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I

Avanos Medical UK Limited
(formerly known as Halyard Health UK Limited)

Strategic report
For the year ended 31 December 2018 : s

" The directors present their strategic report for the year ended 31 December 2018.
Principal activity and business review

The company's principal activily is the sale of medical device. Avanos comoany is focused on delivering clinically
superior breakthrough solutions in respiratory health, pain management and IV therapy.

_ The company is_a wholly owned subsidiary of Avanos Medical, lnc a company listed on the New York Stock
_Exchange ("NYSE") (ticker AVNS). . i . . .

" Turnover decreased by £1,869,241 from £20,213,488 in-the prior year- to £18,344,247 in the'current period due
to a competrtrve market. Despite the decrease in turnover, the company still made a healthy profit and the .

*companys profit and ‘loss reserve increased" to- £4 045 763 from £2,818,642 .in-"the previous penod The..

company's net assets mcreased by £1,227,121 in the current period. Thrs was marnly due to the rncrease in net'
current assets with cash increasing by £1,377,517 and credrtors decreasrng by £398 199. -

On 1 November 2017 Avanos Medial Inc, ("AVNS") the ultimate parent and controllmg party of Avanos Medical
UK Limited, annouriced a plan to sell its surgical and infection prevention ("S&IP") busmess to Owens & Minor,
Inc. ("OMI") The sale was completed on 30 Apnl 2018 {please see note 6).

For the UK affiliate the deal includes the transfer of S&IP customer contracts worth GBP 8.8 million and the
transfer of employment contracts of four sales representatives to an OMI affiliate: O&M Halyard UK Ltd.

The Group is working further on its transformation into a pure-play medical devices business after the
announcement of the disposal of the S&IP division. The sale of the S&IP business has been closed on 30 April
2018. Both parties have signed a Limited Distribution Agreement ("LRD") starting 1 May 2018 for the sale of
S&IP products in Europe -during a transition period in order for both partres to organrse themselves in their new
structure The agreement was terminated on 31 January 2019.

Avanos Medical UK Limited will continue to operate under the same AVNS distribution agreement that existed in
2018. .

Key performance indicators

Performance indicators are net sales and gross profit at annual standard costs.

2018 | 2017
. . : ___£'000 _£'000
Net Sales . ) ~18344..| 20,213
Gross Profit (GP). .~~~ ] © 6354 | 8,895
GP margin - _ : _ 35%  44%

Net sales represent net revenue with third party customers. Gross Profit is using 2018"standard cost of sales and’
standard distribution expense in both years. .

The gross margin has diminished from 44% in 2017 to 35% in 2018 due to sale of the S&IP busmess and
subsequent LRD agreement as from May 2018.

Future developments and post balance sheet events

Oon1 February 2019 the company changed its name from Halyard Health UK Limited to Avanos Medical UK
Limited.

The Limited Risk Distribution (LRD) agreement ended on 31 January 2019. The business will continue with the
sale of medical devices in 2019 and the outlook is further growth in this segment
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Avanos Medical UK Limited
(formerly known as Halyard Health UK Limited)

. Strategic report S
For the year ended 31 December 2018

Princlpal risks and uncertalntles

. We are subject to extensive government regulation, which may require us to incur significant expenses to
ensure comphance . .

*  We may incur product liability losses, litigation liability, product recalls, safety alerts or regulatory action
associated with our products which can be costly and disruptive for our business.

e+ Cost-containment efforts of our customers, heath care purchasing groups. “third party payers and-
governmental organisations could adversely affect our sales and profi tabullty .

CLe Our customers depend on lhlrd party coverage and relmbursements The fallure of heallhcare programs, .

" to provide coverage and. relmbursement or: reductlons m levels of relmbursement could have a matenal I

adverse effecl on' our busmess

. Currency exchange rate ﬂuctuatlons could have a matenal adverse effect on our busnness and results of
.operations. . .

. We.cannot'guarantee that any of our strategic acquisitions, investments or alliances will be successful.

_ e ' Breaches of our information technology systerns could have a material adverse effect on our business.
This report_was approvedbytheboardon =~ 30 . September 2019 and signed on its behaff.
N C Vanderoost
Director
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Avanos Medical UK Limited
(formerly known as Halyard Health UK Limited) 4

Directors’ report
For the year ended 31 December 2018 .

The directors preéent thew annual rcpon and the audited fi nanmal statements for the year- ended 31 December
2018,

Results and dividends

The profit for the year after taxation, amounted to £1,227,121 (2017: £1 ,035,949).

No dividends are. proposed in respect of the year ended 31 December 2018 (2017: £Nil).

Dlrectors 4

The directors who served during the fi nanmal year and up to the date of signing the financial statements were: '

J Allsop (appomted 10 -June 2019)
- T.Caspar (appointed 6 Apnl 2018 and re5|gned 10 June 2019)
. P.G Y Deschamps (reSIgned 6 April 2018) - -
N C Vanderoost (appointed 6 April 2018)
B Verreydt (re3|gned 6 April 2018) ’

: Quallfymg third party indemnity prowsmns

The company has put in place quallfylng third party indemnity provisions. for all of the directors of Avanos Medical
UK Limited.

' 'AFinancia.I risk management objectives and policies

-Credit risk ’
Credit risk is the risk of financial loss to the eompany if é customer or a counterparty to a financial instrument
fails to meet its contractual obligations. The company is mainly exposed to credit risk from credit sales. It is
company policy, implemented locally, to assess the credit risk of new customers. Such credit ratings are taken -
into account by local business practices. Each new customer is analysed individually for creditworthiness.

At a local level, a monthly review of the trade receivables' ageing analysis is undertaken and customers' credit is
reassessed periodically. Existing customers that become "high risk™ as a result of the periodic reassessment are
placed on a restricted customer list. _ ’

Credit risk also arises from cash and cash equivalents and depesits with banks and financial institutions. For
banks and financial institutions, only independently rated parties with minimum rating "A" are accepted.

