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Lombard Medical Technologies Limited

‘Strateglc report
for the year ended 31 December 2015

The directors present the strategic report on Lombard . Medlcal Technologres erlted (the "Company") for the year
ended 31 December 2015. . . ’

These ﬁnancial statements are the first that the Company has prepared following the adoption of Financial
Reporting Standard 101 ‘Reduced Dlsclosure Framework’. Further details can be found in'the accountmg policies
- on page 14. :

Review of the business

The Company is a holding company of a group of compames specialising in developlng, manufactunng, and
marketing endovascular stent-grafts used in the repair of aortic aneurysms. The Company recharges corporate
costs to its subsidiary investménts.. . .

Up until 30 April 2014 the Company was the ultimate parent undertaklng of the Group. On 30 Aprrl 2014 the
‘Group effected a change of domicile pursuant to which Lombard Medical Technologies plc became a wholly-

owned sub51d1ary of Lombard Medical, Inc., a new Cayman Islands domiciled holding company. The existing
shares in Lombard Medical Technologies plc were exchanged for new shares in Lombard Medical, Inc. undera UK -
High Court approved Scheme of Arrangement. Following the Scheme of Arrangement, the trading in shares of
Lombard Medical Technologies plc on the London Stock Exchange’s AIM market was cancelled and Lombard
" Medical Technologies plc re-registered as a private company, Lombard Medical Technologies Limited.

Results

The audited financial statements for the year ended 31 December 2015 are set out on pages 11 to 28. The
Compary incurred 4 loss for the financial year of £62.6 million (2014: £1.6 million) and had net assets of £18.5

~ million (2014: £81.1 million). The large increase in loss for the current year relates to a £61.7 million provision -
taken against the value of amounts due from Group undertakings, primarily related to the market capitalisation of '
the Group and the transaction value of the recent acquisition of the Group's closest competitor which does not’
support the amount due. The provision-of £61.7 million has been recogmsed within exceptional administrative
expenses.

Future developments

The Company i is expected to continue to act as an 1ntermed1ary holding company and invest in its subs1d1ar1es

‘Principal Risks and Uncertainties

The Company faces a number of risks and uncertamtles The main I'lSkS have been 1dent1ﬁed as follows:

(\,

F undmg
The Company relies on funding from its parent company, Lombard Medical, Inc If it fails to obta.m such funding
in the future the Company may need to scale back operations and seek additional sources of funding.



- Lombard Medieal Technologies Linﬁted

-Strateglcreport o B e
for the year ended 31 December 2015 (contlnued) -

Fmancmg .

The Company is dependent on its 1mmed1ate parent Lombard Medical Inc., for financial support. Wrthout this
ongoing support, the company will be unable to continue as a going concern for the 12 months from the date of
approval of these financ1al statements. .

Lombard Med1ca1 Inc’s forecasts show that it can contmue as a going concern, and continue to support its -

- subsidiaries, for a period of 12 months from the date of approval of these financial statements. This is based on-
_management s expectations regarding product sales, cost structure, ¢urrent cash burn rate and operating

-assumptions. Furthermore, management is seeking funding from a number of external sources, including debt and
equity finance and strategic partnerships, expects that.this will result in the securing of sufficient funds to enable

. Lombard Medical Inc. to be able to fund its subsidiaries for the next 12 months.

The financial statements of the Company have therefore been prepared on a going concern basis, because the
directors have a reasonable expectation that Lombard Medical, Inc. will be able to continue to fund the Company
for a period of no less than 12 months from the date of approval of these ﬁnancral statements.

However, the aforementioned additional funding is not committed as at the date of these ﬁnancial statements, and
were it not to be secured, Lombard Medical Inc. would deplete its cash reserves by February 2017 and be unable to
fund its subsidiaries. The Company would not therefore be a going concern. :

These conditions represent a material uncertamty that may cast srgmﬁcant doubt on the Company’s ab111ty to
- continue as a going concern. These financial statements do not include the adjustments that would result if the
. Company were unable to continue as a going concern. '

E mancral risk management

The Company is exposed to a number of financial nsks the Group’s finance department has pohcres and
procedures to manage credit risk, foreign exchange risk and liquidity risk and circumstances where it would be
appropriate to use financial instruments to manage these. It is the Group’s polrcy that no speculative tradmg in
financial instruments shall be undertaken .

Cr'edi t, risk

The Company’s principal financial assets are cash and short-term cash equiAvalents Risk is minimised through the
Group’s investment policy restricting the investment of surplus cash to interest bearing deposits principally’ held
wrth major UK bankmg groups

Ltqutdzty risk ) _ '
quu1d1ty risk is discussed in the financing note above as well as the gomg concern note in the D1rectors Report on
: page 5

Forezgn exchangerisk - B 4 ' B

The Company’s functional currency is Pounds Sterling (GBP). However, during the year the Company had
exposure to other currencies, principally Euros (EUR) and US Dollars (USD). The Company’s policy is to
maintain natural hedges, where possible, by matching cash balances and receipts with planned expenditure.



Lombard Medical Technologies Limited

Strategic report
for the year ended 31 December 2015 (continued)

Key Performance Indicators (KPIs)

The directors of Lombard Medical Technologies Limited do not primarily focus on their management of the
activities of the Company on a legal entity basis. Instead business performance is monitored, assessed and
managed on a Group basis. Therefore the Company’s directors do not set KPIs at a legal entity level, and as a
result such KPIs are not presented for Lombard Medical Technologies Limited.

By order of the board

William Kullback

Director and Company secretary
15 December 2016



Lombard Medical T echnologies Limited

" Directors' report
for the year ended 31 December 2015

The dtrectors present their annual report and the audited ﬁnanmal statements of the Company for the year ended 31
December 2015. .

