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Thermal Ceramics UK Limited
Annual report and financial statements
Registered Number 00890443

For the year ended 31 December 2022

Strategic report

Principal activities
The principal activities of Thermal Ceramics UK Limited ("the Company") are the sale of specialist thermal ceramic materials for a variety of markets. There have not
been any significant changes in the Company’s principal activities in the year under review.

Financial Performance

Turnover has decreased from 2021 by 4.6% with sales of £11,099,000 being made in 2022 compared to £11,631,000 in 2021. This is largely due to a change in
approach at the beginning of 2022 with one of the Company’s customers whereby sales are now made directly from the country where stock is located, rather than

through Thermal Ceramics UK Limited regardless of location, which was the case in 2021. The total impact of this change in 2022 was £800,000. Sales into Europe

(including the UK) remain the core of the Company’s territories at 96.0% (2021: 98.6%). Operating loss of £697,000 (2021: £148,000) shows an increase of £549,000

for the year. This is prominently due to a decrease in sales for the year. The Company made a loss after tax of £497,000 for the year of 2022 compared to a profit of

£9,168,000 in 2021. In 2021 the Company sold its 35% equity stake in Jemmtec Ltd of £14,182,000, recognising a gain of £9,682,000 relating to this transacti

Debtors have increased from 2021 by 8.7% to £23,206,000. This is predominantly due to increased recharges to group undertakings for costs incurred by the
Company on behalf of other group companies. Creditors falling due within one year have increased to £15,657,000 in 2022 compared to £4,948,000 in 2021. This is
due to a recharge of lump sum defined benfit pension contributions made by group undertakings in December 2022, as referred to in the principal risks and
uncertainties section of this report and detailed in note 20. Creditors falling due after more than one year have increased by £1,700,000. This is due to an additional
loan of £4,700,000 being taken out from group undertakings provided as support for the Company’s cash position, offset by an existing £3,000,000 loan due to Group
undertakings now falling due within one year.

Business model

Morgan Advanced Materials pic (Morgan Group), of which the Company is a part, invests in research and development activities appropriate to the nature and size of
its operations with the aim of supporting the future development of the group in the medium to long-term. This research and development activity has resuited in a
number of improvements to existing product ranges.

The balance sheet on page 11 of the financial statements shows the Company’s financial position at the year end.
The Company continues to search for strategies to improve its future financial performance.

The Company is a member of the Morgan Group, which, from March 2016, managed its operations on a global business unit basis. For this reason, the Company's
Directors believe that further key performance indicators for the Company are not necessary or appropriate for an understanding of the development, performance or
position of the busi The performance of the Thermal Products global business unit of Morgan Group, which include the Company, is discussed in Morgan
Group’s Annual Report which does not form part of this Report.

Principat risks and uncertainties

Competitive pressure in low cost countries is a continuing risk for the Company, which could result in it Josing sales to its key competitors. To manage this risk, the
Company strives to: provide added-value products and services to its customers; respond promptly in the supply of products and services and in the handling of
customer queries; and maintain strong relationships with customers.

The Company sells products into international markets and it is thercfore exposed to currency movements on such sales. Where appropriate, the Company manages
this risk in accordance with Morgan Group Treasury policies.

The Company, in common with its competitors has faced increases in the cost of key raw materials, although purchasing policies and practices seek to mitigate these
risks, where practicable. In 2022 the Company has seen higher than anticipated levels of inflation across the UK, Europe and other markets served. To mitigate this
risk the Company has negotiated increased prices with its customers and where possible worked with suppliers to minimise price increases.

The Company is a member of Morgan Group’s multi-employer UK defined benefit pension plan. The fundmg Ievel of thls pension plan is subject to adverse change
resulting from movements in the actuarial assumptions underlying the calculation of plan liabilitics, i g g di rates and i g longevity of
plan members, as well as declines in the market value of plan investments. Significant adverse changes in the actuarial assumptions underlying the UK plan valuation
and therefore the Company’s share of any deficit-reducing contributions made into the plan could materially impact the Company’s trading results. The Company
made £9,239,000 of deficit-reducing contributions to the scheme during 2022 which were recharged from group undertakings and resulted in a net asset position of
£3,019,000 at the balance sheet date (2021: £5,664,000 deficit).

The Company has a £11,460,000 loan obligation from a group undertaking and has access to its ultimate parent company’s overdraft facility when required.

The Group risks to which Morgan Group is exposed are discussed in Morgan Group's Annual Report which does not form part of this report.
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Strategic report (continued)

Outlook

In 2022 the macro-economic environment has declined, driven by increased energy costs and inflation, increased interest rates and the continued impact of the
Ukraine/Russia conflict. The Company has seen a decline in the orderbook going into 2023 as a result of such market conditions. The Directors expect inflation to
reduce through 2023. The Company will continue to pass on inflation in higher pricing to customers and the Directors expect pricing and continuous improvement
efforts to more than offset inflation as they have in prior years. A strong focus is being piaced on increasing the orderbook.

The Morgan Group, including the Company, experienced a cyber security incident in January 2023, having detected unauthorised activity on the network. Immediate
steps were taken to contain the incident, launch incident response plans, engage specialist support services and embark on restoring systems, with the Company now
being operational.

Statement by the directors in performance of their statutory duties in accordance with s172(1) of the Companies Act 2006 (“the Act”)

The Board of Thermal Ceramics UK Limited considers that it is comprised of appropriate individuals with suitable skills and experience and the directors consider
that they have acted, both individually and together, in ways which would most likely promote the success of the company for the benefit of its members as a whole,
having regard to stakeholders and matters set out in s172 (1) (a-f) of the Act.

The Board has implemented policies and processes to inform and assist its strategic planning, management and decision-making in line with culture and values.

How the Board Takes Stakeholders Interests and Other Matters into Account

All decisions and business conducted by the Board are considered in the context of Morgan’s overriding purpose to ensure alignment with the broader Morgan Group.
During 2022 the Board reviewed the Group's key stakeholders and confirmed that they continue to be its investors, customers, employees, suppliers, pensioners and
pension trustees and communities. The key stakeholders, why they are significant, the main methods used to engage with them, and the issues of interest to the
stakeholders are set below.

Investors - those who own shares in the Company : The Directors regard Morgan Europe Holding Limited, incorporated in England and Wales, as being the
Company’s immediate parent undertaking and Morgan Advanced Materials plc, incorporated in England and Wales, the ultimate parent undertaking. It is these
companies (‘the Group') that the Directors regard as our investors as well as those individuals and organisations that own shares, or may wish to own shares, in the
ultimate parent undertaking.

Our investors provide capital for our business. We value this commitment and want to ensure investors have a deep understanding of our business, our strategy, the
market environment and our governance arrangements. It is important to us that we foster an open and transparent relationship to enable investors to make effective
investment decisions.

What is important to our investors:

» Capital gain through share price appreciation

« Capital return via dividends

« Profitability and business growth potential

* Quality of governance

* Responsibility and faimess

« Environmental, social and governance factors (ESG Factors)

We engage with our investors directly through the formal presentation of results and we use these opportunities to talk about the future and the longer-term plans for
our business. The Group also provide a dedicated section on their website which offers timely information on how we are performing and provides guidance on ESG
factors.

Custorners - Those who have purchased our products or will do so in the future: We aim to deliver great service so that our customers feel valued and choose us as
their ‘go to’ supplier. To do this effectively we need to listen and engage with them. We develop relationships with our customers based on mutual trust and
constructive dialogue. We are seeing growing demand for advanced materials as customers push the boundaries of technology. We have been working closely with
our customers to develop new solutions for their next generation of products and processes. We are providing products that are differentiated from those of our
competitors.

What is important to our Customers:

« Reliable and consistent service

« Quality products

« Product and process innovation

= Ability to solve complex probiems

* Application engineering capabilities

* How we source our raw materials

+ Environmental impact of the products we produce.

The relationship with our customers starts from the moment they fook to find out about our products. We keep customers updated on the progress of our innovation
and new product applications through digital and physical channels. Our sales and service colleagues also keep customers updated on the progress of manufacturing;
sometimes working alongside the customer to fine-tune the product and production process. We also gather key feedback from customers about the service we provide
and use this to help improve relationships and secure future business.
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Strategic report (continued)

Employees - Anyone directly employed by Morgan: Having people who bring a diverse range of talents and perspectives, and who feel engaged in their role, is of
paramount importance to our long-term success. Our employees have been instrumental in making Morgan the company it is teday. They are key to driving the brand
forward and ensuring it remains relevant in the future.

