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Inditherm at a glance

Based near Rotherham, South Yorkshire and incorporated in the United Kingdom, Inditherm
plc owns the proprietary patented, low voltage, carbon-based conductive polymer technology
(CPT) This provides a flexible heating matenal that can be fitted over a wide varety of shapes,
as well as laid out flat to heat large areas from above or below Running from a low voltage (6Y
1o 50V) DC or AC power supply, It can reach temperatures of up to 120°C

Applications for the technology are numerous but dunng the development stage of the
Company 1t 1s focusing on medical applications, where there are perceived to be significant
growth opportunities, and a range of standard products for heating intermediate bulk
containers {IBCs), drums and gas bottles

Inditherm — Target markets

Medical

In the Medical market, Inditherm specialises in warming solutions to prevent hypothermia and
heat therapy systems for the treatment of Injuries and improving intravenous treatments such
as chemotherapy Patient warming products are pnmarly used in operating theatres, recovery
and intensive care, accident & emergency and neonatal areas They offer improved chnical
performance, combined with significant cost savings over tracitional technologies Products
are sold In the UK via a direct sales force with suppaort of regional distnbutors and internationally
through a network of distnbutors

Industrial

The company currently focuses its attention on standard products for heating containers such
as industry standard IBCs, drums and gas bottles Products are sold predominantly in the UK
via an office based sales resource The product range 1s being developed and expanded to
sabisfy market requirements

A small number of other products are made for customers where there 1s a standard design
and volumes Justify the development work
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Strategic Report and Operating & Financial Review

Qverview

In Iine with the market conditions ndicated In our Interm Raport, the year showed an improved performance from
expert activities offset by challenging crcumstances in the NHS and in our Industnial business We continue to see
interest in our products, however we stll are expenencing delays to projects Neverthelsss as the imperative for cost
reduction in the UK health service continues, and the importance of savings offered by Inditherm are recognised, we
expect to return to growth in the UK

Wa saw progress with the distnbutership of the ATOM neonatal product range durng the year, which has helped
balance some of the shortfall In sales of our own products Order intake i the first quarter of 2015 has shown a similar
healthy start to the year as in 2014

In the standard products secter of our Industnal business we saw steady performance in the first half of the year
Rescurce constraints prevented us sustaining that nto the second half, but a positive contrbution was still derved

Reduced turnover for the business, combined with the increased overheads put in place to target export growth,
resulted in significantly increased fosses

Results

Turnaver for the year fell by 10% to £1,847k (2013 £2,062k) Gross profit fell 14% to £1,004k (2013 £1,163k) In Iine
with turnover and reflecting the shift towards export business which have lower operating margins

Dunng the year we commenced direct engagement with customers in the USA, invested further to support our other
export terntones and retaned consultants to identify strategic options for the business Accordingly, overheads
increased by £14 1k dunng the year, to £1,403k (2013 £1,262k) This resulted in an increased operating loss of £399k
{2013 £99k), but an underlying operating loss before exceptional costs of £356k (2013 £99K), and post-tax loss of
£375k (2013 £77k) The excepiional costs conaist of £32k (2013 £riY) relating to reviewing the strategic options and
£11k {2013 £nil) relabing to additienal costs to support an orderty handover of the work in the technical department

The year end cash and cash equivalents balance was £1,165k {2013 £1,835k), representing an outflow of £470k
{2013 inflow £57K), reflecting trading performance

Sales and Marketing

Overall Madical revenue in 2014 fall by 9%, with the sizeable NHS orders placed in 2013 not repeated  Industnal
revenue also fell by 22% due to the elmingtion of industral process actwities, resource constrants and our strategic
decision not to let this sector distract us from our care Medical activities

In commaen with the reported experiences of other medical equipment suppliers, our UK Medical business suffered
from slow decision making in the NHS Whilst NHS Trusts have been pursuing other and perhaps larger cost-saving
projects, we do not see any underlying lack of interest in our offaring, just an apparent delay in progressing projects
to a conclusion This situation 1s much as stated in our Intenm Report, with sales charactensed by smaller orders for
the operating theatre sector and reduced sales of necnatal products due to pressures on capital budgets We contirue
to see interest in the Managed Service offenng, but this has not acceleratad uptake as we had hoped

The case studies generated in the last year and the NICE gurdance and implementation support information continue
to underpin our promotion Into the UK operating theatre market in the neonatal sector our reputation appears to
reran strong and this 1s supported by a number of approaches from equpment producers to sell ther products in
the UK, which we are evaluating

annual report 2014

wpana InAitharm fam



Inditherm plc

waran InAitherm ram

Strategic Report and Operating & Financial Review
{continued)

We continued to see a good order intake for the ATOM products, albeit from existing users which typifies this market
sector NHS hospitals will typically only consider changing incubator supplher infrequently, and even then may wish to
stay with familar products, so the number of new projects 1s imited, but often of high value when they matenalise We
continue to buld our market presence with these products through our existing sales channels, promoting on the
back of our established reputation

We saw goed performance from a number of our distnbutors dunng the year, with an 18% overall increase in export
orders {excluding the USA) We further strengthened our resource for export activities dunng the year in ing with our
declared intention to dnve progress with our overseas distnbutian channels We enjoyed particular success In the
Japanese market, through a combination of our existing channels into the operating theatre market boosted by intial
order intake from our OEM partners in both neanatal and theatre sectors, and saw continued growth in China The
start of 2015 has seen very encouraging performance n Mexico where we have instigated a rental programme to
overcome capital constraints, this 1s also expected to secure an ongoing revenua stream

Towards the end of 2014 we retained our own dedicated resource in the USA to manage the market and start to dnve
growth We have already established a solid network of regional specialty distributors for our cperating reom products
who have taken demonstration stock and are actave in the market There are positive signs that we are already seeing
more interest and we are beneftting from hawving moere direct feedback from customers We are also seeking an
agreement for naticnal distnbution of cur neonatal range in the coming months The US market has shown a growing
interest in LifeStart and a number of key centres have applied for budget 1o acquire systems This presents an exciting
patential, although 1t 1s still a little early to know how far or fast the demand will grow, however any research that
promotes Delayed Cord Clamping where LifeStart has been used should serve to support our marketing efforts

Woe continue to pursue OEM opportunities in different sectors Two in Japan ars already taken to market and a third
15 only pending medical device approvals of the partner’s product in which our technology 1s Incorporated One project
has now been put on hold by the partner and others are progressing at modest rates, but outside our control Overall
wa are starting to see benefits from some of thess collaborations and will continue to support projects that we consider
warrant the resource

Product Development

We have continued to enhance our products durnng the year, expanding a number of our ranges and adding new
features We believe that these new additions will strengthen our product proposiion and in some cases open new
market opportunities We will continue to develop new products, with a focus on those that use our core technology
or that fit with our existing competencias and routes 1o market

Operations

We have mantaned a dedicated and adaptable producton team that allows us to react to vanations in product
demand and meet our anticipated growth plans We also invest as necessary in tooling and equipment to meet the
needs of our manufactunng processes and the Medical Device regulatons

We have invested further in our sales and marketing team and believe this will have a posiiive Impact on our results
Feedback from our customers and distnbutors remains positive, confirming that they consider the quality of Inditherm's
products and the service and support provided to be excellent




Strategic Report and Operating & Financial Review

{continued)

Key Performance indicators

The Board of directors monitor the following key performance indicators in gbsolute and relative terms

2014 2013
Order growth rate (Year on year) {22%) 36%
The valua of orders won in the year dropped by 22% due {0 lower actvities
with the UK NHS and the loss of work for ADI following their decision to exit the
Industrial Process heating segment, offset by 18% growth in export markets
(excluding the USA)
Gross Margin % (Annual percentage) 54% 56%
Smalt drop in Gross margin % 1s largely explained by the higher percentage of
overseas revenues where margins are shghtly lower Overseas revenues have
increased from 38% to 47%
Overheads before exceptional items £1,360k £1,282k
QOverheads have been agan subject to tight cast control
The increase 1s largely explaned by addiional seling resource put in place to
target export growth
Cash resources availahle £1,165k £1,835k

Cash outflow for the year of £470k reflact the loss for the year, lower trade
cradit due to lowar activity levels and a reduction in deferred ncoms

Principal nsks and uncertainties

The Group has a formal process for Identifying principal nsks and has a programme for reviewing these nsks as par

of its monthly Board meeting business The principal nisks faced by the Group are

[ ) Business growth rates and global economic factors
The Group’s Board review on a monthly basis the level of orders recevad, the absolute level of prospects
being pursued, and through a weighted scoring system the qualty and timing of future prospects

* Liguidity and going concern
The Group's Board review on & monthly basis the Group's cash flow statement and the assocrated
performance ratios for inventones, receivables and payables Closure Yabilities are calculated and updated
monthly and compared with the cash resources In hand to ensure the Group 1s trading solvently

[ ] Polymer production and development programme
Currently polymer production runs are performed on average once a year because of the current usage levels
and the economic batch sizes needed to utilise the coatng equipment There 18 an ongoing programme of
work to imprave the efiiciency of the process, which involves working with the coniract mixer and coating
suppler to reduce set up wastage and improve the consistency of the resistance of polymer over tha full
length of the run

® Patents infringement
The Group constantly surveys the market for smilar technologies and maintains a close contact with all its
markets to ensure that if something 1s seen that appear to be comparable with Inditherm's patented
technolegy it 1s investigated from both a technical and patent law perspective

Dividends

As stated in previous years, the Board intends 1o devote the Company's financial resources to business development
This intention, which the Board believes 1s in the bast interest of the shareholders, has continued dunng 2014 and the

Board does not expect to declars a divdend duning the Company's continuing development
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Strategic Report and Operating & Financial Review
(continued)

Employees

We continug to invest in our workdorce to ensure we have the aporopnate skills with which to grow the business We
have coeniinued our policy of retaining our loyal staff through the short term peaks and troughs of demand On behalf
of the Board, we thank our staff most sincersly for their continued support

Outlook

The mpact of capital constraints in the NHS on our business dunng the year underlines for us ths unpredictability of
capital equipment sales in the UK Medical market Our managed senace proposition has been well received In panciple
as the strngent caprtal budget controls Imit nvestment n many hospitals This offering allows them to access revenue
budgets Prowvided this interest can be converted to orders, it will have the advantage of gving us an ongoing revenue
stream The strong arguments for Inditherm’s cost saving potenhal in the operating theatre area, as supported by
NICE guidance, remain valid

The additional revenue from distnbution of the ATOM product range in the UK & Ireland has continued to add a valuable
cantribution to our UK business We have exclusive supply arrangements in the UK from one of the threa principal
manufacturers of incubators Our presence on the NHS Supply Chain framework agreement, the product strengths
and our good reputation in the necnatal market, makes vs optimistic that we will make further progress with ATOM
preducts this year

With addional resources in place wa resumed growth in export orders for cur Medical business in 2014 We focussed
on the terrtones with greatest perceved potential with a number of notable successes ensung We have continued
to strengthen our distnbution In a number of areas and see this as an ongoing process We aim to build on thig

