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IMPORTANT NOTICE 
THIS PRESENTATION IS STRICTLY CONFIDENTIAL AND IS BEING PROVIDED TO YOU SOLELY FOR YOUR INFORMATION. THIS PRESENTATION HAS BEEN PREPARED BY NORCROS PLC (THE "COMPANY") 
IN CONNECTION WITH A POTENTIAL PLACING (THE "PLACING") OF THE ORDINARY SHARES OF THE COMPANY (THE "ORDINARY SHARES") AND POTENTIAL ACQUISITION OF MERLYN INDUSTRIES 
LIMITED (“MERLYN") BY THE COMPANY (THE "ACQUISITION"). THIS PRESENTATION IS PRELIMINARY IN NATURE AND IS SUBJECT TO UPDATING, REVISION AND AMENDMENT. THIS PRESENTATION MAY 
NOT BE REPRODUCED IN ANY FORM, FURTHER DISTRIBUTED OR PASSED ON, DIRECTLY OR INDIRECTLY, TO ANY OTHER PERSON, OR PUBLISHED, IN WHOLE OR IN PART, FOR ANY PURPOSE, IN OR 
INTO OR FROM THE UNITED STATES, AUSTRALIA, CANADA, JAPAN, SOUTH AFRICA OR ANY OTHER RELEVANT JURISDICTION WHERE TO DO SO WOULD CONSTITUTE A VIOLATION OF THE RELEVANT 
LAWS OF SUCH JURISDICTION. 
 
This presentation, and any ancillary documents relating to it, any oral presentation and any question or answer session (together, the "Presentation") is being furnished to each recipient solely for its own information in relation 
to the Placing and the Acquisition. The Presentation does not, and is not intended to, constitute or form part of an offer to sell, or a solicitation of an offer to purchase, subscribe for or otherwise acquire, any securities of the 
Company.  
 
The Presentation is an advertisement and not a prospectus and has not been approved by any applicable competent authority (including the FCA). Recipients should not purchase, subscribe for or otherwise acquire any 
securities of the Company except on the basis of information in the final version of the prospectus to be published in connection with the Placing (if published in due course by the Company) which will supersede the 
Presentation in its entirety. Copies of any such prospectus would, following publication, be available from the Company’s registered office.  
 
Some of the information in the Presentation or given at the meeting at which the Presentation is made is still in draft form and will only be finalised at the time of publication of the Prospectus. No reliance may be placed, for 
any purposes whatsoever, on the information contained in the Presentation or on its accuracy, fairness or sufficiency, and the Presentation should not be considered a recommendation by the Company or Numis Securities 
Limited ("Numis") or any of their respective directors, officers, employees, agents, affiliates or advisers in relation to any purchase of or subscription for securities of the Company. The information and opinions contained in 
the Presentation, are subject to change without notice and do not purport to contain all information that may be required to evaluate the Company.  
 
None of the Company, Numis, Merlyn, their respective directors, officers, employees, agents, affiliates and advisers, nor any other party undertakes or is under any duty to update the Presentation or to correct any 
inaccuracies in any such information which may become apparent or to provide you with any additional information. To the fullest extent permissible by law, such persons disclaim all and any responsibility or liability, whether 
arising in tort, contract or otherwise, which they might otherwise have in respect of the Presentation.  
The Presentation includes opinions, forward-looking statements and estimates, many of which are based upon various assumptions including, without limitation, management's examination of historical operating trends, data 
contained in the Company’s and Merlyn's records and other data available from third parties. Although the Company believes that these assumptions were reasonable when made, these assumptions are inherently subject to 
significant uncertainties and contingencies which are difficult or impossible to predict and are beyond its control, and the Company may not achieve or accomplish these expectations, beliefs or projections. 
 
The information contained in the Presentation is confidential and may constitute inside information for the purposes of the Criminal Justice Act 1993 and the EU Market Abuse Regulation (2014/596/EU) ("MAR"). You should 
not use this information as a basis for your behaviour in relation to any financial instruments (as defined in MAR), as to do so could amount to market abuse for the purposes of MAR. Dealing in shares in the Company prior to 
publication of a press release by the Company in relation to the Placing and the Acquisition could also constitute insider dealing for the purposes of the Criminal Justice Act 1993 and MAR. 
 
