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Explanatory Note

On November 3, 2017, Thermon Group Holdings, Inc. (the "Company") filed a Current Report on Form 8-K (the "Original Form 8-K")
disclosing the completion of the previously announced acquisition of 100% of CCI Thermal Technologies Inc. ("CCI"), and certain related
real estate assets effective as of October 30, 2017 (the “CCI Acquisition”) through its indirect, wholly owned acquisition subsidiary
2071827 Alberta Ltd. (“Merger Sub”) pursuant to the terms of (i) a stock purchase agreement dated October 3, 2017 by and between
Merger Sub, Rocor Holdings Ltd. and Camary Holdings Ltd. and by and between Merger Sub and certain employee shareholders of CCI
and (ii) a real property agreement dated October 30, 2017 by and between Merger Sub and Whitemud Place Properties.

The Company is filing this Current Report on Form 8-K/A (“Amendment”) solely to amend and supplement Item 9.01 of the Original
Form 8-K to provide the audited financial statements and unaudited pro forma financial statements required by Item 9.01. No other
modifications to the Original Form 8-K are being made by this Amendment. This Amendment should be read in conjunction with the
Original Form 8-K, which provides a more complete description of the CCI Acquisition.

Item 9.01. Financial Statements and Exhibits.

(a)    Financial Statements of Business Acquired.

Audited historical consolidated financial statements of CCI Thermal Technologies Inc. as of July 31, 2017, and 2016 and for each of the
three years in the period ended July 31, 2017, attached hereto as Exhibit 99.2 and incorporated by reference herein.

(b)     Pro Forma Financial Information.

Unaudited pro forma financial statements for the Company as of and for the six month period ended September 30, 2017 and for the twelve
month ended period March 31, 2017, attached hereto as Exhibit 99.3 and incorporated by reference herein.

(d)    Exhibits.



Exhibit No.  Description of Exhibit
   
2.1*+

 

Share Purchase Agreement dated October 3, 2017 by 2071827 Alberta Ltd. ("Purchaser") and Camary Holdings
Ltd. and Rocor Holdings Ltd. ("Sellers") (incorporated by reference to Exhibit 2.1 to the Registrant's Current
Report on Form 8-K filed with the SEC on October 10, 2017 (File No. 001-35159)).

2.2*+

 

Employee Share Agreement dated October 3, 2017 by 2071827 Alberta LTD. ("Purchaser") and certain current
and former employee shareholders of CCI ("Employee Shareholders") (incorporated by reference to Exhibit 2.2
to the Registrant's Current Report on Form 8-K filed with the SEC on October 10, 2017 (File No. 001-35159)).

2.3+

 

Real Property Agreement dated October 30, 2017 by and between 2071827 Alberta Ltd. and Whitemud Place
Properties. (incorporated by reference to Exhibit 2.3 to the Registrant's Current Report on Form 8-K filed with
the SEC on November 3, 2017 (file No.001-35159)).

10.1+

 

Credit Agreement dated October 30, 2017 by and among Thermon Group Holdings, Inc., Thermon Holding
Corp., as US Borrower, Thermon Canada Inc., as Canadian Borrower, and The Several Lenders from Time to
Time Parties Hereto, Bank of Montreal as Syndication Agent and JPMorgan Chase Bank, N.A. as Administrative
Agent (incorporated by reference to Exhibit 10.1 to the Registrant's Current Report on Form 8-K filed with the
SEC on November 3, 2017 (file No.001-35159)).

23.1  Consent of Deloitte LLP, independent registered public accounting firm to CCI Thermal Technologies Inc.
99.1+

 

Press Release of Thermon Group Holdings, Inc., dated November 3, 2017 (incorporated by reference to Exhibit
99.1 to the Registrant's Current Report on Form 8-K filed with the SEC on November 3, 2017 (file No.001-
35159)).

99.2

 

Audited historical consolidated financial statements of CCI Thermal Technologies Inc. as of July 31, 2017, and
2016 and for each of the three years in the period ended July 31, 2017.

99.3
 

Unaudited pro forma financial statements of Thermon Group Holdings, Inc. as of and for the six month period
ending September 30, 2017 and for the twelve month period ending March 31, 2017.

+ Incorporated by reference.
* The schedules to this Exhibit have been omitted in accordance with Regulation S-K Item 601(b)(2). A copy of any omitted schedule will
be furnished to the Securities and Exchange Commission upon request.

http://www.sec.gov/Archives/edgar/data/1489096/000148909617000116/exhibit102ccithermalspa.htm
http://www.sec.gov/Archives/edgar/data/1489096/000148909617000116/employeesharepurchase.htm
http://www.sec.gov/Archives/edgar/data/1489096/000148909617000128/realpropertyagreement.htm
http://www.sec.gov/Archives/edgar/data/1489096/000148909617000128/creditagreementjpm.htm
http://www.sec.gov/Archives/edgar/data/1489096/000148909617000128/cciclosingpressrelease2017.htm


SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, as amended, the registrant has duly caused this report to be signed on
its behalf by the undersigned hereunto duly authorized.

Date: January 16, 2018 THERMON GROUP HOLDINGS, INC.
 By: /s/ Jay Peterson   
   Jay Peterson
   Chief Financial Officer
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 Member of Deloitte Touche Tohmatsu Limited  Deloitte LLP  2000 Manulife Place  10180 - 101 Street  Edmonton AB T5J 4E4  Canada   Tel: 780-421-3611  Fax: 780-421-3782  www.deloitte.ca                  Consent of Independent Auditors    We consent to the incorporation by reference in Registration Statement No. 333-218848 on Form S-3,  and No. 333-174039 on Form S-8 of Thermon Group Holdings, Inc., of our report dated January 12,  2018, related to the consolidated financial statements of CCI Thermal Technologies Inc. as of July 31,  2017 and 2016, and for each of the three years in the period ended July 31, 2017 appearing in this  Current Report on Form 8-K of Thermon Group Holdings, Inc.    /s/ Deloitte LLP    Chartered Professional Accountants  January 16, 2018  
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 Member of Deloitte Touche Tohmatsu Limited  Deloitte LLP  2000 Manulife Place  10180 - 101 Street  Edmonton AB T5J 4E4  Canada   Tel: 780-421-3611  Fax: 780-421-3782  www.deloitte.ca  Independent Auditor’s Report  To the Directors of  CCI Thermal Technologies Inc.  We have audited the accompanying consolidated financial statements of CCI Thermal Technologies  Inc. and its subsidiaries (the “Company”), which comprise the consolidated statements of financial  position as of July 31, 2017 and 2016, and the related consolidated statements of income and  comprehensive income, consolidated statements of changes in shareholders’ equity and consolidated  statements of cash flows for each of the three years in the period ended July 31, 2017, and the  related notes to the consolidated financial statements.  Management’s Responsibility for the Consolidated Financial Statements  Management is responsible for the preparation and fair presentation of these consolidated financial  statements in accordance with International Financial Reporting Standards as issued by the  International Accounting Standards Board; this includes the design, implementation, and maintenance  of internal control relevant to the preparation of consolidated financial statements that are free from  material misstatement, whether due to fraud or error.  Auditor’s Responsibility  Our responsibility is to express an opinion on these consolidated financial statements based on our  audits. We conducted our audits in accordance with auditing standards generally accepted in the  United States of America. Those standards require that we plan and perform the audit to obtain  reasonable assurance about

whether the consolidated financial statements are free from material  misstatement.  An audit involves performing procedures to obtain audit evidence about the amounts and disclosures  in the consolidated financial statements. The procedures selected depend on the auditor’s judgment,  including the assessment of the risks of material misstatement of the consolidated financial  statements, whether due to fraud or error. In making those risk assessments, the auditor considers  internal control relevant to the Company’s preparation and fair presentation of the consolidated  financial statements in order to design audit procedures that are appropriate in the circumstances, but  not for the purpose of expressing an opinion on the effectiveness of the Company’s internal control.  Accordingly, we express no such opinion. An audit also includes evaluating the appropriateness of  accounting policies used and the reasonableness of significant accounting estimates made by  management, as well as evaluating the overall presentation of the consolidated financial statements.  We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis  for our audit opinion.  



 

 Page 2  Opinion  In our opinion, the consolidated financial statements referred to above present fairly, in all material  respects, the financial position of CCI Thermal Technologies Inc. and its subsidiaries as of July 31,  2017 and 2016, and their financial performance and their cash flows for each of the three years in the  period ended July 31, 2017, in accordance with International Financial Reporting Standards as issued  by the International Accounting Standards Board.    Chartered Professional Accountants  January 15, 2018   



 

CCI Thermal Technologies Inc. Consolidated statements of financial position as at July 31, 2017 and July 31, 2016 (in thousands of Canadian dollars) Notes 2017 2016  $ $ (Note 1) Assets Current assets Cash and cash equivalents 6,333 9,739  Accounts receivable 8 13,566 8,973  Due from shareholders 16 11,218 -  Government remittances receivable 23 129  Income taxes recoverable - 2,287  Promissory note receivable 6 - 5,576  Inventories 9 24,229 23,775  Prepaid expenses and deposits 1,119 980  56,488 51,459  Non-current assets Property and equipment 10 8,640 9,977  Intangible assets 11 5,671 5,144  Goodwill 12 4,793 2,793  Deferred income taxes 15 - 887  Total assets 75,592 70,260  Liabilities Current liabilities Accounts payable and accrued liabilities 13 5,956 4,641  Dividends payable 6 - 7,793  Income taxes payable 896 -  Deferred revenue 820 1,420  Due to shareholders 16 - 222  7,672 14,076  Non-current liability Deferred income taxes 15 570 -  Total liabilities 8,242 14,076  Commitments 18 Contingent liabilities 19 Shareholders' equity Share capital 14 51,302 51,302  Retained earnings 16,197 4,559  Foreign currency translation reserve (149) 323  Total shareholders' equity 67,350 56,184  Total liabilities and shareholders' equity 75,592 70,260  Approved by the Board ___________________________________ Director ___________________________________ Director The accompanying notes are an integral part of the consolidated financial statements. Page 3 



