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Alpha Therm Limited
Strategic report

For the year ended 31 December 2019

The directors present the strategic report for the year ended 31 December 2019.

Review of the business

The Company remains a key member of the Italian-owned Immerfin Group, one of Europe's leading
manufacturers of domestic and commercial boilers.

The income statement on page 10 shows revenue for the year of £24m (2018: £21my). This 12% increase is the
result of a solid strategy to increase sales volumes. The result has been achieved in spite of strong head winds
in the form of both challenging market conditions and Brexit/ political uncertainty.

However, these difficult and challenging conditions have resulted in a decreased profit after tax for the financial
year of £4k (2018: £434k). The decrease can largely be attributed to higher costs and currency fluctuations.
Shareholder funds increased by £4k (2018: £434k) due to retained earnings. The Company’s quick ratio (current
assets as a percentage of current liabilities) has slightly increased due to cash and debtors.

The Company continues to offer a complete range of boilers to meet the heating and hot water needs of
practically every property type or household size. This is viewed as crucial to successfully grow and thrive in a
very competitive market.

The Directors continue to review all areas of the business and confidently anticipate improvement in
performance and growth across the business.

Principal risks and uncertainties

CoVvID-19
Glohally the economy faces major uncertainty as the Covid -19 virus starts to affect almost all major country’s

economles. The UK is certainly not exempt to these risks and neither are most UK businesses.

The Company assess that its core activities, distribution and repair of heating equipment, fall within those
described by the government as essential. These core activities are supported by staff who in the majority of
cases are based at their homes.

Like most businesses demand will fall for a period of time as the UK’s citizens are told to remain at home.
However, the necessity for heating and hot water means sales will continue, albeit at a lower level. We do
expect some pressure on working capital, but we believe that the business moves into this uncertain period
with some financial strength, this allied with various government measures gives the company confidence
that business will continue.

The company has assessed the risk in terms of the supply chain, distribution, sales, health and safety,
reputation, debtors and working capital and are satisfied that appropriate measures are in place to mitigate
much of the risk.

Brexit

The Company has also assessed the uncertainty that it faces in relation the UK’s departure from the European
Union. Uncertainty surrounding trade agreements and the final trade deal with the EU along with ongoing
currency fluctuations represent the most significant risks. Some of these effects are mitigated by the
company’s forward hedging policy which remains in place and continues to be monitored rigorously.




Alpha Therm Limited
Strategic report (continued)

For the year ended 31 December 2019

As the transition period of EU alignment ends at the end of 2020 the company expect that uncertainty
regarding customs arrangements and tariffs will intensify. Events will be carefully monitored, and the company
will position itself in an agile way to ensure that it can react swiftly to the environment it finds itself in.

Market competition risk remains clear and present. We continue to work closely with our manufacturing
parent company to ensure our product range continues to align with customer needs and expectations and
are of the highest quality.

Key performance indicators

The directars consider the following key performance indicators when assessing the performance of the
company:

Turnover: turnover has increased in the year by £2,603k to £24,008k (2018: £21,405k).

Operating Profit: the operating profit for 2019 has decreased by £391k in the year to £194k (2018: £585k).
Profit after tax: profits after tax have decreased in the year by £430k (2018: £434k).

Monitoring of every profit centre across the business in terms of sales and valumes and associated margins is
performed to ensure maximum efficiencies within operations, examples include, staffing, accessory products,
spare parts, returns etc.

On behalf of the board

ndrea Zarmeli
Director
17 September 2020




Alpha Therm Limited
Directors' report

For the year ended 31 December 2019

The directors present their annual report and financial statements for the year ended 31 December 2019.

Principal activities

The principal activity of the company continued to be that of a supplier and service provider of domestic and
light commercial central heating and hot water systems.

Directors

The directors who held office during the year and up to the date of signature of the financial statements were
as follows:

Alfredo Amadei
Massimo Maini
Pietro Alberici

Andrea Carmeli

Results and dividends

The results for the year are set out on page 10.
No dividends have been paid or recommended in the current year or prior year.




Alpha Therm Limited
Directors' report

For the year ended 31 December 2019

Going concern

At the time of approving the financial statements, the directors have a reasonable expectation that the
company has adequate resources to continue in operational existence for the foreseeable future
including for a period of at least twelve months from the date on which these accounts are signed. The
Covid 19 outbreak has had an impact on the UK economy as well as the business of the company.

The company has updated its forecasts and reverse stress tests to analyse the impact on its solvency
and liquidity. Managements analysis indicates that the company will continue to have sufficient funds
to allow It to meet its liabilities as these fall due. The services provided by the company for the repair
and maintenance of central heating boilers is regarded as an essential service and the company has
continued to provide these services since the year end. The company has also introduced enhanced
credit control procedures since April 2020 and has continued to collect its receivables in a timely
manner. Accordingly, the directors have adopted and continue to prepare these accounts on a going
concern basis.

The company is heavily reliant on its parent company, Immerfin, in particular for the supply of stock.
Alpha Therm Limited is a key component of Immerfin's overseas operations and the directors expect
their support to continue for the foreseeable future.

