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Strategic report
Business Objectives and Strategy

The principal activities of the company are the manufacture and distribution of furnaces and ovens for laboratory
pilot plant and industrial applications. Stock held for sale consists of raw materials purchased from third parties, and
products manufactured.

Key areas of strategic development and performance of the business include:

- Sales and Marketing — A unified marketing strategy has been implemented across the Verder Scientific
Group aimed at winning new business, whilst also maintaining key customer relationships, by building on
the overlapping markets and applications in which the Groups products are used.

« Manufacturing - new products continue to be developed both in our laboratory and bespoke Industrial
business, whilst also seeking to benefit from identified production efficiencies.

Business model

Carbolite Gero Limited aligns itself to the needs of our customers, whilst still considering our own profitability
targets and business continuity. Our customers are treated in a fair, trustworthy and personal business relationship.
Long term relationships are essential to us.

The company always looks to create added value for our customers by selling high quality products at competitive
prices.

It is also of great importance that the company has a well-trained and motivated workforce.

Development and Performance during the year

Carbolite Gero saw a strong performance during 2017. During this period there was continued development of
Carbolite Gero’s worldwide distribution network enhanced by the Verder Group and combined marketing activity.
This is developing well and continues to bring future benefits through increased market presence in some key
growth markets.

The results of the company are set out on page 7. The company generated an operating profit of £2.27m (20/6:
£2.06m) in the year from turnover of £14.3m (20176: £13.6m).

During the year the business implemented a group wide cash pooling facility in which all local cash is swept to nil at
the end of each day. As a result the cash position has reduced to a low balance, being replaced by intercompany
debtors.

Position at year end and future prospects

The Company plans to continue with its existing strategy for 2017. The Company has made a very positive start to
the new financial year and is well positioned to benefit from any further market growth. New products are being
developed during the year to add to the current product portfolio together with further focus on manufacturing
effectiveness.

The Principal Risks and Uncertainties facing the Business

The principal risks and uncertainties affecting the business include the following:

e Foreign exchange risk. The company does not hedge foreign exchange risk with many intergroup sales
being made in Euros or US Dollars, whilst purchases and financial statements are reported in Sterling,
meaning fluctuations in exchange rates can have an impact on financial results.
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Strategic report (continued)

With a significant proportion of revenue coming from outside the UK, a global recession would impact
the business’s growth prospects for the future, although the business’s global market spread gives some
protection from possible economic downturns in isolated markets.

At this particular time we continue to face uncertainty surrounding the United Kingdom’s exit from the
European Union. 25.9% of our Turnover is realised in the countries of the European Union and therefore
the operations of Carbolite Gero Limited going forward will depend on the outcome of these negotiations
in the next two years and further afield. We will need to monitor these changes very carefully to
determine any difficulties which could be encountered as a result of this economic shift. We are confident
that trade will not cease, however tighter restrictions and more barriers to trade could be implemented
making operations more difficult. If the pound loses value against the Euro and the dollar, the repatriation
of the Euros to GBP has a favourable effect on the revenue. While purchase prices in Euros would rise
this would not be significant as this affects a small proportion of vendor purchases.

Possible negative effects may be:
1. Longer lead times to the customers in Europe due to customs, and with that a loss of business.
. More restrictions associated with selling into European countries.

. Loss of business due to the customers wanting to keep trade within the European Union.

. Conformity of Products to European Standards will need to be assessed.

2
3
4. Loss of European Personnel.
5
6. Legal changes.

7. Devaluation of the pound may lead to purchase cost rises which will reduce the Gross Margin.
Possible Positive effects could be:

1. Easier business with the rest of the world if free trade agreements are reached.

2. Devaluation of the Pound leads to higher revenue when repatriating Euros to GBP.

Key Performance Indicators

Key financial performance indicators include the monitoring and management of profitability and working capital

The following Key Performance Indicators are monitored monthly:

2017 2016 Measure
Financial current ratio 1.73 3.17 Current assets/ current liabilities
Stock turnover 10.26 10.56  Turnover/stock

Debtor days 30.7 37.09  Trade debtors/ turnover x 365

These together with a range of traditional financial indicators generated monthly ensure that deviations to plan are -
spotted early and.appropriate corrective actions are implemented.

Dr J Pankratz

Parsons Lane
Hope

Hope Valley
S33 6RB

10" September 2018
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Directors’ report

The director presents the annual report and the financial statements for the year ended 31 December 2017.

Principal activities

The principal activities of the company are the manufacture and distribution of furnaces and ovens for laboratory
pilot plant and industrial applications.

