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THERAKOS (UK) LIMITED

STRATEGIC REPORT
FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2017

The directors present their strategic report and financlal statements for the year ended 31 December 2017.
PRINCIPAL ACTIVITIES AND REVIEW OF THE BUSINESS .

The principal activity of the company Is to provide services for the business of marketing, distributing and
selling photopheresis systems (the products) for use by professional health care providers in connection with
the treatment of immune based diseases.

The parent company, Therakos Inc., which is based in Bedminster, New Jersey, is a global leader in advanced
technologies for extracorporeal photopheresis. Therakos' photopheresis systems are the only integrated
systems for extracorporeal photopheresis, a leukapheresis-based Immunomodulatory therapy that has been
approved by the FDA for the palliative treatment of the skin manifestations of cutaneous T-cell lymphoma
("CTCL"). The systems are also approved as a therapy in Europe for such Indications as acute and chronic
graft versus host disease, solid organ transplant, CTCL.and a variety of other tmmunological diseases.
Therakos' unique system has a demonstrated track record of efficacy and safety and has been used globally
for more than 25 years. On 25 September 2015 the Therakos Inc. business was acquired by Mallinckrodt
Pharmaceuticals PLC, a business incorporated in Ireland and listed in the USA.

The European and Export business ("EUE"), which is conducted through Therakos (UK) grew by 14.2% in
2017 (2016: 22.1% growth). We are anticipating growth in 2018 and beyond, as our dinical and marketing
initiatives contnue to drive consumption of our products (new disease states and treatment regimes).

The company's key financlal and other performance indicators for the year were as follows:

Year ended Year ended
31 December 31 December

2017 2016

Stgf Stgf +/- Change
Tumover 51,088,526 44,745,297 + 14.2%
Operating profit/(loss) 976,160 1,286,565

Profit/(loss) for the financial year 599,806 884,498

PRINCIPAL RISKS AND UNCERTAINTIES
Competition risk

The challenges facing the EUE business Include open system competition (although the company continues
to take market share from the open systems), blologics, altemative treatments and general economic
conditions (health care spend, budgetary constraints). Despite these challenges, we are confident that our
EUE operations will grow in the future (through Increases both In volume and price), and therefore continue
to provide positive contributions to the group.

EU membership risk

Therakos (UK) is a UK registered company with significant EU sales and as such the potential exit of the UK
from the EU may represent a financial risk. The exact nature and scope of this risk Is difflcult to establish
without a clear definition of the EU exit parameters. Once these parameters are defined then we can and will
assess this risk with more certainty. At the very minimum there is a likely impact on the tax and governance
environment with an increased burden of compliance likely.




THERAKOS (UK) LIMITED

STRATEGIC REPORT (CONTINUED)
FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2017

¢

PRINCIPAL RISKS AND UNCERTAINTIES (CONTINUED)
Legislative Risk

In the ordinary course of business, the company is subject to loss contingencles such as legal proceedings
and claims arising from government requests, audits by regulatory authorities, and potential product liability
claims. The company is not aware of any current or future claims at the moment. Aithough the outcome and
costs of any asserted and unasserted claims are difficult to predict, the company does not expect the ultimate
liabllity, if any, for any legal or regulatory matters to have a material adverse effect on its financial condition,
results of operations, or cash flows. The company also has both a regulatory and compliance department
who work closely to manage such risk.

Other risks and uncertainties

There are no contingent liabilities for the business. No other significant risks or uncertainties have been
identified.

FINANCIAL RISK MANAGEMENT POLICIES AND OBJECTIVES

Foreign Exchange Risk

The company has significant sales across most European markets and Is therefore exposed to movements in
exchange rates, most significantly movements between the pound and the euro. In future the company may
consider taking steps to minimise the risk of exposure to foreign exchange differences, but it has not
implemented any hedging activities to date.

Liquidity risk

The company relies primarily on funding from other group entities and not third parties and hence Is not
exposed to significant liquidity risk. :

Credit risk
Credit risk Is assessed on an individual customer basis and reviewed regularly. The majority of Therakos (UK)

~ customers are local or national government owned hospitals throughout Europe. As such they represent a
relatively low level of credit risk.

