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Executive Chairman’s Letter
to Shareholders
A YEAR OF TRANSFORMATION
In the past year your Company
has been transformed into a public
corporation attracting global financing
and commercial interest. Years of hard
work in research and development are
translating into commercial outcomes
that will make energy cheaper, cleaner
and available to all – empowering a
bright future. Our team is challenging
the status quo to achieve what many
thought was impossible.
Dr Kevin Moriarty
Executive Chairman

The key elements of the transformation
of 1414 Degrees are the successful
commissioning of a commercial working
prototype and corporate development.
These have provided a clear path for
commercialisation of our technology
and access to capital, enabling our
engineering and commercial teams
to assess and conduct feasibility on
the many opportunities presented to
your Company locally and globally.
The response to the success of the
prototype, and the announcement of
our plans for very competitively priced
10 MWh and 200 MWh thermal energy
storage systems (TESS), has been so
compelling that 1414 Degrees is in the
process of designing and building three
products, each with a major market.
OUR GROUND-BREAKING
TECHNOLOGY
The 10 MWh TESS-IND module is
designed to meet the requirements
of industrial customers for reliable
power and heat supply, whether they
are located on or off an electricity grid.
These customers are often seeking
to install solar or wind generation to
reduce their energy costs and they
realise the addition of low cost storage
is essential for supply security. It is
important to note that the majority
of their energy consumption is in the
form of heat, often as much as 80%,

typically supplied by liquid petroleum
gas. Our TESS’ provide a compelling
alternative for these customers because
our devices, coupled with renewable
generation, can displace the gas and
provide thermal energy directly to meet
their needs. They can also provide
reliable power when the renewable is
unavailable. Most customers require
between one and five of our TESS-IND
modules.
Regulatory bodies are increasing
the requirements for fast frequency
response to potentially destabilising
shifts of frequency. Our 200 MWh
TESS-GRID modules are designed to
meet the requirements from electricity
grids and large off-grid industries or
urban complexes for stable power
supply from renewable generation.
The technology behind our devices
allows expansion of storage capacity to
thousands of megawatt hours (MWh)
without the stringent management
issues, or environmental impact, of
batteries and pumped hydro.
Our third product under development
is the result of an approach from a
large public utility responsible for waste
management. The organisation is
seeking a low maintenance means of
burning the biogas produced in waste
treatment to generate electricity with
heat that can increase the operation’s
process efficiency. We are designing a
TESS-GAS device to directly capture
the heat from burning biogas and store
it for release when needed to generate
electricity. Electricity not required for the
waste management plant can be sold
on the electricity market to alleviate
peak demand. If this product is proven
to be effective it will open a very large
local and global market because of
the ubiquitous requirements for waste
processing.
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COMMERCIAL VISION
Our product development is going
according to plan, with the first TESSIND device due for commissioning in
our newly leased facility at the Southlink
Industrial Park start of the new year.
Our commercial group is finalising
contracts for installation in greenhouse
and food processing facilities. These
businesses approached us seeking
solutions that allow them to pair
renewable generation with large heat
requirements, currently provided by gas.
Our devices can reduce their production
costs and greenhouse emissions. The
arrangements being negotiated require
1414 Degrees to provide the TESS-IND,
with our client providing renewable
generation and connection to the facility.
As this will be a demonstration facility,
commercial payments will start after
a period of stable operation proves
reliability. As with the prototype, the
Federal Government’s AusIndustry
program is co-funding the build of the
first demonstrator.
Our plan for the development of
the TESS-GRID is staged to reduce
capital risk. The first stage will see the
construction of a 13 MWh test cell,
allowing our engineers to refine the
components and configuration before
construction of the full module which
will comprise 15 cells. The intention is
to construct it on a site with a National
Electricity Market (NEM) connection
close to our Southlink facility. The site
has a 100 MW NEM connection and
sufficient space to build a 1 GWh TESSGRID. Our engineers have estimated
capital cost, including one-off design
and development, at $225 million.
Commercial production costs are
expected to be less than this.
The global response to our technology
supports a very strong commercial
outlook for our product. There is clearly

