THIS DOCUMENT AND THE ACCOMPANYING FORM OF PROXY ARE IMPORTANT AND
REQUIRE YOUR IMMEDIATE ATTENTION. IF YOU ARE IN ANY DOUBT AS TO THE ACTION
YOU SHOULD TAKE, YOU ARE RECOMMENDED TO SEEK IMMEDIATELY YOUR OWN
FINANCIAL ADVICE FROM YOUR STOCKBROKER, BANK MANAGER, SOLICITOR,
ACCOUNTANT, FUND MANAGER OR OTHER APPROPRIATE INDEPENDENT FINANCIAL
ADVISER, WHO IS AUTHORISED UNDER THE FINANCIAL SERVICES AND MARKETS ACT
2000 (“FSMA”) IF YOU ARE RESIDENT IN THE UNITED KINGDOM OR, IF NOT, FROM
ANOTHER APPROPRIATELY AUTHORISED INDEPENDENT FINANCIAL ADVISER.

If you sell or have sold or otherwise transferred all of your Existing Ordinary Shares, please send
this document together with the accompanying Form of Proxy as soon as possible to the purchaser
or transferee or to the stockbroker, bank or other agent through whom the sale or transfer is/was
effected for transmission to the purchaser or transferee, except that, subject to certain limited
exceptions, such documents should not be sent to any jurisdiction where to do so might constitute
a violation of local securities laws or regulations, including the United States and any of the other
Excluded Territories.

The release, publication or distribution of this document in or into jurisdictions other than
the United Kingdom may be restricted by the laws of those jurisdictions and therefore
persons into whose possession this document comes should inform themselves about, and
observe, any such restrictions or applicable requirements. Failure to comply with any such
restriction or applicable requirements may constitute a violation of the securities laws of
any such jurisdiction.

This document comprises: (i) a circular prepared in accordance with the Listing Rules made under
section 73A of FSMA for the purposes of the General Meeting convened pursuant to the Notice of
General Meeting set out at the end of this document; and (ii) a prospectus prepared in accordance
with the Prospectus Rules made under section 73A of FSMA relating to the New Ordinary Shares
by Norcros plc (the “Company”). This document has been approved by the Financial Conduct
Authority (the “FCA”) in accordance with section 87A of FSMA and made available to the public in
accordance with the Prospectus Rules. This document together with the documents incorporated
into it by reference (as set out in Part XVI (Documents Incorporated by Reference) of this
document) will be made available to the public free of charge, at www.norcros.com and at the
Company’s registered office at Ladyfield House, Station Road, Wilmslow, Cheshire, SK9 1BU.

NOrCros

NORCROS PLC

(incorporated in England and Wales with registered number 3691883)

Proposed acquisition of Merlyn Industries Limited
and
Firm Placing of 6,165,312 Firm Placing Shares at 172 pence per share, Placing and Open Offer of
12,088,849 Open Offer Shares at 172 pence per share, application for admission of the New
Ordinary Shares to the Official List and to trading on the Main Market

and

Notice of General Meeting

Numis

Sponsor, Bookrunner and Broker
Numis Securities Limited

This document should be read as a whole. Your attention is drawn to the letter from the
Chairman which is set out in Part | (Letter from the Chairman) of this document and which
contains a recommendation from the Board that you vote in favour of the Resolutions to be
proposed at the General Meeting referred to below. The section of this document entitled



“Risk Factors” includes a discussion of certain risk factors which should be taken into
account when considering the matters referred to in this document.

The Company and the Directors (whose names appear on page 45 of this document) accept
responsibility for the information contained in this document. To the best of the knowledge of the
Company and the Directors (who have taken all reasonable care to ensure that such is the case),
the information contained in this document is in accordance with the facts and contains no
omission likely to affect the import of such information.

Applications will be made for the New Ordinary Shares to be admitted to the premium segment of
the Official List and to trading on the London Stock Exchange’s Main Market (together
“Admission”). It is expected that Admission will become effective and that dealings in the New
Ordinary Shares will commence at 8.00 a.m. on 23 November 2017.

Numis Securities Limited (“Numis”) has been appointed as sponsor, bookrunner and broker to the
Company. Numis is authorised and regulated in the United Kingdom by the FCA and is acting
exclusively for the Company and no one else in connection with the arrangements described in this
document, and will not regard any other person (whether or not a recipient of this document) as a
client in relation to the arrangements described in this document and will not be responsible to
anyone other than the Company for providing the protections afforded to its clients nor for giving
advice in relation to the arrangements described in this document or any other transaction or
arrangement referred to in this document. Numis and its affiliates may have engaged in
transactions with, and provided various investment banking, financial advisory and other services
to, the Company for which they would have received customary fees. Apart from the
responsibilities and liabilities, if any, that may be imposed on Numis by FSMA or the regulatory
regime established thereunder, or under the regulatory regime of any jurisdiction where the
exclusion of liability under the relevant regulatory regime would be illegal, void or unenforceable,
Numis accepts no responsibility whatsoever for, and makes no representation or warranty, express
or implied, as to the contents of, this document or for any other statement made or purported to
be made by it, or on its behalf, in connection with the Company, the New Ordinary Shares or the
arrangements described in this document and nothing in this document will be relied upon as a
promise or representation in this respect, whether or not to the past or future. Numis accordingly
disclaims all and any liability whether arising in tort, contract or otherwise (save as referred to
above) which they might otherwise have in respect of this document or any such statement. Numis
has given and not withdrawn its consent to the issue of this document with the inclusion of the
references to its name in the form and context to which they are included.

A Notice of General Meeting of the Company, to be held at the offices of Addleshaw
Goddard LLP, One St Peter’'s Square, Manchester M2 3DE at 10.00 a.m. on 22 November
2017, is set out at the end of this document. Whether or not you intend to be present at the
General Meeting, you are asked to complete and return the enclosed Form of Proxy in
accordance with the instructions printed on it as soon as possible and, in any event, so as
to be received by the Registrar, Capita Asset Services, PXS 1, 34 Beckenham Road,
Beckenham, Kent, BR3 4TU, by not later than 10.00 a.m. on 20 November 2017 (or, in the
case of an adjournment, not later than 48 hours before the time fixed for the holding of the
adjourned meeting). If you are a member of CREST, you may be able to use the CREST
electronic proxy appointment service. Proxies sent electronically must be sent as soon as
possible and, in any event, so as to be received by not later than 10.00 a.m. on
20 November 2017 (or, in the case of an adjournment, not later than 48 hours before the
time fixed for the holding of the adjourned meeting). Completion and return of a Form of
Proxy will not preclude you from attending and voting in person at the General Meeting,
should you so wish.

This document does not constitute an offer to buy or to subscribe for, or the solicitation of an offer
to buy or subscribe for, New Ordinary Shares in any jurisdiction in which such an offer or
solicitation is unlawful.

Unless otherwise determined by the Company in its sole discretion and permitted by applicable law
and regulation, this document and the accompanying Form of Proxy are not being, nor may they
be, directly or indirectly, mailed, transmitted or otherwise forwarded, distributed, or sent outside of
the United Kingdom, including in, into or from the United States or any of the other Excluded
Territories, and persons receiving this document and the accompanying Form of Proxy (including,
without limitation, trustees, nominees or custodians) must not send them outside of the United
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Kingdom, including in, into or from the United States or any of the other Excluded Territories, as to
do so may constitute a violation of the securities laws of any such jurisdictions. Any person
(including, without limitation, trustees, nominees or custodians) who would or otherwise intends to,
or who may have a contractual or legal obligation to, forward this document and the accompanying
Form of Proxy to any jurisdiction outside the United Kingdom should seek appropriate advice
before taking any action.

None of the New Ordinary Shares have been nor will be registered under the US Securities Act of
1933, as amended (the “US Securities Act”), or with any regulatory authority or under the
applicable securities laws of any state or other jurisdiction of the United States or qualified for
distribution under any applicable securities laws outside of the United Kingdom. None of the New
Ordinary Shares may be offered, sold, taken up, resold, transferred or delivered, directly or
indirectly, in the United States (as defined in Rule 902 under Regulation S) except pursuant to an
exemption from, or in a transaction not subject to, the registration requirements of the US Securities
Act and in compliance with any applicable securities laws of the states of the United States. There
will be no public offer of the New Ordinary Shares in the United States.

Neither the New Ordinary Shares, the Form of Proxy, this document nor any other document
connected with the arrangements described in this document have been or will be approved or
disapproved by the United States Securities and Exchange Commission or by the securities
commissions of any state or other jurisdiction of the United States or any other regulatory authority,
nor have any of the foregoing authorities or any securities commission passed comment upon or
endorsed the merits of the offering and/or allotment and issue of the New Ordinary Shares, the
Form of Proxy or the accuracy or adequacy of this document or any other document connected
with the Capital Raising or this document. Any representation to the contrary is a criminal offence
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.

Recipients of this document may not reproduce or distribute this document, in whole or in part, and
may not disclose any of the contents of this document or use any information in it for any purpose
other than considering an investment in Ordinary Shares. Recipients of this document agree to the
foregoing by accepting delivery of this document.

Unless required to do so by law or regulation, the Company does not envisage publishing any
supplementary prospectus, supplementary circular or an update statement, as the case may be.

The contents of this document are not to be construed as legal, business or tax advice.
Shareholders should consult their own legal adviser, financial adviser or tax adviser for
legal, financial or tax advice.

All references to time in this document are to Greenwich Mean Time unless otherwise stated.
This document is dated 2 November 2017.
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SUMMARY

Summaries are made up of disclosure requirements known as ‘Elements’. These elements are numbered in Sections A — E (A.1 —

E.7).