On behalf of the board

J 6T, WeCupevesms

Director

2alali8
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THERAKOS (UK) LIMITED

DIRECTORS’ REPORT
FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2017

The directors present thelr report and the annual financial statements for the year ended 31 December 2017.
There are no post balance sheet events to disclose,

DIRECTORS

The directors who served the company during the year and to the date of signing of the accounts are given

on the company information page. .

RESULTS AND DIVIDENDS

The restilts for the year are set out on page 11.

The directors do not recommend payment of a final dividend (2016: Stg£nil).

FUTURE DEVELOPMENTS

The company plans to achiéve projected growth primarily by increasing the current installed base for its

product, expanding geographically, and improving penetration in current-indications and developing new

Indications.

Management expect revenue growth through the following strategles:

- Increasing sales to existing customeérs;

- . Building new customer relationships and business with both government funded and private hospitals
across Europe; ;

- Sales of supplles for treatment both of acute graft-versus-host disease (AGVHD) and chronic graft-
versus-host disease (CGVHD) patients.

- Investigating the use of the photopheresis treatment for other conditions

RESEARCH AND DEVELOPMENT (R&D)

The company does not engage In any R&D acflvlty.

All R&D Is carried out by the company’s parent company Therakos Inc.

BRANCHES OUTSIDE THE UK

The company has branches in Spain, Sweden and the Netherlands.

e S e et G a M e Sireiag 5T e b SET e e iy e i S e s e b
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THERAKOS (UK) LIMITED

DIRECTORS’ REPORT (CONTINUED)
FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2017

AUDITOR

Each of

the persons who is a director at the date of approval of this report confirms 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 ali the steps that he ought to have taken as a director in order to make himself

aware of any relevant audit information and to establish that the company’s auditor is aware of that
information.

This confirmation Is glven and should be Interpreted in accordance with the provisions of Section 418 of the
Companies Act 2006.

The auditors, Deloitte Ireland LLP, Chartered accountants and Statutory audit firm, who were appointed
during the period, have expressed their willingness to continue in office as auditor and a resolution for their
re-appointment will be proposed at the next Annual General Meeting.

On behalf of the board

Aulodiu—

MJ 63N Cotimen)

Director

. Date

2s\a\ir
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THERAKOS (UK) LIMITED
DIRECTORS’ RESPONSIBILITIES STATEMENT

The directors are responsible for preparing the Annual Report and the finandal statements. in accordance °
with applicable law and regulations.

Company law requires the directors to prepare financlal statements for each financial year. Under that law
the directors have elected to prepare the financial statements in accordance with United Kingdom Generally
Accepted Accounting Practice (United Kingdom Accounting Standards and applicable law), including FRS 102
“The Finandal Reporting Standard applicable in the UK and Repubiic of Ireland”. Under company law the
directors must not approve the financlal statements unless they are satisfied that they give a true and fair
view of the state of affairs of the company and of the profit or loss of the company for that period. In
preparing these financlal statements, the directors are required to:
. select suitable accounting policles and then apply them consistently;
make judgments and accounting estimates that are reasonable and prudent;
state whether applicable UK Accounting Standards have been followed, subject to any material
departures disclosed and explained in the financlal statements; and
. prepare the financial statements on the going concern basis unless it Is Inappropriate to presume that
the company will continue in business.

The directors are responsible for keeping adequate acoounting records that are sufficlent 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 finandal statements comply with the Companies Act 2006.
They are also responsible for safeguarding the assets of the company and hence for taking reasonable steps
for the prevention and detection of fraud and other iiregularities.
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e OI e® . Deloitte Ireland LLP

Chartered Accountants &
Statutory Audit Firm

Independent auditor’s report to the members of Therakos UK Limited
Report on the audit of the financial statements
Opinlon
In our opinion the financial statements of Therakos UK Llrﬁited (‘the company’):

e glve 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 United Kingdom Generally Accepted Accounting Practice
including Financial Reporting Standard 102 “The Financial Reporting Standard applicable in the UK and Republic
of Ireland” and;

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

We have audited the financial statements which comprise:

the income statement;

the statement of comprehensive income;

the statement of financial position;

the statement of changes in equity; and

the related notes 1 to 17, including a summary of significant accounting policies as set out in Note 1.

The financial reporting framework that has been applied in their preparation is applicable faw and United Kingdom
Accounting Standards, including FRS 102 “The Financial Reporting Standard applicable in the UK and Republic of
Ireland” (“the relevant financial reporting framework™).