The Company isa wholly owned subsidiary of Lombard Medlcal Inc. and is included in the consohdated financial

statements of Lombard Medical Inc. which.are publicly avallable Consequently, the Company has taken advantage

of the exemption from preparing consolidated financial statements under the terms of SCC[]OI’I 401 of the
Compames Act 2006

) Prmclpal actmty

The Group s principal activities are the design and development of endovascular stent grafts their manufacture,
and commercialisation either directly through the Group’s own sales force or through a network of local
dlstnbutors supported by clinical spec1a11sts from the Group.

Asa holdmg company, the Company s principal act1v1ty is the investment in its sub31d1ary undertakings. -

Lombard Medical Technologles Lmuted is a private lmuted company 1ncorporated in the Umted Kingdom under
the Compames Act,and it is domiciled within the United Kingdom. Lombard Medical, Inc is the ultimate parent
of the Group to Wthh the-Company belongs : . :

Review of business and future developments

The audited ﬁnancral statements for the year ended 31 December 2015 are set out on pages 11 to 28. The
‘Company incurred a loss for the financial year of £62.6 million (2014: £1. 6 million). A review of the key
operational highlights and future developments can be found in the Strategic Report on page 2.

" Dividends -

The directors do not recommend the payment of a dividend (2014: £nil).

 Going concern

The Company is dependent on its immediate parent Lombard Medical Inc., for financial support. Without this
. ongoing support, the company will be-unable to continue as a going concern for the 12 months from the date of
“approval of these financial statements

- Lombard Medical Inc’s forecasts show that it can continue as a going concern, and continue to support its
subsidiaries, for a period of 12.months from the date of approval of these financial statements. This is based on

- management’s expectations regarding product sales, cost structure, current cash burn rate and operating

assumptions. Furthermore, management is seeking fundmg from a number of external sources, including debt and

equity finance and strategic partnerships, expects'that this will result in the securing of sufficient funds to enable

Lombard Medical Inc. to be able to fund its subsidiaries for the next 12 months.

The financial statements of the Company have therefore been prepared on a going concern basis, because the
directors have a reasonable expectation that Lombard Medical, Iric. will be able to continue to fund the Company
for a period of no less than 12 months from the date of approval of these financial statements.

However, the aforemennoned additional funding is not-committed as at the date of these financial statements, and
were it not to be secured, Lombard Medical Inc. would deplete its cash reserves by February 2017 and be unable to
fund its subsidiaries. The Company would not therefore be a going concern.

2~e



. Lombar,d Medical Teeh_nologies Limited

o Dlrectors report -
for the year ended 31 December 2015 (contmued)

Gomg concern (contmued) A

These condmons represent a material uncertainty that may cast significant doubt on the Company s ability to
continue as a going concern. These financial statements do not include the adjustments that would result if the -
Company were unable to continue as a gomg concern. :

K Fmancnal rlsk management

The company's exposure to financial risks and its policies and procedures to manage such I'lSkS are dlSCUSSCd in the
_ Strateglc report on page 3. .

Dlrectors

- The directors who held office dunng the year and up to the date of the sxgmng of the financial statements were as
follows:

S Hubbert

~ W Kullback
P Phillips
I Ardill (Resigned 19 February 2015)
S Neathercoat (Resigned 1 April 2015)
C Rennie (Resigned 1 April 2015)

Directors’ mdemmtles

The Company has granted a qualifying tlnrd party mdemmty to. each of its directors agamst liability in respect of
proce:dings brought by third parties which was in force during the financial year and remains in force as at the date
of approving the financial statements.

'Dlrectors responsrblhtles statement

The dlrectors are responsible for prepa.nng the Strategic report and Director's report and ﬁnanc1al slatements 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 prepared the financial statements in accordance with applicable law and the United Kingdom
Accounting Standards (United Kingdom Generally Accepted Accountmg Practlce), mcludmg Financial Reporting
_Standard 101 Reduced Disclosure Framework (FRS 101).

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 preparmg these financial statements, the directors are requlred to:
select suitable accountmg pohcles and then apply them cons:stently,
o make judgements and accounting estimates that are reasonable and prudent;
o . state whether applicable United Kingdom Accounting Standards, including FRS 101, have been followed,
subject to any material departures disclosed and explained in the financial statements; and -
o " notify the Company’s shareholders in writing about the use of dlsclosure exemptions, if any, of FRS 101
‘ used in the preparation of ﬁnanc1al statements.



Lombard Medical Technologies Limited

Directors' report
for the year ended 31 December 2015 (continued)

Directors’ responsibilities statement (continued)

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.

Statement of disclosure of information to auditors

In the case of each director in office at the date the directors’ report is approved, the following applies:

e So far as each director is aware, there is no relevant audit information of which the Company’s auditors are
unaware; and

e Each has taken all steps that each ought to have taken as a director in order to make himself aware of any relevant
audit information and to establish that the Company’s auditors are aware of that information.

On behalf of the board

(,Qu_..\(«é————-

William Kullback
Director & Company Secretary
15 December 2016



Lombard Medical Technologies Limited

Independent auditors’ report to the members of Lombard Medlcal
Technologles Limited . :

- Report on the financ1al statements

Our oplmon

In our opmlon except for the failure to produce consolidated financial statements described in the Basis for our
qualified opinion paravraph below Lombard Medical Technologies Limited’s financial statements (the
“financial statemenits™): .
e -give a true and faxr view of the state of the llmlted hablhty partnershlp s affalrs as at 31 December
2015 and of its loss for the year then ended;
e have been properly prepared in accordance with Umted ngdom Generally Accepted Accountlng
Practice; and.
e have been prepared in accordance with the requirements of the Companies Act 2006 as applled to
limited liability partnerships by the Limited Liability Partnershxps (Accounts and Audlt) (Apphcatlon
of Companies Act 2006) Regulatlons 2008.

. Basis for-our qualified opinion arising from failure to produce coAnsolidated financial statements

As explained in note 1 to the financial statements, Lombard Medical Technologies Limited is not entitled to
the exemption from the requirement to produce consolidated financial statements under section 401of the
Companies Act 2006, as it has not met all of the necessary conditions. Consequently, the Company should
have produced consolidated financial statements for the parent company and its subsidiary undertakings .