Director

The names of those who have been Directors during the period are as follows:-
Dr J Pankratz

The director had no interests in the shares of the company.

The director confirms that no third party indemnity provisions for his benefit have been in place, neither at the time
this report was signed nor at any time during the financial year. The director confirmed a dividend of £11,905,739 to
be paid (2016: nil).

Employee involvement

The company has established channels for communication and consultation with employees and their
representatives on health and safety, financial results, and other matters of shared interest.

Disabled persons

Equal opportunity is given to any registered disabled person who applies for employment, taking into account the
aptitude of the applicant and the requirements of the job.

Should any employee become disabled, all reasonable steps are taken to provide continued employment and
retraining.

Opportunities for training, career development and promotion are extended to all employees regarding any
disability, consistent with the requirements of the company and the potential of the person concerned.

Disclosure of information to auditor

The director who held office at the date of approval of this directors’ report confirms that, so far as they are aware,
there is no relevant audit information of which the Company’s auditor is unaware; and each director has taken all the
steps that he ought to have taken as a director to make himself aware of any relevant audit information and to
establish that the Company’s auditor is aware of that information. :

Auditor

Pursuant to Section 487 of the Companies Act 2006, the auditor will be deemed to be reappointed and KPMG LLP
will therefore continue in office.

In accordance with Section 414 C(11) of the Companies Act 2006, information required in the Directors Report has
been presented in the Strategic Report

By order of the board

Dr J Pankratz
Director -
Parsons Lane
Hope
Hope Valley
Derbyshire
S33 6RB

10™ September 2018



- Statement of directors’ responsibilities in respect of the strategic report, the

Directors’ report and the financial statements
The directors are responsible for preparing the annual 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 they
have elected to prepare the financial statements in accordance with UK accounting standards and applicable law
(UK Generally Accepted Accounting Practice), including FRS 102 The Financial Reporting Standard applicable in
the UK and Republic of Ireland.

Under company law the directors must not approve the financial statements unless they are satisfied that they give a
trué 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;
e make judgements and estimates that are reasonable and prudent;

e state whether applicable UK accounting standards have been followed, subject to any material departures
disclosed and explained in the financial statements; \

e assess the company’s ability to continue as a going concern, disclosing, as applicable, matters related to going
concern; and '

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

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 responsible for
such internal control as they determine is necessary to enable the preparation of financial statements that are free
from material misstatement, whether due to fraud or error, and have general responsibility for taking such steps as
are reasonably open to them to safeguard the assets of the company and to prevent and detect fraud and other
irregularities.



KPMG LLP

1 Sovereign Square
Sovereign Street
Leeds

LS14DA

United Kingdom

Indépendent auditor’s report to the members of Carbolite Gero Ltd

Opinion

We have audited the financial statements of Carbolite Gero Ltd (“the company™) for the year ended 31 December
2017 which comprise the Annual Report and Financial Statements and related notes, including the accounting
policies in note 1.

In our opinion the financial statements:

e give a true and fair view of the state of the company’s affairs as at 31 December 2017 and of its profit for the
year then ended;

e have been properly prepared in accordance with UK accounting standards, including FRS 102 The Financial
Reporting Standard applicable in the UK and Republic of Ireland, and

e 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) (“I1SAs (UK)™) and applicable
law. Our responsibilities are described below. We have fulfilled our ethical responsibilities under, and are
independent of the company in accordance with, UK ethical requirements including the FRC Ethical Standard. We
believe that the audit evidence we have obtained is a sufficient and appropriate basis for our opinion.

Going concern

We are required to report to you if we have concluded that the use of the going concern basis of accounting is
inappropriate or there is an undisclosed material uncertainty that may cast significant doubt over the use of that basis
for a period of at least twelve months from the date of approval of the financial statements. We have nothing to
report in these respects.

Strategic report and directors’ report

The directors are responsible for the strategic report and the directors’ report. Our opinion on the financial
statements does not cover those reports and we do not express an audit opinion thereon.

Our responsibility is to read the strategic report and the directors’ report and, in doing so, consider whether, based
on our financial statements audit work, the information therein is materially misstated or inconsistent with the
financial statements or our audit knowledge. Based solely on that work:

. we have not identified material misstatements in the strategic report and the directors’ report;

. in our opinion the information given in those reports for the financial year is consistent with the financial
statements; and

. in our opinion those reports have been prepared in accordance with the Companies Act 2006.