A SIinf icant amount of cash is held wnh the followmg institutions:

. Rating at31 . Balance at 31 " Rating at 31 Balance at 31

December December = . December i - December
2018 2018 R 2017 2017
Citibank A 172,893 . A . 380,088
Bank Mendes Gans . - A ) 8135804 - A 6,551,092
' : ' —__ 8,308,697 ' 6,931,180
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Avanos Medical UK Limited
(formerly known as Halyard Health UK Limited)

Directors' report (continued)
For the year ended 31 December.2018

Financial risk management objectives and polictes (continued)

Liquidity risk

Liquidity risk arises from the company‘s management of Workirtg capital and the finance charges and principal
repayments on its debt instruments. It is the risk that the company will encounter diffi culty in meeting its financial
" obligations as they fall due.

'The Board receives cash flow prolectlons on a weekly basis as well as‘ information regardlng cash balances

Markef risk

" Market risk arises from the. companys ‘use of interest bearing, tradeable and foreign currency - fnancnal -

“instruments. it is the risk that the fair value or future €ash ﬂows of a fnancral mstrument will-fluctuate because of - .

- .changes in rnterest rates (lnterest rate risk), forelgn exchange rates. (currency risk) or- other market factors (other‘
price risk).

The official notification of wuthdrawal from the European Union on 29 March 2017 started the two-year timer on’
negotlatlng the UK's. exit, as well as the post Brexit relationship with Europe from March 2019 onwards.
European leaders have granted a six month extension for the UK to agree its exit terms until-31 October 2019,
The directors are continuing to consider and assess the impact on the company and are awamng further clarity
regarding exit terms and the wrder regulatory and legal lmphcatlons

Cash flow interest rate risk

During the year under review; the company has no debts where it is expased to interest risks. Therefore this risk
is, for this year, not applicable for Avanos Medical UK Limited.

Foreign exchange risk

Foreign exchange risk arises when individual company entities enter into transactions denominated in a currency

_other than their functional currency. The company's policy-is, where possible, to allow company entities to settle
liabilities denominated in their functional currency (Pound Sterling) with the cash generated from their own
operations in that currency. Where company entities have liabilities denominated in a currency other than their
functional currency (and have insufficient reserves of that currency to settle them) cash already denominated in.
that currency will be made available through the cash pool.

The company is predominantly exposed to currency risk on purchases within the Avanos Group, denominated in
Euro.and in US Dollar. A hedgmg plan has been set upona corporate level to minimise this currency exchange
risk. .

Going concern
' The directors have a reasonable expectation that-the combany has adequate' resotjrces to continue in
operational existence for the foreseeable future. Thus they contlnue to adopt the gomg concern basis in .

' preparlng the annual financial statements.

Further detarls regarding the adoption of the going concern basis can be found in the statement of accounting’
pO|ICleS in the financial statements. .

Future developments and post balance sheet events

Information on future developments and post-balance sheet events in the business of the company has been
included in the Strategic report on page 1.
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Avanos Medical UK Limited
{formerly known as Halyard Health UK Limited)

Dlrectors report (contmued) - oLk
For the year ended 31 December 2018 S o

" Directors’ responsibllities statement

The directors are responsible for preparing the strategic report the dlrectors repon and the audited ﬁnancral
statements i in accordance with applicable law and regulatlons

Company law requires the directors to prepare -audited financial statements for each financial year. Under that
law the directors have prepared the financial statements in accordance with United Kingdom Generally Accepted
"Accounting Practice (United Kingdom Accounting Standards comprising FRS 102 'The Financial Reporting
Standard applicable in the UK and Republic of Ireland, and applicable law). Under company law the directors
must not approve the financial statements unless they are satisfied that they 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 preparmg these aud|ted

oo i nancral statements the dlrectors are requrred to:

Ten select suatable accountlng polrcres and then apply them consrstentty
o make judgements and accounting estimates that are reasonable and prudent

. -state whether applrcable United Kingdom Accounting Standards, comprising FRS 102, .have been
followed, subject to any material departures disclosed and explained in the financial statements; and

. prepare the audited financial statements on the going concern basis unless it is lnapproprlate to presume
that the company will continue in business. .

The ‘directors—are responsibter for keeping adequate accounting records that are sufficient o show and explain

the company's transactions and disclose with reasonable accuracy at any time the financial position of the

company and to enable them to ensure that the audited fi nancral statements comply with the Companies Act

2006.

The directors 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 |rregular|t1es . ) . .

Disclosure of information to auditor

"_Each of the persons who are directors at the time when this directors' report is approved has eonﬁrmed.that:

»  so far as the director is aware, there IS no relevant audit information of which the company's auditor is
unaware, and :
. the director has taken all the steps that ought to have been taken as & director in order to be aware of any

relevant audit information and to establish that the cdmpany’s auditor is aware of that infonmation.

This confi rrnatlon is given and should be interpreted in accordance wrth the provrsxons of section 418 of the
Companies Act 20086: . .

. Independent auditor

The independent auditor, Deloitte LLP will be proposed for reappomtment in accordance wrth sectron 485 of the
Companres Act 2006. ’

This report was approved by the board on ‘(30 / Oq l 2019 and signed on its behalf.
N C Vanderoost i i
Director
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Avanos Medical UK Limited
(formerly known as Halyard Health UK Lirnited)

Independent auditor's report to the members of Avanos Medical UK
Limited '

_ Report on the audit of the financial statements
Opinion S
In our opinion the financial statements:

¢ . giveatrue and fair view of the state of the company's affairs as at 31 December 2018 and of its profit for
the year then ended;

. .have been properly prepared. in accordance with United Kingdom Generally Accepted Accounting
Practice including Financial Reportlng Standard 102 "The Financial Reportrng Standard applicable in the .
UK and Republlc of Ireland" and » .

