.2m in 2016.
This movement is due to-the profit for the. year of £27.4 million, and the settlement of the prior year loan balance with Lone
Star Funds in part through a ¢apital contribution from Forterra plc. It has been replaced by an external loan, the balance of

‘which was £148.5 million at year end. Further information on this can be found within note 16 to the financial statements.

PRINCIPAL RISKS AND UNCERTAINTIES

The Board of Directors’ for the Company's ultimate parent, Forterra plc; has established both audit and risk committees
that meet regularly and work closely together to ensure that there is sufficient focus on procedure, the internat controi
environment and risk management with the Forterra group. This provides independent-assurance that activities are
appropriate and effective.

The principal risks. facing the Company can be categorised at a high level as market-and non-market (not listed in order of
priority).

Market risks include risks presented by changing economic conditions, competition, the impact of government policy on
demand, threats to the strength of the Company's relationships and reputation.
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Non-market risks; include risks which pdtentially threaten the:Company's-ability 1o opérate, suich as, availability of raw
‘materials, IT-failure, business disruption; quality, environment and health.and safety.

By order of the board’

A:G Thompson
Company secretary

Date: (‘S:\' J\/\U) ?,Opf



FORTERRA BUILDING PRODUCTS LIMITED

DIRECTORS’ REPORT

The Directors present their report and the audited financial statements of the Company for the year ended 31
December 2016.

DIVIDENDS

A dividend of £44.73 per share was paid to the Company’s parent undertaking, Forterra Holdings Limited in the
period.

POLITICAL DONATIONS
The Compaiy made no political donations during the period.
FINANCIAL RISK MANAGEMENT

The Company's activities expose'it to a variety of financial risks:(including movements in foreign currency and
interest rates), credit risk:and liquidity risk. The Company uses derivative financial instruments to manage certain:
risks. The riskmanagement framework governing the management of these and all other business risks s set by the
‘Board -of the-ultimate parent company, Forterra plc. The' Company’s financial instruments are set out:within note 17
of the financial statements.

Foreign exchange risk

The functional'and presentational currency of the Company is Pounds Sterling although some transactions are
executed'in Euros and a smail amount in'US Dollars. The transactional amounts realised or settled are therefore
subject to the effect of movements in these currencies against Pounds Sterling. Management of foreign currency
exposure is centrally managed by the Treasury function using forward foreign exchange contracts and currency
options. The principles of hedge accounting are not applied.

Interest rate risk

The Company’s borrowings include a revolving credit facility and term loan facility agreement with a group of Ieadlng
banks. These facilities allow the Company to meet short, medium and long-term financing requirements at a margin
over LIBOR. The Company manages interest rate risk on an ongoing basis and reviews options available to hedge
part of the variable rate risk.

Credit risk

Credit risk associated with trade receivables results from normal commercial operations and procedures exist to
ensure that custorner credit worthiness is assessed and monitored sufficiently and appropriate credit limits are in
place and enforced. Trade:and other receivables are stated net of management estimated bad debt provisions.
Deposits with banking institutions also give rise to credit risk. To dilute and mitigate the risk the Company deposits
cash and cash equivalents with highly rated counterparties.

Liquidity risk

The Company's borrowing facilities: are available to ensure that there is sufficient liquidity to exceed maximum
forecast cash flow requirements.in all reasonably possible circumstances. The Company monitors cash flow on a
weekly basis to ensure that headroom exists within current agreed facilities.

GOING CONCERN

The Company's business activities, together with the factors likely to affect its future development, its financial
position and approach to financial risk management are set out in the Strategic report and this Directors report.

The Company meets its day-to-day working capital requirements through its cash reserves and borrowings. The
Company's forecasts and projections, taking account of reasonably possible changes in trading performance, show
that the Company should. be able to operate within the level of its current cash reserves and borrowings. After
making enquiries, the Directors have a reasonable expectation that the Company has adequate resources to
continue in ‘operational existence for atleast one year from the-date that the financial statements are signed. The
Company therefore adopts the going concern basis'in preparing its financial statements.



FORTERRA BUILDING PRODUCTS LIMITED
DIRECTORS" REPORT (CONTINUED)

DIRECTORS
The Directors who sérved during the year and to the date of this report were:

B:d Guyatt

$ R Harrison

M R J Clay

J Bradley (resigned 11.April 2016)

S D Dasani (appointed 11 April 20186)

A J Smith (appointed 11 April 2016)

G W A Stewart (appointed 11 April 2016)
~E T Haslam (appointed 25 April 2017)

DIRECTORS INDEMNITIES

Qualifying third party indemnity provisions for the benefit of its: Directors are in place under which the. Compariy has
agreed to indemnify the Directors’ to the extent permitted by law and by the Articles of Association, against:all liability:
arising in respect of any -act or omission in the course of performing their duties.

RESEARCH AND DEVELOPMENT

The Company is fully committed to research and development. it continually reviews the range of products it:
produces in-order to meet the changing requirements of the market place. Research costs are expensed inthe year
in which they are.incurred. Development costs are capitalised in line with IFRS requirements.

FUTURE DEVELOPMENTS

2017 has started well, building on the momentum seen in the second half of 2016. The Company continues to:see
strong activity levels from the imajor housebuildérs and positive indications from these customers for at least the first
half of the year. It appears that the destocking in the builders' merchants supply chain is now. largely complete. As
anticipated, price increases for the year were agreed with most customers in order to cover the increases in the cost
base.

Based on the-order book and current levels. of activity, the outlook for the first half of the year is goad. The Company
has less visibility on the:second half, however a more balanced outcome between the first and second halves than'in
2016 is. anticipated.

POST BALANCE SHEET EVENTS

On 23 January 2017 Lone Star Funds sold 23,000,000 Ordinary shares jn the Comipany’s ultimate parent, Forterra
plc. On 25 April 2017 Lone Star Funds sold its remaining shareholding of 105,666;827 Qrdinary-shares. This
disposed of the entirety of its shareholding in Forterra plc.

EMPLOYEES

During the year the policy of providing employees with information about the Company has been achieved through.
newsletters, intranet and employee brigfings. Regular employee forum meetings are held between management and
employees.to allow a free flow of information.

The Company gives every consideration to applications for employment from disabled persons where the:
requirements of the job may be adequately fulfilled by a disabled person.,

Where existing employees become disabled, it is the Company’s policy, wherever:applicable, to provide.continuing
employment under normal terms and conditions and to provide training and career development-and promotion
where appropriate.