Matters on which we are required to report by exception
Under the Companies Act 2006 we are required to report to you if, in our opinion:

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

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

We have nothing to report in these respects.



Directors’ responsibilities

As explained more fully in their statement set out on pages 3 & 4, the directors are responsible for: the preparation
of the financial statements and for being satisfied that they give a true and fair view; such internal control as they
determine is necessary to enable the preparation of financial statements that are free from material misstatement,
whether due to fraud or error; assessing the company’s ability to continue as a going concern, disclosing, as
applicable, matters related to going concern; and using the going concern basis of accounting unless they either
intend to liquidate the company or to cease operations, or have no realistic alternative but to do so.

Auditor’s responsibilities

Our objectives 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 our opinion in-an auditor’s report. Reasonable
assurance is a high level of assurance, but does not guarantee that an audit conducted in accordance with ISAs (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 aggregate, they could reasonably be expected to influence the economic
decisions of users taken on the basis of the financial statements.

A fuller description of our responsibilities is providled on the FRC’s website at
www.frc.org.uk/auditorsresponsibilities. '

The purpose of our audit work and to whom we owe our responsibilities

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.

Matthew Wilcox (Senior Statutory Auditor) %
for and on behalf of KPMG LLP, Statutory Auditor

Chartered Accountants
1 Sovereign Square
Sovereign Street
Leeds
LS14DA

W ‘September 2018
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Profit and loss account and Other comprehensive income
Sfor the year ended 31 December 2017

Note 2017 2016

£ £
Turnover 2 14,340,453 13,587,091
Cost of sales (8,277,882) (7.904,549)
Gross profit ’ 6,062,571 5,682,542
Distribution costs (168,750) (151,910)
Administration costs (2,773,708) (2,687.669)
Other operating expenses (851,439) (779,084)
Operating profit 3 2,268,674 2,063,879
Interest payable and similar expenses 6 (25,959) (1,060)
Interest Receivable 7 10,127 -
Income from shares in group undertaking ) 16 1,164,753 92,982
Impairment of Investments 10 (836,943) -
Profit before taxation 2,580,652 2,155,801
Tax on profit 8 (453,696) (452,090)
Profit for the financial year 2,126,956 1,703,711
Total comprehensive income for the year 2,126,956 1,703,711

All of the activities of the company are classed as continuing,.

The company has no other comprehensive income other than the results for the year as set out above, and therefore
no separate statement of total comprehensive income has been presented.

The notes on pages 10 to 20 form an integral part of these financial statements.

Registered number 01371507 7
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Balance sheet

as at 31 December 2017
Notes 2017 2016
£ £
Fixed assets :
Tangible assets 9 675,652 762,027
Investments 10 3 836,946
075,655 1,598,973
Current assets
Stocks 11 1,397,285 1,286,220
Debtors 12 4,206,738 13,997,117
Cash at bank and in hand 3,543 1,153,998
5,607,566 16,437,335
Creditors: amounts falling due within one year 13 (3,235,800) (5,182,704)
Net current assets ' 2,371,766 11,254,631
Total assets less current liabilities 3,047,421 12,853,604
Provisions 14 (279,450) (306,850)
Net assets 2,767,971 12,546,754

Capital and reserves

Called up share capital 15 200,000 200,000
Profit and loss account ' 2,567,971 12,346,754
Shareholders’ funds 2,767,97] 12,546,754

These financial statements were approved by the board of directors on 10" September 2018 and were signed on its
behalf by:

Dr J Pankratz
Director

The notes on pages 10 to 20 form an integral part of these financial statements.

Registered number 01371507 8
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Statement of changes in equity
for the year'ended 31 December 2017

Called up  Profitand loss  Total equity

Share account
capital
£ £ £
Balance at 1 January 2016 200,000 10,643,043 10,843,043

T'otal comprehensive income for the period .
Profit for the year - 1,703,711 1,703,711

Other comprehensive income - - .

Total comprehensive income for the period - 1,703,711 1,703,711

Balance at 31 December 2016 200,000 12,346,754 12,546,754

Total comprehensive income for the period
Profit for the year - 2,126,956 2,126,956

Other comprehensive income - - -

Total comprehensive income for the period - 2,126,956 2,126,956
Dividend Paid - (11,905,739)  (11,905,739)
Balance at 31 December 2017 200,000 2,567,971 2,767,971

The notes on pages 10 to 20 form an integral part of these financial statements.

Registered number 01371507 9
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Notes

(forming part of the financial statements)

1 Accounting policies

Carbolite Gero Limited (the “Company™) is a company limited by shares and incorporated and domiciled in the UK.

