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Disclaimer
IMPORTANT: You must read the following before continuing. The following disclaimer applies to this document. This document has been prepared and issued by Polypipe Group plc (“Polypipe”, the “Company” or the “Group”) solely for use at a presentation (the “Presentation”)
regarding a contemplated placing of new ordinary shares (the “Shares”) of the Company (the “Placing”) and is the sole responsibility of the Company. “Presentation” shall mean and include this document, including any printed or electronic copy of these slides, information
communicated during any delivery of the presentation, any oral briefing in connection with it and the question-and-answer session that follows that briefing and any other document or material distributed at or in connection with the Presentation.
By attending the Presentation or accepting this document you agree to the conditions set out below and you will be deemed to have represented, warranted and undertaken to the Company and the Joint Global Co-ordinators (as defined below) that: (i) if you are in the United
Kingdom, you are a relevant person (as defined herein); (ii) if you are in a member state of the European Economic Area (“EEA”) you are a Qualified Investor (as defined herein); (iii) if you are in the United States of America, you are a qualified institutional buyers (“QIB”) as
defined in the U.S. Securities Act of 1933, as amended (the “Securities Act”); (iv) you have read and agree to comply with, and be bound by, the contents of this disclaimer including, without limitation, the obligation to keep this Presentation and its contents confidential; (v) you
understand the legal and regulatory sanctions attached to the misuse, disclosure or improper circulation of the Presentation; (vi) you will not at any time have any discussion, correspondence or contact concerning the information in this Presentation with any of the directors or
employees of the Company or its subsidiaries nor with any of their suppliers in respect of the Company or its subsidiaries without the prior written consent of the Company; and (vii) you will use the information in the Presentation solely in connection with evaluating your possible
interest in the Placing and not for any other purpose.
Deutsche Bank AG, London Branch (“Deutsche Bank”), is authorised and regulated by the European Central Bank and the German Federal Financial Supervisory Authority (“BaFin”) and, with respect to activities undertaken in the United Kingdom, is authorised by the Prudential
Regulation Authority (“PRA”) with deemed variation of permission, and is subject to regulation in the United Kingdom by the Financial Conduct Authority (“FCA”) and limited regulation by the PRA. Numis Securities Limited (“Numis” and together with Deutsche Bank, the “Joint
Global Co-ordinators”) is authorised and regulated in the United Kingdom by the FCA. Each of Joint Global Co-ordinators is acting exclusively for the Company in connection with the Placing and will not be acting for any other person or be responsible to any other person for
providing the protections afforded to its customers or for advising any person on the Placing, the contents of the Presentation or any matter, transaction or arrangement referred to herein. Apart from the responsibilities and liabilities, if any, which may be imposed on the Joint
Global Co-ordinators by the Financial Services and Markets Act 2000 (“FSMA”) or the regulatory regime established thereunder, neither of the Joint Global Co-ordinators, nor any of their respective affiliates, makes any representation or warranty, expressed or implied, as to the
contents of this Presentation and neither Joint Global Co-ordinator, nor any of their respective affiliates, accepts any liability whatsoever for the accuracy, completeness or verification of or opinions contained in this document (or for the omission of any material information) nor
shall any Joint Global Co-ordinator, nor any of their respective affiliates, be responsible for the contents of this Presentation or for any other statement made or purported to be made by it, or on its behalf, in connection with the Company or the Placing. Each Joint Global Coordinator and each of their respective affiliates accordingly disclaims all and any liability whether arising in tort, contract or otherwise (save as referred to above) in respect of this Presentation or any such statement.
The information contained in this Presentation may (in whole or in part) constitute inside information for the purposes of the UK Criminal Justice Act 1993 (as amended) (“CJA”) or the market abuse regime under the Market Abuse Regulation (EU) 596/2014 (which forms part of
domestic UK law pursuant to the European Union (Withdrawal) Act 2018) ("UK MAR") or under Market Abuse Regulation (EU) 596/2014 (“EU MAR”). By accepting and attending this Presentation, you agree not to use all or any of the information contained herein (except to the
extent that it has lawfully been made public) to deal, advise or otherwise require or encourage another person to deal in the securities of the Company or engage in other behaviour which amounts to the criminal and civil offences of insider dealing and/or market abuse under the
CJA, EU MAR or UK MAR or which may otherwise constitute a violation of other applicable securities laws. Recipients of this Presentation are responsible for determining whether or not they are in possession of inside information.
This document has not been (i) produced as a result of a process which was designed to ensure that it satisfies the standards of accuracy, disclosure or completeness required of a prospectus, or listing particulars or other disclosure document to be published in connection with
an application for shares or other securities to be admitted to listing or dealing or trading on a regulated market or a recognised investment exchange (as defined in FSMA) or (ii) subjected to the due diligence investigations, verification and other procedures commonly carried out
or applied in relation to the publication of a prospectus, listing particulars or other disclosure document on such an application, nor does it contain all information that would be required if it were a prospectus. Accordingly, this document does not purport to be all-inclusive and