BRANCHES OUTSIDE THE UNITED KINGDOM

There were no branches outside the United Kingdom during the ‘period:



FORTERRA BUILDING PRODUCTS:LIMITED
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DISCLOSURE OF INFORMATION TO-AUDITORS
Each of the persons who are: Directors: at the time:when this Directors’ report is -approved has confirmed.that:
« So faras that Director is.aware; there'is: o relevarit audit informatian of which the Company's auditor is.
unaware;-and
¢ ThatDirector has taken all steps that ought to have been taken as a Direclor in order to be aware-of any
relevant:audit information and to.establish that the: Company’s -ayditor is aware-of that information.

AUDITOR

Ernst & Young LLR; having confirmed their willingness:to act, will corttinue in office as auditors of the Company.

By:oerder of thé:board.

_AGFgmpsen
Company secrétafy

Date: ﬁ} )U\/‘J} w\}



FORTERRA BUILDING PRODUCTS LIMITED

DIRECTORS* RESPONSIBILITIES STATEMENT

The Directors are responsible for preparing the strategic report; the Directors’ report and. the. financial statements fin
accordancewith applicable laiws and regulations.

Company law requires-the Directors; o prepare financial statéments for éach financial year. Under-that-law-the
Directors. have elected to prepare: the financial statements in accordance with applicable law
Accounting ‘Standards (United Kingdom. Generally Accepted Accounting Practice), includ g FRS ‘01 Reduced
Disclosure Framework (FRS 101). Under company law the: Directors: must not.approve the financial staterents:
unless they- are satisfied thatihey give a true:and fair'view.of the state of affairs of the Companyand its: profit or loss
for the period. In preparing these:financial statements.. the Directors are required to:

o select suitable accounting’palicies -and then apply them-consistently;

e make judgements and ac(:ogh;i,ﬁg‘ estimates that.are reasonable :and prudent;

» sfate whether [FRSs as: adopted by:the European Union and the ‘applicable United Kingdom A¢touniting
Standards, including FRS. 101, have beenfollowed, subject to any:materiai‘departures distiosed and
explained in the finangial statements: -

o notify the Comipany’s shareholders in writing about the use of disclosure exemptions, if ‘any, of FRS' 101
used in the preparation of financial statéments; .and

« prepare the financial statemerits on the going concern basis unless it isiinappropriate fo presume! that:the
Company will continue in business;

The Directors. are responsible for'keeping adequateraccounting fecords that are sufficient to show:and explain the
company'’s transactions and disclose with reasonable accuracy ne the financial position of the.Company:and
enable them to ensure that the financial 'statements comply with the: Companies A6t 2006. They are also résponsible
for safeguarding the-assets of the Company.and hence:for taking reasonable steps:for the- prevenuon -and detection
of fraud and other irregularities.




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

We havie audited the financial statements .of Forterra Building Products Limited. for the year ended 31 December
2016: which comprise the statement of comprehensive income, balance sheet, statement of changes in equity and
the related notes1 to 27. The financial reporting framework that has been applied in their preparation i$ applicable
law and Uriited Kingdom Accounting Standards (United Kingdom Generally Accepted Accounting Practice), including
FRS 101 “Reduced Disclosure Framework”.

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 tequired 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 assuime responsibility. to anyone otherthan the company and the company’s
members as-a body, for our audit work, for this report,.or for the opinions we have formed.

Respective responsibilities of Directors and auditor

As:explained more fully in the Directors’ Responsibilities Statement set out on page 8, the Directors are responsible
for the preparation of the financial statements.and for being satisfied that they give a true and fair view. Our
responsibility is to audit and express an opinion on the financial statements in accordance with applicable law and
International Standards on Auditing (UK and Ireland). Those staridards:réquiré 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 disciosures in the financial statements sufficient to give
‘reasonable assurance thatthe financial statements are free from material 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
acecounting estimates made by the.Directors; and the overall presentation of the financial statements. In addition, we
read all the financial and non-financia! information in the Strategic report and Directors’ report to identify material
inconsistencies.with the audited financial statements and to identify any information that is apparently materially
incofrect based on, or materially inconsistent with, the knowledge acquired by us in the course of performing the
audit. If we become aware of any apparent material misstatements or inconsistencies we consider the implications
for our report.

Oplnion: on financial statements

In our-opinion the financial statemernits:

e give a true and fair view of the state of the company’s affairs as at 31 December 2016 and of its profit for
the year then ended,

. have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Practice,
including FRS 101 “Reduced Disclosure Framework”; and

o 'have been prepared in accordance with the requirements-of the Companies Act 2006.

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.

».  the Sfrategic Report and the Directors’ Report have been prepared in accordance with applicable legal
‘requirements.



INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF FORTERRA BUILDING PRODUCTS
LIMITED (CONTINUED)

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 identified no material misstatements in the Strategic Report or Directors’ Report.

We have nothing to report in respect of the following matters where the Companies Act 2006 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.

me/@ %’4’\ LJUO

Peter Mclver (Senior Statu auditor)

For and on behalf of

Ernst and Young LLP

1 More London Place

London 69( (}*AL:) ’L()\%

SE1 2AF
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FORTERRA BUILDING PRODUCTS LIMITED

STATEMENT OF COMPREHENSIVE. INCOME
For the year ended 31 December 2016

Rewvenue:

Costofsales

‘Gross profit
Distribution-costs.
Administrative expenses
Other operating income
Operating profit

EBITDA before exceptional iterns:
Exceptional items

Depreciation and amortisation:
Operating profit.

Netfinance expense

Profit before tax

Income taxexpense .
Profit for the year attributable to equity shareholders: of the:
parent

Total comprehensiveincome for the year attributable to:
equityshareholders.of the parent

_ Note: 2016 2015
) £m £m
293:0 2865
(170.2) {165.1)
122.8 1214
{42.4) (44.8)
{312) (27.6)
4 2.2 05
3 51.4 49.7
70.8 70.4
6 (9.0) (11.3)
10,11 (10.4). (9:4)
51.4 497
8 (14:4) (27.3)
37.0 22.4
9 {9.6) (4.0)
27.4 18:4
27.4 18.4:

11



FORTERRA BUILDING PRODUCTS LIMITED

BALANCE SHEET
At 31 December 2016

Note 2016 2015

£fm £m
Assets
Fixed assets
Property; plantand equipfent 10 14432 14905
intangible.assets 11 7.7 7.3
lnvestments 12 - 16
Deferred tax assets: 19 0:4 18
1553 160.2
Current:assets
Inventories 13 39.0 407
Trade and other.receivables: 14 36.9 51.3
Cash:dand-cash eduivalents 56.2 23.9
132.1 1159
Creditors: amotunts.falling due within one year
Trade and otherpayibles 15 (57.5) (70.3)
Income taxliabilities (3:8) ¥1.9).
Loans-and borrowings 16 ] (10.7) (405:6)
‘ (72.0) (477.8)
Net current assets/(jiabilities). %0 {361.9)
Total assets less current liabilities . 215.4 " (201.7)
Creditors: amounts falling due after more than one yéar
Loans and borrowings 16 (137:8)
(137.8) .
Provisions for other liabilities and charges. 18 _ (14.4) {14.9).
Net assets/(liabilitie’s) - 63.2 {216.6).
Capital and.reserves attributable to equity shareholders of:
the parent
Share capital 20 0.1 0.1
Share premium 20. 46.5 46.5
Merger reserve: 22 (:290.3) (280:3)
Capital contribution reserve: 23 256.4
Retained earnings 50.5. 274
Total:equity: 63.2 (:216.6)

The notes on pages 14 to 29 ‘are an integrai part:of these financial statements.