 

CCI Thermal Technologies Inc. Consolidated statements of income and comprehensive income years ended July 31, 2017, July 31, 2016 and July 31, 2015 (in thousands of Canadian dollars) Notes  2017   2016   2015  $ $ $ (Note 1) Sales 94,684 85,156 121,120  Cost of sales 51,316 49,612 58,040  Gross profit 43,368 35,544 63,080  Operating expenses General and administrative 20 14,380 13,273 14,781  Selling 20 7,828 7,707 8,424  Depreciation and amortization 10, 11 1,440 2,263 2,363  Other expenses 16 2,990 2,995 3,045  Aircraft 20 743 1,022 946  27,381 27,260 29,559  Finance costs 13 4 17  Interest income - (6) (10)  Gain on disposition of investment 6 - (5,210) -  Foreign exchange gain (318) (309) (369)  Income before income taxes 16,292 13,805 33,883  Income tax expense Current 15 3,197 2,440 4,819  Deferred (recovery) 15 1,457 (1,707) (485)  4,654 733 4,334  Net income 11,638 13,072 29,549  Other comprehensive (loss) income, net of income taxes Item that may be reclassified to income in subsequent periods: Exchange differences on translation of foreign operations (472) (22) 345  Total comprehensive income 11,166 13,050 29,894  The accompanying notes are an integral part of the consolidated financial statements. Page 4 



 

CCI Thermal Technologies Inc. Consolidated statements of shareholders' equity years ended July 31, 2017, July 31, 2016 and July 31, 2015 (in thousands of Canadian dollars) Notes Share  capital Retained  earnings  (deficit) Foreign  currency  translation  reserve Total $ $ $ $  Balance at July 31, 2014 1, 14 51,302 (5,422) - 45,880  Net income - 29,549 - 29,549  Distributions to partners 14 - (17,455) - (17,455)  Other comprehensive income - - 345 345  Balance at July 31, 2015 51,302 6,672 345 58,319  Net income - 13,072 - 13,072  Dividends 14 - (7,793) - (7,793)  Distributions to partners 14 - (7,392) - (7,392)  Other comprehensive loss - - (22) (22)  Balance at July 31, 2016 51,302 4,559 323 56,184  Net income - 11,638 - 11,638  Other comprehensive loss - - (472) (472)  Balance at July 31, 2017 51,302 16,197 (149) 67,350  The accompanying notes are an integral part of the consolidated financial statements. Page 5 



 

CCI Thermal Technologies Inc. Consolidated statements of cash flows years ended July 31, 2017, July 31, 2016 and July 31, 2015 (in thousands of Canadian dollars) Notes 2017 2016 2015  $ $ $ (Note 1) Operating activities Net income 11,638 13,072 29,549  Items not affecting cash Depreciation and amortization 2,681 3,502 3,547  Gain on sale of property and equipment - (15) -  Gain on disposition of investment - (5,210) -  Income tax expense - current 3,197 2,440 4,819  Income tax expense - deferred 1,457 (1,707) (485)  Changes in non-cash operating working capital items Accounts receivable (5,030) 4,139 3,445  Government remittances receivable 106 (27) (81)  Inventories (91) 1,951 (4,458)  Prepaid expenses and deposits (139) 488 (190)  Accounts payable and accrued liabilities 1,315 (2,072) 158  Salaries payable - (1,000) -  Deferred revenue (600) 353 635  Income taxes paid (14) (5,795) (4,690)  14,520 10,119 32,249  Investing activities Purchase of property and equipment (508) (2,158) (5,277)  Proceeds on sale of property and equipment 4 22 -  Purchase of intangible assets (17) (432) (48)  Business acquisition 7 (3,749) - -  Repayment of note receivable - - 1,221  (4,270) (2,568) (4,104)  Financing activities Distributions to partners 14 - (7,392) (17,455)  Advances to shareholders (13,656) (1,157) (9,087)  (13,656) (8,549) (26,542)  Net cash (outflow) inflow (3,406) (998) 1,603  Cash and cash equivalents, beginning of year 9,739 10,737 9,134  Cash and cash equivalents, end of year 6,333 9,739 10,737  The accompanying notes are an integral part of the consolidated financial statements. Page 6 



 

CCI Thermal Technologies Inc.  Notes to the consolidated financial statements  July 31, 2017, July 31, 2016 and July 31, 2015  (in thousands of Canadian dollars)    Page 7  1. Description of business and reorganization  CCI Thermal Technologies Inc. (the “Company”) was incorporated on November 19, 1991 under the  Alberta Business Corporations Act and is primarily engaged in investing.  The address of the Company’s registered office and principal place of business is 5918 Roper Rd NW,  Edmonton, Alberta, Canada T6B 3E1.  The Company was the general partner of CCI Thermal Technologies Partnership (the “Partnership”), up  to and including July 31, 2016. Effective August 1, 2016, the Company and the Partnership completed a  reorganization whereby the limited partners of the Partnership, CCI Thermal Technologies  Employees Inc. (“Employees”) and Camary Holdings Ltd. (“Camary”), each exchanged their interest in  the Partnership for an equivalent interest in the Company, on a tax deferred basis under Section 85 of  the Income Tax Act (Canada). As a result, the Partnership was dissolved and the net assets and  business of the Partnership were transferred to the Company. Employees and Camary exchanged their  interests in the Partnership for common shares of the Company. Refer to Note 14 for details on the  reorganization transaction.  Prior to August 1, 2016, the Company was wholly owned by Rocor Holdings Ltd. (“Rocor”). Subsequent  to August 1, 2016, Employees, Camary and Rocor own 150 Class A common shares, 425 Class A  common shares and 425 Class A common shares of the Company, respectively. 

Management has determined that IFRS 3, Business Combinations, does not apply as the reorganization  transaction is considered a common control transaction whereby the entities included in the  reorganization (i.e. the Company and the Partnership) are ultimately controlled by the same parties  before and after the reorganization and there has been no substantive change in ownership. Instead,  management has applied the continuity of business method whereby the assets and liabilities of the  entities included in the reorganization are recorded at their existing carrying values rather than fair value,  no goodwill is recorded and the comparative periods have been restated (except for number of shares)  as if the reorganization had taken place at the beginning of the earliest comparative period presented.  The Company and its subsidiaries are primarily engaged in engineering and manufacturing a wide array  of heating and filtration products for industrial and hazardous area applications.  2. Basis of preparation and statement of compliance  a) Statement of compliance  These consolidated financial statements have been prepared in accordance with International  Financial Reporting Standards (“IFRS”), and the accounting policies set out below have been  applied consistently to all periods presented. These consolidated financial statements comply with  IFRS as issued by the International Accounting Standards Board (“IASB”).  These consolidated financial statements were approved by the Board of Directors (the “Directors”)  on January 15, 2018.  b) Basis of measurement  The Company’s consolidated financial statements have been prepared on a going concern basis, 

under the historical cost model, except for certain financial instruments measured at fair value.  c) Functional and presentation currency  These consolidated financial statements are presented in Canadian dollars, which is the Company’s  functional and presentation currency.  



 

CCI Thermal Technologies Inc.  Notes to the consolidated financial statements  July 31, 2017, July 31, 2016 and July 31, 2015  (in thousands of Canadian dollars)    Page 8  2. Basis of preparation and statement of compliance (continued)  c) Functional and presentation currency (continued)  In preparing the financial statements of each subsidiary within the group, transactions in currencies  other than the entity's functional currency (foreign currencies) are recognized at the rates of  exchange prevailing at the dates of the transactions. At the end of each reporting period, monetary  items denominated in foreign currencies are retranslated at the rates prevailing at that date. Non- monetary items carried at fair value that are denominated in foreign currencies are retranslated at  the rates prevailing at the date when the fair value was determined. Non-monetary items that are  measured in terms of historical cost in a foreign currency are not retranslated.  For the purposes of presenting these consolidated financial statements, the assets and liabilities of  the Company’s operations in the U.S. are translated into Canadian dollars using exchange rates  prevailing at the end of each reporting period. Income and expense items are translated at the  average exchange rates for the period, unless exchange rates fluctuate significantly during that  period, in which case the exchange rates at the dates of the transactions are used. Exchange  differences arising, if any, are recognized in other comprehensive income and accumulated in  equity.  d) Principles of consolidation  These consolidated financial statements include the results of the Company and its subsidiaries.  Subsidiaries are all entities over which the Company has

control. The Company controls an entity  when the Company is exposed to, or has rights to, variable returns from its involvement with the  entity and has the ability to affect those returns through its power over the entity. Subsidiaries are  fully consolidated from the date on which control is transferred to the Company and continue to be  consolidated until the date control ceases. All intercompany transactions, balances, income and  expenses are eliminated on consolidation.  These consolidated financial statements include the results of the Company and its wholly owned  subsidiaries, CCI Thermal Technologies Delaware, Inc., CCI Thermal Technologies Texas, Inc. and  CCI Thermal Technologies Colorado Inc. The Company has applied uniform accounting policies  throughout all consolidated entities and reporting dates of the subsidiaries are all consistent with the  Company.  e) Use of estimates and judgments  The preparation of consolidated financial statements requires management to make judgments,  estimates and assumptions that may affect the reported amounts of assets, liabilities, income,  expenses and disclosure of contingent assets and liabilities reported each period. Actual results  could differ from those estimates. Significant estimates and judgments are outlined in Note 5.  3. Significant accounting policies  a) Cash and cash equivalents  Cash and cash equivalents include cash in the bank, less outstanding cheques, and short-term  investments with original maturities of three months or less.  b) Business combinations  Acquisitions of businesses are accounted for using the acquisition method. The consideration  transferred in a business combination is measured

at fair value, which is calculated as the sum of  the acquisition-date fair values of the assets transferred by the Company, liabilities incurred by the  Company to the former owners of the acquiree and the equity interest issued by the Company in  exchange for control of the acquiree. Acquisition-related costs are generally recognized in profit or  loss as incurred.  