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (ISAs (UK)) and applicable
law. Our responsibilities under those standards are further described in the “Auditor's responsibilities for the audit
of the financial statements” section of our report.

We are independent of the company in accordance with the ethical requirements that are relevant to our audit of
the financial statements In the UK, including the FRC'’s Ethical Standard, and we have fulfilled our other ethical
responsibilities in accordance with these requirements. We belleve that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our opinion.

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

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

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

We have nothing to report in respect of these matters.

Other information

The directors are responsible for the other information. The other information comprises the Information included
in the Annual Report and Financial Statements for the financial year end 31 December 2017, other than the financial
statements and our auditor’s report thereon. Our opinion on the financlal 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.

Continued on next page/
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/Continued from previous page

Independent auditor’s report to the members of Therakos UK Limited (continued)
Other information (Continued)

In connection with our audit of the financial statements, our responsibllity 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 financlal statements or a material misstatement of the other information. If, based on the work
we have performed, we conclude that there is a material misstatement of this other information, we are required
to report that fact.

We have nothing to report in respect of these matters.
Responsibilities of directors

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

In preparing the financial statements, the directors are responsible for assessing the company’s ability to continue
as a going concern, disclosing, as applicable, matters related to going concern and using the going concem basis
of accounting unless the directors either intend to liquidate the company or to cease operations, or have no realistic
alternative but to do so.

Auditor’s responsibilities for the audit of the financial statements

Our 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 an auditor's report 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 reasonably be expected to influence
the economic decisions of users taken on the basis of these financial statements.

As part of an audit in accordance with ISAs (UK), we exercise professional judgment and maintain professional
scepticism throughout the audit. We also:

+ Identify and assess the risks of material misstatement of the financial statements, whether due to fraud or
error, design and perform audit procedures responsive to those risks, and obtain audit evidence that is sufficient
and appropriate to provide a basis for our opinion. The risk of not detecting a material misstatement resulting
from fraud is higher than for one resulting from error, as fraud may involve collusion, forgery, intentional
omissions, misrepresentations, or the override of internal control.

e Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
company'’s internal control.

« Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and
related disclosures made by the directors.

¢ Conclude on the appropriateness of the directors’ use of the going concern basis of accounting and, based on
the audit evidence obtained, whether a material uncertainty exists related to events or conditions that may
cast significant doubt on the company’s ability to continue as a going concern. If we conclude that a material
uncertainty exists, we are required to draw attention in our auditor’s report to the related disclosures in the
financial statements or, if such disclosures are inadequate, to modify our opinion. Our conclusions are based
on the audit evidence obtained up to the date of the auditor’s report. However, future events or conditions may
cause the entity (or where relevant, the group) to cease to continue as a going concern.

o Evaluate the overall presentation, structure and content of the financial statements, including the disclosures,
and whether the financial statements represent the underlying transactions and events in a manner that
achieves fair presentation.

Continued on next page/
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Independent auditor’s report to the members of Therakos UK Limited (continued)

We communicate with those charged with governance regarding, among other matters, the planned scope and
timing of the audit and significant audit findings, including any significant deficiencies in internal control that the
auditor identifies during the audit.

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

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

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

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

Matters on which we are required to report by exception
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 retums adequate for our audit have not been received
from branches not visited by us; or

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

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

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

We have nothing to report in respect of these matters.
Use of our report

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

Emer O’Shaughnessy, FCA (Senior statutory auditor)
For and on behalf of Deloitte Ireland LLP

Statutory Auditor

Deloitte and Touche House, Earlsfort Terrace, Dublin 2

Date: 26—- W"M Q“W




THERAKOS (UK) LIMITED

INCOME STATEMENT _
FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2017
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‘Notes
TURNOVER 2
Cost of sales
GROSS PROFIT
Adminlstrative expenses
OPERATING PROFIT 3
Rental income
Interest income ’ 5
Interest payable . . 6
PROFIT ON IORDINARY ACTIVITIES
BEFORE TAXATION
Tax on profit on ordinary activities ) o 7
PROFIT FOR THE FINANCIAL YEAR 14

All results derive from continuing operations.

