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Chairman’s Statement
For the year ended 30 June 2007

Tristel has had another excellent year, with growth 1n our core domestic healthcare business, a full year contribution
from Tristel Technologies (acquired on 5 June 2006), and expansion 1n our export business As a result turnover
increased by 37% to £5,148,366 (2006 £3,745,680) Pre-tax profit before amortisation of intangibles, share based
payments and non-recurming ttems increased by 49% to £1,252,721 (2006 £841,491) and the operating margin before
amortisation of mtangibles, share based payments and non-recurring items rose from 21 5% 1n 2006 to 24 2% i 2007
Profit before tax increased by 9 4% to £786,895 (2006 £719,579) mmpacted by a non-recurring charge of £349,280

Both group subsidiaries performed well during the year Tristel Solutions, which provides mfection control products
based on chlorine dioxide chemistry to the healthcare marketplace, increased turnover by ¢ 9% to £4,015,034 (2006
from £3,651,921) Trnistel Technologies, which also uses chlorine dioxide chemustry but for legionella control in
bulldings’ water systems (including those of hospitals) and contammation control in the food growing and processing
industries, made a full year contribution to turnover of £1,133,332 (2006 one month £93,759) The Group’s export
sales 1n the year grew five-fold to £178,365 (2006 £35,765)

One of the most significant developments of the year has been the estabhshment of an in-house manufacturing
capability enabling us to take over production of our products This major change m our business model mvolved the
relocation of our Newmarket headquarters to manufacturing and warehouse premises of 14,500 sq ft, the relocation
of our Bolton office, a substantial investment 1n plant, equpment and the fit-out of these new premises, and a
sigmficant increase in headcount 1 am pleased to report that this major strategic change has been completed smoothly
and efficiently and that we are now producing all our chemical products and handling all logistical activities from
these two new locations

Outlook

The past year has seen Tristel plc increase its scale and reach in the infection and contamination control marketplace,
with products that have been launched and acquired since our flotation 1n June 2005 making a significant contribution
to growth With further innovative products to be launched n the current financial year, we look forward to our future
with confidence

Our basic earnings per share for the vear ended 30 June 2007 were 2 3 pence (2006 2 12 pence) The Board 1s
recommending that the final dividend be ncreased to 1 penny making a total annual dividend of 1 35 pence, an
increase of 35% over 2005-06 The final dividend represents a total payment of £244,429

Francisco A Soler
Chairman
29 October 2007
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Chief Executive’s Report
For the year ended 30 June 2007

Strategic overview
Manufacturing

The year ended 30 June 2007 has been transformational for Tristel During the year we broke with the model of
outsourced production that we had used since 1998 The decision to change our business model was driven by

e the expansion of the Group s intellectual property portfolio demanded we gain greater control and protection
over our proprietary technology

¢ the need to achheve continuing improvement in quality control
o the need to accelerate the new product development process
« the need to prepare for the volume growth that we expect to achieve n our strategic plan
The transition to manufacture has involved a substantial investment The expenditures incurred have been

 Plant, equipment and fit-out of manufacturing faciliny £421,000
¢ Acquisition of manufacturing nghts — cash  £300,000
s Acqusition of manufacturing nghts — share 1ssue  £300,000

We forecast that in-house manufacture will result in enhanced future gross margins Furthermore, we now have n
place the production capacity and human resources, supported by technical and scientific persennel recruited in
conjunction with establishing production, to meet the increased demand for our products that we forecast from future
additions to our product portfolio and from our geographical expansion

Product innovation — mechical

Tristel 1s a consumable product-led business Our product development philosophy 15 to create single-use products
with unique application features We enjoy frequent repeat re-ordering for our products and high visibility i our
revenue stream  The products require only hmited after-sales service and support and we will continue with this
business model

Future product development plans will entail the supply to users of equipment hardware to enable the use of the
Tristel chemustry  In all cases the underiying revenue stream from the Tristel consumables will be of greater
economic significance than the hardware revenue stream

During the year we launched new products targeted at ultrasound, environmental disinfection and laboratortes and all
have started to achieve significant market penetration At the same time we have continued to focus upon our
historical core business of the United Kingdom mainstream endoscopy market [n this market we continue to be the
most widely used disinfectant chemistry in the country and 1n the Ear, Nose and Throat (ENT) endescopy market our
TRIO wipe system 1s used in approximately 50% of all ENT departments

Product imnovation — water and food chain

The acquisition of Tristel Technologies has given us a significant presence 1n the legionella control market (water)
and the food growing and processing industnes (food chain)

The Tnstel Technologies producis incorporate a chlonne dioxide chemistry system that 1s supphied from the United
States and differs in certain important respects from our proprietary chlorine dioxide chemistry Having successfully
integrated the Trnste] Technologies business during the year and having relocated its blending operation to our
Newmarket production facility, our near term strategy Is to ntegrate the best features of the two chemistry systems
As with our medical business, the legionella and food contamination control products are consumables

Products that did not exist within the Group portfolio on 1¥ June 2005, the date of our flotation, now account for
23 7% of total sales, validanion that our product development and acquisition strategy 1s driving future growth
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Chief Executive’s Report - continued
For the year ended 30 June 2007

Geographical expansion

Tristel has a clear strategy to expand its business intermationally over the next three to five years At present, the
business model employed 15 to use distnbution partners When qualifying prospective export markets we look for a
regulatory framework that enables the product portfolio, or specific products within the portfolio, to be approved for
sale within a reasonable period of ime Furthermore, this must be achievable with an acceptable level of investment,
which the distributor bears These critena disqualify the most heavily regulated markets such as the United States

We have been successful in identifying and appointing 22 distribution partners who are either selling Tristel products
or are 10 the process of registering them

Whilst the level of export sales has still to make a significant contribution to total sales, the platform for more rapid
future expansion has been established

Mai ket overview
Macro influences

Raising standards of hospital hygiene, controlling the risk of infection 1n hospitals or the threat of legionella from
buildings’ water supplies, avoiding the dangers of safmonefla 1n food produce — these are the dnving forces behind
our business Their importance to our soclety 1s obvious even without the media attention that they attract, placing the
hygiene and infection control issue firmly on the political agenda in the United Kingdom and abroad

Whilst the general level of healthcare spending 15 an important determinant of demand for our products 1n all the
markets 1n which we operate, we believe that hygiene and infection control are critical expenditures As long as we
continue to deliver products with supenior efficacy, greater safety, and that are easier to use than those currently
employed, our business environment will present opportunities for continued growth

Chlorine dioxide, the active ingredient in which we have speciahised, 15, without doubt, a highly effective and safe
biocide Its safety pedigree has been established by over ten years of widespread use in United Kingdom hospitals
Its effectiveness as a biocide 1s widely documented in scientific journals

Regulatory mfluences

The regulatory environment supports our confidence 1n Tristel’s future Our products are either classified within the
European Commumnty as medical devices under the Medical Devices Directive (MDD 93/42/EC) or as biocides under
the Biocidal Products Directive {(BPB 98/8/EC)

Simphifying a complhicated set of regulations for a disinfectant (irrespective of the chemistry) to be classified as a
medical device it has to be used to dismfect another medical device For the disinfectant to be approved, the
manufacturer has to prove its efficacy and safety Approval enables the product to carry the CE mark All of our
medical products carry the CE mark

For a more general purpose disinfectant such as a surface or water disinfectant, it will be classified as a biocide under
the Biocidal Products Directive (BPD) Concerned for the environmental impact of the plethora of disinfectant
chemstries that have been used for many years, the European Community 1s in the process of imiting the number of
active ingredients that can be used Sodwm chlorite (the mam basic ingredient of our producis) as the precursor for
chlorine dioxide has been approved by the EC and 1s being supported through the regulatory submission process by a
group of sedium chlorite manufacturers The industry’s consensus view is that the cost of subrmission under the BPD
will block the development and introduction of active ingredients that could be future alternatives 1o those already
approved under the BPD  As a supplier of chlorine dioxide products, our long term view s that the regulatory
environment 1s favourable to the environmental disinfection products that we market

Outside of the European Community, differing countries have their own regulatory bodies However 1n the markets
in which we operate, which 1s worldwide excluding North America, the CE mark 1s widely accepted
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Chief Executive’s Report - continued
For the year ended 30 June 2007

Competition

In the arena of medical device high-level disinfectants, we believe that Tristel 1s the sole manufacturer of chlorine
dioxide products However, there are a few other chenmistries that can compete with chlerine dioxide, the most widely
used of which s peracetic acid

Whilst the emergence of competitor products utihsing the chlorme dioxide molecule 1s a future possibility and would
pose a competitive threat our strategy has been to present specifically packaged products for clearly targeted hospital
areas This strategy differentiates Tristel from disinfectant suppliers who present their products as a homogenous
solution for use 1 all hospital areas A substantial investment both in terms of cost and time would be required to
catch up with Tristel’s first user advantage established n the markets in which we operate

In water disinfection (legionella control) and the food processing and growing industries chlorine dioxide is widely
used as the alternative to sodium hypochlonte (chlorine)