During the year we identified an oppoeriunity to take a more proactive approach to the USA market, albeit by making
a significant investment With disappointing performance in the market for many years, we have taken the opportunity
to introduce dedicated control of distnbution The new arrangements were up and running towards the end of 2014
and we have already secured distnbution channels covenng many of the key states Activity levels are already nigh
and we are optimist:c that we can deliver an improvement in performance in the year ahead We are seeing early
interest In LifeStart in the USA and if this translates intc orders it could underpin our aspirations for this year and could
delver encouraging growth moving forward 1t 1s still 2arly days for this part of our business, so there has to be a level
of uncertainty until such time as we start to convert Imbal projects to orders and establish a pattern of sales

We expact some of the projects involving the use of Inditherm technology in third party products (OEM) to start to
delver sales revenues this year, albeit on a modest scale due to the early stage of products in the market However
these have the potential tc accelerate in future years with Ittle sales resource needed from Inditherm We hava othar
projects in development, however the uncertainty surrounding those requires us to be cautious (in our outlook

We anticipate that our Industnal standard product business wiil continue to daliver a small positive contributon We
do not wish to be distracted from the core medical business and feel our resources need to be carefully allocated,
with the result that growth In this sector cannot be guaranteed

We expect to see sales growth in 2015, although it 1s likely that the uneven order pattern will continue We anticipate
that tha highest growth potential will come fram some recovery of lost momentum in the LUK and possibly some
additicnal revenuss from the USA, both markets which have produced higher than average marging We are predicting
mare modest growth in the other export termiones We have invested significant effart in evaluating strategic options
avalable tous The process has been thorough and has identified & small number of potentially sutable ways forward,
which we are actively pursuing

[\ —~_ o, e

MARK ABRAHAMS NICK BETTLES
Charrman Chief Executive
28 Apnl 2015 28 Aprl 2015




Directors and Board Committees

Directors

Mark Abrahams (Aged 60, Non-executive Chairman)*

Mark 1s currantly the Non-executive Charrman of Fenner Ple having been Chief Executive for 18 years There he led a
strategy of converting the group from a power transmissions manufacturer to a warld leader in reinforced polymers
Mark was also Vice Charr of Leeds Teaching Hospitals Trust and Non-executive Charman of the Darby Group Ple He
15 a Chartered Accountant and a Companion of the Institute of Management He 1s a member of the Economics
Growth Board of the GBI

Nick Bettles (Aged 60, Chief Executive)

Nick joined the company in Apnl 2004 as Medica! Division Director, and was promoted to Chief Executiva in November
2007 He 15 a chartered engineer with BSc and MSc degrees in electrical and electronic engneenng from Bristol
Univeraity Nick has held executive management positions within the Medical dwvision of Vickers ple, and in the industnal
field wath the Combustion & Environmental dwvision of Land Instruments International, n addition to his expenence at
Inditherm

John Markham OBE (Aged 68) *

John joined the Company in 2002 He has an honours degree in Chemical Engineenng and 1s a Chartered Engineer,
a Chartered Scientist and a Fellow of the Institution of Chermical Engineers He was awarded the OBE in 1895 for
services to industry He 1s Charman of the Northamptonshire Local Enterpnse Partnership and Chairman of the
Northamptonshire Leadership Group He 1s on the Board of the Northampton Waterside Enterprse Zone and a Trustee
of the Northampton Leisure Trust, a chantable organisation based in the town

{an Smith {Aged 58, Finance Director and Company Secretary)

lan joined the Company in January 2004, 1s a Chartered Accountant, and qualfied Gorporate Treasurer After traning
In the accounting profession lan held roles In group accounting and treasury before mowving iNto dvisional and line
operating roles

Prior to joiming Inditherm, lan had been Finance Director for Portakabn Ltd and Divisional Finance Director of Holset,
the turbo charging dmsion of Cummins Engine Co Inc

* Non-executive

Board Committees

The principal standing commitiees apponted by the Board are as follows

Audit committee Remuneration committee Nominations committee
Mark Abrahams Charman John Markham Chawrman Mark Abrahams Charman
John Markham Mark Abrahams John Markham

Nick Bettles
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Statement of Corporate Governance

As a company whose shares are traded on AlM, we are not required to comply wath all the requirements of the UK
Corporate Governance Code published by the Financial Reporting Council in September 2012 However, the Board
15 commuitted to the highest standards of corporate governance in relation fo 1ts size and sets out below detalls of
how it has applied certain prowsions of The UK Corporate Governance Code of September 2012

Board Composition

The Board has two executive directors and two independent non-executive directors who are considered by the Board
te be independent notwithstanding the length of service and the Consulting agreement with John Markham Detalls
of the Board members are on page 7

The Board meets regularly throughout the year and has a formal schedule of matters specifically reserved for its
decision

The non-executive directors are considered by the Board to be independent of management and free from any
relationship, which could matenally interfere with the exercise of ther independent judgment In making this
consideration, account has been taken of John Markham's Consulting agreement wath the Company They recenve a
fixed fee for thewr services The continuity of service by the non-executive directors 1s considered appropriate given
the limited resources available to the Company and the Board believe that Independence i1s not prejudiced by this

If required, the directors are entitled to take independent legal advice and If the Board 1s informed in advance, the cost
of the adwice will be rembursed by the Company The Company Secretary's services are avalable to all members of
the Board

Due to the current size of the Company the roles of Finance Director and Company Secreiary are carried out by one
person
Board Committees

The Board has three standing committees, the mermbership of which 1s set out on page 7

Audit Committee

The Audit Committee meets as required, but at least twice a year In addition to reviewing the annual report and
financial statements and the intenm staternent prior to their subrmission o the Board for approval, it keeps the scope,
cost effectiveness, independence and objectmty of the external auditors under review This includes monitoring the
level of non-audit fees

The commuttee routinely meets for private discussion with the external auditors, who attend its meetings, as required

Remuneration Committee

The report of the Remuneration Commuitee 1s set out on page 10

Nomnations Commititee

The Nominations Committee considers succession pranning, reviews the structure, size and compaosition of the Board
and nominates candidates to fil Board vacancies

Board Appointments

Any decision to appoini further directors to the Beard i1s taken by the entire Board in a format mesting Where & Is
deemed necessary, new members of the Board are prowded with appropniate training in respect of ther roles and
duties as a public company director

Relations with Shareholders

The company places a great deal of importance on communication with its shareholders

John Markham has been identified as the Company's Senior Independent Director He 1s avallable to shareholders
who wish to raise any concerns that they have been unabls to resclve through other channels and to attend meetings
between management and major investors

The notice of the AGM will be sent to shareholders at least 21 days before the Meeting At the forthcoming AGM, the
cormpany will Indicate the level of proxy voting and members of the Board will be avalable to answer quastions




Statement of Corporate Governance
{continued)

Internal Gontrol
The directors acknowledge therr responsibility for the Group's systerms of internal control

The Group maintans systems of internal control to provide reasonable but not absolute assurance against matenal
misstatement or loss

The system of internal control 1 structured around an assessment of prontisation of the vancus nsks to the business
The control envircnment 1s designed to address particularly those nisks that the Board considers to be matenal to the
busmess, in safeguarding the assets against unauthornised use or disposiiion and maintaining proper accounting
records which produce rehable finansial nformation

The Board has reviewed the effectiveness of the system of internal control for the accounting year and the penod to
the date of approval of the financial statements

The key features of the Group's systems of internal control are as follows

An angoing process of nsk assessment to identify, evaluate and manage business nisks
Management structure with clearly defined responsibilittes and authority Imits

A comprehensive system of reporting finanoial results to the Board

Qualty contro! systems certified under ISC 8001 and 1SO 13485

Apprasal and authorisation of capital expenditure

Monthly cash and bank audits performed by persons independent of the finance and accounting function

Dual signatenes on all bank accounts

Due to the size of the Company there are inherent control Imitations  The Company does net currently operate an
internal audit functon At the Audit Committee meetings, the Fnance Oirector presents a formal report on Internal
Controls and, where appropriate, a programme of work to ensure systems and processes are maintamed in an
approprate manner for the operations

Going Concern
The Group meets its day-to-day working capital requirements through its cash resources

The financial constraints that the UK's National Health Service is facing continue to create uncertainty particularly over
the level of demand for the Group's preducts The Group's forecasts and projections, taking account of reasonably
possible changes in trading performance, show that the Group should be able to operate within the level of its current
resources After making enguines, the Diractors have a reasonable expectation that the Group has adequate resources
to continue In operational existence for the foraseeable future The Group therefore continues 1o adopt the going
concern basis In preparng Its consolidated financial statements

Consulting Agreement - John Markham

In 2013, as a result of the Company's technical manager’s decision to ermigrate from the UK to Australia the Company
entered into a Consulting agreement with John Markham, to provide consuling support to maintain continuity and
oversee polymer production and development Mr Markham has both extensive knowledge and proven skills in this
field of chermistry and has been involved in the refinng of the polymer process

The annual remuneration under this agreement 1s £8,000 paid in 12 equal monthly instalmants The term of this
agreement 15 a rolling twelve months that can be terminated, without compensation, by either party serving three
meonths written notice

It 1s recognised that such an arrangement with a non-executive director 1s not the norm but n view of the size of the
business 1t was felt by the remamning members of the Board that this was the most cost effective way of maintaining
conbnuity and technically the best solution in respect of polymer production and ongoing developrent

IAN D SMITH
Company Secretary

28 April 2015 a_ °<) (ﬁ%
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Remuneration Report

Responstbilities

The Remuneraticn Commitiee comprises two members, John Markham [Chairman of the Committee) and Mark
Abrahams, and 1s responsible for the deterrmination of the remuneration policy of the group'’s executive directors and
Senior executives

Directors’ service contracts

Mr Bettles has & rollng 12 maonth contract and Mr Smith a rolling 6 month contract There are no provisions n either
contract for compensation if there 1s & change of centrol The service contracts do not contain any prowision for
compensation on early termination other than the notice period In the event of any early termination, the Committee
would seek to mitigate cost to the Company whilst dealing fairly with each indwidual case

Mark Abrahams, Charman, has a letter of appointment for a one year term through to 23 February 2016 John
Markham, Non-Executive Directar, was given a new letter of appomtment for a further one-year term through to
23 February 2016 Under the terms of these letters, erther party can serve 12 months written notice to terminate the
arrangement and the maximum compensation payable in the event that appropriate notice 15 not given will be the
equivalent of 12 months of the director's fees

The detalls of the service contracts in relation 10 the executive drectors and letters of appointment in relation to the
Charman and Non-Executive director are

Unexpired term at

28 Apnl 2015 Notice perod
MS Abrahams 10 months 12 months
JH Markham 10 months 12 months
ND Bettles 12 months 12 months
ID Smith 6 months 6 months

Consulting Agreement - John Markham

Under the terms of the Consulting agreement dated 1 November 2013 between Inditherm plc and John Markham,
the details of which ars explained in the Statement of Corporate Governance, the company paid total {fees of £8k in
the year (2013 £1k)

Executive remuneration policy

The Committee endeavours to offer competitive remuneration packages which are designed to attract, retan and
incentivise executive directors and senior executives with the experience and necessary skills to operate and develop
the Company's business to their maximum potential, thereby delivenng the highest level of return for the shareholders