What is important to our Employees:

* Meaningful roles linked to our purpose

« Flexible working

* Focus on wellbeing

« Career development

* Recognition and competitive compensation

* A safe, ethical and inclusive working environment

The Board is committed to fostering a safe, ethical and inclusive workplace and spends time engaging with a diverse cross-section of employees, as well as monitoring
and assessing the Group’s culture. These insights help inform the Board’s discussions on health, safety and environmental matters, in monitoring progress in relation
to embedding ethical conduct and implementation of the Morgan Code, and in strengthening the capabilities of the current and future potential leadership team. At a
local level, leadership teams use feedback from surveys, focus groups, pilot groups, manager one-to-one conversations and employee communications to shape
engagement activities with employees. In 2022, the Group introduced three new employee resource groups (PRISM, Women@Morgan and Military@Morgan) to give
wvoice to those who may fee! underrepresented. These ERGs are a key tool in undertanding the needs of employees and help to shape thinking and policy changes.

Suppliers - Those from whom we purchase goods or services: We believe in an open and collaborative business approach and seek opportunities for innovation.
This collaborative approach is particularly important to ensure a more sustainabie supply chain. We aim to use all our resources as efficiently as possible, minimising
the impact on ourselves, our suppiiers, our customers and the world around us.

What is important to our Supplicrs:

« Human rights

+» Environmentai and climate impact

« Quality management

« Cost-efficiency

» Ethical trading policies and sustainable sourcing
* Developing long-term relationships

We treat our suppliers as an extension of our business and therefore expect them to uphold the same high standards we set for ourselves. To achieve this, we are in
constant diafogue with our suppliers to address any issues and maintain productive refationships. We have publish a Supplier Code of Conduct which we expect our
suppliers to sing up to and we have regular check points to ensure that it is adhered to. Our Supplier Code focuses on treating people fairly, complying with health and
safety rules, protecting the environment, and adhering to important ethics and compliance obligations.

Pensioners and Trustees: After more than 160 years in business, we would not be as strong as we are today without the combined efforts of all those who went
before. By keeping our pension commitments, we honour the hard work and dedication of both current and past employees. The commitment of the Company to
ensure the pension scheme is fully funded and any deficit reduction plan is maintained.

We engage with both current pensioners and those yet to retire through regular pension communications in conjunction with our pension trustees. New employees
receive communications about our pension schemes in a bid to promote financial wellbeing.

Communities - Those who live in areas where we work — for example residents, businesses and charities: Our people live and work within wider communities and
relationships with these communities are key in supporting our business for the future. Our relationship with local communities is mutually beneficial, offering us the
ideal place to find the talent of tomorrow, while enabling our people to get involved in activities which directly benefit these communities. We seek to build trust by
understanding the issues core to our communities, operating responsibly and addressing concerns that are material to them. We aim to create long-term partnerships
that drive positive change and help build a more sustainable future through the development.

‘What is important to our Communities:

+ Our commitment to the local environment

« Our conduct as a socially responsible organisation

« The positive impact we can have on the community living and working around us
» Employment opportunities

Our aim is to have a positive impact on the communities we serve, from supporting job creation and skills advancement, to reducing energy and water consumption at
our plants. All our efforts and engagements are governed by the Morgan Code, our purpose and our policies on the environment. As our sites and operations are
spread across the globe, we have the opportunity to work with many communities. We pride ourselves on engaging at a local level and look to understand each
community’s priorities and concemns. We also support our employees’ involvement in their local community, from charity giving to local fundraising, and from
volunteering to health and wellbeing initiatives.
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Treasury Policies
The following policics were in place acruss the Group throughout the year. The manager of cech global business unit is required to confirm compliance as part of the
vear-end process.

Financial Risk Management and Treasury Poficy

Treasury activities underiaken by the Company opzraie within a tramework of pO,ICIQS and pmoecure> approved by the Group Auéit Committee. Group Treasury
provides a sesvice to the Company and manages and controls risk in the & v envi h the establish of such proced Group Treasury is
responsivle for all of the Group’s funding, hqu:dm cash management, interest rate risk. forcign C\chn:nzc risk and other treasury bmmas As part of the policics and
procedures, there is strict contrel over the use of financial insmuments to hedge foreign currencies and interest rates. Speculative irading in derivatives and other
financial instruments is not permitted.

Foreign exchange risks

Currency transaction exposures exist as a result of the global nawre of the Company. Given that the company's core business remains within Europe. it is

predominanity exposed to fluctuations in the Furo. The Company has a policy in place io hedge all material firm commitments and a large proportion of highly
bable fi forcign v oxposures in respact of sales and purchases over the following 12 months. and achicves this through the usc of the forward forcign

exchance markets.

Interest rate risk
The Gmup Treasury function manages interest rate ‘risk on behalf ot the Company. The Group secks 1o reduce the volatility in its interest charge caused by rate

1l The prop of fixed and floating rete debt are determined having regard to a numbzr of factors. including prevailing marke: conditions. interest rate
cyele, the Group's intercst cover and kverage position, and any pereeived currelation benween business performiance and rates.

Credit risk

Credit risk is the risk of fi ial lass to the Company if a ¢ or party to a financial instrumeant fails to meet its ¢ 1 abligati The Company is
exposcd to cradit risk on financial instrumcents such as liquid asscts, derivative asscts and trade reccivables. Cash balances held by the Compan\ arc managed ceatrally
through a ber of pooling ar The cash pooling arrengement of which the Company is a pant of was re-executed in 2022 and the Company no langer

provides anyv guaranatexs for liabilizies of the other participating companies to the bank. Liabilities of the Company are guaranteed by other group undertakings. Credit
risk is manam:d by the Group Treasury function and is managed by § m\m" in liquid asscts and acqmnng derivatives in a diversificd way from h;gh-crcdu—quahty
financial institurions. Counterparties are asscssed through the usc of rating ageacies. sy ic risk considerations, and regular review of the financial press.

Capital investment
The Company has well-established formal procedures for the approval of investment in mew businesscs and for capital expendimure.  ensure appropriate senior
management review and sign-off.

Borrowing facilities and liquidity

All of the Company's borrowing facilitics are armanged by Group Treasury with Margan Advanced Materials ple as the principal obligor. Group Treasury sccks to
obtain cerminty of access to funding in the amounts, diversity of maturities and diversity of counterparties as required to support the Company’s medium-term
financing requirements and to minimise the impact of poor credit market conditions.

Tax risks
" The Company follows the Group tax policy 10 fulfil local and international tax requirernents. mainmining 2ccurate and timely 1ax compliance whilst seeking to
maximise long-term sharcholder value. The Company adopts an open and wransparent approach to relationships with tax authorities and continues 10 monitor and
adopt new reporting requirements. for examplc those arising from the impiementation of the OECD Basc Erosion and Profit Shifting proposals within wax legistation
across various jurisdictions. The tax strategy is aligned to the Group's business strategy and ensures that tax affairs have strong commercial substance.

Approved by the Board and signed on its behalf by

(N

MJ Price
Direcior
15 August 2033
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Directors’ report

The directors present their annual report on the affairs of Thermal Ceramics UK Limited (‘the Company’), together with the financial statements and
auditor’s report, for the year ended 31 December 2022.

Going concern

The directors have prepared forecasts which indicate that, taking account of reasonabty possible downsides, the company witl have sufficient funds to meet
its liabilities as they fall due. Those forecasts are dependent on Morgan Advanced Materials plc providing additional financial support during that period.
Morgan Advanced Materials plc has indicated its intention to continue to make available such funds as are needed by the company for a period of no less
than 12 months from the date of approval of these financial statements. A letter of support has been issued by Morgan Advanced Materials plc to confirm this
position.

The Board, after making enquiries, and in the absence of any material uncertainties, have a reasonable expectation that the Company has adequate resources
to continue in operational existence for a period of 12 months from the date of signing this Annual Report and Accounts. Accordingly, they continue to adopt
the going concern basis in preparing the Annual Report and Accounts.

Subsequent event

The Morgan Group, including the Company, experienced a cyber security incident in January 2023, having detected unauthorised activity on the network.
Immediate steps were taken to contain the incident, launch incident response plans, engage specialist support services and embark on restoring systems, with
the Company now being operational. This has been treated as a non-adjusting post balance sheet event and there has been no impact on the financial results
reported for the year ended 31 December 2022, Good relationships have been maintained with customers and delays were kept to a minimum. The Directors
are confident that this does not impact the going concern status of the Company, as has been indicated by the latest forecasts and continued financial support
provided by Morgan Advanced Materials plc.