Approved by-the Board of Directors: on and signed on.their behalf by

Director \ \r)‘



FORTERRA BUILDING PRODUCTS LIMITED

STATEMENT OF CHANGES IN. EQUITY
Forthe year ended 31 December 2016

Note: ‘Share Share Mérger Capital  Retained Total
capital ‘premium reserve contribution earnings -equity
3} . reserve

£m £m - £m. £m £m £m

Bafarice at January.2015 0.1 46.5 (290:3). L. 8.7 (235.0)

Profitfor the year - - - ) - 18.4 184

v‘f?it'a!:.com?rehensi»e income i ] ) ] 18.4 18.4
for'the:year

Balance at-31 December 2015 0. 46.5 (290.3) ’ - 2741 (216.6)

Profitfor the year - - - - 274 27.4

Total comprehensive income: . 5 . . 27.4. 274
forthe year

Dividends- paid’ 21 - - - - (4.0). (4.0)

U ltlr‘n:ate parent.company loan; 23 - R } 256.0 : 256.0

forgiven
Share-based payments 23 - - - 0.4 - 04
Balance:at 31 Decenmiber 2016 04 ' 46.5 (290.3) 256.4. 505 63.2

13



FORTERRA BUILDING PRODUCTS LIMITED

NOTES TO THE FINANCIAL STATEMENTS

1. ACCOUNTING POLICIES

Forterra Building Products Limited {the. Company) is incorporated and domiciled in the UK. The Company’s address is 5
Grange Park Court, Roman Way, Northampton, NN4 5EA.

The principal activity of the Company is the manufacture and sale of bricks, both dense and lightweight blocks, precast
concrete, concrete paving and other complementary building products.

The principal -accounting policies: are set out below. Thése policies have been consistently:applied to the period presented,
unless otherwise stated.

(a) Basis of preparation

The financial statements of the Company have been prepared in accordance:with Financial Reporting Standard 101
Reduced Disclosure Framework.(FRS 101), under the historical cost:convention and in accordance with the Companies
Act 2006.

The Company's. ultimate parent undertaking, Forterra plc, includes the Company inits consolidated financial statements.
The consolidated financial statements of Forterra plc are prepared in accordance with International Finaricial Reporting
Standards.

The preparation of financial statements. in conformity with FRS 101 requires the use. of certain critical accounting
estimates. It also requires management to exercise its judgements 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 disclosed in note 2.

The followirg e'xemptibns from the requirements of IFRS have been applied in the preparation of these financial
‘statements, in accordance with FRS 101:

s IFRS 7, ‘Financial instruments: Disclosures!;

e Paragraphs 91 to 99 of IFRS 13, 'Fair value measurement' (disclosure- of valuation techniques .and inputs used for
fair value measureriient of assets and liabilities);

s Paragraph 38 of IAS 1, ‘Presentation of financial statements’ comparative information requirements in respect of:

o (i) paragraph 73(e) of IAS 16 Property, plant and equipment;
o (iiiy paragraph 118(e) of 1AS 38 Intangible assets (reconciliations between the carrying amount at the beginning
and end of the period); )

* The following paragraphs of IAS 1, ‘Presentation of financial statements’:

10(d), (statement of cash flows);

16 (statement of compliance with all [FRS);

38A (requirement for minimum of two primary statements, including cash flow statements),

111 (cash flow statement information); and

134-136 (capital management disclosures);

e |AS 7, ‘Statement of cash flows’;

» Paragraphs 17 and 18(a) of IAS 24, ‘Related party disclosures’;

* The requirements in IAS 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; and

e Paragraphs 134(d)-134(f) and 135(c)-135(e) of IAS 36, 'Impairment of assets' (assumptions involved in estimating
recoverable amounts of cash generating units containing goodwill or intangible assets ‘with indefinite useful lives: and
management's approach to determining these amounts).

»  Paragraphs 45(b) and 46 to 562 of IFRS 2 Share-based payments; the entity is a subsidiary where the share-based
payment arrangement concerns equity instruments of another group .and equivalent disciosures. are inciuded in the
consolidated financial statements of the group.

o 0 00O

These financial statements-are presented in Pounds Sterling (GBP) and all.values are rounded to the nearest hundred
thousand, unless otherwise indicated.
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FORTERRA BUILDING PRODUCTS LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
1. ACCOUNTING POLICIES (CONTINUED)

(b) Going Concern

The Company meets its day-to-day working capital requirements through its- cash reserves and borrowings. The
Company's forecasts and projections, taking. account of reasanably possible changes in trading performance, show Lhat
the Company should be able to operate within the level of its current cash reserves and borrowings. After making
-enquiries, the Directors have a reasonable expectation that the Company has adequate resources to continue in
operational existence for at least one year from the date that the financial statements are signed. The Company therefore
adopts the going concern basis in preparing its financial statements.

(c) Foreign currency translation

The functional currency of the Company is Pounds Sterling; the currency of the primary economic environment.in which
the Company operates.

Foreign currency transactions are translated into the functional currency using the exchange rates prevailing at the
transaction date. Foreign exchange gains and losses resulting from the settlement of such transactions, or from the
translation of monetary assets and liabilities denominated in foreign currencies at period end, are recognised in'the
statement of comprehensive income.

Foreign exchange gains and losses that relate to borrowings from related parties and cash and cash equivalents are
presented in the statement of comprehensive income within net finance expense. All other foreign exchange gains and
losses are presented in the statement of comprehensive income within other operating income.

(d) Revenue

Revenue is measured at the fair value of the consideration received or receivable, and represents amounts for goods
supplied, net of rebates, discounts, returns and value added taxes. The Company recognises revenue when the goods
have been delivered and the risks and rewards have passed to the purchaser. The Company provides volume based
rebates to certain customers normally on an annual basis. The estimated obligation at the year end is recorded within
accruals and other payables.

Substantially all revenue recognised in the statement of comprehensive income arose from the sale of goods within the:
United Kingdom.