should not be relied upon, or form the basis for any decision or action, by any person.
To the fullest extent permitted by law, none of the Company, any Joint Global Co-ordinator nor their respective subsidiaries or affiliates or members nor any of their respective directors, officers, employees, representatives or agents accepts any liability whatsoever (in contract,
tort or otherwise) for any direct, indirect or consequential loss or loss of profit arising from the use of this document, or its contents or otherwise arising in connection with the Presentation, reliance on the information contained herein or therein, or on opinions communicated in
relation thereto or otherwise arising in connection therewith. This document has not been approved by any competent regulatory or supervisory authority.
The Presentation is for information and discussion purposes only and does not purport to contain all information that may be required to evaluate the Company and/or its financial position. It does not constitute, and should not be construed as, or form part of an offer or invitation
to acquire, sell or otherwise dispose of, or issue, any Shares or other securities of the Company, or any solicitation of any offer in respect of any Shares or other securities of the Company nor does it give or purport to give legal, tax or financial advice. The Presentation is not
intended to provide the basis for any credit or other evaluation of any Shares of the Company and should not be considered as a recommendation that any investor should subscribe for or purchase any such Shares. Neither the Presentation nor any other documentation or
information (or any part thereof) delivered or supplied under or in relation to any Shares shall be deemed to constitute an offer of or an invitation or recommendation to purchase or subscribe for such Shares. The merits or suitability of any Shares should be independently
determined by such investor. Any such determination should involve, among other things, an assessment of the legal, tax, accounting, regulatory, financial, credit and other related aspects of such Shares. No copy of the Presentation may be retained after the meeting. The
Presentation may not be (in whole or part) reproduced, distributed, passed on, stored, introduced into a retrieval system of any nature or disclosed in any way to any other person. This document is strictly confidential and is being provided to you solely for your information and for
use at the Presentation in connection with the Placing and may not be disclosed or reproduced in any form or further distributed, directly or indirectly, to any other person or published in whole or in part, for any purpose; any failure to comply with this restriction may constitute a
violation of applicable securities or other civil laws. You shall treat and safeguard as strictly private and confidential all information contained in this document and take all reasonable steps to preserve such confidentiality.
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Disclaimer (Cont’d)
The Presentation is not being distributed to, and must not be passed on to, the general public in the EEA or the United Kingdom. This Presentation is being made to, and is directed only at, (a) persons in a member state of the EEA (“Relevant State”) who are qualified investors
within the meaning of the Prospectus Regulation (EU) 2017/1129 (“Prospectus Regulation”) ("Qualified Investors"), (b) persons in the United Kingdom who are qualified investors within the meaning of the Prospectus Regulation as it forms part of domestic UK law pursuant to the
European Union (Withdrawal) Act 2018 (i) who have professional experience in matters relating to investments falling within Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (“Order”) (investment professionals) or (ii) who fall within
Article 49(2)(a) to (d) of the Order (high net worth companies, unincorporated associations etc.), and (c) those persons to whom it may otherwise be lawfully communicated (all such persons referred to in (b) above, being “relevant persons”). The Presentation must not be acted
on or relied on by persons who are not, in the United Kingdom, relevant persons or, in a Relevant State, Qualified Investors, and any investment or investment activity to which this Presentation relates is available only to and will be engaged in only with such persons. Solicitations
resulting from this document will be responded to only if the person concerned is a relevant person. Any person who is not a relevant person who has received any document forming part of this presentation must return it immediately.
The information contained herein is subject to change without notice and past performance is not indicative of future results. The information and opinions expressed in this Presentation are provided as of the date of this Presentation. Some of the information in this Presentation
may still be in draft form. Further, it should be noted that certain financial information and certain prospective information contained herein may not have been finalised or audited. Neither the Company nor the Joint Global Co-ordinators are under any obligation to update or keep
current the information in this Presentation. No representations or warranties, express or implied, are given by the Company, any of the Joint Global Co-ordinators, any of their respective members, directors, officers, advisers, agents or employees or any other person connected
with any of them or any other person as to the fairness, accuracy or completeness of the information or opinions contained in this document or the Presentation.
To the extent available, the industry and market data contained in this Presentation has come from official or third party sources. Third party industry publications, studies and surveys generally state that the data contained therein have been obtained from sources believed to be
reliable, but that there is no guarantee of the accuracy or completeness of such data. While the Company believes that each of these publications, studies and surveys has been prepared by a reputable source, the Company has not independently verified the data contained
therein. In addition, certain of the industry and market data contained in this Presentation come from the Company’s own internal research and estimates based on the knowledge and experience of the Company’s management in the market in which the Company operates.