Research and development
The Company will continue its programme of research and development, including projects to develop its current product range.

Research and development expenditure incurred in the year was £3,272,000 (2021: £2,993,000), of which £2,244,000 (2021: £1,772,000) was recharged to
other companies within the Group as research and development expenditure is incurred on behalf of the whole Group and not just the Company. No
development expenditure incurred in the year met the criteria for capitalisation.

Directors
The Directors who held office during the year and at the date of signing this report were as follows:

Dr M G Thomas
Mr M J Price

Mr A R Bloomer
Mr L A Holtkamp

Morgan Group purchases directors’ and officers’ insurance cover on behalf of all Group companies in the UK.

Directors’ indemnities

The Company has entered into separate indemnity deeds with each Director containing qualifying indemnity provisions, as defined in Section 236 of the
Companies Act 2006, under which the Company has agreed to indemnify each Director in respect of certain liabilities which may attach to each of them as a
Director or as a former Director of the Company or any of its subsidiaries. The indemnity deeds were in force during the financial year to which this
Directors’ Report relates and are in force as at the date of approval of the Directors’ Report.

Energy and Carbon Reporting

The Company compfies with the Streamiined Energy and Carbon Reporting (SECR) requirements. We also support the recommendations of the Financial
Stability Boards Taskforce on Climate related Financial Disclosures (TCFD) and will be taking action to implement these. Our energy use and associated
GHG emissions from fuel and electricity in the UK for the 2020, 2021 and 2022 reporting years, in compliance with the mandatory reporting requirements by
the UK Government’s SECR policy, is shown on page 39 of the Group's Annual Report . The scope of this data includes five manufacturing sites and two
non-manufacturing sites based in the UK. In 2022, the UK accounted for 3% of our global total Scope 1 and 2 emissions, as outlined in the Group's
mandatory GHG reporting. Our absolute GHG emissions (Scopes 1 and 2) for our UK operations were up by 2.5% compared to 2021 tevels.

Employees

Details of the number of employees and related costs can be found in note 5 to the financial statements.

Applications for employment by disabled persons are considered fully, bearing in mind the aptitudes of the applicant concerned. In the event of members of
staff becoming disabled, every effort is made to ensure that their employment with the Company continues and that appropriate training is arranged. It is the
policy of the Company that the training, career development and promotion of disabled persons should, as far as possible, be identical with that of other
employees.

The Company participates in Morgan Group’s policies and practices to keep employees informed on matters relevant to them as employees through
appropriate means, such as employee meetings and newsletters.
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Gther information
An mdication of likely fotere developmenss in the business znd particalers of signifrcant events which have occurred since the end of the financiz] vear have
been included in the Strategic Repon on page 14.

Dividend
The Directors do not recommend the pavmen of a dividend (2021: £nil).

Asditor
Pursnam to Sectian 487 of the Companics Act 2006, Defoitie LLP have been appointed os auditor.

Appoved by the Board and signed on is behall by

Whlffen e

MJ Price

Director

Tebay Road
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Statement of directors’ responsibilities

The directors are responsible for preparing the Annual Report and the financial statements in accordance with applicable faw and regulations.
Company law requires the directors to prepare financial statements for each financial year. Under that law the directors have elected to prepare the
financial statements in accordance with United Kingdom Generally Accepted Accounting Practice (United Kingdom Accounting Standards and
applicable law), including FRS 101 “Reduced Disclosure Framework”. Under company law the directors must not approve the financial statements
unless they are satisfied that they give a true and fair view of the state of affairs of the company and of the profit or loss of the company for that period.
In preparing these financial statements, the directors are required to:

» select suitable accounting policies and then apply them consistently;

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

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

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

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

The directors are responsible for the maintenance and integrity of the corporate and financial information included on the company’s website.
Legislation in the United Kingdom governing the preparation and dissemination of financial statements may differ from legislation in other
jurisdictions.



Independent auditor's report to the members of Thermal Ceramics UK Limited
Report on the audit of the financial statements

Opinion

In our opinion the financial statements of Thermal Ceramics UK Limited (the ‘company’):

s give atrue and fair view of the state of the company’s affairs as at 31 December 2022 and of its loss for the year then ended;

o have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Practice, including Financial Reporting Standard 101 “Reduced
Disclosure Framework™; and

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

‘We have audited the financial statements which comprise:

e the profit and loss account and other comprehensive income;
o the balance sheet;

o the statement of changes in equity; and

o therelated notes 1 10 24,

The financial reporting framework that has been applied in their preparation is applicable law and United Kingdom Accounting Standards, including Financial
Reporting Standard 101 “Reduced Disclosure Framework” (United Kingdom Generally Accepted Accounting Practice).

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 pany in d with the ethical requi ts that are rel to our audit of the fi ial stat ts in the UK, including the

Financial Reporting Council’s (the ‘FRC’s") Ethical Standard, and we have fuifilled our other ethical responsibilities in accordance with these requirements. We
believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

Conclusions relating to going concern

In auditing the fi ial stat , we have luded that the directors’ use of the going concem basis of accounting in the preparation of the financial statements is
appropriate.

Based on the work we have performed, we have not identified any material uncertainties relating to events or conditions that, individually or collectively, may cast
significant doubt on the company’s ability to continue as a going concemn for a period of at least twelve months from when the financial statements are authorised for
issue.

Our responsibilities and the responsibilities of the directors with respect to going concern are described in the relevant sections of this report.

Other information

The other information comprises the information included in the annual report, other than the financial statements and our auditor’s report thereon. The directors are
responsible for the other information contained within the annual report. Our opinion on the financial statements does not cover the other information and, except to
the extent otherwise explicitly stated in our report, we do not express any form of assurance conclusion thereon.

Our responsibility is to read the other information and, in doing so, consider whether the other information is materially inconsistent with the financial statements or
our knowledge obtained in the course of the audit, or otherwise appears to be materially misstated. If we identify such material inconsistencies or apparent material
misstat ts, we are required to determine whether this gives rise to a material misstatement in the fi ial statements th lves. 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 this regard.

Responsibilities of directors

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

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

Auditor’s responsibilities for the audit of the financial statements

Our objectives are to obtain r bl about whether the fi ial stat ts 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 ervor and are considered material if,
individually or in the aggregate, they could reasonably be expected to influence the economic decisions of users taken on the basis of these financial statements.

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



Independent auditor's report to the members of Thermal Ceramics UK Limited (Continued)

Extent to which the audit was considered capable of detecting irregularities, including frand

Irregularities, including fraud, are i of non-compliance with laws and regulations. We design procedures in line with our responsibilities, outlined above, to
detect material misstatements in respect of irregularities, including frand. The extent to which our procedures are capable of detecting irregulanities, including fraud is
detailed below.

We considered the nature of the company’s industry and its control environment, and reviewed the company’s documentation of their policies and procedures relating
to fraud and compliance with laws and regulations. We also enquired of management and the directors about their own identification and assessment of the risks of
irregularities, including those that are specific to the company’s business sector.

We obtained an understanding of the legal and regulatory framework that the company operates in, and identified the key laws and regulations that:

®  had a direct effect on the determination of material ts and disc) in the fi ial stat ts. These included UK Companies Act, pensions legislation,
tax legislation; and

¢ do not have a direct effect on the financial stat ts but compli with which may be fund tal to the pany’s ability to operate or to avoid a material
penalty.

‘We discussed among the audit engagement team regarding the opportunities and incentives that may exist within the organisation for fraud and how and where frand
might occur in the financial statements.

As a result of perforning the above, we identified the greatest potential for fraud in revenue recognition as a result of 1 adjustments and/or fictious invoices. Our
specific procedures performed to address it are described below:

- obtained an understanding of relevant controls the company has established in relation to revenue recognition; and
- Tested a sample of manual adjustments to revenue by obtaining an understanding of the nature of the adjustment and agreeing to supporting evidence.

In common with all audits under ISAs (UK), we are also required to perform specific procedures to respond to the risk of management override. In addressing the risk
of fraud through management override of controls, we tested the appropriateness of journal entries and other adj 1t d whether the jud ts made in
making accounting estimates are indicative of a potential bias; and evaluated the business rationale of any significant transactions that are unusual or outside the
normal course of business.

In addition to the above, our procedures to respoad to the risks identified included the fotlowing:

e  reviewing financial stati t discl by testing to supporting documentation to assess compliance with provisions of relevant laws and regulations described
as having a direct effect on the financial statements;

e  performing analytical procedures to identify any unusunal or unexpected relationships that may indicate risks of material misstatement due to fraud;

®  enquiring of management concerning actual and potential litigation and claims, and instances of non-compliance with laws and regulations; and

e readi i of meetings of those charged with governance and reviewing internal audit reports.

