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MAGNETIC SYSTEMS TECHNOLOGY LIMITED

STRATEGIC REPORT
FOR THE YEAR ENDED 31 DECEMBER 2022

The directors present the strategic report for the year ended 31 December 2022,

Review of the business
Trading through 2022 saw the business managing to increase output and production due to buoyant customer demand.

The continued investment in technelogy, people and processes meant that output peaked in November with a record
output, which was appropriate for the 30th birthday of the business.

The Company continues te make significant investment in R&D for current and future products, industrialization,
increasing output and rapid growth.

This is allowing the Company to grow and expand to meert the increasing requirements of its customers in all sectors. In
2022 the total spend on R&D was £6,026,734 compared to £6,207.795 in 2021 and this represented 26% of turnover
which has reduced from 57% in 2021.

Following the invasion of Russia into Ukraine there was a continuous escalating price pressure and inflation across all
areas. Magtec had secured its own lang term energy prices in 2021 but thers were significant increases in the prices of
components and parts as supplicrs added surcharges and cnerpy price rises without warning and despite purchasc prices
having previously been agreed. This led (o a deercase in the gross margin of praducts (48.3% in 2021 down 10 36.8% in
2022) and put pressure on the averall profitability of the business. The business mitigated some of this by bringing
back the manufacturing of some compeonents into our machining departtment, which has been a productive arca of the
business.

The ingrease in turnover meant an increase in gross profit from £5.245725 in 2021 o £8,455,790 in 2022, Greater
cliiciencies allowed stall costs o reduce from 45.2% of tumover in 2021 (£4,911,519) 10 27.4% 10 2022 (£6,302,320).

The underlying trading perlormance ol Maglec was prolitable with a signilicant turn around in the EBITDA [rom
-£673,564 1n 2021 o £874,398 in 2022,

The Company continues to take 1lsalth and Safety seriously and we now have a dedicated 115E Coordinator. This has
allowed un increase in focus on HSE across the organization during the vear with better inductions and 4 [ocus on
training and leading safety indicators. There are still improvements to be made and the business will focus on a
continuous improvement across all areas.

Future developments

Demand for the Company’s products remains strong. Continued investment in R&D activities and manufacturing
capacity will be required to ensure that the Company can meet its customers” expectations in quality, cost and volume.
We expect that whilst the investment in R&ID activities will continne to be significant it should continue to reduce as a
% of armover.

2023 sees the business move into new markets and product developments as the electric vehicle market matures and
customers determine what they require and opportunities to expand are developed.

In some markets however customer demand is being constrained by the long lead time te ger electric charging
infrastucture implemented. Delays in govermment policies to roll out clean air zones is alse slowing down growth in
some sectors as BEuro 6 large diesel vehicles are still exempt. Council budgets, in a time of a cost-of-living crises is
being targeted ro ather budgets rather than a focus on zero emissions and clean air.

Government Innovation grants continue to be utilized to enable fast growth in key areas towards the goal of more
industrialization to allow production in preater volumes.

Supply chain issucs continue to have an impact on the Company and price inercascs on cors components put significant
pressure on the pross margin.




MAGNETIC SYSTEMS TECHNOLOGY LIMITED

STRATEGIC REPORT (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2022

Principal risks and uncertainties
The most significant risks to the Company’s profitability are:

*  Government policy delaying the uptake of electric commercial vehicles

*  Repowered vehicles not being included in Government incentives for zero emission vehicles
* Tack of charging infrasticture and slow roll out by the DNCO’s

* Increasing legislative requirements for repowered vehicles

® Costinflation, especially energy {once fixed contract ends mid 2024) and raw materials

In response to these risks the Company vses various financial instruments including cash, loans, invoice financing
arrangement, finance lease agreements and items such as trade debtors and trade creditors that arise directly from its
operations, the main purpose of which is to ensure liquidity for the Company’s activities. Invoice financing and new
finance lease agreements on existing assets were secured after the year end.

All of these transactions in financial instruments relate to underlying business operations and no activities of a
speculative nature arc made.

I'he main risks arising from the Company’s financial instruments are currency risk, interest rate risk, liquidity risk and
credit risk. The direcrors review, agree and maintain policies for managing these risks and they arc summarized below.

Interest Rate Risk

The Company has a number of finance leases for fixed asscets which have known interest rates at inception. The
increase in the Bank of England base rate will have an inpact on future borrowings and existing loans pegged to it.

Liquidity Risk

The Company manages its tinancial risk by cnsuring that there iz cnough liquidity available to meet its short- and
long-term requirements.