2017
Stat
51,088,526
(35,126,061)
715,962,465
(14,986,305)

976,160

44.1,667

8,080
(475,867)

550,040
49,766

599,806

2016
Stge

44,745,297
(32,785,434)

11,959,863
(10,673,299)

1,286,565

288

(430,529)

856,324

28,174

884,498

11
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THERAKOS (UK) LIMITED
STATEMENT OF FINANCIAL POSITION

Notes 2017 2016
‘Stgf - Stgf
Fixed Assets
Intanglble assets ' 8 ' 4,241,777 6,362,664
Tangible assets 9 719,558 1,433,130
4,961,335 7,795,794
Current Assets .
Inventorles 10 .7,813,741 3,410,268
Receivables . 11 11,779,490 42,560,800
Cash 1,721,165 8,394,721
21,314,396 54,365,789
Trade pa'yables: amounts falling due within one year 12 (19,959,914) (56,378,586)
Net current assets/(liabilities) 1,354,482 (2,012,797)
Total assets less current liabllities 6,315,817 5,782,997
Capital and reserves
Called-up share capital [presented as equity] ) 13 200 200
Share premium account 14 8,999,900 . 8,999,900
Profit and loss account - deficit 14 (2,684,283) (3,217,103)

SHAREHOLDERS' FUNDS 6,315,817 5,782,997

The financial statements were abproved and authorised for Issue by the Board of Directors on

28 '\‘QL.\‘;\G' - .. and signed on its behalf by:

AT

S (\elvte e

Director

13
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THERAKOS (UK) LIMITED

STATEMENT OF COMPREHENSIVE INCOME
FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2017

Notes - 2017 2016

Stgf Stag

Profit for the financial year 599,806 884,498

Exchange differences on retranslation of foreign branches (66,986) 9,377
Total comprehensive profit for tl{e financial year 532,820 893,876 )

There are no changes to eq‘ul{ty other than those presented in the statement of comprehensive Income.

12
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THERAKOS (UK) LIMITED

STATEMENT OF CHANGES IN EQUITY .
FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2017

i aTatan it AT k. AN T Can L s kit

Balance at 1 January 2016
Profit for the financial period

Foreign currency translation
differences

Balance at 31 December 2016
Profit for the financial period

Foreign currency translation
differences )

Balance at 31 December 2017

Share Profit

Share premium -and loss
capital account account Total
Notes Stg£ StgE ] Stgf Stg£
200 8,999,900 (4,110,978) 4,889,122
- - 884,498 884,498
- - 9,377 9,377
200 8,999,900 (3,217,103) 5,782,997
- - 599,806 599,806
- - (66,986) (66,986)
200 (2,684,283) 6,315,817

8,999,900

14
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THERAKOS (UK) LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2017

‘1.1

1.2

1.3

1.4

ACCOUNTING POLICIES

Therakos (UK) Limited is a limited company incorporated In England and Wales. The registered office
and principal place of business Is 3 Lotus Park, The Causeway, Staines Upon Thames, Surrey, TWi8
3AG. ’ ’

s

Accounting convention

The financlal statements are prepared under the historical cost convention.

The directors have reviewed a number of factors to enable them to make an accurate assessment of
going concern. The assessment indudes regular reviews of the current business performance and
projections for the year to December 2017 and' budgeting and future projections up to December
2019. .

Compliance with accounting standards

The financial statements are prepared in accordance with Financlal Reporting Standard 102 The
Financial Reporting Standard applicable in the UK and Republic of Irefand' and the requirements of

. the Companles Act 2006.

Exemptions adopted

The company has taken advantage of the exemption in Financial Reporting Standard 102 from the
requirement to produce a staterment of cash flows and the requirement to disclose remuneration of
key-management personnel as it Is included within the consolidated accounts of Mallinckrodt plc
please see note 17 for details.

The shareholders of the’company have been informed of the intention to také these exemptions and
have not objected.

Goodwill
Goodwill on acquisition is written off in equal annual Instalments over its estimated useful economic

life of 7 years. This period Is consistent with the company's product lives of 7 to 12 years,
Management also test for indicators of impairment each year,

15




THERAKOS (UK) LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2017

1'
1.5

1.6

1.7

1.8

1.9

ACCOUNTING POLICIES (CONTINUED)

Tangible fixed assets and depreciation

Tangible fixed assets are stated at historical cost less depreciation. Depreciation is provided at rates
calculated to write off the cost Iess estimated residual value of each asset over its expected useful
life, as follows:

Rental Instruments  Straight line over 7 years

Leasing

Rentals payable and receivable under operating leases are recognised on a straight line basis over
the lease term. Lease incentives are recognised over the lease term on a stralght line basis.