(e) Exceptional costs

“The Company presents as exceptional items on the face of the statement of comprehensive income, those material items
of income and expense, which, because of the nature and expected infrequency of the events giving rise to them, merit
separate presentation to allow shareholders to better understand elements.of financial performance in the period.

(f) Property, plant and equipment-

ltems of property, plant and equipment.are stated at cost less accumulated depreciation and impairment losses. Cost
includes the original purchase price of the asset, costs attributable to bringing the asset to working condition for intended
use, the initial estimate of any decommissioning obligation and associated changes to those estimates. When components
of an item of property, plant and equipment have different useful lives, those components are accounted for as separate
assets. Subsequent costs are included in the asset's carrying value where they meet the recognition criteria.

Assets are derecognised .on disposal. Gains and losses on disposal are determined by comparing the proceeds with the
carrying amount of an asset and are recognised in the statement of comprehensive income. Where no future economic
benefit is expected from the use of an asset, a provision is made against its carrying value in accordance with IAS 37.

Land and construction in progress are not depreciated. For the other categories- of property, plant:and equipment,
depraeciation is charged to the statement of comprehensive income on a straight-line basis over their estimated useful
lives. The estimated useful lives.are as follows:
¢ Freehold buildings — 40 years

o Leasehold buildings —:Shorter of the useful life and the lease term

¢ Plant and machinery —4 to 25 years

Asset residual values are reviewed, and adjusted if appropriate, at each balance sheet date. The carrying amount of an
asset is written down if it is in excess of recoverable amount.

Borrowing costs and repairs and maintenance expenses are recognised as an expense in the statement of comprehensive
income.

15



FORTERRA BUILDING PRODUCTS LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
1. ACCOUNTING POLICIES (CONTINUED)

(g) Intangible assets

(i) Clay rights, merchant relationships and other intangible assets:

These mtanglble assets have finite lives and are carried at cost less accumulated amortisation. Amortisation is ‘calculated
using a straight-line method to allocate the cost of these intangible asséts over their estimated useful lives of 4 to 30
years. Amortisation of clay rights are treated.as cost of sales. Amortisation of all other intangible assets are treated as
administrative expenses.

(i)  Brand names
The Thermalite brand is classified as an indefinite life intangible asset due to the longevity of the brand:and there not.
being a time limit on when benefit will be gained.

Intangible assets with indefinite useful lives are not amortised but are tested at least.annually for impairment or whenever
events or circumstances indicate that the carrying amount may not be recdverable.

(h) Financial instruments

The 'Company determines the: classification of ﬂnancial assets and financial liabilities: at initial recognition. The principal

(i) Trade and other receivables (excluding prepayments)
Trade receivables are either amounts due from customers for goods sold in the ordinary course of business or amounts
owed by group undertakings. All trade receivables are expected to be settled in‘one year or less.

Trade receivables are reported net of provisions. Provisions are recorded. in a separate provision account with-the. loss
being recognised within administrative expenses in the statement of comprehensive income. On confirmation that the
trade receivable will not be collectable, the gross carrying value of the asset is written off against the associated provision.

(i) Trade and other paya'bles-(qxcluding statutory non-financial liabilities) . o
Trade and other payables are initially stated at fair value and subsequently measured .at amortised cost using the effective
interest method..

(i) Cash and cash equivalents

Cash and cash equivalents comprise cash balances and short-term deposits. Prior to February 2015 the treasury activities.
were centralised by HeidelbergCement AG and net cash collections were automatically. distributed and reflected as a cash
pooling related party receivable/payable.

(iv) Loans and borrowings

Loans and borrowings are initially recognised at fair value, net of attributable transaction costs, and are subsequeéritly
measured at. amortised cost using the effective interest rate method. Gains and losses arising on the repurchase,
settlement or otherwise cancellation of liabilities are recognised respectively in finance incomé. arid finarice. expense.

(v) Derivative financial instruments

The Company. uses derivative financial instruments, in particular forward foreign exchange contracts and options, to
manage the financial risks arising from business activities and the finanting of those activities. The Company does not use
derivative financial instruments for speculative purposes. No derivatives have been designated as hedges .in the periods.
presented.

(i) Inventories

Inventories are stated at the lower of cost and net realisable value. Cost includes the cost of direct materials and labour
plus attributable overheads based on a nermal level of activity. Net realisable value is based on.estimated selling price
less any further costs expected to be incurred in production and sale. The Company applies an inventory provision for
damaged, obsolete, excess and slow-moving inventory.

{j) Provisions

Provisions are recognised in the balance sheet when the Company has a present legal or constructive obligation as a
result of a past event, it is probable that an outflow of economic benefits will be reqwred to Settle that obligation and the
amount can be rehably ineasured. If the effect is material the provisions are determined by discounting the expected future.
cash flows at a pre-tax rate that reflects current market assessments of the time value. of money and the risks specific to
the liability. The change in provisions due to passage of time is recognised as a net finance expense.

Provisions are not made for future operating losses.
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FORTERRA BUILDING PRODUCTS LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
1. ACCOUNTING POLICIES (CONTINUED)

(k) Share capital

Ordinary shares are classified as equity. Incremental costs directly attributable to the issue-of new shares are shown in
share premium as a.deduction from the proceeds.

(1) Operatingleases

Leases in which a sigriificant portion of the risk and reward is not transferred to the Company are classified as operating
leases. Thetotal rentals payable under operating leases are charged to the statement of comprehensive income on an
accrual basis over the lease term. Operating lease incentives, which primarily include rent free periods, are capitalised and
released as a rental expense within the statement of comprehensive income over the lease term. The Company has no
finance leases.

(m) Net finance expense

Finance expense

Finance expense comprises: interest payable on borrowings from external and related parties, direct issue costs and
unwinding of discounts on long-term provisions. Finance expense is recognised in the statement of comprehensive
income as it accrues using the effective interest method.

Finance income
Finance income comprises interest receivable on funds invested.

(n) Current and deferred income tax

Income tax for the periods presented comprises current and deferred tax. Tax is recognised in the statement of
comprehensive income, unless it relates to items in other comprehensive income: or equity.

The current income tax charge is the expected tax payable on the taxable income for the year, using tax rates enacted or
substantively enacted at.the balance sheet date, and any adjustment to tax payable in respect of previous years.

Deferred income tax is recognised on temporary differences arising between the tax bases-of assets and liabilities and
their carrying amounts in the statement of comprehensive income. Deferred income 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.

(o) Employee benefits

The Company operates a defined contribution pension plan under which the Company pays fixed contributions. The
Company has no further payment obligations once the contributions have been paid. The contributions are recognised as
-an employee benefit expense when due.