Currency risk

The Company’s trade is almost exclusively conducted in sterling. A limited amount of raw material is purchased in
curos and US dollars and an alternative UK souree i3 usually available,

Finaneial key performance indicators

We consider our key perfommance o be measured by both tumover and operating profil, details ol which cun be feund
in the financial statcinents,

On behall of the board

M K Jenkins
Director

20 July 2023




MAGNETIC SYSTEMS TECHNOLOGY LIMITED

DIRECTORS' REPORT
FOR THE YEAR ENDED 31 DECEMBER 2022

The directors present their annual report and financial statements for the vear ended 31 December 2022,

Principal activities
The company's principal activity during the year was the design and manufacture of electric drive systems and related
software and complete electric and hybrid vehicles,

Results and dividends
The results for the year are set out on page 9.

Ordinary dividends were paid amounting lo £4,796, The direelors do not reeommend payment ol a Turther dividend,

Directors
The directors who held office during the year and up to the date of sipnature of the financial statements were as
follows:

M K Jenkins
J ™M Peel
A T Gilligan

Statement of disclosure to anditor

So lar as each person who was a director at the date ol approving this reporl is aware, there s no relevant audit
informalion of which lhe compuny’s auditor is unaware. Additionally, the direclors individually have taken all the
necessary steps that they ought to have taken as directors in order to make themselves aware of all relevant audit
information and to establish that the company’s auditor is aware of that information.

On behalt of the board

M K Jenkins
Director

20 July 2023




MAGNETIC SYSTEMS TECHNOLOGY LIMITED

DIRECTORS' RESPONSIBILITIES STATEMENT
FOR THE YEAR ENDED 31 DECEMBER 2022

The directors are responsible for preparing the annual report and the financial statements in accordance with applicable
law and regulations.

Company law requires the directers to prepare financial statements for each financial year. Under that law the directors
have elected to prepare the financial starements in accordance with United Kingdom Generally Accepted Accounting
Practice (United Kingdom Accounting Standards and applicable law). Under company law the directors must not.
approve the financial statements unless they are satisfied that they give a true and fair view of the state of affairs of the
company and of the profit or loss of the company for that period, In preparing these financial statements, the directors
are required to:

. sclea sultable accounting policics and then apply them consistently;
. make judgements and accounting estimates that arc reasonable and prudent;
.

prepare the financial statements on the going concern basis unless it is inappropriate to prosume that the
company will contlinue in business.

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




UHY Hacker vouns

6 Broadfield Court
Broadfield Way
Sheftield

58 OXF

INDEPENDENT AUDITOR'S REPORT TO THE MEMBERS OF
MAGNETIC SYSTEMS TECHNOLOGY LIMITED

Opinion

We have audited the financial statements of Magnetic Systems Technolegy Limited (the ‘ecompany") for the year ended
31 December 2022 which comprise the statement of comprehensive income, the balance sheet, the statement of
changes in cquity, the statement of cash flows and notes to the financial statements, including significant accounting
policies. The financial reporting framework that has been applicd in their preparation is applicable law and United
Kingdom Accounting Standards, including Financial Reporting Standard 102 The Financiad Reporting Standard
applicable in the UK and Republic of Irefand (United Kingdom Generally Accepted Accounting Practice).

In our opinion the financial siatements:
. give a true and fair view of the state of the company's affairs as at 31 December 2022 and of its profit for the
year then ended:
. have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Practice:
and
*  have heen prepared in accordance with the requirements of the Companies Act 2004,

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (LK) (ISAs (UK)) and applicable law.
Our responsibilities under those standards are further deseribed in the Auditor's responsibilities for the audit of the
finareial statements seetion ol our report, We are independent of the company in accordance with the ethical
requirements that are relevant 1o our audit of the finuneial statements in the UK, including the FRC's Ethical Standard,
and we have fulfilled our other ethical responsibilities in accordance with these requirements. We believe that the audit
evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

Conclusions relating to going concern
In auditing the tinancial statcments, we have concluded that the directors’ use of the going concern basis of accounting
in the preparation ol the [inancial statements is approprials.

Based on the work we have performed, we have nol identilied any material uncertainlies relating o events or
conditions thal, individually or collectively, may casl significant doubl on the company's abilily W continue as 4 going
coneern for a period of at least twelve months from when the financial statements are authorised for issue,

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




UHY Hacker vouns

INDEPENDENT AUDITOR'S REPORT TO THE MEMBERS OF
MAGNETIC SYSTEMS TECHNOLOGY LIMITED CONTINUED

Other information

The other information comprises the information included in the annual report ather than the financial statements and
our auditor's report thereon, The directors are responsible for the other information contained within the annnal report,
Our opinion on the financial statements docs not cover the ather information and, ¢xcept to the extent otherwisc
cxplicitly stated in our report, we de not express any form of assurance conclusion thercon. Our respansibility is to read
the other intormation and, in doing so, consider whether the other intormation is materially inconsistent with the
financial statements or our knowledge ebtained in the course of the andit, or atherwisc appears to be materially
misstated. 1 we identily such material inconsisiencics or apparent malerial misslalements, we ate required (o determing
whether this gives rise 0 4 malerial misstatement in the [inancial statements themselves. I, based on the work we have
performed, we conclude that there is a material misstatement of this other information, we are required to report that
fact.