Results and finance
Sales

Tristel has enjoyed another strong year of growth Headline sales growth of 37% included a full year contribution to
group turnover from Tristel Technologies of £1,133,332  Trnistel Solutions’ turnover ncreased by 9 9% to
£4,015,034

Margins and operating profit

The gross margin increased to 62 3%, up 7 9 percentage points from last year The first in-house production of Tristel
products commenced in May 2007 and made an initial contribution to improved margins from that date

Excluding the non-recurring item, amortisation of intangibles and the share based payments, operating profits
increased by 54 6% to £1,246,332 and the operating margin rose from 21 5% last year to 24 2% in 2007

The non-recurring cost relates to an agreement, reached in June 2007, with a company engaged n the United
Kingdom endoscopy market, to end an informal arrangement that had operated since 2002 This arrangement had
assisted both companies to establish market leading positions in their respective business areas in endoscopy We
agreed to make a one-off ex-gratia settlement tn the amount of £349,280 (together with associated costs) to bring it to
a close The informal arrangement had previously cost the Company £777,802 from the date 1t commenced to the end
of the financial year

Earnings
The growth in basic earnings per share and diluted earnings per share was 8 5% and 8 1% respecuvely
Capital expenditure and investments

The Group has made important investments n the business over the year, with capial expenditure totalling
£1,307,469

The main elements of this investment were -

s Acquisition of manufacturing nghts and know-how at a cost of £600,000 Of the total consideration paid to
the vendor, £300,000 was settled in cash and £300,000 by the 1ssue of 606,060 ordinary shares at a price of
49 5 pence per share

e Establishment of a manufacturing and warehousing facility in Newmarket and the relocation of the Bolton
office

e New development projects which are ongeing which include the creation of the “Stella” sterilising tray and
the “Shine” washer-disinfector for the Ear, Nose and Throat market

The level of investment expenditure incurred during the year will not be recurring in the current financial year
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Chief Executive’s Report - continued
For the year ended 30 June 2007

Treasury and deployment of capaital

The Group’s working capital and capital expenditures have been financed from operating cash flow, utilisation of an
invoice discounting facility, term loan and overdraft facilities provided by the Company’s bankers, and a £100,000
short term loan provided by one of the Company’s shareholders (which has subsequently been repaid)

The Gro dequate debt facilities to fund its foreseeable working capital and capital expenditure needs

Chief Exakutive
29 October 2007
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Directors’ Remuneration Report
For the year ended 30 June 2007

Introduction

It 1s not a requirement for Companies that have secunities histed on AIM to comply with the disclosure requirements of
Directors'’ Remuneration Report Regulations 2002 or to comply with the UKLA Listing Rules and the disclosure
provisions under schedule 7A of the Companies Act 1985 The Remuneration Committee, however, s committed to
maintaiming high standards of corporate governance and has taken steps to comply with the principles of best practice in
so far as 1t can be apphied practically given the size of the Company and the nature of 1ts operations

Unaudited Information
Remuneration Report
The Board has applied the principles of good governance relating to Directors' remuneration as described below

Remuneration Committee

The Remuneration Commuttee comprises the Non-executive Directors under the chairmanship of Mr Peter Stephens
The Commuttee's constitution and operation 15 compliant with the provisions of the Combined Code on Corporate
Governance When setting its remuneration policy for Executive Directors, the Committee gives consideration to the
provisions and principles of the Combined Code

Remuneration Policy for Executive Directors

The remuneration policy has been designed to ensure that Executive Directors should receive appropriate incentive and
reward given therr performance, responsibility and experience When assessing this, the Remuneration Commuittee seeks
to ensure that the policy aligns the interests of the Executive Directors with those of shareholders

The Company's remuneration policy for Executive Directors 1s to

- Consider the individual's expenience and the nature and complexity of their work 1n order to set a competitive
salary that attracts and retams management of the highest quality, whilst avoiding remunerating the Director
more than 1s necessary,

- Lk individual remuneration packages to the Group's long-term performance through both bonus schemes and
share option plans,

- Provide post retirement benefits through payment into defined contribution pension schemes,

- Provide employment related benefits mcluding provision of life assurance and medical insurances

Remuneration Package for Executive Directors
Executive Directors' remuneration packages are considered annually and comprise a number of elements as follows

a) Base Salary

The base salary 15 reviewed annually in June each year The review process undertaken by the Remuneration
Committee has regard to the profitability and ongoing development of the Group and the contribution that individuals
will continue to make Consideration is also given to the need to retan and motivate individuals and available
information on the salary levels in comparable orgamisations To assist in this process the Remuneration Committee
draws on the findings of external salary surveys and undertakes its own research

b) Annual Performance Incentive

All Executive Directors are eligible. at the discretion of the Remuneration Commuttee, for an annual bonus The
Remuneration Commuittee considers bonus awards, which are capped, at the beginning of each year and any such
awards are determined by both the performance of the individual and the Group as a whole for the previous year

¢) Pensions and Other Benefits
The Group does not operate a Group pension scheme instead individuals receive contributions to their private pension
arrangements

Other benefits provided are hfe assurance and private medical insurance Currently no company cars are provided, but
Directors are patd an allowance for business miles travelled in accordance with HMRC guidelines

d) Share Options

Executive Directors may, at the discretion of the Remuneration Comrmittee, be awarded share options Where share
options are to be granted, they will be granted at the closing mid market value of the Company's ordinary shares on the
day prior to grant and vest over a period of up to three years

Page 7




Tnstel plc Annual Report & Financial Statements 2007

Directors’ Remuneration Report - continued
For the year ended 30 June 2007

Remuneration Policy for Non-executive Directors
The remuneration of the Nan-executive Directors 15 determined by the Board as a whole, based on a review of current
practices n other equivalent companies The Non-executive Directors do not recetve any pension payments towards

private arrangements, nor do they participate i any of the bonus schemes

The Non-executive Directors each have service agreements which are reviewed annually by the Board They are
included m the one third of Directors subject to retirement by rotation at each Annual General Meeting

Audited Information
Directors’ Remuneration

The Directors recerved the following remuneration during the period to 30 June 2007

Salary Bonus Taxable 2007 2006 2007 2006
and fees Benefits Total Total Pension Pension
{(Exci (Excl
I!CHSIOH ! QCI‘ISIOH!

Name of Director £000 £7000 £°000 £000 £000 £000 £000
Executive
Mr Paul Swinney 128 12 2 142 119 12 12
Mr Paul Barnes 61 - 3 64 57 6 6
Non-execufive
Mr Francisco Soler 12 - - 12 21 - -
Mr Peter Stephens 12 - - 12 11 - -
Mr Peter Clarke 12 - - 12 11 - -
Mr Antonio Soler - - - - - - -
Aggregate Emoluments 225 12 5 242 219 18 18

Directors' Share Options

Aggregate emoluments disclosed above do not include any amounts for the value of the options to acquire ordinary
shares in the Company granted to or held by the Directors Details of options held by the Directors are as follows

Name of Director Total shares Total shares  Shares  Total shares Exercise Earliest Date of
granted vestedat  vestingmm  vested at price date of expiry
1 July 2006 the yearto 30 June 2007 exercise
30 June
2007
Executive
Mr Paul Swinney 250 000 62,500 62,500 123,000 5975p  23/12/05 22012015

The options held by the Directors are subject to vesting arrangements over the hfe of the options An mnitial tranche of
options became exercisable on the grant of the options Further tranches become exercisable over periods ranging from
twelve months to thirty-six months following the grant of the options The balance of options become exercisable mn
equal mstalments 1n December 2007 and December 2008
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Directors’ Remuneration Report - continued
For the year ended 30 June 2007

Directors' Shareholdings

The interests of the Directors in the shares of the Company at 30 June 2007 and 30 June 2006 were

Ordinary 1p shares 30 June 2007 30 June 2006
Executive

Mr Paul Swinney 2,718 986 2,718,986
Mr Paul Barnes 556 260 556,260
Non-executive

Mr Francisco Soler 8,627,228 9,627,228
Mr Peter Stephens 503,937 593,937
Mr Peter Clarke 21,811 181,811

Mr Antonio Soler - -

The market price of the Company's shares as at 30 June 2007 was 62 5p, and the range during the year was 45 5p to 70p
(source - London Stock Exchange)
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Corporate Governance Report
For the year ended 30 June 2007

Corporate Governance

Companies who have their securities traded on the Alternative Investment Market (AIM) are not required to comply
with the disclosure requirements of the Combined Code The Board, however, has determined that the Company should
maintain high standards of corporate governance and whilst not fully complying with the Combined Code, has adopted
procedures and has taken steps to adopt the underlymng principles, in so far as appropriate given the size of the
Company and the nature of its operations

Board of Directors

The Company 1s controlled by the Board of Directors which compnises two Executives, one of whom 1s the Chief
Executive Officer, and four Non-executive Directors The role of the Chief Executive Officer and Chairman are
separate

All Directors are able to take independent advice to assist them n their duties 1f necessary