2. CRITICAL-ACCOUNTING JUDGEMENTS AND ESTIMATES

The preparation of the financial information in conformity with FRS 101 requires management to make judgements,
estimates and assumptions. that affect the application of policies and reported amounts of assets and liabilities, income
and expenses. The estimates and associated assumptions are based on historical experience ‘and other factors that are
believed to be reasonable under the circumstances, the results of which form the basis of making the judgements about
carrying values of assets and liabilities-that are not readily apparent from other sources. Actual results may differ from
these estimates.

The Directors consider that the following -estimates and judgements are likely to have the most significant effect on the
amounts recognised in the financial statements.

(a) Impairment of Property, plant and equipment

Where there is evidence of potential diminution in value, the Company reviews an item of property, plant and equipment,
to assess whether the. recoverable amount exceeds the carrying value. The recoverable amount is defined as the higher of
fair value less costs to sell and value in use, which in‘turn is the present value of the future cash flows expected to be
derived fromthe asset. The estimate of value in use, and hence the outcome of the impairment test, is sensitive to the
assumptions made about the revenue growth, EBITDA margin, the long-term growth rate of the relevant market, and the
discount rate considered. appropriate to reflect the time value of money and any risks specific-to the asset that are not
reflected inthe cash flows:.

The Company did not recognise an impairment charge in relation to property, piant and equipment in the year.
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FORTERRA BUILDING PRODUCTS LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
2. CRITICAL ACCOUNTING JUDGEMENTS AND. ESTIMATES (CONTINUED),
(b) Impairment of Intangible assets

The Company evaluates its intangible assets with finite lives for indications of impairment whenever eventsor changes in
circumstances indicate that the carrying value nay not be recoverable: Factors that could trigger an impaitment.review
include Slgn(f icant underperformance relative to expected historical or projected future operating resuits, 'significant
changes in thé mannér of our use of the acquired assets or the strategy for our overall business or significant negative
industry or economic trends. Where there is evidence of diminution in value, the intangible asset is reviewed to assess
whether the recoverable amount exceeds the carrying value.

Assets not subject to amortisation including goodwill and brands are tested annually for impairinent; a5 discussed in note
11.

The.recoverable amount is defined as.the higher of fair value.less costs to sell and-value in use, which in turn'is the
present value of the future cash flows expected to be derived from the asset. The estimate of value in.use, and herice the
outcome: of the impairment test, is sensitive to the assumptions made about the revenue. growth, EBITDA margm the
long-term growth rate of the relevant market, and the discount rate considered appropriate o reflect the time valie of
money and any risks specificto the asset that aré not reflected in the cash flows.

(c) Provisions forrestoration and decommissioning obligations

The provisions for restoration and decommissioning obligations are made based on the Company's best estimate. of the
likely commitied cash outflow. These estimated outflows -are discounted to net present value, The key. estimates requiring
judgement associated with calculating the provision relate to the cost to perform the necessary remediation work as at the
reporting date together with determining the year of retirement. This estimation process requiires specialist input and. takes
into consideration the discount rate, infiation rate-and the:useful lives-of sites:.

{d) Accounting for customer rebates

The.Company has a number of contracts with its customers which contain volume driven rebate mechanisms.
Management are required to make judgements regarding the-expected rebate achievement and make appropriate
allowancefor these uncertain liabilities.

{e) Inventoryvaluation and provisioning

The carrying value of the Company's finished goods inventory, specifically the level of provisions recognised against.
potential obsalescence, requires commercial judgement.

(f) Exceptional items

Exceptional items -are disclosed .separately in the financial statements where management believes it is: necessary to do
so to better understand the financial performance of the Company.

Management has, considered both the costs associated with the, IPO-of the Company's ujtimate parent undertaking,
Forterra plc, in April 2016 and costs relating to the separation from HeidelbergCement AG in 2015-and Forterra Inc’in
2016 and has judged that presenting these transactions as exceptional items within the statement of comprehensive
income enables a full understanding of the Company's financial performance.
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FORTERRA BUILDING PRODUCTS LIMITED
NOTES TO THE FINANCIAL STATEMENTS {(CONTINUED)

3. OPERATING PROFIT

Profit from. operations’is stated aftér charging:

2016 2015

£m £m.

Depreciation and amortisation 104 9.4

‘Operating lease expense 6.7 5.2
4. OTHER'OPERATING INCOME:

‘Note 2016 2015

£m £m

Profiton digposal of property; plant and equipmient 02 -

Other income 0.6 0:5

Indemnity payment received 6 16

Loss ondisposal of subsidiary 6 (0:2) -

2.2 0.5

5. AUDITOR’S REMUNERATION

The: Company' paid the:following amourits to its. auditors in respect of the audit of the financial:statemenits.

Auditofthe financial statements

The Company has taken advantage &f the exemption. not to disclose amounts paid:for non-audit services as these

are discloséd in the group accounts.of its ultimate parent Forterra plc.

6. EXCEPTIONAL ITEMS

‘Transaction costs

Separation costs

Indefminity. payment-received

Loss on disposal-of investment in Structherm Ltd
Impairment of Structherm Ltd investment

2016 2015
£m £m
0:2 0.3:

2016 2015
£m £m
(9.1) (5:2)
(1.3) (4.0)
1.6 -
(0.2) -
- (2.1)
(9.0) (11.3)

Transaction costs.in both years relate to the IPO completed in April 2016 and associated non-récurring professioral

‘fees. Mahagementincentives related to the IPO amounted to £1.1m.

Separation ‘costs felate to the separation from HeidelbergCement AG'in 20ﬂ 5 and Forterra Inc in.2016. and include

rebranding, new:office.fit out-costs, set up of standalone IT operations and staff recruitment.

A cash tax indemnity. payment was received'in‘the year from HeidelbergCement AG relating to previous tax paid: ‘it

was |n|t|ally trecoghised as a contingent asset at zero: value but later revalued:to:£1.6m upon confirmation of receipt.

Arnvimpairment charge of £2:-1m'was: recognised in 2015 in relation to the Company's investment.in Structherm

Limited.. In Octeber: 2016 the: Company dlsposed ofits investment in Structherm Limited. A loss of £0.2m was

reco_gn_lsed as a resultof the: disposal.
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FORTERRA BUILDING PRODUCTS LIMITED

NOTES TO THE FINANCIAL. STATEMENTS: (CONTINUED)

7. EMPLOYEES AND DIRECTORS

(a) Staff costs for the:Company during the year

2016; 2015

£m £in

Wages and salaries 59.9: 57.9

Pension ¢osts 5.0 43

Social security costs. 56 54.
Share-based payiiients , 0:4.