&

Report on other legal and regulatory requir t

Opinions on other matters prescribed by the Companies Act 2006

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

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

e the strategic report and 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 strategic report or the directors’ report.

Matters on which we are required to report by exception

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

e adequate accounting records have not been kept, or returns adequate for our audit have not been received from branches not visited by us; or
e  the financial statements are not in agreement with the accounting records and returns; or

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

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

We have nothing to report in 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 bers as a body, for our audit
work, for this report, or for the opinions we have formed.

DocuSigned by:
K Drw

B4617668CC78470...

Rebecca Drew (Senior statutory auditor)
For and on behalf of Deloitte LLP
Statutory Auditor

Birmingham, UK

15 August 2023



Profit and loss account and other comprehensive income
Jfor the year ended 31 December 2022

Note
Turnover 2
Cost of sales
Staff costs 3
Depreciation, amortisation and other amounts written off tangible and 3
intangible fixed assets
Deprecation - Right of use assets
Other operating income 3
Operating loss
Profit from disposal of investment 6
Interest receivable and similar income
Interest payable and similar expense 8
(Loss)/profit before taxation
Tax on (loss)/profit 9
(Loss)/Profit for the financial year
Other comprehensive (loss)/income
Items that will not be reclassified subsequently to profit or loss:
Remeasurement (loss)/gain on defined benefit plans 20

Other comprehensive (loss)/income for the year, net of income tax

Total comprehensive (loss)income for the year

Turnover and operating profit are all derived from continuing operations.
The notes on pages 13 to 36 form part of these financial statements.
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For the year ended 31 December 2022

2022 2021
£000 £000 £000 £000
11,099 11,631
(7,787) (8,114)
(5,018) (5,020)
(438) (364)
% (23)
1,456 1,742
(11,796) (11,779)
(697) ' (148)
- 9,682
414 149
(321) 41
(604) 9,442
107 274)
(497) 9,168
(468) 5,910
(468) 5,910
(965) 15,078



Balance sheet
at 31 December 2622

Fixed assets
Intangible assets
Tangible assets
Right of use assets
Investments

Current assets

Stecks

Debtors (including £12.186.000 (2021: £12,186,000)
due after more than one year)

Cash at bank and in hard

Pension asset

Creditors: amounts falling due within one year

Net curreat assets

Total assets less current liabilities

Creditors: amounts fafling due sfter cae vear
Amounts owed te Group undertaking

Provisions for liabilities
Other provisions

Pension hability

Net assets

Capital and reserves
Called up share capital
Revaluation reserve

Profit and loss account

Shkarehelder's fands

The notes an pages 13 to 36 form part of these financial statements.

Nore
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Registerod Number 60850443

For the year ended 33 December 2022

£060 £068

4

2,848

23206

752
3,019

27,505

(15.657)

11,848

14,696

{8.460)

398)

26,650

(26,542)

&70
21347

243

22,058

(4.948)

17.110

19.632

(6.760)

(405)

(5.669)
6503
26,650
136

{19.983)

6.805

The financial statements of Thermal Ceramics UK Limited (registered number 00890443) were approved by the board of
directors and authorised for issue on 15 August 2023. They were signed on its bebaif by:

(bl Ghnco

M Price
Director
15 Augus: 2023
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Statement of changes in equity

Jor the year ended 31 December 2022

Balance at 1 January 2021

Profit for the year

Other comprehensive income

Total comprehensive income for the year
Transfers

Balance at 31 December 2021

Balance at 1 January 2022

Loss for the year

Other comprehensive loss

Total comprehensive loss for the year

Transfers
Balance at 31 December 2022

The notes on pages 13 to 36 form part of these financial statements.

Thermat Ceramics UK Limited
Annual report and financial statements
Registered Number 00890443

For the year ended 31 December 2022

Calledup  Revaluation Profit and loss

share capital reserve account  Total equity
£600 £000 £000 £000
26,650 142 (35,067) (8,275)

- - 9,168 9,168

- - 5,910 5,910

- - 15,078 1,362

- (6) 6 -
26,650 136 (19,983) 6,803
26,650 136 (19,983) 6,803
- - 497 497
- - (468) (468)
- - (965) (965)

- (6) 6 -
26,650 130 (20,942) 5,838
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Thermal Ceramics UK Limited
Annual report and financial statements
Registered Number 00890443

For the year ended 31 December 2022

Notes
(forming part of the financial statements)

1 Accounting policies

Thermal Ceramics UK Limited is a private company incorporated and domiciled in the UK. These financial statements are presented
in pounds sterling which is the currency of the primary economic environment in which the Company operates.

These financial statements were prepared in accordance with Financial Reporting Standard 101 Reduced Disclosure Framework
(FRS 101").

In preparing these financial statements, the Company applies the recognition, measurement and disclosure requirements of
International Financial Reporting Standards as adopted by the UK (UK-adopted international accounting standards), but makes
amendments where necessary in order to comply with the Companies Act 2006 and to take advantage of FRS 101 disclosure

exemptions.

The Company's ultimate parent undertaking, Morgan Advanced Materials plc, includes the Company in its consolidated financial
statements. The consolidated financial statements of Morgan Advanced Materials plc are prepared in accordance with International
Financial Reporting Standards and are available to the public and may be obtained from York House, Sheet Street, Windsor,
Berkshire, SL4 1DD.

In these financial statements, the company has applied the exemptions available under FRS 101 in respect of the following
disclosures:

« a Cash Flow Statement and related notes;

« Comparative period reconciliations for share capital, tangible fixed assets and intangible assets;

« The effects of new but not yet éﬁ‘ective IFRSs;

* Disclosures in respect of the compensation of Key Management Personnel and the services provided to them; and

« Disclosures in respect of capital management.

As the consolidated financial statements of Morgan Advanced Materials plc include the equivalent disclosures, the Company has
also taken the exemptions under FRS 101 available in respect of the following disclosures:

« IFRS 2 Share Based Payments in respect of group settled share based payments; and

+ Certain disclosures required by IFRS 13 Fair Value Measurement and the disclosures required by IFRS 7 Financial Instrument
Disclosures.

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

Exemption from preparing Group financial statements

These financial statements are separate financial statements. The Company is exempt from the preparation of consolidated financial
statements, because it is included in the group accounts

Measarerment convenfior

The financial statements are prepared on the historical cost basis except that the following assets and liabilities are stated at their fair
value - derivative financial instruments classified as fair value through the profit and loss account.

13



Thermal Ceramics UK Limited
Directors’ report and financial statements
Registered Number 00890443

For the year ended 31 December 2022

Notes (continued)
1 Accounting policies

Going concern

The directors have prepared forecasts which indicate that, taking account of reasonably possible downsides, the company will have
sufficient funds meet its liabilities as they fall due. Those forecasts are dependent on Morgan Advanced Materials plc providing
additional financial support during that period. Morgan Advanced Materials plc has indicated its intention to continue to make
available such funds as are needed by the company for a period of no less than 12 months from the date of approval of these
financial statements. A letter of support has been issued by Morgan Advanced Materials plc to confirm this position.

The Board, after making enquiries, and in the absence of any material uncertainties, have a reasonable expectation that the Company
has adequate resources to continue in operational existence for a period of 12 months from the date of signing this Annual Report
and Accounts. Accordingly, they continue to adopt the going concem basis in preparing the Annual Report and Accounts.

Tangible fixed assets and depreciation

Tangible fixed assets are stated at cost, net of depreciation and any provisions for impairment.

Depreciation is provided to write off the cost less the estimated residual value of tangible fixed assets by equal instalments over their
estimated useful econamic lives as follows:

Freehold buildings 2% per annum
Plant and machinery 5% and 33%
No depreciation is provided on frechold land

Leasing

The Company assesses whether a contract is or contains a lease, at inception of the contract. The Company recognises a right-of-use
asset and a corresponding lease liability with respect to all lease arrangements in which it is the lessee, except for short-term leases
(defined as leases with a term of 12 months or less) and leases of low value (defined as leases of a value less than £5,000 at lease
commencement). For these leases the Company recognises the lease payments as an operating expense on a straight-line basis over
the lease term.

Lease Liabilities

The lease liability is initially measured at the present value of future lease payments, discounted by using the rate implicit in the
lease or, where cannot be readily determined, an incremental borrowing rate. The lease liability is subsequently measured by using
the effective interest method and by reducing the carrying amount to reflect the lease payments made.