T e o have been prepared m accordance wrth the requrrements of the Compames Act 2006

We have audited the ﬁnanc«al statements of Avanos Medlcal UK lelted (the company) which comprlse

e . the statement of compre_henslve income;

s the balance sheet; '

. the statement of changes in equit‘y;‘ and o ‘ E v )
. the related notes_ 110 25. o

The financial reporting framework that has been applied in their preparation is applicable law and United
Kingdom Accounting Standards, including Financial Reporting Standard 102 "The- Finaricial Reporting
Standard apphcable in the UK and Republic of Ireland" (United ngdom Generally Accepted Accounting
Practice).

Basis for opinion

_ We conducted our audlt 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

We are lndependent 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 responsnblhtles in accordance with these requirements. We believe that the audit ev1dence we have
obtained is sufficient and appropriate to provnde a basis for our opmlon . '

Conclusions relating to going concern
" We are reqmred by ISAs (UK) to report in respect of the following matters where:

T e the dlrectors use of the gomg concern basis of accountlng m the preparatlon of the ﬁnanc1a| statements )
’ is not appropriate; or - .. . .

o the directors have not disclosed in the-financial staternents any idéntified material uncertainties that may
cast significant doubt about the group and 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 financial stetements are

_authorised for issue.

We have nothing to report in respect of these matters.
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Avanos Medical UK Limited .
{formerly known as Halyard Health UK Limited)

Independent audltor s report to the members of Avanos Medlcal UK

- Limited (continued) '

Othcr information

The directors are responsible for the other information. The other information comprises the information included -
. in the annual report, other than the financial statements and our auditor's report thereon. Our opinion on the

financial statements does not cover the other information and, except to the extent otherwise explicitly stated in
our 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 - o

 work we have performed we conclude that there is a matenal mtsstatement of thls other |nformat|on we are -
. _.requrred to report that fact . . . ;

We have nothing to report in respect of these matters
Responsrbrlmes of directors

" As explained more fully in the directors’ responsibilities statement set out on page 5, the directors are

tesponsible for the preparation of the financial statements and for being satisfiéd 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 concemn and using the going .
concern basis of accounting unless the directors either |ntend to llqwdate the company or to cease operations, or

have no realistic alternative but to do so. .

Audltor s responsibilities for the audit of the fmanc:al statements

Our objectives are to obtain reasonable assurance about whether the fi nancnal statements as a whole are free .
from -material misstatement, whether due to fraud or error, and to issue an auditor's réport that includes our
opinion. Reasonable assurance is a high level of assurance, but is not a 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 the aggregate, they could reasohably 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: www.frc.org. uk/audltorsresponsmlltttes This description forms part of our
auditor's report.

Use of our report

This report is made solely to the companys members asa body, in accordance wuth Chapter 3 of Part 16 of the
.Companies Act 2006. Our audit work has been u_ndertaken 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.
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Avanos Medical UK Limited
(formerly known as Halyard Health UK Limited)

Independerit auditor's report to the members of Avanos Medrcal UK
lelted (contlnued) ‘ e

Report of other legal and regulatory framework -
Opinions on other matters prescrlbed by the Companies Act 2006
In our opinion, based on the work undertaken in the course of the audit:

» . 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

. the Slrateglc Reporl and the Directors' Report have’ been prepared in accordance with appllcable legal
' ,requwements

. In.the light of the knowledge and understandlng of the company and its. envrronmenl obtained in the cqurse of
" the audit, we have not ldentlfed -any material mlsstaments in the strateglc report or the dlrectors report B

Matters on whlch we are required to report by exceptlon

Under the Companies Act 2006 we are required to report in respect of the following matters if, in our opinion:

-e _ .adequate accounting. records have not been kept, or returns adequate for our audit heve not been _
received from branches not visited by us; or .
e thefinancial statements are not in agreement with the accounting records and returns; or
o certain dis(:loeures of directors' remuneration specified by law are not made; or ' o
K] ‘ ~ we have not received all the informetion and explanations we require for our audit.

We have nothing to report in respect of these matters.

pn ,L%/ |
Hannah Pop FCA (Senior Statutory Auditor) : .
for and on behalf of Deloitte LLP ‘ i
Statutory Auditor . - I

Crawley
United Kingdom

A' 30 Ss’(ﬁfmloe/
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Avanos Medical UK Limited
(formerly known as Halyard Health UK Limited)

Statement of comprehensive income
- For the year ended 31 December 2018 -

Turnover
Cost of sales .
Gross

- profit/(loss)

" Distrib’uﬁon

. costs -

Administrative
expenses
Other
operating
income
Operating
profit/{loss)

Profit on
disposal of
. operations

Income from
investments in
group
companies
Profit/(loss)
before
interest and
taxation

Finance
income (net)
. Profit/(loss)
before
taxation

. Tax on profit
" Profit/(loss)
for the

financial year-

Note

5

.Continuing

Discontinued

'Continuing Disbontihued operations operations
operations operations Total (as restated) (as restated) " Total
2018 2018 2018 2017 2017 .2017
£ B £ £ £
9,494,249 - 9,149,998 18,344,247 10635414 9,578,074 20,213,488
1{4,104,015) (7,886,138)- (11,990,153)  (4,670,027) (6,648,536) (11,318,563) .
- 5,090,234 1,263,860 . - 16,354,094 - ”5,965,387‘ 2,929,538 . 8,894,925 -

Co L (110,626)  (279,574)) "(300,200)  (119,363) ' (280,178)  (400,141)

14

11

.12

© (4,525,725) . (887,183) (5,412,908) (5,333,479) (2.205279) (7.538,758)
47,966 - 47,966 249,800 . 249,800
501,849 97,103 598,952 761,745 - 444081 1,205,826

- 856,301 856,301 - . )
) ] . 69,736 . 69,736

501,849 953404 1,455,253 831481 444,081 1,275,562
131,873 - 31,873 . 7,416 . 7.416°
533,722 - 953,404. 1,487,126 838,897 444,081 1,282,978
(79,826)  (180,179)  (260,005)  (169,219) . (77,810) . (247,029)
453896 773,225 1,227,121 669678 366271 1,035,949

The notes on pages 12 to 27 form part of these financial statements. '
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Avanos Medical UK Limited