While the Company believes that such research and estimates are reasonable and reliable, they, and their underlying methodology and assumptions, have not been verified by any independent source for accuracy or completeness and are subject to change without notice.
Accordingly, undue reliance should not be placed on any of the industry or market data contained in this Presentation.
Certain statements in the Presentation are forward looking statements. These forward-looking statements, which typically contain the words “intends,” “expects,” “anticipates,” “targets,” “plans,” “estimates” or words of similar import, speak only as at the date of the Presentation
and you should not place undue reliance on them. These statements are based on current expectations and beliefs and, by their nature, are subject to a number of known and unknown risks and uncertainties that could cause actual results, performance and achievements to
differ materially from any expected future results, performance or achievements expressed or implied by such forward-looking statements. Past performance of the Company cannot be relied on as a guide to future performance. The forward-looking statements are based on
numerous assumptions regarding the Company’s present and future business strategies and the environments in which the Company will operate in the future and such assumptions may or may not prove to be correct. In addition, all projections, valuations and statistical
analyses provided in this document may be based on subjective assessments and assumptions, may use alternative methodologies that produce different results and should not be relied upon as an accurate prediction of future performance. Except as required by applicable law
or regulation, none of the Company, its agents, employees or advisors undertakes any obligation to update or revise any forward-looking or other statements, whether as a result of new information, future developments or otherwise. Nothing in this document or the Presentation
should be considered a profit forecast.
The distribution of this Presentation in certain jurisdictions is or may be restricted by law. The Presentation is not intended for distribution to, or use by any person or entity in any jurisdiction or country where such distribution or use would be contrary to local law or regulation. In
particular, the information contained in this Presentation (including any part or copy of it) is not for publication, release or distribution, and may not be taken or transmitted into: (i) the United States (other than to QIBs); or (ii) Australia, Canada, Japan, New Zealand or the Republic
of South Africa. Any failure to comply with this restriction may constitute a violation of United States, Canadian, Japanese, New Zealand or South African securities law. Further, the distribution of this document in other jurisdictions may be restricted by law, and persons into
whose possession this document comes are required to inform themselves about, and observe, any such restrictions.
No prospectus has been filed with any securities commission or similar regulatory authority in Canada in connection with the offer and sale of the Shares. No securities commission or similar regulatory authority in Canada has reviewed or in any way passed upon this document
or on the merits of the Shares and any representation to the contrary is an offence. In Canada, the Shares may only be offered and sold in the provinces of Alberta, British Columbia, Ontario and Quebec on a private placement basis only and is exempt from the requirement that
the issuer prepares and files a prospectus under applicable Canadian securities laws. Any resale of Shares acquired by a Canadian investor in this offering must be made in accordance with applicable Canadian securities laws, which resale restrictions may under certain
circumstances apply to resales of the Shares outside of Canada.
The securities proposed to be offered in connection with the Placing have not been and will not be registered under the Securities Act or with any securities regulatory authority of any state or jurisdiction of the United States or under the securities laws of Australia, Canada,
Japan, New Zealand or the Republic of South Africa or any state, province or territory thereof any may not be taken up, offered, sold, resold, pledge, transferred, delivered or distributed, directly or indirectly, within, into or from Australia, Canada, Japan, New Zealand, the
Republic of South Africa or the United States, or to, or for the account or benefit of, any person with a registered address in, or who is resident or ordinarily resident in, or a citizen of, any such jurisdiction or to any person in any country or territory where to do so may contravene
applicable securities laws or regulations except pursuant to an applicable exemption. Any securities of the Company will only be offered and sold (i) outside the United States in “offshore transactions” within the meaning of and in reliance on the safe harbour from the registration
requirements under the Securities Act provided by Regulation S promulgated thereunder or (ii) inside the United States only to QIBs in transactions exempt from the registration requirements under the Securities Act.
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Well Positioned for the Future
 Polypipe has managed the challenges of the COVID-19 crisis by:
— Taking significant actions to strengthen our balance sheet and increase strategic and financial flexibility
— Continuing to invest in key strategic growth projects
 Consistent with the update on 2 February 2021, trading continued to recover to 2020 year end, with this momentum
continuing into the new year
 The Group intends to issue its preliminary full year results on 16 March 2021
 As our markets have continued to recover, we have made market share gains and in line with our previously stated
strategy, we will pursue organic and inorganic growth opportunities
 Successful recent acquisition of Nu-Heat for £27m
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Acquisition of ADEY
Market leading manufacturer of filters, chemicals and related products used to protect
water-based heating systems
 Cash consideration of £210m, acquired on a cash free, debt free basis1