Post Balance Sheet Events

On 11 March 2020, the World Health Organization raised the public health emergency situation
caused by the outbreak of COVID-19 to an international pandemic. The rapid evolution of events, both
nationally and internationally, represents an unprecedented heaith crises, which has impacted the
macroeconomic environment and the evolution of business. The company operates in the UK which is
affected by the pandemic. The business is currently being impacted both through government
restrictions on its own working practices and the operations of its supply chain. Whilst current trading
performance does not indicate a significant long term adverse effect, this has had a detrimental impact
on the business’s revenue, profit and cash flows during April and May 2020. Any impact on future cash
flows or the carrying value of assets will be reflected in the 2020 financia! statements. The company’s
staff have been allowed to work from home where possible and appropriate PPE have been provided
to staff who have had to visit customers to provide essential maintenance and repairs. The company
has continued to monitor their collection of outstanding receivables since the start of the lockdown
and to work closely with their debtors to ensure that payments are received on due dates.




Alpha Therm Limited
Directors' report

For the year ended 31 December 2019

Future developments

The Company will continue to focus on its core values throughout the next 12 months and beyond. This
includes a continued commitment to develop a wide range of quality, energy efficient products, high efficiency
boilers, and system solutions, tailored to the demands of the UK market whilst also offering 'added value' to
our customers.

2020 will see further new products being launched which is in line with the companies longer term strategy to
expand the product portfolio.

Auditors

The auditors, Ernst & Young LLP, will be proposed for reappointment in accordance with section 485 of the
Companies Act 2006.




Alpha Therm Limited
Directors' report (continued)

For the year ended 31 December 2019

Statement of directors' responsibilities
The directors are responsible for preparing the Strategic Report, the Directors' Report and the financial
statements in accordance with applicable law and regulations.

Company law requires the directors to prepare financial statements for each financial year. Under that law
the directors have elected to prepare the financial statements in accordance with United Kingdom Generally
Accepted Accounting Practice (United Kingdom Accounting Standards and applicable law). Under company
law the directors must not approve the financial statements unless they are satisfied that they give a true and
fair view of the state of affairs of the company and of the profit or loss of the company for that period. In
preparing these financial statements, the directors are required to:

- select suitable accounting policies and then apply them consistently;

- make judgements and accounting estimates that are reasonable and prudent;

- state whether applicable UK Accounting Standards have been followed, subject to any material departures
disclosed and explained in the financial statements;

- prepare the financial statements on the going concern basis unless it is inappropriate to presume that the
company will continue in business,

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain
the company’s transactions and disclose with reasonable accuracy at any time the financial position of the
company and enable them to ensure that the financial statements comply with the Companies Act 2006. They
are also responsible for safeguarding the assets of the company and hence for taking reasonable steps for the
prevention and detection of fraud and other irregularities.

Statement of disclosure to auditors

So far as each person who was a director at the date of approving this report is aware, there is no relevant
audit information of which the company’s auditors are unaware. Additionally, the directors individually have
taken all the necessary steps that they ought to have taken as directors in order to make themselves aware
of all relevant audit information and to establish that the company’s auditors are aware of that information.

On behalf of the board

Director
17 September 2020




INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF ALPHA THERM LIMITED

Opinion

We have audited the financial statements of Alpha Therm Limited for the year ended 31 December 2019
which comprise the Statement of comprehensive income, Statement of financial position, Statement 6f
changes in equity, Statement of cash flows and the related notes 1 to 24, including a summary of significant
accounting policies. The financial reporting framework that has been applied in their preparation is
applicable law and United Kingdom Accounting Standards including FRS 102 “The Financial Reporting
Standard applicable in the UK and Republic of Ireland” (United Kingdom Generally Accepted Accounting:
Practice).

In our opinion, the financial statements:

e pgive a true and fair view of the company’s affairs as at 31 December 2019 and of its profit for the year
then ended; :

¢ have been properly prepared in accordance with United Kingdom Generally Accepted Accounting
Practice; and

¢ have been prepared in accordance with the requirements of the Companies Act 2006.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (ISAs (UK)) and
applicable law. Our responsibilities under those standards are further described in the Auditor’s
responsibilities for the audit of the financial statements section of our report below. We are independent of
the company in accordance with the ethical requirements that are relevant to our audit of the financial
statements in the UK, including the FRC’s Ethical Standard, and we have fulfilled our other ethical .
responsibilities in accordance with these requirements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
opinion. )

Emphasis of Matter — Effects of Covid 19

We draw attention to Note 1.2 and Note 24 of the financial statements which describes the ecanomic and
social consequences the company is facing as a result of COVID-19 which is impacting consumer demand.
Our opinion is not modified in respect of this matter.

Conclusions relating to going concern

We have nothing to report in respect of the following matters in relation to which the ISAs (UK) require us to
report to you where:

¢ the directors’ use of the going concern basis of accounting in the preparation of the financial
statements is not appropriate; or

¢ the directors have not disclosed in the financial statements any identified material uncertainties that _
may cast significant doubt about the company’s ability to continue to adopt the going concern basis of
accounting for a period of at least twelve months from the date when the financia! statements are
authorised for issue.




INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF ALPHA THERM LIMITED

Other information

The other information comprises the information included in the annual report, other than the financial
statements and our auditor’s report thereon. The directors are responsible for the other information.

Our opinion on the financial statements does not cover the other information and, except to the extent
otherwise explicitly stated in this report, we do not express any form of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other information
and, in doing so, consider whether the other information is materially inconsistent with the financial
statements or our knowledge obtained in the audit or otherwise appears to be materially misstated. If we
identify such material inconsistencies or apparent material misstatements, we are required to determine
whether there is a material misstatement in the financial statements or a material misstatement of the other
information. If, based on the work we have performed, we conclude that there is a material misstatement of
the other information, we are required to report that fact.

We have nothing to report in this regard.

Opinions on other matters prescribed by the Companies Act 2006

In our opinion, based on the work undertaken in the course of the audit:

e the information given in the strategic report and the directors’ report for the financial year for which the
financial statements are prepared is consistent with the financial statements; and

e the strategic report and directors’ report have been prepared in accordance with applicable legal
requirements.

Matters on which we are required to report by exception

In the light of the knowledge and understanding of the company and its environment obtained in the course
of the audit, we have not identified material misstatemeénts in the strategic report or directors’ report.

We have nothing to report in respect of the following matters in relation to which the Companies Act 2006

requires us to report to you if, in our opinion: :

¢ adequate accounting records have not been kept or returns adequate for our audit have not been
received from branches not visited by us; or

¢ the financial statements are not in agreement with the accounting records and returns; or

e certain disclosures of directors’ remuneration specified by law are not made; or g

e we have not received all the information and explanations we require for our audit.

Responsibilities of directors

As explained more fully in the directors’ responsibilities statement set out on page 6, the directors are
responsible for the preparation of the financial statements and for being satisfied that they give a true and
fair view, and for such internal control as the directors determine is necessary to enable the preparation of
financial statements that are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, the directors are responsible for assessing the company’s ability to
continue as a going concern, disclosing, as applicable, matters related to going concern and using the going
8




INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF ALPHA THERM LIMITED

concern basis of accounting unless the directors either intend to liquidate the company or to cease
operations, or have no realistic alternative but to do so.

Auditor’s responsibilities for the audit of the financial statements

Our abjectives are to obtain reasonable assurance about whether the financial statements as a whole are
free from material misstatement, whether due to fraud or error, and to issue an auditor’s repart that
includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an audit
conducted in accordance with I1SAs {UK) will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered material if, individually or in the aggregate,
they could reasonably be expected to influence the economic decisions of users taken on the basis of these
financial statements.

A further description of our responsibilities for the audit of the financial statements is located on the
Financial Reporting Council’s website at https://www.frc.org.uk/auditorsresponsibilities. This description
forms part of our auditor’s report.

Use of our report

This report is made solely to the company’s members, as a body, in accordance with Chapter 3 of Part 16 of
the Companies Act 2006. Our audit work has been undertaken so that we might state to the company’s
members those matters we are required to state to them in an auditor’s report and for no other purpose. To
the fullest extent permitted by law, we do not accept or assume responsibility to anyone other than the
company and the company’s members as a body, for our audit work, for this report, or for the opinions we
have formed.

) London
[T September 2020




Alpha Therm Limited
Statement of Comprehensive Income

For the year ended 31 December 2019

Turnover

Cost of sales

Gross Profit

Distribution Costs
Admin expenses
Other Operating Income

Operating Profit

Other gains and losses

Profit before taxation o

Taxation
Profit for Financial year

Other comprehensive income

Total Comprehensive Income for the year

2019
Notes £'000

3 24,008
(18,264)

5,744

(671)
(5,135)
256

5 194

6 (154)

40

8 (36)

2018
£'000

21,405
(15,497)

5,908

(663)
(4,904)
244

585
(12)

573

{139)

434

434

The profit and loss account has been prepared on the basis that all operations are continuing operations.

The notes on pages 14 to 32 form part of these financial statements.

10




Alpha Therm Limited
Statement of financial position

for the year ended 31 December 2019

2019 2018
Notes £'000 £'000 £'000 £'000
Fixed assets
Tangible assets 9 133 98
Current assets
Stocks 12 1,771 1,931
Debtors 15 5,340 5,096
Deferred tax asset 16 - 3
Cash at bank and in hand 2,527 2,091
9,638 9,121
Creditors: amounts falling due
within one year 14 (5,691) (5,691)
Net current assets 3,947 3,427
Total assets less current liabilities 4,080 3,525
Provisions for liabilities 17 ' (2,957) (2,409)
Net assets 1,123 : 1,119
Capital and reserves
Called up share capital 13 - -
Profit and loss reserves 19 1,123 1,119
Total equity 1,123 1,119

The financial statements were approved by the board of directors and authorised for issue on 17 September
2020 and are signed on its behalf by:

Company Registration No. 00882439

11



Alpha Therm Limited
Statement of changes in equity

For the year ended 31 December 2019

_ Balance at 1 January 2018

Year ended 31 December 2018:
Profit and total comprehensive income for the year
Dividends

Balance at 31 December 2018
Year ended 31 December 2019:
Profit and total comprehensive income for the year