The Presentation and the investment or investment activity to which the Presentation relates is directed only at persons who are: (a) in member states of the European Economic Area, "qualified investors" within the meaning 
of Article 2(1)(e) of the Prospectus Directive ("Qualified Investors"); (b) in the United Kingdom, Qualified Investors (i) who have professional experience in matters relating to investments who fall within the definition of 
"investment professional" in Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005, as amended (the "Order"); or (ii) who are high net worth companies, unincorporated associations 
and partnerships and trustees of high value trusts as described in Article 49(2)(a) to (d) of the Order; and (c) other persons to whom it may otherwise lawfully be communicated (all such persons in (a), (b) and (c) together 
being referred to as "Relevant Persons"). For the purposes of this provision, the expression "Prospectus Directive" means Directive 2003/71/EC, as amended, and includes any relevant implementing measure in each 
member state of the European Economic Area which has implemented the Prospectus Directive. 
 
The distribution of the Presentation and the offering or sale of securities in certain jurisdictions may be restricted by law and persons into whose possession this document comes should inform themselves about, and 
observe, any such restrictions. The Presentation may not be distributed and does not constitute an offer to sell or a solicitation of an offer to purchase any securities in any jurisdiction in which such offer or sale would be 
unlawful prior to registration, exemption from registration or qualification under the securities laws of any jurisdiction.  The securities of the Company have not been and will not be registered under the US Securities Act of 
1933, as amended (the "Securities Act"), and may not be offered or sold in the United States unless registered under the Securities Act or conducted pursuant to an exemption from, or in a transaction not subject to, the 
registration requirements of the Securities Act, and in compliance with all applicable securities laws of any state or other jurisdiction of the United States. There will be no public offering of the securities of the Company in the 
United States. 
 
This document and any other document or material in connection with the offer or sale or invitation for subscription or purchase, of any investment described in this document is not a prospectus, short form prospectus, profile 
statement, offer information statement, or product disclosure statement (as those terms are defined by the Corporations Act 2001 (Commonwealth of Australia) (the ‘‘Corporations Act’’)), does not purport to include the 
information required of any such document, and has not and will not be lodged with the Australian Securities and Investments Commission. The document(s) provided may not be circulated or distributed, nor may shares or 
other securities be offered or sold, or be made the subject of any invitation for subscription or purchase, whether directly or indirectly, to any Australian domiciled persons except where disclosure would not be required to 
such persons under Chapters 6 and 7 of the Corporations Act. 
 
Numis, which is authorised and regulated in the United Kingdom by the Financial Conduct Authority, is acting only for the Company in connection with the proposed Placing and the Acquisition, and is not acting for or advising 
any other person, or treating any other person as its client, in relation thereto. Numis will not be responsible for providing the regulatory protection afforded to clients of Numis or advice to any other person in relation to the 
proposed Placing or the Acquisition.  Any other person attending the Presentation should seek their own independent legal, investment and tax advice as they see fit. 
 
By attending or otherwise accessing the Presentation, you agree to be bound by the above limitations and conditions and, in particular, you represent, warrant and undertake to the Company and Numis: (a) you have read 
and agree to comply with the foregoing limitations and restrictions including, without limitation, the obligation to keep the Presentation and its contents confidential; (b) you are a Relevant Person; (c) you will not at any time 
have any discussion, correspondence or contact concerning the information in the Presentation with any of the directors, officers, employees, agents or affiliates of the Company, its parent or its subsidiaries undertakings, or 
the subsidiary undertakings of such parent undertakings nor with any of their suppliers, nor any governmental or regulatory body, without the prior written consent of the Company; (d) you will not deal in (or encourage any 
other person to deal in) the shares or financial instruments of the Company or base any behaviour on any inside information you receive as part of the Presentation until you have ceased to have such information for the 
purposes of MAR. 
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Key messages 