 

CCI Thermal Technologies Inc.  Notes to the consolidated financial statements  July 31, 2017, July 31, 2016 and July 31, 2015  (in thousands of Canadian dollars)    Page 9  3. Significant accounting policies (continued)  c) Inventories  Raw materials, work-in-progress and finished goods are valued at the lower of cost and net  realizable value. Cost is determined on a weighted average cost basis. The cost of work-in-progress  includes the cost of raw materials, direct labour and an appropriate portion of fixed and variable  manufacturing overhead. Net realizable value represents the estimated selling price less all  estimated costs of completion and costs necessary to make the sale.  d) Property and equipment  Property and equipment are stated at historical cost, net of accumulated depreciation and  accumulated impairment losses, if any. Historical cost includes expenditures directly attributable to  the acquisition of the asset. The costs of major refurbishments, overhauls or replacements are  capitalized when it is probable the future economic benefits will be realized by the Company and the  associated carrying amount of the replaced component is derecognized. All other repair and  maintenance costs are recognized in the consolidated statements of income and comprehensive  income as incurred.  Leases that transfer substantially all the benefits and risks of ownership are recorded as finance  lease assets within property and equipment. Land is measured at cost, less any accumulated  impairment losses.  Depreciation is recorded by the Company at rates determined to depreciate the cost of property and  equipment over their estimated useful lives as follows:  Aircraft 25%

declining balance  Automotive 30% declining balance  Building 4% declining balance  Computer hardware 30% declining balance  Furniture and fixtures 20%-30% declining balance  Leasehold improvements Straight-line over term of the lease  Shop equipment 20%-30% declining balance  Tools and dies 50% straight-line  The estimated useful lives and methods of depreciation are reviewed at the end of each reporting  period, with the effect of any changes in estimate being accounted for on a prospective basis.  e) Intangible assets  Intangible assets with finite useful lives are recorded at historical cost, net of accumulated  amortization and accumulated impairment losses, if any. Amortization is recorded by the Company  at rates determined to amortize the cost of intangible assets over their estimated useful lives as  follows:  Patent - Caloritech Straight-line over 180 months  Patents - 3L Filters Straight-line over various terms ranging from 149 to 192 months  Patents - Fastrax Straight-line over 180 months  Trademark - 3L Filters Straight-line over 120 months  Trademark - Ruffneck Straight-line over 120 months  Trademark - Flo-Dri Straight-line over 120 months  Trademark - Fastrax Straight-line over 120 months  Trademark - Hovey Straight-line over 120 months  Computer software 30% declining balance  The estimated useful lives and methods of amortization are reviewed at the end of each reporting  period, with the effect of any changes in estimate being accounted for on a prospective basis.  



 

CCI Thermal Technologies Inc.  Notes to the consolidated financial statements  July 31, 2017, July 31, 2016 and July 31, 2015  (in thousands of Canadian dollars)    Page 10  3. Significant accounting policies (continued)  f) Goodwill  Goodwill is measured as the excess of the fair value of the purchase price of a business acquisition  over the estimated fair value of the net identifiable assets of the acquired business, at the date of  acquisition. Goodwill arising on an acquisition of a business is carried at cost as established at the  date of acquisition of the business less accumulated impairment losses, if any.  For the purposes of impairment testing, goodwill is allocated to each of the Company’s cash- generating units (or groups of cash-generating units) that is expected to benefit from the synergies  of the combination.  A cash-generating unit to which goodwill has been allocated is tested for impairment annually, or  more frequently when there is an indication that the unit may be impaired. If the recoverable amount  of the cash-generating unit is less than its carrying amount, the impairment loss is allocated first to  reduce the carrying amount of any goodwill allocated to the unit and then to the other assets of the  unit pro rata based on the carrying amount of each asset in the unit. Any impairment loss for  goodwill is recognized directly in profit or loss.  Goodwill is tested for impairment annually as at July 31 and when circumstances indicate that the  carrying value may be impaired. Impairment is determined for goodwill by assessing the recoverable  amount of each group of CGUs to which goodwill relates. The groups of CGUs represent the lowest  level within

the Company at which goodwill is monitored for internal management purposes and are  not larger than an operating segment. When the recoverable amount of a group of CGUs is less  than its carrying amount, an impairment loss is recognized. Impairment losses relating to goodwill  are not reversed in future periods.  g) Impairment of non-financial assets  The carrying amounts of the Company’s non-financial assets, excluding goodwill, primarily consist  of property and equipment and finite life intangible assets, and are reviewed at each reporting date  to determine whether there is an indication that an asset may be impaired. Internal factors, such as  budgets and forecasts, as well as external factors such as expected future prices, costs and other  market factors, are monitored to determine if indications of impairment exist.  An impairment loss is the amount equal to the excess of the carrying amount over the recoverable  amount. An asset's recoverable amount is the higher of the fair value less costs of disposal and its  value in use. In determining fair value less costs of disposal, recent market transactions are taken  into account. If no such transactions can be identified, an appropriate valuation model is used.  Value in use is assessed using the present value of the expected future cash flows of the relevant  asset.  The recoverable amount is determined for an individual asset unless the asset does not generate  cash inflows that are largely independent of those from other assets or groups of assets. A cash- generating unit (“CGU”) is the smallest identifiable group of assets that generates cash inflows that  are largely independent of the cash inflows from other assets or groups

of assets. When the  carrying amount of an asset or CGU exceeds its recoverable amount, the asset is considered  impaired and is written down to its recoverable amount. Impairment losses, if any, are recognized in  the consolidated statements of income and comprehensive income.  Non-financial assets, excluding goodwill, are assessed at each reporting date to determine whether  there is a possible reversal of previously recognized impairment losses.  h) Financial instruments  All financial assets and financial liabilities are recognized on the consolidated statements of financial  position when the Company becomes a party to the contractual provisions of a financial instrument.  All financial instruments are initially recognized at fair value. Subsequent measurements of financial  instruments are based on their classification.  



 

CCI Thermal Technologies Inc.  Notes to the consolidated financial statements  July 31, 2017, July 31, 2016 and July 31, 2015  (in thousands of Canadian dollars)    Page 11  3. Significant accounting policies (continued)  h) Financial instruments (continued)  The Company classifies its financial instruments into one of the following categories:  Transaction costs that are directly attributable to the acquisition or issue of financial assets and  financial liabilities (other than financial assets and financial liabilities at fair value through profit or  loss) are added to or deducted from the fair value of the financial assets or liabilities, as appropriate,  on initial recognition. Transaction costs directly attributable to the acquisition of financial assets or  financial liabilities at fair value through profit or loss are recognized immediately in profit or loss.  Loans and receivables  Loans and receivables are non-derivative financial assets with fixed or determinable payments that  are not quoted in an active market. Loans and receivables are initially recognized at fair value, plus  transaction costs, and are subsequently measured at amortized cost using the effective interest  method, less a provision for impairment. Accounts receivable are reduced by provisions for  estimated bad debts, which are determined by reference to past experience and expectations.  Financial liabilities measured at amortized cost  All financial liabilities measured at amortized cost are initially recognized at fair value, net of  transaction costs. After initial recognition, interest-bearing financial liabilities are measured at  amortized cost using the effective interest rate method. Amortized cost is calculated

by taking into  account any discount or premium on acquisition and fees or costs that are an integral part of the  effective interest rate method. The effective interest rate amortization and gains or losses on  derecognition of the financial liabilities are recognized in finance costs on the consolidated  statements of income.  Derecognition  A financial asset is derecognized when the rights to receive cash flows from the asset have expired  or when the Company transfers its rights to receive cash flows from the asset and the associated  risks and rewards to a third party. A financial liability is derecognized when the obligation under the  liability is discharged, cancelled or expired.  Impairment of financial assets  The Company assesses impairment of all its financial assets measured at cost or amortized cost.  Financial assets, other than those at Fair Value through Profit and Loss (“FVTPL”), are assessed for  indicators of impairment at the end of each financial reporting period. Financial assets are  considered to be impaired when there is objective evidence that, as a result of one or more events  that occurred after the initial recognition of the financial asset, the estimated future cash flows of the  investment have been affected. Objective evidence of impairment could include: significant financial  difficulty of the issuer or counterparty; or breach of contract, such as a default or delinquency in  interest or principal payments; or, it becoming probable that the borrower will enter bankruptcy of  financial re-organization; or, the disappearance of an active market for that financial asset because  of financial difficulties.  Classification Financial instrument  Financial instruments at fair value

through  profit or loss  None  Loans and receivables Cash and cash equivalents  Accounts receivable  Other receivables including due from shareholders  Held-to-maturity investments None  Available-for-sale financial assets None  Financial liabilities measured at amortized  cost  Accounts payable and accrued liabilities  Other liabilities including due to shareholders  



 

CCI Thermal Technologies Inc.  Notes to the consolidated financial statements  July 31, 2017, July 31, 2016 and July 31, 2015  (in thousands of Canadian dollars)    Page 12  3. Significant accounting policies (continued)  h) Financial instruments (continued)  Impairment of financial assets (continued)  For financial assets carried at amortized cost, the amount of impairment loss recognized is the  difference between the asset’s carrying amount and the present value of estimated future cash  flows, discounted at the financial asset’s original effective interest rate. If in a subsequent period the  amount of the impairment loss decreases and the decrease can be related objectively to an event  occurring after the impairment was recognized, the previously recognized impairment loss is  reversed through profit or loss to the extent that the carrying amount of the investment at the date  the impairment is reversed does not exceed what the amortized cost would have been had the  impairment not been recognized.  For financial assets that are carried at cost, the amount of the impairment loss is measured as the  difference between the asset’s carrying amount and the present value of the estimated future cash  flows discounted at the current market rate of return for a similar financial asset. Such impairment  loss will not be reversed in subsequent periods.  i) Fair value measurement  The Company determines the fair value of items classified as fair value according to the following  hierarchy based on the amount of observable inputs used to value the instrument.  Level 1 Quoted prices are available in active markets for identical assets or liabilities as of  the reporting

date. Active markets are those in which transactions occur in  sufficient frequency and volume to provide pricing information on an ongoing basis.  Level 2 Pricing inputs are other than quoted prices in active markets included in Level 1.  Prices in Level 2 are either directly or indirectly observable as of the reporting date.  Level 2 valuations are based on inputs, including quoted forward prices for  commodities, time value and volatility factors, which can be substantially observed  or corroborated in the marketplace.  Level 3 Valuations in this level are those with inputs for the asset or liability that are not  based on observable market data.  Currently no items are classified as fair value through profit or loss.  j) Revenue recognition  Revenue is measured at the fair value of the consideration received or receivable for goods and  services provided, net of trade discounts and sales based taxes.  The Company recognizes revenue when significant risks and rewards of ownership of goods have  transferred to the buyer, normally being when delivery has occurred, the Company retains no  continuing managerial involvement or control over the goods, the price to the buyer is determinable  and collection is reasonably assured.  Revenue on contracts that extend beyond one year are recognized upon delivery using the  percentage-of-completion method which is measured by the percentage-of-costs incurred to date to  the total estimated costs for each of the contracts.  Any billings in excess of revenue calculated by the percentage-of-completion method are deemed  unearned and are recorded as deferred revenue on the consolidated statements of financial  position.  Cost of sales includes all direct material

labour, subcontract costs and indirect costs related to  contract performance, such as indirect labour, supplies, small tools and repairs. Provisions for  estimated losses on contracts are made in the period in which such losses are determined.  Changes in job performance and job conditions may result in revisions to revenues and costs and  are recognized in the period in which the revisions are determined.  