(formerly known as Halyard Health UK Limited)
- ' ‘ - Registered number:09051011

Balance sheet

As at 31 December 2018
_ 2018 - 2017
. Note : £ £
Fixed assets ' : S ,
. Tangible assets ’ 13 8,873 ‘ 15,971
Fixed asset investments ' 14 ‘ - _ -
8873 T A
Current assets » T
. Stocks . . ... 15 " 18eBas. . . . 6457
. ¢ Debtors .- T 4600 3,584,399, T v 0o 4304477
" Cashat benkand inhand - T T 8,308,697 0 U7 6,931,180
_ 12,079.642 - 11242114
Creditors amounts fallmg due within one ' A
year . 17 (6,234,549) (6,632,748)
Net current assets - : . 5,845,093 : ‘ 4,609,366
‘Total assets less current liabilities - 5,853,966 o 4,625,337 ’
Provisions for liabilities : ' ;
Deferred tax 18 (1,608) : -
| - “(‘1'508), — .
Netassets , o 5,852,458 - .4,625337

. Capital and reserves ' .
Called-up share capital 19 . 1,318,498 . 1,318,498 -

Share premium account . . - » : . 488,197 488,197
Profit and loss account. : : . 4,045,763 Co 2 818 642
Total equity _ ‘ - . 5,862,458 4,625,337

The financial statements on pages 9 to 27 were approved and authorised for issue by the board of directors and
" were signed on its behalf on 'vo /og / © 2018, 4

N C Vanderoost
Director

The notes on pages 12 to 27 form part of these financial statements.

Page 10



Avanos Medical UK Limited

(formerly known as Halyard Health UK Limited)

Statement of changes in equity
As at 31 Decembir 2018

At 1 January 2017

Comprehensive income-for the year -
Profit for the financial year

At 31 December.42(,_)1>7‘,ana ,1,J§m-1ary 2018 - .

" Comprehensive income for the year.”

Profit for the financial year -

~ At 31 December 2018

The notes on pages 121027 4form part of these financial statements.

“Share :
premium ~ Profitand

46253372

Called-up o
share capital account loss account Total equity
£ g £ £.
2 1,318',498_ 488197 1,782,693 3,589,388
- - £ 1,035949 1,035,949
1,318,498 . . 488,197 2,818,642 .
| - - 221421 1222920
1,318,498 . 488,197 4045763 5,852,458
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Avanos Medical UK Limited

(formerly known as Halyard Health UK Limited)

Notes to the financial statements

For the year ended 31 Deceinber 2018

1.

. General Information

Avanos Medical UK Limtted ("the company") supplies clinical products, solutions and medical devices in
surgical solutions, respiratory heaith, digestive health, pain management and IV therapy..

The company is a private company limited by shares and is |ncorporated and domiciled in England, United
ngdom The address of the registered office is 25 Clarendon Road, Redhlll Surrey, RH11QZ.

Statement of compliance.

The individual financial statements of Avanos Medical UK Limited have been prepared in compli'anee with
United Kingdom. Accounting Standards, including Financial Reporting Standard .102, "The ‘Financial

_ Reporting Standard apphcable |n the Umted Klngdom and the Repubhc of Ireland" ("FRS 102") and the. _
'_Compames Act 2008 : o . D . o

- “The proﬁt for the year after taxatlon amounted to £1,227, 121 (2017 £1, 035 949)

' Summary of stgnlflcant accountlng polrmes

The principal accountmg policies applled in’ the preparatlon of these financial statements are set out
below. These policies have been conmstently applied to all the years presented, unless otherwrse stated

341 Basns of preparatlon of financial statements

The financial statements have been prepared on a going concern baS|s under the htstoncal cost
} conventlon '

The company's business activities, together with the factors likely to affect its future development,
performance and position are set out in the strategic report. The directors' report further describes -
the financial position of the company; its cash flows, liquidity position and'borrowing facilities; the
company's objectives, policies and processes for managing its capital; its financial risk management
objectives; details of its financial instruments and hedging. activities; and its exposure to credit risk
and liquidity risk. The company meets its day to day working capital requirements through an
‘overdraft facility which is set for an indefinite term (recoverable at any time). The current economic
conditions create uncertainty particularly over (a) the level of demand for the company's products; (b) .
the exchange rate between the UK Pound and the US Dollar and thus the consequence for the cost
of the company’s raw. matenals and (c) the availability of bank finance in the foreseeable future.

The preparation of financial statements in conformity with FRS 102 requires the use of certain critical
accounting estimates. It also requires management to exercise judgement in the process of applying
the company's accounting policies. The areas involving a higher degree of judgement or complexity,
or areas where assumptions and estlmates are significant to the financial statements are disclosed in
note 4 .
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Avanos Medical UK Limited
(formerly known as Halyard Health UK Limited)

Notes to the financial statements

3.

. 3.3

Farthe year enced 31 December 2018 - '

Summary of sngnlfrcant accounting policies (continued)

© 3.2

24

3.5

Going concern

The company's forecasts and projections, taking account of reasonably possible changes in trading
performance, show that the company should have access to sufficient funds to carry out its ordinary
commercial activities. The company is a wholly owned subsidiary of a listed entity who have
committed to provide financial support should it be necessary. The company is part of a cashpool
without end date to facilitate the access to cash if needed.

_ The directors have a reasonable expectatlon that the company has adequate resources to continue -

in operational éxistence for the foreseeable future: Thus they continue to adopt the gonng concern

".'baSlS of accountmg in preparmg the annual r nancial statements

Consolldatlon B

. The fi nanmal statements contain information about Avanos Medical UK lelted as an lndnwdual

company and do not contain consolidated information as the parent of a group, as the company has -
taken advantage of the exemptlon available under section 400 of the Companles Act 2006 '

Exemptions for qualifying entities under FRS 102
FRS 102 allows'a qualifying entity cer‘(ain disclosure exemptions. These exemptions are:.