a demand for a low cost energy storage
solution to be integrated with renewable
generation, both on and off grid. While
batteries suit smaller local generation,
such as solar on houses, and electric
vehicles, their technically precise
operating conditions are not practicable
for large grid scale installations.
These developers want long-life, low
maintenance bulk storage that also
delivers on regulatory requirements for
fast frequency response and spinning
inertia.
CORPORATE EVOLUTION
I want to record my appreciation to
the core team of 1414 Degrees whose
largely unpaid support has enabled the
growth of the company from a small
private concern to a public company
on the verge of Initial Public Offering
(IPO) and listing on the Australian
Stock Exchange (ASX). It may not be
appreciated that most members of the
team have been paid minimal cash
amounts, allowing us to devote our
limited cash to support the engineering
and development. Of course, at
the basis of our success is a strong
engineering team and the acumen
of our technology leader Matthew
Johnson. Matthew’s confident vision
and steerage leading to the successful
prototype must be acknowledged.
It is important I outline the corporate
development plan adopted by your
board when it elected myself as
Executive Chairman in 2016. We
recognised the company was in startup phase, with limited resources with
which to attract high quality executives
to carry forward the board’s vision. In
the meantime, we would be reliant on
a few executives and contractors who
understood the potential and would
devote lots of time for very little pay.

“The global
response to our
technology supports
a very strong
commercial outlook
for our product.”
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The funding provided by our new
shareholders during the past year is
now supporting key appointments
encompassing engineering, marketing,
commercial, finance and legal. I expect
the integration of these professionals
will occur progressively, particularly after
our IPO provides funds to adequately
resource the company, and the board
will then be in a position to appoint a
Chief Executive Officer, ideally from
amongst our senior executives.
OPPORTUNITIES
As can be observed in Asia, worldwide
expansion of renewable generation
is going to continue, regardless of
greenhouse reduction targets, because
wind and solar sourced energy
can help reduce air pollution and
emissions harmful to health. However,
although our technology has clear
advantages in application, it needs to
be proven in commercial environments
before it will be accepted as a major
alternative to batteries and pumped
hydro. Our IPO will provide investors
with the opportunity to support the
commercialisation, and to benefit from
the global market opportunities.
Since the end of the financial year
we have received major proposals
for applications of our technology,
providing insight into the future potential
for commercialisation. These include
substantial joint ventures that conform
to our announced strategy - whereby
the capital to commercialise the

technology is provided off-balance
sheet. The joint ventures would build
projects integrating generation, storage
and heat consumers. An example
under discussion includes a 400MW
solar farm connected to at least 400
MWh of TESS and large greenhouse
agribusinesses.
The South Australian Energy Minister
recently chose 1414 Degrees technology
as the showpiece for his announcement
following the close of submissions to the
South Australian Government’s $150m
Renewable Technology Fund (RTF).
Prospective investors continue to sign
up and contact us about the impending
IPO, as the global need for energy
storage dominates news headlines and
the everyday consumer agenda. It is
only the beginning for 1414 Degrees.
On behalf of the Board and Company,
I want to thank all shareholders for
their support. Without it, none of
these opportunities could have been
developed. I am confident that 2018 will
see major growth and listing on the ASX.
Dr Kevin Moriarty
Executive Chairman

“Prospective
investors continue
to sign up and
contact us about
the impending
IPO, as the global
need for energy
storage dominates
news headlines
and the everyday
consumer
agenda.”
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DECLARATION OF INDEPENDENCE
BY ANDREW TICKLE
TO THE DIRECTORS OF 1414 DEGREES LIMTIED
As lead auditor of 1414 Degrees Limited for the year ended 30 June 2017, I declare that, to the
best of my knowledge and belief, there have been:
1.

No contraventions of the auditor independence requirements of the Corporations Act 2001 in
relation to the audit; and

2.

No contraventions of any applicable code of professional conduct in relation to the audit.