 

CCI Thermal Technologies Inc.  Notes to the consolidated financial statements  July 31, 2017, July 31, 2016 and July 31, 2015  (in thousands of Canadian dollars)    Page 13  3. Significant accounting policies (continued)  k) Income taxes  Corporate income taxes are accounted for using the deferred income taxes method. Deferred tax is  recognized on temporary differences between the carrying amounts of assets and liabilities in the  consolidated financial statements and the corresponding tax bases used in the computation of  taxable profit. Deferred tax liabilities are generally recognized for all taxable temporary differences.  Deferred tax assets are generally recognized for all deductible temporary differences to the extent  that it is probable that taxable profits will be available against which those deductible temporary  differences can be utilized. Such deferred tax assets and liabilities are not recognized if the  temporary difference arises from the initial recognition (other than in a business combination) of  assets and liabilities in a transaction that affects neither the taxable profit nor the accounting profit.  In addition, deferred tax liabilities are not recognized if the temporary difference arise from the initial  recognition of goodwill.  The carrying amount of deferred tax assets is reviewed at the end of each reporting period and  reduced to the extent that it is no longer probable that sufficient taxable profits will be available to  allow all or part of the asset to be recovered.  Deferred tax liabilities and assets are measured at the tax rates that are expected to apply in the  period in which the liability is settled or the asset realized, based on tax rates (and tax laws) that  have

been enacted or substantively enacted by the end of the reporting period.  The measurement of deferred tax liabilities and assets reflects the consequences that would follow  from the manner in which the Company expects, at the end of the reporting period, to recover or  settle the carrying amount of its assets and liabilities.  Current and deferred tax are recognized in profit or loss, except when they relate to items that are  recognized in other comprehensive income or directly in equity, in which case, the current and  deferred tax are also recognized in other comprehensive income or directly in equity, respectively.  Where current tax or deferred tax arise from the initial accounting for a business combination, the  tax effect is included in the accounting for business combination.  l) Leases  Leases are classified as either operating or finance based on the substance of the arrangement at  the inception of the lease.  A lease that transfers substantially all the risks and rewards incidental to ownership to the Company  is classified as a finance lease. Finance leases are capitalized at lease commencement at the lower  of the asset fair value and the present value of the minimum lease payments. Lease payments are  apportioned between finance charges and reduction of the lease liability so as to achieve a constant  rate of interest on the remaining balance of the liability. Finance charges are recognized in finance  costs in the consolidated statements of income and comprehensive income. Finance lease  obligations are included in long-term liabilities.  Operating leases are leases other than a finance lease. Operating lease payments are recognized  as an operating expense in the consolidated statements of income and comprehensive

income on a  straight-line basis over the lease term.  m) Provisions  Provision are recognized when the Company has a present legal or constructive obligation as a  result of past events, it is more likely than not that an outflow of resources will be required to settle  the obligation and the amount can be reliably estimated. The timing or amount of the outflow may  still be uncertain. Provisions are measured at management’s best estimate of the expenditure  required to settle the obligation at the end of the reporting period. Each obligation is discounted to  present value using the expected future cash flow at a rate that reflects current market assessments  of the time value of money and the risks specific to the liability.  



 

CCI Thermal Technologies Inc.  Notes to the consolidated financial statements  July 31, 2017, July 31, 2016 and July 31, 2015  (in thousands of Canadian dollars)    Page 14  4. Future accounting standard pronouncements  The following new standards have been issued by the IASB, but are not effective for the fiscal year  ended July 31, 2017, and accordingly, have not been applied in preparing these consolidated financial  statements.  IFRS 9, Financial Instruments  IFRS 9 - Financial Instruments (“IFRS 9”), was issued by the IASB on July 24, 2014, and will replace  IAS 39 - Financial Instruments: Recognition and Measurement (“IAS 39”). IFRS 9 utilizes a single  approach to determine whether a financial asset is measured at amortized cost or fair value and a new  mixed measurement model for debt instruments having only two categories: amortized cost and fair  value. The approach in IFRS 9 is based on how an entity manages its financial instruments in the  context of its business model and the contractual cash flow characteristics of the financial assets. Final  amendments released on July 24, 2014, also introduce a new expected loss impairment model and  limited changes to the classification and measurement requirements for financial assets. IFRS 9 is  effective for annual periods beginning on or after January 1, 2018. The Company is currently evaluating  the impact of this standard and amendments on its consolidated financial statements.  IFRS 15, Revenue from Contracts with Customers  IFRS 15 - Revenue from Contracts and Customers (“IFRS 15”), was issued by the IASB on May 24,  2014, and will replace

IAS 18 – Revenue, IAS 11, Construction Contracts and related interpretations on  revenue. IFRS 15 sets out the requirements for recognizing revenue that apply to all contracts and  customers, except for contracts that are within the scope of the standard on leases, insurance contracts  and financial instruments. IFRS 15 uses a control based approach to recognize revenue which is a  change from the risk and reward approach under the current standard. Specifically, IFRS 15 introduces  a 5-step approach to revenue recognition:  i. Identify the contract with a customer;  ii. Identify the performance obligation in the contract;  iii. Determine the transaction price;  iv. Allocate the transaction price to the performance obligations in the contract;  v. Recognize revenue when (or as) the entity satisfies a performance obligation.  Companies can elect to use either a full or modified retrospective approach when adopting this standard  and it is effective for annual periods beginning on or after January 1, 2018. The Company is currently  evaluating the impact of this standard on its consolidated financial statements.  IFRS 16, Leases  IFRS 16 - Leases (“IFRS 16”), was issued by the IASB on January 13, 2016, and will replace IAS 17 -  Leases. IFRS 16 will bring most leases on-balance sheet for lessees under a single model, eliminating  the distinction between operating and financing leases. Lessor accounting however remains largely  unchanged and the distinction between operating and finance leases is retained. The new standard is  effective for annual periods beginning on or after January 1, 2019, with early adoption permitted if  IFRS 15 has also been applied. The

Company is currently evaluating the impact of this standard on its  consolidated financial statements.   



 

CCI Thermal Technologies Inc.  Notes to the consolidated financial statements  July 31, 2017, July 31, 2016 and July 31, 2015  (in thousands of Canadian dollars)    Page 15  5. Critical accounting judgments and key sources of estimation uncertainty  Critical judgments in applying the Company’s accounting policies  The preparation of these consolidated financial statements requires management to make estimates  and judgments that affect the reported amounts of assets and liabilities and disclosure of contingent  liabilities at the date of the consolidated financial statements and the reported amounts of revenues and  expenses during the reporting period. Accordingly, actual results could differ from these estimates and  judgments. Estimates and judgments are reviewed on an ongoing basis. Revisions to accounting  estimates are recognized in the period in which the estimate is revised and in any future periods  affected.  a) Percentage completion  Judgment used to determine percentage of completion for long-term contracts, specifically related to  completion of milestones in order to recognize revenue. Given that the expected period of contract  revenue is based on judgment, future results could be affected if management’s current assessment  of its estimated completed milestones differ from actual performance.  b) Property and equipment  As part of the capitalization process, management must estimate the expected period of benefit  over which capitalized costs should be depreciated. The considerations for estimated useful lives  include the timing of technological obsolescence and competitive pressures, as well as historical  experience and internal

business plans for the projected use of related assets. Given that the  expected period of benefit is an estimate, future results could be affected if management’s current  assessment of its property and equipment’s useful lives differs from actual performance.  c) Cash-generating unit  For the purpose of assessing impairment of non-financial assets, the Company must determine its  CGUs. Assets and liabilities are grouped into CGUs at the lowest level of separately identified cash  flows. Determination of what constitutes a CGU is subject to management judgment. The asset  composition of a CGU can directly impact the recoverability of assets included within the CGU.  Management has determined that the appropriate CGUs for the Company are by geographical  location.  Key sources of estimation uncertainty  The key assumptions concerning the future and other key sources of estimating uncertainty at the  consolidated statement of financial position date that have a significant risk of causing material  adjustment to the carrying amounts of assets and liabilities within the next financial period are discussed  below:  a) Allowance for doubtful accounts receivables  At the end of each reporting period, management reviews the accounts receivable balances and  assesses recoverability based on the aging of outstanding balances, historical bad debt experience,  indicators of changes in customer credit worthiness, and changes in customer payment terms, to  identify and determine the extent of impairment, if any. Accordingly, management establishes an  allowance for estimated losses arising from non-payment and other sales adjustments, taking into  consideration

individual customer credit worthiness, current economic trends as well as past  experience. If future collections differ from estimates, future earnings would be affected.  