Inventories

Inventories are measured at lower of cost or selling price less cost to complete and sell. The cost of
inventories includes purchase cost, conversion cost and other costs Incurred to bring the inventory
to its present location and condition.

Revenue recognition

Turmnover represents amounts recelvable for goods and services net of VAT and trade discounts.

- The cdmpany recognises revenue when the earnings process is complete. Under FRS102 this Is when
_the company has transferred to the buyer the significant risks and rewards of ownership of the goods,

there is no control or managerial involvement over the goods, the amount of revenue can be reliably
measured, it Is probably that the economic benefits associated with the transaction will flow to the
entity and the costs incurred or to be incurred in respect of the transaction can be rellably measured.

- Product sales are recagnised once the goods have been dellvered to the customer.

- Instrument and machine sales are recognised on Installation.

-~ Service and equipment rentals revenues are spread equally over the annual contract or, when
time and materials are supplied, after a visit has been completed.

Goodwill credit policy - the company estimates and recognises an accrued provision for Goodwill
Credits as a percentage of gross sales based upon historical experience. The company also considers
other factars, including signlificant market changes, manufacturing issues, and quality concems which
may impact future expected levels of credits issued. The company monitors actual goodwill credits
Issued on a regular basis and may record specific provnslons for credits it belleves are not covered by
historical percentages.

Rebate policy - a provislon for rebates is estimated and recorded in the same period when revenue
Is recognized based upon the terms of the contracts in effect with our wholesalers when the sales are
made, histoncal experience, and other factors as appropriate.

Product returns policy - returns of the company's products are rare since they are generally sold
without the right of return. The company's products also have limited competition since they are
currently the only closed-system photopheresis products In the marketplace. Customers normally
operate a weekly or monthly order cycle which minimises the consumable kits on hand at customer
location. The company also monitors its commercial channels which further reduces the risk of
returns. Based upon the historical experience of minimal returns (2.5%), the company generally will
record a provision based on historical returns levels,

Pensions

The company operates a defined contribution scheme for the benefit of its employees. Contributlons

payable are charged to the profit and loss account In the year they are payable.
' 16
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THERAKOS (UK) LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED) .
FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2017

1. ACCOUNTING POLICIES ‘(CONTINUED)
1.10 Deferred taxation

Deferred taxation is provided in full in respect of taxation deferred by timing differences between the
treatment of certain items for taxation and aocount!ng purposes. Deferred taxation is not provided
in respect of unrelieved tax losses. Deferred tax is measured at the tax rates that are expected to
apply In the periods In which timing differences reverse, based on tax rates and laws enacted or
substantively enacted at the balance sheet date.

1.11 Forelgn currency translation

The company operates using a number of functional currencles, including Euros, and Pounds Sterling,
being the principal currendies adopted by the country of each branch; additionally the company issues
invoices in the local currencies of its customers which are principally the above. Monetary assets and
llabilities denominated In currencies other than the functional currency of each branch are transiated
at the rates of exchange ruling at the balance sheet date. Transactions In currencies other than the
functional currency of each branch are recorded at the rate applicable on the day of the transaction.
Exchange differences arising on translation are taken to the statement of income and retained
earnings.

The presentational currency of the company is British Pounds, being the principal currency of the
country of Incorporation and the head office of the company. Monetary assets and llabillties held at
the year end (including those of each branch) are transfated into Britlsh Pounds at the rate of
exchange ruling at the balance sheet date. Profit and loss transactions are translated into British
Pounds at the average rate for the year. Exchange differences arising on transiation are taken to the
statement of comprehenslve income.

1.12 Judgements and key estimates

Estimates and judgements are continually evaluated and are based on historical experience and other
factors, including expectations of future events that are believed to be reasonable under the
. circumstances.

a) Critical jJudgements in applying the entity's accounting policies

The company's management have made the following judgements.in order to apply the
accounting policles and present results which glve a true and fair view of the company's financial
position.