Dividends

Balance at 31 December 2019

12

Profit and

loss

Reserves

Notes £000

685

434
10 -

1,119

10 -




Alpha Therm Limited
Statement of cash flows

For the year ended 31 December 2019

Notes

Cash flows from operating activities
Cash generated used by operations 23
Income taxes paid

Net cash inflow from operating activities
Investing activities
Purchase of tangible fixed assets

Net cash used in investing activities

Financing activities
Dividends paid

Net cash used in financing activities

Net increase in cash and cash equivalents

Cash and cash equivalents at beginning of year

Cash and cash equivalents at end of year

13

2019
£'000 £'000

678
(133)

545

(109)

(109)

436

2,001

2,527

2018
£'000 £'000

717
(26)

691

(67)

(67)

624

1,467

2,091




Alpha Therm Limited

Notes to the financial statements

For the year ended 31 December 2019

11

1.2

1'3

Accounting policies

Company information

Alpha Therm Limited Is a private company limited by shares incorporated in England and Wales. The
registered office is Nepicar House, London Road, Wrotham Heath, Sevenoaks, Kent, TN15 7RS. The
principal accounting policies, which have been applied consistently throughout the year, are set out
below.

Accounting convention

These financial statements have been prepared in accordance with FRS 102 “The Financial Reporting
Standard applicable in the UK and Republic of Ireland” (“FRS 102”) and the requirements of the
Companies Act 2006.

The financial statements are prepared in sterling, which is the functional currency of the company.
Monetary amounts in these financial statements are rounded to the nearest £ '000.

- The financial statements have been prepared under the historical cost convention, modified
to include certain financial instruments at fair value.

Going concern

At the time of approving the financial statements, the directors have a reasonable expectation that
the company has adequate resources to continue in operational existence for the foreseeable future
including for a period of at least twelve months from the date on which these accounts are signed.
The Covid 19 outbreak has had an impact on the UK economy as well as the business of the company.

The company has updated its forecasts and reverse stress tests to analyse the impact on solvency and
liquidity. Managements analysis indicates that the company will continue to have sufficient funds to
allow it to meet its liabilities as these fall due. The services provided by the company for the repair
and maintenance of central heating boilers is regarded as an essential service and the company has
continued to provide these services since the year end. The company has also introduced enhanced
credit control procedures since April 2020 and has continued to collect its receivables in a timely
manner. Accordingly, the directors have continued to adopt and prepare these accounts on a going
concern basis.

The company is heavily reliant on its parent company, Immerfin, in particular for the supply of stock.
Alpha Therm Limited is a key component of Inmerfin's overseas operations and the directors expect
their support to continue for the foreseeable future.

Turnover
Turnover represents amounts receivable for goods and services net of VAT and trade discounts.

14




Alpha Therm Limited
Notes to the financial statements

For the year ended 31 December 2019

Revenue from the sale of goods is recognised when the significant risks and rewards of ownership of
the goods have passed to the buyer (usually on dispatch of the goods), the amount of revenue can be
measured reliably, it is probable that the economic benefits associated with the transaction will flow
to the entity and the costs incurred or to be incurred in respect of the transaction can be measured
reliably.

Revenue from the contractual arrangements for servicing and maintenance of equipment is
recognised when the services are provided, with this income generally being recognised on a straight
line basis.

Rental income from operating leases is recognised on a straight line basis over the term of the
relevant lease.

15




Alpha Therm Limited

Notes to the financial statements

For the year ended 31 December 2019

14

15

16

1.7

Accounting policies (continued)

Tangible fixed assets
Tangible fixed assets are initially measured at cost and subsequently measured at cost or valuation, net
of depreciation and any impairment losses.

Depreciation is recognised so as to write off the cost or valuation of assets less their residual values over
their useful lives on the following bases:

Office equipment 10-33% per annum
Software 10-25% per annum

The gain or loss arising on the disposal of an asset is determined as the difference between the sale
proceeds and the carrying value of the asset and is credited or charged to profit or loss.

Stocks
Stocks are stated at the lower of cost and estimated selling price less costs to complete and sell. Cost
comprises direct materials and, where applicable, direct labour costs and those overheads that have

At each reporting date, an assessment is made for impairment. Any excess of the carrying amount of
stocks over its estimated selling price less costs to complete and sell is recognised as an impairment loss
in profit or loss.

Cash and cash equivalents

Cash and cash equivalents include cash in hand, deposits held at call with banks, and bank overdrafts.
Bank overdrafts are shown within borrowings in current liabilities.

Financial instruments

The company has elected to apply the provisions of Section 11 ‘Basic Financial Instruments’ and Section
12 ‘Other Financial Instruments Issues’ of FRS 102 to all of its financial instruments.

Financial instruments are recognised in the company's balance sheet when the company becomes party
to the contractual provisions of the instrument.

Financial assets and liabilities are offset, with the net amounts presented in the financial statements,
when there is a legally enforceable right to set off the recognised amounts and there is an intention to
settle on a net basis or to realise the asset and settle the liability simultaneously.