 

CCI Thermal Technologies Inc.  Notes to the consolidated financial statements  July 31, 2017, July 31, 2016 and July 31, 2015  (in thousands of Canadian dollars)    Page 16  5. Critical accounting judgments and key sources of estimation uncertainty (continued)  Key sources of estimation uncertainty (continued)  b) Goodwill impairment  The Company tests annually whether goodwill has suffered any impairment. An impairment loss is  recognized for the amount by which the carrying amount of the CGU or group of CGUs, to which the  goodwill is allocated, exceeds its recoverable amount. The recoverable amount of the CGU, or  group of CGUs, is the higher of its fair value less cost of disposal and its value in use. Management  estimates expected future cash flows from each CGU, or group of CGUs, in determining the value in  use. Management makes assumptions about future operating results and performs sensitivity  testing of key assumptions in the process of measuring expected future cash flows which are based  on future events and circumstances.  c) Inventory valuation  Inventories are measured at the lower of cost and net realizable value. In estimating the net  realizable value, management considers evidence, such as aging of the inventory, current sales  prices, vendor price lists, available at the time in determining the net realizable values of the  inventories.  d) Business combinations  The Company applies the acquisition method of accounting to business combinations which  involves the allocation of the cost of an acquisition to the underlying net assets acquired based on  their respective estimated fair values. The Company uses valuation techniques

in determining fair  values of the various elements of a business combination, including intangible assets, based on  future expected cash flows and a discount rate. These determinations involve significant estimates  and assumptions regarding cash flow projections, economic risks and weighted average cost of  capital. If future events or results differ significantly from these estimates and assumptions, the  Company may be required to record impairment charges in the future.  6. Investment in CCI Thermal Technologies Employees Inc.  Effective July 28, 2016, the Company transferred its preferred share investment in Employees, having a  carrying value of $366, to Rocor for consideration comprising 5,467 Class Q, redeemable, retractable  preferred shares of Rocor with a total redemption value of $5,576. The difference of $5,210 between the  consideration received and the carrying value of the investment disposed of has been recorded as a  gain on disposition of investment in the consolidated statements of income and comprehensive income.  On July 29, 2016, the Company redeemed the 5,467 Class Q preferred shares of Rocor in exchange for  a non-interest bearing demand promissory note in the amount of $5,576. This was a tax deferred  transaction under Section 85(1) of the Income Tax Act (Canada).  These are non-cash transactions and have been excluded from the consolidated statements of cash  flows.  



 

CCI Thermal Technologies Inc.  Notes to the consolidated financial statements  July 31, 2017, July 31, 2016 and July 31, 2015  (in thousands of Canadian dollars)    Page 17  7. Business acquisition  On December 16, 2016, the Company completed the transaction with the shareholders of Hovey  Industries (2005) Inc. (“Hovey”), to purchase the assets of the business for an aggregate cash purchase  price, net of cash acquired, of $3,749. Goodwill on acquisition was attributable to the synergies and  growth opportunity of the combined operations. The goodwill is deductible for tax purposes.  The results of Hovey’s operations are included in these consolidated financial statements for the period  since the date of acquisition. The allocation of the purchase price is as follows:  Total $ Current assets (including cash of $1) 400  Property and equipment 50  Patent 1,300  Goodwill 2,000  Net assets 3,750   8. Accounts receivables  2017 2016 $ $ Trade accounts receivable 13,268 8,702  Other receivables 398 397  Less: allowance for doubtful accounts (100) (126)  13,566 8,973   9. Inventories  2017 2016 $ $ Raw materials 16,234 15,750  Work-in-progress 3,054 2,589  Finished goods 4,941 5,436  24,229 23,775  During the year, inventories recognized as an expense in cost of sales amounted to $51,316  (2016 - $49,612; 2015 - $58,040). Cost of sales include depreciation and amortization expense of  $1,241 (2016 - $1,239; 2015 - $1,184) and salaries and employee benefits expense of $16,439  (2016 - $16,074; 2015 - $19,083).   



 

CCI Thermal Technologies Inc.  Notes to the consolidated financial statements  July 31, 2017, July 31, 2016 and July 31, 2015  (in thousands of Canadian dollars)    Page 18  10. Property and equipment Computer Furnitures and Leasehold Shop Tools and Land Aircraft Automotive Building hardware fixtures improvements equipment dies Total $ $ $ $ $ $ $ $ $ $ Cost As at July 31, 2014 - 2,685 306 - 1,103 944 1,018 9,970 205 16,231  Additions 1,132 - - 2,108 125 142 702 1,066 2 5,277  As at July 31, 2015 1,132 2,685 306 2,108 1,228 1,086 1,720 11,036 207 21,508  Additions - - - - 121 214 169 1,637 17 2,158  Disposals - - (116) - - - - - - (116)  Transfers (4) - - 4 - - - - - -  As at July 31, 2016 1,128 2,685 190 2,112 1,349 1,300 1,889 12,673 224 23,550  Additions - - - - 59 121 27 347 4 558  Disposals - - (16) - - - - - - (16)  As at July 31, 2017 1,128 2,685 174 2,112 1,408 1,421 1,916 13,020 228 24,092  Accumulated amortization As at July 31, 2014 - 447 221 - 980 785 422 6,733 168 9,756  Depreciation - 560 27 101 65 55 79 1,067 19 1,973  As at July 31, 2015 - 1,007 248 101 1,045 840 501 7,800 187 11,729  Depreciation - 419 18 95 61 94 138 1,112 16 1,953  Disposals - - (109) - - - - - - (109)  As at July 31, 2016 - 1,426 157 196 1,106 934 639 8,912 203 13,573  Depreciation - 315 11 92 80 104 141 1,137 11 1,891  Disposals - - (12) - - - - - - (12)  As at July 31, 2017 - 1,741 156 288 1,186 1,038 780 10,049 214 15,452  Carrying value As at July 31, 2016 1,128 1,259 33 1,916 243 366 1,250 3,761 21 9,977  As at July 31, 2017 1,128 944 18 1,824 222 383 1,136 2,971 14 8,640 



 

CCI Thermal Technologies Inc.  Notes to the consolidated financial statements  July 31, 2017, July 31, 2016 and July 31, 2015  (in thousands of Canadian dollars)    Page 19  11. Intangible assets  Other Caloritech 3L Filters Ruffneck Fastrax Heat pipe Explosion  proof bed 3L Filters Ruffneck Flo-Dri Hovey Fastrax Computer  software Total $ $ $ $ $ $ $ $ $ $ $ $ $ Cost As at July 31, 2014 6,156 100 2,000 5,216 101 2,170 1,270 4,600 134 - 689 1,200 23,636  Additions - - - - - - - - - - - 48 48  As at July 31, 2015 6,156 100 2,000 5,216 101 2,170 1,270 4,600 134 - 689 1,248 23,684  Additions - - - 325 - - - - - - - 107 432  As at July 31, 2016 6,156 100 2,000 5,541 101 2,170 1,270 4,600 134 - 689 1,355 24,116  Additions - - - - - - - - - 1,300 - 17 1,317  As at July 31, 2017 6,156 100 2,000 5,541 101 2,170 1,270 4,600 134 1,300 689 1,372 25,433  Accumulated amortization As at July 31, 2014 5,322 72 1,882 551 101 2,170 878 3,642 102 - 109 1,020 15,849  Amortization 400 11 84 348 - - 127 460 13 - 69 62 1,574  As at July 31, 2015 5,722 83 1,966 899 101 2,170 1,005 4,102 115 - 178 1,082 17,423  Amortization 401 11 34 359 - - 127 460 13 - 69 75 1,549  As at July 31, 2016 6,123 94 2,000 1,258 101 2,170 1,132 4,562 128 - 247 1,157 18,972  Amortization 33 6 - 375 - - 127 38 6 76 69 60 790  As at July 31, 2017 6,156 100 2,000 1,633 101 2,170 1,259 4,600 134 76 316 1,217 19,762  Carrying value As at July 31, 2016 33 6 - 4,283 - - 138 38 6 - 442 198 5,144  As at July 31, 2017 - - - 3,908 - - 11 - - 1,224 373 155 5,671  Limited life trademarksLimited life patents    



 

CCI Thermal Technologies Company  Notes to the consolidated financial statements  July 31, 2017, July 31, 2016 and July 31, 2015  (in thousands of Canadian dollars)    Page 20  12. Goodwill  2017 2016  $ $ Goodwill 4,793 2,793  Goodwill has been allocated for impairment testing purposes to the following CGUs:  2017 2016  $ $ Caloritech 2,251 2,251  Ruffneck 50 50  Fastrax 492 492  Hovey (Note 7) 2,000 -  4,793 2,793  The recoverable amount of cash-generating units was based on their value in use, determined by  discounting the future cash flows to be generated from the continuing use of the cash-generating unit.  The recoverable amount of the CGUs with allocated goodwill were estimated to be higher than their  carrying amount and no impairment was required.  13. Accounts payable and accrued liabilities  2017 2016 $ $ Trade accounts payable 1,776 986  Employee related accounts payable 3,535 3,040  Accrued liabilities 645 615  5,956 4,641    



 

CCI Thermal Technologies Company  Notes to the consolidated financial statements  July 31, 2017, July 31, 2016 and July 31, 2015  (in thousands of Canadian dollars)    Page 21  14. Share capital  Authorized  Unlimited Class A common shares without nominal or par value.  Issued  2017 2016 $ $ 1,000 (2016 - 425*) Class A common shares 51,302 51,302  (*Number of shares has not been restated for reorganization transaction.)  As indicated in Note 1, the Company and the Partnership completed a reorganization whereby the  limited partners of the Partnership, Employees and Camary, each exchanged their interest in the  Partnership for an equivalent interest in the Company, on a tax deferred basis under Section 85 of the  Income Tax Act (Canada) through a series of transactions as follows:  · Effective August 1, 2016, the Board of Directors of the Company passed a resolution to  increase the paid up capital of the outstanding 425 Class A common shares owned by Rocor by  $19,450. As such, $19,450 was transferred from retained earnings to share capital.  · Effective August 1, 2016, the limited partners of the Partnership, Employees and Camary  (collectively the “Limited Partners”), each exchanged their interest in the Partnership, having an  aggregate carrying value of $32,307, for an equivalent interest in the Company, comprised of  150 Class A common shares and 425 Class A common shares with an aggregate adjusted cost  base of $31,852, respectively. An adjustment of $455 was credited to retained earnings.  During the year ended July 31, 2017, the Company declared dividends of nil (2016 - $7,793; 2015 - nil)  and paid distributions to the partners of

the Partnership of nil (2016 - $7,392; 2015 - $17,455). With  respect to the $7,793 of dividends declared in 2016, $5,576 of the dividends payable were paid by  cancellation of the promissory note receivable due from Rocor (Note 6) and the remaining balance of  $2,217 was credited to advances from Rocor. As these are non-cash transactions, they have been  excluded from the consolidated statements of cash flows.  