Consistent wath this policy, benefits packages awarded to executives are intended to be competitve and compnse a
mix of contractual and performance related remuneration designed to ncentivise them, but not to detract from the
goals of corporate governance

The rermuneration packages have remaned unchanged since December 2007 reflecting the fact that the Company
has not yet reached break-even or profitabiity

The composition of each director's remuneration based on a maximum payment under the terms of an annual
performance related bonus 1s as follows

Contractual entitlement Performanca related

NOD Bettles 67% 33%
1D Smith 67% 33%




Remuneration Report
(continued)

Remuneration components for executive directors

Remuneration packages are reviewed each year to ensure that they are in line with the Group's business objectves
No drrector participates in decisicns about theirr own remuneration package The main components in determining
pay are as follows

* Basic salary/fees and benefits
The basic annual salary 15 subject to an annual review, which takes into account the performance of the

Company and the ndividual Benefits comprise the provision of a vehicle allowance or the provision of a fully
expensed Company car, private healthcare insurance and a death in service Insurance scheme

L Annual parformance related borus
Demanding annual performance targets, which are consistent with both the short and long term objectives
for the business, are set for executive directors which must be achieved before the bonus 1s payable The
maximum potential payment for the annual benus is capped at 50% of basic annuat salary, excluding benefits
n kind and pension contrbutions No bonus has been paid in the current or pricr year

LJ Pensions

Executive diractors receve pension contributions of 5% of basic salary to a stakeholder or money purchase
scheme

L4 Executive share options schemes
Share options are granted 1o executive directors to encourage them 1o deliver sustained, long term grawth

Except In exceptional circumstances, the value of options granted in any year will not exceed one times basic
salary and the total value of options outstanding will not exceed five timas salary

Unilateral concessions

Nick Bettles

For the penod 1 November 2010 uniil 30 Apni 2012 Mr Bettles had made a concession to reduce his monthly
remuneration by 10% During the 18-month pericd in which the concession was in operation, the remuneration forgone
duning the penod was £16,508, of which £3,6868 arose in 2012

As consideration for making this concession, Mr Battles will receve a concession payment aqual to 2 5 times the total
amount already deducted n Iine with this concession If certan profit cntena are achiaved or If the business, or part
theraof, 15 sold for sufficient value The cost of this to the Group {including Employers Nabonal Insurance) will be
£46,960 No provision has been made for this in the results to 31 December 2014 (2013 £nil) This item 1s disclosed
Iin Nate 20 Contingent Liabites

Directors’ detalled emoluments

The emoluments of the directors of the Company were as follows

Pension Benefits 2014 2013

Salary Bonus contribution in kind Total Tetal

£'000 £'000 £'000 £'000 £'000 £'000

MS Abrahams a5 - - - 35 35
JH Markham* 23 - - - 23 23
ND Bettles 110 - 5 16 131 128
D Smith a1 - 5 13 109 109
259 - 10 29 298 295

* Emoluments as a directer, John Markham recewvad a further £8k (2013 £1k) under the terms of a Consulting
agreement
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Remuneration Report
(continued)

Directors' detalled emaluments (continued)

Contnbutions to a defined contnbution pension scheme were paid on behalf of 2 directors {2013 2) duning the year
No directors exercised share options dunng the current or previous year

Chief Executive's remuneration for past 5 years

The total remuneration of the Chief Executive over the past 5 years was as follows

Chief Executive's remuneration

2014 2013 2012 2011 2010

£'000 £'000 £'000 £'000 £'000
Salary 110 110 108 99 108
Bonus - - - 6 -
Pension Contnbution 5 5 5 ) 5
Benefits In kind 16 13 13 12 12
Total Remuneration 131 128 124 122 125

The Chief Executive has an interest in 1,300,000 share options with stnke prices ranging from 5p to 10p Conditions
pertaning to these options are set cut In the section “Interests in share options” below

The changes in salary relate to previous voluntary concessions made by the Chief Executive which reduced his salary
between 2010 and 2012 Further detals of this are explained in Note 20 Contingent Liabwiies

2015 Annual Review

There are no changes planned for 2015, reflecting the fact that the Company has not yet reached profitability

Interests in share options

Detalls of options held by directors at 31 December 2014 are set out below '

Option 2014 2013

Date of grant price Number Number

ND Bettles 18/01/2012 5p 900,000 800,000
ND Bettles 27/05/2008 10p 400,000 400,000
ID Smith 18/01/2012 5p 350,000 350,000
ID Smith 27/05/2008 10p 200,000 200,000
ID Smith 02/04/2004 52 5p - 100,000

Dunng the year 100,000 share options at a strike price of 52 5p 13sued to ID Smith on 2 April 2004 time expired and
lapsed without being exercised

All share options sauisly the condibons and have been registered with Her Majesty’s Revenue and Customs (HMRGC)
for Enterpnse Management Incentive relief

After an initial three-year qualfication penod options are exercisable at any tme up to the tenth anniversary of the date
of grant subject to a perfermance criterion that requires the company to have made an Operating Profit (befare
exceptional items) N the audited financial statements for the preceding 12 month penod prior to the exercise of the
options There are also prowsions, which may allow exeraise of the Ophions in the event of a change of control, subject
to the agreement of the Remuneration Cormmittee

The market price of the Company’s shares at 31 December 2014 was 3 38p the range cf market prices durnng the
year was 3 25pto 11p




Remuneration Report

{continued)
Directors’ interests in shares

The dirrector’s interests in the 1p ordinary shares of the Company ai the end of the year were
2014 2013
Number Number
of shares of shares
MS Abrahams 301,546 301,548
JH Markham 29,366 29,366
ND Bettles 4,444 4,444
ID Srith 54,444 54,444

There have been no post year-end changes to these heoldings

All directors” interasts are beneficially held

Charman§Remuneratiorf Committee

28 Apnl 2015
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Statement of Directors’ Responsibilities

The directors are responsible for preparing the Strategic Report and Operating & Financial Review, Report of the
Directors and the financial statements in accordance with apphicable law and regulations

Cempany law regurres the directors to prepare financial statements for each financial year Under that law the directors
have prepared the Group and Parent Company financial statements in accordance with International Financial
Reporting Standards (IFRSs) as adopted by the European Unicn Under company law the directors must not approve
the financial statements unless they are satisfied that they give a true and far vew of the state of affars of the Group
and the Company and of the profit or lass of the Group for that pencd  In prepanng these financial statements, the
directors are required to

[ ] select suitable accounting policies and then apply them consistently,
® make judgments and accounting estimates that are reasonable and prudent,
® state whethar applicable IFRSs as adopted by the European Union have been followed, subject to any matenal

departures disclosed and explaned in the financial statermnents,

® prepare the financial statements on the going concern basis unless 1t 1s Inappropnate to presume that the
company will continue IN business,

The directers are responsible for keeping adeguate accounting records that are sufficient to show and explain the
Company's transactions and disclose with reascnable accuracy at any time the financial position of the Company
and the Group and enable them to ensura that the financial statements comply with the Companies Act 2008 They
are also responsible for safeguarding the assets of the Company and the Group end hence for taking reasonable
steps for the prevention and detection of fraud and other irregulanties

The directors are responsible for the mantenance and integnty of the Company’s website Legislation in the United
Kingdom governing the preparation and dissemination of financial statements may differ from legislation in other
jurisdictions

In accordance with Section 418, directors’ reports shall include a statement, in the case of each director in office at
the date the Report of the directors 1s approved, that

(a) g0 far as the director 1s aware, there i1s ne retevant audit information of which the Company’s auditors

are unaware, and

{a) he/she has taken all the steps that he/she cught to have taken as a director in order to make
themselves aware of any relevant audit nformation and to establish that the Company’s auditors are
aware of that information

By order of the Board f
Z és B

IAN D SMITH
Finance Director and Company Secretary

28 Apnl 2015




Report of the Directors
for the Year ended 31 December 2014

The directors present theirr Annual Report together with the Group’s audited financial statements for the year ended
31 December 2014

Country of incorporation, domicile and registered office

Inditherm plc 1s Incorporated under the laws of England and Wales as a public lmited company and ts registered
office and principal place of business 1s Inditherrn House, Houndhill Park, Bolton Road, Wath upon Dearne, Rotherham,
S637LG

Results and dividends

The Consoldated Statement of Comprehansive Income is set out on page 20 and shows the loss for the year

As stated in previous years, the Board intends ic devote the Company's financial rescurces te business developmeant
This ntention, which the Board believes 1s 1in the best interest of the shareholders, has continued dunng 2014 and the
Board does not expect to declare a dividend duning the Company's continuing development {2013 £nil)

Derectors

The directors of the Company who served during the year and up to the date of signing the report are shown on
page 7

Substantial interests

At 27 Aprl 2015 the Company had been notified of the following interests (excluding the interests of the directors),
which amounted to 3% or more of the 1ssued capital of the Company

Number of Percentage

Sharehaolder shares holding
Mr D G Steward 15,050,000 29 4%
Mr P O'Grady 4,847 936 S 5%
Mr § Hawthorne 2,500,000 4 9%
Spreadex Ltd" 2,350,000 4 6%

* shares held on behalf of discretionary clents

Research and development

The Group continuas to Invest in research and development, in order to extend its product offenngs and improve the
effectiveness of its technology n 2014 the Group incurred costs totalling £63k (2013 £72k)

Internal costs ara expensed in the Consolidated Siatement of Comprehensive Income

External costs incurred on specific development projects that are expected to result in commercially and economically
viabla products are capitalised and expensed over a penod of up to three years

annual report 2014
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Report of the Directors

for the Year ended 31 December 2014 (continued)

Financial instruments

The Group's financial instrumenis compnse cash and vanous items such as trade recewvables, trade payables and
other payables that anse directly from its operations The main purpose of these financial instruments 1s to finance the
Group's operations

The man nsks ansing from the Group's financial INstruments are iquidity and ¢credit sk The Group ensures that it
has sufficient cash resources avallable to meet both short and medium term cash requirernents and to meet its capital
expenditurs programme for the {oreseeable future

At present the directors do not believe that the Group has significant interest rate nsks and consequently does not
hedge against such risk

Credit imits are set for all customers having referred to payment hustary and, in respect of UK customers, the services
of a credit rating support servce

The Board revewed and updated its investment strategy for its cash investments in ight of 1ssues in the banking
sector This review established that no more than £1m would be placed on deposit with any one institution and that
all msttutons should be rated A or better for Long term investments and A1 for Shori term investments The Board
keeps this situation under review

The Board has established a foreign currency hadging policy that ams to protect gross profit, when wviewed in sterling
terms, for orders denommnated in faregn currencres that have been awarded by customers or placed with suppliers
At this stage of the Group's developmaent the uncertainty of future business levels means that no hedging 1s undertaken
for projected sales not contractually commutted The policy allows the use of spot and forward foreign exchange
contracts, but does not allow the use of other denvative instruments such as currency options The amount of cash
held in foreign currencies 1s not considered significant enough to require hedging arrangements The Board keeps
these nsks under regular review and considers the policy appropriate given the relatively low exposure to foreign
currency

Further information on financial nstruments 1s set out In note 16

Indemnification of directors

The Directors' Contracts of Employment and Letters of Appoaintment do not indemnify Directors The Company
provides Directors and Officers Insurance cover for £5,000,000 and 1s contractually cammitted to provide cover for
the penod of service and six years thersafter