This summary contains all the Elements required to be included in a summary for this type of security and issuer. Because some
Elements are not required to be addressed, there may be gaps in the numbering sequence of the Elements.

Even though an Element may be required to be inserted in the summary because of the type of securities and issuer, it is possible
that no relevant information can be given regarding the Element. In this case a short description of the Element is included in the
summary with the mention of the words ‘not applicable’.

SECTION A - Introduction and warnings

principal activities /
principal markets

Element Disclosure Disclosure
requirement
AA Introduction and This summary should be read as an introduction to this document. Any decision to
warning invest in the securities should be based on consideration of this document as a
whole by the investor.
Where a claim relating to the information contained in this document is brought
before a court, the plaintiff investor might, under the national legislation of the
Member States, have to bear the costs of translating this document before the legal
proceedings are initiated.
Civil liability attaches only to those persons who have tabled the summary, including
any translation thereof, but only if the summary is misleading, inaccurate or
inconsistent when read together with the other parts of this document or it does not
provide, when read together with the other parts of this document, key information in
order to aid investors when considering whether to invest in the securities.
A2 Consent for Not applicable — there will be no resale or final placement of securities by financial
intermediaries intermediaries.
SECTION B - Issuer
Element Disclosure Disclosure
requirement
B.1 Legal and commercial The Company’s legal and commercial name is Norcros plc.
name
B.2 Domicile / legal form / The Company is incorporated and registered in England and Wales as a public
legislation / country of company limited by shares with registered number 3691883. The principal legislation
incorporation under which the Company operates is the Companies Act.
B.3 Current operations / Norcros

Norcros is a leading supplier of high quality and innovative showers, taps, bathroom
accessories, ceramic wall and floor tiles and adhesive products with operations
primarily in the UK and South Africa. The Group employs approximately 2,000
people worldwide and is based in Wilmslow, UK.

In the UK, the Group offers a wide range of quality bathroom and kitchen products
both for domestic and commercial applications. The Group’s UK portfolio of
businesses is well established, services a broad customer base and benefits from
leading market positions and strong brands. The Group’s six UK complementary
businesses are:

- Triton — the leading manufacturer and distributor of electric and mixer
showers and accessories

- Vado — manufacturer and distributor of taps, mixer showers, bathroom
accessories and valves

- Croydex — market-leading, innovative designer, manufacturer and distributor
of high quality bathroom furnishings and accessories

- Abode — a leading niche designer and distributor of high quality kitchen taps,
bathroom taps, and kitchen sinks

- Johnson Tiles — a leading manufacturer and distributor of ceramic wall and
floor tiles

- Norcros Adhesives — manufacturer of tile and stone adhesives and ancillary
products




The Group also has complementary businesses in South Africa, operating principally
from a shared manufacturing and administrative site near Johannesburg, allowing
operational, revenue and cost synergies. The Group’s three South African
businesses are:

- Tile Africa — a leading retailer of local and international tiles and associated
bathroom and kitchen products

- Johnson Tiles South Africa (“JTSA”) — a leading manufacturer and distributor
of ceramic wall and floor tiles

- TAL — the leading manufacturer of tile adhesives, pourable floor coverings
and tiling tools

The UK currently represents the Group’s key market in both revenue and profit
though increasing Group revenue outside of the UK is a key strategic target.

In 2013, the Board set out three clear strategic targets:
- to double Group revenue to £420 million by 2018

- to achieve sustainable underlying return on capital employed of 12 to 15 per
cent.

- to maintain approximately 50 per cent. of Group revenue derived outside the
UK

The Board declared that achieving this strategy would be delivered through a
combination of organic growth and acquisitions; with the successful integration and
development of acquisitions made since 2013 being an important step in supporting
and accelerating the Group’s strategy.

Merlyn

Merlyn is the market-leading, innovative designer and distributor of mid to high end
branded shower enclosures founded by Michael Hoyne in 2000, launching several
ranges of mid to high end shower enclosures for the Independent Retail market in
the UK and Ireland. The Vivid brand, specifically designed for distribution partners
was launched in 2005 and The Series Collection was launched in 2009 for
Independent Retailers. In 2010, Charlie Soden joined as CEO and the following year,
Merlyn was appointed exclusive own brand supplier to Wolseley. The lonic brand
was launched for the Merchant industry in 2013 and an exclusive shower enclosure,
bath screens and trays contract with the UK’s largest housebuilder Barratt
Developments was awarded in the subsequent year. Broadlake Private Equity
undertook an investment into Merlyn to become a minority shareholder in 2015.

B.4a

Most significant recent
trends affecting the
Group and the
industry in which it
operates

Consumer trends

Changing consumer trends continue to impact demand for the Group’s products in
the UK, South Africa and in export markets. The Board believes that the Group’s
ability to identify and adapt to changing consumer preferences is a key driver of
performance.

Macroeconomic

Demand in the Group’s markets is dependent on new building activity and repair,
maintenance and improvement (RMI) activity in both the public and private sectors.
This is in turn influenced by macroeconomic factors, consumer confidence and
government spending policy.

Current uncertainty around global economic growth and the future of the European
Union makes demand unpredictable and there is a risk of market conditions
deteriorating. The uncertainty caused by the UK’s vote to leave the European Union
and the resultant depreciation of Sterling has led to increased inflationary pressures,
which may impact demand for the Group’s products and its margins.

There are a number of factors that would limit the impact on the Group of a
deterioration in market conditions such as the geographic spread of the Group’s
businesses, the Group’s diverse product portfolio, a flexible cost base and supply
chain, and the replacement cycle of a number of its key products.

Acquisitions

During the period under review the Group has acquired two businesses in addition to
Vado which was acquired in March 2013. Performance of acquired businesses may
not reach expectations impacting Group profitability and cash flows. The Group has
detailed target appraisal procedures in place, including appropriate due diligence,
and has senior management experienced in this field of work. The Group also has
robust Board approval procedures in place to ensure independent review of
proposals. Integration plans are finalised prior to acquisition so that newly acquired
businesses are integrated efficiently and swiftly after acquisition. The acquisitions of
Vado, Croydex and most recently Abode provide demonstrable evidence of the
Group’s ability to integrate new businesses.

Currency movements

The Group’s financial performance is subject to the effects of fluctuations in foreign
exchange rates. In particular, the Group sources a significant proportion of its
components and goods for resale from Europe and the Far East which are
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denominated in foreign currencies (primarily the US Dollar and the Euro). These
currencies have strengthened relative to Sterling over the past year following the
UK’s vote to leave the European Union.

B.5 Description of Issuer’s The Company holds and, in the case of the Merlyn Group, will hold following
Group Completion of the Acquisition, the Group’s operating companies through certain
wholly-owned intermediate holding companies.
B.6 Shareholders As at the Latest Practicable Date, the Company had been notified in accordance with
the Transparency Rules of the following interests in voting rights attaching to
Ordinary Shares:
Number of Percentage of
Ordinary Ordinary
Shareholder Shares Shares
Canaccord Genuity Group 9,650,000 15.65%
Miton Group 7,507,240 12.18%
FIL Ltd 6,068,854 9.84%
Artemis Fund Managers 5,989,534 9.7%
SVM Asset Management 2,681,785 4.35%
Save as disclosed in this section, the Company is not aware of any holdings of voting
rights (within the meaning of Chapter 5 of the Disclosure Guidance and
Transparency Rules) which will represent three per cent. or more of the total
voting rights in respect of the issued share capital of the Company following
Admission.
No Shareholder has or will have any special voting rights over any Ordinary Shares
and, following Admission, all New Ordinary Shares will rank pari passu in all respects
with all other Ordinary Shares.
B.7 Selected key historical The Norcros Group

financial information

The selected key historical financial information sets out the consolidated income
statement, balance sheet and cash flow statement of the Norcros Group as at, and
for the years ended, 31 March 2015, 2016 and 2017. The information has been
extracted without material adjustment from the audited financial statements of the
Group for the years ended 31 March 2017 and 2015. For the year ended 31 March
2016, such information has been derived from the restated comparative financial
information for the Group for such financial year contained in the Group’s Annual
Report and Accounts for the year ended 31 March 2017. Such comparative financial
information differs from the audited consolidated accounts of the Group for the year
ended 31 March 2016 due to a restatement.

Consolidated income statement

For the year ended 31 March.

2017 2016 2015

£ million £ million £ million
Revenue 271.2 235.9 2221
Underlying operating profit 23.8 21.3 17.0
IAS 19R administrative
expenses (2.0) (1.7) (1.7)
Acquisition related costs (2.7) (5.2) (2.2)
Exceptional operating items (2.3) 2.3 2.5
Operating profit 16.8 16.7 10.6
Finance costs (3.3) (1.1) (1.8)
Finance income — 1.2 3.3
IAS 19R finance cost (2.0) (1.4) 1.1)
Profit before taxation 11.5 15.4 11.0
Taxation (3.0) (2.4) (2.9)
Profit for the year from
continuing operations 8.5 13.0 8.1




Consolidated balance sheet

Non-current assets

Goodwill

Intangible assets

Property, plant and equipment
Deferred tax assets

Current assets

Inventories

Trade and other receivables
Derivative financial instruments
Cash and cash equivalents

Current liabilities

Trade and other payables
Derivative financial instruments
Current tax liabilities

Financial liabilities — borrowings

Net current assets

Total assets less current
liabilities

Non-current liabilities
Financial liabilities — borrowings
Pension scheme liability

Other non-current liabilities
Provisions

Net assets

Financed by:

Share capital

Share premium

Retained earnings and other
reserves

Total equity

Consolidated cashflow statement

Cash generated from
operations

Income taxes paid
Interest paid

Net cash generated from
operating activities

Cash flows from investing
activities

Proceeds from sale of
investment property

Proceeds from sale of property,
plant and equipment

As at 31 March

2017 2016 2015
£ million £ million £ million
31.1 30.4 22.2
13.7 14.8 4.7
43.0 38.2 37.6
11.0 10.0 13.8
98.8 93.4 78.3
70.3 60.1 52.2
56.8 50.9 40.5
0.7 25 21
37.5 25.5 5.6
165.3 139.0 100.4
(72.0) (64.7) (54.9)
(0.8) (0.1) (1.0)
(2.0) — (1.3)
(30.9) (22.4) (1.4)
(105.7) (87.2) (58.6)
59.6 51.8 41.8
158.4 145.2 120.1
(29.8) (35.6) (18.4)
(62.7) (55.7) (44.3)
(3.6) (3.0) (1.4)
(5.7) (3.3) (3.3)
(101.8) (97.6) (67.4)
56.6 47.6 52.7
6.1 6.1 6.0
1.1 1.1 1.0
49.4 40.4 45.7
56.6 47.6 52.7
For the Year End 31 March

2017 2016 2015
£ million £ million £ million
25.5 18.5 16.2
(1.9) (1.0) (0.5)
(0.9) (0.9) (1.3)
22.7 16.6 14.4
— — 6.1

—_ — 0.4




For the Year End 31 March

2017 2016 2015

£ million £ million £ million
Purchase of investment property — — (0.9)
Purchase of property, plant and
equipment and intangible assets (8.0) (6.6) (7.0)
Acquisition of subsidiary
undertakings (including payment
of deferred consideration) net of
cash acquired (2.7) (23.6) (0.5)
Disposal of subsidiary
undertaking net of cash — — 3.8
Net cash used in investing
activities (10.7) (30.2) 1.9
Cash flows from financing
activities
Net proceeds from issue of
ordinary share capital — 0.1 0.2
(Repayment)/drawdown of
borrowings (6.0) 17.0 (12.1)
Cost of raising debt finance — — (0.7)
Dividends paid to the Company’s
shareholders (4.2) (3.6) (3.1)
Net cash (used in)/generated
from financing activities (10.2) 13.5 (15.7)

Net increase/(decrease) in

cash at bank and in hand and

bank overdrafts 1.8 (0.1) 0.6
Cash at bank and in hand and

bank overdrafts at the beginning

of the year 3.1 4.2 3.7
Exchange movements on cash
and bank overdrafts 1.7 (1.0) (0.1)

Cash at bank and in hand and
bank overdrafts at the end of
the year 6.6 3.1 4.2

Revenue

Revenue increased by 15.0 per cent. to £271.2 million for the year ended 31 March
2017 compared to £235.9 million for the year ended 31 March 2016. Revenue for the
year ended 31 March 2016 increased by 6.3% compared to £222.1 million for the
year ended 31 March 2015. Growth in revenue during the periods under review was
driven by organic growth in South Africa and the success of the Group’s acquisition
strategy.

Underlying operating profit

Underlying operating profit increased by 11.7 per cent. to £23.8 million for the year
ended 31 March 2017 compared to £21.3 million for the year ended 31 March 2016.
Underlying operating profit for the year ended 31 March 2016 increased by 25.3 per
cent. compared to £17.0 million for the year ended 31 March 2015. Growth in
underlying operating profit during the periods under review was driven by a
significant improvement in the performance of the Group’s South African business
and the contribution from recently acquired businesses.

Net cash generated from operating activities

Cash generated from operations in the year end 31 March 2017 was £7.0 million
higher than the previous year at £25.5 million, largely due to higher underlying
operating profit of £2.5 million and lower working capital outflows.

Cash generated from operating activities in the year end 31 March 2016 was
£2.3 million higher than the previous year at £18.5 million, largely due to an increase
in underlying operating profit of £4.3 million and higher cash in-flows from
exceptional items net of higher working capital outflows.

For the years ended 31 March 2017, 2016 and 2015, net cash generated from
operating activities was £22.7 million, £16.6 million and £14.4 million, respectively.

There has been no significant change in the financial condition and operating results
during or subsequent to the period covered by the historical key financial information
on the Norcros Group set out in this section.




The Merlyn Group

The selected key historical financial information sets out the combined and
consolidated income statement, balance sheet and cash flow statement of the
Merlyn Group as at, and for the years ended, 31 March 2015, 2016 and 2017 derived
from the historical financial information included in Section B of Part Xl of this

Prospectus.

Combined and consolidated income statement

For the year ended 31 March.

2015 2016 2017
£ million £ million £ million
Revenue 21.4 26.4 30.7
Operating profit 2.7 4.4 6.4
Finance costs — (0.1) (0.6)
Finance income 0.3 0.6 —
Profit before taxation 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
Combined and consolidated balance sheet
As at 31 March.
2015 2016 2017
£ million £ million £ million
Non-current assets
Intangible assets 0.3 0.7 1.1
Property, plant and equipment 0.7 0.7 0.7
1.0 1.4 1.8
Current assets
Inventories 2.6 3.4 3.2
Trade and other receivables 5.5 6.2 8.1
Derivative financial instruments 0.4 0.7 0.2
Cash and cash equivalents 3.3 5.4 10.2
11.8 15.7 21.7
Current liabilities
Trade and other payables (4.6) (5.4) (6.1)
Derivative financial instruments (0.3) — (0.1)
Current tax liabilities (0.2) (0.3) (0.1)
(5.1) (5.7) (6.3)
Net current assets 6.7 10.0 15.4
Total assets less current
liabilities 7.7 11.4 17.2
Non-current liabilities
Deferred tax liabilities (0.1) (0.1) 0.1)
Net assets 7.6 11.3 171
Financed by:
Share capital — — —
Invested capital 7.6 — —
Retained earnings — 10.8 15.8
Translation reserve — 0.5 1.3
Total equity 7.6 11.3 171
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Combined and consolidated cashflow statement

For the year ended 31 March

2015 2016 2017

£ million £ million £ million
Cash generated from
operations 2.7 4.7 6.2
Income taxes paid (0.2) (0.5) (1.0)
Interest paid — (0.1) —
Net cash generated from
operating activities 2.5 41 5.2
Cash flows from investing
activities
Purchase of property, plant and
equipment and intangible assets (0.4) (0.6) (0.7)
Net cash used in investing
activities (0.4) (0.6) (0.7)
Cash flows from financing
activities
Distributions to owners — (1.6) —
Net cash used in investing
activities (1.6) (0.7)
Net increase in cash and cash
equivalents 2.1 1.9 4.5
Cash and cash equivalents at
the beginning of the year 1.4 3.3 5.4
Exchange movements on cash (0.2) 0.2 0.3
Cash and cash equivalents at
the end of the year 3.3 5.4 10.2

Revenue

Revenue increased by 16.3% to £30.7 million for the year ended 31 March 2017 from
£26.4 million for the year ended 31 March 2016 and by 23.4% over the £21.4 million
for year ended 31 March 2015. The increase in each year was due to price increases
implemented during the year, organic growth and new customer wins.

Operating profit

Operating profit increased by 45.5% to £6.4 million for the year ended 31 March
2017 from £4.4 million for the year ended 31 March 2016 and by 63.0% from
£2.7 million for year ended 31 March 2015. The year on year increases were
primarily due to the growth in revenue noted above and improvements in operating
margins.

Net cash generated from operating activities

Net cash generated from operating activities increased to £5.2 million in the year
ended 31 March 2017 from £4.1 million in the year ended 31 March 2016 mainly as a
result of £2.0 million higher operating profits, net of £0.5 million higher tax cash
outflows and £0.3 million higher working capital outflows.

Net cash generated from operating activities increased to £4.1 million in the year
ended 31 March 2016 from £2.5 million in the year ended 31 March 2015, which was
mainly due to £1.7 million higher operating profits.

Key events affecting the accounting information

There has been no significant change in the financial condition and operating results
during or subsequent to the period covered by the historical key financial information
on the Merlyn Group set out in this section.

B.8

Unaudited pro forma
financial information

The unaudited pro forma net assets statement below has been prepared on the
basis set out in the notes below to illustrate the effect of the Refinancing, Placing and
Open Offer and the Acquisition on the consolidated net assets of the Group as at
31 March 2017 as if they had taken place on 31 March 2017.

The unaudited pro forma income statement below has been prepared on the basis
set out in the notes below to illustrate the effect of the Refinancing, Placing and Open
Offer and the Acquisition on the consolidated income statement of the Group for the
year ended 31 March 2017 as if they had taken place at the beginning of that
financial year.
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The unaudited pro forma income statement and unaudited pro forma net assets
statement (together the “Unaudited Pro Forma Financial Information”) have been
prepared in a manner consistent with the accounting policies adopted by the Group
for the year ended 31 March 2017 and in accordance with Annex Il of the Prospectus
Directive Regulation.

The Unaudited Pro Forma Financial Information has been prepared for illustrative
purposes only, and because of its nature, addresses a hypothetical situation. It does
not purport to represent what the Group’s financial position or results of operations
actually would have been if the Refinancing, Placing and Open Offer and/or
Acquisition had been completed on the dates indicated, nor does it purport to
represent the results of operations for any future period or financial position at any
future date. It does not reflect the results of any purchase price allocation exercise as
this will be conducted following the Acquisition. The adjustments in the Unaudited
Pro Forma Financial Information are expected to have a continuing impact on the
Group, unless otherwise stated.

The Unaudited Pro Forma Financial Information does not constitute financial
statements within the meaning of Section 434 of the Act. Shareholders should read
the whole of this Prospectus and not rely solely on the summarised financial
information contained in this summary.