What we have audited

The ﬁnanc1al statements, 1ncluded within the Annual report and ﬁnanmal statements (the “Annual Report”)

- comprise:

- o the statement of financial position as at 31 December 2015;
" e the statement of total comprehensive loss for the year then ended;
. “the statement of changes in equity for the year then ended; and

e the notes to the ﬁnanc1al statements which include a summary of s1gmﬁcant accountlng pohcles and
other explanatory information. :

‘The financial reportmg framework that has been applied in the preparation of the ﬁn’anciat statements-is United
Kingdom Accounting Standards, comprising FRS 101 “Reduced Disclosure Framework”, and applicable law -
(United Kingdom Generally Accepted Accounting Practice). :

In applying the financial reporting framework, the directors have made a number of subjective judgements, for
example in respect of significant accounting estimates. In making such estimates, they have. made assumptions
and considered future events. .

Emphasis of matter in opinion

In formmg our oplmon on the financial statements, wh1ch is not modified, we have considered the adequacy of
the disclosure made in note 1 to the financial statements concerning the Company's ability to continue as a
going concern. The Company is dependent on funding from its immediate parent, Lombard Medical, Inc., to be
able to continue to trade. Lombard Medical, Inc. cannot continue to fund the Company if it does not secure
funding that is uncommitted as at the date of approval of these financial statements. '

These conditions, along with the other matters explained in note 1 to the financial statements, represent a -
material uncertainty which may cast significant doubt on the Company's ability to continue as a going concern. -
The financial statements do not include the adjustments that would result if the Company was unable to
continue as a gomg concern,



N Lombard Medical Technologies Limited

Independent audltors report to the members of Lombard Medlcal
Technologles lelted (contmued) '

Oplmon on other matter prescrlbed by the Compames Act 2006

“In our oplmon the information given in the Directors’ Report for the ﬁnanmal year for which the ﬁnancral
. statements are prepared is consistent with the financial statements. ‘

Other matters on which we are required to report by exception

‘Adeq'uacy of accounting records.andvinformation and explanations received

Under the‘C'ompanies Act 2006 we are required to report to you if, in our opinion:

. . we have not received all the information and explanations we reqnire for our audit; or

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

o the financial statements are not in agreement with the accountmg records and returns. -
We have no exceptlons to report arising from this responsrbrlrty.
- Directors’ remuneration ' '

Under the Companies Act 2006 we are required to report to you if, in our opinion, certain disclosures of
directors’ remuneration specified by law are not made. We have no exceptrons to, report ansmg from this
respon81b111ty ‘

Responsrbllltres for the financnal statements and the audlt
Our responsibilities and those of the directors

As explained more fully in the Directors’ Responsibilities Statement set out on page 5, the directors are -
responsible for the preparation of the financial statements and for being satlsﬁed that they give a true and fair
view. : .

Our responsrbilrty is to audit and express an opinion on the financial statements.in accordance with applicable
law and Intematlonal Standards on Auditing (UK and Ireland) (“ISAs (UK & Ireland)”). Those standards
require us to comply with the Auditing Practices Board’s Ethical Standards for Auditors.

- This report, including the opinions, has been prepared for and only for the company’s members as a body in
accordance with Chapter 3 of Part 16 of the Companies Act 2006 and for no other purpose. We do not, in-
giving these opinions, accept or assume responsibility for any other purpose or to any other person to whom
this report is shown or into whose hands it may come save where expressly agreed by our prior consent in

© writing. -

What an audit of financial statements invol\;es

We conducted our audit in accordance with ISAs (UK & Ireland). An.audit involves obtaining evidence about A

the amounts and disclosures in the financial statements sufficient to give reasonable assurance that the financial

- statements are free from material mlsstatement whether caused by fraud or error. This includes an assessment
of:

e ‘whether the accounting policies are appropriate to the company’s circumstances and have been'
consistently applied and adequately disclosed;

¢ the reasonableness of significant accounting estimates made by the directors; and
o the overall presentation of the financial statements.

We primarily focus our work in these areas by assessing the drrectors judgements agamst avarlable evrdence,
* forming our own judgements, and evaluatmg the disclosures in the financial statements. .



Lombard Medicnl Technologies Limited

Independent audltors report to the members of Lombard Medlcal '
Technologies Limited (contmued) , .
What an audit of fi nanclal statements involves (continued) - o

We test and examine information, using sampling and other auditing techniques, to the extent we consider

necessary to provide a reasonable basis for us to draw conclusions. We obtain audit ewdence through testmg .

the effectiveness of controls, substantive procedures or a combination of both.

In addition, we read all the financial and non-financial information in the Annual Report to 1dent1fy material
_inconsistencies - with the audited financial statements and to identify any information that is apparently

- materially-incorrect based on, or matenally inconsistent with, the knowledge acquired by us in the course'of

performmg the audlt If we become aware of any apparent material mlsstatements or inconsistencies we

6r and on behalf of PrlcewaterhouseCoopers LLP -
Chartered Accountants and Statutory Audltors
'Reading

Date: 1S QQ,can\.Anf 206
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Lombard Medical Technologies Limited

Statement of total comprehensive loss
For the year ended 31 December 2015 i

Year endéd 31 December ‘

Total comprehensive loss for the financial year .