Re-appomntment of independent auditors

PricewaterhouseCoopers LLP have expressed thar willingness to continue in ofiice and a resclution to re-appoint
them 1s proposed for consideration at the Annual General Mesting




Report of the Directors

for the Year ended 31 December 2014 (continued)

Special business

Resolution 4 in the Notice of Annual General Meeting on page 42 renews the authonty of the Directors to allot
shares in the Company and to grant nghts for or to convert any secunty intc shares in the Company The
nominal amount of securities to which the authonty relates 15 £25,000, which represents approximately 5%
of the Company’s current issued share capital Such authorty will expire at the conclusion of the Annual
General Meeting next following the passing of this Resolutien or if earlier fifteen months after the date of this
Ordinary Resolution Tha Directors have no present intention of exercising this authonty

Resolution 5 wanves the statutory pre-emption nghts under s 561 of the Companies Act 2006 In respect of
the allotment of equity secunties for cash The norminal amount of equity secunties that may be 1ssued without
being offered to existing shareholders 1s £25,000, as noted above for Resolution 4 Such authonty will expire
at the conclusion of the Annual General Meeting next following the passing of this Resolution or if earlier fitteen
months after the date of this Special Resolution There Is no present intention to make any such allotment of
equity secunties, but the Directors consider 1t desirable to maintain the flexibility afforded by this power

Resolution 6 pursuant to Article 8(A) of the Articles of Association of the Company and s701 of the Companies
Act 2006 generally and unconditionally make market purchases for up to 5,110,000 ordinary shares of £0 O1
each in the capital of the Company (being approximately 10 per cent of the current 1ssued ordinary share
capital of the Company) in accardance with the prowisions set out in resolution 6 in the Notice of Annual
General Mesting on pagea 42 Such authonty will expira at the conclusion of the Annual General Meeting next
followsng the passing of this Resolution or If earier fifteen months after the date of this Special Resoclution
There 1s no present intention to make market purchases of market purchases of shares but the Directors
consider it desirable to add the flexibility afforcled by this power

The directors believe that the three Resolutions above are in the best interests of the Company and Shareholders and

they therafore recommend Shareholders to vote in favour of the Resolutions

By order of the Board A <£_K;
o’\-’

IAN D SMITH
Company secretary

28 Apnl 2015
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Independent Auditors’ Report to the
Members of Inditherm plc

Report on the financial statements

Our opinton
In our opinion

e Inditherm plc’s Group and Company financial statements (the “financial statemenis”) give a true and far view
of the state of the Group's and of the Company's affars as at 31 December 2014 and of the Group's loss
and the Group’s and the Company's cash flows for the year then ended,

® the Group financial statements have been properly prepared in accordance with International Financial
Reporting Standards ("IFRSs™ as adopted by the European Union,

L ] the Company financial statements have been properly prepared in accordance with International Financial
Reporting Standards (“IFRSs") as adopted by the European Union and as applied in accordance with the
provisions of the Gompanies Act 2006, and

L ] the financial statements have been prepared in accordance with the requirements of the Companies Act 2006

What we have audited

Inditherm plg’s financial statements comprise

* the Consolidated and Company Balance Sheet as at 31 December 2014,

L] the Consolidated Statement of Comprehensive Income tor the year then ended,

*® the Consolidated and Company Cash Flow Statement for the year then ended,

® the Censclidated and Company Statement of Changes in Shareholders’ Equity for the year then ended, and
® the notes to the financial statements, which include a summary of significant accounting policies and cther

explanatory information

The financial reporting framework that has been applied in the preparation of the financial statements 1s applicable
law and IFRSs as adopted by the Eurapean Union and, as regards the company financial statements, as applied in
accordance with the provisions of the Companies Act 2006

In apphyng the financial reporting framework, the directors have made a number of subjective jJudgements, for example
in respect of significant accounting estimates In making such estimates, they have made assumptions and considered
future events

Certan disclosures required by the financal reporting framework have been presented elsewhere in the Annual Report
and Financial Statements (the 'Annual Report’), rather than in the notes ic the financial statements These are cross-
referenced from tha financial statements and are 1dentified as audited

Opinion on other matter prescribed by the Compames Act 2006

In our opinion, the mformation given In the Strategic Report and Operating & Financial Review and the Report of the
Directors for the financial year for which the financial statements are prepared 1s consistent wath the financial statements
Other matiers on which we are required to report by exception

Adequacy of accounting records and information and explanations recewved

Under the Companies Act 2006 we are required {0 report to you If, in our opurion
L] we have not receved all the information and explanations we require for our audtt, or

® adequate accounting recards have not been kept by the company, or returns adequate for our audit have
not been received from branches not wisited by us, or

® the company financial statements are not In agreement with the accounting records and returng

We have no exceptions to report ansing from this responsibility




Independent Auditors’ Report to the Members of
|ﬂditherm plC {continued)

Directors’ remuneration

Under the Comparnies Act 2006 we are required to report to you if, In our cpinion, certain disclosures of direciors'
remuneration specfied by law are not made We have no exceptions to report ansing from this respansibility

Responsibilihies for the financial statements and the audit

Our responsibiities and those of the directors

As explaned more fully In the Statement of Directors’ Responsibifiies set out on page 14, the directors are responsible
for the preparation of the financial statements and far being satisfied that they give a true and farr view

Qur respansibility 1s to audit and express an opinion on the financial statements In accordance with applicable law
and International Standards on Auditing (UK and treland) {“ISAs (UK & reland)™) Those standards require us to comply
with the Auditing Practices Board’s Ethical Standards for Auditers

This report, Including the cpinions, has been prepared for and only for the company’s members as a body In
accordance with Chapter 3 of Parl 16 of the Companies Act 2006 and for no other purpose We do not, in giving
thesa opinions, accept or assume responsibiity {or any other purpose or to any other person to whom this report 1s
shown or Into whose hands It may come save where expressly agreed by our prior consent In wnting

What an audit of financial statements involves

Woe conducted our audit in accordance with ISAs (UK & Ireland) An audit involves obtaning evidence about the
amounts and disclasures in the financial statements sufficient to give reasonable assurance that the financial
statements are free from matenal misstatement, whether caused by fraud or error

This includes an assessment of

® whether the accounting pclicies are appropriate to the group's and the company’s circumstances and have
been consistently applied and adeguately disclosed,

[ ] the reasonableness of significant accounting estimates made by the directors, and
® the overall presentaton of the financial statements

We pnmarily focus our work in these areas by assessing the directors' judgements against avalable ewndence, forming
our own Judgements, and evaluating the disclosures in the financial statements

Wa test and examine information, using sampling and other auditing techniques, to the extent we consider necessary
to provide a reasonable basis for us to draw conclusions We cbtain audit evidence through tasting the effectiveness
of controls, substantive procedures or a combination of both

In addition, we read all the financial and nan-financial information in the Annual Report and Financial Statements to
identify matenal Inconsistencies with the audited financial statements and to identify any information that i1s apparently
matenally ncorrect based on, or matenally nconsistent with, the knowledge acquired by us in tha course of performing
the audit If we become aware of any apparent material misstaternents or nconsistencies we consider tha implications
for our report

Anf Ahmad (Senior Statutory Auditor) AL (7l
for and on behalf of PncewaterhouseCoopers LLP Al % MO
Chartered Accountants and Statutory Auditors

Leeds

28 Apnl 2015
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Consolidated Statement of Comprehensive Income

for the year ended 31 December 2014

2014 2013
Notes £'000 £'000
Revenue 2 1,847 2,062
Cost of sales {843) (898)
Gross profit 1,004 1,163
Qverheads {1,403) {1,262}
Operating loss 4 {399) (99)
Analysed as
Operating loss beforg exception items (356) {99)
Exceptional items 5 {43) -
Operating loss {389) {99)
Finance income 8 4 [+]
Lass on ordinary activities before taxation {395) (93)
Taxation 7 20 16
Lass for the year attributable to owners of the parent company {375) (77)
Loss per share attnibutable to owners of the parent
company during the year - basic and diluted 8 {0 7p) {0 2p)

All recognised gains and losses are Included in the Consolidated Statement of Comprehensive Income  As such there

1S No other comprehensive Income

The notes on pages 23 to 40 are an integral part of these consclidated financial statements

Mz Eefte AP

ND Bettles ID Smith
Director Director




Consolidated and Company Balance Sheet
as at 31 December 2014

2014 2013
Notes £'000 £'000
Assets
Non-current assets
Property, plant and equipment 9 36 44
Intangible assets 10 3 4
39 48
Current assets
Inventones 12 189 219
Trade and other recevables 13 284 349
Tax recoverable 36 28
Cash and cash eguivalents 1,165 1,635
1,674 2,231
Total assets 1,713 2,278
Liabilities
Current habilities
Trade and other payables 14 {220) (368}
Deferred Income 15 {87) {85}
{307) {453)
Non-current habilities
Deferred Income 16 {124) {176)
Total habilittes {431) {629}
Net assets 1,282 1,850
Shareholders’ equity
Called up share capital i8 511 511
Share premium account 9,929 9,929
Share based payment reserve 21 1585 148
Accumulated losses 9,313) (8,938)
Total equity 1,282 1,650

The financial statements on pages 20 to 40 were approved by the Board of Directers on 28 Aprit 2015 and signed

on its behalf by

i ST
ND Bettles ID Smith
Director Director

/UA S %
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Consolidated and Company Statement of
Changes in Shareholders’ Equity

Share  Share based
Share premium payment  Accumulated

capital account reserve losses Total

£'000 £'000 £'000 £'000 £'000

At 1 January 2013 511 9,829 141 (8,861) 1,720

Credit for share based payments - - 7 - 7
Loss for the year and total

comprehensive expense - - - (v (77)

At 31 December 2013 511 9,928 148 (8,838) 1,650

Credit for share based payments - - 7 - 7
Loss for the year and total

comprehensive expense - - - (375) (375)

At 31 December 2014 511 9,929 155 (9,313) 1,282

Consolidated and Company Cash Flow Statement

for the year ended 31 December 2014

Group and Company 2014 2013
£'000 ££'000
Operating loss before exceptional items {356) {99)
Exceptional costs (refer to nate B) (43) -
Share based payments 7 7
Depreciation and amortisation 22 35
Decrease/ (increase) in inventories 30 40)
Decrease/ (ncrease) In trade and other recevables 65 (133)
{Dacrease)/ increase In trade and other payables {148) 108
{Decrease)/ ncrease In deferred income {50} 209
Interest receved 4 8
Tax refund 12 -
Net cash {outflow}/inflow from operating activities {457) a4
Cash flow from Investing activities
Purchase of property, plant and equiprment (10) (37
Capitalised development costs (3) -
Net cash used in investing activities {13) {37)
Net (decrease)/increase in cash and cash equivalents {470) 57
Cash and cash eqguivalents at the beginning of the year 1,635 1,678
Cash and cash equivalents at the end of the year 1,165 1,835
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Notes forming part of the Financial Statements
for the year ended 31 December 2014

Accounting Policies
Basis of preparation

The Company was incorporated in England and Walas and 1t 1s domiciled in England

The principal accounting policies adopted in the preparation of these financial statements, which have been
applied consistently to all penods presented, are set out below