(1) Operating lease commitments
. The company has entered Into commerclal property leases as a lessee and equipment leases
as a lessor. The dassification of such leases as operating or finance lease required the
company to determine based on an evaluation of the terms and conditions of the
arrangements, whether it retains or acquires the significant rights and rewards of ownership
of these assets and accordingly whether the lease required an asset and liabliity to be
recognised In the statement of financlal position.

(i) Deferred tax asset

The company recognises a deferred tax asset in respect of tax losses and certain timing
differences existing at the reporting date. Timing differences are differences between taxable
profits and total comprehensive income as stated in the financial statements that arise from
the Incluslon of income and expenses in tax assessments In periods different from those In
which they are recognised In financial statements. Management consider it probable that the
company will begin reporting taxable profits in the future. The directors will review the
position of the company and recognition criteria for deferred tax assets each year in order to
ensure that the financlal statements recognlse all assets and liabllities necessary to present
a true and falr view,

17
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THERAKOS (UK) LIMITED

NOTES TO THE FINANCIAL STATEMENTS {CONTINUED)
FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2017

1. ACCOUNTING POLICIES (CONTINUED)

1.12 Judgements and key estimates (Continued)

b) Critical accounting estimates and assumptions

The company makes estimates and assumptions concerning the future, The resulting accounting

estimates will, by definition, seldom equal the related actual resuits. The estimates and

assumptions that have a significant risk of causing a materlal adjustment to the carrying amounts
. of assets and liabilities within the next finandal year are addressed below. .

0

()

Goodwill

The company establishes a reliable estimate of the useful life of goodwill arising on business
combinations. This estimate is based on the useful life of the company's main products, and
legal, regulatory or contractual provisions that can limit useful life and assumptions that
market participants would consider in respect of similar businesses. Management considered
the value of goodwill incdluded at the year end for indications of Impairment. No Impairment
provision was considered necessary and therefore goodwill is induded at amortised cost.

Deprediation and the useful economic lives of tangible assets .

The annual depredation charge for tangible assets is sensitive to changes in the estimated
useful economic lives and residual values of the assets. The useful economic lives and residual
values are re-assessed annually, They are amended when necessary to reflect current
estimates, based on technological advancement, future investments, economic utillsation and
the physical condition of the assets, See note 9 for the carrying amount of the tangible fixed
assets, and note 1.5 for the useful economic lives for each class of assets.

(iif) Inventory provisioning

When calculating the inventory provision, management considers the nature and condition
of the inventory, as well as applying assumptions around anticipated saleabillty of finished
goods and future usage of raw materials. See note 10 for the net carrying amount of the
Inventory and associated provision.

(iv) Impairment of debtors

The company makes an estimate of the recoverable value of trade and other debtors and
makes specific provistons accordingly.

18
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THERAKOS (UK) LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2017

3.

TURNOVER

Class of business
Product revenue
Non product revenue

2017
Stg€

50,013,243 -

1,075,283

51,088,526

Turnover
2016
Stgf

42,605,221
2,140,077

44,745,297

The business generates revenue though the sale of equipment, service and supplies.

Product Revenue Includes Cellex and XTS instrument sales, procedural kits used to administer
treatments and the Uvadex drug, a sterile solution drug used in conjunction with the XTS system.

Service revenue Is derived primarily from maintenance contracts as well as on a per call basis on the
equipment sold to customers or where services are provided on rental of equipment.

‘Geographical markets

Europe
United Kingdom
Rest of World

OPERATING LOSS

Operating loss is stated after charglng:
Amortisation of intangible assets
Depreciation of tangible assets

Loss on disposal of tanglble assets
(Gain)/loss on foreign exchange transactions
Operating lease rentals

- Land and bulldings

Auditors’ remuneration

Fees payable to the company's auditor for the
audit of the financlal statements

2017
StgE

40,273,063
9,149,122
1,666,341

51,088,526

2,120,887
403,031
263,407

(570,587)

59,668

2017
Stg£

40,000

35,000

Tumover
2016
StgE
35,375,877
7,815,908
1,553,512

44,745,297

2,120,887
382,917
16,685

(1,227,517) -

51,904

2016
Stg£

45,000

45,000

19
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THERAKOS (UK) LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2017

4 DIRECTORS AND EMPLOYEES
Number of employees

The average monthly number of employees during the year was:

2017
Number
Finance and administration 4
Sales and services 19
23

Employment costs
2017
Stgf
Wages and salaries 2,987,911
Sodal security costs 481,852
Other pension costs 150,483
3,620,246

2016
Number

17

2016
Stgf

2,408,214
236,520
172,409

2,817,143

Only one director actually received remuneration from the company which is set out as below. The
remaining Directors of the company are also directors and or employees of other companies within
the Mallinckrodt group and their services to the company do not occupy a significant amount of their
time and as such the directors received no remuneration from the UK company during the year.