The Board 15 responsible to shareholders for the proper management of the Group and meets formally at least eight
times a year to set the overall direction and strategy of the Group, to review operating and financial performance and to
consider and advise on sentor management appomtments The Board alse monitors and approves financial policy and
budgets, including capital expenditure All key operational decisions are subject to Board approval The Company
Secretary 15 responsible for ensuring that Board procedures are followed and that any and all applhcable rules and
regulations are complied with

Directors are subject to election by shareholders at the first opportunity after their appointment In addition, one third of
the Directors are subject to retirement by rotation at each Annual General Meeting

Committees of the Board

Remuneration Committee

The Remuneration Committee comprises the Non-executive Directors under the charrmanship of Mr Peter Stephens It
reviews, inter-alia, the performance of the Executive Directors and sets the scale and structure of their remuneration and
basis of their service agreements, having due regard to the interests of the shareholders The Remuneratton Commuttee
also determines the allocation of share options to Executive Directors No Director has a service agreement exceeding
one year

One of the policies of the Remuneration Committee 15 that no individual participates on discussions or decisions
concerning his own remuneration

The Directors’ Remuneration Report 15 set out on pages 7 to 9

Audit Committee

The Audit Committee comprises the Non-executive Directors under the Chairmanship of Mr Peter Stephens Under 1its
terms of reference 1t meets at least three times a year and amongst other duties, overviews the monitoring of the Group's
imternal controls, accounting policies and financial reporting, and provides a forum through which the external auditors
report It meets at least once a year with the external auditors without Executive Management present

Relations with Shareholders

The Board considers effective commumcation with shareholders to be very important and encourages regular dialogue
with both nstitutional and private investors The Board responds promptly to questions received verbally or in writing
Directors regularly attend meetings with institutional shareholders and analysts throughout the year Shareholders will
be given at least 21 days notice of the Annual General Meeting at which they will be given the oppertunity to discuss
the Group's developments and performance

The Company's web site www tristel com contains full details of the Group's activities, press releases and other details
as well as a hink to the relevant web page of the London Stock Exchange web site for share price details, share trading
activities and graphs, and Regulatory News Service ("RNS") announcements
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Corporate Governance Report - continued
For the year ended 30 June 2007

Maintenance of a Sound System of Internal Control

The Directors have overall responsibility for ensuring that the Group maintains a system of internal control to provide
them with reasonable assurance that the assets of the Group are safeguarded and that shareholders’ investments are
protected The system includes internal controls appropriate for a Group of the Company's size, and cover financial,
operational, compliance (including Health and Safety) and risk management areas There are imitations wn any system
of internal control, which can provide reasonable but not total assurance with respect to the preparation of financial
information, the safeguarding of assets and the possibility of misstatement or loss

The Board has considered 1ts policies with regard to internal controls, as set out in the Turnbull Report, and undertook
an assessment of the major areas of the business and methods used to monitor and control them In addition to financial
risk, the review covered operational, commercial, regulatory and health and safety The risk review 1s an ongomg
process with reviews being undertaken on a regular basis

The key procedures designed to provide an effective system of internal controls that are operating up to the date of sign-
off of this report are set out below

Control Environment
There 15 an orgamisational structure with clearly defined lines of responsibility and delegation of accountability and
authonty

Risk Management
The Group employs Directors and senior personnel with the appropriate knowledge and experience for a busmness
engaged 1n activities 1n tts field of operations, and undertakes regular risk assessments and reviews of its activities

Financial Information

The Group prepares detailed budget and working capital projections, which are approved annually by the Board and are
maintained and updated regularly throughout the year Detailed management accounts and working capital cash flows
are prepared on a monthly basis and through written commentary compared to budgets and projections to identify any
sigmificant variances

Management of Liqguid Resources
The Board 1s risk averse when investing any surplus cash funds The Group's treasury management policy was adopted
i July 2005, and 1s reviewed periodically

The Board has considered 1t inappropriate to establish an internal audit function, given the size of the Group However,
this decision will be reviewed as the operations of the Group develop
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Report of the Directors
For the year ended 30 June 2007

The directors present their report with the financial statements of the company and the group for the year ended
30 June 2007

PRINCIPAL ACTIVITY
The principal activity of the group 1n the year under review was that of the design, manufacture and sale of infection
control and water treatment products

REVIEW OF BUSINESS AND FUTURE DEVELOPMENTS

The Chairman’s statement on page 2 and the Chief Executive’s Report on pages 3 to 6 report on activities during the
year, post balance sheet events and likely future developments They also report on the man trends and factors likely to
affect the future development, performance and position of the Group’s business

The principal risks and uncertainties facing the Group are considered below

Operating Risks

These include the group's ability to continue to supply in a timely manner the group's existing product portfoho, the
uming of developing new products to meet the requirements of customer demands, the successful implementation of
new contracts, the achievement of the demanding service levels included n existing customer contracts, prolonged
disruption to the group's manufacturing base, the group's ability to atiract and retan the right qualty and quantity of
personnel, the failure of a product supplied by the group and the ability to continue to develop and commercialise new
products in such a way to produce a satisfactory level of profitability

External Risks

The group's performance 1s also subject to external macroeconomic conditions and changes in factors such as exchange
rates, interest rates and inflation  An economic downturn due to a cutback on the supply of funds to the National Health
Service, 1n particular, could negatively affect the group's business

Operations 1n emerging or new markets may have a higher than average risk of political or economic instability, and
may carry increased credit and financial risk

Financial Risks

The group's activities expose 1t to a number of financial risks including price risk, credit nisk, cash flow nisk, hquidity
nisk and exchange rate nsk The use of financial derivatives 1s governed by the group's policies approved by the Board
of Directors, which provide written principles on the use of financial derivatives to manage these risks At present the
group does not use financial derivatives

The group's financial instruments comprise cash and liquid resources

The mam purpose of these financial mstruments 15 the funding of the group's activities It has been the group's policy
throughout the period under review that no trading in financial instruments shall be undertaken

Credit Risk
The group's principal financtal assets are bank balances and cash, trade and other receivables The group's credit risk 1s
primarily attributable to its trade receivables, which are concentrated 1 a large number of low value customer accounts

The credit risk on hquid funds 1s himited because the counterparties are banks with high credit ratungs assigned by
international credit rating agencies

Cash Flow Risk
The group's activities expose 1t prunarily to the financial nisks of changes in interest rates Interest bearing assets and
habiliues are held at fixed rate to ensure certainty of cash flows

Liquid Risk
Group policy 1s to build and retan sufficient cash balances to meet 1ts anticipated requirements over a two to three year
period Surplus funds are placed on time deposits, with cash balances available for immediate withdrawal if required

Page 12




Trstel ple Annual Report & Financial Statemenis 2007

Report of the Directors - continued
For the year ended 30 June 2007

RESULTS AND DIVIDENDS
There was a profit for the year after taxation amounting to £551,000 (2006 £506,000)

A final dividend of £172,817 (0 725p per share) was paid during the year in respect of the year ended 30 June 2006

An mterim dividend of £83,429 (0 35p per share) was paid during the year in respect of the year ended 30 June 2007
and the directors recommend a final dividend of 1p per share The total distribution of dividends for the year ended 30
June 2007 will be £327,858

A review of the Group’s performance for the year ended 30 June 2007 1s contaned in the Chairman’s Staternent and the
Chief Executive’s Report

SHARE ISSUE
The company 1ssued 606,060 ordinary shares of {p during the year for an aggregate consideration of £300,000 mn
connection with the acquisition of manufacturing rights and know how

RESEARCH AND DEVELOPMENT

The Group continues to invest 1n research and development The products currently being developed are expected to
make significant contributions to the growth of the business The Directors regard investment in this area as a
prerequisite for success 1n the medium to long term future

DIRECTORS

The directors shown below have held office during the whole of the period from 1 July 2006 to the date of this report
P C Swinney F A Soler

P F H Stephens P M Barnes FCCA

P C Clarke

Other changes 1n directors holding office are as follows
A F Soler - appointed 29 June 2007

All of the directors, with the exception of A F Soler, retire by rotation, but will be proposed for re-election at the
Annual General Meeting A F Soler was appointed as an additional director on 29 June 2007 and will also be proposed
for re-clection at the Annual General Meeting

Details of directors' interests in the share capital of the Company are disclosed in the Directors’ Remuneration Report

GROUP'S POLICY ON PAYMENT OF CREDITORS
The company's policy, which 1s also applied by the group, 1s to settle terms of payment with suppliers when agreemng
the terms of each transaction, ensure that suppliers are made aware of the terms of payment and abide by the terms of
payment Trade creditors of the company at 30 June 2007 were equivalent to 51 {2006 50) days purchases, based on the
average daily amount mvoiced by suppliers during the year

POLITICAL AND CHARITABLE GIFTS
No political donations or chanitable contributions were made during the year (2006 nl)

CORPORATE GOVERNANCE

Triste]l plc 1s committed to maintaining high standards of corporate governance The company complies with the
Combined Code to the extent the directors consider appropriate, given the size of the company, 1ts current stage of
development and the constitution of the Board

SUBSTANTIAL SHAREHOLDINGS
Except for the directors’ interests noted above, the directors are aware of the following who are interested in 3% or more
of the company’s equity at 30 June 2007