The financial statements have been prepared in accerdance with Internaticnal Financial Reporting Standards
(IFRSs) as adopted by the European Union (EL)), International Financial Reporting Interpretations Commitiee
(IFRIC) interpretations and with those parts of the Companies Act 2008 applicable to companies reporting
under IFRS The standards used are those published by the International Accounting Standards Board (IASB)
and endorsed by the EU at the ime of prepanng thesa staterments The financial statements are prepared under
the histoncal cost convention, except for share based payments which are measured at fair value

Basis of consolidation

The financial staterents of the Group consolidate the financial staterments of Inditherm ple and its subsidiary
undertakings up to 31 December 2014 using acguisihon accounting The results of subsidiary undertakings
acguired duning a financial period are Included from the effective date of acquisition All ntra-group transactions,
balances, Income and expenses are elmnated on consolidation

The Company has taken advantage of the exemption under Section 408 of the Companies Act 2008 and has
nat presented ts own income statement The loss after taxation for the year deatt wathin the financial statements
of the parent company was £375k (2013 £77k loss)

Subsidianes are all entities over which the Group has control The Group controls an entity when the Group 1s
exposed to, or has nghts to, vanable returns from its involvement with the entity and has the ability to affect
those returns through 1ts power over the entity Consistant accounting policies are used by all subsidiaries

Going concern basis
The Group meets its day-to-day working capital requirements through its cash resources

The financial constraints that the UK's National Health Service 1s facing continue to create uncertainty particularty
over the level of demand for the Group's products The Group's forecasts and projections, taking account of
reasonably possible changes in trading performance, show that the Group should be able to operate within
the level of its current resources After making enguines, the Directors have a reasonable expectation that the
Group has adequate resources to continue In operational existence for the foresesable future The Group
therefore continues to adopt the going concern basis in prepanng its consolidated finanoal statements

Critical accounting estimates and judgements

The preparation of these financial statements requires management to make estmates and judgements that
affect the reported amounts of assets and hahiities at the date of the financial statements and the reported
amounts of costs and revenue dunng the reporting penod  Actual results could differ from these estmates
Infermation about such judgements and estimates 1s contained in Indrnadual accounting policies

Key sources of estimation uncertainty that could cause an adjustment to be required to the carrying amount of
assets or labities within the next accounting pernod are

L] Revenue recogrition

The key area where management have {0 make estimates in order o determine the revenue to be
recogrused 1s in respect of rental, senace and maintenance contracts where revenue 1s recognised on a
straight line basis over the ife of the contract The future Income to be recognised on maintenancs
contracts was £211k at 31 Decemnber 2014 (2013 £261k) Further dstals of estmates of when this
income will be recognised are contained In note 15 The petential mpact on profitability in the next 12
manths could be in the rangs of plus or minus 10% of the gross value
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Notes forming part of the Financial Statements
for the year ended 31 December 2014 (continued)

1

Accounting Policies {(continued)

. Warranty provisicns

The performance of products i1s warranted agamnst clearly defined performance specifications established
by reference to the technical and development testing carned out at the manufactunng faciity The
estimated cost of the work to be performed under warranty on items sold by the Group would be
prowided for if management were awara of any field 1ssues that needed rectification At 31 December
2014 no prowvision 1s needed (2013 £nil) and management are not aware of any field 1ssues that would
require a provision to be made

. Allowances against the valuation of inventones

Where stock has become obsolete or 1s slow moving a provision 18 made 10 write the value of stock
down to management's estimate of net realisable value Slow mowing stack 1s identified by reference to
hustoric usage and sales projections When products are made obsolete, the appropnate compenents
and sub-components are identified at the time and are fully provided against

. Deferred taxation

Note 7 Taxation explans the potential deferred {ax assets which have not been recognised due to the
uncertainty and on-going tax losses

New standards, amendments and interpretations adopted by the group and company

The following standards, none of which have a matena! impact on Inditherm plc have been adopted by the
group far the first time for the financial year beginning on or after 1 January 2014

IFRS 10 Consolidated financial statements’

IFRS 11 ‘Jdont Ventures'

IFRS 12 *Disclosure of interests in other entities'

1AS 27 [rewised 2011) 'Separate financial staternents’

IAS 28 (revised 2011) 'Associates and jont venturas'
Amendment to IAS 32 ‘Financial instruments Presentation’
Amendments to |IAS 36 ‘Impairment of assets'

Amendment to IAS 39 ‘Financial iInstruments Recognition and measurement’
New standards, amendments and interpretations not yet adopted

A number of new standards and amendments to standards and interpretations are effective for annual penods
beginning after 1 January 2014, and have not been applied in prepanng these consolidated financial statement
None of these 1s expected to have a significant effect on the consolidated financial statements of Inditherm ple,
except the following set out below

IFRS 9, ‘Financial instruments’, addresses the classification, measurement and recognition of financial assets
and financial habiibes The complete version of IFRS 9 was issued in July 2014 It replaces the gudance n IAS
39 that relates to the classification and measurement of financial instruments  IFRS & retans but simplifies the
mixed measurement model and establishes three pnmary measurement categones for financial assets
amortised cost, far value through OCI and farr value through P8L The basis of classification depends on the
entity’'s business model and the contractual cash flow charactenstics of the financial asset Investrnents in
equity nstruments ara required 10 be measured at far value through profit or loss with the irrevocable option at
inception to present changes in fair value n OCI not recycling There 1s now a new expected credit losses model
that replaces the incurred loss impairment model used in 1AS 39 For financial liabitties there were no changes
to classfication and measurement except for the recognition of changss in own credit nsk in other
comprehensive income, for labilities designated at farr value through profit or loss [FRS g relaxes the
requirements for hedge effectiveness by replacing the brght ine hedge effectiveness tests |t requires an
economic relaticnship




Notes forming part of the Financial Statements
for the year ended 31 December 2014 (continusd)

Accounting Policies {continued)
New standards, amendments and interpretations not yet adopted (continued)

between the hedged item and hedgmng instrument and for the ‘hedged ratio’ to be the same as the one
management actually use for nsk management purposes Contemporaneous dacumentation 1s still requirad
but 1s different to that currenily prepared under IAS 39 The standard 1s effective for accounting penods beginning
on or after 1 January 2018 Early adoption 1s permitted  Inditherm plc 1s yet to assess IFRS 9's full impact

IFRS 15, ‘Revenue from contracts with customers’ deals with revenue recogriion and establishes principles
for reporting useful Information to users of financial statemeants about the nature, amount, timing and uncertamnty
of revenue and cash flows ansing from an entity’s contracts with customers Revenue 1s recognised when a
custormer obtaing cantrol of a good or service and thus has the ability to direct the use and obtain the benefits
from the good or service The standard replaces IAS 18 '‘Revenue’ and I1AS 11 Construction contracts' and
related interpretations  The standard 1s effective for annual penods beginrung on or after 1 January 2017 and
earher apphcation 1s permitted Inditherm plc 1s assessing the impact of IFRS 15

There are no other IFRSs or IFRIC interpretations that are not yet effective that would be expected to have a
matenal impact on the Group or Company

Revenue recogmtion

Revenue compnses the fair valua of the consideration receved or recevabla from the sale of goods and sences
in the ordinary course of the Group's actmties Revenue i1s shown net of value added tax, returns, rebates and
discounts Revenue i1s recogmsed when {tle of the goods passes to the customer or when the services have
beean provided

Duning 2013 the Group was appainted exclusive distributor in the UK and Ireland for the ATOM product range
The same revenue recognition policy applies to the sale of Atorn goods The Group 1s conaidered the principal
In this arrangement as it has pnmary responsibility for the product delivery and installation, it bears the nsk of
ownership of the Inventory after purchasing from Atom, 1t sets the prices thereby taking on the price nsk, and
it bears the credit nsk once they have sold to the custormer

The revenue on medical rental, service or mantenance contracts 1s assessed at the commencement of the
contract and provided the cutcome of the contract can be assessed with reasonable certanty, the incoma is
recogrised over the Iife of the contract on a straght-line time apportioned basis Provisions for costs are charged
to the ncome statement when incurred Due to uncertanty, no provision 1s made for fulure costs on these
contracts Prowvision 1s made in full for any losses as soon as they can be foreseen Any provisons for foreseeable
losses In excess of contract balances are Included in current labilities

Exceptional items

Exceptional items are items that are matenal either because of their size or their nature, or that are nen-recurnng

Employee benefits

The Group operates a stakeholder pension scheme and contributions are also paid intc employees' personal
pension schemes Contrnbutions are charged to the Consolidated Statement of Comprehensve Income in the
penod In which they become payable The Group has no further payment obligations once the contributions
have been pad

Share-based incentives

The Group 1ssues eguity settled share options to certan employees These are measured at farr value at the
date of grant and recognised as an expense in the Consolidated Staternent of Comprehensive Income over
the vesting penod based upon the Group's estimate of the number and value of options that will eventually
vest The farr value 1s determined by using the Black-Scholes options pricing model
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Notes forming part of the Financial Statements
for the year ended 31 December 2014 wontinuea)

Accounting Policies {continued)
Research and development costs

Research expenditura 15 written off in the year in which 1t 1s incurred  Development expenditure 1s charged to
the Consolidated Statement of Comprehensive Income in the year in which it 18 Incurred unless it meets the
critena for capitalisation in 1IAS 38 ‘Intangible assets’

Product development costs
Allinternal costs of product development are wntten off In the penod in which thay are incurred

Where the cnteria for capitalisation in IAS 38 ‘Intangible assets' are met, costs incurred with third parties are
capitalised and amortised over ther useful economic Iives which 1s initially considered to be 3 years from the
point the products are launched to market The capitalised values are reviewed aganst the discounted future
aconomic value, and adjusted as appropnate, at each balance sheet date

Leases

Payments made under operating leases, net of any incentives recaved from the lessor, are charged to the
Consolidated Statement of Comprehensive Income on a straight Iine basis over the penod of the lease

Assets acquired under hire purchase contracts are capitalised in the balance sheet and depreciated over the
shorter of the lease term or therr expected useiul ives The capital elerment of future lease payments are included
in habilies The interest element s charged to the Consolidated Statement of Comprehensive Income over the
term of the contract

Foreign currency transactions and balances

Foreign currency transactions are translated using exchange rates prevaling at the date of the transactions
Monetary assets and llabilities are translated at exchange rates ruling at the end of each financial period Gains
and losses on retranslation are recognised in the Conscldated Statement of Comprehensive Income

Property, plant and equipment

Property, plant and equipment is stated at cost net of accumulated depreciation and any provisien for
imparrment Cost compnses purchase cost together with any incidental costs of acquisition Depreciation 1s
provided to write off the cost less the estimated residual value of the tangble fixed assets by equal Instalments
over therr estimated useful econamic lives The assets residual values and useful economic lives are reviewed,
and adjusted as appropnate, at each balance sheet date The following rates apply

Fixtures and fittings - 10% - 25% per annum
Motar vehicles - 25% per annum
Plant, machinery and office equipment - 20%-33% per annum