709 676

(b) Average number of employees

The average monthly number ‘of persons (including Dirgétors) employed by the. Company in:the yéar is.set out inthe
table below:

. 2016 2015
Administration 132 85
Production and distribution 1,433 1,490,
1,565, 1,575.
(c) Directors’
The Difectors’ emoluments in the year were, as follows:
2016, 2015,
£m £m
Emoaliments (excluding pension contribdtions) 1.7 08
Companypension contributions 0. 0.1
1.8 0.9
“The highest:paid Director's emoluments in the year were as follows::
2016 2015
£m: £m
Emoluments: (excluding pension contributions) 0.5 04
Company.pension contributions: . - . -
05 04

Emoluments above:relate to payments made by Forterra Building Products Limited to;the Directors of the- Company:
From May‘2016 those Directors-who are also Directors of the: ultimate parent company; Forterra:plc, received
remuneration: from. Fortéria: plc. Included within opérating expenses is fa; fecharge ‘fﬁonj Forterra plc:which
encompasses administration costs including Directors emoluments: and other .corporate.overtieads.. It'is not:possible:
to-separately identify the amount of‘Directors emoluments within'this and accordingly no details ‘are provided. The
total emoluments for the Directors* of Forterra plc are disclosed within the published financial statements. of that.
company.

Included within the Directors emoluments for-the current year is & bonus of £0.8m which wa's paid. to' certain Directors
by Forterra Building Products Limited on the listing of Forterra plc on the Loridon Stock Excharige.
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FORTERRA BUILDING PRODUCTS LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

8. NET FINANCE EXPENSE

Interest payable on related party borfowings
Interést payable on.external borrowings
Other finance {expense)income’

9.  INCOMETAX

Currenttax:

UK corporation tax on profitfor the: year

Prior year adjustient.ofi UK corporation tax

Totdl cuirent tax

Origination and reversal 'of temporarydifferénces

Market value upliftto land tax base following de-grouping
Effectof.change in taxrates,

Effectofprior period:adjustments

Total deferred tax

income tax expense.

Profit on ordinary-activities; before tax

Profit on ordinary activities. multiplied. by the.rate of corporation

taxin the UK 0f20% (2015:20.25%):

Effects of:

Change in: taxrate

Expenses notdeductible fortaxpurposes

Market value uplift to land tax base following. de-grouping
Prior period adjustments

Income tax expense

2016 2015
£m’ £m
(10.4) (27.5)
(3.8)
{0.2) 0:2
(14.4) (27.3)
2016. 2015
£m £m
(8.3) (52
0.1 ) -
18.2) (5.2)
(1.0) "(1.2)
- 22

0.1 (0.3)
(0.:5). 05
(1_4)_ 12
(9:6) (4.0)
2016 2015
£m £m
370 224
(7.4) (4.5)
01 (0:3)
1.9). 1.9)
- 22
(0.4). 05
{9.6) 14.0)

The main rate of UK corporation tax.for 2016iis 20%. The Finance Act(No 2) 2015 which received Royal assent on

18 November:2015 includes legislation reducing the main rate of corporation tax to 19% effective from 1 April 2017

and then 18% éffectivé-from 1 April 2020, The Finance Bill 2016 (Royal Asserit received 15 September 2016)
introduced legisiation to further reduce thé main rate:of corporation:tax to: 17% effective from 1 April 2020.
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FORTERRA BUILDING PRODUCTS LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

10. PROPERTY, PLANT AND EQUIPMENT

Land and Plant.and Total
buildings machinery
£fm £m £m’
Cost
- At1 January 2016 . 81.8 784 159.9
- Additions 07 75 8.2
- Disposals - (2.4) (2.4)
- Changes in the value of decommissioning assets (0.3), - (0.3):
At 31 December 2016 82.2 83.2 165.4
Accumulated depreciation
- As at 1 January2016 (2:4) (8.0) (10.4).
- Depreciation (1.9) (8.2) (10.1)
- Disposals - 23 2.3
- Changes in the value of decommissioning assets - - “
At 31 December 2016 ' (4.3) (13.9) (18.2)
Net book amount
Al 1 January2016 79.4 701 149.5
At 31 December 2016 779 69.3 147.2°
Included within property, plant-and equipment are.assets under the course of construction of £2.7m (2015: £11.6m),
comprising £0.1m (2015: £0.1m) for land and buildings and £2.6m (2015: £11.5m) for plant and machinery.
11. INTANGIBLE ASSETS
Clay rights Merchant Brand Other Total
relationships names ]
£m £m £m Em £m
Cost
-As at1 January 2016’ 0.3 0.8 6.0 06 77
-Disposals - - 0.7 07
As:at 31 December 2016 0.3 08 6.0. 1.3 84
Accumulated amortisation )
- As at1 January2016 - (0.2) - 0.2y (0.4)
- Amortisation - - - (0.3) (0.3)
As:at 31 Deceimber 2016 . (0.2) - (0.5) (0.7)
Net book amount
As at1 January2016 03 06 6.0 0.4 73
7.7

As at 31 December 2016 03 06 6.0 0.8

Impairment review of intangible assets with indéfinite useful lives

Intangible assets with indefinite useful lives: consist of the Thermalite brand which is allocated to the Thermalite
CGUs within the Bricks and Biocks reportable segment when undertaking annual impairment tests.

The Company estimates the recoverable amount of CGUs 'using a value in usé model by projecting pre-tax cash

flows over the estimated useful life. The key assumptions uriderpinning the recoverable amouit of the CGUs-are
forecast revenue; EBITDA ‘margin, capital expenditure and discount rate.
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FORTERRA BUILDING PRODUCTS LIMITED

‘NOTES TO THE.FINANCIAL STATEMENTS (CONTINUED)

The forecast revenues ‘in the model are based on management's past experience and future éxpectations of
performance. The discount rate used in 2016 is prétax 10.6% (2015: 10%) derived from a°WACC calculation and
benchmarked against similar organisations operating within the sector. The terminal growth rate used in 2016 is 2%
(2015: 2%). The short-term growth rate is 3%.in 2016 (2015: 2%).

The recoverable-amount:in respect of the indefinite life-intangibles, as assessed by management using the-above.
-assumptions, is greater than the carrying amount and therefore no impairment charge has been booked in 2016
(2015: £2.4m). Management considér that it is not reasonably possible for the assumptions to change so significantly
as 10 eliminiate headrooni in each of the years: presented in these financial statements.

12. INVESTMENTS
In:October 2016 the: Company disposed of its investment in ‘Structherm Limited. The value of the investment held by
the Company. at the date of disposal was £1.6m. A loss of £0.2m"was recognised within other operating income as a
result.of the disposal.

In.addition to this the Company-also: holds immaterial investments in a number of dormant companies.