No of shares % of 1ssued

share capital
Giltspur Nominees 1,422,480 582%
Invesco Perpetual 832,081 361%
Bruce Green 864,016 353%
M D Barnard 744,324 305%
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Report of the Directors - continued
For the year ended 30 June 2007

STATEMENT OF DIRECTORS' RESPONSIBILITIES
The directors are responsible for preparing the Annual Report and the financial statements in accordance with
applicable law and regulations

Company law requires the directors to prepare financial statements for each financial year Under that law the directors
have elected to prepare the financial statements in accordance with International Financial Reporting Standards as
adopted for use i the European Union The financial statements are required by law to give a true and fair view of the
state of affairs of the company and the group and of the profit or loss of the group for that period In preparing these
financial statements, the directors are required to

- select suitable accounting policies and then apply them consistently,

- make judgements and estimates that are reasonable and prudent,

- state that the financial statements comply with IFRS,

- prepare the financial statements on the going concern basis unless 1t is mappropriate tc presume that the company
witl continue 1n business

The directors are responsible for keeping proper accounting records which disclose with reasonable accuracy at any
time the financial position of the company and the group and to enable them to ensure that the financial statements
comply with the Companies Act 1985 They are also responsible for safeguarding the assets of the company and the
group and hence for taking reasonable steps for the prevention and detection of fraud and other irregulanttes

The directors are responsible for the maintenance and ntegrity of the corporate and financial mformation included on
the company's website Legislation m the United Kingdom governing the preparation and dissemmnation of financial
statements may differ from legislation 1n other junisdictions

STATEMENT AS TO DISCLOSURE OF INFORMATION TO AUDITORS

So far as the directors are aware, there 1s no relevant audit information (as defined by Section 234ZA of the Companies
Act 1985) of which the group’s auditors are unaware, and each director has taken all the steps that he ought to have
taken as a director m order to make himself aware of any relevant audit information and te establish that the group's
auditors are aware of that information

AUDITORS
The auditors, Hedges Chandler, will be proposed for re-appointment 1n accordance with Section 385 of the Companies
Act 1985

ON BEHALF OF THE BOARD-
QUG
P M Bamnes FCCA

Secretary
29 October 2007
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Report of the Independent Auditors to the Members of
Tristel ple

We have audited the financial statements of Tristel plc for the year ended 30 June 2007 which comprise the
Consolidated Income Statement, the Consolidated Balance Sheet the Company Balance Sheet, the Company Cash
Flow Statement, the Consolidated Cash Flow Statement, the Statement of Recogmised Income and Expense and the
related notes These financial statements have been prepared under the accounting policies set out therein

This report 1s made solely to the company's members, as a body n accordance with Section 235 of the Companies Act
1985 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 1n an auditors' 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

Respective responsibilities of directors and auditors

The directors’ responsibilities for preparing the Annual Report and the financial statements in accordance with
applicable law and International Financial Reporting Standards as adopted for use m the European Union are set out in
the Statement of Directors’ Responsibilities

Our responsibility 1s 10 audit the financial statements 1n accordance with relevant legal and regulatory requirements and
International Standards on Auditing (UK and Ireland)

We report to you our opinion as to whether the financial statements give a true and fair view and are properly prepared
in accordance with the Companies Act 1985 We also report to you whether in our opinion the information given 1n the
Report of the Directors 1s consistent with the financial statements

In addition, we report to you If, i our opunon, the company has not kept proper accounting records, if we have not
recetved all the information and explanations we require for our audit, or if information specified by law regarding
directors' remuneration and other transactions is not disclosed

We read other information contained in the Annual Report, and consider whether it 15 consistent with the audited
financial statements This other information comprises only the Report of the Directors, the Chairman’s Statement, the
Chief Executive’s Report the Directors’ Remuneration Report and the Corporate Governance Report We consider the
implications for our report if we become aware of any apparent misstatements or material inconsistencies with the
financial statements Our responsibihities do not extend to any other :nformation

Basis of audit opinion

We conducted our audit in accordance with International Standards on Auditing (UK and Ireland) 1ssued by the
Audiung Practices Board An audit includes examination, on a test basis, of evidence relevant to the amounts and
disclosures in the financial statements [t also includes an assessment of the significant estimates and judgements made
by the directors n the preparation of the financial statements, and of whether the accounting policies are approprate to
the company's circumstances, consistently applied and adequately disclosed

We planned and performed our audit so as to obtam all the information and explanations which we considered
necessary wn order to provide us with sufficient evidence to give reasonable assurance that the financial statements are
free from material misstatement, whether caused by fraud or other wregulanty or error  In forming our opinion we also
evaluated the overall adequacy of the presentation of information 1n the financial statements

Page 15




Tristel plc Annual Report & Financial Statements 2007

Report of the Independent Auditors to the Members of
Tristel ple

Opinion

In our opinion

- the financial statements give a true and fair view, 1n accordance with Internanional Financial Reporting Standards as
adopted for use in the European Umion, of the state of affawrs of the company and the group as at 30 June 2007 and of
the profit of the group for the year then ended,

- the financial statements have been properly prepared in accordance with the Companies Act 1985, and

- the information given in the Report of the Directors 1s consistent wath the financial statements

ut_JJ‘f’ Chsendles

Hedges Chandler

Chartered Accountants - Registered Auditors
Hamlet House

366-368 London Road

Westclhiff-on-Sea

Essex

S$S0 THZ

Date Zq"o 07

Note:

The maintenance and mtegrity of the Tristel plc web site is the responsibility of the directors, the work carried out by
the auditors does not involve consideranon of these matters and accordingly, the auditors accept no responsibility for
any changes that may have occurred to the financial statements since they were imitially presented on the web site

Legislation m the Umited Kingdom goverming the preparation and dissemination of financial statements may differ from
legislatton 1n other jurisdictions
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Consolidated income statement
For the year ended 30 June 2007

Year ended Year ended
30 June 30 June
2007 2006
Note £000 £000
Revenue 5,148 3,746
Cost of sales (1,943) (1,709)
Gross Profit 3,205 2,037
Other operating income 20 16
Administrative expenses — share based 30 -
payments ([FRS2)
Administrative expenses — depreciation and (206) (168)
amortisation
Admmistrative expenses — other (1,859) (1,201)
Total administrative expenses (2,095} (1,369)
Operating profit before exceptional item 1,130 684
Exceptional item 4 (349) -
Operating profit 781 684
Fiance income 5 7 35
Finance costs 5 (1) -
Net finance income 6 35
Profit before tax 787 719
Taxation 7 (236) 213)
Profit for the year 551 506
Attributable to:
Equity holders of parent 551 506
Earmings per share from continuing
operations
Basic — pence 10 230 212
Diluted - pence 10 226 209

All amounts relate to continuing operations There are no recognised gans or losses other than the profits shown above

The notes form part of these financial statements
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Consolidated statement of recogmised income and expense
For the year ended 30 June 2007

2007
Note £000
Profit for the year 551
TOTAL RECOGNISED INCOME AND
EXPENSE FOR THE YEAR 551
Attributable to:
Equity holders of the parent 551

2006
£°000
506

506

306

All amounts relate to continuing operations There are no recognised gains or losses other than the profits shown above

The notes form part of these financial statements
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Consolhdated Balance Sheet
As at 30 June 2007

The financial statements were approved by the Board of Directors on

b

Non-current assets

Goodwli

[ntangible assets

Property, plant and equpment
Investments

Current assets

[nventories

Trade and other receivables
Cash and cash equivalents

Total assets

Capital and reserves attributable to the
company’s equity holders
Share capital

Share premium account

Merger reserve

Retained earnings

Equity attributable to equity holders of parent

Current Liabihities

Trade and other payables

Bank overdrafts

[nterest bearing loans and borrowings
Current tax habilities

Total current habihities

Non-current hiabilities
Deferred tax habilities

Total non-current habihties
Total habibties

Total equity and habilities

P M Barnes FCCA
Finance Dhrector
29 October 2007

Note

11
i2
13

15
16
17

22
23
23
23

18
19
19

21

2007 2006
£'000 £7000
774 774
1,495 819
734 312
3,003 1,905
438 395
1,147 931
38 174
1,673 1,500
4,676 3,405
244 238
1,750 1,456
478 478
158 (167)
2,630 2,005
1,369 825
165 54
100 204
230 192
1,864 1,275
182 125
182 125
2,046 1,400
4,676 3,405

29 October 2007, and were signed on 1ts behalf

The notes form part of these financial statements
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Company Balance Sheet
As at 30 June 2007

The financial statements were approved by the Board of Directors on

by

Non-current assets
Intangible assets

Property, plant and equipment
Investments

Current assets
Trade and other receivables
Cash and cash equivalents

Total assets

Capital and reserves attributable to the
company’s equity holders
Share capital

Share premium account
Retained earnings
Equity attributable to equity holders of parent