These financial statements were prepared in accordance with Financial Reporting Standard 102 The Financial
Reporting Standard applicable in the UK and Republic of Ireland (“FRS 102”) as issued in August 2014. The
amendments to FRS102 issued in July 2015 have been applied. The presentation currency of these financial
statements is sterling.

The Company’s ultimate parent undertaking, Verder International BV includes the Company in its consolidated
financial statements. The consolidated financial statements of Verder International BV are available to the public
and may be obtained from their registered office as disclosed in Note 18. In these financial statements, the company
is considered to be a qualifying entity (for the purposes of this FRS) and has applied the exemptions available under
FRS 102 in respect of the following disclosures:

. Reconciliation of the number of shares outstanding from the beginning to end of the period;
¢  Cash Flow Statement and related notes; and
e  Key Management Personnel compensation.

As the consolidated financial statements of Verder International BV include the equivalent disclosures, the
Company has also taken the exemptions under FRS 102 available in respect of the following disclosures:

Certain disclosures required by FRS 102.26 Share Based Payments; and,

The disclosures required by FRS 102.11 Basic Financial Instruments and FRS 102.12 Other Financial
Instrument Issues in respect of financial instruments not falling within the fair value accounting rules of
Paragraph 36(4) of Schedule 1.

The Company proposes to continue to adopt the reduced disclosure framework of FRS 102 in its next financial
statements.

The accounting policies set out below have, unless otherwise stated, been applied consistently to all periods
presented in these financial statements.

Judgements made by the directors, in the application of these accounting policies that have significant effect on the
financial statements and estimates with a significant risk of material adjustment in the next year are discussed below.

The company is exempt under section 400 of the Companies Act 2006 from the requirement to prepare consolidated
financial statements as it and its subsidiary undertakings are wholly owned subsidiaries of Verder International B.V,
and included by full consolidation in the consolidated financial statements of Verder International B.V. which are
publicly available.

Measurement convention

The financial statements are prepared on the historical cost basis except that the following assets and liabilities are
stated at their fair value, trade debtors and trade creditors acquired in a foreign currency which are revalued at the
end of each account period.

Going concern

The company's forecasts and projections, taking account of possible changes in trading performance, show that the
company should be able to operate within the level of its current facility and achieve its projected targets. The
company is profit making, maintaining EBIT (Earnings Before Interest and Tax) margin of 15.8%, (2016: 15.2%),
net assets of £2.77m (2076:£712.55m) and is in a cash generating position.

During the year Verder International B.V. introduced a group wide cash pooling faci]ity. As part of this facility cash
balances are swept to nil at the end of each day, and a corresponding intercompany balance is created. This has led
.to a reduced cash balance, but a greater level of intercompany debtors.

The director has a reasonable expectation that the company has adequate resources to continue in operational
existence for the foreseeable future. Thus he continues to adopt the going concern basis of accounting in preparing
the annual financial statements.

Régislcrcd number 01371507 10
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Notes (continued)
1 Accounting policies (continued)
Foreign currency

Transactions in foreign currencies are translated to the Company’s functional currency at the foreign exchange rate
ruling at the date of the transaction. Monetary assets and liabilities denominated in foreign currencies at the balance
sheet date are retranslated to the functional currency at the foreign exchange rate ruling at that date. Non-monetary
assets and liabilities that are measured in terms of historical cost in a foreign currency are translated using the
exchange rate at the date of the transaction. Non-monetary assets and liabilities denominated in foreign currencies
that are stated at fair value are retranslated to the functional currency at foreign exchange rates ruling at the dates the
fair value was determined. Foreign exchange differences arising on translation are recognised in the profit and loss
account.

Classification of financial instruments issued by the Company

In accordance with FRS 102.22, financial instruments issued by the Company are treated as equity only to the extent
that they meet the following two conditions:

(a) they include no contractual obligations upon the company to deliver cash or other financial assets or to
exchange financial assets or financial liabilities with another party under conditions that are potentially unfavourable
to the company; and

(b) where the instrument will or may be settled in the company’s own equity instruments, it is either a non-
derivative that includes no obligation to deliver a variable number of the company’s own equity

instruments or is a derivative that will be settled by the company’s exchanging a fixed amount of cash or other
financial assets for a fixed number of its own equity instruments.

To the extent that this definition is not met, the proceeds of issue are classified as a financial liability. Where the
instrument so classified takes the legal form of the company’s own shares, the amounts presented in these financial
statements for called up share capital and share premium account exclude amounts in relation to those shares.