Right-of use assets

The right-of-use-assets comprise the initial measurement of the corresponding lease liability, lease payments made at or before the
commencement date, less any lease incentives received and initial direct costs. They are subsequently measured at cost less
accumulated depreciation and impairment losses. Right-of-use assets are depreciated over the shorter period of the lease term and
useful life of the underlying asset. The depreciation starts at the commencement date of the lease.

Depreciation
Right-of-use assets are depreciated over the shorter period of lease term and useful life of the underlying asset. The depreciation
starts at the commencement date of the lease.

Other intangible assets -
Technology related operating intangible fixed assets purchased by the Company are amortised to nil by equal annual instalments
over their useful economic lives of 5 years.

14



Thermal Ceramics UK Limited
Directors' report and financial statements
Registered number 00890443

For the year ended 31 December 2022

Notes (continued)
1 Accounting policies (continued)

Impairment
Assets, other than those held at fair value, are assessed for indicators of impairment at each balance sheet date. If there is objective
evidence of impairment, an impairment loss is recognised in the profit and loss account.

A non-financial asset is impaired where there is objective evidence that, as a result of one or more events that occurred after initial
recognition, the estimated recoverable value of the asset has been reduced. The recoverable amount of an asset is the higher of its fair
value less costs to sell and its value in use. Value in use is the present value of the future cash flows expected to be derived from the
asset or cash generating unit.

The present value calculation involves estimating future cash inflows and outflows to be derviced from continuing use of the asset,
and from its ultimate disposal, applying an appropriate discount rate to those future cash flows.

Foreign currencies

Transactions in foreign currencies are recorded using the rate of exchange ruling at the date of the transaction. Monetary assets and
liabilities denominated in foreign currencies are translated using the contracted rate or the rate of exchange ruling at the Balance
sheet date and the gains or losses on translation are included in the profit and loss account.

Government grants
Capital based government grants are included within accruals and deferred income in the balance sheet and credited to the profit and
loss account over the estimated useful economic lives of the assets to which they relate.

Non-derivative financial instruments
Non-derivative financial instruments comprise trade and other debtars, cash and cash equivalents, loans and barrowings, and trade
and other creditors.

Trade and other debtors

Trade and other debtors are recognised initially at fair value. Subsequent to initial recognition they are measured at amortised cost
using the effective interest method, less any impairment losses. Trade receivables are provided for based on historical loss
experience for all debtors past due. Exceptions are made where historical experience with certain customers indicates otherwise.
This is recognised in the profit and loss account. Trade receivables are written off when recoverability is assessed as being remote.
Subsequent recoveries of amounts previously written off are credited to the profit and loss account.

Trade and other creditors
Trade and other creditors are recognised initially at fair value. Subsequent to initial recognition they are measured at amortised cost
using the effective interest method.

Related Party Transactions

As the Company is a wholly-owned subsidiary of Morgan Europe Holding Limited, part of Morgan Advanced Materials plc, the
Company has taken advantage of the exemption from the requirement of IAS 24 contained in FRS 101 and has therefore not
disclosed transactions or balances with wholly owned subsidiaries which form part of the Morgan Group.

Research and development expenditure

Expenditure on research and development is written off to the profit and loss account in the year in which it is incurred.
Development expenditure is capitalised only where there is a clearly defined project, the expenditure is separately identifiable, the
outcome of the project can be assessed with reasonable certainty, aggregate costs are expected to exceed related future sales and
adequate resources exist to enable the project to be completed.

Stocks

Stocks are stated at the lower of cost and net realisable value. In determining the cost of goods purchased for resale, the weighted
average purchase price is used. For finished goods cost is taken as production cost, which includes an appropriate proportion of
attributable overheads.

15



Thermal Ceramics UK Limited
Directors’ report and financial statements
Registered Number 00890443

For the year ended 31 December 2022

Notes (continued)
1 Accounting policies (continued)

Turnover

Turnover represents the invoiced value of services to fellow subsidiary undertakings and sales to third parties exclusive of value
added tax, less returns and allowances given in the normal course of trade. Turnover is recognised when or as the Company satisfies
a performance obligation by transferring a promised good or service to a customer. The Company's principal performance obligation
is the provision of specialist ceramic components, is satisfied at a point in time and subject to standard payment terms. Products and
components are transferred when the customer obtains control of the goods. For goods that are collected by the customer, turnover is
recognised at the point the customer has taken physical possession of the goods. For contracts that include delivery of goods, the
delivery element of the contract constitutes a separate performance obligation because it is distinct. For these contracts, control of
the goods does not transfer to the customer until the goods have been delivered and therefore both performance obligations are
satisfied simultaneously. Turnover for these contracts is therefore recognised on delivery.

Other income
The Company recognises other income where income is received outside the normal course of trade whether from fellow subsidiary
undertaking or third parties.

Taxation

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

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

Deferred tax is provided on temporary differences between the carrying amounts of assets and liabilities for financial reporting
purposes and the amounts used for taxation purposes. The following temporary differences are not provided for: the fnitial
recognition of goodwill; the initial recognition of assets or liabilities that affect neither accounting nor taxable profit other than in a
business combination, and differences relating to investments in subsidiaries to the extent that they will probably not reverse in the
foreseeable future. The amount of deferred tax provided is based on the expected manner of realisation or settlement of the carrying
amount of assets and liabilities, using tax rates enacted or substantively enacted at the balance sheet date.

A deferred tax asset is recognised only to the extent that it is probable that future taxable profits will be available against which the
temporary difference can be utilised.

Employee benefits

Defined contribution plans

A defined contribution plan is a post-employment benefit plan under which the Company pays fixed contributions into a separate
entity and will have no legal or constructive obligation to pay further amounts. Obligations for contributions to defined contribution
pension plans are recognised as an expense in the income statement in the periods during which services are rendered by employees.
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Notes (continued)
1 Accounting policies (continued)

Employee benefits (continued)

Defined benefit plans

A defined benefit plan is a post-employment benefit plan other than a defined contribution plan. The Company’s net obligation in
respect of defined benefit pension plans is calculated separately for each plan by estimating the amount of future benefit that
employees have eamed in return for their service in the current and prior periods; that benefit is discounted to determine its present
value, and the fair value of any plan assets (at bid price) and any unrecognised past service costs are deducted. The liability discount
rate is the yield at the balance sheet date on AA credit rated bonds denominated in the currency of, and having maturity dates
approximating to the terms of the Company’s obligations. The calculation is performed by a qualified actuary using the projected
unit credit method. When the calculation results in a benefit to the Company, the recognised asset is limited to the total of any
unrecognised past service costs and the present value of benefits available in the form of any future refunds from the plan, reductions
in future contributions to the plan or on settlement of the plan and takes into account the adverse effect of any minimum funding
requirements.

The Company participates in two defined benefit schemes in the UK. The assets of these schemes are held in separate trustee-
administered funds, The Morgan Pension Scheme (MPS) and the Morgan Group Senior Staff Pension and Life Assurance Scheme
(888). These schemes were closed to new entrants on 1 August 2011, with any new employees receiving benefits through the
Morgan Group Personal Pension Plan, a defined contribution arrangement. The Morgan Group Senior Staff Pension and Life
Assurance Scheme was closed to the future accrual of benefits on and with effect from 6 April 2016. The Morgan Pension Scheme
was closed to the future accrual of benefits on and with effect from 6 April 2018. Employees active in both Scheme(s) as at that date
were enrolled in The Morgan Group Personal Pension Plan, with the option to opt out under relevant UK legislation.

During 2016 the Company adopted a new Morgan-Group policy to allocate costs associated with the UK pension schemmes between
the various Participating Employers, based on an evaluation of each entity’s share of overall Scheme liabilities. This ensures that the
pension liability is reflected in the entity that employed the participant. In 2016 this resulted in a reallocation of £23,900,000 of the
Schemes’ net liabilities into the Company. Previously none of the scheme assets and liabilities were recognised on the balance sheet
of the Company.