− Proposed acquisition of Merlyn Industries Limited (“Merlyn”): 

− Market leading position in mid to high end branded 

shower enclosures in the UK 

− Acquisition consistent with Norcros’ strategy to 

enhance its bathroom product portfolio 

− Revenue of £30.7m and EBITDA of £6.8m (Y/E 31 

March 2017) 

− Cash consideration of £60m, funded through: 

− a Firm Placing and Placing and Open Offer of £31m 

− Debt of £33m(1) 

− Strong financial and strategic rationale: 

− Expected to be earnings enhancing in the first full year 

of ownership (Y/E 31 March 2019)(2) 

− Targeted to deliver pre-tax ROCE in excess of 13% in 

Y/E 31 March 2019(2) 

− Balance sheet capacity to fund further acquisition 

opportunities 

− Directors intend to take up at least their basic entitlement in 

the Open Offer 

 

 
(1) Total expenses in respect of the acquisition, equity raise and refinancing of approximately £4m 

(2) These statements of expected earnings enhancement and targeted ROCE relate to future actions and circumstances which, by their nature, involve risks, uncertainties and contingencies. As a result, the expected earnings enhancement and ROCE referred to may 

not be achieved, or those achieved could be materially different from those targeted. These statements should not be construed as a profit forecast or interpreted to mean that the Enlarged Group’s earnings in the period following the Acquisition would necessarily 

match or be greater than or be less than those of Norcros and/or Merlyn for the relevant preceding financial period or any other period. 
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Growth Target 

− Double revenues to  

£420m by 2018 

− Organic and 

acquisition 

− Maintain 50%   

revenue derived 

from overseas 

− Focus on sectors 

with highest returns 

− Timeline to be 

reassessed in light of 

current year 

progress 

− Market leading 

positions 

− Strong trade and 

consumer brands 

− Breadth of 

distribution 

− 5 - 10% pa potential 

Organic 

− Complementary 

industry segments/ 

geographical 

− Bathroom controls 

and associated 

products 

− Building/construction 

adhesives 

− UK, SA, sub-Saharan 

Africa and Middle 

East 

 

 

 

 

Acquisition 

− Sustainable pre-tax  

ROCE 12-15% 

− Improve returns from 

under-performing 

segments 

− Invest in sectors with 

highest shareholder 

value return 

Returns Target 

Group strategy – key targets 
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Acquisition track record and proposed acquisition  

Geographic fit 3 

Complementary market 4 

Preferred channel mix 5 

Growth potential 7 

Revenue target 1 

Management have a successful track record of acquiring and integrating complementary businesses and developing them 

Underlying ROCE of 12%-15% 2 
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Export potential 6 

Merlyn 

 

 

 

 

 

 

 

Abode 

 

 

 

 

 

 

 

Croydex 

 

 

 

 

 

 

 

Vado 

 

 

 

 

 

 

 

(1) Pre-acquisition revenue to 31st December 2012  

(2)    FY16 revenue includes 3 months pre Norcros ownership; pre-acquisition revenue to 31st December 2014 

Vado(1) – April 2013: £16.0m 

FY17 

FY16: 
FY16 

12.4% 

8.5% 

Pre-acquisition 

15 20 25 30 35 40 

FY15 4.8% 

FY14 13.7% 

FY16 

FY17 

Revenue (£m) 

Croydex(2) – June 2015: £20.0m 

10.8% 

Pre-acquisition 

FY17 

12.1% 

15 17 19 21 23 25 

FY16 

Revenue (£m) 

Abode – April 2016: £4.8m 

FY17 5.0% 

9 9.5 10 10.5 11 

FY16 Pre-acquisition 

Revenue (£m) 

Pre-acquisition 

Pre-acquisition 

− 3 successful acquisitions to date 

(funded by debt) 

− Significant revenue growth 

achieved 

− Materially earnings enhancing 

− ROCE hurdle achieved 
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Revenue (£m) 