. the requirement to prepare a statement of cash row
certain financial instrument disclosures;
- certain share based payments disclosures; and
the non disclosure of key management personnel compensatlon

e o6 & o

The company_nés taken advantage of these exemptions on the basis that it is a qualifying entity and
its ultimate parent company, Avanos Medical, Inc., includes the company's resuits in the equivalent
disclosures in its own consolidated financial statements.

Turnover

“Turnover from.the sale of goods is recognised when the company has transferred the significant risks

and rewards of ownership to the buyer and it is probable that the company will receive the previously
agreed upon payment. These criteria are considered to be met when the goods are delivered to the
buyer. Where the buyer has a right of return, the company defers recognltlon of revenue until the
right to return has lapsed. .
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Avanos Medical UK Limited
(formerly known as Halyard Health UK Limited)

" Notes to the financial s'tatements

For the year ended 31 Dec2imber 2018

3.

Summary of significant aécounting policies (continued)

3.6

“Tangible fixed assets

Tangible fixed assets under the cost model are stated at historical cost less accumulated
depreciation and ‘any accumulated impairment losses. Historical cost includes expenditure that is
directly attributable to bringing the asset to the location and condition necessary for it to be capable of
operating in the manner intended by management.

" Depreciation is charged so as to allocate the cost of assets less their residual value over their

esumated useful ||ves usmg lhe straught-llne method

: Deprec:ahon is provnded on the followmg baSIS

Sales equipment - ' - 3years

‘The assets" residual values, usefuIAllves and depreciation methods are reviewed; and adjusted

3.7

"prospectively if appropnate or if there is an indication ofa S|gmf cant change since, the last reporting

date.

Gains and losses on d|sposals are determlned by comparing the proceeds with the carrying amount

~ and are recognised in the profit and loss account.

Impairment of non-financial assets

" At each balance sheet date non-financial assets not carried forward at>fair value are assessed to
_ determine whether there is an indication that the asset may be impaired. If there is such an indication

the recoverable amount of the asset is compared to the carrying'amount of the asset.

The recoverable amount of the_asset is the higher of the fair value Iess costs to sell and value in use.
Value in use is defined as the present value of future cash flows before interest and tax obtainable as
a result of the asset's continued use. Thesé cash flows are discounted using pre-tax discount rate
that represents the current market risk-free rate and the risks inherent in the asset.

If the recoverable amount of the asset is estimated to be lower than the carrying amount, the carrying
amount is reduced to its recoverable amount. An impairment loss is recognised in the profit and loss
account, unfess the asset has been revalued when the amount is recognised in other comprehensive
income to the extent of any previously recognised revaluation. Thereafter any excess is recognised in
profi tor loss. :

If an impairment loss is subsequently reversed, the carrying amount of the asset is lncreased to the

-* revised estimate of its recoverable amount, but only to the extent that the revised carrying*amount -

38

. does not exceed the carrying amount that would have been determined (net of depreciation or

amortlsatlon) had no impairment loss been recognised in prior periods. A reversal of an |mpa|rment
loss is recognised in'the profit and loss account

Fixed asset investments

Investment in a subsidiafy_c’ompany is held at cost less accumulated impairment.
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Avanos Medical UK Limited
(formerly known as Halyard Health UK Limited)

Notes to the fmancnal statements

: E‘or the year ended 31 December 2018 B ¥ Lo
3. Summary of significant aqcountmg pollcms (continued) ‘

3.9 Stock

Stock is stated at the lower of cost and net realisable value, being the estimated selling price less
costs to complete and sell. Cost is based on the cost of purchase on a first in, first out (‘FIFO') or
welghted-average cost basis.

At each balance sheet dale stock is assessed for impairment. 'If 'stock is impaired, the carrymg
amount is reduced to its selling price less costs to complete and sell. The lmparrment loss is
’ recogmsed |mmed|ately in proﬂt or loss. . . L .

| 3 10 Cash and cash equlvalents

Cash and’cash equuvalents mcludes deposnts held with banks and bank overdrafts

| ‘Bank overdrafts are shown _wnthqn,current liabilities. .

3.1 .hor’eign currency trans'latio.n_
- (i) Fuhctional and presentation ¢urrency

ltems included in the financial state.rnehts are measured using the currency of the primary ebondhnic
environment in which the company operates (‘the functional currency'). The financial statements are
presented in 'sterling', which is the company's functional and presentation currency. -

’ (if) Transactions ahd balances o | |

Foreign 'currency,trarisactions are translated into the company's {unctidnal‘édrrency using the
exchange rates prevailing at the dates of the transactions. ,

At each period end foreign currency monetary items are translated using the closing rate. Non-
monetary items measured at historical cost are translated using the exchange rate at the date of the
transaction and non-monetary items measured at fair value are measured using the exchange rate
when fair value was determined.

Foreign exchange gains and losses .resulting from the seltlement of transactions and from the
translation at year-end exchange rates of monetary assets and liabilities denominated in foreign
currencies are recogmsed in the statement of comprehensnve income.

Foreign exchange gains and losses that relate to borrowings and cash and cash equwalents are

. presented in the statement of comprehensnve income. within. 'finance income: or costs’. All other
foreign exchange gains and losses are: presented in the statement of comprehenswe income within
‘administrative expenses'. . :

3.12 Fmancnal instruments

The company has chosen to adopt Sechons 11 and 12 of FRS 102 |n respect of financial
instruments. :

(@ Fihanciai assets

Basic financial assets, including trade and other receivables, amounts owed by group undertakings
- and cash and bank balances are initially recognised at transaction price, 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.
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Avanos-MedicaI UK Limited '

' (formerly known as Halyard Health UK Limited)

Notes to the financial statements |
For the year ended 31 December 2018 -

3.

Summary of significant accounting policies (continued)

3.12 Financial instruments (continued)

Such assets are subsequently carried at amortised cost using the effective interest method.