. 2015 - . 2014
“Note ~  £000 -  £000
‘Other income.— managémént chargé - 2,912
" Administrative expenses: ) . |
Excluding exceptional items (820) (4,551)
Exceptioﬂal items, A o 4,10 (61,713) ‘ R
Administrative expenses including exceptional items. . 4 (62,533) . (4,551) .
Operating loss B 3 (62,533) (‘1,A639)
Finance income o 25 91 .
© Finance costs ; o 49) .- 5
. Loss on ordinary activities before taxation . . (62,557) - . (1,599)
Taxation B o 7 ' ' . _ E -
Loss for the financial year (62,557) ,(1,599)
'Other comprehensive income for the financial year - _ -
62,557) (1,599)

1



Lombard Medical Technologies Limited

Statement of financial position
As at 31 December 2015

As at 31 December

2015 2014
Note £000 £000

Assets
Investments in subsidiary undertakings 8 2,102 2,102
Non-current assets 2,102 . 2,102

Current assets

Prepayments and other receivables 9 153 134
Amounts due from subsidiary undertakings 10 22,589 80,612
Cash and cash equivalents 3,777 23,800
26,519 104,546
Creditors: amounts falling due within one year 11 (8,249) (23,850)
Net current assets 18,270 80,696
Total assets less current liabilities 20,372 82,798
Borrowings 12 (1,829) (1,698)
Net assets 18,543 81,100

Equity
Ordinary shares 13 33,106 33,106
Share premium 13 79,900 79,900
Other reserves 13 11,118 11,118
Accumulated losses (105,581) (43,024)
Total shareholders’ funds 18,543 81,100

The financial statements on pages 11 to 28 were approved by the Board on __ December 2016 and were signed

on its behalf by:

) M A7 S

William Kullback
Director

15 December 2016

Lombard Medical Technologies Limited registered number: 04636949

12



- Lombard Medical Technologies Limited

Statement of changes in equlty
. Forthe year ended 31 December 2015

Sharev

(r)ther:Accumulate" N Total

Ordin
| -ary . premium reserves ° d losses shareholders
- shares 8 . > funds
, . A _ £000 £000 . C£000 - £000 - £2000
" Balance as at 1 January 2014 33,106 79,900 11,118 (41,755) 82,369
Total comprehensive loss for the : :
ﬁnanmal year. - - - (1,599) (1,599)
Share-based compensation ' - - - . 330 - .330
Balance as at 31 December 2014 33,106 79900 11,118  (43,024). - 81,100 -
Balance as at 1 January 2015 33,106 © . 79,900 . 11,118 - (43,024) - 81,100
- Total comprehenswe loss for the ‘ o '
-financial year A - - L . (62,557) (62,557)
. Balance as at 31'Decembei_"2015 : 33,106 79,900 11,118  (105,581) - 18,543

13



' Lombard Medical Technologies Limited

Notes to the financial statements .
f’or _the year ended 31 December 2015

-1 General mformatron

Lombard Medical Technologies Lmuted {the “Company ’) is an intermediate holding company of a group of ‘
companies specialising’in developing, manufacturing, and marketmg endovascular stent-grafts used in the
repaxr of aortic aneurysms. -

" The Company is a private limited company incorporated in the United Kingdom under the Companies Act, and
it is domiciled within the United Kingdom.. Lombard Medical, Inc. is the ultimate parent of the Group to
which the Company belongs

The address of the Company ] reglstered office is Lombard Medlcal House, 4 Trident Park Basil Hlll Road
Didcot, Oxfordshnre OX11 7HJ. ‘The Company s registered number i is 04636949, .

2 Summary of prmclpal accountmg policies

The principal accounting policies adopted by the Company in the preparation of these financial statements are
set out below and have been consrstently applled throughout the period unless otherwise stated.

Basrs of preparatlon

The financial statements of Lombard Medical Technologies Limited have been prepared under the hlstoncal
_cost convention and in accordance the Companies Act of 2006 as applicable to companies using Financial
Reportmg Standard 101 - ‘Reduced Disclosure Framework’ (FRS 101) as issued by the Financial Reporting
“Council. The ﬁnancral statements are presented in Pounds Sterling (£), which is also the Company’s functional

currency.

Lombard Medrcal Technologles Limited is not entitled to the exemption from the requirement to produce
consolidated financial statements under section 401 of the Companies Act 2006, as it has not met all of the
necessary conditions. Consequently, the Company should have produced consolldated financial statements for
* the parent company and its sub51d1ary undertakmgs

Ch’anges in accountmg policies

This is the first year in which the ﬁnancral statements of the Company have been prepared in accordance wrth
FRS 101. The date of transition to FRS 101 is 1 January 2014. An explanation of the transition is included in
note 18 of these financial statements. In applying FRS 101 for the first time the Company has applied early the -
amendments to FRS 101 which permits 4 first-time adopter not to present an opening balance sheet at the
beginning of the earliest comparattve penod presented. -

Parent company

These financial statement_s are separate financial statements. Details of the ultimate parent of the Group,
Lombard Medical, Inc. (“LM Inc.”), in whose consolidated financial statements the Company is included are
publicly _available. See note 17 for details of the ultimate parent company. -

Disclosure exemptions

As permitted by FRS 101, the Company has taken advantage of the disclosure exemptrons available under that
- standard in relation to the following: :

Paragraph 38 of IAS 1 ‘Presentanon of Financial Statements to present comparative mformatron in
respect of paragraph 79(a)(iv) of IAS 1;

The requirements of paragraphs 10(d), 10(f), 16, 38A, 38B, 38C; 38D, 40A, 40B, 40C, 40D, 111 and
134.t0 136 of IAS 1 ‘Presentation of Financia] Statements’;

The requirements of IAS 7 ‘Statement of Cash Flows’;

14



Lombard Medical'.Technologies Limited .

Notes to the fmanclal statements
‘for the year ended 31 December 2015 (contmued)

Summary of principal accountmg pohcres (contmued)
Dlsclosure exemptlons (contmued) -

e The requrrements IAS 24 ‘Related Party stclosures to disclose related pany transactions entered
. into between two or more members of a group, provided that any subsidiary which i is ‘a party to the
transaction is wholly owned by such a member. ’ .

Crltlcal accountmg estimates and Judgements

The preparation of the financial statements in conformity with FRS 101 requires management to make
judgements, estimates and assumiptions. These judgements; estimates and assumptions affect the reported
amounts.of assets and liabilities as well as. income and expenses in the financial statements provided.

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. The
actual outcorme is not expected to dlffer significantly from the estimates and assumptions made. -

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting
estimates are recognized in the period in which the estimate is revised if the revision affects only that period or
the period of revision and future periods if this revision affects both current and future periods.