Current habihties

Trade and other payables

Bank overdrafts

Interest bearing loans and borrowings
Current tax habilities

Total current habilities

Non-current habilities
Deferred tax liabilities

Total non-current habilities
Total liabilities

Total equity and habilities

P M Bamnes FCCA
Finance Director
29 October 2007

Note

12
13
14

i6
17

22
23
23

21

2007 2006
£000 £7000
995 375
1,547 1,547
2,542 1,922
358 112
- 98

358 210
2,900 2,132
244 238
1,750 1,456
371 64
2,365 1,758
255 52
15 52

- 204
228 43
498 351
37 23
37 23
535 374
2,900 2,132

29 October 2007, and were signed on its behalf

The notes form part of these financial statements
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Consohdated Cash Flow Statement
For the year ended 30 June 2007

Cash flows from operating activities
Cash generated from operating activities
Interest paid

Corporation tax paid

Net cash from operating activities

Cash flows from Investing activities
Interest recetved
Purchase of intangible assets

Acquisition of subsidiary undertaking (net of
cash)
Purchases of property, plant and equipment

Proceeds from sale of property, plant and
equipment

Net cash used 1n investing activities

Cash flows from Financing activities
Dividends paid

Net cash used 1n financing activities

Net (decrease) 1n cash and cash equivalents

Cash and cash equivalents at the beginning of the
year
Cash and cash equivalents at the end of the year

Note

2007
£000

1,243
N
(129)

1,113

7
(462)

(5455

(1,000)

(256)

(256)

(143)

(84}

(227)

The notes form part of these financial statements

2006
£000

333

(n

322

35
(105)

(1,081)
(236)
13

(1,374)

(185)

(185)

(1,237)

1,153

(84)

Page 21




Inistel ple Annual Report & Financial Statements 2007

Notes to the Consohdated Cash Flow Statement
For the year ended 30 June 2007

1 RECONCILIATION OF PROFIT BEFORE TAX TO CASH GENERATED FROM

OPERATING ACTIVITIES

2006
£000

719

2007
£000
Profit before tax 787
Adjustments for
Depreciation and impairment 119
Amortisation of intangible assets 87
Share based payments — IFRS2 30
Loss on disposal of property, plant and equipment 3
Government grants (20)
Finance costs 1
Finance income (N
1,000
Increase 1n inventories (93)
Increase 1n trade and other receivables (216)
Increase/(decrease) in trade and other payables 552
Cash generated from operating activities 1,243

2 CASH AND CASH EQUIVALENTS

The amounts disclosed on the cash flow statement 1n respect of cash and cash equivalents are 1n respect of these

balance sheet amounts

Year ended 30 June 2007

Cash and cash equivalents
Bank overdrafts
Shareholders loans

Year ended 30 June 2006

Cash and cash equivalents
Bank overdrafts
Shareholders loans

30 June 1 July
2007 2006
£000 £°000
38 174
(165) (54)
(100) (204)
(227 (84}
30 June b July
2006 2005
£000 £000
174 1,212
(54) (59)
(204) -
(84) 1,153
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Company Cash Flow Statement
For the year ended 30 June 2007

Cash flow from operating activities
Cash generated from operating activities
Movement in group company balances
Corporation tax paid

Cash flows from Investing activities
Purchase of intangible assets

Acquisition of subsidiary undertaking (net of
cash)
Interest received

Net cash used in investing activities
Cash flows from Financing activities
Diwvidends paid

Net cash used in financing activities

Increase/(Decrease) 1n cash and cash
equivalents

Cash and cash equivalents at the beginming of
the year

Cash and cash equivalents at the end of the year

Note

2007
£000

2006
£°000

(121)

(10)

(131)

(6)
(1,082)

34

(256)

(1,054}

(256)

(185)

143

(158)

(185)

{s)

(1,370)

1,212

The notes form part of these financial statements

(158)
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Notes to the Company Cash Flow Statement
For the year ended 30 June 2007

1  RECONCILIATION OF PROFIT BEFORE TAX TO CASH GENERATED FROM OPERATING

ACTIVITIES
2007 2006
£°000 £°000
Profit before tax 732 172
Depreciation charges 29 74
Share based payments — [FRS 2 30 -
Finance income (6) (34)
785 212
Increase n trade and other receivables (90) (49)
Increase/(decrease) in trade and other payables 15 (284)
Cash generated from operating activities 710 (121)

2 CASH AND CASH EQUIVALENTS

The amounts disclosed on the cash flow statement in respect of cash and cash equivalents are in respect of these
balance sheet amounts

30 June 1 July

2007 2006

Year ended 30 June 2007 £°000 £000
Cash and cash equivalents - 98
Bank overdrafts (15) (52)
Shareholders loans - (204)
(15) (157}

30 June 1 July

2006 2005

Year ended 30 June 2006 £2000 £7000
Cash and cash equivalents 98 1,212
Bank overdrafts (52) -
Shareholdets loans (204) -
(158) 1,212

The notes form part of these financial statements
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Notes to the Consohdated Financial Statements
For the year ended 30 June 2007

1

ACCOUNTING POLICIES

Basis of accounting

These financial statements have been prepared in accordance with International Financial Reporting Standards
(*IFRS’) as adopted by the European Commission These will be those International Accounting Standards,
International Financial Reporting Standards and related interpretaions (SIC-1FRIC interpretations), subsequent
amendments to those standards and related interpretations, future standards and related interpretations issued or
adopted by the IASB that have been endorsed by the European Commussion Thts process 1s ongoing and the
Comnusston has yet to endorse certain standards 1ssued by the [ASB

Basis of consohidation
The group financial statements consolidate the accounts of Tristel ple for the year ended 30 June 2007 and of its
subsidiary undertakings for the year ended 30 June 2007

On 5 June 2006 the group acquired the whole of the 1ssued share capual of Vernagene Limited and 1ts name was
changed to Tostel Technologies Limited on 28 June 2006 The acquisttion of this company has been accounted
tor using purchase accounting principles n accordance with International Financial Reporting Standard 3 The
Tristel Technologies Limited results have been incorporated for the period of ownership

Revenue recognition

Turnover 15 the amount receivable by the group in the ordinary course of business with outside customers for
goods shipped as a principal and for services provided, excluding value added tax and trade discounts Product
revenue 1s recognised upon shipment of product and service income 1s recognised upon the relating services
having been completed or over the term of the contract where relevant

Goodwill

Goodwill anising on consolidation represents the excess of the cost of acquisinon over the Group’s interest in the
farr value of the 1denuifiable assets and labilities of a subsidiary at the date of acquisition Goodwill 1s mitially
recognised as an asset at cost and 1s subsequently measured at cost less any accumulated impairment losses
Goodwill which 15 recognised as an asset 1s reviewed for impairment at least annually Any impairment 1s
recognised tmmediately 1n profit or loss and 15 not subsequently reversed

For the purpose of imparrment testing, goodwill 1s allocated to each of the Group’s cash-generating umits
expected to benefit from the synergies of combination Cash-generating umts to which goodwill has been
allocated are tested for impairment annually, or more frequently where there 1s an indication that the unit may be
impaired If the recoverable amount of the cash-generating unit 1s less than the carrying amount of the unit, the
impairment loss 1s allocated first to reduce the carrying amount of any goodwill allocated to the unit and then to
other assets of the unit pro-rata on the basis of the carrying amount of each asset in the unit An impairment loss
recognised for goodwill 1s not reversed 1n a subsequent period

Intangible fixed assets - patents, trademarks and hicences
Patents, trademarks and hicences that are acquired by the Group are stated at cost less accumulated amortisatien
and impairment losses

Amertisation 1s charged to the income statement on a straight line basis over estimated useful hives of intangible
assets

Intangible assets are tested for impairment if there 1s indication of impairment Intangible assets are amortised
from the date they are brought into use The estimated useful hfe of the 1dentified mtangible assets 1s ten years
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Notes to the Consolidated Financial Statements - continued
For the year ended 30 June 2007

ACCOUNTING POLICIES - continued

Intangible fixed assets - research and development

Research expenditure 15 written off as incurred Development expenditure 15 also wnitten off, except where the
directors are satisfied as to the technical, commercial and financial feasibility of individual projects In such
cases the identifiable expenditure 1s deferred and amortised over the period during which the Group 1s expected
to benefit Provision 1S made for any impairment

Property, plant and equipment
Depreciation 15 provided at the followmng annual rates in order to write off each asset over its estimated useful
life

Short leasehold and improvements

to property - Straight line over the lease term
Plant and machinery - 33% on cost and
20% on cost
Fixtures and fittings - 25% on cost and
20% on cost
Motor vehicles - 25% on cost

Impairment of tangible and intangible assets excluding goodwill

At each balance sheet date, the Group reviews the carrying amount of s tangibles and intangible assets to
determine whether there 1s any indication that those assets have suffered an impairment loss If any such
mdication exists, the recoverable amount of the asset 1s estimated in order to determine the extent of the
impairment loss (1f any) Where the asset does not generate cash flows that are independent from other assets,
the Group estimates the recoverable amount of the cash-generating umt to which the asset belongs

Recoverable amount 15 the higher of fair value less costs to sell and value in use In assessing value in use, the
estimated future cash flows are discounted to their present value using a pre-tax discount rate that reflects
current market assessments of the time value of money and the nisks specific to the asset for which the estimates
of future cash flows have not been adjusted