 

CCI Thermal Technologies Company  Notes to the consolidated financial statements  July 31, 2017, July 31, 2016 and July 31, 2015  (in thousands of Canadian dollars)    Page 22  15. Income taxes  The statutory tax rates applied by the Company as of the year ended July 31, 2017 was 27.0%  (2016 - 26.5%; 2015 - 26.0%). The rate changed during the year due to changes in provincial statutory  rate. A reconciliation of the statutory tax rates and income taxes payable at these rates to the effective  income tax rates and provision for income taxes is as follows:  2017 2016 2015 $ $ $ Income before income taxes 16,292 13,805 33,883  Combined federal and provincial income taxes statutory rate 27.0% 26.5% 26.0% Expected income tax expense 4,399 3,658 8,810  Effect of income taxes on: Non-taxable gain on disposition of investment - (1,381) -  Income tax directly in hands of limited partners - (1,311) (4,600)  Tax rate differential on income earned in the US 137 112 453  Other 118 (345) (329)  Income tax expense 4,654 733 4,334  Comprised of: Current 3,197 2,440 4,819  Deferred (recovery) 1,457 (1,707) (485)  Income tax expense 4,654 733 4,334  The deferred tax liability at July 31, 2017, is fully attributable to temporary differences between the  carrying amounts of property and equipment and intangible assets and their corresponding tax bases.  16. Related party transactions  a) All related party transactions are provided in the normal course of business and are recorded at the  exchange amount, which is the consideration established and agreed to by the related parties.  During the year, the Company expensed and paid the following transactions with related

parties:  2017 2016 2015 $ $ $ Whitemud Place Properties Inc. Rent 2,780 2,776 2,770  Cathton Investments Ltd. Hanger and administrative charges 49 224 60  Whitemud Place Properties Inc. is controlled by Rocor and Camary, shareholders in the Company. The  shareholder of Camary is the controlling shareholder in Cathton Investments Ltd.  During the year, the Company made cash advances of $13,656 (2016 - $1,157; 2015 - $9,087) to  shareholders, which were unsecured, non-interest bearing and due on demand. At July 31, 2017, there  were amounts due from shareholders of $11,218 (2016 - nil) and amounts due to shareholders of nil  (2016 - $222).  



 

CCI Thermal Technologies Company  Notes to the consolidated financial statements  July 31, 2017, July 31, 2016 and July 31, 2015  (in thousands of Canadian dollars)    Page 23  16. Related party transactions (continued)  b) The remuneration of directors and other members of key management personnel during the year  was as follows:  2017 2016 2015 $ $ $ Salary and short-term benefits 1,347 1,195 1,359   17. Financial instruments  Financial instruments consist of recorded amounts of cash and cash equivalents, accounts receivable,  and other like-amounts that result in future cash receipts as well as accounts payable and accrued  liabilities and other like-amounts that will result in future cash outlays.  Fair value of financial instruments  The fair value of financial instruments is the amount that would be agreed to in arm’s length transaction  between knowledgeable, willing parties who are under no obligation to act. Fair value can be determined  by reference to prices in active markets to which the Company has access. In the absence of active  markets, the Company determines fair value based on market or by reference to other similar products.  The carrying values of cash and cash equivalents, accounts receivables and accounts payables and  accrued liabilities approximate their estimated fair value due to their short terms to maturity. The fair  values of the amounts due from and to shareholders cannot be estimated with sufficient reliability given  that the balances originated in transactions with related parties, have no fixed repayment dates and no  market exists for financial instruments of this type.  Financial risk management  The

significant financial risks to which the Company is exposed are credit risk, foreign exchange risk  and liquidity risk. Management reviews these risks on an ongoing basis to ensure that the risks are  appropriately managed. The Company had no derivatives outstanding at July 31, 2017 or July 31, 2016.  Credit risk  Credit risk is the risk that one party to a financial instrument will cause a financial loss for the other party  by failing to discharge an obligation. The Company is exposed to credit risk in the event of non- performance by counterparties in connection with its accounts receivable. The Company does not obtain  collateral or other security to support the accounts receivable subject to credit risk but mitigates this risk  by dealing only with what management believes to be financially sound counterparties and, accordingly,  does not anticipate significant loss for non-performance.  The Company’s exposure to credit risk in respect of its cash and cash equivalents is not significant as  the balance is highly liquid, subject to an insignificant risk of changes in value and held with major  Canadian chartered banks that management assesses to be financially sound.  



 

CCI Thermal Technologies Company  Notes to the consolidated financial statements  July 31, 2017, July 31, 2016 and July 31, 2015  (in thousands of Canadian dollars)    Page 24  17. Financial instruments (continued)  Credit risk (continued)  The Company does not believe it has significant exposure to any individual customer or counterpart  because it monitors the financial conditions of its customers and reviews the current history of each new  customer or unusual level of customer credit risk. The aging analysis of accounts receivables is as  follows:  2017 2016 $ $ 0 to 30 days 6,253 4,138  31 to 60 days 3,966 2,890  61 to 90 days 901 800  Over 90 days 2,148 874  Trade accounts receivable 13,268 8,702  Allowance for doubtful accounts (100) (126)  Trade receivables, net of allowance 13,168 8,576  Other receivables 398 397  13,566 8,973  The movement in the Company’s allowance for doubtful account is as follows:  2017 2016 2015 $ $ $ Balance, beginning of the year 126 141 227  Receivables written off during the year (53) (101) (169)  Recovery of previous written off balances (117) (127) (217)  Additional allowance for doubtful accounts 144 213 300  Balance, end of the year 100 126 141  Foreign exchange risk  The Company has operations in both Canada and the US. Foreign exchange risk therefore arises from  the translation of the Company’s US operations at year-end. The Company does not use any derivative  instruments to mitigate its foreign currency risk.  The consolidated balance sheet includes the following amounts expressed in Canadian dollars with  respect to the financial assets and liabilities for which cash flows are denominated in US dollars. 

2017 2016 $ $ Cash and cash equivalents 4,907 7,835  Accounts receivable 5,862 4,609  Accounts payable and accrued liabilities (1,262) (619)  Net exposure 9,507 11,825   



 

CCI Thermal Technologies Company  Notes to the consolidated financial statements  July 31, 2017, July 31, 2016 and July 31, 2015  (in thousands of Canadian dollars)    Page 25  17. Financial instruments (continued)  Liquidity risk  The Company’s objective is to have sufficient liquidity to meet its liabilities when due. The Company  monitors its cash balances and cash flows generated from operations to meet its requirements. As at  July 31, 2017 and July 31, 2016, significant liabilities of the Company include accounts payable and  accrued liabilities.  The Company has the following financial liabilities as at July 31, 2017:  Due within  one year Due between one and five years Due after five years Total $ $ $ $ Accounts payable and accrued liabilities 5,956 - - 5,956  The Company has the following financial liabilities as at July 31, 2016:  Due within  one year Due between one and five years Due after five years Total $ $ $ $ Accounts payable and accrued liabilities 4,641 - - 4,641  Dividends payable 7,793 - - 7,793  12,434 - - 12,434   18. Commitments  The Company has entered into four premises lease agreements with Whitemud Place Properties Inc.  expiring August 31, 2024 (Edmonton), December 31, 2023 (Nisku), July 1, 2018 (Oakville), and July 31,  2022 (Orillia). Whitemud Place Properties Inc. is a related party (Note 16). The Company also has a  premise lease agreement in Houston expiring June 30, 2018.  Future minimum lease payments in the next five years are as follows:  Whitemud Place Arm's Properties Inc. length Total $ $ $ Not later than 1 year 2,764 71 2,835  Later than 1 year and not later than 5 years 7,593 - 7,593  Later

than 5 years 2,725 - 2,725   19. Contingent liabilities  Performance security guarantees of $685 (2016 - $867) have been provided on certain outstanding  sales contracts. These guarantees have been issued by CIBC, and in order to facilitate these  transactions, ATB Financial has provided a guarantee of $400 (2016 - $400) to CIBC.  