Andrew Tickle
Director
BDO Audit (SA) Pty Ltd
Adelaide, 27 October 2017

BDO Audit (SA) Pty Ltd ABN 33 161 379 086 is a member of a national association of independent entities which are all members of BDO (Australia) Ltd ABN 77 050 110 275,
an Australian company limited by guarantee. BDO Audit (SA) Pty Ltd and BDO (Australia) Ltd are members of BDO International Ltd, a UK company limited by guarantee, and
form part of the international BDO network of independent member firms. Liability limited by a scheme approved under Professional Standards Legislation (other than for
the acts or omissions of financial services licensees).

INDEPENDENT AUDITOR'S REPORT
TO THE MEMBERS OF 1414 DEGREES LIMITED
Report on the Audit of the Financial Report
Opinion
We have audited the financial report of 1414 Degrees Limited (the Company), which comprises
the statement of financial position as at 30June 2017, the statement of profit or loss and other
comprehensive income, the statement of changes in equity and the statement of cash flows for
the year then ended, and notes to the financial report, including a summary of significant
accounting policies, and the directors’ declaration.
In our opinion the accompanying financial report of 1414 Degrees Limited, is in accordance with
the Corporations Act 2001, including:
(i)

Giving a true and fair view of the Company’s financial position as at 30June 2017 and of its
financial performance for the year ended on that date; and

(ii)

Complying with Australian Accounting Standards and the Corporations Regulations 2001.

Basis for opinion
We conducted our audit in accordance with Australian Auditing Standards. Our responsibilities
under those standards are further described in the Auditor’s responsibilities for the audit of the
Financial Report section of our report. We are independent of the Company in accordance with
the Corporations Act 2001 and the ethical requirements of the Accounting Professional and
Ethical Standards Board’s APES 110 Code of Ethics for Professional Accountants (the Code) that
are relevant to our audit of the financial report in Australia. We have also fulfilled our other
ethical responsibilities in accordance with the Code.
We confirm that the independence declaration required by the Corporations Act 2001, which has
been given to the directors of the Company, would be in the same terms if given to the directors
as at the time of this auditor’s report.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our opinion.
Other information
The directors are responsible for the other information. The other information obtained at the
date of this auditor’s report is information included in the directors’ report, but does not include
the financial report and our auditor’s report thereon.
Our opinion on the financial report does not cover the other information and accordingly we do
not express any form of assurance conclusion thereon.
In connection with our audit of the financial report, our responsibility is to read the other
information and, in doing so, consider whether the other information is materially inconsistent
with the financial report or our knowledge obtained in the audit, or otherwise appears to be
materially misstated.

If, based on the work we have performed on the other information obtained prior to the date of
this auditor’s report, we conclude that there is a material misstatement of this other
information, we are required to report that fact. We have nothing to report in this regard.
Responsibilities of the directors for the Financial Report
The directors of the Company are responsible for the preparation of the financial report that
gives a true and fair view in accordance with Australian Accounting Standards and the
Corporations Act 2001 and for such internal control as the directors determine is necessary to
enable the preparation of the financial report that gives a true and fair view and is free from
material misstatement, whether due to fraud or error.
In preparing the financial report, the directors are responsible for assessing the Company’s
ability to continue as a going concern, disclosing, as applicable, matters related to going concern
and using the going concern basis of accounting unless the directors either intend to liquidate
the Company or to cease operations, or has no realistic alternative but to do so.
Auditor’s responsibilities for the audit of the Financial Report
Our objectives are to obtain reasonable assurance about whether the financial report as a whole
is free from material misstatement, whether due to fraud or error, and to issue an auditor’s
report that includes our opinion. Reasonable assurance is a high level of assurance, but is not a
guarantee that an audit conducted in accordance with the Australian Auditing Standards will
always detect a material misstatement when it exists. Misstatements can arise from fraud or
error and are considered material if, individually or in the aggregate, they could reasonably be
expected to influence the economic decisions of users taken on the basis of this financial report.
A further description of our responsibilities for the audit of the financial report is located at the
Auditing and Assurance Standards Board website (http://www.auasb.gov.au/Home.aspx) at:
http://www.auasb.gov.au/auditors_responsibilities/ar4.pdf
This description forms part of our auditor’s report.

BDO Audit (SA) Pty Ltd

Andrew Tickle
Director
Adelaide, 27 October 2017