Transaction
Overview

— Implied acquisition multiple of ~11.8x 2020E ADEY’s Underlying EBITDA2

 Funded through bank debt of c.£120m and an ABB placing of c.8.2% (c.£90m)
 Pro-forma 2021E leverage expected to be below 1.5x

Compelling
Strategic
Rationale

Significant
Financial
Benefits
1.
2.

 Broadens and enhances Polypipe’s portfolio of market leading brands and solutions
 Attractive market driven by regulatory and environmental tailwinds, expected to continue to
deliver above-market growth
 Significant growth opportunities across the combined business
 Expected to be double digit EPS accretive in the first full year of ownership
 ROIC expected to be in line with Polypipe’s cost of capital in second full year of ownership
 Expected to enhance Group growth, margins, and free cash flow

Based on locked-box accounts as at September 2020
2020E Underlying EBITDA is operating profit from continuing operations before exceptional items, intangibles, amortisation and depreciation (unaudited)
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ADEY Overview (1/3)
 Market leading manufacturer of filters and chemicals used
to protect water-based heating systems
 Strong brand heritage as the pioneer of magnetic
filtration technology

2003

>5 million

Year founded

ADEY filters fitted in the
UK & Ireland

~70%

~35%

UK Residential
filters market share

UK Residential chemicals
market share

7%

33%

L3Y Revenue CAGR2

Avg. EBITDA margin L3Y3

 Product offering addresses three core markets:
Residential, Commercial, Commercial Water Testing

 Multi-route to market strategy, with embedded and
long-standing relationships with major players across
each of the channels
 Strong organic growth – with a proven track record
of delivering growth ahead of the underlying UK
Construction market
 Best-in-class margins1 reflect premium positioning and
significant value add of ADEY technology
 Experienced management team; strong cultural fit
1.
2.
3.