If the recoverable amount of an asset (or cash-generating unit) 1s estimated to be less than its carrying amount,
the carrying amount of the asset (or cash-generating unit) 1s reduced to its recoverable amount An impairment
loss 1s recognised as an expense immediately, unless the relevant asset 1s carried at a revalued amount, in which
case the impairment loss 1s treated as a revaluation decrease

Inventories

Inventories are valued at the lower of cost and net realisable value Cost includes materials and direct labour
Net realisable value 1s based on estimated selling price, less further costs expected to be incurred to completion
and disposal Provision i1s made for obsolete and slow moving and defective items where applicable
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Notes to the Consolhdated Financial Statements - continued
For the year ended 30 June 2007

1

ACCOUNTING POLICIES - continued

Taxation

The charge for current tax is based on the results for the year as adjusted for items, which are non-assessable or
disallowed It 15 calculated according to local tax rules, using tax rates enacted or substantively enacted by the
balance sheet date

Deferred tax 15 accounted for using the balance sheet method in respect of temporary differences ansing from
differences between the carrying amount of assets and labilities n the financial statements and the
corresponding tax basis used n the computation of taxable profit In principle, deferred tax habiliies are
recogmsed for all taxable temporary differences and deferred tax assets are recognised to the extent that it 1s
probable that taxable profits will be available against which deductible temporary differences can be vtihised
Such assets and liabilities are not recogmised 1f the temporary difference arises from goodwill, negative goodwill
nor from the acquisition of an asset, which does not affect either taxable or accounting income

Deferred tax Liabilities are recognised for taxable temporary differences arising on investments in subsidiares,
except where the group 1s able to control the reversal of the temporary difference and it 1s probable that the
temporary difference will not reserve in the foreseeable future

Deferred tax 15 calculated at the tax rates that are expected to apply to the period when the asset 1s realised or the
hability 1s settled Deferred tax 1s charged or credited n the income statement, except when 1t relates to 1tems
credited or charged directly to equity, in which case the deferred tax s also dealt with in equity

Foreign currencies

Transactions in foreign currencies are recorded at the rate of exchange at the date of the transaction Monetary
assets and liabilities denommated n foreign currencies at the balance sheet date are reported at the rates of
exchange prevailing at that date

Government grants

Government grants relating to caprtal expenditure are treated as deferred income and released to the income
statement over the expected useful lives of the assets concerned Grants of a revenue nature are credited to the
mncome statement so as to match them with the related expenditure to which they relate

Share based payments

In accordance with IFRS 2 the fair value of equity-settled share-based payments to employees 15 determined at
the date of grant and 1s expensed on a straight-lime basis over the vesting pertod on the Group's estimate of
shares or options that will eventually vest In the case of options granted, the fair value 1s measured by a Black-
Scholes pricing model Further details are set out 1n note 21

Borrowing costs
Costs are charged to the income statement as incurred
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Notes to the Consohidated Financial Statements - continued
For the year ended 30 June 2007

1

ACCOUNTING POLICIES - continued

Adopted IFRSs not yet applied

The IFRS adopted by the EU apphied by the Group in the preparation of these financial statements are those that
were effective at 30 June 2007 The following Adopted IFRSs were available for early adoption but have not
been applied by the Group 1n these financial statements

Endorsed
e Amendment to IAS 1 Presentation of financial statements

o IFRS 7 Financral Instruments Disciosures, apphcable for the year commencing | July 2007

¢ IFRIC 8 Scope of IFRS 2, applicable for the year commencing | July 2007

o IFRIC 9 Reassessment of embedded derivatives, applicable for the year commencing 1 July 2007
Unendorsed

e IFRS 8 Operating Segments, applicable for the year commencing 1 July 2009
e IFRIC 10 fnterim financial reporting and impairment apphicable for the year commencing 1 July 2007
e IFRIC |1 Group and Treasury share transactions applicable for the year commencing 1 July 2007
o IFRIC 12 Service concession arrangements, applicable for the year commencing | July 2008
These amendments and the new standard are not expected to impact the Group sigmificantly, however,
additional disclosure may be required

SEGMENTAL ANALYSIS
For management purposes, the group reports its entire activities as one busimess Accordingly, the Directors
consider there to be only one reportable segment, being the development, manufacture and distribution of

products utihsing the group’s core chlorine dioxide technologies

An analysis by geographic area stated by customer destination 15 as follows

2007 2006
£000 £000
United Kingdom 4,970 3,710
Rest of the World 178 36
5,148 3,746

EMPLOYEES AND DIRECTORS
30 June 30 June
2007 2006
£000 £000
Wages and salaries 955 554
Social security costs 78 60
Other pension costs 32 29
Share based payments — IFRS 2 30 -
1,095 643

The charge to Share based payments 1n accordance with IFRS 2 arises from transactions accounted for as
equity-settled share based payments
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Notes to the Consolidated Financial Statements - continued
For the year ended 30 June 2007

-
I

EMPLOYEES AND DIRECTORS - continued
The average monthly number of employees during the year was as follows

2007 2006
Directors 2 2
Non-executive directors 3 3
Sales and marketing 11 7
Administration 13 4
Production 2 -
31 16
2007 2006
£000 £000
Directors’ emoluments 242 219
Aggregate pension contributions to money
purchase schemes 18 18
The number of directors to whom reurement benefits were accruing was as follows
Number Number
Money purchase schemes 2 2
Informatton regarding the highest paid director 1s as follows
2007 2006
£000 £000
Emoluments 141} 119
Aggregate contributions to money purchase
schemes 12 12
Key management compensation
2007 2006
£000 £000
Salaries and short-term employee benefits 269 243
Post-employment benefits 18 18
Share based payments — [FRS 2 6 -
293 261
The key management figures given above include directors
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Notes to the Consolidated Financial Statements - continued
For the year ended 30 June 2007

4

EXCEPTIONAL ITEM

The non-recurring cost relates to an agreement, reached in June 2007, with a company engaged n the Umited
Kingdom endoscopy market to end an informal arrangement that had operated since 2002 This arrangement
had assisted both compames to establish market leading positions n their respective business areas In
endoscopy

The company agreed to make a one off ex-gratia settlement m the amount of £349 280 (together with associated
costs) to bring the arrangement to a close The informal arrangement had previously cost the Company
£777,802 from the date 1t commenced to the end of the financial year

NET FINANCE INCOME 2007 2006
£000 £°000
Finance income

Deposit account mterest 6 34

Staff loan nterest l 1

Other income - -
7 35

Finance costs

Bank interest | -

Net finance income 6 35
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Notes to the Consolidated Financial Statements - continued
For the year ended 30 June 2007

6 PROFIT BEFORE TAX
The profit before tax 1s stated after charging/(crediting) 2007 2006
£000 £ 000
Cost of inventories recogmised as expense 1,973 1,709
Deprectation - owned assets 119 46
Loss on disposal of fixed assets 4 5
Patents and licences amortisation 30 74
Development costs amortisation 57 47
Auditors’ remuneration 42 20
Foreign exchange differences - 1
Operaung lease rentals - land and buildings 38 15
- vehicles and equipment 8 11
Research costs expensed 30 59
A more detailed analysis of auditors’ remuneration 1s provided below
2007 2006
£000 £'000
Audit services
- audit of these financial statements 9 7
- audit of financial statements of subsidiaries 30 11
Non-audit fees — taxation services
- Parent company 1 1
- Subsidiartes 2 1
42 20
7 TAX
The taxation charge represents:
2007 2006
£000 £7000
Current taxation
Corporation tax 189 184
Adjustment in respect of earlier years (L0) -
Total current tax 179 184
Deferred tax
Orniginauion and reversal of temporary differences 57 29
Deferred tax 57 29
Total tax charge in income statement 236 213
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Notes to the Consohdated Financial Statements - continued
For the year ended 30 June 2007

7 TAX — continued

Factors affecting the tax charge

The tax assessed for the year 1s lower than the standard rate of corporation tax m the UK The difference 1s

explained below

Profit on ordinary activities before tax

Profit on ordinary activities
multiplied by the standard rate of corporation tax
in the UK of 30% (2006 - 30%)

Effects of

Expenses not deductible for tax purposes

Timing differences in capital allowances and depreciation
Dafferent rate tax bands and change 1n tax rates

Enhanced relief on qualifying scientific research expenditure
Adjustment in respect of prior years

Total tax charge for year

8 PARENT COMPANY INCOME STATEMENT

2007 2006
£'000 £000
786 719
236 216

3

@)

(2) (4)
(10) -
236 213

As permitted by Section 230 of the Companies Act 1985, the profit and loss account of the parent company 15
not presented as part of these financial statements The parent company’s profit for the financial year was

£533,179 (2006 - £120,218)

9 DIVIDENDS

Amounts recognized as distributions to equity holders 1n the
year

Ordinary shares of 1p each

Final dividend for the year ended 30 June 2006 of
0 725p (20035 — 0 50p) per share

Interimm dividend for the year to 30 June 2007 of
0 35p (2005 — 0 275p) per share

Proposed final dividend for the year ended 30 June 2007
Of 1p (2006 — 0 725p) per share