16




Alpha Therm Limited

Notes to the financial statements {continued)

For the year ended 31 December 2019

1.7

Accounting policles (continued)

Financial instruments (continued)

Basic financial assets

Basic financial assets, which include trade and other debtors and cash and bank balances, are initially
measured at transaction price Including transaction costs and are subsequently carried at amortised cost
using the effective interest method unless the arrangement constitutes a financing transaction, where
the transaction is measured at the present value of the future receipts discounted at a market rate of
interest.

Other financial assets

Other financial assets are initially measured at fair value, which is normally the transaction price. Such
assets are subsequently carried at fair value and the changes in fair value are recognised in profit or loss,
except that investments in equity instruments that are not publicly traded and whose fair values cannot
be measured reliably are measured at cost less impairment.

Trade debtors, loans and other debtors are measured at amortised cost using the effective interest
method, less any impairment.

Interest is recognised by applying the effective interest rate, except for current debtors when the
recognition of interest would be immaterial. The effective interest method is a method of calculating
the amortised cost of a debt instrument and of allacating the interest income over the relevant period.
The effective interest rate is the rate that exactly discounts estimated future cash receipts through the
expected life of the debt instrument to the net carrying amount on initial recognition.

Impairment of financial assets
Financial assets, other than those held at fair value through profit and loss, are assessed for indicators
of impairment at each reporting end date.

Financial assets are impaired where there is objective evidence that, as a result of one or more events
that occurred after the initial recognition of the financial asset, the estimated future cash flows have
been affected. If an asset is impaired, the impairment loss is the difference between the carrying amount
and the present value of the estimated cash flows discounted at the asset’s original effective interest
rate. The impairment loss is recognised in profit or loss.

If there is a decrease in the impairment loss arising from an event occurring after the impairment was
recognised, the impairment is reversed. The reversal is such that the current carrying amount does not
exceed what the carrying amount would have been, had the impairment not previously been recognised.
The impairment reversal is recognised in profit or loss.

17




Alpha Therm Limited
Notes to the financial statements {continued)

For the year ended 31 December 2019

1 Accounting policies (continued)

1.7 Financial instruments (continued)

Derecognition of financial assets

Financial assets are derecognised only when the contractual rights to the cash flows from the asset
expire or are settled, or when the company transfers the financial asset and substantially all the risks
and rewards of ownership to another entity, or If some significant risks and rewards of ownership are
retained but control of the asset has transferred to another party that is able to sell the asset in its
entirety to an unrelated third party.

Classification of financial liabilities '

Financial liabilities and equity instruments are classified according to the substance of the contractual
arrangements entered into. An equity instrument is any contract that evidences a residual interest in
the assets of the company after deducting all of its liabilities.

Basic financial liabilities

Basic financial liabilities, including trade and other creditors, bank loans and loans from fellow group
companles that are classified as debt, are initially recognised at transaction price unless the arrangement
constitutes a financing transaction, where the debt instrument is measured at the present value of the
future receipts discounted at a market rate of interest.

Debt instruments are subsequently carried at amortised cost, using the effective interest rate method.

Trade creditors are obligations to pay for goods or services that have been acquired in the ordinary
course of business from suppliers. Accounts payable are classified as current liabilities if payment is due
within one year or less. If not, they are presented as creditors falling due in mare than one year. Trade
creditors are recognised initially at transaction price and subsequently measured at amortised cost using
the effective interest method.

Other financial liabilities
Other financial liabilities, including debt instruments that do not meet the definition of a basic financial
instrument, are measured at fair value through profit or loss.

Debt instruments may be designated as being measured at fair value though profit or loss to eliminate
or reduce an accounting mismatch or if the instruments are measured and their perfarmance evaluated
on a fair value basis in accordance with a documented risk management or investment strategy.

Financial liabilities and equity instruments are classified according to the substance of the contractual
arrangements entered into. An equity instrument is any contract that evidences a residual interest in
the assets of the company after deducting all of its liabilities.

Derecognition of financlal liabilities
Financial liabilities are derecognised when the company’s contractual obligations expire or are
discharged or cancelled.

18
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Notes to the financial statements (continued)

For the year ended 31 December 2019

1

1.8

19

1.10

Accounting policies (continued)

Equity instruments

Equity instruments issued by the company are recorded at the proceeds received, net of direct issue
costs. Dividends payable on equity instruments are recognised as liabilities once they are no longer at
the discretion of the company.

Derivatives

Derivatives are initially recognised at fair value at the date a derivative contract is entered into and are
subsequently remeasured to fair value at each reporting end date. The resulting gain or loss is
recognised in profit or loss immediately unless the derivative is designated and effective as a hedging
Instrument, in which event the timing of the recognition in profit or loss depends on the nature of the
hedge relationship.

A derivative with a positive fair value is recagnised as a financial asset, whereas a derivative with a
negative fair value is recognised as a financial liability.

Taxation '
The tax expense represents the sum of the tax currently payable and deferred tax.

Current tax

The tax currently payable is based on taxable profit for the year. Taxable profit differs from net profit
as reported in the profit and loss account because it excludes items of income or expense that are
taxable or deductible in other years and it further excludes items that are never taxable or deductible.
The company’s liability for current tax is calculated using tax rates that have been enacted or
substantively enacted by the reporting end date.