Share based payments

The share option programme allows employees to acquire shares of the ultimate parent company. The Company took advantage of
the option available in IFRS 1 to apply IFRS 2 only to equity instruments that were granted after 7 November 2002 and that had not
vested by 1 January 2015, The fair value of these options are recharged by the ultimate parent company, with a corresponding entry
in the Company's profit and loss account. The fair value is measured at grant date and spread over the period during which the
employees become unconditionally entitled to the options. The fair value of the options granted is measured using an option pricing
model, taking into account the terms and conditions upon which the options were granted. The amount recognised as an expense is
adjusted to reflect the actual number of share options that vest except where forfeiture is only due to share prices not achicving the
threshold for vesting,

For cash-settled share based payment transactions, with the exception of those awards settled before the transition date, the fair value
of the amount payable to the employee is recognised as an expense with a corresponding increase in liabilities. The fair value is
measured at grant date and spread over the period during which the employees become unconditionally entitled to payment. The fair
value is measured based on an option pricing model taking in to account the terms and conditions upon which the instruments were
granted. The liability is revalued at each balance sheet date and settlement date with any changes to fair value being recognised in
the profit and loss account.

Where the Company’s ultimate parent grants rights to its equity instruments to the Company’s employees, which are accounted for
as equity-settled in the consolidated accounts of the parent, the Company accounts for these share-based payments as equity-settled.

Investments

Investments are carried at cost less provision for impairment. The Company tests balances for impairment annually or when there are
indicators for impairment. If any such indication of impairment exists, the Company makes an estimate of its recoverable amount.
Where the carrying value exceeds its recoverable amount, the investment is considered impaired and is written down to its
recoverable amount. Profit on the disposal of investments is calculated as the proceeds received less the carrying value of the asset in
the balance sheet.
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Notes (continued)

1 Accounting policies (continued)

Significant accounting estimates and judgements

The preparation of financial statements in conformity with FRS 10] requires the directors to make judgements, estimates and
assumptions that affect the application of policies and reported amounts of assets and liabilities, income and expenses. The estimates
and associated assumptions are based on historical experience and various other factors that are believed to be reasonable under the
circumstances, the results of which form the basis of making the judgements about carrying values of assets and liabilities that are
not readily apparent from other sources. Actual results may differ from these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. The most significant judgements and estimates made in
applying the Company accounting policies relate to:

Measurement of defined benefit scheme asset

The company estimates and recognises costs relating to defined benefit schemes in accordance with IAS 19 (Revised) Employee
Benefits ("IAS 19 (Revised)"). In applying IAS 19 (Revised) the costs are assessed in accordance with the advice of independent
qualified actuaries. This requires the exercise of judgement in relation to the estimation of future changes in salaries and inflation, as
well as mortality rates, expected return on plan assets and the selection of suitable discount rates. Further detail is provided in note
20.

Reconition of defined benefit scheme surplus

The recognition of a surplus in respect of the defined benefit pension scheme reflects legal and actuarial advice that we have taken
regarding recognition of surpluses under IFRIC 14. We have concluded the the Company has an unconditional right to a refund from
the plan, in the event of a winding up (note 20).
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Notes (continued)

2 Analysis of turnover

By activity:
Ceramics & glass
Petrochemical
Industrial Equipment
Other metals

Iron & steel
Consumer goods
Aerospace

Electric Vehicles

Building & construction
Other

By geographical market:

Europe

The Americas

Asia

Africa and Middle East
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2022 2021
£000 £000
2,246 2,015
2,218 3,891
2,066 1,573
1,391 1,178
785 459
760 823
392 608
341 .
91 466
809 618
11,099 11,631
2022 2021
£000 £000
10,651 11,468
284 117
34 4
130 42
11,099 11,631




Notes (continued)

3 Notes to the profit and loss account

Operating loss is stated after (charging)/crediting

Depreciation, amortisation and other amounts written off tangible and
intangible fixed assets

Depreciation - Right of use assets

Research and development expenditure excluding staff costs of £1,254,000
(2021: £1,404,000)

Research and development expenditure recharged )
Recharge of costs incurred on behalf of other group undertakings

Net foreign exchange (gains)/losses

Loss on disposal of tangible fixed assets

Auditor's remuneration

Other operating costs

Auditor's remuneration relates to the audit of these financial statements.

Thermal Ceramics UK Limited
Annual report and financial statements
Registered Number 00890443

For the year ended 31 December 2022

Note 2022 2021
£000 £000

10, 11 (438) (364)
11 ) (23)
447 (387)

2022 2021

£000 £000

(2,018) (1,589)

2,244 1,772

2,759 3,244

36 @31

16) -

48) (26)
(1,501) (1,628)
1,456 1,742

Research and development expenditure relates to costs incurred on projects undertaken to develop new products and
improve existing products. This expenditure is incurred on behalf of the whole Group and not just the Company and is

therefore recharged to other Group companies.

The recharge of costs incurred on behalf of other group undertakings includes staff costs.
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Notes (continued)

2021
£000

162

4 Remuneration of Directors
2022
£000
Directors’ emoluments 207
Aggregate amount of money paid to directors on the exercise of share options 2
. Company contributions to money purchase pension schemes 7
216

171

The aggregate of emoluments and amounts receivable under long-term incentive schemes of the highest paid Director was

£161,000 (2021: £136,000)

Numbers of Directors

2022
Retirement benefits are accruing to the following number of directors under:

Money purchase schemes

2021
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Notes (continued)
5 Staff numbers and costs

The average number of persons employed by the Company (including directors) during the year, analysed by
category, was as follows:

2022 2021
Number Number
Sales and marketing 12 10
Research and development 24 26
Logistics/warehouse 3 3
IT 3 3
Administration 18 16
60 58

The aggregate payroll costs of these persons were as foilows:
2022 2021
£000 £000
Wages and salaries 4,027 4,287
Social security costs 481 391
Other pension costs 315 288
Share based payments 191 54
Redundancy and reorganisation costs 4 -
5,018 5,020
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Notes (continued)

6 Profit from disposal of investment
2022 2021
£000 £000
Proceeds received from disposal - 14,182
Carrying value of investment - (4,500)
- 9,682

There has been no disposal of investments in the year ended 31 December 2022. On 27 April 2021 Thermal Ceramics UK Limited
sold its 35% equity stake in Jemmtec Limited for proceeds of £14,182,000, recognising a profit on disposal of £9,682,000.

7 Interest receivable and similar income
2022 2021
£000 £000
Interest receivable from Group undertakings 414 149
414 149

Unsecured loan owed by Group undertakings of £12,186,000 was provided in 2021 and is repayable on 24 May 2024.

Interest has been charged on this loan at the following rates:

- From 1 January 2022 to 30 September 2022: Libor plus 2.0%

- From 1 October 2022 to 17 November 2022: SONIA plus 2.0%

- From 18 November 2022 to 31 December 2022: SONIA plus 2.40%.

8 Interest payable and similar expense
2022 2021
£000 £000
Interest on lease liabilities - )
Interest payable to third parties @) (1)
Interest payable to group undertakings (232) (%0)
Net interest on defined benefit liabilities (88) (149)
(321) (241)

Unsecured loans from Group undertaking relate to two separate loans of £3,000,000 and £8,460,000 which are due for repayment
on 18 September 2023 and 22 December 2025 repsectively.

Interest has been charged on these loans at the following rates:

- From 1 January 2022 to 30 September 2022: Libor plus 2.0%

- From 1 October 2022 to 17 November 2022: SONIA plus 2.0%

- From 18 November 2022 to 31 December 2022: SONIA plus 2.40%.
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Notes (continued)
9 Taxation

Analysis of (credit)/charge in year

2022 2021
£000 £000
UK corporation tax
Current tax on income for the year - -
Adjustments in respect of prior years (107) 274
107) 274
Total current tax (167) 274

Tax on (loss)/profit (107) 274
There were no deferred tax charges or credits in the year to 31 December 2022 (2021: nil).