At the end of each reporting period financial assets measured at amortised cost are assessed for

objective evidence of impairment. 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 |mpa|rment loss is recognlsed in the statement of
comprehenswe income. -~ - . .

lf there is a decrease in the rmparrment Ioss ansmg from: an event occurrmg after the |mpa|rment was’
recogmsed the impairment is revérsed. 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 the statement of comprehensive income.

Financial assets are derecognised when (a) the contractual rights to the cash flows from the asset
expire or are settled, or (b) substantially all the risks and rewards of .the ownership of the asset are
transferred to-another party or (c) control of the asset has been transferred to another pany who has
the practical ability to unilaterally sell the asset to an unrelated third party without |mposmg addmonal
restnctrons

(ii) Fmanmal liabilities

Basic financial liabilities, including trade and other payables and amounts owed to group
undertakings, 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

réceipts discounted at a market rate of interest. °

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

" Trade payables are obligations to pay for goods and 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 non-current liabiiities. Trade payables are
recognised initially at transaction price and subsequently measured at amortised cost using the

: effectlve interest method

Financial liabilities are derecognised when the liability is extrngurshed that is when the contractual
obligation is dlscharged cancelled or expires.

: (ur) Offsettlng

Financial assets and liabllities are offset and the net amounts presented in the t' nanclal statements
when there is an 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 settie to liability simultaneously.

3.13 Dividend -

Equity dividends are recognised when they become legally payable. Interim equity dividends are
recognised when paid. Final equity dividends are recognised when approved by the shareholders at
an-annual general meeting. Dividends on shares recognised as liabilities are recognised as expenses
and classified within mterest payable -
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Avanos Medical UK Limited
(formerly known as Halyard Health UK Limited)

Notes to the financi_al statements

3.

= For the year ended 31 December 2018

Summary of significant accounting policies {continued)

3.14 Current and deferred taxation

The tax expense for the year comprises current tax. Tax is recognised in profit or loss, except that a
change attributable to an item of income or expense recognised as other comprehensive income or
to an item recognlsed directly in equity is also recognlsed in other comprehensive income or dlrectly
m equity respectlvely

Current tax including UK corporation tax and foreign tax is provided for at amounts expected to be
paid (or recovered) usmg the tax rates and Iaws that have ‘been enacted or substantlvely enacted by -

 the balance sheet date

"Deferred balances are. recogmsed in respect of all tlmlng dlfferences that have orlglnated but not .

reversed by the balance sheet date, except;

The recognition of deferred tax assets is limited to the extent that it is probable that they will be

Any deferred tax balances are reversed if and when all conditions for retalnmg associated tax
allowances have been met. .

Deferred tax balances are not recognised in respect of permanent differences except in respect of
business combinations, when deferred tax is recognised on the differences between the fair values of

. assets acquired and the future tax deductions available for them and the differences between the fair

values of liabilities acquired and the amount that will be assessed for tax.

Deferred income tax is determined using tax rates and laws that have: been enacted or substantlvely .
enacted by the repomng date.

3.15 Equity-settied share-based payments

Where the company participates in a share based payment arrangement established by a group
company, the company takes advantage of the alternative treatment allowed under Section 26 of
FRS 102. The company recognises the share based payment expense based on a reasonable
allocation of the parent company's total expense. The company has calculated its allocation of the
parent company's total expense based on the group charge for partncnpatmg UK employees m the
company.

Where share options are awarded to employees, the fair value of the options at the date of grant is
charged to the profit or loss over the vesting period. The fair value of stock option awards is

. determined using a Black Scholes option pricing mode! utilising a range of assumptions related to
_ volatility, risk free interest rate, expected term and dividends yiéld. Non market vesting conditions are

taken into account by adjusting the number of equity instruments expected to vest at each balance
sheet date so that, ultimately, the cumulative amount recognised over the vesting period is based on
the number of options that eventually vest. Market vesting conditions are factored into the fair value

" of the options granted. The cumulative expense is not adjusted for failure to achieve a ‘market vesting

condition.

The fair value of the award also takes into account non vesting conditions. These are either factors
beyond the control of either party (such as a target based on an index) or factors which are within the

" control of one or other of the parties (such as the company keeping the scheme open or the

employee maintaining any contributions reqmred by the scheme). Where the terms and conditions of
options are madified before they vest, the increase in the fair value of the options, measured
immediately before and after the modification, is also charged to profit or loss over the remaining
vesting perlod Where equity instruments are granted to persons other than emplovees the profit and
loss account is charged with the fair value of goods and services received.
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Avanos Medical UK Limited

(formerly known as Halyard Health UK Limited) -

Notes to the fmanclal statements

3.

" For the year ended 31 Giacember 2018 - o ‘

Summary of sngmflcant accounting policies (continued)
3.16 Employee henefits
(|) Holiday pay accrual
A liability is recognised to the extent of any unused holiday pay entitlement which has accrued at the
‘balance sheet date and carried forward to future pericds. This is measured at the undlscounted
salary cost of the future holiday entltlement so accrued at the balance sheet date. :
(i) Def ned contnbutlon pension plan
’The company operates a'defined contribution-plan for lts employees A det’ ned. contnbutlon planis a
-pension plan under which-the: company pays fi xed_contribution$ inte & separate entity. Once the
c¢ontributions have been paid the company has no further payment obligations. .
The contributions are recognised as an expense when they are due. Amounts not paid are shown in
“ acciuals in the balance sheet. The assets of the plan are held separately from the company in
independently administered funds. . L.

3.17 Operating leases

Rentals paid under operatlng leases are charged to the profi t or loss on a straight line basis over the
period of the lease. .

3.18 Share capital

Ordinary shares are classified as equity. Incremental costs directly attributable to the issue of new
- ordinary shares or options are shown in equity as a deductnon net of tax, from the proceeds. '

3 19 Related party transactions .

The company discloses transactions with related parties which are not wholly owned with the same
group. It does not disclose transactions with members of the same group that are wholly owned.