Director remuneration and remuneration of highest pald director:

2017
Stg€

Emoluments 181,618
Pension contributions to Money Purchase Schemes 14,242

195,860

m——————

5. INTEREST RECEIVABLE . 2017
Stg£

Bank interest 8,080
8,080

2016
Stgf

214,448
11,076

225,524

2016
Stge

288
288
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THERAKOS (UK) LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2017

' 6. INTEREST PAYABLE 2017 2016
Sta£ Stg£
Intercompany interest payable o " 475,867 430,529
+ e
7. TAXATION 2017 2016
Stof Stgf
Current tax:
Forelgn tax suffered 17,690 12,227
Foreign tax adjustments in respect of prior perlods 10,806 (348)
Total current tax . 28,496 11,879
Deferred tax:
Origination and reversal of timing differénce (127,098) (76,938) .
. Adjustment in respect of previous periods 34,000 21,883
. Effects of changes In tax rates 14,836 15,002
Total deferred tax - T (78,262) " (40,053)
Total tax credit per income statement ) o (49,766) (28,174)

The charge for the year can be recondiled to the profit per the income statement as follows:
Profit/(loss) for the perlod - continulng operations 550,040 856,324

Tax on loss at standard UK tax rate of 19.25%

(2016: 20.00%) 105,883 171,265

Effects of: )

Expenses not deductlble . 103,960 115,114

Foreign tax .

Effects of group relief/other reliefs (6,054) (58)
Losses . (330,887) (363,259)
Foreign tax movements . - T -

Effects of overseas tax rates 17,690 12,227

Adjustment from previous periods : 44,806 21,535

Tax rate changes 14,836 15,002

" (49,766) (28,174)

Income tax (Income) expense reported '
In the income statement (49,766) (28,174)
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THERAKOS (UK) LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2017

7. TAXATION (CONTINUED)

Current Liabilities

Overseas tax

Deferred tax (assets) / liabilitles
_ Provision at start of period
Adjustment in respect of prior year’s

Deferred tax charge to income statement for the perlod

Provision at end of period

Fixed asset timing differences
Short term timing differences
Losses

Deferred tax (assets)
Recoverable within 12 months
Recoverable after 12 months

Deferred tax amounts not
recognised (at the closing tax rate)

Losses

2017
Stgk

13,307
13,307

(124,248)
34,000
(112,261)

(202,509)

(200,700)
(1,809)

- (202,509)
(1,809)

(200,700)
(202,509)

e

(52,240)

2016
Stg€

6,680
6,680

(84,195)
21,883
(61,936)

(124,248)

(123,013)
(1,235)

(124,248)
(1,235)

(123,013)
T (124,248)

(294,747)
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THERAKOS (UK) LIMITED

B ot e 4 i e £ s i ettt e

NOTES TO THE FINANCIAL STATEMENTS
FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2017

INTANGIBLE FIXED-ASSETS
Goodwill
Stg£
Cost
At 1 January 2016 & at 31 December 2017 14,846,212
Amortisation
At 1 January 2017 8,483,548
Charge for the year 2,120,887
At 31 December 2017 10,604,435
Net book value
At 31 December 2017 4,241,777
At 31 December 2016 6,362,664
TANGIBLE FIXED ASSETS
Leasehold Fixtures, Instruments Total
improvements fittings, rentals
computer &
telephone
equipment
Stgf Stof Stg£ Stg€
Cost
At 1 January 2017 105,349 184,093 2,430,002 2,719,444
Additions - - - -
Disposals - = (519,824) (519,824)
At 31 December 2017 105,349 184,093 1,910,178 2,199,824
Depreciation .
At 1 January 2017 105,349 184,093 996,872 1,286,314
On disposals - - (209,284) (209,284)
Charge for the year - - 403,031 403,031
At 31 December 2017 105,349 184,093 1,190,619 .1,480,061
Net book value . .
At 31 December 2017 - - 719,558 719,558
At 31 December 2016 - - 1,433,130 1,433,130
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THERAKOS (UK) LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2017
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10.