 

CCI Thermal Technologies Company  Notes to the consolidated financial statements  July 31, 2017, July 31, 2016 and July 31, 2015  (in thousands of Canadian dollars)    Page 26  20. Operating expenses  The general and administrative, selling, and aircraft expenses are as follows:   Notes 2017 2016 2015 $ $ $ (Note 1) General and administrative expenses Salaries 8,848 7,906 9,587  Employee benefits 1,107 1,087 982  Taxes and licenses 852 792 774  Consulting 570 487 519  Professional fees 530 501 607  Product development 376 551 245  Office 366 395 531  Bank and payroll charges 315 341 303  Travel and automotive 315 249 269  Staff relations 230 210 198  Telephone 218 201 198  Insurance 171 145 119  Construction cancellation 117 - -  Donations 87 96 95  Moving relocation 67 54 44  Board meetings 60 63 89  Training 59 50 54  Memberships and dues 46 50 56  Bad debts 31 79 84  Freight and customs 15 16 27  14,380 13,273 14,781  Selling expenses Salaries 3,535 3,483 3,670  Distributor expense 2,754 2,396 3,048  Employee benefits 615 609 560  Automotive and travel 302 382 350  Advertising and marketing 266 395 369  Freight and customs 154 177 208  Entertainment and promotion 105 75 85  Consulting fees 35 67 42  Telephone 33 41 42  Office 29 26 50  Moving relocation - 56 -  7,828 7,707 8,424  Aircraft expenses 16 Salaries 247 242 258  Travel and fuel 225 201 333  Maintenance 184 335 298  Office and memberships 45 43 16  Training 35 38 32  Insurance 7 8 9  Shared costs - 155 -  743 1,022 946  



 

CCI Thermal Technologies Company  Notes to the consolidated financial statements  July 31, 2017, July 31, 2016 and July 31, 2015  (in thousands of Canadian dollars)    Page 27  21. Subsequent events  Effective August 1, 2017, the Company declared an eligible dividend of $11 per Class “A” common  share, totalling $11,000, which was paid by way of a credit to the shareholder loans.  Effective October 4, 2017, Thermon Group Holdings Inc., a publicly traded company in the United  States, announced the execution of a definitive agreement to acquire 100% of the equity interests of the  Company. The transaction closed on October 29, 2017.  On October 23, 2017, the Company sold its aircraft to a related party for a purchase price of $1,714.  22. Capital management  The Company’s objectives when managing capital are to safeguard its ability to continue as a going  concern, to provide an adequate return to partners and preserve financial flexibility in order to benefit  from potential opportunities that may arise. Protecting the ability to pay current and future liabilities  requires following the internally determined capital guideline based on risk management policies. For its  own purpose, the Company defines capital as shareholders’ equity.  The capital structure at July 31, 2017, was as follows:  2017 2016 $ $ Shareholders' equity 67,350 56,184  In managing the shareholders’ equity, adjustments may be made to the capital structure in light of  external influences such as changing economic conditions, externally-imposed capital requirements, or  the presence of opportunities for further development. The amount to be paid to shareholders

and the  nature of financing of new assets are determinations made within the risk-based guidelines established.  There were no changes in the Company’s approach to capital management for all reporting periods  included in these consolidated financial statements.  
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Thermon Group Holdings, Inc.
Unaudited Pro Forma Condensed Combined Financial Statements

Introduction

Thermon Group Holdings, Inc. and its direct and indirect subsidiaries are referred to collectively as “we,” “our,” “Thermon,” or the
“Company” herein.

On October 30, 2017, Thermon consummated the acquisition of 100% of the equity interests of CCI Thermal Technologies Inc. ("CCI")
and certain real estate assets for $258.0 million CAD (the "CCI Acquisition") (approximately $206.4 million USD at the exchange rate as
of October 4, 2017) as described in the Company's Current Report on Form 8-K filed with the U.S. Securities and Exchange Commission
("SEC") on November 3, 2017. CCI is engaged in industrial process heating, focused on the development and production of advanced
heating and filtration solutions for industrial and hazardous area applications and is headquartered in Edmonton, Alberta, Canada. The
purchase was financed with a combination of cash on hand and a new senior secured debt facility consisting of a $250 million USD senior
secured term loan B facility and a senior secured revolving credit facility of $60 million USD. The term loan B and revolving credit facility
will mature on October 30, 2024 and October 25, 2022, respectively. The term loan B replaces and extinguishes the existing term loan A.
Commencing April 1, 2018, the term loan B will amortize in equal quarterly installments of .25% of the $250 million term loan, with the
balance due at maturity. The Company will have the option to pay interest on the term loan B at a base rate, plus an applicable margin, or
at a rate based on LIBOR, (subject to a floor of 1.00%), plus an applicable margin. The applicable margin for base rate loans is 275 basis
points and the applicable margin for LIBOR loans is 375 basis points.

The following unaudited pro forma condensed combined financial statements are based on the separate historical financial statements of
Thermon and CCI to illustrate the effect of the CCI Acquisition and gives effect to the assumptions and pro forma adjustments described
below and in the accompanying notes to the unaudited pro forma condensed combined financial statements.

The unaudited pro forma financial statements have been prepared in accordance with regulation S-X Article 11. The unaudited pro forma
condensed combined balance sheet as of September 30, 2017 is presented as if the CCI Acquisition occurred on September 30, 2017 and
reflects the combination of Thermon’s unaudited balance sheet as of September 30, 2017, which was derived from Thermon’s unaudited
balance sheet as of September 30, 2017 included within the Company’s Quarterly Report on Form 10-Q filed with the SEC on October 23,
2017, with the audited July 31, 2017 balance sheet of CCI, included within this Current Report Form 8-K/A. The unaudited pro forma
condensed combined statements of income for the twelve months ended March 31, 2017 and the six months ended September 30, 2017
assume the acquisition occurred on April 1, 2016. The Thermon twelve and six month statements of income were derived from our audited
financial statements for the year ended March 31, 2017 included within our Annual Report on Form 10-K filed with the SEC on May 30,
2017, and the unaudited financial statements for the six months ended September 30, 2017 included in our Quarterly Report on Form 10-Q
filed with the SEC on October 23, 2017, respectively. These statements of income have been combined with CCI statements of income as
of the twelve months ended January 31, 2017 and the six months ended July 31, 2017, respectively, which have been derived from the CCI
historical results included within this Current Report on Form 8-K/A.

The historical CCI financial statement have been prepared in Canadian dollars, and have been converted to US dollars for the applicable
periods presented herein using exchange rates as of September 30, 2017 for pro forma balance sheet purposes, and average exchange rates
during the period for the twelve and six month statements of income. In addition, the CCI historical financial statements were prepared in
accordance with International Financial Reporting Standards (“IFRS”) as issued by the International Accounting Standards Board.
Management has evaluated the accounting principles used by CCI and concluded that there are certain differences between those presented
under IFRS and US GAAP, and accordingly, pro forma adjustments have been included for any such differences, as described in the notes
herein.

The pro forma adjustments, as described in the notes to the unaudited pro forma condensed combined financial statements, are based upon
available information and certain assumptions that our management believes are reasonable. The unaudited pro forma condensed combined
financial statements are presented for informational and illustrative purposes in accordance with the rules and regulations of the SEC, and
are not necessarily indicative of the financial position that would have occurred or the financial results that would have occurred if the CCI
Acquisition had been consummated on the dates indicated, nor are they necessarily indicative of the financial position or results of
operations of the combined companies in the future. The unaudited pro forma condensed combined financial statements do not give effect
to any anticipated cost savings or other financial benefits expected to result from the CCI acquisition.



Exhibit 99.3

The unaudited pro forma condensed combined consolidated balance sheet and statements of operations and the accompanying notes should
be read in conjunction with the historical:
• audited consolidated financial statements of the Company and the related notes for the year ended March 31, 2017 included in the
Company’s Annual Report on Form 10-K filed with the SEC on May 30, 2017;
• unaudited consolidated financial statements of the Company and the related notes for the quarterly and six month periods ended
September 30, 2017 included in the Company’s Quarterly Report on Form 10-Q filed with the SEC on October 23, 2017; and
• historical audited financial statements of CCI and the related notes as of July 30, 2017 and 2016 and for the years ended July 31,
2017, 2016 and 2015, which are included as Exhibit 99.2 to this Current Report on Form 8-K/A.
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Thermon Group Holdings, Inc.

Unaudited Pro Forma Condensed Combined Balance Sheet
(Dollars in Thousands, except share and per share data)

Thermon
Group

Holdings, Inc.
Historical  

CCI Thermal
Technologies

Inc. Historical
(i)  

US GAAP
Adjustments  

Pro Forma
Adjustments  Notes  

Thermon
Group

Holdings, Inc.
Condensed

Combined Pro
Forma Balance

Sheet

 
September 30,

2017  July 31, 2017        
September 30,

2017
Assets          
Current assets:          

Cash and cash equivalents $ 83,378  $ 5,073  $ —  $ 241,775  (a)  $ 43,786
       (76,875)  (a)   
       (206,400)  (a)   
       (3,165)  (b)   

Investments 5,066  —  —  —    5,066
Accounts receivable 55,923  10,866  —  —    66,789
Inventories 43,490  19,406  —  1,072  (b)  63,968
Costs and estimated earnings
in excess of billings on
uncompleted contracts 10,322  —  —  —    10,322
Prepaid expenses and other
current assets 7,845  915  —  —    8,760
Income tax receivable 3,001  —  —  —    3,001
Due from shareholders —  8,985  (8,985)  —  (c)  —

Total current assets 209,025  45,245  (8,985)  (43,593)    201,692
Property, plant and equipment,
net 44,806  6,921  —  24,223  (b)  75,950
Goodwill 127,205  3,839  —  81,815  (b)  212,859
Intangible assets, net 82,946  4,542  —  81,619  (b)  169,107
Deferred income taxes

2,766  —  —  —    2,766
Other long term assets 991  —  —  —    991
Total assets $ 467,739  $ 60,547  $ (8,985)  $ 144,064    $ 663,365
Liabilities          
Current liabilities           

Accounts payable $ 18,337  $ 4,771  $ —  $ —    $ 23,108
Accrued liabilities 12,438  —  —  —    12,438
Current portion of long term
debt 20,250  —  —  (20,250)  (a)  1,875

       1,875  (a)   
Billings in excess of costs and
estimated earnings on
uncompleted contracts 4,174  657  —  —    4,831
Income taxes payable 892  717  —  —    1,609

Total current liabilities 56,091  6,145  —  (18,375)    43,861
Long-term debt 50,262  —  —  (56,625)  (a)  233,537
       239,900  (a)   
Deferred income taxes 24,863  457  —  24,124  (b)  49,444
Other non-current liabilities 3,653  —  —  —    3,653
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Total liabilities 134,869  6,602  —  189,024    330,495
 Equity            
Common stock 32  —  —  —    32
Preferred stock —  —  —  —    —
Additional paid in capital 220,578  41,091  (8,985)  (32,106)  (c)  220,578
Accumulated other
comprehensive loss (35,053)  —  —  —    (35,053)
Retained earnings 142,156  12,854  —  (12,854)  (c)  142,156

Total Thermon Group
Holdings, Inc. shareholders'
equity 327,713  53,945  (8,985)  (44,960)    327,713

Non-controlling interests 5,157  —  —  —    5,157
Total equity 332,870  53,945  (8,985)  (44,960)    332,870
Total liabilities and equity $ 467,739  $ 60,547  $ (8,985)  $ 144,064    $ 663,365
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Thermon Group Holdings, Inc.
For the twelve months ended March 31, 2017

Unaudited Pro Forma Condensed Combined Statement of Income
(Dollars in Thousands, except share and per share data)

 

Thermon Group
Holdings, Inc.