Basic financial instruments
Trade and other debtors / creditors

Trade and other debtors are recognised initially at transaction price less attributable transaction costs. Trade and
other creditors are recognised initially at transaction price plus attributable transaction costs. Subsequent to initial
recognition they are measured at amortised cost using the effective interest method, less any impairment losses in
the case of trade debtors. If the arrangement constitutes a financing transaction, for example if payment is deferred
beyond normal business terms, then it is measured at the present value of future payments discounted at a market
rate of instrument for a similar debt instrument.

Interest-bearing borrowings classified as basic financial instruments

Interest-bearing borrowings are recognised initially at the present value of future payments discounted at a market
rate of interest. Subsequent to initial recognition, interest-bearing borrowings are stated at amortised cost using the
effective interest method, less any impairment losses.

Cash and cash equivalents

Cash and cash equivalents comprise cash balances and call deposits. Bank overdrafts that are repayable on demand
and form an integral part of the Company’s cash management are included as a component of cash and cash
equivalents for the purpose only of the cash flow statement.

Registered number 01371507 11
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Notes (continued)

1 Accounting policies (continued)
Impairment excluding deferred tax assets
Financial assets (including trade and other debtors)

A financial asset not carried at fair value through profit or loss is assessed at each reporting date to determine
whether there is objective evidence that it is impaired. A financial asset is impaired if objective evidence indicates
that a loss event has occurred after the initial recognition of the asset, and that the loss event had a negative effect on
the estimated future cash flows of that asset that can be estimated reliably.

An impairment loss in respect of a financial asset measured at amortised cost is calculated as the difference between
its carrying amount and the present value of the estimated future cash flows discounted at the asset’s original
effective interest rate. For financial instruments measured at cost less impairment, impairment is calculated as the
difference between its carrying amount and the best estimate of the amount that the Company would receive for the
asset if it were to be sold at the reporting date. Interest on the impaired asset continues to be recognised through the
unwinding of the discount. Impairment losses are recognised in profit or loss. When a subsequent event causes the
amount of impairment loss to decrease, the decrease in impairment loss is reversed through profit or loss.

Tangible fixed assets
Tangible fixed assets are stated at cost less accumulated depreciation and accumulated impairment losses.

Where parts of an item of tangible fixed assets have different useful lives, they are accounted for as separate items
of tangible fixed assets, for example land is treated separately from buildings.

Leases in which the Company assumes substantially all the risks and rewards of ownership of the leased asset are
classified as finance leases. All other leases are classified as operating leases. Leased assets acquired by way of
finance lease are stated on initial recognition at an amount equal to the lower of their fair value and the present value
of the minimum lease payments at inception of the lease, including any incremental costs directly attributable to
negotiating and arranging the lease. At initial recognition a finance lease liability is recognised equal to the fair
value of the leased asset or, if lower, the present value of the minimum lease payments. The present value of the
minimum lease payments is calculated using the interest rate implicit in the lease.

The company assesses at each reporting date whether tangible fixed assets (including those leased under a finance
lease) are impaired.

Depreciation is charged to the profit and loss account on a straight-line basis over the estimated useful lives of each
part of an item of tangible fixed assets. Leased assets are depreciated over the shorter of the lease term and their
useful lives. Land is not depreciated. The estimated useful lives are as follows:

e  Freehold buildings  10-25 years
e Plant and equipment S years
e  Vehicles 4 years

Depreciation methods, useful lives and residual values are reviewed if there is an indication of a significant change
since last annual reporting date in the pattern by which the company expects to consume an asset’s future economic
benefits.

Stocks

Stocks are stated at the lower of cost and estimated selling price less costs to complete and sell. Cost is based on the
first-in first-out principle and includes expenditure incurred in acquiring the stocks, production or conversion costs
and other costs in bringing them to their existing location and condition. In the case of manufactured stocks and
work in progress, cost includes an appropriate share of overheads based on normal operating capacity.

Employee benefits

Defined contribution plans and other long term employee benefits

A defined contribution plan is a post-employment benefit plan under which the company pays fixed contributions
into a separate entity and will have no legal or constructive obligation to pay further amounts. Obligations for

contributions to defined contribution pension plans are recognised as an expense in the profit and loss account in the
periods during which services are rendered by employees

Registered number 01371507 12
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Notes (continued)
1 Accounting policies (continued)
Provisions

A provision is recognised in the balance sheet when the Company has a present legal or constructive obligation as a
result of a past event, that can be reliably measured and it is probable that an outflow of economic benefits will be
required to settle the obligation. Provisions are recognised at the best estimate of the amount required to settle the
obligation at the reporting date.