Intangible assets

intangible assets are recogrised if it 1s possible to demonsiraie that there will be future economic benefits
attnbutable to the asset, the cast of the asset can be measured reliably, the asset i1s separately identifiable and
there 18 control aver the use of the asset The cest of assets 1s amortised over the penod aver which the Group
expects to benefit from these assets Prowision is made for any impairment in value if apphcable

Purchased intellectual property nghts are capitalised and amortised over the directors' estimate of therr useiul
econcmic life of 10 years

Impairment of non - financial assets

Assets that are subject to amortisation or depreciation are reviewed for imparrment whenever events or changes
In areurnstances Indicate that the carrying amount may not be recoverable An imparment loss is recogrised
for the amount by which the asset’s carrying armount exceeds its recoverable amount The recaverable amount
18 the higher of an asset's far value less costs to sell and value in use Non-financial assets that suffered
impairment are reviewed for possible reversal of the mparment at each reporiing date




Notes forming part of the Financial Statements
for the year ended 31 December 2014 (contnued)

Accounting Policies (continued)
Taxation

The current Income tax charge 15 calculated on the basis of the tax laws enacted or substantively enacted at
the balance sheet date, together with any adjustment in respect of previous years

Deferred taxation I1s recognised, using the full habiity method, on temporary differences ansing between the tax
bases of assets and habiities and their carrying amount in the consclidated financial statements Deferred
taxation 1s determined using tax rates (and laws) that have been enacted, or substantially enacted, by the
balarce sheet date, and are expected to apply when the related deferred taxahon asset 1s realised or deferred
taxation lability 1s settled

Deferred taxation assets are recognised only 10 the extent that it 1s probable that within a reasonable future
timescale taxable profit will be avaiiable against which the temporary differences can be utlised
Inventories

Inventones which include raw matenals, work in progress and finished goods are stated at the lower of cost
and net realisable value Cost compnses direct matenal and, where applicable, diract labour costs and those
overheads that have been incurred in bringing inventones to therr present location and condition Raw maternials
are valued on a first In first out basis

Net realsable value 1s based on estimated selling price less additional costs to completion or disposal Allowance
Is made for obsolete, defective and slow mawing items based on estimated future usage
Trade and other receivables

Jrade and other receivables are initially recogrised at farr value and subsequently at amortised cost stated at
cost less provisions for impairment, where appropnate  Provision for impairment of trade receivables 1s established
where there 1s evidence that the Group will not be able to collect all the amounts due The amount of the provision
15 the difference between the asset's carnang amount and the cash flows expected to be receved

Investments

Investmants held as non-current and current assets are stated at cost less provision for any imparment in value

Cash and cash equivalents

Cash and cash equvalents include cash in hand, deposits held on call with banks, other short term hughly lguid
nvestmeants with onginal maturities of three maonths or less, and bank overdrafts

Trade payables

Trade payables are recognised inibally at far valus and subsequently measured at amortised cost using the
effective interest method

Grants

Revenue based grants are credited to the Consolidated Statement of Comprahensive Income against refated
expenditure while grants of a capital nature are treated as deferred incoma and are transferred to the
Conschidated Statement of Comprehensive Income over the expectad useful lives of the relevant assets

Prowvisions

Prowisions for liabilities are made where the timing or amount of seitlement is uncertain A pravision 1s recognised
when tha Group has a present legal or constructive obligahion as a result of past events, 1t 1s probable that an
outflow of rescurces will be requirad to settle the obligation, and the amount can be relably estimated Prowsions
are not discounted on the grounds of matenality as permitted under IAS 37 ‘Provisions, Contingent Liabilities
and Contingent Assets’

Share capital

Ordinary shares are classified as equity Incremental costs directly attnbutable to the 13sue of new shares are
shown in equity as a deduction, net of tax, from the proceeds

annual report 2014

wasat inAitherm ~om

27



2R

Inditherm plc

wanpat Inlitherm ram

Notes forming part of the Financial Statements
for the year ended 31 December 2014 (continued)

Segmental analysis

Inditherm’s actmties are organised into three segments two trading segments, being Medical and Industnal
Standard Product, and Central and Unallocated costs Technical and Engineenng overhead costs are charged
against the segments basaed on tme and usage Central and Unallocated costs are not aflocated to trading
segments

There 1s no Inter-segmental trading

The Group's operations are based in the United Kingdom The Medical business operates on a worldwide basis
arid the Industnal segment operates predominately in the UK market

The Group's Chief Operating Decision Maker 1s the Board of Directors

The financial information presented to the Chief Operating Decision Maker, including the financial information
of the Group's reportable segments, 1s presented In accordance with International Financial Reporting Standards
(IFRSs)

Medical

The Medical segment of Inditherm specialises in warming solutions to prevent hypothermia and heat therapy
systems for the treatment of inunes and enhancing intravenous therapies for both staff and patents The
Company has broadened its offenings in the target markets with products that complement therr warming
systems

Patient warming products offer significant benefits n operating theatres and recovery This range achieved
formal guidance from NICE in August 2011 (NICE Medical Technology Guidance 7)

In necnatal patient warming applications the greatest success has been in the ntensive and special care units,
with a growing uptake in delivery suites, post natal wards and patient transport

Heat therapy products had intially focused on physiotherapy and rebabilitation use, mostly outside the hospital
sector in sports related treatments There 1s now a growing use in chemaotherapy departments where the
Inditherm systems help the cannulation process and reduce the pan for the patient

In 2013 Inditherm plc anncunced that they had been appointed the exclusive distnbutor in the UK and Ireland
for the ATOM product range which includes incubators, transport incubators, infant warmers, resuscitation
units, and phototherapy lamps

Industral

The company currently focuses its attention on standard products for heating containars such as industry
standard IBCs and drums as well as the warming of gas bottles




Notes forming part of the Financial Statements

Segmental analysis (continued)

Central and Unallocated costs {Central costs)

for the year ended 31 December 2014 (continued)

This segment (ncludes the costs of the Board of Directors, costs attributable to the business’ status as a public
imited company on the AIM market, together with shared support functions such as accounting and sales
admenistration An allocation of these costs to the two trading segments has not been done because 1t 1s the
Board's opinicn that it would be too subjective and could iead to distorted decision making

Segmental information for the year ended 31 December 2014 and 2013 s as follows

Industnal Central and
Standard Unallocated
2014 Product Medical costs Total
£000°s £000's £000’s £000's
QOrders 152 1,571 - 1,723
Revenue 150 1,697 - 1,847
Operating profit/(loss) 29 305 (733) {399)
Analysed as.
Before exceptional tems 29 305 {690) {356)
Exceptional tems - - (43) {43)
29 305 733) {399)
Trade receivables 11 218 - 229
Industnal Central and
Standard Unallocated
2013 Product Medical costs Total
£000's £000's £000's £000's
Orders 202 2,005 - 2,207
Revenue 193 1,869 - 2,062
Operating profit/floss) 36 556 {691) (99)
Trade recevables 19 287 - 316
Geographical analysis of revenue
2014 2013
£000’s £000's
UK 977 1,248
Europe 250 238
Asia Pacific 509 201
Middle East and Africa 51 197
Amencas 60 87
Total 1,847 2,062

Recaonciliation of segmental operating loss and loss for the year attributable to the owners of the

parent company

2014 2013

£000’s £000's

Operating loss {399) (39
Finance income 4 6
Taxation credit 20 16
Loss for the year attributable to the owners of the parent company (375) 77
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Notes forming part of the Financial Statements

for the year ended 31 December 2014 (continued)

2 Segmental analysis (continued)

Reconcihatron of segmental trade receivables to total net assets

waas inditharm ram

2014 2013
£000's £000's
Trade recevables (note 13} 229 316
Prepayments and accrued income 48 33
Other taxes and social secunty 7 -
Intangible assets 3 4
Property, plant and eguipment 36 44
Inventones 189 218
Current tax asset 36 28
Cash and cash equivalenis 1,165 1,635
Trade and other payables (220) (368)
Deferred ncome {211) (261)
Net assets 1,282 1,650
3 Employees
2014 2013
Group £000's £000's
Aggregate emplayee cosis are as follows
Wages and salanes 761 739
Sales commissions 26 84
Social security costs 81 88
Other benefits 27 29
Pension costs — dsfined contnbution schemes 17 19
Share based payment 7 7
Total 919 966
Employee costs including the costs of the executive directors but not the non-executive directors
Monthly average number of persons employed (including executive drrectors)
2014 2013
Number Nurmber
Management and Administration 4 4
Medical Sales and Service 10 9
industnal Sales 1 1
Development and Quality 2 2
Production 9 9
Total 26 25
Directors’ emoluments
The emoluments of the directors of the Company are
2014 2013
£000 £'000
Aggregate emoluments 288 285
Contributions o defined contrnibution pension scheme 10 10
298 295

The emoluments of the highest paid director were £126k (2013 £123k) Contnbutions to pension arrangements

for the highest paid director were £5k {2013 £5k)

No directors exercised share options dunng the year (2013 none)

In addition, John Markham recewed £8k {2013 £1k} under the terms of his Consulting agreement detalls of
which are disclosed in the Statement of Corporate Governance and Remuneration Report




Notes forming part of the Financial Statements
for the year ended 31 December 2014 (continued)

Operating loss

Operating loss has been arnved at after charging/crediting)

2014 2013

£000 £'000
Depreciation of property, plant and equipment - owned assets 18 16
Amortisation of intangible fixed assets 4 18
Property lease payments 71 71
Other operating leases 29 36
Grant iIncome 4 (4)
Auditors’ remuneration
For audit services — statutory 27 26
For non-audit services — iax fees 3 3
Total — Auditors' remuneration 30 29

Exceptional items

ltems that are matenal either because of therr size or therr nature, or that are nonrecurnng are considered as
exceptional lems and are presented within the ne items 1o which they best relate Dunng the year, costs of
£32,000 (2013 £nil), have been incurred relating to costs relating 1o reviewing strategic options and £11,000
{2013 Enil) relating to the additional costs of external resources to ensure an orderly handover of the work in
the techrical department after the departure of Neil Holingweorth in January 2014 The exceptional items have
been included in overheads in the Consolidated Statement of Comprehensive Income

Finance income

2014 2013
£000 £'000
Bark interest recenable 4 6
Taxation
{a) Analysis of credit in the year
2014 2013
Current tax £'000 £'000
UK corporation tax credit — Current year 18 16
-~ Prior year adjustment 2 -

20 16
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Taxation (continued)

(b) Factors affecting tax credit for year
The tax assessed for the year 18 explaned below

Notes forming part of the Financial Statements
for the year ended 31 December 2014 (continusd)

2014 2013
£000 £'000
Loss an ordinary actrties before taxation {395) {93)
Loss on ardinary actviies mulpled by expected rate of
Corporation tax of 20% (2013 20%) {79) {18}
Effects of
Expenses not daductible for tax purposes 3 2
Depreciation and amortisation in excess of capital alowances
not recogrused as deferred tax asset (4} 6)
Loss utihised on research and development clam 16 14
Trading losses for which no deferred tax has been recogrised 62 9
Pricr year adjustment 2 -
Research and development tax cradit - current year 18 18
Research and development tax credit - pnor year 2 -
Total tax credit 20 16