Norcros financial highlights and current trading 

Underlying operating profit (£m) 

Underlying ROCE Dividend per share (p) 

222.1 
235.9 

271.2 

2015 2016 2017

17.0 

21.3 

23.8 

2015 2016 2017

5.6 

6.6 

7.2 

2015 2016 2017

16.3% 

18.3% 18.4% 

2015 2016 2017

Current trading: H1 trading update (12 October 2017) 

- Group revenue and underlying operating profit in 

the first half is expected to be in line with the 

Board's expectations 

- Group revenue for the first half is expected to be 

approximately £144.9m (2016: £128.8m), 12.5% 

higher than the prior year and 7.1% higher on a 

constant currency basis 

- UK revenue for the first half was 8.4% higher than 

the prior year, reflecting growth in all channels, 

and benefitting in particular from the Group’s 

strong positions in the new housebuild sector and 

in selective export markets. 

- The Group continues to focus on working capital 

and cash management and as a result of this 

closing net debt is expected to have reduced to 

around £21m (2016: £27.5m) 

- Strong performance demonstrates the strength of 

the Group’s market positions and the resilience of 

a diversified business portfolio delivering revenue 

growth in all UK sectors, strong growth in exports 

and sustained progress in South Africa 

Financial highlights 
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Overview of Merlyn 

Leading position in growing shower enclosure market 

Premium branded proposition 

Culture of innovation and product development 

Successful multi-channel sales strategy 

Track record of organic growth; highly profitable and 

cash generative 

Further growth opportunities 

 

Product(1) 

Geography(1) 

End market(1) 

Doors & Enclosures 81% 

Trays 10% 

Bath screens 9% 

UK 86% 

Ireland 13% 

Export 1% 

RMI 75% 

New build 25% 

DELOITTE BEST MANAGED COMPANY 

2016 
INNOVATION 4 GROWTH PROGRAMME  

MOST INNOVATIVE COMPANY 

2016 
CCMA CONTACT CENTRE OF THE YEAR 

2015 
EY ENTREPRENEUR  OF THE  

YEAR FINALIST 

2017 

3 

4 

5 

1 

2 

6 

(1) Shown as a percentage of gross revenue which is revenue pre-rebates (all unaudited figures) 

21.4 

26.7 

30.7 

2015 2016 2017

Revenue (£m) 

2.7 

4.4 

6.4 

2015 2016 2017

Operating profit (£m) 
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Market growth drivers 

Forecast market growth underpinned by positive underlying market dynamics and sector trends  

Growing emphasis on the bathroom within the home 

Growing consumer preference for showering 

Ongoing premiumisation trend 

Increase in number of bathrooms per property 

Continued growth in consumer bathroom spend 

Increasing new build activity across the UK 

Growth in hotel/leisure/retirement build activity  

£213m 

2016 

£266m 

2020F 

CAGR 

6% 

Merlyn’s total current addressable market – enclosures, bath 

screens and trays in UK and Ireland(1) 

(1) Future growth is driven by volume and price increases 

(2) UK market excludes Northern Ireland, Ireland market includes Northern Ireland 

− Merlyn’s respective shares of the UK and Irish 

markets(2) are approximately 15% cent and 35% 

− These markets have displayed strong levels of historical 

growth with the UK higher value enclosures market 

having grown at 9 per cent CAGR over 2013-2016, 

versus 7 per cent overall market growth during this 

period 
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Well established brands 

New luxury range of 

enclosures launched in May 

2016, utilising high quality 

materials 

The Series Collection, Merlyn’s 

most well-known range of mid-

to-high end products 

Fast and easy installation 

products designed for 

use by contractors and 

tradesmen 

Mid-to-high end shower 

enclosures Range  

description 

Primary 

Channel 

Premium bathroom 

specialists with high end 

showrooms 

Bathroom specialists with 

mid-to-high end showrooms 

National and regional 

merchants and 

specification contracts 

Bathroom product 

distributors 
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6 6 

4 

10 

5 

2 

FY11A FY12A FY13A FY14A FY15A FY16A FY17A

10 

Culture of innovation and product development  

38 
NEW/EVOLVED PRODUCT RANGES 

LAUNCHED IN LAST 7 YEARS 

Consistent pipeline of 6-7 

new product ranges 

24 month 
AVERAGE DESIGN AND  

DEVELOPMENT CYCLE 

10-20% 
AVERAGE OF TOTAL SALES 

DERIVED FROM NPD 

Number of new/evolved product range launches 

Average 5.5 per  year 

(1) NPD % of sales FY14 to FY17 (unaudited) 
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Multi channel strategy 