Where the Company enters into financial guarantee contracts to guarantee the indebtedness of other companies
within its group, the company treats the guarantee contract as a contingent liability until such time as it becomes
probable that the company will be required to make a payment under the guarantee.

Turnover

Revenue is measured at the fair value of the consideration received or receivable, excluding value added tax, from
the provision of goods and services to customers during the financial year. Revenue is recognised when the
significant risks and rewards of ownership are transferred, when there is no continuing managerial involvement,
where revenue can be measured reliably and it is probable that the benefits associated with the transaction will be
received by the company.

Expenses
Operating lease

Payments (excluding costs for services and insurance) made under operating leases are recognised in the profit and
loss account on a straight-line basis over the term of the lease unless the payments to the lessor are structured to
increase in line with expected general inflation; in which case the payments related to the structured increases are
recognised as incurred. Lease incentives received are recognised in profit and loss over the term of the lease as an
integral part of the total lease expense.

Interest receivable and Interest payable

Interest payable and similar charges include interest payable, finance charges on shares classified as liabilities and
finance leases recognised in profit or loss using the effective interest method, unwinding of the discount on
provisions, and net foreign exchange losses that are recognised in the profit and loss account (see foreign currency
accounting policy).

Other interest receivable and similar income include interest receivable on funds invested and net foreign exchange
gains.
Interest income and interest payable are recognised in profit or loss as they accrue, using the effective interest

method. Dividend income is recognised in the profit and loss account on the date the company’s right to receive
payments is established. Foreign currency gains and losses are reported on a net basis.

Registered number 01371507 13
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Notes (continued)
1 Accounting policies (continued)
Taxation

Tax on the profit or loss for the year comprises current and deferred tax. Tax is recognised in the profit and loss
account except to the extent that it relates to items recognised directly in equity or other comprehensive income, in
which case it is recognised directly in equity or other comprehensive income.

Current tax is the expected tax payable or receivable on the taxable income or loss for the year, using tax rates
enacted or substantively enacted at the balance sheet date, and any adjustment to tax payable in respect of previous
years.

Deferred tax is provided on timing differences which arise from the inclusion of income and expenses in tax
assessments in periods different from those in which they are recognised in the financial statements. The following
timing differences are not provided for: differences between accumulated depreciation and tax allowances for the
cost of a fixed asset if and when all conditions for retaining the tax allowances have been met; and differences
relating to investments in subsidiaries, to the extent that it is not probable that they will reverse in the foreseeable
future and the reporting entity is able to control the reversal of the timing difference. Deferred tax is not recognised
on permanent differences arising because certain types of income or expense are non-taxable or are disallowable for
tax or because certain tax charges or allowances are greater or smaller than the corresponding income or expense.

Deferred tax is measured at the tax rate that is expected to apply to the reversal of the related difference, using tax
rates enacted or substantively enacted at the balance sheet date. Deferred tax balances are not discounted.

Unrelieved tax losses and other deferred tax assets are recognised only to the extent that is it probable that they will
be recovered against the reversal of deferred tax liabilities or other future taxable profits.

Accounting estimates and judgements

Key sources of estimation uncertainty
Valuation of stock

The company is exposed to stock obsolescence caused through changing customer requirements and the risk of over
production. Provisions are recorded to reduce the value of stocks to their net realisable value as determined by
production forecasts.

Critical accounting judgements in applying the Company’s accounting policies
There are no other critical accounting judgements involved in application of the Company’s accountmg policies.

2 Turnover
The company operates in one class of business, that of the sale of furnaces and ovens.

The analysis of sales by geographical destination is set out below:

2017 2016

£ £

United Kingdom 5,711,959 6,144,105
Continental Europe 3,699,177 3,076,214
North America 1,481,079 1,113,743
Rest of World 3,448,238 3,253,029
14,340,453 - 13,587,091

All turnover originated in the United Kingdom except for £52k from our sister company in Neuhausen, Germany.
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Notes (continued)

3 Expenses and auditor’s remuneration

Operating profit is stated after charging the following items:

Depreciation of fixed assets
Hire of plant and machinery — operating leases
Hire of other assets — operating leases

Auditor’s remuneration:
Audit of these financial statements
Taxation services

4 Emoluments of directors

Carbolite Gero Limited

Annual report and financial statements
For the year ended 31 December 2017

2017 2016

£ £
259,676 286,538
27,710 2R 580
110,082 94,013
22,197 25,700
15,300 6,700

The director is also a director of other group companies for whom their primary duties are discharged. The
emoluments of the director are paid by Verder Scientific GmbH & Co KG and are disclosed in those financial
statements. These emoluments do not include a specific allocation for the Company, and no re-charge to the
Company is made. The value of services provided by the Director to the Company during the year is considered to

be wholly immaterial.