. Going concern

-The Company is dependent on its immediate parent, Lombard Medical Inc for ﬁnanmal support. Without this
_ ongoing support, the company will be unable to continue as a gomg concern for the 12 months from the date of
approval of these financial statements. .

. Lombard Medical Inc’s forecasts show that it can continue as a going concern, and continug to support its

" subsidiaries, for a period of 12 months from the date of approval of these financial statements. This is based on
management's expectations regarding product sales, cost structure, current cash burn rate and operating
assumptions. Furthermore, management is seeking funding from a.number of external sources, including debt .
and equity finance and strategic partnerships, expects that this will result in the securing of sufficient funds to
enable Lombard Medical Inc. to be able to fund its subsidiaries for the next 12 months.

The ﬁnancial statements of the Company have therefore been prepared on a going concern basis, because the
directors have a reasonable expectation that Lombard Medical, Inc. will be able to continue to fund the -
Company for a period of no less than 12 months from the date of approval of these financial statements.

" However, the aforementioned additional funding is not committed as at the date of these financial statements,
and were it not to be secured, Lombard Medical Inc. would deplete its cash reserves by February 2017 and be
unable to fund its subsidiaries: The Company would not therefore be a going concern.

These conditions represent a material uncertainty that may cast signiﬁcant doubt on the Company’s ability to
continue as a going concern. These financial statements do not include the adjustments that would result if the
Company were unable to continue as a going concern. ‘

Foreign currencies

Foreign currency transactions are translated into the functional currency using the exchange rates prevailing at
the dates of the transactions or valuation where items are re-measured. Foreign exchange gains and losses
resulting from the settlement of such transactions and from the translation at year-end exchange rates of
monetary assets and liabilities denommated in foreign currencies are recognlsed in the Statement of total
comprehensrve loss.

15



‘Lombard Medical Technologies Limited

Notes to the fmancnal statements
for the year ended 31 December 2015 (contmued)

. Summary of prmclpal accounting pohcres (contmued)

‘ Operatmg leases

Payments arising under operating leases are charged to the statement of comprehenswe loss account as
mcurred The Company has no finance leases. ‘

" Taxation

Income tax'is recogmsed or provided at amounts expected to be recovered or paid’ usmg the tax rates and tax
laws that have been enacted or substantively. enacted at the year- -end date.

Deferred income tax is recognised on temporary differences arising between the tax-bases of assets and .
liabilities and their carrying amounts. Deferred income tax is determined using tax rates (and laws) that have
been enacted or substantlvely enacted by the balance sheet date and are expected to apply when the related

_ deferred income tax asset is reallsed or the deferred income tax hablhty is settled

Deferred income tax assets are recogmsed only to the extent that it is probable that future taxable proﬁt w1ll be
avarlable against which the temporary differences can be atilised.

Investments in subsidiaries

In the Company’s financial statements investments are carried at hlstonc cost less any provision for

. impairment. Such investments include both investments in shares issued by the subsidiary undertaking and-
other parent entity interests that in substance form part of the parent entity’s investment in the subsidiary.
Los'ses relating to impairment are immediately recognised in the Company’s Statement of comprehensive loss.

Prepayments and other receivables

SN

} Prepayments include costs paid relatmg to subsequent financial penods and are measured at cost.

Other receivables are recognised 1mt1ally at fair value and subsequently measured at amortised cost using the -
effective interest method, less provision for impairment. If collection is expected in one year or less, they are
classified as current assets. If not, they are presented as non-current assets..

Receivables are assessed for indicators of impairment at each balance sheet date. Receivables are impaired
where there is objective evidence that, as a result of one or more events that occurred after initial recognition,
the estimated future cash flows of the receivables have been affected. Appropriate allowances for estimated

" irrecoverable amounts are recognised in the statement of comprehensive loss account. The allowance
recognised is measured as the different between the asset’s carrying amount and the present value of estimated
future cash ﬂows dlscounted at the effective 1nterest rate computed at initial recogmtlon

Cash and cash equivalents

Cash and cash equivalents includes cash in hand, deposus held at call with banks, and other short-term highly
quutd investments with ongmal maturities of three months or less.

Creditors

Creditors are obligations to, pay for goods or services that have been acquired in the ordinary course of-
business from- supphers Creditors are initially recognised at fair value and subsequently measured at
amortised cost using the effective interest method

-
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- Lombard Medlcal Technologres L|m|ted

Notes to the fmancral statements o
. for the year ended 31 December 2015 (contmued)

 Summary of principal accounting policies (continued)

'Borrowmgs L A

The conversion option of a convertible instrument is assessed to determme if it meets the definition ‘of equity.
Where the conversion meets the definition of equity, the fair value of the liability portion is determined using a
market interest rate for an equivalent non-convertible instrument. This amount is recorded as a liability on an

" amortized cost basis until extmgurshed on conversion or maturity of the instrument. The remainder of the
proceeds is allocated to the conversion option; this is recognized and included in shareholders’ equity. Where

the conversion option of a convertible instrument is not assessed to meet the definition of equity, the
conversion option 1s aderivative and the re51dual amount is the liability.

Capttal debt instruments are mcluded at fair value and méasured at amoitized cost. Costs -associated with the
" issue of capital debt instruments offset against the proceeds of the instrument.

' Ordmary shares are classrﬁed as equity. Incremental costs dtrectly aitributable to the issué of new shares are
taken to the share premium account and shown in equity as a deduction from the proceeds.

_ dperating loss

Loss on ordinary activities before taxation is stated after charging/(crediting):

2015 " 2014

. . , _ £2000 £000
.Foreign exchange loss/(gain) ° - . 649 (10
Opereting lease rentals B ' . A - A
~ Land and buildings - ' 241 208
Slhare-based:compe'nsatiort expense , ‘ ‘ Co ' _ © 1330
Fees payable to, the Company’s auditors and its assocnates for the.audit of .- . 75
the parent company )

Fees payable to the Company § auditors and its associates for othet
services ' ‘
Z The Audit of the company’s subsidiaries . o : T - - 15
- Audit related assurarice services ' B - ‘ 500
" - Tax advisory service : A ; - 11
R Tax cempliance services . 24 4 15
— Non aud_it services . - . o ‘ L ' 42 A_ - 80

" 66 . 696

Commencing in.the year ended 31 December 2015, the fee .payable to the auditors for the audit of the Group is
“borne by the ultimate parent Lombard Medical, Inc., and no recharge is made.