Income statement

Merlyn
Norcros Group
31 March 31 March Acquisition
2017 2017 Refinancing adjustments Total
£m £m £m £m £m
Note 1 Note 2 Note 3 Note 4
Revenue 271.2 30.7 — — 301.9
Underlying operating profit 23.8 6.4 — — 30.2
IAS 19R administration
expenses (2.0) — — — (2.0)
Acquisition related costs (2.7) — — (1.9) (4.6)
Exceptional operating items (2.3) — — —_ (2.3)
Operating profit 16.8 6.4 — (1.9) 21.3
Finance costs (3.3) (0.6) (1.4) — (5.3)
IAS 19R finance cost (2.0) — — — (2.0)
Profit before taxation 1.5 5.8 (1.4) (1.9) 14.0
Taxation (3.0) (0.8) 0.3 — (3.5)
Profit for the year 8.5 5.0 1.1) 1.9) 10.5
Note 1

The financial information relating to Norcros has been extracted without material adjustment
from the consolidated audited financial statements of Norcros for the year ended 31 March 2017
which were published on 14 June 2017 and incorporated by reference into Part X (Historical
Financial Information Relating to the Group) this document.

Note 2

The financial information relating to the Merlyn Group has been extracted without material
adjustment from the consolidated statement of comprehensive income of Merlyn for the year
ended 31 March 2017 as set out in section B of Part XI| (Historical Financial Information of the
Merlyn Group) of this document.

Note 3

The pro forma adjustment relates to the additional finance costs in connection with the
amendment and restatement of the existing revolving credit facility.

This pro forma adjustment calculated as follows:

Estimated additional interest charge arising from

the additional drawdown on the Amended RCF (1.0) million
Estimated additional amortisation of costs associated

with the amendment and restatement of the existing

revolving credit facility (0.2) million

Write off of the unamortised costs relating to the

existing revolving credit facility (0.2) million
Total (1.4) million
Estimated tax impact of these adjustments based

on a tax rate of 19 per cent 0.3 million
Pro forma finance cost adjustment (1.1) million

Due to the amendment and restatement of the RCF the unamortised costs of £0.2 million relating
to the RCF will be expensed.

Note 4

As a result of the Acquisition it is expected that £1.9 million of transaction fees will be incurred.
There is expected to be no tax impact of the transaction fees.

Following the Acquisition, as set out in note 5 above, the Group will perform an exercise to
allocate the purchase price to the identified assets and liabilities, which will include any identified
intangible assets subject to amortisation. The related annual amortisation charge of those assets
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will result in a reduction to operating profit and earnings per share in future periods. As this fair
value exercise has not yet been undertaken, no account has been taken in the pro forma of any
additional amortisation charges that may arise following the Acquisition.

Note 5

In preparing the unaudited pro forma income statement no account has been taken of the trading
or other transactions of the Merlyn Group or the Group since 31 March 2017.

Net assets statement

Merlyn Placing and
Norcros Group Open Offer

31 March 31 March and Firm Acquisition
2017 2017 placing Refinancing adjustments Total
£m £m £m £m £m £m
Note 6 Note 7 Note 8 Note 9 Note 10
Non-current assets
Goodwill 31.1 — — — 51.7 82.8
Intangible assets 13.7 11 — — — 14.8
Property, plant and equipment 43.0 0.7 — — — 43.7
Deferred tax 11.0 — — — — 11.0
98.8 1.8 - - 51.7 152.3
Current assets
Inventories 70.3 3.2 - - - 735
Trade and other receivables 56.8 8.1 — — — 64.9
Derivative financial instruments 0.7 0.2 — — — 0.9
Cash and cash equivalents 375 10.2 29.9 40.8 (70.7) 47.7
165.3 21.7 29.9 40.8 (70.7) 187.0
Current liabilities
Trade and other payables (72.0) (6.1) — — — (78.1)
Derivative financial instruments (0.8) (0.1) - - - (0.9)
Current tax liabilities (2.0) (0.1) — — — (2.1)
Financial liabilities — borrowings (30.9) — — — — (30.9)
(105.7) (6.3) — — —  (112.0)
Net current assets 59.6 15.4 29.9 40.8 (70.7) 75.0
Total assets less current
liabilities 158.4 17.2 29.9 40.8 (19.0) 227.3
Non-current liabilities
Financial liabilities — borrowings (29.8) — — (41.0) — (70.8)
Pension scheme liability (62.7) — — — — (62.7)
Other non-current liabilities (3.6) — — — — (3.6)
Provisions (5.7) (0.1) — — — (5.8)
(101.8) (0.1) — (41.0) —  (142)9)
Net assets 56.6 171 29.9 (0.2) (19.0) 84.4
Note 6

The financial information relating to Norcros has been extracted without material adjustment
from the consolidated audited financial statements of Norcros for the year ended 31 March 2017
which were published on 14 June 2017 and incorporated by reference into Part X (Historical
Financial Information Relating to the Group) of this document.

Note 7

The financial information relating to the Merlyn Group has been extracted without material
adjustment from the consolidated statement of financial position of Merlyn as at 31 March 2017
as set out in section B of Part XI (Historical Financial Information of the Merlyn Group) of this
document.

Note 8

The adjustment to cash represents the net proceeds from the Placing and Open Offer and Firm
Placing, being gross proceeds of the capital raise of £31.4 million net of transaction costs
associated with the capital raising of £1.5 million.

Note 9

This adjustment to cash and non-current borrowings represents the additional drawdown on the
amended and restated revolving credit facility (the “Amended RCF”) of £41.8 million which,
together with the proceeds of the Placing and Open Offer and Firm Placing, will fund the
acquisition of the Merlyn Group.

The increase in cash of £40.8 million is net of £0.6 million costs associated with the amendment
and restatement of the existing revolving credit facility which will be capitalised and shown net of
the non-current borrowings. As the existing revolving credit facility has been amended and
restated, the unamortised costs relating to the cost of raising the existing revolving credit facility
will be written off and expensed. The balance of these unamortised costs as at 31 March 2017
was £0.2 million.

The pro forma adjustment to cash is calculated as follows:

Drawdown of the Amended RCF 41.4 million
Less: Costs associated with the amendment and restatement of the existing

revolving credit facility (0.6) million
Pro forma adjustment 40.8 million
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The pro forma adjustment to the non-current borrowings is calculated as follows:

Drawdown of the Amended RCF (41.4) million
Less: Capitalisation of costs associated with the amendment and

restatement of the existing revolving credit facility 0.6 million
Add: Unamortised costs relating to the existing revolving credit facility to be

written off (0.2) million
Pro forma adjustment (41.0) million
Note 10

The Group will account for the Acquisition under IFRS by applying the purchase method. Under
this method the cost of the Acquisition is the aggregate of the fair values, at the Acquisition date,
of the assets and liabilities acquired. The identifiable assets and liabilities of the Acquisition will
be measured initially at fair value at the Acquisition date. The excess of the cost of the
Acquisition over the net fair value of the identifiable assets and liabilities is recognised as
goodwill. A fair value exercise to allocate the purchase price will be completed following
completion of the Acquisition; therefore, no account has been taken in the pro forma of any fair
value adjustments that may arise on the Acquisition.

As a result of the Acquisition, the following pro forma adjustments to goodwill and cash have
been made:

The pro forma adjustment to goodwill is calculated as follows:

Enterprise value 60.0 million
Add: financial net funds 8.8 million
Cash consideration 68.8 million
Less: Merlyn Group net assets (17.1) million
Pro forma adjustment to goodwill 51.7 million

The pro forma adjustment to cash is calculated as follows:

Cash consideration 68.8 million
Transaction fees associated with the acquisition 1.9 million
Pro forma adjustment to cash 70.7 million
Note 11

In preparing the unaudited pro forma net assets statement no account has been taken of the
trading or other transactions of the Merlyn Group or the Group since 31 March 2017.

B.9 Profit forecast / estimate Not applicable — no profit forecasts or estimates have been made.
B.10 Audit report — qualifications | Not applicable — there are no qualifications made in the audit report.
B.11 Insufficient working Not applicable.
capital . - - - .
The Company is of the opinion that, taking into account the bank facilities available to
the Group (as constituted from time to time), the working capital available to the
Group (as constituted from time to time) is sufficient for its present requirements, that
is, for at least the period of 12 months from the date of this document.
The Company is of the opinion that, taking into account the net proceeds of the
Capital Raising and the bank facilities available to the Enlarged Group, the working
capital available to the Enlarged Group is sufficient for its present requirements, that
is, for at least the period of 12 months from the date of this document.
SECTION C - Securities
Element Disclosure Disclosure
requirement
CA Description of the The Company proposes to issue 6,165,312 Firm Placing Shares pursuant to the
New Ordinary Shares Firm Placing and 12,088,849 Open Offer Shares pursuant to the Placing and Open
Offer.
The nominal value of each New Ordinary Share is £0.10.
When admitted to trading, the New Ordinary Shares will have an ISIN of
GBO0BYYJL418, SEDOL number BYYJL41 and will trade under the symbol
“NXR.L".
C2 Currency of the New Pounds sterling.
Ordinary Shares
C.3 Issued Share Capital As at the Latest Practicable Date, the Company had in issue 61,653,134 fully paid

Ordinary Shares of £0.10 each.
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C.4

Rights attaching to
the New Ordinary
Shares

The New Ordinary Shares will rank pari passu in all respects with each other and
with all Existing Ordinary Shares, including for voting and dividend rights and rights
on a return of capital.

The New Ordinary Shares are not redeemable. However, the Company may
purchase or contract to purchase any of the New Ordinary Shares on or off- market,
subject to the Companies Act and the requirements of the Listing Rules.