13. INVENTORIES

2016 2015

£m £m

Rawmaterials-and consumables 60 6.3
Finished goods. 315 327
Work in progress 1.5 1.7
39.0. 40.7

Wfife downs of inventories: recognised as ‘an expense in the-year were £1.3m (2015: £2.3m). Reversals of previous
ihventory write-downs in the: period were. £2.1m (2015: £1.0m).

There is no:significant différence: between the replacement cost of inventories and their carrying amounts.

14.. TRADE AND OTHER RECEIVABLES

2016 2015

£m £m

‘Trade receivables 30.0 26.8
Amounts owed bygroup undertakings 5.3 23.0
Other receivables 0.3 0.2
Prepayments @nd accrued income 1.3 1.3
369 51.3

Included within trade receivables are balances which are past-due at the balance sheet date but have. not been
provided:for. These balances rélate:to customers who have no recent history of default and' whose:debts are
considered to be recoverable. Trade receivables are considered for impairment either where there is an-identifiable
risk.of .non-payment or'the. balance is: overdue by greater than: 60 days.
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FORTERRA BUILDING PRODUCTS LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

15. TRADE AND OTHER PAYABLES

2016 2015
£m £m’

Trade payables 26.3 27.8
AmBunts owed fo group undertakings 56 150
Amoiints owed to relatéd parties, 0.7 -
‘Othertaxation arid-social security payable 37 2.9
Accruals -and other payables ) 21.2 254

575 703

16. LOANS AND BORROWINGS:

2016 .. . 2015
£m - £m

Non:current loans and‘borrowihgs:
External bank-loans. - principal 140.0 ;.a:
- unamortised debtissue costs 22) o
137.8 -

Current loans.and borrowings:

Borrowings from related parties - 405.6
External bank.oans - principal 100 -
- intgrest 0.7 -
T 107 4056
1485 4056

On 26 April 2016 the:Company entered ifito- a new facilities, agreement with a group of'leading banks under which it
has access to a £150 milliofi térm loadn facility and a £30. million révelving credit facility for five, years. Interestiis
payable on-amounts drawn down under the ‘agreement at-a rate of LIBOR plus & variable margin ranging from 1.50%
to 2.75%.. The margin for 2016-was set at'2.25%. ‘

The: facility is subject to: both financial and non-finaricial covenants: and is secured by. fixed charges iover the'shares
of both the Compariy: and the Company's parenit undertaking; Fortérra Holdings: Limited.
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FORTERRA BUILDING:PRODUCTS LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

17. FINANCIAL INSTRUMENTS

2016 2015
£m £m
Financial assets.at amortised cost

Cash and cash equivalents 56.2 239
Trade and other receivables (excluding prepayments) ) 35.6 50.0
91.8 73.9
2016 2015
£m £m

Anancial liabilities at amortised cost:
Trade and other payables (excluding nen-financial liabilities) 53.1 68.2
Loans and borrowings 148.5. 405.6
201.6 473.8

Financial risk management

The Company’s activities: expose it to a variety of financial risks (including movements in foreign currency and
interest rates), credit risk and liquidity risk. The Company. uses derivative financial instruments to manage certain
risks. The risk management framework governing the. management of these and all other business risks is set by the.
Board of the ultimate parent.company, Forterra plc.

Foreign-exchange risk:

The:functional and presentational currency of the Company is Pounds Sterling although some transactions are
executed in Euros-and 2 small amount in US Dollars. The transactional amounts realised or settled are. therefore
subject to the effect of movements in these currencies against Pounds Sterling. Management of foreign currency
exposure is managed by the Treasury function using forward foreign exchange contracts and currency options. The
principles of hedge accounting, are not applied.

Principal rate of exchange: Euro/sterling

2016 2015
Period ended 1.19 1.36
Average: 1.23 1.38

The Company. has entered into. forward foreign currency contracts and options to mitigate exchange-rate risk for
certain foreign:currency payables..At 31 December 2016, outstanding contracts. maturing within 6 months amounted
to €1.7m (2015: €nil) and outstanding contracts maturing between 6-12 months amounted to €1.3m (2015: €nil). In
addition the Company had currency options for the same amounts maturing over the same periods (2015: €nil).

Interest rate risk:

The Company’s borrowings include a revolving credit facility and term loan facility agreement with a group of leading
banks. These facilities allow the Company to meet short, medium and long-term financing requirements ata margin
over LIBOR. The Company manages interést rate risk.on an ongoing basis and reviews. options available to hedge
part of the-variable rate risk.

Credit risk:

Credit risk associated with trade receivables results. from normal commercial operations and procedures:exist to
ensure that customer credit worthiness is assessed and monitored sufficiently and appropriate credit limits are in
place and enforced. Trade and other receivables are stated net of management estimated bad debt provisions.
Deposits. with banking institutions also give rise to credit risk. To dilute and mitigate the risk the Company deposits
cash and cash equivalents with highly rated.counterpatties.

Liquidity risk:

The Company's. boerrowing. facilities are available to ensure that thefe. is sufficient liquidity to exceed maximum
forecast cash flow. requirements in all reasonably possible circumstances. The Company:monitors cash flow on a
weekly. basis to ensure that headroom exists within current agreed facilities.
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FORTERRA BUILDING PRODUCTS LIMITED
NOTES TO THE FINANCIAL. STATEMENTS (CONTINUED)

The maturity profile of contractual undiscounted cash:outflows; in¢luding expected interest payments; which are;

‘payable under financial liabilities at the balance sheet date is: set out below:

Lessthan One totwo Two.to Thieetd  Four tofive:
one year yeats threeyears  fouryears. years 2016
£m £m £m. £m £m £m
“Tradé and other payables:
(excluding ndn-financial liabilities) 53.1 - . - - 53.1
Loans :and borrowings 13.4 13.0 128 128 1108 162:6
Derivative financia!
instruments 2.6 _ - - - - 26
69.1 13.0 128 126 110.8 218.3
Less than One totwo Two'to. Threeto  Four to five
one year years. threeyears: = four years: ‘years. 2015
£m £m £ £m £m £m
Trade ard other payables.
{excluding non-financial liabilities) 68.2 - - - - 68:2
‘Loans :and. borrowings 4380 - B - 4380
Derivative financial
instruments - - = - - -
506.2 - - s - 5062
There is no material difference between the carrying value and fair value of the Company's financial.assets: and.
liabilities.
Derivative financial instruments result in contractual cash inflows and ‘outfllows’in 2017. At 31 December 2016 thereis
no material difference between the cash inflows and outflows and the' differérce betwéen fair value and carrying
value is insignificant.
18. PROVISIONS FOR LIABILITIES
Restoration and Other Total
Decommissioning
£m £m £m
At1 January 2016 17 3.2 14.9
Charged/(credited) to the income statement
- Additional provisions - 14 14
- Release of provisjons (0.5). (1.0) (1.5)
- Utilised amaunts . - 0.3) (0.3)
- Unwind of discouint: 0.2 - 0:2
‘At 31 December2016 ) 114 3.0 144
Analysed as:
2016 2015
£m £m
‘Naon-current 87 11.7
Current 5.7 32
14.4 149

All non-current. provisions are discounted at a rate of 2:65% (2015: 2.:65%).