Independent 

Retail / 

Regional 

Merchants 

Distribution 

Largest and most established of 

Merlyn's sales channels, with the 

Business serving this  market 

since inception in 2000. 

Merlyn has served the 

Distribution market since 2005. 

Customers in this channel are 

primarily specialist bathroom 

product distributors who typically 

buy in bulk and sell on to 

independent merchants and 

specifiers using their own 

catalogues. 

62% 

4% 

(1) Percentages relate to gross revenue pre-rebates and are unaudited 

National 

Merchants 

Following Merlyn's success in the 

Independent channel, the 

Business began directly targeting 

the national merchants in 2011, 

with the 4 major players in the 

space. 

12% 

Specification 

Recognising the opportunity to 

develop in the new build market, 

Merlyn began specifically 

targeting the Specification 

channel in 2013. 

22% 

% revenue(1) 
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Strong track record of growth and cash generation 

2015 

(£m) 

2016  

(£m) 

2017 

(£m) 

Revenue 21.4 26.4 30.7 

% growth 23.4% 16.3% 

Operating profit 2.7 4.4 6.4 

% growth 63.0% 45.5% 

% margin 12.6% 16.7% 20.8% 

Finance costs — (0.1) (0.6) 

Finance income 0.3 0.6 — 

Profit before tax 3.0 4.9 5.8 

Taxation (0.4) (0.6) (0.8) 

Profit for the year from continuing operations 2.6 4.3 5.0 

Revenue growth driven by: 

- Market growth 

- New product ranges 

- Recent customer wins (e.g. Barratt) 

- Increased share of wallet 

Margin improvement: 

- Operating leverage 

- Increased share of wallet 

- 98% of tax payable in Ireland (13.5% rate of tax) 

2015  

(£m) 

2016 

(£m) 

2017 

(£m) 

Profit before tax 3.0 4.9 5.8 

Finance (income) / costs (net) (0.3) (0.5) 0.6 

Net working capital  (0.4) (0.3) (0.6) 

D&A 0.4 0.3 0.4 

Share based payments - 0.3 - 

Cash generated from operations 2.7 4.7 6.2 

Operating profit cash conversion 100% 107% 97% 

Net cash used in investing activities (0.4) (0.6) (0.7) 

Net cash flow pre financing and tax 2.3 4.1 5.5 

Cash flow statement 

 

P&L 

 

 

 

 

 

 

 

 

 

 

 

 

 

 Current trading  

Merlyn is trading in line with the expectations of the 

management of the business for the six months ended 30 

September 2017, with the revenue growth continuing to be 

driven by: 

- successful price increases 

- new product launches and; 

- growing market share 
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Significant growth opportunities  

Exciting medium and long-

term strategic opportunities 

including 

New geographies: driving further internationalisation of the business 

New product categories: widening Merlyn’s product range into complementary areas 

New channels: expanding in the commercial, hospitality and care markets 

Significant opportunities to 

continue to grow by focusing 

on current core activities 

Existing ranges and new product innovations 

Expansion of established routes to markets 

Increased “share of wallet” within the current customer base 
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Funding and post deal balance sheet  

− Capital structure of enlarged group maintains strong 

capital discipline 

− Norcros net debt of £23.2m (as at 31 March 2017) 

− Pro forma net debt / EBITDA as at 31 March 2018 

expected to be approximately 1.3x 

− New debt facilities have been arranged: 

− Quantum increased to £120m 

− Term extended to November 2021 (option to 

extend to 2022) 