C5 Restrictions on The New Ordinary Shares will be freely transferable and there are no restrictions on
transfer transfer.
C.6 Admission to trading Applications will be made for the New Ordinary Shares to be admitted to the
premium segment of the Official List and to trading on the London Stock Exchange’s
Main Market. It is expected that Admission will become effective and that dealings in
the New Ordinary Shares will commence at 8.00 a.m. on 23 November 2017.
Cc.7 Dividend Policy The Board intends to continue with its progressive dividend policy subject to the
Group’s earnings, cash flow and balance sheet position.
SECTION D - Risks
Element Disclosure Disclosure
requirement
D.1 Information on the key Risks relating to the Group, the Merlyn Group and, following Completion, the

risks specific to the
Issuer or its industry

Enlarged Group

The Group’s financial performance is subject to the effects of fluctuations in foreign
exchange rates, in particular the US Dollar, the Euro and the South African Rand.

The Group translates its results in South Africa from the South African Rand into
Sterling. Should the South African Rand weaken against Sterling, the Group’s
reported profits will decrease as a result. Any changes in the foreign exchange rates
relevant to such translation could affect the Group’s ability to meet the banking
covenants to which it is subject, which are referred to below.

The Group’s financial results show an aggregate deficit in its defined benefit pension
scheme, as at 31 March 2017, of £62.7 million (2016: £55.7 million) assessed in
accordance with IAS 19 (revised). There are various risks that could adversely affect
the funding of the defined benefits under the scheme and consequently the Group’s
funding obligations.

Demand in the Group’s markets is dependent on new building activity and repair,
maintenance and improvement activity in both the public and private sectors. This is
in turn influenced by macroeconomic factors, such as GDP, interest rate fluctuations,
inflation rates, availability of credit, equity market conditions, unemployment rates,
consumer confidence and changes in government spending policy.

The implications of the decision of the UK to leave the EU, together with the outcome
of the negotiations of the UK’s exit, are not known as at the date of this document.
The Group will face a period of prolonged uncertainty regarding aspects of the UK
economy including the possibility of a period of recession, together with other risks
which could materially and adversely affect the legal, operational, regulatory,
insurance and tax regime(s) to which the Group is currently subject.

The Group is dependent on consumer and commercial demand for showers, taps,
bathroom accessories and for wall and floortiles in the UK and South African markets
and in export markets. A material shift in consumer preferences, or competitive
pressures from the Group’s direct and indirect competitors, could result in a decline
in sales volume or pricing pressure.

Competition could be intensified due to a major development or breakthrough in the
manufacture of showers, taps, bathroom accessories and/or floor and wall tiles
which might create a substitute for one or more of the Group’s key product lines.

New manufacturers may enter the markets in which the Group operates and some of
its current competitors have, and future competitors may have, significant financial,
marketing and other resources and established brand names.

There is one key customer who accounts for 11.8 per cent. of the Group’s revenue
for the year ended 31 March 2017. Any significant deterioration in the relationships
between the Group’s businesses and that customer, whether as a result of inability to
agree terms on renewal of any relevant contract, a change of management in that
customer, gains made by the Group’s competitors or otherwise, could have a
material adverse effect on the Group’s business, financial position and/or results of
operations.

Many of the contractual arrangements with customers are short term in nature (as is
common in the Group’s markets) and there exists some risk that the current
performance of a business may not be maintained, and further growth may not be
achieved, if such contracts were not renewed or extended, or were maintained at
lower volumes due to a decline in economic activity.
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There are certain key suppliers who account for high levels of supply. Many of the
contractual arrangements with suppliers are short term in nature (as is common in
the Group’s markets) and there exists some risk that the current performance of a
business may not be maintained, and further growth may not be achieved, if such
contracts were not renewed or extended, or if alternative suppliers needed to be
engaged.

A lack of supply of raw materials such as clay or sand, components such as
electronics or brassware, or gas or electricity could have significant impacts on the
Group’s ability to manufacture product.

The Group has a number of manufacturing facilities for the manufacture of tiles and
adhesives. Each of these facilities is subject to operating risks such as shortages in
raw materials, industrial accidents (including fire), extended power outages,
withdrawal of permits and licenses, breakdowns in machinery, equipment or
information systems, prolonged maintenance activity, strikes, natural disasters and
other unforeseen events. The risk of energy supply interruption is an elevated risk in
South Africa as its utility infrastructure is less well developed than in the UK.

The success of the Group and its ability to grow and increase its market share
depends significantly on its continuing ability to recruit, retain and motivate highly
skilled employees in each area of its activities. There can be strong competition for
personnel from other companies and organisations and there may at any time be
shortages in the availability of appropriately skilled people at any particular levels
within the Group.

The Group is subject to key banking covenants including interest cover and debt
cover. Failure to meet these covenants could result in the Group being in default of
its banking facilities, which could result in an acceleration of the Group’s obligation to
repay its borrowings before the expiry date of the Group’s principal banking facilities
and the lending banks would also be able to make a demand on any guarantees
given in respect of the facilities.

Part of the Group’s strategy is to grow through selective acquisitions. Performance of
acquired businesses may not reach expectations impacting Group profitability and
cash flows. The process of integrating an acquired business may be prolonged due
to unforeseen difficulties and may require a disproportionate amount of the Group’s
resources and management’s attention.

The Group relies heavily on the proper operation, performance and development of
its IT systems and processes to carry on its business. New IT systems and changes
to management systems may not be successfully implemented, managed or
integrated. Furthermore, information and communication systems by their nature are
susceptible to internal and external security breaches, including computer hacker
and cyberterrorist attacks or wilful breaches by employees, and can fail or become
unavailable for a period of time.

The Group pays interest and other facility fees based on local base rates and LIBOR
rates. It is therefore exposed to movements in interest rates. In addition, interest rate
fluctuations will affect the return on the Group’s cash investments.

Risks relating to the Acquisition

Successful implementation of a smooth and efficient integration of the Merlyn Group
operations following Completion of the Acquisition will require a significant amount of
management time and, as a result, may affect or impair the ability of the
management team of the Enlarged Group to run the business effectively during
the period of integration.

Achieving the advantages of the Acquisition will depend partly on the efficient
management and coordination of the activities of the Group and the Merlyn Group.

The Group conducted due diligence on the Merlyn Group that it deemed reasonable
and appropriate based on the facts and circumstances applicable to the Acquisition.
There can be no assurance that the assessments or due diligence conducted on the
Merlyn Group will prove to be correct or reveal or highlight all relevant facts that may
be necessary or helpful in evaluating the Acquisition, and actual developments may
differ significantly from the Group’s expectations.

The Acquisition is conditional upon the passing of the Resolutions at the General
Meeting and the Sponsor and Placing Agreement not having been terminated and
being unconditional in all respects save as regards the Placing Conditions, with
provisions in the Acquisition Agreement for the Acquisition Agreement and other
acquisition documents to enter into escrow following the satisfaction of Resolution
Condition with the only conditions to their release from escrow being Admission.
There can be no assurance that these conditions will be satisfied or waived, if
applicable, and that Completion will be achieved. Prior to Completion, the Company
has limited rights to terminate the Acquisition. Accordingly, in the event that there is
an adverse event affecting the value of Merlyn or the value of the Merlyn business
declines prior to Completion, the value of the Merlyn business purchased by the
Group may be less than the consideration agreed to be paid by the Company and, as
a result, the net assets of the Enlarged Group could be reduced.

D.3

Information on the key
risks specific to the
New Ordinary Shares

Investors should be aware that the value of Ordinary Shares may be volatile and may
go down as well as up and investors may therefore not recover their original
investment.
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The Group cannot predict what effect, if any, future sales of Ordinary Shares, or the
availability of Ordinary Shares for future sale, will have on the market price of
Ordinary Shares.

The Firm Placing is being offered only to certain institutional investors, and only the
Open Offer Shares are being made available to Qualifying Shareholders. The
percentage of the Company’s issued share capital that the Existing Ordinary Shares
represent will be reduced by 22.8 per cent. to 77.2 per cent. as a result of the Capital
Raising. If Qualifying Shareholders do not respond to the Open Offer by 11.00 a.m.
on 21 November 2017 (being the latest date for acceptance and payment in full in
respect of their entittements), the percentage that their Existing Ordinary Shares
represent of the Company’s issued share capital will be reduced even further.
Certain Overseas Shareholders will, in any event, not be able to participate in the
Open Offer. Qualifying Shareholders who do not take up any of their Open Offer
Entitlements under the Open Offer, and Shareholders who are not eligible to
participate in the Open Offer, will suffer a dilution of up to approximately 22.8 per
cent. of their interests in the Company.

The Group may seek to raise financing to fund future acquisitions and other growth
opportunities. The Group may, for these and other purposes, such as in connection
with share incentive and share option plans, issue additional equity or convertible
equity securities. To the extent that such issues take place on a non-pre-emptive or
partially non-pre-emptive basis, the Company’s shareholders will suffer dilution in
their percentage ownership of the Ordinary Shares.

The Company may issue additional shares in the longer term, which may adversely
affect the market price of the Ordinary Shares in issue prior to that new issue. It is
possible that the Company may decide to offer or issue additional shares in the
future. An additional offering or issue of shares by the Company, significant sales of
shares by major Shareholders or public perception that an offering, issue or sale may
occur could each have an adverse effect on the market price of the Ordinary Shares.

The Company cannot guarantee that it will always or ever be in a position to pay a
dividend. Future dividends to be received by the Shareholders will depend on the
progress of the Group’s businesses and the Group’s ability to be profitable and cash
generative.

The New Ordinary Shares may not be a suitable investment for all the recipients of
this document. Before making a final decision, investors are advised to consult an
appropriate independent investment adviser authorised under FSMA who
specialises in advising on acquisitions of shares and other securities.