’ Critical accounting judgements and estimation uncertamty

Estimates” and judgements are continually evaluated and are based on hlstoncal experience and other
factars, mc!udmg expectatrons of future events that are belleved to be reasonable under the

cwcumstances

There are no cntlcat )udgements nor key sources of esttmatlon uncertamty at the balance sheet date that

" have a significant risk of causing a material adjustment to the carrying amount of assets and liabilities.

within the next financial year.
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Avanos Medical UK Limited
(formerly known as Halyard Heaith UK Limited)

Notes to the finéncial stétements‘ -
.. Forithe year endegi 31 December 2018
5. Analysis of turnover | ‘

Ahalysis of turnover by category:

2018 2017
) 4 A £ £
‘Surgical and lnfectlon preventlon : . o 9,149,998 9,578,074
Medical devices o 9,194,249 . 10,635,414

18,344,247 20,213,488

~' Anélyé'ig: éf,turfh'oﬁl'er' i_)y Cd}]htﬁy '6f:d€éfinatidn: -

.2018 2017 -

e o £ £
“United Kingdom . . 18,344,247 20,213,488

6.  Discontinued operations

On 30 April 201 8 the company dispbséd of its Surgical and Infection Prevention ("S&IP") business..The
company transferred its S&IP customer contracts worth GBP.8.8 million and employment contracts of four .
sales representatives to an OM| affiliate: O&M Halyard UK Ltd. : ’

'Dunng the year the s&lp busmess contnbuted post-tax profnts of £773,225 (2017: £366,271). The profit on
disposal of £856 301 was recogmsed in the statement of comprehensive income, .

7. Other operating income_

2018 - 2017
. £ £
Other operating income . } : 47,966 - 249,800
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Avanos Medical UK Limited
(formerly known as Halyard Health UK Limited)

Notes to the financial statements
For the year ended 31 December 2018

8. Profit before taxation

‘Profit before taxation is stated after charging:

2018 2017

. . , £ £
Depreciation of tangible fixed assets (note 13) ' ' 7,098 5,324
Impairment of investments (note 14) . : - 100
Profit on disposal of operations (note 6) ' : " (856,301) -
Fees payable to the company's auditor and nts associates for the audn of : i '
the company's annual accounts ~ ~ . - - 54,722 38,586
. "Exchangedifferences © . . ... . o .o U0 (35976) 1 -74,140
" - Share-based payments {note 20) s e T 218 e AT
Defi ined contribution pension cost (note 21) : 77,071 43,075
Operating lease charges : ' 12,237 15,532 .
9. Employees
Sfaff costs were as follows:
2018 2017
. . , £ £
Wages and salaries ’ _ 1,512,883 . 1,158,129
Social security costs -+ - : S " ) 154,306 *143,058

Cost of defined contribution scheme (note 21) o 77,071 43,075
- 1,744,260 1,344,262

The éverage monthly number df-employees, including the directors, during the year was as follows:

2018 2017

: . : £ £
Sales ' .20 14

10. Directors' remuneration

During the year, the directors were remunerated for their services to the group as a whole, which are
disclosed in the financial statements of other group companies. The directors do not consider it practical
to apportion remuneration based on the services performed for individual undertakings within the group.

'Durlng the year retlrement benefits were accruing to no dlrectors (2017 none) in respect of defined
contribution pension schemes

Dur|ng the year no._dlreclors (2017: none) received shares under long term incentive schemes.
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Avanos Medical UK Limited
(formerly known as Halyard Health UK Limited) ,

Notes to the financial statements -

1.

-2

‘For the year ended 31 December 2018

Finance income (net)

Interest receivable .
Interest payable on bank loans and overdrafts

Taxation . - A

Corporation tax

Current tax on profits for the year
Adjustments in respect of previous periods

Total current tax

Deferred tax’

" Origination and reversal of timing differences

Adjustment in respect of previous periods
Effect of changes in tax rates '

Total deferred tax

Taxation on Aprofit

Page 21

2018 2017

£ £

| 33,850 8,084
- (1.877) (668)
31,873 7.416 .
2018 2017
g S
280,138 250,147
(23,561) (4.519)
256,577 245 628
3,831 (2,514)
. - 3,656
(403) 259
3428° 1,401

| 260,005 247,029,




Avanos Medical UK Limited

{formerly known as Halyard Health UK Limited)

Notes to the financial statements

12,

- For the year ended 31 December 2018

Taxation (continued)

Factors affecting tax charge for the year

The tax assessed for the year is the same as (2017: Higher) than the standard rate of corporation tax in
the UK of 19%.(2017: 19.25%). The differences are explained below:

2018 - = 2017

£ £

F‘Srbﬁ't'befor‘e tax _' : S 1481426 C 1,282,078

Proft multlplned by standard rate of corporatlon tax in the UK. of19% R T T

(2017: 18.25%) . . ) - 282,554 © 246,929
Effects of: ' ' . :

' Tax rate changes : ‘ ' Y (403) . 259
Expenses not deductible . . ) , 1,415. 14,126
Adjustments in respect of previous periods . (23,561). (863)
Nori-taxable income . A o I (13, 422)
Total tax charge for the year S B 260,005 247,029

-Factors that may affect future tax charges

Changes to the UK corporation tax rates were substantlvely enacted as part of the Finance Bill 2016 (on 7 .

.September 2016). These include reductions to the main rate to reduce the rate to 17% from 1 April 2020.

Deferred taxes at the balance sheet date have been measured using these enacted tax rates and

- reflected in these financial statements.
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‘Avanos Medical UK Limited |
(formerly known as Halyard Health UK Limited)

Notes to the financial statements
For the vear ended 31 December 2018

13. . Tangible assets
Sales
equipment
Cost
At 1 January 2018 / 31 December 2018 o 21,295
Depreciation .
_At1January 2018 : 5324 .
 Charge for the year - .. 7,008
" At31 December 2018 12423
A Net book value
At 31 December.2018 8,873
At 31 December 2017 15,971
14. Fixed asset investments
Investments .
’ in
subsidiary
companies
£
Cost - . :
At 1 January 2018 .100
Disposal (100)
At 31 December 2018 -
Impairment A» -
" A1 January 2018- 100
Disposal . (100)

At 31 December 2018

Net book value .