Deferred tax

Deferred tax liabilities are generally recognised for all timing differences and deferred tax assets are
recognised to the extent that it is probable that they will be recovered against the reversal of deferred
tax liabilities or other future taxable profits. Such assets and liabilities are not recognised if the timing

. difference arises from goodwill or from the initial recognition of other assets and liabilities in a

transaction that affects neither the tax profit nor the accounting profit.

The carrying amount of deferred tax assets is reviewed at each reporting end date and reduced to the
extent that it is no longer probable that sufficient taxable profits will be available to allow all or part of
the asset to be recovered. Deferred tax is calculated at the tax rates that are expected to apply in the
period when the liability is settled or the asset is realised. Where items recognised in other
comprehensive income or equity are chargeable to or deductible for tax purposes, the resulting current
or deferred tax expense or income is presented in the same component of comprehensive income or
equity as the transaction or other event that resulted in the tax expense or income. Deferred tax assets
and liabilities are offset when the company has a legally enforceable right to offset current tax assets
and liabilities and the deferred tax assets and liabilities relate to taxes levied by the same tax authority.

19




Alpha Therm Limited

Notes to the financial statements {continued)

For the year ended 31 December 2019

1

111

1.12

143

1.14

1.15

Accounting policies {continued)

Provisions

Provisions are recognised when the company has a legal or constructive present obligation as a result
of a past event, it is probable that the company will be required to settle that obligation and a reliable
estimate can be made of the amount of the obligation.

The amount recognised as a provision is the best estimate of the consideration required to settle the
present obligation at the reporting end date, taking into account the risks and uncertainties
surrounding the abligation.

Where the effect of the time value of money is material, the amount expected to be required to settie
the obligation is recognised at present value. When a provision in measured at present value the
unwinding of the discount is recognised as a finance cost in profit or loss in the period it arises.

Provisions for expected warranty claims are charged against profits when products have been invoiced.
Warranty periods vary according to the product but for the majority are no longer than 5 years.

Employee benefits
The costs of short-term employee benefits are recognised as a liability and an expense, unless those
costs are required to be recognised as part of the cost of stock or fixed assets.

The cost of any unused holiday entitlement is recognised in the period in which the employee’s services
are received.

Termination benefits are recognised immediately as an expense when the company is demonstrably
committed to terminate the employment of an employee or to provide termination benefits.

Retirement benefits
The company operates a defined contribution scheme for the benefit of its emplayees, Contributions
payable are charged to the profit and loss account in the year they are payable.

Leases
Rentals payable under operating leases, including any lease incentives received, are charged to income
on a straight line basis over the term of the relevant lease.

Foreign exchange

Transactions in currencies other than pounds sterling are recorded at the rates of exchange prevailing
at the dates of the transactions. At each reporting end date, monetary assets and liabilities that are
denominated in foreign currencies are retranslated at the rates prevailing on the reporting end date.
Gains and losses arising on translation are included in the profit and loss account for the period.
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2

Critical accounting judgements and key sources of estimation uncertainty

In the application of the company’s accounting policies, the directors are required to make judgements,
estimates and assumptions about the carrying amount of assets and liabilities that are not readily
apparent from other sources. The estimates and associated assumptions are based on historical
experience and other factors that are considered to be relevant. Actual results may differ from these
estimates,

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting
estimates are recognised in the period in which the estimate is revised where the revision affects only
that period, or in the period of the revision and future periods where the revision affects both current
and future periods.

Critical judgements
The following judgements (apart from those involving estimates) have had the most significant effect on
amounts recognised in the financial statements.

Warranty

The company provides warranty coverage on products for a varying number of years. Estimated warranty
costs are accounted for by accruing costs for each product upon recognition of the sale. The estimated
warranty costs are based on historical product performance and field expenses. Based upon historical
service records, the average service hours charged and parts per product are used to determine the
estimated warranty charge.

On an annual basis, the Company assesses, and updates if necessary, its accounting estimates used to
calculate the standard warranty provision based on recent historical warranty expenses and expected
future warranty expenses. The actual product performance and/or field expense profiles may differ, and
in such cases warranty reserves are adjusted accordingly. Future warranty expenses may exceed
estimates, which could lead to an increase in cost of sales.

The Company assesses the warranty rates each year, which may result in a change to previous accounting
estimates.

Stock provisions

Management reviews the inventory balances to determine if inventories can be sold at amounts greater
than or equal to their carrying amounts plus costs to sell. The review is broken down into product groups
to allow clearer identification of slow moving inventories, obsolete inventories and partially or fully
damaged inventories. The identification process includes historical performance of the inventory along
with current operational plans. Damaged stock is written off or provided for depending on the extent of
damage. Management makes an allowance for any items considered to be obsolete. The allowance
represents the difference between the cost of inventory and its estimated net realisable value. '
Stock held by Service Engineers is counted and reviewed at least once per year, with any necessary
adjustments being performed at the count. '
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2 Critical accounting Judgements and key sources of estimation uncertainty (continued)

Debtors

The provision for impairment of receivables requires that management closely review the outstanding
trade receivables, also considering ageing, payment history and credit risk coverage. An assessment is
made on an individual basis with each customer’s balance being reviewed closely.