Sales of a substantial number of Ordinary Shares in the market, whether of New
Ordinary Shares which were acquired in the Capital Raising or of Existing Ordinary
Shares, or the perception that those sales might occur, could adversely depress the
market price of Ordinary Shares.

The Open Offer is not being made to certain Overseas Shareholders as the
securities laws of certain jurisdictions restrict the Company’s ability to allow
participation by certain Overseas Shareholders in the Open Offer (and in any
future issue of shares carried out by the Company). Their proportionate ownership
interests in the Company will therefore be diluted.

Subject to certain exceptions, there are additional restrictions on the resale of the
New Ordinary Shares in Australia for a period of 12 months after Admission. These
restrictions could make it more difficult to resell the New Ordinary Shares in many
instances and this could have an adverse effect on the market value of the New
Ordinary Shares.

The Ordinary Shares will be quoted, and any dividends to be paid in respect of them
will be paid, in pounds Sterling. An investment in Ordinary Shares by an investor in a
jurisdiction whose principal currency is not pounds Sterling exposes the investor to
foreign currency exchange rate risk. Any depreciation of the pound Sterling in
relation to such foreign currency will reduce the value of the investment of the
Ordinary Shares or any dividends in foreign currency terms.

Any change in taxation legislation or the interpretation of taxation legislation could
affect the Company’s ability to provide returns to Shareholders.

SECTION E - Capital Raising

Element Disclosure Disclosure
requirement
E.1 Net Proceeds / The net proceeds of the Capital Raising will be approximately £29.9 million, after
Expenses expected expenses of £1.5 million incurred in relation to the Capital Raising.
Expenses in connection with the Acquisition are expected to be £2.4 million.
No expenses will be charged to subscribers for New Ordinary Shares in connection
with Admission or the Capital Raising by the Company.
E.2a Reasons for the The net proceeds of the Capital Raising will be used to partially fund the

Capital Raising / Use
of Proceeds

consideration for the Acquisition and associated transaction fees.
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E.3

Terms and Conditions
of the Capital Raising

The Company proposes to issue the Firm Placing Shares and the Open Offer Shares
pursuant to the Capital Raising to raise approximately £31.4 million, before
expenses. Numis has made arrangements to conditionally place the Firm Placing
Shares with Firm Placees and to conditionally place the Open Offer Shares with
Placees, subject to claw-back to satisfy valid applications by Qualifying Shareholders
under the Open Offer, in each case pursuant to the Sponsor and Placing Agreement,
or failing which, to subscribe for such Firm Placing Shares or such Open Offer
Shares itself.

Qualifying Shareholders are invited, subject to the terms and conditions of the Open
Offer, to subscribe for Open Offer Shares pro rata to their holdings as at the Record
Date at the Offer Price per Share of 172 pence, payable in full in cash on application,
free of all expenses, on the basis of:

10 Open Offer Shares for every 51 Existing Ordinary Shares

in each case rounded down to the nearest whole number of Open Offer Shares. To
the extent that the Open Offer Shares are not taken up by Qualifying Shareholders
under the Open Offer, an equivalent number of shares will be subscribed for by
institutional investors pursuant to the Placing.

The Offer Price was set having regard to the prevailing market conditions and the
size of the Capital Raising. The Offer Price represents a discount of approximately
5.9 per cent. to the Closing Price of 182.75 pence per Ordinary Share on 1 November
2017 (being the last Business Day before the announcement of the Capital Raising).
The Directors believe that it is necessary to offer the New Ordinary Shares at a
discount to complete the Capital Raising to allow the Company to raise the required
funding and accordingly believe that such discount is in the best interests of the
Shareholders, and that the Offer Price is appropriate for the Capital Raising.

The Capital Raising is expected to result in 18,254,161 New Ordinary Shares being
issued (representing approximately 22.8 per cent. of the Enlarged Share Capital
immediately following Admission).

The Capital Raising is conditional, amongst other things, on:
° the Resolutions being passed by the Shareholders at the General Meeting;

° the Sponsor and Placing Agreement becoming unconditional and not having
been terminated in accordance with its terms; and

° Admission becoming effective by no later than 23 November 2017.
The Sponsor and Placing Agreement is conditional, amongst other things, on:
° the Acquisition Agreement:

° having been duly executed by all of the parties thereto, and not having
been terminated or rescinded prior to Admission; and

° becoming unconditional in all respects and having been completed in
escrow (with the sole condition to release from escrow being a
condition equivalent to the condition relating to Admission referred to
below, the Escrow Condition);

° the Amendment and Restatement Agreement:

° having been duly executed by all of the parties thereto, and not having
been terminated or rescinded prior to Admission; and

° becoming unconditional in all respects and the loan being available for
draw-down upon delivery of the relevant utilisation request (subject, in
each case, only to the release of the Acquisition Agreement from
escrow upon satisfaction of the Escrow Condition, the satisfaction of
any condition equivalent to the conditions relating to admission to the
Official List, admission to trading and Admission referred to below and
the Company not becoming aware, and the Facility Agent (as defined
in the Facilities Agreement) not notifying the Company, that a Default
(as defined in the Facilities Agreement) is continuing or would result
from the proposed loan at any time before the Facility Agent (as
defined in the Facilities Agreement) sends the relevant monies to the
relevant account);

° the UKLA agreeing to admit the New Ordinary Shares to the Official List of the
UKLA and the London Stock Exchange agreeing to admit the New Ordinary
Shares to trading on its main market for listed securities (both subject only to
the allotment of the New Ordinary Shares); and

° Admission occurring on or before 8.00 a.m. on 23 November 2017.

The above-mentioned conditionality is intended to ensure that the Refinancing,
Completion and Admission occur simultaneously and that one of them cannot occur
without the others occurring.

Application will be made for the New Ordinary Shares to be admitted to listing on the
premium segment of the Official List and to trading on the London Stock Exchange’s
Main Market for listed securities. It is expected that Admission will become effective
and dealings in the New Ordinary Shares will commence at 8.00 a.m. on
23 November 2017.
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The New Ordinary Shares will, when issued and fully paid, rank pari passu in all
respects with the Existing Ordinary Shares, including the right to receive all
dividends or other distributions declared, made or paid after the date of their issue.
The New Ordinary Shares will be in registered form and capable of being held in
certificated or uncertificated form in CREST.

E.4

E.5

Interests that are
material to the issue /
conflicting interests

Name of the offeror/
lock-up agreements

Not applicable. There are no interests, including conflicting interests, which are
material to the Capital Raising, other than those disclosed in B.6 above.

Not applicable.

E.6

Dilution

The New Ordinary Shares will represent approximately 22.8 per cent. of the
Enlarged Share Capital immediately following Admission.

Following the issue of the Firm Placing Shares to be allotted pursuant to the Firm
Placing, Shareholders, regardless of whether they take up their full entittements
under the Open Offer or not, will suffer a dilution of up to approximately 7.7 per cent.
of their interests in the Company. Qualifying Shareholders who do not take up any of
their Open Offer Entitlements under the Open Offer, and Shareholders who are not
eligible to participate in the Open Offer, will suffer a dilution of up to approximately
22.8 per cent. of their interests in the Company.

E.7

Estimated expenses
charged to investor

Not applicable. Expenses of, or incidental to, the Capital Raising will be paid by the
Company. There are no commissions, fees or expenses to be charged to investors
by the Company.
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RISK FACTORS

Any investment in the Company or the New Ordinary Shares is subject to a number of risks.
Before investing in the New Ordinary Shares, prospective investors should consider carefully the
factors and risks associated with the New Ordinary Shares, the Enlarged Group’s business and the
industry in which it operates, together with all other information contained in this document
including, in particular, the risk factors described below.

Prospective investors should note that the risks relating to the Group, the Merlyn Group and (if the
Acquisition becomes effective) the Enlarged Group, their businesses and industry and the New
Ordinary Shares summarised in the section of this document entitled “Summary” are the risks that
the Directors believe to be the most essential to an assessment by a prospective investor of
whether to consider an investment in the New Ordinary Shares. However, as the risks which the
Group and the Merlyn Group face, and the Enlarged Group will face, relate to events, and depend
on circumstances, that may or may not occur in the future, prospective investors should consider
not only the information on the key risks summarised in the section of this document entitled
“Summary” but also, among other things, the risks and uncertainties described below.

The risks and uncertainties described below represent those which the Directors consider to be
material as at the date of this document. However, these risks and uncertainties are not the only
ones facing the Group, the Merlyn Group and, if the Acquisition becomes effective, the Enlarged
Group. Additional risks and uncertainties not presently known to the Directors, or that the Directors
currently consider to be immaterial, may individually or cumulatively also materially and adversely
affect their business, results of operations, financial condition and/or prospects. If any or a
combination of these risks actually occurs, the business, results of operations, financial condition
and/or prospects of the Group, the Merlyn Group and, if the Acquisition becomes effective, the
Enlarged Group could be materially and adversely affected. In such case, the market price of the
Ordinary Shares could decline and investors may lose all or part of their investment. Investors
should consider carefully whether an investment in the New Ordinary Shares is suitable for them in
the light of the information in this document and their personal circumstances.

The following is not an exhaustive list or explanation of all risks that prospective investors may
face when making an investment in New Ordinary Shares and should be used as guidance only.
The order in which risks are presented is not necessarily an indication of the likelihood of the risks
actually materialising, of the potential significance of the risks or of the scope of any potential harm
fo the Group’s business, prospects, results of operation and financial position.

1 Risks relating to the Group, the Merlyn Group and, following Completion, the Enlarged
Group
Market conditions
Demand in the Group’s markets is dependent on new building activity and repair,
maintenance and improvement activity in both the public and private sectors. This is in turn
influenced by macroeconomic factors, such as GDP, interest rate fluctuations, inflation rates,
availability of credit, equity market conditions, unemployment rates, consumer confidence and
changes in government spending policy.