− Quantum of equity fund raise allows: 

− Capital flexibility for Norcros to execute on M&A 

pipeline 

− Progressive dividend policy to be maintained 

− New shares to benefit from H1 2018 interim 

dividend 
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Summary  

− Proposed acquisition of Merlyn: 

− Market leading position in mid to high end 

branded shower enclosures in the UK 

− Acquisition consistent with Norcros’ strategy to 

enhance its bathroom product portfolio  

− Revenue of £30.7m and EBITDA of £6.8m (Y/E 

31 March 2017) 

− Cash consideration of £60m, funded through: 

− a Firm Placing and Placing and Open Offer of 

£31m 

− Debt of £33m(1) 

− Strong financial and strategic rationale: 

− Expected to be earnings enhancing in the first full 

year of ownership (Y/E 31 March 2019)(2) 

− Targeted to deliver pre-tax ROCE in excess of 

13% in Y/E 31 March 2019(2) 

− Balance sheet capacity to fund further acquisition 

opportunities 

− Directors intend to take up at least their basic entitlement 

in the Open Offer 

 (1) Total expenses in respect of the acquisition, equity raise and refinancing of approximately £4m 

(2) These statements of expected earnings enhancement and targeted ROCE relate to future actions and circumstances which, by their nature, involve risks, uncertainties and contingencies. As a result, the expected earnings enhancement and ROCE referred to may 

not be achieved, or those achieved could be materially different from those targeted. These statements should not be construed as a profit forecast or interpreted to mean that the Enlarged Group’s earnings in the period following the Acquisition would necessarily 

match or be greater than or be less than those of Norcros and/or Merlyn for the relevant preceding financial period or any other period. 
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APPENDIX 
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− Size of issue: c.£31.4m 

− Expected issue structure 

− Firm placing: c.£10.6m 

− Placing & Open offer: c.£20.8m 

− Issue price: 172p 

− Expected timing: 

− Interim results: 16 November 2017 

− Open offer closes: 21 November 2017 

− General Meeting: 22 November 2017 

− Dealings and settlement: 23 November 2017 

 

Transaction and timetable details 
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Triton 

Revenue Growth (constant currency – 12 months to 31st March 2017) 

Johnson Tiles 

TAL 

Tile Africa 

Group Revenue (reported – 12 months to 31st March 2017) 

Business Overview 

Vado 

Croydex 

Abode 

Adhesives 

Johnson Tiles 

Johnson Tiles 

TAL 

Tile Africa  

SA 

 +8.3% 

£ 10.8m 

£ 21.1m 

£ 57.0m 

£88.9m 

Group 

£+10.6% 

£271.2m 

+11.8% 

UK 

£ 48.7m 

£ 37.2m 

 £ 24.7m 

£ 53.2m 

£182.3m 

£ 10.6m 

£ 7.9m 
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52.1 50.6 48.7 

30.5 33.1 37.2 

17.2 
24.7 

59.7 

54.1 

53.2 

6.8 

8.0 

7.9 

10.6 

2015 2016 2017

Revenue 

Triton Vado Croydex 

Johnson Tiles Adhesives Abode 

£149.1m 

£182.3m 

£163.0m 

£13.8m 

£17.2m £17.4m 

9.2% 

10.6% 

9.5% 

2015 2016 2017

Underlying Operating Profit 

Underlying Operating Profit Return on Sales %

UK: Revenue and profit growth in challenging markets 

1 Nine months revenue. Acquired June 2015 

1 
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Underlying Operating Profit 

44.4 
50.9 

57.0 

16.8 

20.2 

21.1 10.1 

11.0 

10.8 

2015 2016 2017

Tile Africa TAL Johnson Tiles

£71.3m 

£82.1m 

£88.9m 

Revenue 1 

£3.2m 

£4.1m 

£6.4m 

4.4% 

5.6% 

7.2% 

2015 2016 2017

Underlying Operating Profit Return on Sales %

1 On a constant currency basis 

South Africa: Further year of excellent progress 
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