5 Staff numbers and costs

The average number of persons employed by the company including directors was:

Managcment
Clerical and related
Operatives

Employee costs including directors were:

Wages and salaries
Social security costs
Pension costs

6 Interest and Financing costs payable

Interest payable to HMRC
Financing Costs payable to group

Registered number 01371507

2017 2016
No. No.

13 13

83 54

75 "~ 70

141 137

2017 2016

£ £
4,417,487 3,937,060
452,132 380,168
288,670 270,387
5,158,289 4,587,615
2017 2016

£ £

(3,652) (1,060)
(22,307) -
(25,959) (1,060)
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Notes (continued)

7 Interest and Financing costs receivable
' 2017
£
Interest receivable inter group cash pooling 10,127
10,127
8 Taxation

Total tax expense recognised in the profit and loss account, other comprehensive income and equity:

2017
£
Current tax
Current tax on income for the year 236,719
Group relief payable 212,996
Adjustment in respect of previous periods 3,377
RDEC Payments previous period -
Total current tax 453,092
Deferred taxation
Origination and reversal of timing differences 2,355
Adjustments in respect of previous periods (1,751)
Effects of tax rate change -
Total deferred tax charge 604
Total tax on ordinary activities 453,696

Factors affecting the tax charge for the current period

2016

(42,758)

440,066

The differences between the total current tax shown above and the amount calculated by applying the standard rate

of UK corporation tax to the profit before tax are as follows:

2017
£
Profit on ordinary activities before taxation 2,580,652
Tax on profit at UK tax rate of 19.25% (2016: 20.00%) 496,688
Effects of
Expenses not deductible for tax purposes 167,687
Income not taxable (224,175)
Depreciation in excess of capital allowances 12,181
Exempt dividend income -
Group relief claimed (212,996)
Payment for group relief 212,996
Adjustments in respect of previous periods 3,377
Adjustments to deferred tax in respect of previous periods (1,751)
Deferred Tax adjustments to 19.25% average rate 311
RDEC payments prior periods -
Total tax charge included in profit and loss 453,696

Registered number 01371507

2016
- £

2,155,801

431,161

15,128
(98)
24,827
(18,596)
(448,037)
448,037
34,787
4,553
3,086
(42,758)

452.090
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Notes (continued)
Explanation of applicable tax rates
Reductions in the UK corporation tax rate to 19% (effective from 1 April 2017) and to 18% (effective 1 April 2020)

were substantively enacted on 26 October 2015. An additional reduction to 17% (effective from 1 April 2020) was
announced in the Budget on 16 March 2016. This will reduce the company's future current tax charge accordingly.

9 Tangible fixed assets

Freehold Plant,

land and machinery

buildings and vehicles Total

£ £ £

Cost
At 1 January 2017 753.892 2,406,035 3,159,927
Additions (2.900) 176,732 173,832
Disposals - (31,840) (31,840)
At 31 December 2017 750,992 2,550,927 3,301,919
Depreciation
At | January 2017 . 463,663 1,932,237 2,397,900
Provided during the year 56,839 202,837 259,676
Disposals - (31,309) (31,309)
At 31 December 2017 ) 522,502 2,103,765 2,626,267

Net book value

At 31 December 2017 228,490 447,162 675,652
At 31 December 2016 288,229 473,798 762,027
10 Investments
2017 2016

£ £
Cost and net book value at | January 836,946 836,946
Investiment impairment (836,943) -
Cost and net book value at 31 December 3 836,946

Group restructuring resulted in a reduction of the investments value, and impairments were made as follows:

Impairment Value

£
LIP (Equipment and Services) Ltd 93,000
Carbolite Ovens Ltd 743,943
The company’s interest in its subsidiary companies is as follows:
Country of Principal activity  Proportion of ordinary
incorporation shares held
LIP (Equipment and Services) Limited UK Non-trading - 100%
Carbolite Ovens Limited UK Non-trading 100%
Lenton Thermal Designs Limited UK Non-trading 100%

All subsidiaries registered at the address:
Parsons Lane, Hope, Hope Valley, Derbyshire, S33 6RB
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Notes (continued)

1 Stocks
2017 2016
£ £
Raw materials 1,000,969 933,317
Work in progress 316,787 250,812
Finished goods 79,529 102,091
1,397,285 1,286,220

Raw materials, and changes in finished goods and work in progress recognised as cost of sales in the year amounted to
£3,769,939 (2016: £3,655,146). The write-down of stocks to net realisable value amounted o £38,045 (2016: £12,143). The
reversal of write-downs amounted to £68 (2016: £5,474). The write-down and reversal are included in cost of sales.