A deterioration in new building activity, repair maintenance and improvement activity or the
economic conditions in the markets in which the Group operates, both directly and indirectly,
could adversely affect demand for the Group’s products and, following Completion, the
Enlarged Group and as such, their business, financial condition, prospects and/or results of
operations.

The success of the Group’s and, following Completion, the Enlarged Group’s business
depends in part on its ability to identify and respond to evolving macro-economic and sector
trends in demographics and customer preferences. Failure to identify or effectively respond to
changing requirements and preferences of its customer base could adversely affect the
Group’s and, following Completion, the Enlarged Group’s business, financial condition,
prospects and/or results of operations.

South African operations

Approximately 33 per cent. of the Group’s activities by revenue are conducted in South Africa,
where the Group may be exposed to risks outside of its control, such as political, social and
economic instability, unexpected changes in the regulatory environment, exposure to different
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legal standards or employment relations and potentially adverse tax consequences. Any of the
above factors could disrupt the Group’s business, resulting in increased costs, liability for
damages or reduced future growth opportunities. Potential losses caused by these disruptions
may not be covered by insurance. In addition, the geographical spread of the Group’s
operations means that management co-ordination of effort and communications with
employees is subject to certain challenges, which could lead to inefficient allocation of
resources or duplication of effort. The occurrence of any of these events could have a
material adverse effect on the Group’s business, financial condition, prospects and/or results
of operations.

A number of the Group’s South African properties are leasehold and the Directors have made
certain assumptions about future rent reviews. If these rents were to be agreed at rates
higher than currently anticipated, there would be an adverse impact on the Group’s financial
performance.

In addition, there is a risk that leases may not be renewed. This would result in additional
costs being incurred in selecting suitable alternative premises and relocating to them and
there is a risk that such alternative premises may not be available.

Foreign currency exchange risk

The Group’s financial performance is subject to the effects of fluctuations in foreign exchange
rates. In particular, the Group sources a significant proportion of its components and goods
for resale from Europe and the Far East which are denominated in foreign currencies
(primarily the US Dollar and the Euro). Such currencies have strengthened relative to Sterling
over the past year following the UK’s vote to leave the European Union.

Should Sterling or the South African Rand weaken against the major currencies, this could
result in an increase in future input costs.

The Group translates its results in South Africa from the South African Rand into Sterling.
Should the South African Rand weaken against Sterling, the Group’s reported profits will
decrease as a result. Any changes in the foreign exchange rates relevant to such translation
could affect the Group’s ability to meet the banking covenants to which it is subject, which
are referred to below.

Pension scheme management

The Group has a defined benefit pension scheme with 7,600 members and liabilities of
£467 million and assets of £404 million. The scheme was closed to new members and future
accrual with effect from 1 April 2013 and replaced by an auto-enrolment compliant defined
contribution scheme. Corporate bond and gilt yields are at historically low levels.

Triennial valuations are undertaken every three years after which recovery plans are agreed
between the scheme trustee and the Company. The next valuation is due in March 2018.

The Group’s financial results show an aggregate deficit in this scheme, as at 31 March 2017,
of £62.7 million (2016: £55.7 million) assessed in accordance with IAS 19 (revised). There are
various risks that could adversely affect the funding of the defined benefits under the scheme
and consequently the Group’s funding obligations, including the following:-

- the assumptions used by the Group allow for improvements in life expectancy. However,
if life expectancy improves at a faster rate than assumed, this would result in greater
payments from the scheme and consequently an increase in scheme liabilities;

— a reduction in corporate bond yields would result in a lower discount rate being used to
value the scheme liabilities and consequently result in an increase in scheme liabilities.
Additionally, an increase in inflation would increase the scheme liabilities as the majority
of the pension payments increase in line with inflation, although there are a number of
caps in place to ensure that the impact of high inflation is minimised; and

— a reduction in the value of investments caused by fluctuating exchange rates and a
variety of other market factors would result in a lower valuation of scheme assets.

Government regulations and standards

Proposals relating to the manufacturing, assembly and production of showers, taps, bathroom
accessories and wall and floor tiles are often under consideration in the United Kingdom and
the EU. If the Group was required to substitute materials or processes to comply with
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regulatory changes, it may have difficulties sourcing such materials at competitive prices or
adjusting its processes to accommodate any changes. Although its products have obtained
approval from government regulators in the past, if government regulators determine that its
products no longer meet applicable standards or if it is unable to obtain required approvals in
the future, the Group’s business, financial condition, prospects and/or results of operations
may be adversely affected.

Environmental regulations and matters

The Group’s businesses are subject to a broad and increasingly stringent range of
environmental, health and safety laws as well as building, product and other laws, regulations
and standards in the jurisdictions in which it operates. The nature of its operations means that
it faces a risk of the contamination of land with hazardous wastes resulting from its
manufacturing processes and causing nuisance in certain circumstances.

Costs related to the Group’s compliance with environmental laws may have a significant
negative impact on its operating results. These include obligations related to sites currently or
formerly owned or operated by it, if it caused or knowingly permitted any contamination there,
or where it disposed of waste from its operations. It also has to comply with stringent waste
management regulations, particularly in relation to hazardous waste. Failure to comply with
waste regulations could potentially result in regulatory action, fines and additional capital and/
or operational costs. In addition, claims or corrective action to abate nuisance caused by its
operations may result in increased capital expenditure and liabilities.

The Group is also unable to predict future changes in environmental laws or policies,
including with respect to carbon emissions in the production of its products and the
environmental impact of its products. It is also unable to predict future changes in the ultimate
cost of compliance with such laws and policies. It may be adversely affected as a result of
new or revised legislation or regulations or by changes in the interpretation or enforcement of
existing laws and regulations. New regulations could require it to modify or renew its existing
permits, acquire costly equipment, refit existing plants or redesign products or to incur other
significant expenses. The Group’s business, financial condition, prospects and/or results of
operations could also be materially adversely affected by both domestic and foreign regulatory
issues and proceedings.

Health and safety

The Group’s manufacturing and distribution operations are carried out under potentially
hazardous conditions. Although it intends to continue to operate in accordance with relevant
health and safety regulations and requirements, it remains susceptible to the possibility that
liabilities may arise as a result of accidents or other workforce-related misfortunes, some of
which may be beyond its control. Accidents or events that are detrimental to the health and
safety of its employees could have a material adverse effect on the Group’s business,
financial condition, prospects and/or results of operations.

Intellectual property

The Group relies on a combination of patents, trademarks, trade names, product certificates,
confidentiality and nondisclosure clauses and agreements, copyrights and registered and
unregistered design rights to define and protect its rights to the intellectual property in its
products. It also relies on extensive product, industry, manufacturing and market “know-how”
that cannot be registered and may not be subject to any confidentiality and nondisclosure
clauses or agreements. It cannot guarantee that any of its know-how or registered or
unregistered intellectual property rights, or claims to such rights, will now or in the future
successfully protect what it considers to be the intellectual property underlying its products in
any or all of the jurisdictions in which it does business, or that its registered or unregistered
rights subsequently will not be successfully opposed or otherwise challenged.

To the extent that the Group’s innovations and products are not protected by patents,
copyrights or other intellectual property rights in any of its key markets, third parties (including
competitors) may be able to commercialise its innovations or products or use its know-how,
which could have a material adverse effect on the Group’s business, financial condition,
prospects and/or results of operations. In addition, legal protection of its intellectual property
rights in one country will not provide protection in certain other countries where it operates.
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The Group may face claims that it is infringing the intellectual property rights of others. If any
of its products are found to infringe the patents or other intellectual property rights of others,
its manufacture and sale of such products could be significantly restricted or prohibited and it
may be required to pay substantial damages, which could have a material adverse effect on
the Group’s business, financial condition, prospects and/or results of operations.

Product failures or product recalls

The Group’s business is dependent on the continued performance of its installed products in
the marketplace. Its quality control procedures or those of its component suppliers may fail to
test for all possible conditions of use of, or to identify all defects in the design, engineering or
specifications of, its products. The inadvertent supply of defective or inferior products that
cause product failure during use or the recall of products for any reason could cause damage
to properties or dwellings giving rise to potentially extensive claims for damage, as well as
negatively impacting its reputation and the perception of its product quality and reliability in its
principal markets.

Product liability claims, arising from personal injury or other damage, present a risk of
protracted litigation, substantial money damages, reputational damage, costs and expenses
and diversion of management’s attention from the operation of the Group’s business, which
could have a material adverse effect on the Group’s business, financial condition, prospects
and/or results of operations.

The UK’s membership of the European Union

On 23 June 2016, UK citizens voted in favour of the UK leaving the EU. The terms of any
withdrawal are subject to a negotiation period that could last at least two years after the
government of the United Kingdom formally initiated the withdrawal process on 29 March
2017. The implications of this decision, together with the outcome of the negotiations of the
UK’s exit from the EU with other EU member states, are not known as at the date of this
document.

The Group accordingly faces and, following Completion, the Enlarged Group will face a period
of prolonged uncertainty regarding aspects of the UK economy including the possibility of a
period of recession, together with other risks which could materially and adversely affect the
legal, operational, regulatory, insurance and tax regime(s) to which the Group is currently
subject.

The effect of these risks could also be to increase compliance and operating costs whilst
restricting the movement of its capital and the mobility of its personnel. Changes in the way
goods are imported into and exported from the UK may result in higher tariffs and other cost
increases.

The uncertainty created by the outcome of the referendum may also lead to heightened levels
of market volatility both in the UK and globally. Any of these risks, taken singularly or in
aggregate, could have a material adverse effect on the Group’s and, following Completion,
the Enlarged Group’s business, financial position and/or results of operations.