Accruals for promotions and loyalty support

Promotional discounts are offered at various stages throughout the year to support sales of various
products. Promotional activity will always be dependent on market conditions and negotiations with
customers. Rates and length of promotional periods are all known at the point of providing an accrual,
however judgement about the uptake on promotional activity is arrived at by reviewing historical trends
along with other calculations.

Contract support is offered to help support pricing in the competitive new build sector. Contracts are
made with parties detailing rates and estimated quantities. Judgement is necessary in order to predict
the progress on each development. This is achieved through close communication with installers whilst
also considering historical trends.

Both Promotional Discounts and Contract support are generally charged to the statement of profit or
loss at the relevant time. Although provisions are reviewed on a regular basis and adjusted for
management’s best current estimates, the judgmental nature of these items means that future amounts
settled may be different from those provided.

Transactions with related parties
The company enters into a number of transactions with other group entities. The directors estimate that
these transactions are made on an arms' length basis in line with the trade agreement in place.

3 Turnover and other revenue

Turnover analysed by geographical market

2019 2018

£'000 £'000

United Kingdom 23,972 21,311
Europe {other than the United Kingdom) 36 94

24,008 21,405
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4

Employees

The average monthly number of persons {including directors) employed by the company during the year

was:
2019
Number
Administrative staff 50
Sales staff 22
72
Their aggregate remuneration comprised:
2019
£'000
Wages and salaries 2,749
Social security costs 317
Pension costs 133
3,199
Operating profit
2019
Operating profit for the year is stated after charging/(crediting): £'000
Exchange losses/{gains) 18
Research and development costs : 17
Fees payable to the company's auditors for the audit of the company's
financial statements 44
Fees payable to the company's auditors for non - audit fee's (tax) 12
Depreciation of owned tangible fixed assets 75
Cost of stocks recognised as an expense 12,749
Operating lease charges 554
Other gains and losses
2019
_ £'000
Fair value gains/{losses) on financial instruments

Change in value of financial assets held at fair value through profit or loss (154)

23

2018
Number

49
19

68

2018
£'000

2,540
277
125

2,942

2018
£'000

110
16

44
76

11,387
538

2018
£ '000

(12)
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7 Directors' remuneration

2019 2018
£'000 £ '000
Remuneration for qualifying services 33 22
Company pension contributions to defined contribution schemes - -
33 22
8  Taxation
2019 2018
£'000 £ '000
Current tax

UK corporation tax on profits for the current period 25 133

Deferred tax
Origination and reversal of timing differences 11 6
Total tax charge ‘ 36 139

The tax assessed for the year is higher than (2018: higher than) the standard rate of corporation tax in
the UK of 19% (2018: 19%). The differences are explained below:

2019 2018
£'000 £ '000
Profit before taxation 40 573

Expected tax charge based on a corporation tax rate of 19% (2018: 19%)
A 7 109

Tax effect of expenses that are not deductible in determining taxable

profit 30 31
Other tax adjustments (1) (1)
Tax expense for the year ‘ 36 139

Factors that may affect future tax charges
Legislation has been substantively enacted to reduce the corpaoration tax rate to 17% from 1 April 2020.
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9  Tangible fixed assets

Cost

At 1 January 2019
Additions
Disposals

At 31 December 2019

Depreciation and impairment

At 1 January 2019

Depreciation charged in the year
Eliminated in respect of disposals

At 31 December 2019

Carrying amount
At 31 December 2019

At 31 December 2018

10 Dividends

Office
equipment
£'000

308
88

396

222
52

274

122

86

No dividends have been paid nor declared during the year (2018: £nil).

11 Financial instruments

Carrying amount of financlal assets
Debt instruments measured at amortised cost

Carrying amount of financial liabilities
Measured at fair value through profit or loss
- Other financial liabilities

Measured at amortised cost

25

Software
£'000

87
21

108

75
22

97

11

12

2019
£'000

3,578

154
8,076

Total

£'000

395

109

504

297
74

371

133

98

2018
£'000

4,787

12
1,491
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11 Financial instruments (continued)

The company enters into forward foreign currency contracts to mitigate the exchange rate risk for certain
foreign currency receivables.

Foreign currency contracts

The forward currency contracts are measured at fair value, which is determined using valuation techniques
that utilise observable inputs. The key assumptions used in valuing the derivatives are the forward
exchange rates for GBP:EUR.

As at 31 December 2019, the outstanding contracts all mature within 7 months (2018: 9 months) of the
year end. The company is committed to buy a maximum EUR 6,750,000 (2018 EUR 6,360,000), and receive
a fixed sterling amount. This amount could reduce depending upon the performance of the contracts
within the foreign exchange markets.