Reconciliation of effective tax rate
The tax credit for the period is lower (Tax charge for 2021: lower) than the standard rate of corporation tax in the UK of 19.00%
(2021: 19.00%). The differences are explained below:

2022 2021
£000 £000
Tax reconciliation
(Loss)/profit before tax (603) 1,530
(603) 1,530
Current tax at 19.00% (2021: 19.00%) (115) 1,794
Effects of:
Expenses not deductible for tax purposes 22 21
Deferred tax not recognised 93 25
Adjustments to tax charge in respect of previous years 107 274
Income not taxable - (1,840)
Total tax (credit)/charge (see above) (107) 274

Legislation introduced in the Finance Bill 2021 set the main rate of Corporation Tax at 19%, which applied for the financial year
beginning 1 April 2022. At Spring Budget 2021, the government announced changes to corporation tax rates from 1 April 2023
onward. Finance Act 2021 included legislation to impose the charge to corporation tax for financial years 2022 and 2023, and to
increase the main rate of corporation tax to 25% for financial year 2023 in line with the announcement at Spring Budget 2021.
Legislation was introduced in the Spring Finance Bill 2023 to charge corporation tax and set the main rate at 25% and the small
profits rate at 19% for the financial year beginning 1 April 2024.
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Notes (continued)

10 Tangible fixed assets

Cost

At beginning of year
Additions

Disposals

At end of year

Depreciation and impairment
At beginning of year
Depreciation charge for year
Disposals

At end of year

Net book value
At 31 December 2022

At 31 December 2021

Thermal Ceramics UK Limited
Annual report and financial statements
Registered Number 00890443

For the year ended 31 December 2022

Land and Plant and
buildings machinery Total
£000 £000 £000
2,921 5,006 79217
341 277 618
(1,747 (1,747
3,262 3,536 6,798
1,782 3,954 5,736
118 168 286
- (1,731) (1,731)
1,900 2,391 4,291
1,362 1,145 2,507
1,139 1,052 2,191

An impairment review has been carried out during the year and no impairment has been charged (2021: nil).
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Notes (continued)
11 Right of use assets

The company leases assets including plant and machinery. Information about leases for which the Company is a lessee is
presented below

Plant and
machinery
£000
Cost
At the beginning of the year 76
Disposals (76)
At end of year -
Depreciation and impairment
At the beginning of the year 67
Depreciation charge for year 9
Disposals (76)
At end of year -
Net book value
At 31 December 2021 9
At 31 December 2022 -
Lease Liabilities
Plant and
machinery
£000
Balance at 1 January 2022 10
Payments made (10)

Interest charge

Balance at 31 December 2022

Amounts falling due after more than one year
Amounts falling due before one year

During 2022, the Company has returned all leased assets that were in place as at 31 December 2021. Leases in place as at 31
December 2022 are short term arrangements of less than 12 months. The Company has recongised the lease payments as an
operating expense on a straight-line basis over the lease term and therefore has not recognised any lease liabilities or right of use
assets in relation to these leases.

There are no undiscounted cash flows relating to lease liabilities (2021: nil).

Amounts recognised in profit or loss

2022 2021

£000 £000

Depreciation charge on right of use assets 9 23
Interest on lease liabilities - 1
2 -

Expenses on short term leases not capitalised
Expenses on low value asset leases not capitalised
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Notes (continued)

12 Intangible fixed assets

Cost

At beginning of year
Additions

At end of year

Amortisation

At beginning of year
Charge for year

At end of year

Net book value
At 31 December 2022

At 31 December 2021

Amortisation charge

The amortisation charge is recognised in the following line item in the profit and loss account:

Amortisation and other amounts written off intangible fixed assets

Thermal Ceramics UK Limited
Annual report and financial statements
Registered Number 00890443

For the year ended 31 December 2022

Technology
related
intangible assets

£000

1,266

171
1,437

944
152
1,096

341

322

2022 2021
£000 £000

152 81

The cyber security incident experienced by the Group in January 2023 has not impacted upon the carrying values or estimated useful
lives of the Company's technology related intangible assets. These assets have been fully recovered and are in ongoing use, with plans to

continue utilising these assets until the end of their useful lives.

An impairment review has been carried out during the year and no impairment has been charged (2021: nil).
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13 Investments in Related Parties

Country of % of Shares
Incorporation Registered Office Address Owned
Undertakings Directly owned: :
c/o Baker & McKenzie, 15/f,
168 Tun Hwa North Road,
Morganite Thermal Ceramics (Taiwan) Limited Taiwan Taipei 105, Taiwan, ROC 88%

On 27 April 2021 Thermal Ceramics UK Limited sold it's 35% equity stake in Jemmtec Limited for £14,182,000. A gain of
£9,682,000 was recognised in 2021 in relation to this transaction.
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Notes (continued)

14 Stocks
2022 2021
£000 _ £000
Finished goods and goods for resale 528 470
528 470

The amount of stocks expensed in the profit and loss account during the year was £7,022,000. (2021: £7,127,000). The value of
stocks written down and expensed in the profit and loss account during the year amounted to £36,000. (2021: £53,000).
Transportion costs incurred on the delivery of stocks sold and expensed in the profit and loss account during the year amounted to
£729,000 (2021: £739,000).

15 Debtors
2022 2021
£000 £000
Trade debtors 2,102 1,881
Amounts owed by Group undertakings 20,613 18,951
Taxation and social security 107 68
Other debtors 208 299
Prepayments and accrued income 176 148
' 23,206 21,347
Due within one year 11,020 9,161
Due after more than one year 12,186 12,186

Unsecured loan owed by Group undertakings of £12,186,000 was provided in 2021 and is repayable on 24 May 2024.

Interest has been charged on this loan at the following rates:

- From 1 January 2022 to 30 September 2022: Libor plus 2.0%

- From 1 October 2022 to 17 November 2022: SONIA plus 2.0%

- From 18 November 2022 to 31 December 2022: SONIA plus 2.40%.
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Notes (continued)

16 Creditors
Creditors: amounts falling due within one year Note 2022 2021
£000 £000
Trade creditors 1,408 817
Amounts owed to Group undertakings 11,471 805
Lease liabilities 11 - 10
Other creditors 1,375 989
Accruals 1,403 2,327
15,657 4,948

Amounts owed to group undertakings relate to trading balances of £8,471,000 which are unsecured and repayable on demand and no

interest is charged; and an unsecured loan of £3,000,000 which is due for repayment on 18 September 2023.

Interest has been charged on this loan at the following rates:

- From 1 January 2022 to 30 September 2022: Libor plus 2.0%

- From 1 October 2022 to 17 November 2022: SONIA plus 2.0%

- From 18 November 2022 to 31 December 2022: SONIA plus 2.40%.

Creditors: amounts falling due after more than one year 2022
£000
Unsecured loan owed to Group undertakings 8,460

2021
£000

6,760

Unsecured loan from Group undertakings is due for repayment on 22 December 2025.

Interest has been charged on this loan at the following rates:

- From 1 January 2022 to 30 September 2022: Libor plus 2.0%

- From 1 October 2022 to 17 November 2022: SONIA plus 2.0%

- From 18 November 2022 to 31 December 2022: SONIA plus 2.40%.
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Notes (continued)

17 Provisions for liabilities
2022 2021
£000 £000
Dilapidations:
At beginning of year , 337 337
Utilised during year - -
At end of year 337 337

The provision held for dilapidation costs relates to the contractual obligation that exists to restore the previously leased property
at Commercial Road to its original condition. The provision is management's best estimate to comply with this obligation. The

provision is expected to be utilised within 2023.

2022 2021
£000 £000
Employee Litigation
At beginning of year 68 -
Provided during year 10 68
Released during year an -
At end of year 61 68

The provision held is for Employee litigation made against the Company. The provision is management's best estimate and is
expected to be utilised within 2023.

Deferred Tax

At the end of the year there is an unprovided deferred tax asset of £4,684,000 (2021: £3,502,000). This increase of £1,182,000 is
because the balance as at 31 December 2022 was calculated at the rate of 25% (the enacted tax rate), whereas the balance at 31
December 2021 was calculated at the tax rate of 19%. The deferred tax asset is not provided as management believe there is
insufficient certainty that future taxable profits will be generated to utilise the defemred tax asset in the Company as it is the
intention of management to offset taxable profits to other loss-making entities within the Group via group relief. The deferred tax
asset will be recovered if the Company generates sufficient taxable profits in the future which are not offset via group relief. The
deferred tax asset has been calculated on the rate of 25% substantively enacted at the balance sheet date.

18 Capital and reserves
Ordinary shares
In thousands of shares 2022
On issue at 1 January 2022 and 31 December 2022 26,650
2022 2021
£000 £000
Allotted, called up and fully paid
Ordinary shares of £1 each 26,650 26,650
Reserves 2022 2021
£000 £000
Revaluation reserve
Revaluation of land and building 130 136
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19 Commitments and contingent liabilities

The Company participates in a cash pooling arrangement provided by Lloyds Bank plc with other UK Group companies. This
cash pooling arrangement was revised in 2022 leading to a change in the provision of guarantees. The Company no longer
provides any guarantees for liabilities of the other participating companies to the bank. In 2021, the Company did provide such
guarantees and these were limited to the lower of: ’

a) an amount equal to the base currency amount of the total liabilities in the cash pool; and

b) an amount equal to the base currency amount of such guarantor’s own net credit balance in the cash pool.

At the balance sheet date, the guaranteed amount was £nil (2021: £50,000).