Determined by comparison to ADEY’s main competitors
Based on Net Revenue 2017-2020E (unaudited)
Based on 2018-2020E Underlying EBITDA and Net Revenue (unaudited)
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ADEY Overview (2/3)
Total system proposition, with a portfolio of products designed to clean, flush, maintain, protect
and test residential and commercial heating systems
Benefits of ADEY solutions

Total System Proposition

 Reduce heating system breakdowns
~80% of boiler breakdowns in first five
years due to magnetite sludge

 Driving energy efficiency and

MagnaClean

MagnaCleanse

Clean & Protect Test & Maintain

Removes magnetite
and other debris from
the water-based
heating system to
ensure ongoing
protection and to
extend life of boiler

A system flush with
MagnaCleanse
removes virtually all
black iron oxide and
can be achieved in as
little as two hours

Removes damaging
black iron oxide
sludge, debris and
scale, and protects
against system
corrosion and scale
deposition,
maintaining heating
efficiency and boiler
performance

reducing costs
Saving homeowners up to £80 on annual
energy bills

 Reduced carbon emissions
Reduce carbon emissions by 7% per
household

Source: Based on independent research undertaken by KIWA Gastec and Delta Energy & Environment

Fast, accurate and
reliable water testing
services, providing
on-site analysis that
can ensure longevity
and efficiency of the
heating system
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ADEY Overview (3/3)
 UK focused business with a growing presence in international markets
 Considerable exposure to more resilient and generally higher margin UK Residential RMI segment
 Extensive range of products and solutions underpinned by continued product and service innovation
By Geography1

By End-Market1

By Product1

2%4%
8%

2%
6%

16%
4%
of which
Residential
RMI:
>90%

UK

1.

Europe

EuropeRest of World
Rest of World

Gross Revenue breakdown as of 2019

54%
19%

86%

92%

UK

8%

Residential
Residential
International
International

Commercial
CWT
Commercial
CWT

FiltersFilter
Chemicals

Chemicals

Chem++Filter
Filter packs
Chemicals
Packs
CWT
CWT

Others
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Attractive Market Driven by Regulatory and Environmental Tailwinds…
Existing UK Heating Systems – UK RMI
 Approximately 21 million (~75%) UK heating systems
are not adequately protected by a filter
 Part L1 of the Building Regulations, and Benchmark
Scheme are driving greater adoption of filters and
chemicals by installers
 Key boiler manufacturers are promoting filters to
comply with warranties and prevent claims
 Replacement heating systems need radiators to work
at 55°C, placing a premium on operating efficiency
 Growing share of mixed
installations
also need to work efficiently at lower temperatures
UFH2/radiator

1.
2.
3.

Refers to The Future Homes Standard: Part L
Refers to underfloor heating
Ministry of Housing, Communities & Local Government live tables on housing supply

UK New Build
 Consistent with Future Homes Standard, Building
Regulation Part L already requires cleaning and
inhibitor chemicals are dosed into heating system
 Building Regulation – New Part L expected by 2022.
Latest January 2021 consultation draft mandates
filter installation in addition to cleaning and
chemicals for new heating systems
 Incremental new build residential opportunity
up to c.180k p.a.3
 ADEY technology applicable in move to hydrogen,
and even more so in air/ground source heat systems
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…Expected to Support ADEY’s Above-Market Growth
ADEY has consistently outperformed the UK construction market
 Residential water-based heating protection market is one of the fastest growing segments of the UK construction
market, driven by:
— Shift towards more energy-efficient heating systems
— Boiler manufacturers support and promote the use of filters and chemicals – including via extended warranties
— Environmental and regulatory tailwinds
10.2%

8.8%
4.8%

10.0%

7.8%

5.3%

4.6%
1.6%
(0.5%)

2016A

2017A

2018A

1

1.
2.

Net Revenue growth
Based on Construction Products Association data (Winter 2020/21) for Total Output excluding Infrastructure

2019A

UK Construction Market2

2020E
(15.7%)
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Core UK Platform with Expanding International Presence

United Kingdom
⁓£44m1

APAC
<£1m1

 Market leading platform in the UK

 Selected international markets
provide growth opportunity

 Dedicated international sales team of
18 focused on key accounts

US and Canada
~£1m1

1.

Based on 2019A Net Revenue

Europe
~£4m1

 Focused approach on markets
whereby heating technologies and
key growth drivers are consistent with
the UK
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ADEY is an Excellent Fit with Polypipe Strategy

P
P
P
P
P
P
P
1.
2.
3.