12 Stocks
2019 2018
£ '000 £'000
Finished goods and goods for resale 1,771 1,931
13 Share capital
2019 2018
£ £
Authorised
100 Ordinary shares of £1 each 100 100
Issued and fully paid
100 Ordinary shares of £1 each 100 100
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14 Creditors: amounts falling due within one year

2019 2018

£'000 £'000

Trade creditors 247 301
Amounts due to group undertakings 3,646 3,919
Corporation tax 25 133
Other taxation and social security 909 676
Derivative financial instruments 154 12
Dividends payable - -
Other creditors 36 36
Accruals and deferred income 674 614
5,691 5,691

15 Debtors

2019 2018

Amounts falling due within one year: £'000 £ '000
Trade debtors 4,992 4,786
Other debtors 106 101
Prepayments and accrued income 242 209
5,340 5,096

16 Deferred taxation

Deferred tax assets and liabilities are offset where the company has a legally enforceable right to do so.
The following is the analysis of the deferred tax balances (after offset) for financial reporting purposes:

2019 2018
Balances: £ '000 £'000
Opening Balance -3 -9
Origination and reversal of timing differences 12 7
Effect of changes in tax rates -1 -1
Closing Balance 8 -3

Provisions for liabilities
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18

Warranty provision
Deferred tax liability

Movements on provisions apart from retirement benefits and deferred tax liabilities:

At 1 January 2019
Additional provisions in the year
Utilisation of provision

At 31 December 2019

Retirement benefit schemes

Defined contribution schemes

Notes

16

2019
£'000

2,949
8

2,957

2018
£ '000

2,409

2,409

£'000

2,409
1,542
(1,002)

2,949

——

The company operates a defined contribution pension scheme for all qualifying employees. The
assets of the scheme are held separately from those of the company in an independently

The charge to profit and loss in respect of defined contribution schemes was £132,992 (2018 -

£125,425)
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19 Profit and loss reserves

At the beginning of the year
Profit for the year
Dividends

At the end of the year

29

2019
£'000

2018
£'000

685
434

1,119
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20

Related party transactions

A breakdown of transactions between the Company and its related parties is disclosed below.

No related party loan note balances exist at 31 December 2019 or 31 December 2018.

There were no material transactions or balances between the Company and its key management
personnel or members of their close family. At the end of the period, key management personnel did
not owe the Company any amounts.

The Companies Act 2006 and the Directors’ Remuneration Report Regulations 2013 require certain
disclosures of Directors’ remuneration. The details of the Directors’ total remuneration are provided in
the note below.

2019 2018
£'000 £'000
Aggregate compensation 285 246

During the year the Company entered into transactions, in the ordinary course of business, with other
group entities. Transactions entered into, and trading balances outstanding at 31 December, are as

follows:

2019 2018

£000 £'000
Sales to related parties Nil Nil
Purchases from Group companies 11,713 11,140
Costs recharges from Group companies in respect of Research and
Development and IT expenditure - 37 40
Head office building rent paid to the Parent Company 220 220
Amounts owed from related parties Nil Nil
Amounts owed to related parties 3,646 3,919
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22

Operating lease commitments

At the reporting end date the company had outstanding commitments for future minimum lease

payments under non-cancellable operating leases, which fall due as follows:

2019

£'000

Within one year 538
Between two and five years 1,563
In over five years 1,100
3,201

—_—

Lessor

2018
£ '000

545
1,050
1,320

2,915

The Company holds surplus office space which is sublet to the third parties. These non-cancellable leases
have remaining terms of 6 years. All leases include a provision for five-yearly upward rent reviews
according to prevailing market conditions. There are no options in place for either party to extend the

lease terms.

Future minimum rentals receivable under non-cancellable operating leases are as follows:

2019

£'000

Within one year ) 167
Between two and five years 669
In over five years 164
1,000

Controlling party

2018
£ '000

129
515
257

901

The company's ultimate parent undertaking and controlling party and largest and smallest group in
whose financial statements the company is consolidated is Immerfin SpA, a company incorporated in
ltaly. The group financial statements can be obtained fram Immerfin SpA, Via Cisa Ligure, 95 42041

Brescello Reggio Emllia, italy.
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23 Cash generated from operations

2019 2018

£'000 £'000
Profit for the year after tax 4 434
Adjustments for:
Taxation charged 36 139
Depreciation and impairment of tangible fixed assets 75 76
Other gains and losses 142 (56)
Increase/{decrease) in provisions 539 (319)
Movements in working capital:
(Increase)/decrease in stocks 160 (605)
Decrease/(increase) in debtors (244) 1,173
(Decrease) in creditors (34) (125)
Cash generated used by operations 678 717

24 Post Balance Sheet Events

On 11** March 2020, the World Health Organization raised the public health emergency situation caused by
the outbreak of COVID-19 to an international pandemic. The rapid evolution of events, both nationally and
internationally, represents an unprecedented health crises, which has impacted the macroeconomic
environment and the evolution of business. The company operates in the UK which is affected by the
pandemic. The business is currently being impacted both through government restrictions on its own
working practices and the operations of its supply chain. Whilst current trading performance does not
indicate a significant long term adverse effect, this has had a detrimental impact on the business’s revenue,
profit and cash flows during April and May 2020. Any impact on future cash flows or the carrying value of
assets will be reflected in the 2020 financial statements. The company’s staff have been allowed to work
from home where possible and appropriate PPE have been provided to staff who have had to visit customers
to provide essential maintenance and repairs. The company has continued to monitor their collection of
outstanding receivables since the start of the lockdown and to work closely with their debtors to ensure that
payments are received on due dates.

32