Raw Materials and Changes in Finished goods and WIP 2017 2016
£ £
Standard material cost of goods sold 3,749,106 3,470,934
Stock movement (43,413) 46,664
Purchase Price & usage variances 64,246 137.547
3,769,939 3,655,146
Write-down of stocks 2017 2016
£ £
Raw materials provision 14,626 -
Work in progress provision 5,113 -
Finished goods provision - 2,483
Scrap 18.306 9.660
38,045 12,143
Reversal of write-downs 2017 2016
£ £
Raw materials provision - (2,125)
Work in progress provision . - (3,349)
Finished goods provision (68) -
(68) (5.474
12 Debtors

2017 2016

£ £
Trade debtors 1,207,663 1,380,860
Amounts owed by group undertakings 2,747,059 12,218,415
Prepayments and accrued income 181,574 159,049
Deferred tax asset 59,310 39,914
Corporation tax 11,132 178,879
4,206,738 13,997,117

The amounts owed by group undertakings in relation to trade are unsecured, repayable on demand and have no interest. Cash
pooling balances between the company and Verder International B.V are subject to 6% interest.
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Notes (continued)
Deferred tax

The deferred tax asset consists of the following amounts:

2017
£
Accelerated capital allowances 48,997
Short term timing differences 10,313
Short term timing differences 59,310
The movement in the deferred tax balance is given below:
Deferrcd tax assét at | January 2017
Charge to profit and loss account in the period
Deferred tax asset at 31 December 2017
13 Creditors
2017
£
Trade creditors 819,908
Amounts owed to related undertakings 214,992
‘Other taxation and social security . 239,595
Accruals and deferred income 1,407,405
Other creditors 337,616
Corporation tax — group relief 216,284
3,235,800

The amounts owed to group undertakings are unsecured, repayable on demand and have no interest.

14 Provisions for liabilities

At | January 2017

Movements in the period
Provided
Utilised

At 31 December 2017

2016

44,162
15,752

59,914

2017

o

59,914
(604)

59,310

2016
£

723,623
1,599,249
98.167
1,379,810
399,916
981,939

5,182,704

Warranty
provision
£

306,850

15,600
(43,000)

279,450

The warranty provision relates to expected warranty claims in respect of products sold with warranties in the last
two years. It is expected that the majority of this expenditure will be incurred in the next financial year and that all

will be incurred within two years of the balance sheet date.
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Notes (continued)

15 Share capital
2017 2016
£ £
Allotted called up and fully paid
200,000 ordinary shares of £1 each 200,000 200,000

The holders of ordinary shares are entitled to receive dividends as declared from time to time and are entitled to one
vote per share at meetings of the Company.

16 Dividends Received

The following dividend payments were received from dormant companies in order to facilitate their restructuring:

£

LIP (Equipment and Services) Ltd 171,857
Carbolite Ovens Ltd 992,896
1,164,753

17 Pension costs

Contributions .to the Scottish Widows pension plan for the period January to December were £281,632, (2016:
£277,224). At the year-end there was nil payable in respect of the pension arrangements (2016: £nil).

18 Financial commitments

At 31 December 2017, the company had commitments under non-cancellable operating leases as follows:

2017 2016
Land and Other Land and Other
buildings buildings
£ £ £ £
Payable within one year 35,000 107,738 35,000 104,555
Payable between two and five years 70,000 116,406 70,000 137,030
105,000 224,144 105,000 241,585

19 Contingent liabilities

During the current year the company guaranteed liabilities under various banking facilities. At 31 December 2017
the outstanding liabilities under these facilities amounted to £nil (20/6: £200,000).

20 Ultimate holding company

The parent company is Carbolite Holdings Limited, a company incorporated in the UK. The ultimate parent
undertaking and controlling party is Verder International B.V., a company registered in The Netherlands, which is
the parent undertaking of the smallest and largest group to consolidate these financial statements. The financial
statements of the company can be obtained from their registered office:

Utrechtseweg 4A

NL 3450 AA Vleuten
The Netherlands
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