During the year ended 31 December 2015, £139,000 (2014 £nil) of operating costs associated with the
Company’s land and buildings were recharged to one of its subsidiaries, Lombard Medical Limited.
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- Lomberd Medical Technologies Limited

”Notes to the fmanmal statements ,
- forthe year ended 31 December 2015 (contlnued)

Exceptional item

An exceptional loss of £61,713,000 has been recorded in the Statement of comprehensrve loss for the
impairment of the amount due from Lombard Medical Limited. This has arisen from a review of the amounts
_due from Group undertakings glven the overall market capitalization of the Group. See note 10 for further

1nformat10n

Employees and staff costs

" The average monthly number of employees employed by the Company (mcludmg executrve drrectors) dunng

the year analysed by actrvrty, was as follows:

| 2015 2014
By activity: Number Number
Administration ‘ 3. 2
" The aggregate remuneration comprised as follows: _
) 2015 2014
: £000 £000

Wages and salaries including restructuring costs. - 675 .-

Social security costs . - 98
Other pension costs . - a4

: Share-based compensation. expense - 75
Adjustment for prior year estimate of restructuring costs’ - -
- 892

Up until 30 April 2014, the Company was the ultimate parent undertaking of the Group.

Subsequent to the

Group’s NASDAQ Initial Public Offering, the cost-of the employees and directors of the Company was borne

by the ultrmate parent of the Group, Lombard Medtcal Inc. .

Directors’ remuneration )

2015 2014

~ £000 £000

-Fees A - 9;;'

'Salary ‘ - 430-

Bonuses . . _ - ,:177

Compensation for loss of office - 106

Pension contributions - 44

" Benefits - 24
- 878
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Lombard M,edical ‘Technologies Limited

~Notes to the fmancnal statements :
for the year ended 31 December 2015 (contmued)

Directors’ r’émuneration (continued)

From the Apnl 2014 date of the Group s NASDAQ Initial Publlc Offermg, the directors receive no
emoluments for their services from the Company (2014: £nil). Remuneration of the directors of the Company
is borne by the ultimate parent of the Group, Lombard Medical, Inc. No recharge of these costs is made to the
Company Thetr emoluments are shown in the ﬁnanc1al statements of Lombard Medlcal Inc. =

In respect of the hxohest paid dlrector, the Group pald remuneratlon of £nil (2014: £374,000) and pension

contributions of £nil (2014: £25 000) No share options were exercised by the hlghest pald Director (2014
none)

‘Taxation

2015 . 2014 -

£000 £'000
Current tax: ' :
Adjustment in respect of prior years : ' ‘ . - L -

Tax credit in respect of current year ‘ : ) ' ' - -

Total current tax . - : L ' - oo

Current tax credit for the year is lower (2014: lower), than the standard rate of corporation tax in the UK for
the year ended 31 December 2015 of 20.25% (2014: 21.5%). The differences are explained below:

2015 . 2014

£000 £000
.Loss on. ordmary activities before taxation f ' - ' (62,557) . AT (1,577) A
Loss before tax for the year at 20.25% (2014 21.5%) . . .(12,6‘6_8‘) ' | (344) ,
Amounts not deductible for tax purposes ‘ . ' , 12,497 ' 584
Losses utilized during the year o : ' o . - - (240)
Losses carried forward _ h ' o 171 - -

" Tax credit ‘ - -

The tax rate for the current year is lower than the pnor year due to changes in the UK corporatlon tax rate
which decreased from 21% to 20% from 1 April 2015. ' :

Changes to the UK corporation tax rates were substantively enacted as part of the Finance Bill 2015 on 26
October 2015. These include reductions tothe main rate to reduce the rate to 19% from 1 April 2017 and to

. 18% from 1 April 2020. A further corporation tax rate change was announced in the April 2016 budget to
further reduce the main rate to 17% from 1 April 2020 which was substantively enacted on 6 September 2016.
The Company has no deferred taxes at the balance shéet date (2014: £nil).
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Lem_bard Medical Technelogies Linﬁited

Notes to the flnanmal statements
for the year ended 31 December 2015 (contmued)

Taxatlon (contmued)

Taxatlon losses of approx1mately £12, 654 000 (2014 £12,483 000) are available to carry forward against
future profits of the Company. The deferred taxation asset at 18% (2014 20%) of £2,305,000 (2014: -
£2,497,000) has not been recogmsed in respect of these losses as the directors consider that reahsatlon is, as
. yet, uncertain.

* Investments in subsidiary undertakings

2000
Cost _ , _ y ,
':AtlJanuary2015 L | S 4,663
Additions . - C i o : _ ' -
At 31 December 2015 L o 4,663
Impairment . o '
At1January 2015 - L S 2,561
Provided in the year . . . . - e . .
© At31December2015 . - I . 2,561
Net book value _ ' o L
At 31 Deceniber 2015 S \ - 2,102

. At31 December2014 o g S 2,02

Interests in Group undertakings

E The following subsxdlary undertakings have been included in the investments in subsidiary undertakmgs All
_.interests are held directly in the form of ordmary shares. .

: Name of undertaking Principal area of activity Country of incorporation
Lombard Medical Limited Endovascular stent grafts Great Britain )
PolyBioMed Limited - - Dormant - .* | Great Britain
LionMedical Limited J | Investment holding company Great Britain =~
Lombard Medical Technologies, Irc. Endovascular stent grafts United States of America
Lombard Medical (Scotland) Ltd Endovascular stent grafts | Great Britain
Lombard Medical Technologies GmbH Endovascular stent grafts Germany

~ Allof the sub51d1anes are wholly owned by the Company The above companies operate prmcnpally in thelr -
country of i mcorporatlon All interests are held by the Company. .