Where the Company enters into financial guarantee contracts to guarantee the indebtedness of other companies within its group,
the Company considers these to be insurance arrangements and accounts for them as such. In this respect, the Company treats the
guarantee contract as a contingent liability until such time as it becomes probable that the Company will be required to make a
payment under the guarantee.
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20 Employee benefits: pensions
The Morgan Pension Scheme and the Morgan Group Senior Staff Pension and Life Assurance Scheme

The Company participates in two defined benefit schemes in the UK. The assets of these schemes are held in separate trustee-administered
funds, The Morgan Pension Scheme (MPS) and the Morgan Group Senior Staff Pension and Life Assurance Scheme (SSS). These schemes
were closed to new entrants on 1 August 2011, with any new employees receiving benefits through the Morgan Group Personal Pension Pian,
a defined contribution arrangement. The Morgan Group Senior Staff Pension and Life Assurance Scheme was closed to the future accrual of
benefits on and with effect from 6 April 2016. Employees active in the Scheme as at that date were enrolled in The Morgan Group Personal
Pension Plan, with the option to opt out under relevant UK legislation.

On 30th September 2016 the Company adopted a new Morgan-Group policy to allocate costs associated with the UK pension schemes
between the various Participating Employers, based on an cvaluation of each entity’s share of overall Scheme liabilities. This ensures that the
pension liability is reflected in the entity that employed the participant. This resulted in a reallocation of £23,900,000 of the Schemes’ net
liabilities into the Company. Previously none of the scheme assets and liabilities were recognised on the balance sheet of the Company.

2022 2021

Pension plans and employee benefits £000 £000
Present value of funded defined benefit obligations (36,164) (54,928)
Fair value of plan assets 39,183 49,264
Net asset/(obligation) 3,019 (5,664)
Movements in present value of defined benefit obligation
At 1 January (54,928) (60,825)
Reallocation of defined benefit obligation - -
Current service cost - -
Interest cost (1,0349) (735)
Remeasurement gains/(losses):

Changes in financial assumptions 19,274 4,310

Changes in demographic assumptions (52) 840

Experience adjustments on benefit obligations (1,635) (551)
Benefits paid 2,211 2,033
Past service costs - -
At 31 December (36,164) (54,928)
Movements in fair value of plan assets
At 1 January 49,264 47,705
Interest on plan assets 946 586
Remeasurement gains (18,055) 1,311
Contributions by employer 9,239 1,695
Benefits paid (2,211) (2,033)
At 31 December 39,183 49,264

2022 2021

Pension plans and employee benefits £000 £000
Expense recognised in the income statement
Past service cost - -
Administrative expenses (88) (100)
Net interest on net defined benefit liability (88) (149)
Total expense (176) (249)
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20 Employee benefits: pensions (continued)
Remeasurement gains/(losses) recognised on defined benefit obligation:
Changes in financial assumptions 19,274 4,310
Changes in demographic assumptions (52) 840
Experience adjustments on benefit obligations (1,635) (551)
Remeasurement gains recognised on plan assets (18,055) 1,311
(468) 5,910
The fair values of the plan assets were as follows:
£000 £000
Equities and growth assets 2,626 14,047
Bonds 1,887 9,857
Matching insurance policies 8,166 11,265
Liability Driven Investments 23,703 11,899
Other 2,801 2,196
Total 39,183 49,264

The assumptions used are best estimate assumptions chosen from a range of possible actuarial assumptions which may not be borne out in
practice. The principal assumptions are the discount rate and inflation assumptions which are long-term and measured on external factors,
based upon each plan’s duration. In addition to these, the mortality assumption in the UK is material to the cost of the promised benefits.
The assumed increases in salaries and pensions in payment are derived from assumed future inflation.

Principal actuarial assumptions at the year end were as follows:

2022 2021
Assumptions: % %
Inflation (RPI & CPI) 3.26/2.47 3.40/2.61
Discount rate 4.81 1.92
Pensions increase 3.00/3.11/3.70 3.00/3.22/3.75
Salary increase n/a n/a
Mortality - post-retirement:
Life expectancy of a male aged 60 in accounting year 25.8 years 26.0 years
Life expectancy of a male aged 60 in accounting year + 20 27.2 years 274 years
History of the plans
The history of the plans are as follows:
Balance Sheet 2022 2021
£000 £000
Present value of the defined benefit obligation (36,164) (54,928)
Fair value of plan assets 39,183 49,264
Asset/(Deficit) 3,019 (5,664)
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20 Employee benefits: pensions (continued)
Funding:

The most recent full actuarial valuations of the Schemes were undertaken as at March 2022 and resulted in combined assessed deficits of
£49.7 million on the 'Technical Provisions' basis. On the basis of these full valuations, the Trustees of the UK Schemes, having consulted
with the Group, agreed to make a lump sum contribution to the scheme of £67.0 million on 29 December 2022 in lieu of the remaining
contributions that would otherwise have been due under the existing recovery plan from the 31 March 2019 valuations. The sum paid also
represented the value of the deficit on the more prudent 'Long Term Objective’ basis. As a result, no further contributions to the Schemes are
expected to be required pending the results of the next full valuations as at 31 March 2025.

Sensitivity analysis
The sensitivities of the Company’s net balance sheet to the principal assumptions are: 2022 2021
Increase effect Increase effect
Change in assumption £000 £000
Discount rate Decrease by 0.1% 399 805
Inflation Increase by 0.1% 162 336
Mortality - post retirement Pensioners live 1 year longer 957 1,939

These sensitivities have been calculated to show the movement in the net balance sheet in isolation, and assuming no other changes in market
canditions at the accounting date. This is unlikely in practice - far example, a change in discount rate is unlikely to occur without any
movement in the value of the assets held by the Company's schemes.

Defined contribution plans

The Company operates a defined contribution pension plan (the Morgan Group Personal Pension Plan). The total Company expense relating
to this plan in 2022 was £227,000 (2021: £188,000).

Total pension contributions outstanding at the year end was £Nil (2021: £Nil).
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21 Share-based payments

Certain employees of the Company participate in various share option programmes that allow Morgan Group employees to
acquire shares in the ultimate parent company. Under the Morgan Advanced Materials plc Long-Term Incentive Plan (LTIP')
awards of shares are made or have been made to various key executives. The ultimate parent company also maintains a UK
all-employee Sharesave scheme (‘Employee Sharesave Scheme 2004'). The grant date fair value of options granted to
employees is is recharged by the ultimate parent company, with a corresponding entry in the Company’s profit and loss
account. The amount recognised as an expense is adjusted to reflect the actual number of share options for which the related
service and non-market vesting conditions are met.

In the year ended 31 December 2022, the Company has recongised expenses in the profit and loss account related to share-
based payments of £191,000 (2021: £54,000).

The 2022 consolidated financial statements of Morgan Advanced Materials plc gives full information on the terms and
conditions applying to share options outstanding at 31 December 2022,

22 Related party transactions

There were no related party transactions during the year ended 31 December 2022.

During the year ended 31 December 2021, the company sold goods and services to its associate, Jemmtec Limited up to the
27th April 2021, to a value of £22,000. Amounts receivable from Jemmtec Limited was £4,000 as at the year ended 31
December 2021.

During the year ended 31 December 2021, the company purchased goods and services from its associate, Jemmtec Limited, to
a value of £4,000. Amounts payable to Jemmtec Limited was £1,000 at the year end.

On 27 April 2021 Thermal Ceramics UK Limited sold it's 35% equity stake in Jemmtec Limited.

23 Ultimate parent company and parent undertaking of larger group of which the company is a member

The Directors regard Morgan Europe Holding Limited, incorporated in England and Wales, as being the Company’s
immediate parent undertaking and Morgan Advanced Materials plc, incorporated in England and Wales, the ultimate parent
undertaking. The smallest and largest group in which the results of the Company are consolidated is that headed by Morgan
Advanced Materials plc. The Consolidated accounts of Morgan Advanced Materials plc are available to the public and may be
obtained from its registered office situated at York House, Sheet Street, Windsor, Berkshire SL4 1DD.

24 Subsequent events

The Morgan Group, including the Company, experienced a cyber security incident in January 2023, having detected
unauthorised activity on the network. Immediate steps were taken to contain the incident, launch incident response plans,
engage specialist support services and embark on restoring systems, with the Company now being operational.

This has been treated as a non-adjusting post balance sheet event and there has been no impact on the financial results
reported for the year ended 31 December 2022. Good relationships have been maintained with customers and delays were
kept to a minimum. The Directors are confident that this does not impact the going concern status of the Company.

There were no other reportable subsequent events following the balance sheet date.
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