At 31 December 2018

At 31 December 2017
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Avanos Medical UK Limited
(formerly known as Halyard. Health UK Limited)

Notes to the financial statements
For the year ended 31 December 2018

14.

T

16.

Fixed asset investments {continued)

SubS|d|ary undertakmgs

The following were subsidiary undertakmgs of the Company

_ Class of ' . Registered
Name shares . Holding - office
CORPAK Medsystems UK Ordinary 100 % 20 - 22 Bedford Row, London,
Limited ' . o WC1R 4JS .

- On 14 November 2018 the subsidiary undertaking CORPAK Méd'sys_{ems UK Limited w_as dissolved.

Stocks

2018 2017
. ‘ Y
Finished godds and goods for resale o . 186,546 6,457

There is no significant difference between the replacement cost of finished goods and goods for. resale~

and their carrymg ‘amounts.

Debtors
2018 2017
Trade debtors R S R | 3,348,302 3,808,521
_Amounts owed by group undertakings = . _ . 227,871 490,122
Prepayments and accrued income 8,226 ‘3,914

‘ ‘Deferred taxation (note 18) : . - 1920

3,584,399 4,304.477

Amounts owed by group undertakings are unsecured, interest free and repayable on demand.
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“Avanos Medical UK Limited
(formerly known as Halyard Health UK Limited)

Notes to the financial statements
For the year ended 31 December 2018

17.  Creditors: amounts falling due within one year “

Trade creditdrs

Amounts owed to group undertakings
Corporation tax

Other taxation and social security
Accruals

2018 2017

£ £

757,937 218,552
3,878,602 4,548,957
129,138 - 165,742
608,201 660,174
860,671 1,039,323

6,234,549 6,632,748

T ,_'\ F ' 2

" Améunts owed to gioup undertakings are unsecured; interest free and repayable 6n'd-e'm.andf: s

18. Deferred taxation '

At 31 December2017
" Charged to profit or loss

At 31 December 2018
The deferred taxation balance is made up as follows:
Accelerated capital allowances

19. - Share capital

‘Shares classified as equity

" Allotted, called-up and fully paid _
. 131,849,745 (2017: 131,849,745) Ordinary shares of £0.01 each
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£

1,920

(3,428)

(1,508)

2018 2017
R
(1,508) 1,920
2018 2017
. £ . .

£ .

1,318,498 1,318,498




Avanos Medical UK Limited ,
(formerly known as Halyard Health UK Limited)

Notes to the financial statements
For the year ended 31 Dec‘ember 2018

20.

21.

22,

23,

‘Equity-settled share-based payments

The Avanos Medical, Inc. Equity Partrclpatron Plan and the Avanos Medical, Inc. Outside Urrectors
Compensation Plan (together, the "Plans") providé for awards of stock apprecratron rights, restricted
stock (and in certain limited cases, unrestricted stock), restricted stock units, performance units and cash
awards to eligible employees (including officers who are employees), directors, advisors and consultants
of Avanos Medical, Inc and its subsrdlanes

The company operates a stock option plan for selected employees. Options-are granted in respect of

* shares of the parent company, Avanos Medical, Inc., and are exercisable at a price equal to the average
market pnce of the parent company‘s shares at the date of grant '

The farr value of stock optron awards are determlned usrng a Black Scholes optron pncmg model utrlrsrng

o a range of assumptaons related to volatlhty, risk free mterest rate expected term and drvrdends yretd

The optrons are settled in the equity of the parent company once. exercrsed The optrons outstandrng at

the end of the year have a weighted average remaining contractual life of 0.7 years (2017 -1.2 years). ‘No
options were exercrsed during the year.

The company also operates a restricted stock unit ("RSU") scheme. Shares are granted at'an exercise
price of ENil (2017: £Nil) and with a range of vestrng dates.

Expense of £1,218 (2017: £4,171) was recogmsed directly in the income statement within admlnrstratrve '
expenses.

‘Pension commitments

A defined pension contribution- scheme is operated by the company on behalf of the employees. The
assets of the scheme are held separately from those of the company in an independently: administered
fund. The pension charge represents contributions payable by the company to the fund and amounted to .
£77,071 (2017: £43,075). This amount is recognised in the profit and loss account as an expense. There
were no contributions owing at the year end.

Commitments under operating leases

At 31 December the company had future minimum lease payments under non-cancellable operatlng .
leases as foIIows

2018 2017

£ £
Not Iaterthan1year S S : :" T - 6,708 o .9,51%
Later than 1 year and not later than 5 years - ‘ . - 7,376
Total B . 6,706 16,887

Related party transactions

AThe company has taken the exemption conferred by FRS 102 not to disclose transactions with Avanos

Medical, Inc. or other wholly owned subsrdrarres within the group.

Yy
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Avanos Medical UK Limited
(formerly known as Halyard Health UK Limited)

24,

-25.

Notes to the financial statements .
- For the year ended 31 December 2018 -

Controllmg party

The company is a wholly owned subsidiary of Avent Inc., a company inaorporated in the State of Arizona, ’

. United States of America whose registered office is 5405 Windward Parkway, county of Alpharetta, in the

state of Georgia, United States of America. Avanos Medical Inc. is the ultlmate parent company and
ultimate controlling parly

The smallest and Iargest-group in w.hich the results .of the company are consolidated is that headed by
Avanos Medical Inc. whase registered office is 1209 Orange Street, Wilmington, county of New Castle, in
the state of Delaware, United States of America. The consalidated financial statements of the Avanos

Group are avallable to the pUblIC and may be obtamed from the company‘s websne at www.avanos.com.

_1Post balance sheet events .

: On 1 February 201 9 the company changed its name from Halyard Health UK lelted to Avanos Medlcal

UK Limited.

The Limited' Risk Distribution (LRD) agreement e'nded on 31 Jahuary 2019. The business will continue
with the sale.of medical devices in 2019 and the outlook is further growth in this segment.
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