Lombard Medical _Technologies Limited

: Notés to the financial statements

- for the year e_nded 31 ‘December 2015 (continued)

10

' Amounts falling due wi,thin.(jne year: 2015 2914 |
: S £000 £°000 -
o Prepayments and accrued income S T o o .89 17
Other debtors . . o - - | | B . 64 | 1.7 '
153 134 :
Amou'nts_idue from subsidiary undertakings -
| | 2000
" Cost
Atl January 2015 108307
. Addmons 3,690
| At 31 December 2015 | . 111,997
i 'Impairment 7
At January 2015 27,695
Provided in the year 61,713
At 31 December 2015 89,408
Net book value |
At 31 December 2015 22,589
. 80,612

' Prebayments and other ieceivébles

31 December 31 December

At 31 December 2014

Amounts due from subsidiary undertakings are unsecured interest free and are repayable upon demand.

Given the Group's current market capitalization, the Company evaluated the amount due to the Company from
Lombard Medical Limited for impairment. Based on the analysis performed hy management, the Company
took a provision against the amount due from Lombard Medical Limited in the amount of £61,713, OOO (2014:

£nil) to the Statement of total comprehenswe loss as an excepuonal 1tem
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‘Lombard Medi_cal Tec'hnologAies Limited |

"Notes to the fmanc1al statements

for the ‘year ended 31 December 2015 (contlnued)

Creditors: amounts falling due ‘w_ithin one year

31 December 31._:December

2015 2014 .

£000 . - £000

Tradecreditors -~ . . S m 21
Amounts awed © paren-t’cor'np'atty' . o S . 1,905 23438

-,Accruals and de'fe'rred income | ) | . . " ' ) - 47 V 391
8249 23850 °

: Borrowmgs

Ar‘nounts owed to parent company are unsecured, interest free and are repayable upon demand.

—~ "

On 28 March 2013, the Company received $2 5 million from the total $5 0 million convertlble loan fa01hty

- granted by its exclusive distribution partner in Japan, Medico’s Hirata Inc. (“Medicos”). The loan accrues

interest. of 3% per annum, payable when the loan is repand or converted. The loan is repayable seven years
from the receipt of regulatory approval for Aorfix in Japan which was granted in August 2014. Conversion of
the loan is at Medicos’ discretion and will be based on the share price at the time of conversion.

At31 December, the amount outstanding was comprised as follows: i
' ‘ ' T £000

Liability co'ntponent at 1 January 2015 . : IR - - 1,698
Interest_exbense | : e , . ' | S . 49
Currency translation difference o ' o : . 82
At3l December 2015 - S 18D

The convertible loan note is considered a financial liability with no equity component as there is a contractual
obligation to deliver a variable number of shares at the market price if the loan note is converted. The fair
value of the loan note is therefore the same whether the settlement of the obhgatlon is made in case or in shares
at the time of repayment.
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Lombar_d Medical Technologies Limited

Notes to the financial statements

- for the_year ended 31 December 2015 (continued)

Equity
i) Called up share capi'ta‘l‘ ‘ A . ’
2015 Number. 2015 Nominal 2014 Number 2014 Nominal -
of shares " valie . of shares - value
000s " £000 - 000s  £000
Allotted, called up and fully paid o ‘
brdinary shares of 20peach. - ' 44,743 , 8,949 ' 44,743 8,949
A Deferred shares of 0.862 pence each - 373,857 3223 - 373857 3,323
B Deferred s'hares'ofjl pence each k 136,186 . 1,361 136,186 - 1,361
CDeferred shares of 09 pence ach  2,174695 19573 2174695 19573
- | | 3,06 - 33106

. The Company is authorised to issue 2,729,481,559 total shares. On 24 April 2014, the Lombard Medical,

14

Inc.’s, Initial Public Offering (“IPO™) of shares on the NASDAQ Global market was priced. To facilitate the

) NASDAQ 1PO, Lombard Medical, Inc., a new Cayman Islands domiciled holding company, was ‘created and

the existing shares in Lombard Medical Technologies plc were exchanged for new shares in Lombard Medlcal

Inc. under a UK High Court approved Scheme of Arrangement." Following the Scheme of Arrangement, the
‘trading in shares of Lombard Medical Technologies plc on the London Stock Exchange's AIM market was

cancelled and Lombard Medical Technologies plc reregistered as a private company, Lombard Medical
Technologies Limited. - When the Scheme of Arrangement became effective, Lombard Medical Technologies
plc’s 44,743,187 ordinary shares of 20 pence each were exchanged for 11,185,965 ordmary shares of $0.01 -
eachin Lombard Medical, Inc as part of 4 for 1 share exchange

ii) Share premium

The share premium account consxsts of the proceeds from the i issuance of shares in excess of their par value
less assocnated issue costs. :

iii) Other reserves . = ____ .

The other reserves account arose on the conversion of convertible preference shares to ordinary shares and
represents the difference between the fair value of the preference shares and the nominal value of the ordinary
shares issued. :

Related party transactlons

"~ As permxtted by FRS 101, related party transactions with wholly owned members of lhe Lombard Medical,
" Inc. Group have not been dnsclosed - :

There have been no transactions with.other related parties.
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Lombard Medical Technelogies Limited

| Notes to the fmanmal statements

15 |
. The Company had the followmg future minimum lease payments under non- cancellable operating leases for
each of the followmg perlods

16

Financial commitments :

for the year ended 31 December 2015 (contmued)

2015

2014

£000 - £000

No later than one year . 241 122

| Later than one year and not later than five years 137 -
' 378 122

Share optlons

The Company nad no capital commitments at 31 December 2015 or 2014, . -~

" Until the NASDAQ IPO, the Company s Dlrectors officers, employees and certain former employees and

former Directors held options under the Lombard Medical Technologies Limited Share Option Plan (2005),
known as the “2005 Plan”, to subscribe for ordinary shares in the Company. Following the NASDAQ IPO,

. options held under the 2005 plan, were exchanged in a 4 for 1 exchange for options in Lombard Medical, Inc.