The research and development tax credit i1s effectively at an enhanced rate to the expenditure at the expectad

rate of corporation tax of 20% (2013 20%)

{c) Factors that may affect future tax charges

The group has tax losses estimated at £7,364k {2013 £7,241k) avaiable for relief against future trading profits

Deferred taxation

The group has the following potential deferred tax assets which have not been recognised due to uncertainty

and on-going operating losses

2014 2013
£'000 £'000
Accelerated capital allowances and other tming differences 68 66
Losses 1,472 1,448
1,540 1,514

Note that the effective future tax rate 1s 20% (2013 20%)




Notes forming part of the Financial Statements
for the year ended 31 December 2014 (continued)

Loss per share

The calculation of loss per ordinary share 1s based on a weighted average 51,112,581 {2013 51,112,581)
ordinary shares In 1ssue during the year The share options are anti-dilutive due to the loss in the year, and have

therefors been excluded

The loss per share for the total Inditherm Group atinbutable to owners of the parent company i1s based on the
foss for the year attnbutable to owners of the parent company of £375Kk (2013 £77k]

Property, plant and equipment

Group and Company Plant,
machinery,
Fixtures office Motor
and fittings equipment vehicles Total
£'000 £'000 £'000 £'000

GCost
1 January 2013 234 202 10 446
Additions - a7 - 37
Disposals - (54) - (54)
31 December 2013 234 185 10 425
Additions 3 7 - 10
31 December 2014 237 192 10 439
Accumulated depreciation
1 January 2013 230 183 10 423
Depreciation charge 2 14 - 16
Disposals - {54) - {54)
31 December 2013 232 143 10 385
Depreciation charge 1 17 - 18
31 December 2014 233 160 10 403
Net book amount
31 December 2014 4 32 - 36
31 December 2013 2 42 - 44
1 January 2013 4 19 - 23

Depreciation of property, plant and equipment i1s included within Cost of Sales within the Consolidated Statement

of Comprehensive Income
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Notes forming part of the Financial Statements
for the year ended 31 December 2014 (continusd)

10  Intangible assets

Group Intellectual Product
property development

rights costs Total

£'000 £'000 £'000
Cost
1 January 2013 136 126 262
31 December 2013 136 126 262
Capitalsed development costs - 3 3
31 December 2014 136 129 265
Accumulated amortisation and impairment
1 January 2013 136 103 239
Amortisation charge - 18 18
31 December 2013 136 122 258
Amartisation charge - 4 4
31 December 2014 136 126 262
Net book amount
31 December 2014 - 3 3
31 December 2013 - 4 4
1 January 2013 - 23 23

Product development costs will be fully amertisad within three years

Only product devetopment costs are held n the Company batance sheet Intellectual property nghis are held
in a Group subsidary

Amortisation of intangible assets 1s included within Cost of Sales within the Consolidated Statement of
Comprehensive Income

11 Investments in subsidiarnies - Company
lnvestment n subsidianes at cost g
At 1 January 2014 and 31 December 2014 104

Provisions of £104 have been made aganst the investment (2013 £104)

Inditherm pls has the follewing wholly owned subsidiaries registered and operating in England and Wales

Name Nature of business Class of share
Inditherm {(Medical) Lmited Holding company for inteliectual property nghts Ordinary
Inditherm (UK} Limited Dormant Ordinary

Inditherm Construction bimited Dermant Ordinary
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Notes forming part of the Financial Statements
for the year ended 31 December 2014 (continued)

Inventories
Group and Company 2014 2013
£'000 £'000
Raw materials 134 174
Work in progress 3 1
Finished Goods 52 A4
189 2189

Inventonies are presented net of prowsions to wnte down the values to management's estimate of nat realisable
value

The amount charged to the Consclidated Statement of Comprehensive Income in respect of the wnting down
of nventones was £39k (2013 credit of £1k) The amount credited to the Statement of Comprehensive Income
inrespect of reversals of wnte-downs was £27k (2013 £1k} The cost of inventones recognised as an expense
and included within cost of sales was £548k (2013 £516k)

Trade and other receivables

Group and Company 2014 2013
£'000 £'000

Trade recevables 229 318
Other taxes and social secunty 7 -
Prepayments and accrued income 48 33
284 349

Trade and other recavables are non-interest beanng There 15 no matenal difference between the carrying
amount and the far value of trade and other recevables

There are no provisions for doubtful debt (2013 Cril)

At 31 December 2014 trade recevables of €nil {2013 £nil} were mparred The amount of provision was £nil
(2013 £nily

At 31 December 2014 trade recevables of £78k {2013 £139Kk) wera past due but not impared These recevabla
balances are not considered impared because the balances have been acknowlaedged as payable by the
customers and are within credit Iimits set up for the respective customers or have been paid since the year
end The ageing of these receivables 13 as follows

Group and Company 2014 2013
£'000 £'000

Up to three months 75 g7
Between four and twelve months 3 42
78 139
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Notes forming part of the Financial Statements
for the year ended 31 December 2014 (ontinued)

13

14

15

Trade and other receivables {continued)

The carrying value of receivablas that wauld have been past due or imparred, but whose terms have baen
renegotiated 1s £nil (2013 £nil)

Recevables that are neither past due or Impaired are within credit hmits for the respective customer and having
made reasonable enguines the directars are not aware of any reasons that indicate the amounts due are
disputed or not collectahle

The maximurn exposure to credit nsk at the reporting date 1s the far value of each c¢lass of recevable shown
above The Group does not insure receivables or hold any collateral as secunty

The Company's recenvable due from subsidianes of £903k (2013 £903k) s fully impared

The carrying amounts of the Group's and Company’s receivables are denominated in the following currencies

Group and Company 2014 2013
£'000 £'000

Pounds sterling 266 328
Euro 8 i2
US Dollars 10 8
284 349

Trade and other payables

Group and Company 2014 2013
£'000 £'000

Trade payables 109 182
Other payables 3 4
Other taxes and sccial secunty 25 43
Accruals 83 139
220 368

Trade and other payables are non-interest bearng There 1s no matenal difference between the carrying amount
and the farr value of trade and other payakles

Deferred Income

Deferred income anses on medical rental, service or maintenance contracts and the accounting policy 1s
explaned n note 1

The profile of when this income will be recognised in the Consolidated Statament of Comprehensive Income 1s
as follows

Within 1t02 2103 3tod 4t05
Deferred 1 year years years years years Total
Income £000's £000’s £000's £000°s £000's £000's
2014 87 53 50 18 3 211
2013 a5 55 50 50 21 261
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Notes forming part of the Financial Statements
for the year ended 31 December 2014 (continued)

Financial risk management and financial instruments

The Group's principal financial iInstruments comprise trade and other recevables, cash and cash sguivalents
and trade and other payables The man purpose of these financial instruments 1s to finance the Group's
opergtions

Other financial assets and iabilities As at December 2014
Book value Fair value
Assets £'000 £000
Cash and cash equivalents 1,165 1,165
Trade and other recevables 229 229
Liabilities
Trade and other payables 195 195
Other financial assets and labilties As at December 2013
Book value Fair value
£'000 £°000
Assets
Cash and cash equivalents 1,635 1,635
Trade and other receivables 316 316
Liabiities
Trade and other payables 325 325

For financial assets and habiities, which are all short term In nature, the carrying value approximates to far
velue

The policies to address the nsks associated with the group's financial instruments are reviewed and approvad
by the Board A summary of ths nsks 15 sat out below

Liguicity nsk

In the normal course of business the Group 1s exposed to quidity nsk The Group's cbjective 1s to ensure that
sufficient resources are avalable to fund short term working capital and fonger term strategic requrements
This 1s achieved through the use of an appropriate mix of short, medium and long term deposits and
Investments

The ageing of the group's financial and other liabilites and cash and cash equivalents is as follows

Under 4to12 Greater than
2014 3 months months 12 months Total
£'000 £'000 £'000 £'000
Financial and other habilities (220) - - {220)
Cash and cash equivalents 1,165 - - 1,165
Under 41012  Greater than
2013 3 months months 12 months Total
£'000 £'000 £'000 £°000
Financial and other labilities (368) - - (368)
Cash and cash eguivalents 1,635 - - 1,635
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Notes forming part of the Financial Statements
for the year ended 31 December 2014 (continued)
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Financial nrsk management and financial instruments (continued)

Credit nsk

Credit nsk pnneipalty anses on cash deposits and trade receivables The credit nsk ansing on cash deposits 1s
Iimited because the counterparties are financial Institutions with high credit ratings assigned by international credit
rating agencies The credt nsk ansing on trade recevables 1s assessed on each indwdual customer taking nto
account Independent ratings {(where available), its financial position, past expenence and other factors

The Board's investment strategy for is cash investments 1s that no mora than £1rm would be placed on deposit
with any one Inshtution and that alt institutions should be rated A or better for Long term investments and A1 for
Short term investments The Board keeps this situation under raview in ight of new developments

Interest rate nsk

The Group does not beleve that its financial stability 1s threatened bacause of an exposure 1o interest rate risk
and consequently doas not hedgs against it The Board keeps this nsk under regular revew

Foreign currency rigk

It 1s recogrised that the Company has a growing exposure to the foreign currency nsks as export levels nse and
1t 1S appropnate to use spot and forward foreign exchange contracts, as part of its strategy for foreign currency
nsk management, ta protect the value of the trading margins and cash flow At the year end the exposures in
the batance sheet amount to £29k (2013 £54k)

Caprital risk management

The Group establshes credt imits for all financial instruments taking Nt account independent ratings, past
expenence and other factors The Group's iInvestment policy 1s 1o invest In fixed ratedow nsk investments where
the capital element 1s not at risk to market changes The capital nsk of cash deposits 1s further reduced by
spreading investment across a number of banks

Share capital

2014 2014 2013 2013
Number £000 Number £'000

Issued, called up and fully paid
Ordinary shares of 1p each 51,112,581 511 51,112,581 511

Authorised share capital

Crdinary shares of 1p each 78,000,000 780 78,000,000 780
Preference shares of £1 each 220,000 220 220,000 220
1,000 1,000

Commitrments under operating leases

Outstanding commitments for future minmum lease payments under non-cancellable operating leases fall dus
as follows

Land and buildings Other
Group and company 2014 2013 2014 2013
£'000 £'000 £000 £:000
Within one year ral 71 23 26
In the second to fifth years inclusive 72 143 a5 34
After five years - - = -
143 214 58 60
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Notes forming part of the Financial Statements
for the year ended 31 December 2014 (continued)

Contingent habilities

Included within cash and cash equivalents s a depasit for £250,000 (2013 £250,000) that 1s used as collateral
for bank facilities prowded by HSBC Bank plc Bank facilities prowded by HSBC Bank plc include a bank
guarantee 1ssued to Highbndge {Houndhill) Industries Lirited for £142,920, being a roling two year rent on the
manufactunng faciity at Rotherham The Company enterad the lease on 11 March 2002 for an inihal periad of
fificen years, which ends on 10 March 2017

In Apnl 2007 the Company introduced an All Employes Break-even Bonus Scheme, for all employees (excluding
Directors) that were in the Company's employment at that time, to reward loyalty and encourage on-going
commitment to the Company In recognition of therr contribution to achieving break-even in a half vear
accounting penad, five (2013 six) employees will receive a total of £23k, which together with Employers National
Insurance would cost £26k (2013 £32k) had the conditions been fulfiled at 31 December 2014 The break-
even condition 1s calculated after beanng a charge for the costs of the bonus