Historical  

CCI Thermal
Technologies

Inc. Historical
(i)  

US GAAP
Adjustments  

Pro Forma
Adjustments  Notes  

Thermon Group
Holdings, Inc.

Condensed
Combined Pro

Forma
Statement of

Income

 

Twelve Months
Ended March

31, 2017  

Twelve Months
Ended January

31, 2017        

Twelve Months
Ended March

31, 2017

            

Sales $ 264,130  $ 63,743  $ —  $ —    $ 327,873
Cost of sales 152,199  36,724  —  1,072  (d)  189,995
Gross profit 111,931  27,019  —  (1,072)    137,878
Operating expenses:            
Marketing, general and
administrative and engineering 77,715  19,502  —  (2,469)  (g)(h)  94,748
Amortization of intangible assets 11,772  887  —  9,804  (f)  22,463
Income from operations 22,444  6,630  —  (8,407)    20,667
Other income/(expenses):            
Interest income 566  —  —  —    566
Interest expense (3,518)  (6)  —  (10,892)  (e)  (14,416)
Gain on disposition of investment —  3,998  (3,998)  —  (j)  —
Other expense (410)  (294)  —  —    (704)
Income before provision for income
taxes 19,082  10,328  (3,998)  (19,299)    6,113
Income tax expense (benefit) 4,098  2,685  —  (5,255)  (k)  1,528
Net income $ 14,984  $ 7,643  $ (3,998)  $ (14,044)    $ 4,585
Income attributable to non-
controlling interests 343  —  —  —    343
Net income available to Thermon
Group Holdings, Inc. $ 14,641  $ 7,643  $ (3,998)  $ (14,044)    $ 4,242
Net Income per common share:            
Basic $ 0.45          $ 0.13
Diluted 0.45          0.13
Weighted-average shares used in
computing net income per common
share:            
Basic 32,301,661          32,301,661
Diluted 32,633,281          32,633,281
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Thermon Group Holdings, Inc.
For the six months ended September 30, 2017

Unaudited Pro Forma Condensed Combined Statement of Income
(Dollars in Thousands, except share and per share data)

 

Thermon Group
Holdings, Inc.

Historical  

CCI Thermal
Technologies

Inc. Historical
(i)  

US GAAP
Adjustments  

Pro Forma
Adjustments  Notes  

Thermon Group
Holdings, Inc.

Condensed
Combined Pro

Forma
Statement of

Income

 

Six Months
Ended

September 30,
2017  

Six Months
Ended July 31,

2017        

Six Months
Ended

September 30,
2017

            

Sales $ 113,367  $ 34,637  $ —  $ —    $ 148,004
Cost of sales 58,593  19,742  —  —    78,335
Gross profit 54,774  14,895  —  —    69,669
Operating expenses:            
Marketing, general and
administrative and engineering 39,838  10,165  —  (1,359)  (g)(h)  48,644
Amortization of intangible assets 5,961  285  —  5,060  (f)  11,306
Income from operations 8,975  4,445  —  (3,701)    9,719
Other income/(expenses):            
Interest income 392  —  —  —    392
Interest expense (1,589)  (4)  —  (5,529)  (e)  (7,122)
Other expense (71)  (104)  —  —    (175)
Income before provision for income
taxes 7,707  4,337  —  (9,230)    2,814
Income tax expense (benefit) 1,915  1,127  —  (2,338)  (k)  704
Net income $ 5,792  $ 3,210  $ —  $ (6,892)    $ 2,110
Income attributable to non-
controlling interests 535  —  —  —    535
Net income available to Thermon
Group Holdings, Inc. $ 5,257  $ 3,210  $ —  $ (6,892)    $ 1,575
Net Income per common share:            
Basic $ 0.16        $ 0.05
Diluted 0.16        0.05
Weighted-average shares used in
computing net income per common
share:            
Basic 32,412,819          32,412,819
Diluted 32,717,375          32,717,375
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Thermon Group Holdings, Inc.

Notes to Unaudited Pro Forma Condensed Combined Financial Statements
(Dollars in Thousands)

Pro Forma Adjustments:

(a) Pro forma adjustment (a) reflects the sources and uses of cash associated with the CCI Acquisition and the related debt issuance. The
preliminary CCI purchase price of $206,400 was funded with approximately $41,500 of cash that was on hand, plus approximately
$164,900 of net borrowings (proceeds from term loan B, less repayment of existing debt).
The following table details the sources of cash to fund the CCI Acquisition:

(Dollars in Thousands)

Proceeds from the term loan B, net of issuance costs $ 241,775
Repayment of debt, extinguishment of term loan A (56,625 )
Repayment of debt, extinguishment of term loan A (current portion) (20,250 )
Cash on hand 41,500

    Preliminary purchase price $ 206,400

Based upon the contractual payment terms, $1,875 of the term loan B has been presented as a current obligation with the remainder
($239,900) presented as non-current within the pro forma condensed balance sheet.

(b) The unaudited pro forma condensed combined financial information includes various assumptions, including those related to the
preliminary purchase price allocation of the assets acquired and liabilities assumed from CCI based on our best estimates of fair value of
those assets and liabilities. The final purchase price allocation may vary based on final appraisals, valuations and analyses of the fair value
of the acquired assets and assumed liabilities. Accordingly, the pro forma adjustments are preliminary and have been made solely for
illustrative purposes. The following table shows the preliminary allocation of the purchase price for the CCI Acquisition:

(Dollars in Thousands)

  

Preliminary
Purchase Price

Allocation  CCI Historical*  
Pro Forma
Adjustment

Cash and cash equivalents  $ 1,908  $ 5,073  $ (3,165)
Accounts receivable  10,866  10,866  —
Inventory  20,478  19,406  1,072
Prepaid expenses and other current assets  915  915  —
Property, plant and equipment, net  31,144  6,921  24,223
Intangible assets, net  86,161  4,542  81,619
Goodwill  85,654  3,839  81,815
Accounts payable  (4,771)  (4,771)  —
Billings in excess of cost and estimated on uncompleted
contracts  (657)  (657)  —
Income taxes payable  (717)  (717)  —
Deferred income taxes  (24,581)  (457)  (24,124)

   Preliminary purchase price allocation  $ 206,400     

*CCI historical as of July 31, 2017 and presented in U.S. Dollars.

The acquired property, plant and equipment mainly consists of buildings, land and machinery. As such, management performed a
preliminary fair value analysis on the property, plant and equipment as of the closing date of October 30, 2017 for
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the preliminary purchase price allocation and in the pro forma financial information. The preliminary assessment of intangibles consists of
products, customer relationships, and backlog. The values used in the purchase price allocation above and useful life calculations are
preliminary and subject to change, and that change may be significant, after we finalize our review of the specific types, nature and
condition of CCI's property, plant and equipment and intangible assets. A change in the value used for property, plant and equipment or
intangible assets would cause a corresponding increase or decrease in goodwill.

(c) To reflect the CCI Due From Shareholders as contra equity pursuant to US GAAP, and then its elimination along with the CCI
additional paid in capital and retained earnings.

(d) To reflect the amortization of the inventory fair value step-up adjustment of $1,072. We estimated that the step-up inventory
adjustment will be amortized over a six month period based on the CCI historical inventory turns.

(e) To reflect interest expense attributable to (i) the issuance of the $250,000 term loan B, (ii) the amortization of debt issuance costs of
term loan B and (iii) less interest and debt issuance amortization of term loan A repaid in full at the transaction date. The current interest
rate of approximately 5% for the term loan B was used in the calculation of historical interest expense and is deemed reasonable by
management as we do not anticipate any significant increases or decreases in the rate. A hypothetical increase in the borrowing rate of 1/8%
would increase total interest expense by $306 and $152 during the twelve and six month periods, respectively.

(f) To adjust historical amortization expense for the preliminary purchase price allocation to intangible assets, which consists of products,
customer relationships and backlog. The weighted average useful life for all intangibles is 10.6 years. The details of the preliminary
intangible asset valuation are as follows:

(Dollars in Thousands)

 
Preliminary CCI

Intangibles  
Estimated useful

life in years  

Six months
amortization

expense  

Twelve months
amortization

expense

Products $ 66,755  10  $ 3,338  $ 6,675
Customer relationships 11,525  17  339  678
Backlog 3,339  1  1,669  3,339
Less: historical CCI amortization     (286)  (888)
 $ 81,619    $ 5,060  $ 9,804

(g) To reflect the removal of all aircraft and rent expense for assets not assumed in the CCI Acquisition for the twelve and six months
periods. Additionally, $300 of CCI related transaction costs were removed for the six months ended September 30, 2017.

(h) To adjust historical depreciation expense for the preliminary purchase price allocation to property, plant and equipment based on no
salvage value and nondepreciable land of $7,745.

(i) The CCI historical financial statements have been translated from Canadian Dollars to U.S. Dollars. The following table details the
applicable rate and methodology:

  CAD/USD

CCI balance sheet as at July 31, 2017 Period End Spot Rate $ 0.8010
CCI statement of income for twelve months ended January 31, 2017 Average Spot Rate $ 0.7591
CCI statement of income for six months ended September 30, 2017 Average Spot Rate $ 0.7544

(j) To reflect the elimination of the Gain on disposition of investment from the historical CCI twelve months ending January 31, 2017
statement of income for US GAAP presentation as the transaction occurred between entities under common control.

(k) Prior to August 1, 2016, CCI was a nontaxable flow through entity, and accordingly, did not record significant income tax expense prior
to that date. Subsequently, CCI was a taxable Canadian corporation. The historical effective tax rate of CCI has
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been adjusted on a pro forma basis to reflect the combined Canadian and U.S. operations. Additionally, for pro forma purposes, we have
assumed an estimated 25% effective tax rate for all periods for the combined Thermon and CCI operations.