g b

12,

INVENTORIES ' 2017 2016

Stg£ Stgf
Work in progress _ 717,891 171,970 i
Finished goods and goods for resale 7,095,850 3,238,298 :

T

Inventories recognised as a cost of sales expense In the peried totalled Stg£25,665,867 (2016:
Stg£27,257,669). .

RECEIVABLES 2017 2016
Stg£ Stgf
Trade receivables 5,394,293 5,551,664
Recoverable amounts owed by parent and fellow
subsidiary undertakings 4,238,331 36,687,119
Other receivables 35,643 192,891
Prepayments and accrued income 87,208 4,878
Deferred tax asset (see note 7) 202,509 124,248
VAT 1,821,506 -
11,779,490 42,560,800

The deferred tax asset induded in receivables above Is due after more than one year. ' g

TRADE PAYABLES: amounts falling due within one year 2017 2016

StgE Stgf
Trade payables 500,907 56,469
Amounts owed to parent and fellow subsidiary undertakings 9,313,482 45,747,654
Corporation tax , ‘ 17,950 16,262
Other taxes and social security costs 84,315 469,244
Loan from parent company ' 6,306,130 9,060,302
Accruals and deferred income 3,737,080 . 1,028,654

19,959,914 56,378,586

The loan made by the parent company Is repayable on demand. Interest s calculated on a dally basis
at a varlable rate of LIBOR plus 400 basls points. Other intercompany balances are technically
repayable on demand but not attract interest.
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THERAKOS (UK) LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2017

12. SHARE CAPITAL . 2017 2016
. StgE Stgfe

Allotted, called up and fully paid
- 200 Ordinary shares of £1 each 200 200

Each ordinary share carries equal voting, dividend and capital repayment rights.

14. RECONCILIATION OF MOVEMENTS IN EQUITY 2017 2016
: Stgf StgE

Profit/(loss) ﬁor.the financial year : 599,806 - 884,498

Other comprehensive (loss)/gain (66,986) 9,377

‘ Net increase/(decrease) in shareholders' funds - 532,820 893,876
Opening shareholder’s funds . 5,782,997 4,889,122
Closing shareholder’s funds 6,315,817 5,782,997

=

15. FINANCIAL COMMITMENTS

At 31 December 2017 the company was committed to making the following payméhts under non-
cancellable operating leases:

Land and buildings Other
2017 . 2016 2017 2016
. Stg£ StgfE Stgf£ Stgf
Operating leases payments due: .
Within one year 11,871 39,570 20,499 28,850
Between one and five years . - 9,893 - 2,952 23,531

11,871 49,463 23,451 52,381

Operating lease payments made during the perfod and recognised as an expense are disdosed In
note 3.

Operating lease agreements wherie the company is the lessor

The company leases photopheresls equipment for a contracted perlod of time with an option to
purchase at the end of the period of lease.

Future minimum rentals recelvable under non-cancellable operating leases are as foliows:

2017 2016

Stg£ Stge

Within one year 32,370 162,402
Between one and five years 2,951 314,253
35,321 476,655

A} Bl a1 ey

25




THERAKOS (UK) LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE FINANCYAL YEAR ENDED 31 DECEMBER 2017

16. RELATED PARTY RELATIONSHIPS AND TRANSACTIONS

The company has taken advantage of the exemption from disclosing remuneration of key
management personnel as detalled in note 1 and is not required under FRS102 to disclose
transactions with wholly owned subsidiaries within the Mallinckrodt group. No other related party
transactions have occurred. '

17. CONTROL
The immediate parent company and the parent of the smallest group in which the company's results
will be consolidated is Therakos, Inc., a company incorporated in the United States of America. The
ultimate parent company, controlling party, and parent of the largest group in which the company's
results will be consolldated is Mallinckrodt Plc, a company incorporated in the Republic of Ireland.

Mallinckrodt Plc prepares group financial statements and copies can be obtained from the Mallinckrodt
website.
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