Under the terms of the Unilateral Concession arrangement between Mr Bsitles and the Company, the total
salary forgone to the end of the arrangement on 30 Apnl 2012 was £17k Had the profit perfermance cniera
been achieved at 31 December 2014, the value of the concessionary payment (including Employers National
Insurance) would have been £47k For the bonus payment to pay out the profit cntena s after bearing a charge
for the cost of the concessionary bonus arrangement and the All Employee Break-gven Bonus Scheme

During the normal course of business, the company offers warranties against clearly defined perfarmance
specifications

Share-based payments

In January 2012 1,425,000 share options with a stnke pnce of 5p were 1ssued to executive directors and a
sentor manager The farr value of the share options grantad was determined by the Black-Scholes pneing model
at £21k and 1s baing recognised on a straight ine basis over the three year vesting penod The key assumptions
used were the share price at the date of 1ssue, the strike price of the gptions, life of the options, histone volatiity
and benchmarking other AIM listed companies

Cn 31 January 2014 the senior manager left the company upon emigrating to Austrata and his 175,000 shars
optons were cancelled and the fair value of the outstanding penod of the share opiions was assessed on the
same basis as the anginal calculation

The number of share options that are 1n1ssue at 31 December 2014 15 1,850,000 (31 Ceg 2013 2,521,907),
of which 800,000 {31 Dec 2013 1,096,907) are exercisable at 31 December 2014 A further 1,250,000 share
options becarme exerciseable on 19 January 2015 The exercisable share options have strike prices of between
5p and 10p, with a waighted average exercise pnce of 6 6p {2013 45 4p)

The weighted average contractuat Iife of all outstanding share options on 31 December 2014 1s 5 9 years
(31 Dec 2013 2 7 years)

The expense recognised in the year from equity settled share based payments was £7k (2013 £7k)

There were no cash settled share based payment transactions
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Notes forming part of the Financial Statements
for the year ended 31 December 2014 (continued)

22

Related party transactions

Key management

Key management comprnise the group’s executive and non-executive directors Remuneration of executive and
non-executive drectors 15 set out In note 3 and the Remuneration Report on page 10 In the Remuneration
Report there are detaills of payments made to J H Markham in his capacity as a consultant to the Company,
2014 £8k (2013 L1K)

There were no other fransactions with key management

Company — transactions with subsidianies

Royalues amounting to £nil {2013 £nif) were payable by Inditherm olc to its substdiary Inditherm (Medical)
Limited in relation to the use of intellectual property

Amounts due from Inditherm {Madical} Limited at 31 December 2014 of £803k (2013 £903k) have been
provided for in full
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Other Shareholder Information

SHAREHOLDER ENQUIRIES

Shareholder enquines should be directed to the Gompany's registrars, Capita Asset Services, at The Reqisiry,
34 Backenham Road, Beckenham, Kent, BR3 4TU (telephone 0871 684 0300 - calls cost i0p per minute plus
netwaork extras, Iines are open 8 30am to 5 30pm, Monday - Friday, email shareholderenquines@capita co uk)

FINANCIAL DIARY

Dates for the announcemeant of 2015 intenm results and 2015 annual results will be released in due course

CAPITA ASSET SERVICES

The Company's registrars, Caprta Asset Services, provide a number of services that, as a shareheolder, might be useful
to you

Registrar's On-Line Service

By logging cnto www capitashareportal com and following the prompts, shareholders can view and amend various
detatls on ther account You will need to register to use this service for which purpase you will require your unique
investor code, which ¢an be found on your share certificate

Share Dealing Services

Capita offers an on-lne and telephone share dealing service which 1s avallatle by logging on to www capitadeal com
aor telephoning 0871 664 0346 (calls cost 10p per minute plus network extras, ines are open 8am to 4 30pm,
Monday - Fnday) For the on-line service, Capita’s commussion rates are 1 25% of the value of the deal (mirmum
£30 50, maximum £150 50) and fer the telephone service, Capita's commission rates are 3 50% of the value of the
deal {minimum £40 50, maximum £185 50)

Duplicate Share Register Accounts

If you are receving more than one copy of our report, 1t could be your shares are registered in two or more accounts
on our register of members If that was not your intention, please contact Capita who will be pleased to merge your
accounts
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Notice of Annual General Meeting

Natice 1s given that the 2015 Annual General Meeting of the Company will be held at the offices of Eversheds LLP,
Brdgewater Place, Water Lane, Lesds LS11 5DR United Kingdom on Thursday 11 June 2015 at 12 00 pm for the
followang purposes

ORDINARY BUSINESS

5

To receive and adopt the financial statements of the Company for the year ended 31 December 2014 together
with the Report of the directors and the Independent Auditors' Report

To reappoint PricewaternouseCoaopers LLLP as auditors of the Company to hold office until the conclusion of
the next general meeting of the Company at which financial statements ara laid before the members and to
authonse the directors to determine therr remuneration

To re-appaint Mr Nick Bettes, retnng by rotation, as dractor in accordance with the provisions of the Articles
of Association

SPECIAL BUSINESS

Te consider and, if thought if fit, pass the following resolutions, of which Resolution 4 will be proposed as an ordinary
resolution and Resoluticns 5 and 6 will be proposed as & special resolution

4

That the board of drectors be generally and unconditionally authonsed (in substitution for all existing
authonties to the extent unused) pursuant to section 551 of the Companies Act 20086 (the “Act™ to exercise
all the powers of the Company to allot shares in the Company and to grant nghts to subscribe for or to convert
any secunty into shares in the Company, up to an aggregate nominal amount of £25,000 Such authonty will
expirre at the conclusion of the Annual General Meeting next folowing the passing of this Resolution or, if
earlier, 15 months after the date of the passing of this Resclution Nevertheless the Company may, before the
expiry of the authonty conferred hereby, make an offer or agreement which would or rreght require such shares
to be allottad or nghts to subscnbe for or convert secunties into shares to be granted after the expiry of the
authonty conferred hereby and the directors may allot the shares and grant nghts to subscribe or convert
secunties Into shares, in pursuance of such offer or agreement, as if the authonty conferred hereby had not
axpired

That , subjact to the passing of Resolution 4 akbove, the board of directars of the Company be empowered
pursuant to section 570 of the Act to allot equity secunties (as defined In secticn 560 the Act) for cash pursuant
to the general authonty conferred by Resolution4 as set out in this Notice of Annual General Mesting as If
section 561{1) of the Act did not apply to such allotment, provided that this power shall be imited to the
allotment of equity secunties up to an aggregate nominal amount of £25,000 Such power shall expire on the
conclusion of the next annual general meeting of the Company after the passing of this Resolution save that
the Company may before such expiry make an offer or agresment which would or might require aquity
securities to be allotied after such expiry, and the board may allot equity secunties in pursuance of such an
offar or agreement as if the power conferred by this resolution had not expired

That the Company be generally and unconditianally authonsed pursuant to Article 8(A) of the Articles of
Assocation of the Company and pursuant to section 701 of the Act to make market purchases {(as defined
In section 693(4) of the Act of up to 5,110,000 ordinary shares of £0 01 each in the capital of the Company
{being approximately 10 per cent of the current 1ssued ordinary share capital of the Company} on such terms
and in such manner as the directars of the Company may from time o tirme determing, prowided that

{a) the amount pad for each share (exclusive of expensas) shall not be more than the higher of (1) the
middle market quotation for ordinary shares as derived from the AIM Appendix to the Daly Official
bist of the London Stock Exchange for the five business days before the date on which the contract
for the purchase 13 made, and (2) an amount aqual to the higher of the price of the last independent
trade and current ndependent bid as derved from the trading venue or lower than £0 01 per ordinary
share, and
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Notice of Annual General Meeting

continued

the authority herein cantained shall expire at the conclusion of the Annual General Meeting next
foowing the passing of this Resolution or, if earlier, 15 months after the date of the passing of this
Resaolution prowded that the Company may, before such expiry, make a contract to purchase iis own
shares which would or might be executed wholly or partly after such exprry, and the Company may
make a purchase of 1ts own shares in pursuance of such coniract as if the authonty hereby conferred
had not expired

vy

By Order of the Board Registered Office
1D Smith Inditherm House
Company secretary Houndhil Park
28 Apnl 2015 Bolton Road
Wath-upon-Dearne

Rotherham

SB3 7LG
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Not

ice of Annual General Meeting

caontinued

NOTES

Members entitled to attend and vote at the Annual General Meeting are entitled to appoint one or more proxies
to attend and, upen a poll, vots In therr place A proxy need not be a member of the Company To appaint
more than one proxy you may photocopy the Proxy Form Please indicate next to the proxy holder's name,
the number of shares in relation to which you authorse them to act as your proxy and complets all voting
instructions Please also Indicate by ticking the box provided If the proxy 1s one of multiple instructions being
given All such Proxy Forms should be returned together in the same erwelope

Te be vald the Proxy Form together with any power of attorney or other writien authonty under which it 1s
signed or a duly certified copy of it falling previous registration with the Company) must be lodged with the
Company's registrar, Capita Asset Services, PXS, 34 Beckenham Road, Beckenham, Kent, BR3 4TU by
12 00pm on & June 2015 Completion and return of proxy farms will not preclude shareholders from attending
and voting at the Annual General Meeting in person should they wish to do so

Only holders of ardinary shares or therr proxies are entitled to attend and vote at the Annual General Meeting

In the case of a corporation this Proxy Form must be given under its cornman seal, or signed by two direclors
ar by a director and the secratary, or signed on its behalf by an attorney or a duly authensed officer of the
corporation

In the case of joint holders, any one of thern may sign but the names of all joint holders should be stated The
vate of the senior who tenders a vote, whether in person or by proxy, will be accepted to the exclusion of the
vetes of the other joint holders and for this purpose senionty will be determined

The withheld option on the Proxy Form 1s prowded io enable you to abstan on any particular resolution
However, a “vote withheld” 13 not a vote n law and will not be counted in the calculation of the proportion of
vates “For" and “Agamst” a resclution

Corporate representatives must make themselves known before the start of the Annual General Meeting

The CREST electronic proxy appointment service 1s available for this Annual General Meeting To use this
service CREST members should transmit a CREST proxy instruction so as to reach Capita Asset Services,
CREST participant {3 RA10, by not later than 12 00pm on 8 June 2015 or in the case of any adjicurnment no
later than 48 hours before the time fixed for the adjourned meeting

In accordance with regulation 41 of the Uncertificated Securities Regulations 2001, only those members
entered on the Company's register of members not later than close of business on 9 June 2015 or, i the
mesting 1s adjournad, shareholders entered on the Company's register of members not tater than 48 hours
before the tme fixad for the adjourned meeting shall be entiled to attend and vote at the meeting




Headquarters and Registered Office

Inditherm House
Houndhill Park
Bolton Road
Wath-upon-Dearne
Rotherham, S63 7L.G

Telephone +44 (0) 1709 761000
Fax +44 {0) 1709 761066

e-mall sales@mndithermplc com
website www inditherm com