The- total provisions balance is.made up.of provisions for restoration and decommissioning, ‘carbon ermissions,

dilapidation, defective materials, réstructuring and legal provisions..
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

When re-estimating the remaining lives of the Company’s facilities, where the cessation of extraction creates an
expectationthat short term restoration activities are probable, management have reclassified some restoration
provisions:from non-current in 2015 to current in 2016.

Restoration and decommissioning

The:Company is required to. restore quarrying sites to a state agreed with the planning authorities after extraction of
raw materials: ceases:and to decommission manufacturing facilities that havie been constructed. The. provisions for
restoration and deéommissioning are made based on the Company's best estimate of the: amount required to settle
the-obligations, taking account.of suitably qualified and experienced consultants and after establishing the. costs in
line with current practice and standards. These provisions are discounted by applying a.discount rate that reflects the
passage of time. Estimates are.revised annually-and in the case of decommissioning provisions are adjusted against
the:asset fo which the provision relates; which is then subject to an impairment assessment. Future costs are
expected to beincurred over the useful life of the sites which is.a period of up-to 50 years.

The impact-of changes in discount rate and inflation rates on the provision at year-end was nil (2015: £0.5m).
When re-estimating the remaining useful lives of the Company'’s facilities, where the cessation of extraction creates
an expectation that short-term restoration activities are probable, management have reclassified some restoration
provisions from non-current in 2015:to current in 2016.

19. DEFERRED TAX

‘The andlysis of deferred tax assets is-as follows:

2016: 2015
£m £m
Deferred tax.assets to be recovered after more than 12 months 0.4 1.8
The movemerit in deferred tax.assets arid liabilities during the year is as follows:
Fixed Provisions Intangible Share- Land Total
assets assets based
payments.
£m £m "~ £m £m: £m £m
Deferred tax.assets:
At 1 January 2015 2.4 15 (1.5) . (1.8) 0.6
Prior period adjustment 0.7 0.2 0.1 - (0.5) 05
(Charged) / credited to the .
income statement (1.3) ; 01 ) ) (1.2)
Effect of market uplift to land tax .
L . - - - - 2.2 2.2
base following de-grouping
Effect of rate changes: (0.2) (0.2) 0.1 - - (0.3)
At 1 January 2016 1.6 15 1.2) - {0.1) 1.8
Prior period adjustment (1.8) 0.3 0.5 - - (0.5)
(Charged) / credited to the
income statement (1-2) 0.1 : 04 ) (.0)
* Effect.of rate changes: 0.2 (0.1) - - < 0.1
At 31 December 2016 (0.7) 1.8 (0.7) 0.1 {0.1) 0.4

Deferred tax is calculated on temporary differences between the tax base. of assets and liabilities and their carrying
amounts, using the: corporation tax rate applicable to the timing of their reversal.

Deferred tax assets:and liabjlities are only offset where there.is a legally enforceable right to offset and thére is an
intention to settle the balances net.
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NOTES: TO. THE FINANCIAL STATEMENTS (CONTINUED)

Deferred: tax assets and liabilities are only offset where there is a legally-efiforceable tight:to. ffset and there is :an
intention to settle {hé balances net.

'probable that these- assets wnll be recovered
'20. SHARE CAPITAL AND SHARE PREMIUM

‘Called up share capital consists.of 89,627 Ordinary shares of £1 each. Each Ordinary share has' 1‘vote attaching.

Ordinary: Share:
shares  premium
£m £m-
Allotted, called up and fully paid:
A1 Janaury'2016 0.1 46.5
At 31 December 2016 o 0.1 46.5
21. DIVIDENDS
2016 ) 2015
£m £m
Amounts recognised as distributions t Forterra Holdings in the year:
Dividend of £44.73 per share 40 -

4.0 L

22. MERGER RESERVE

On1t September 2014, HeidelbergCemenit, the. Company's parent undertaking at that date, transferred certain trade
and assets relafing to the production: and sale of bricks, both dense and Ilghtwelght blocks; precast concrete;
concrete paving and other complimentary building products from subs:dlary undenakmgs to:the Company for
-consideration of £447.7m. The assets and liabilities were measured at their prevnous carrying amounts and the
difference between thé considération and the .net assets acquired. is reﬂected i the merger reseive. This accounting
treatment reflects-the fact that the Company was.under the cornitrol .of HeidelbergCernent atthe point that this:
reorganisation was éeffacted..

23. CAPITAL CONTRIBUTION RESERVE

Onthe IPO of the. ultimate:: ;parent undertaking, Forterra. plc; the Cornpariy’s loan balanceof £405: Om was settied.
This was partly met.by the proceeds received, on refinancing, with Fortérra ple forgiving the remaining debfs due. The:
Tforgiving of this loan createda capital contribution reserve,

In addition, Forterra plc compensates certain key management and other-emplayees: for:services provuded to the:
‘Gompany: The value, of service is recognised as an incréase in the capital contribution reserve.
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24. CAPITAL AND:OTHER COMMITMENTS:

The Company's total. commitments undersnon-cancellable-operating leases: are’set out below::

2016 2015
‘£fm £m

Land and buildings
‘Within one yea#’ 07 0.8
Bétwgen one and five:years. 21 24
After five years 5.5 42
8.3 )

Other

n: 6.2 8:0
Between one and five-years' 16.3 19.7
After five:years 0.9 2.0
234 277

Capital expenditure contracted for at the:end of the reporting period butinot yet incurred is as follows:

2018 2015,

£m £m

Property; plant and equipmiefit 1.3 23
lntanglble assets 0:4 -

25, RELATED PARTIES

‘The Company has:taken. advantage of the exemptions available to subsidiary undertakings under FRS: 101 by not
-dnsclosing transactions with related parties.

26. POST BALANCE SHEET EVENTS

On 23 Jgnuary. 2047 Lone StarFunds sold 23,000,000 Ordinary shares in tfié:.Company's- ultimate-parent, Forterra
plc. On 25 April 2017 Lone Star Funds sold its remaining shareholding of 105,666,827 Ordinary sharés. This:
disposed-ofthe entirety of’its shareholding’in Forterra plc.

27. ULTIMATE CONTROLLING PARTY

From:25.April 2017 when, Lone Star Funds sold its shareholding.in the. Company’s: ultimate parent; Forterra plc was

no longer under the:control of an ultimate:¢ortrolling party.
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