2015

* |Options lapsed/céncelled (20p ordinary shares)

2014
Weighted| Sharesq : Weighted Shares| -
Average Under] Average Under
Exercise Price Option| Exercise Price Option|
At beginning of year - - 170 | 5,895,706
- - (170) |(5.895,706)

Options granted (20p ordinary shares)

Options lapsed/cancelled (20p ordinary shares)

At end of year

As all outstanding options of the Group are related to the ultimate parent, Lombard Medical, Inc., share- based

compensatlon option expense for the Company for 2015 was £nil (2014: £330,000).
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| .Lombard Medlcal Technologles L|m|ted

Notes to the fmancnal statements

. for the year ended 31 December 2015 (contmued)
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18

Ultlmate parent undertakmg and controllmg party

The immediate parent undertaking and ultimate controlling party and the smallest and largest Group to
consolidate these financial statements is Lombard Medical, Inc., a company registered in the Cayman Islands.
Copies of Lombard Medical, Inc. consolidated financial statements can be obtained from the Company

“secretary at Lombard Medical House 4 Trldent Park, Dldcot Oxfordshlre OX11 7HJ or on the website at
S WWW. lombardmedlcal com. » . .

Transrtlon to FRS 101

The Company has adopted FRS 101 for the ﬁrst time having previously applied UK GAAP that was effectlve
before periods commencmg on or after 1 January 2015. The date of transition to FRS 101 was 1 January 2014.

Accordingly, the Company has prepared individual financial staternents which comply with FRS 101
applicable for periods beginning on or after 1 January 2014 and the srgmﬁcant accountmg policies meetlng

- those requirements are descnbed in the relevant notes.

In preparing these financial statements, the Company has started from an opening balance sheet as at 1 January

. 2014, and made those changes in accounting policies and other restatements required for the first-time_

adoption of FRS 101. The impact on the Statement of financial position at 31 December 2014 consists of
noncurrent investments in subsidiary undertakings of £80,612,000 (1 January 2014: £58,321,000) reclassified’
to current amounts due from group undertakings.. There were no ‘transitional adjustments to the Statement of
total comprehenswe income or the Statement of changes in equ1ty

The effects of the changé in acqounting policies on the Statement of financial position is shown in the
.- following tables: ‘ 4 .
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UKGAAP  Reclassification FRS 101
' £000 © £000 ' £2000
Assets .
Investments in subsidiery undeftakings ' o : '.60,882 (58',321) l 2,561
| Nom-currentassets . < 60,882 (58,321) 2,561
Current asse'tsl - | |
o jTrede and other rec‘eivables - o o _ ‘7'83 - 783
;Amp.unts due from subsi:diary undertakings o _ _ 58,321 >5'8,3'21 :
Cash and cash equi-velents B R 23,539 - 23,800°
| | 24,322 58,321 82,643
"Créditofs: amounts falling due within one year, (1;285)_ - (1,285) -
Net current assets o ‘ . . ’ 23,037: 58,321. . 81,358
Total assets less current liabilities . 83919 - 83,919
Borrdwings _ ' _ o | . : .(1,’2I85) : - (1,285)- |
Netassets S 82369 - 82,369
Equity-
© Ordinary shares . : | N I 33,106 . - 33,106
 Share premium - , 79,900 - 79,900
Other reserves | o . : : 11,118 - 11,118
Aecgmulated:iosses . - R ' - (81,755) - ’(41,755)
Total shafeholders’ funds ' . 82,369 - 82,369

LOmbard Medi'cal fechnologies Limited

Notes to the financial statements . .
: for the year ended 31 December 2015 (contmued)

‘Transition to FRS 101 (continued)

‘Impact of change in accounting policy on the Statement of financial position as at 1 January 2014

FRS 101
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Lombard Medical Technologies Limited-

.Notes to the fmancnal statements ,
for the year ended 31 December 2015 (contlnued)

18 Transition to FRS 10_1 (continued)

Ilnpact of change in accounting policy :on the Statement of financial position as at-31 December 2014 o

o FRS 101 ,
UK GAAP - Reclassification *  “FRS 101
£000 . £000 . - £000
. iAssets'
P Tnvestments in subsidiary undertakings " : 71 _(80x,612). . 2102
'ANon.-curren‘t assets " o XA 4 82,714 . (80,612) 2,102
'Current asvsetsl ‘ . ' - ‘
‘ T?ade and.other receivéblés - o ‘ 13~44 ' ' - E .1'34
'.“Amounfs}due from subsidiary undenéicjngg - S , . 80,612 80,612
Cashand cash equivalents. | ' C380 o~ - 23800
| ‘ 23934 80612 104546
. Crediters; amounts falling due within one yeef o | (412) ' - (412)'
-Netcui‘rentasse‘ts. o - _' '. A - 23,522 o 80,612 104,134
*_ Total assets less current liabilities A , . 106,236 4 A L= : 106,236
Borrowings o ! o | : (25,'156) ' B (25,136)
‘Netassets- . - 8Ll - 81100
. Enuity |
Ordinary shares SR A om0 - 33,106
Share brem'ium T 19000 j R , 79,969
cher reserves S . | - E o ' ~11,11 8‘ | - .11’118.
Accumulated .lolsses . ST (43,024) - (43,024)
Total sharcholders’ funds 0 8L100 - 81,100
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’Notes to the financial statements

_ _for the year ended 31 December 2015 (contlnued)
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‘Events after the reportlng perlod

On:23 June 2016, a referendum was held in which the cmzens of the Umted Kingdom voted to leave the
European Union. The result of the referendum has raised numerous uncertainties, including the.timing of

‘when the United Kingdom may begin the official process of withdrawal and.the commencement of

negotiations with the European Union regarding the terms of the withdrawal. Given the current status, it 1s not
possible to determine the outcome of any uncertainties, but management will continue to menitor . -
developments closely.
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