2007 2006
£000 £0600
173 119
83 66
256 185
244 173

The proposed final dividend 1s subject to approval by shareholders at the forthcoming Annual General Meeting

and has not been included as a liabihity in the financial statements
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10

EARNINGS PER SHARE

The calculations of earnings per share are based on the following profits and numbers of shares

2007 2006
£'000 £000
Retained profit for the financial year attributable to the
Equity holders of the parent 551 506
Shares Shares
000 ‘000
Weighted average number of ordinary shares for the
purpose of basic earnings per share 23,973 23,837
Effect of dilutive potential ordinary shares
Share Options 353 359
Purpose of diluted earmnings per share 24,328 24,196
Earmings per ordinary share
Basic 230p 212p
Diluted 226p 209

The calculation of the weighted average number of shares 1s based on the number of shares in 1ssue during the
years ending 30 June 2007 and 2006 The calculation of diluted earnings per share includes outstanding options

on 522,500 ordinary shares at 30 June 2007

11 GOODWILL
Group — Current year
£000
COST
At 1 July 2006 774
Additions -
At 30 June 2007 774
NET BOOK YALUE
At 30 June 2007 774
At 30 June 2006 774
Group- Prior year
£000

COST
At 1 July 2005 -
Additions 774
At 30 June 2006 774
NET BOOK VALUE
At 30 June 2006 774
At 30 June 2005 -
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11

GOODWILL - continued

The acquired goodwill in respect of Tristel Technologies Lumited was tested for impairment n accordance with
1AS 36 and for this purpose the acquisition was 1dentified as a single cash-generating unit (CGU) The value of
goodwill as at 30 June 2007 was evaluated by reference to actual performance against forecasted projections
prepared for the CGU prior to the acquisition In the opmion of the directors no goodwill impairment was

considered necessary as projections had been exceeded by actual performance

Company

The company has no goodwilt to account for

12 INTANGIBLE ASSETS
Group - Current year Patents and  Development
licences costs Totals
£000 £000 £°000
COST
At 1 July 2006 712 484 1,196
Additions 649 114 763
A1 30 June 2007 1,361 598 1,959
AMORTISATION
At 1 July 2006 330 47 377
Amortisation for year 30 57 87
At 30 June 2007 360 104 464
NET BOOK VALUE
At 30 June 2007 1,001 494 1,495
At 30 June 2006 382 437 §19
Group - Prior year Patents and Development
licences costs Totals
£000 £000 £°000
COST
At | July 2005 699 384 1,083
Additions 6 100 106
Acqusition of subsidiary 7 - 7
A1 30 June 2006 712 484 [,196
AMORTISATION
At 1 July 2005 256 - 256
Amortisation for year 74 47 121
At 30 June 2006 330 47 377
NET BOOK VALUE
At 30 June 2006 382 437 819
At 30 June 2005 443 384 827
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12

INTANGIBLE ASSETS - continued
Company — Current year
Patents
and
licences
£000
COST
At 1 July 2006 705
Additions 649
At 30 June 2007 1,354
AMORTISATION
At 1 July 2006 330
Amortisation for vear 29
At 30 June 2007 350
NET BOOK VALUE
At 30 June 2007 995
At 30 June 2006 375
Company — Prior year
Patents
and
licences
£°000
COST
At 1 July 2005 699
Additions 6
At 30 June 2006 705
AMORTISATION
At 1 July 2005 256
Amortisation for year 74
At 30 June 2006 330
NET BOOK VALUE
At 30 June 2006 375
At 30 June 2005 443

The company acquired certain manufacturing nghts in April 2007 This acquired intellectual property was tested
for impairment 1n accerdance with 1AS 36, for this purposes the value of intellectual property was evaluated by
reference to increased gross margins that will anse as a result of cost savings 1n the manufacturing process
through the acquisinion of these nights No depreciation was provided on this asset n the current financial year,
since the transfer of manufacturing capability only completed just prior to the vear end In the opimon of the
directors no tmpairment was considered necessary as the cost savings expected through the acquisition of the
manufacturing rights will continue to accrue to the company
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13 PROPERTY, PLANT AND EQUIPMENT

Group — Current year Improvements
Short to Plant and
leasehold property machmery
£000 £000 £000
COST
At 1 July 2006 7 21 302
Additions 47 154 186
Disposals (7} - -
At 30 June 2007 47 175 488
DEPRECIATION
At 1 July 2006 3 7 119
Charge for year 1 9 6l
Eliminated on disposal (3) - -
At 30 June 2007 ] 16 180
NET BOOK VALUE
At 30 June 2007 46 159 308
At 30 June 2006 4 14 183
Group — Current year
Fixtures
and Motor
fittings vehicles Totals
£000 £000 £000
COST
At 1 July 2006 72 99 501
Additions 114 44 545
Disposals - - (7)
At 30 June 2007 186 143 1,039
DEPRECIATION
At 1 July 2006 43 17 189
Charge for year 21 27 119
Elimwnated on disposal - - (3)
At 30 June 2007 64 44 305
NET BOOK VALUE
At 30 June 2007 122 59 734
At 30 June 2006 29 82 312
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{3 PROPERTY, PLANT AND EQUIPMENT - continued

Group - Prior year Improvements
Short to Plant and
leasehold property machinery
£°000 £000 £000
COST
At 1 July 2005 7 16 17 .
Addrtions - 5 133 |
Acquisition of subsidiary - - 152 '
Disposals - - -
At 30 June 2006 7 21 302
DEPRECIATION
At 1 July 2005 3 3 15
Charge for vear - 4 9
Acquisition of subsidiary - - 95
Eliminated on disposal - - -
At 30 June 2006 3 7 119
NET BOOK VALUE
At 30 June 2006 4 14 183
At 30 June 2005 4 i3 2
Group - Prior year
Fixtures
and Motor
fittings vehicles Totals
£000 £:000 £°000
COST
At 1 July 2005 64 47 131
Additions 10 87 235
Acquisition of subsidiary - - 152
Disposals 2) (35) (37)
At 30 June 2006 72 99 501
DEPRECIATION
At 1 July 2005 31 15 67
Charge for year 14 20 47
Acquisition of subsidiary - - 95
Eliminated on disposal (2) {18) (20)
At 30 June 2006 43 17 189
NET BOOK VALUE
At 30 June 2006 29 82 312
At 30 June 2003 33 32 84

Company

There are no tangible fixed assets held by the company
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14

INVESTMENTS

Company — Current year Shares in
group

undertakings

£000

COST

At 1 July 2006

and 30 June 2007 1,547

NET BOOK VALUE

At 30 June 2007 1,547

At 30 June 2006 1,547

Company — Prior year Shares in
group

undertakings

£000

COST

At 1 July 2005

and 30 June 2006 1,547

NET BOOK VALUE

At 30 fune 2006 1,547

At 30 June 2005 1,547

Company

The group or the company's mvestments at the balance sheet date in the share capital of companies include the

following

Subsidianes

Tristel Solutions Limited

Nature of business Supply of infection control products

%
Class of shares holding
Ordinary 100 00
2007 2006
£000 £000
Aggregate capital and reserves 737 687
Profit for the year 50 361
Tristel Technologies Limited
Nature of business Supply of water purification products
%
Class of shares holding
Ordinary 100 00
2007 2006
£000 £°000
Aggregate capital and reserves 302 333
{Loss)/Profit for the year (32) 197
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15

17

INVENTORIES
Group
2007 2006
£'000 £ 000
Raw materials 443 198
Work-in-progress - 95
Finished goods 40 102
488 395
The company has no inventories
TRADE AND OTHER RECEIVABLES
Group Company
2007 2006 2007 2006
£000 £7000 £000 £'000
Current
Trade receivables 779 710 - -
Amounts owed by group undertakings - - 186 30
Other debtors 86 43 39 28
VAT 14 14 14 14
Prepayments and accrued income 268 159 119 40
1,147 931 358 112

No allowance has been made for estimated rrecoverable amounts from the sale of goods This position has been
determined by reference to past default experience

The directors consider that the carrying amount of trade and other recervables approximates to their fair value
The credit nisk on the group 1s primarily attributable to its trade receivables The amounts n the balance sheet
are net of allowances for doubtful receivables An allowance for impairment has been made where there was an
identifiable loss event which, based on previous experience, was evidence of a reduction 1n recoverability of the
cash flows

CASH AND CASH EQUIVALENTS

Group Company

2007 2006 2007 2006

£'000 £000 £°000 £7000
Cash in hand 3 ] - R
Short term deposits - 9] - 9]
Money market deposits - 7 - 7
Bank accounts 35 75 - -
38 174 - 98

Cash and cash equivalents compnise cash held by the group and short term bank deposits with an original
maturity of three months or less The carrying amount of these assets approximates to their fair value

The credit risk on the group's principal financial assets, cash and bank balances and trade and other receivables
has been assessed Credit risk on hquid funds and financial instruments 1s imited because the holders are banks
with hugh credit ratings assigned by international credit rating agencies
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18 TRADE AND OTHER PAYABLES