As a result of the uncertainty following the referendum, the British pound sterling experienced
a sharp depreciation against a range of currencies. This has led to increased inflationary
pressures on the Group’s business.

Response of the Group to changing consumer preferences

The Group is dependent on consumer and commercial demand for showers, taps, bathroom
accessories and for wall and floor tiles in the UK and South African markets and in export
markets. A material shift in consumer preferences for any of the Group’s products, or
competitive pressures from the Group’s direct and indirect competitors, could result in a
decline in sales volume or pricing pressure that would have a material adverse effect on the
Group’s business, financial condition, prospects and/or results of operations.

The Group must identify and interpret trends and respond in a timely manner. The Group
continually markets new products, but demand for and market acceptance of these new
products are uncertain. The Group’s failure to anticipate, identify or react swiftly to changes in
consumer preferences could result in lower sales, higher markdowns to reduce excess
inventories and lower profits. Conversely, if the Group fails to anticipate increased consumer
demand for its products, it may experience inventory shortages, which would result in lost
sales and could negatively impact the Group’s customer goodwill, brand and profitability.
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Competition

Competition could be intensified due to a major development or breakthrough in the
manufacture of shower, taps, bathroom accessories and/or floor and wall tiles which might
create a substitute for one or more of the Group’s key product lines, due to companies
developing new cost structures or due to competitors establishing co-operative relationships or
alliances among themselves or with third parties to increase the competitiveness of their
products. Accordingly, in such instances, the Group’s sales, margins and/or market shares
may decrease.

New manufacturers may enter the markets in which the Group operates and some of its
current competitors have, and future competitors may have, significant financial, marketing
and other resources and established brand names. The Groups competitors could use their
significant resources to increase their marketing, develop new products or reduce their prices
in a manner that adversely affects the Group’s ability to sell its products at prices that
generate the same margins the Group has earned in the past or at all.

The industry may undergo a period of consolidation and the Group’s current and potential
competitors may pursue strategic acquisitions to enable them to penetrate the market the
Group currently occupies and to acquire market share at the Group’s expense. Existing and/
or increased competition could adversely affect the Group’s market share and/or force the
Group to consider price reductions which could have a material adverse effect on the Group’s
business, financial condition, prospects and/or results from operations. The inability of the
Group to maintain its competitiveness may also have a material adverse effect on the Group’s
business, financial position and/or results of operations.

These and other competitive pressures may prevent the Group from competing successfully
against current or future competitors. Such competitive pressures could have a material
adverse effect on the Group’s business, financial position and/or results of operations.

Reliance on key customer and customer relationships

There is one key customer who accounts for 11.8 per cent. of the Group’s revenue for the
year ended 31 March 2017. Any significant deterioration in the relationships between the
Group’s businesses and that customer, whether as a result of inability to agree terms on
renewal of any relevant contract, a change of management in that customer, gains made by
the Group’s competitors or otherwise, could have a material adverse effect on the Group’s
business, financial position and/or results of operations.

Whilst the Group has a diverse range of customers and has maintained relationships with
such customers through the relationships and contacts of the management teams engaged in
each of the Group’s businesses, many of the contractual arrangements with customers are
short term in nature (as is common in the Group’s markets) and there exists some risk that
the current performance of a business may not be maintained, and further growth may not be
achieved, if such contracts were not renewed or extended, or were maintained at lower
volumes due to a decline in economic activity.

Relationships with the Group’s suppliers

Whilst the Group has a diverse range of suppliers and has maintained relationships with such
suppliers through the relationships and contacts of the management teams engaged in each
of the Group’s businesses, there are nevertheless certain key suppliers who account for high
levels of supply. Many of the contractual arrangements with suppliers are short term in nature
(as is common in the Group’s markets) and there exists some risk that the current
performance of a business may not be maintained, and further growth may not be achieved,
if such contracts were not renewed or extended, or if alternative suppliers needed to be
engaged.

The Group aims to capitalise on the longstanding relationships it has developed with
suppliers. These relationships can change over time as a result of many factors, including
change of personnel (either at the Group or at the supplier), change in ownership of the
supplier or disagreement over the manner in which products are sold by the Group. Any
significant deterioration in the Group’s relationship with any of its key suppliers, whether as a
result of a change of management or ownership in any supplier or disagreement over the
manner in which products are sold by the Group, could have a material adverse effect on the
Group’s business, financial condition, prospects and/or results of operations.
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The Group may not be able to acquire suitable products in sufficient quantities on terms
acceptable to it in the future. The Group is dependent on suppliers to assure the quality,
quantity, price and existence of external products used or sold within the Group and its
inability to acquire suitable products in the future, or the loss of one or more of its suppliers
and its failure to replace any one or more of them, could have a material adverse effect on
the Group’s business, financial condition, prospects and/or results of operations.

If there were delays in product shipments due to freight difficulties, industrial action (including
strikes by personnel at ports through which products are transported) or elsewhere in its
supply chain, the Group’s business, financial condition, prospects and/or results of operations
could be materially affected.

Availability of raw materials/components, and supply chain failure

Raw materials, components and energy represent a significant proportion of the Group’s input
costs. In the event that all of the Group’s suppliers were unable or unwilling to meet its
demand for raw materials on a timely basis or on acceptable commercial terms, it would be
forced to seek alternative raw materials which may be time consuming or otherwise not
commercially feasible. A lack of supply of raw materials such as clay or sand, components
such as electronics or brassware, or gas or electricity could have significant impacts on the
Group’s ability to manufacture product and, therefore, on the Group’s business, financial
condition, prospects and/or results of operations.

Reliance on production facilities

The Group has a number of manufacturing facilities for the manufacture of tiles and
adhesives. Each of these facilities is subject to operating risks such as shortages in raw
materials, industrial accidents (including fire), extended power outages, withdrawal of permits
and licenses, breakdowns in machinery, equipment or information systems, prolonged
maintenance activity, strikes, natural disasters and other unforeseen events. Although it is
able in limited circumstances to meet certain manufacturing requirements at other facilities,
any significant interruption of operations at its manufacturing facilities could seriously impede
its ability to meet customer orders or maintain appropriate levels of inventory, which could
have a material adverse effect on the Group’s business, financial condition, prospects and/or
results of operations. The risk of energy supply interruption is an elevated risk in South Africa
as its utility infrastructure is less well developed than in the UK.

Staff retention and recruitment

The Group employs approximately 2,000 people worldwide. The success of the Group and its
ability to grow and increase its market share depends significantly on its continuing ability to
recruit, retain and motivate highly skilled employees in each area of its activities. This
includes retaining key senior management. There can be strong competition for personnel
from other companies and organisations and there may at any time be shortages in the
availability of appropriately skilled people at any particular levels within the Group. While the
Group has employment or service contracts with its key executives and personnel, and has in
place the Plans to incentivise key executives and technical personnel, it cannot guarantee the
retention of such key executives and personnel. The failure to retain and/or recruit additional
or substitute senior managers and/or other key employees could have a material adverse
effect on the Group’s business, financial condition, prospects and/or results of operations.

In addition, while the Group has in place succession planning measures aimed at ensuring
the development of its employees to provide successors, over time, for its existing executive
directors and senior managers, there can be no assurance that these measures will be
successful or that the Group will be able to attract, develop or retain executives of the right
calibre. The departure of any of the executive directors or certain other senior employees of
the Group could, in the short term, have a material adverse effect on the Group’s business,
financial condition, prospects and/or results of operations.

Future growth plans may be restricted or delayed by difficulties experienced in recruiting and
retaining appropriate staff. The Group offers market rates for employment however any
increase in market demand for specific key functions within the Group may lead to upward
pressure on wages and limit the availability of recruitment of personnel into key positions.
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The Group’s business is dependent upon maintaining relationships with its key customers.
These relationships are maintained by senior Group personnel. The Group has in place
restrictive covenants and employs other measures, such as the Plans, to dissuade such
personnel, including the executive Directors, from leaving the Group. Notwithstanding this, if
key personnel were lost, it could lead to the weakening or loss of the Group’s relationships
with key customers.

Collective bargaining agreements and trade unions

Norcros SA (Pty) Ltd is one of a number of employers who abide by a collective bargaining
agreement with the Chemical, Energy, Paper, Printing, Wood and Allied Workers’ Union and,
although Norcros SA (Pty) Ltd does not recognise the National Union of Miners, some of its
employees are members of that union and that union has, in the past, organised strikes in
which those employees were involved. Any inability to negotiate acceptable new arrangements
under that collective bargaining agreement could cause strikes or other work stoppages, any
new arrangements could result in increased operating costs and limit the Group’s flexibility in
dealing with relevant operational matters and those unions could organise further strikes or
other work stoppages. If any such strikes or other work stoppages occur, or if other
employees become represented by a trade union, the Group could experience a disruption in
its operations and increased labour costs. Labour relations affecting its suppliers of products
and services could also adversely affect the Group’s businesses.

Performance against banking covenants

The Group is subject to key banking covenants including interest cover and debt cover.
Failure to meet these covenants could result in the Group being in default of its banking
facilities, which could result in an acceleration of the Group’s obligation to repay its
borrowings before the expiry date of the Group’s principal banking facilities and the lending
banks would also be able to make a demand on any guarantees given in respect of the
facilities. The Group cannot give any assurance that it would be able to refinance any such
borrowings on commercially reasonable terms, or at all, in the longer term. The failure by the
Company to comply with all of these covenants and/or its inability to refinance its borrowings
in the longer term could have a material adverse effect on the Group’s business, financial
condition, prospects and/or results of operations.

Acquisition risk

Part of the Group’s strategy is to grow through selective acquisitions. Performance of
acquired businesses may not reach expectations impacting Group profitability and cash flows.
The process of int