Growth driven by environmental and regulatory tailwinds,
expected to deliver above-market growth
Investing in a portfolio of market leading brands

#1

#1

Market position in
UK Residential filters

Market position in
UK Residential chemicals

Seeking opportunities consistent with our ESG objectives,
and businesses that operate sustainably
33%

~80%

Avg. EBITDA
Margin L3Y1

Avg. Cash Flow
Conversion L3Y2

UK focused with international growth opportunities

90%+

18

Revenue generated by
UK operations

Sales Managers
outside the UK

Leveraging existing customer relationships

Housing
developers

Above sector average profitability & cash flow generation

Competitive advantage and added value based on
know-how, application knowledge, and intellectual property

Based on 2018-2020E Underlying EBITDA and Net Revenue (unaudited)
Based on 2018-2020E and defined as (Underlying EBITDA - Capex) / Underlying EBITDA (unaudited)
Adey opened a third lab in Q4 2020 in Manchester, UK

60+
Products launched
since 2003

Merchant
channel

Heating/plumbing
installers

~80%

2

Revenue covered by
intellectual property

UKAS accredited
laboratories3
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Financial Summary

ADEY – Attractive Financial Profile with Best-in-Class Margins
EBITDA1 (£m)

Net Revenue (£m)
 Robust revenue growth ahead of
the UK construction market

EBITDA margin

7%

14%

‘17-’20E CAGR

‘17-’20E CAGR

 Strong margins, which have been
further expanding in recent years
 Strong underlying cash flow conversion2
(Average of ~80% during 2018-2020E)

35%
33%

41

45

49

51

31%
30%

18
14

16

12

2017
Note:
1.
2.

2018

2019

2020E

December year end. Reference to “best-in-class margins” determined by comparison to ADEY’s main competitors
2020E Underlying EBITDA is operating profit from continuing operations before exceptional items, intangibles, amortisation and depreciation (unaudited)
Defined as (Underlying EBITDA - Capex) / Underlying EBITDA (unaudited)

2017

2018

2019

2020E
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Attractive Proposition for Shareholders

 Similar to Nu-Heat, the ADEY business is
consistent with our focus on low or zero
carbon heating as a growth driver, and
allows us to leverage existing capabilities
to support growth

EBITDA1 (£m)

Net Revenue (£m)

EBITDA margin

49

514

21%

33%

22%

16

114

465

 Expected to enhance Group margins

98

 Expected to be double digit EPS
accretive in first full year of ownership
 ROIC expected to be in line with
Polypipe’s cost of capital in second full
year of ownership

(Pro-forma for Nu-Heat)2

Note:
1.
2.

(Pro-Forma)

Revenue and EBITDA represent 2019A
Underlying EBITDA is operating profit from continuing operations before exceptional items, intangibles, amortisation and depreciation (unaudited)
Pro-forma to include £17.7m Net Revenue and £2.7m EBITDA contribution from Nu-Heat

(Pro-forma for Nu-Heat)2

(Pro-Forma)
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Next Steps

Financing

 Cash consideration of £210m, acquired on a cash free, debt free basis
 Transaction financed through a combination of an equity placing and existing committed
debt facilities
— Equity placing of c.£90m (c.8.2% of existing issued share capital)
— Drawdown of c.£120m on £300m existing committed RCF
 Pro-forma 2021E leverage expected to be below 1.5x
 Maintains financial flexibility

Integration1

 Will be reported as part of the Residential Systems division and will continue to be led by
the existing, highly experienced management team
 Potential opportunities for ADEY’s technology to be combined with Polypipe’s broader
product offering, including with the recently acquired Nu-Heat business

1.

Transaction signed and completed on the same day
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Conclusion

Conclusion
An excellent fit with existing strategy and a strong platform for growth

P

Growth driven by environmental and regulatory tailwinds, expected to deliver above-market growth

P
P
P
P
P

Investing in a portfolio of market leading brands

Seeking opportunities consistent with our ESG objectives, and businesses that operate sustainably

Above sector average profitability & cash flow generation

UK focused with international growth opportunities

Leveraging existing customer relationships

P

Competitive advantage and added value based on know-how, application knowledge, and intellectual property
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Q&A
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Q&A

To ask a question, please use the below conference line:
United Kingdom (Local): 020 3936 2999
All other locations: +44 203 936 2999
Access Code: 032025
To register a question, press *1 on phone keypad. To remove the question, press *2
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