Group Company
2007 2006 2007 2006
£000 £°000 £'000 £000
Current
Trade payables 566 401 57 36
Amounts owed to group undertakings - - 188 -
Social security and other taxes 123 126 - -
Invoice discounting creditor 405 - - -
Accruals and deferred income 275 298 10 16
1,369 825 255 52
19 FINANCIAL LIABILITIES - BORROWINGS
Group Company
2007 2006 2007 2006
£'000 £7000 £000 £000
Current
Bank overdrafts 165 54 15 52
Other loans 100 204 204
265 258 15 256
Terms and debt repayment scheduie
Group Company
2007 2006 2007 2006
1 year or | year or 1 year or 1 year or
less less less less
£000 £000 £000 £000
Bank overdrafis 165 54 15 52
Other loans 100 204 - 204
265 258 15 256
Borrowings are arranged at floating rates thus exposing the company to cash flow interest rate nsk The
directors consider that the borrowings are shown at their fair values
20 LEASING AGREEMENTS
Group
Non-cancetlable operating
leases
2007 2006
£000 £000
Within one year 92 -
Between one and five years 389 21
In more than five years 393 27
874 48
Company
The company has no lease agreements
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21 DEFERRED TAX
Group
2007 2006
£000 £°000
Balance at 1 July 125 97
Profit and loss account charge 57 29
Acquisition of subsidiary - (1)
Balance at 30 June 182 125
Company
2007 2006
£000 £000
Balance at 1 July 23 15
Profit and loss account charge i4 8
Balance at 30 June 37 23
Group
Deferred tax habihties Accelerated
tax
depreciation Other Total
£000 £000 £000
Balance at 1 July 2006 150 - 150
Charged to profit and loss account 51 - 51
Balance at 30 June 2007 201 - 20!
Deferred tax assets Tax losses Other Total
£000 £000 £000
Balance at 1 July 2006 - 25 25
Charged to profit and loss account - (6) (6)
Balance at 30 June 2007 - 19 19
Net deferred tax hability
Balance at 30 June 2007 182
Balance at 30 June 2006 125
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22

CALLED UP SHARE CAPITAL

Authorised

Number Class Nomunal 2007 2006
value £ £

60,000,000 Ordinary Ip 600,000 600,000

Allotted, 1ssued and fully paid

Number Class Nominal 2007 2006
value £ £

24,442 880 Ordinary Ip 244,429 238,368

(2006 - 23 836 820)

The following fully paid shares were allotted during the year at a premium as shown below

606,060 Ordinary shares of Ip each at 49 5p per share as part of the total consideration of £600,000 to
acquire certain manufacturing rights and know-how, the remaining £300,000 being settled in cash
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22 CALLED UP SHARE CAPITAL - continued

Share based payments

During the year ended 30 June 2007 the company had four share based payment arrangements, which are

described below -

Type of arrangement

Date of grant

Share price at grant date
Exercise price

Number of employees
Number of shares under
option

Vesting period (from date
of grant)

Contractual hife (years)
Expected volatility
Expected life from vesung
(years)

Risk free rate

Expected dividend yield
Possibility of ceasing
employment before
vesting

Fair value per option -
25% Immediate

25% 1n 12 months

25% 1n 24 months

25% in 36 months

Senior management
share option plan

23 December 2005

45p
59 5p
l

250,000
25% Immediate
25% 1n 12 months
25% 1n 24 months

General employee
share option plan

23 December 2005
45p
53 75p
8

630,000
25% Immediate
25% n 12 months
25% o 24 months

25% 1n 36 months  25% 1n 36 months
10 10
20% 20%
3 3
4 6% 4 6%
22% 22%

- 25%
2129 3374p
2 894p 4 586p
3 563p 5647p
4 153p 6 582p

General employee
share option plan

9 February 2006

45p
53 75p
2

45,000

25% Immediate
25% 1n 12 months
25% n 24 months
25% 1n 36 months

10
20%

3
4 6%
22%
50%

3482p
4 680p
5729
6 655p

General employee
share option plan

25 May 2007
62 5p
53 75p
2

240,000
23% Immediate
25% in 12 months
25% 1n 24 months
25% n 36 months

10
27%

3
5%
24%
50%

1 660p
1810p
1 940p
2 040p

The expected volatility 15 based on historical volatility over the past two years (taking account of the short
dividend history) The expected hfe 15 the average expected period to exercise The nisk free rate of return 1s the

yield on zero-coupon UK government bonds of a term consistent with the assumed option lhife

A reconciliatton of option movements over the year to 30 June 2007 1s shown below -

2007 2006
Number Weighted Number Weighted
average average

EXETCISE price EXETCISE Price

Qutstanding at { July 2006 925,000 5530p - -
Granted 240,000 33 75p 925,000 55 30p

Forfeited - - - -

Exercised - - . }
Outstanding at 30 June 2007 1 165,000 54 98p 925,000 55 30p
Exerctsable at 30 June 2007 522,500 35 13p 231,250 3530p
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22 CALLED UP SHARE CAPITAL - continued
No options were exercised during the current or previous year

in the opmion of the directors the total charge to date relating to employee share based payment plans, in
accordance with IFRS 2, was £29,941 all of which related to equity-settled share based payment transactions
Of the total charge £17,452 relates to earlier periods which was not considered signtficant in those periods

23 RESERVES

Group

Retained Share Merger

earnmgs premium reserve Totals

£7000 £000 £°000 £000
At 1 July 2006 {167) 1,456 478 1,767
Profit for the year 551 551
Dividends (256) (256)
Share 1ssue - 294 - 294
Share based payments — IFRS 2 30 - - 30
At 30 June 2007 158 1,750 478 2,386
Company

Retained Share
earnings premium Totals
£'000 £000 £000

At 1 July 2006 64 1,456 1,520
Profit for the year 533 533
Dividends (256) (256)
Share 1ssue — acquisition of mtangibles - 294 294
Share based payments — IFRS 2 30 - 30
At 30 June 2007 371 1,750 2,121

24 RECONCILIATION OF MOVEMENT IN TOTAL EQUITY

Called
up Share

share premium Merger Retained

Capital account reserve earnings Totals

£000 £000 £'000 £000 £000
Balance at 1 July 2005 238 1,456 478 (488) 1,684
Total recognised income and - - - 506 506
expenses
Dividends paid - - - (185) (185)
Balance at 30 June 2006 238 1,456 478 (167) 2,005
Total recogrused mcome and - - - 551 551
expenses
Dividends paid - - - (256) (256)
Issue of shares 6 294 - - 300
Share based payments — IFRS 2 - - - 30 30

244 1,750 478 158 2,630
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25

26

RELATED PARTY DISCLOSURES

Transactions between the Group and Bruce Green

Under the terms of a technology licence agreement between the Group and Bruce Green, a shareholder in the
Company, royalues of £170,275 (2006 £145,583) were paid during the year to Bruce Green Limited, a private
company corporated in England and Wales, owned by Mr Green

Transactions between the Group and Tom Allsworth

Under the terms of a supply agreement between the Group and Medichem, a private company incorporated 1n
England and Wales, in which Mr Tom Allsworth, a shareholder in the Company, 1s a director and shareholder,
monies totalling £479,466 (2006 nil) were paid during the year

Transactions between the Group and Francisco Soler

On 20 June 2007 the company received a short term loan of £100,000 from World Fimancial Trading
Corporation, repayable by 20 September 2007 and therefore outstanding as at 30 June 2007 The director and
shareholder of this company Mr Francisco Soler 1s a director of World Financial Trading Corporation, a
member of the Financial Industry Regulatory Authonty (FINRA) in the United States of America

Transactions between the Parent and subsidiary companies
During the year the company charged its subsidiary companies, Tristel Solutions Limited and Tristel
Technologies Limited £460,000 and £400,000 respectively, in respect of management fees

As at the year end the company was owed £186,358 (2006 £30,101) by 1ts subsidrary company Tristel Solutions
Limited, in respect of inter-group transactions

Also as at the year end the company owed £187,941 (2006 nil) to its subsidiary company Tristel Technologies
Limited, in respect of inter-group transactions

Transactions between the Company and 1ts subsidiaries, which are related parties, have been eliminated on
consclidation and are not disclosed in this note Transactions between the Company and its subsidiaries are
disclosed in each undertakings financial statements

Transactions with directors

During the year to 30 June 2006, Paul Swinney, a director of the Company, was granted an option over 250,000
of the company's 1p ordinary shares, this option 1s at a price of 59 5p and 1s exercisable at any time up to 22
December 2015

RECONCILIATION OF MOVEMENTS IN EQUITY

Group

2007 2006

£000 £000
Profit for the financial year 551 506
Dividends (256) (185)

295 321

New share capital subscribed 300 -
Share option costs 30 -
Net addition to equity 625 321
Opening equity 2,005 1,684
Closing equity 2,630 2,005
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26 RECONCILIATION OF MOVEMENTS IN EQUITY - continued

Company

2007 2006

£'000 £000
Profit for the financial year 533 120
Dhividends {256) (185)

277 (65)

New share capital subscribed 300 -
Share option costs 30 -
Net addition/ (reduction) to equity 607 (65)
Opening equity 1,758 1,823
Closing equity 2,365 1,758
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