We have nothing to report in this regard.

Opinions on other matters prescribed by the Companies Act 2006

In our opinion, based on the work undertaken in the course of our audit:
* the information given in the strategic report and the dircetors’ report for the [nancial year for which the [Inancial

slalements are prepared is consistent with the [inancial statements; and

the strategic report and the directors' report have been prepared in accordance with applicable legal

requirements.

Matters on which we ure required to report by exception
In the lighl of the knewledge and understanding ol the company and its environment oblained in the course of the audil,
we have not identified material misstatements in the strategic report or the directors' report.

We have nothing to report in respect of the following matters in relation to which the Companies Act 2006 requires us
to report to you if, in our opinion:
. adequate accounting records have not been kept, or retums adeguate for our audit have not heen received from
branches not visited by us; or
the financial statements are not in agreement with the accounting records and returns; or
certain disclosures of remuneration specitied by law are not made; or

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




UHY Hacker vouns

INDEPENDENT AUDITOR'S REPORT TO THE MEMBERS OF
MAGNETIC SYSTEMS TECHNOLOGY LIMITED CONTINUED

Responsibilities of directors

Ag explained more fully in the directors' responsibilities statement, the directors are responsible for the preparation of
the financial statements and for being satisfied that they give a true and fair view, and for such internal control as the
directors determine is necessary to enable the preparation of financial statements that are tree from material
misstatcnent, whether duc to fraud or error. In preparing the financial statements, the dircctors are responsible for
assessing the company's ability to centinue as a going concern, disclosing, as applicable, matters related to going
conecern and using, the poing concern basis af accounting unless the directars cither intend fe liquidate the company or
1o cease operations, or have no realistic alternative but to do so.

Auditor’s responsibilities for the audit of the financial statements

Qur objectives are o oblain reasonable assurance aboul whether the [inancial slatements as a whole are [ree [rom
material misstatement, whether due to fraud or error, and to issue an auditor's report that includes our opinion,
Reasonable assurance is a high level of assurance but is not a guarantee that an audit conducted in accordance with
ISAs (UK) will always detect a material misstatement when it exists. Misstatements can arise from fraud or 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 these financial statements.

The extent to which our procadures are capable of detecting irregularities, including fraud, is detailed below.




UHY Hacker vouns

INDEPENDENT AUDITOR'S REPORT TO THE MEMBERS OF
MAGNETIC SYSTEMS TECHNOLOGY LIMITED CONTINUED

- Enquiry of management, those charged with govermnance around actual and potential litigation and claims.

- Reviewing minutes of meetings of those charged with governance.

- Reviewing financial statement disclosures and testing to supporting documentation to assess compliance with
applicable laws and regulations.

- Auditing the risk of management override of controls. including through testing journal entries and other adjustments
for appropriateness, and evaluating the business rationale of significant transactions outside the normal course of
business.

A further description of our responsibilities is available on the Financial Reporting Council’s website at;
https:/www. fre.org.uk/auditorsresponsibilities. This description forms part of our auditor's report.

Use of our report

This report is made solely (e the company's members, as a body, in accordance with Chapter 3 ol Part 16 of the
Companies Act 2006, Our audit work has been undertaken so thal we might state (o the company's members those
matters we are required to state to them in an auditor's report and for no other purpose. To the fullest extent penmitted
by law, we do not accept or assume responsibility to anvone other than the company and the company's members as a
body, for cur audit work, for this reporl, or for the opinions we have formed.

Andrew Hulse (Senior Statutory Auditor)
For and on behall of UHY Hacker Young 20 July 2023

Chartered Accountants
Statutory Auditor




MAGNETIC SYSTEMS TECHNOLOGY LIMITED

STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED 31 DECEMBER 2022

2022 2021
Noles £ £
Turnover 22955835 10,862,627

Cost of salcs
Gross profit

Administrative expenscs
Other operating income

Operating profit/(lnss)

Interest receivable and similar income
Interest payable and similar expenses
Exceptional items:

- Amount written off investment
Profit/{loss) befare taxation

Tax on profit/(loss)

Profit for the financial yvear

(14,500,045)

8,455,790

(9,276,890}
1,265,122

444,022

(138,255}

(174,014}

131,753

964,270

1,096,032

The profit and loss account has been prepared on the basis that all operations arc continuing operations.

(5,616,902)

5,245,725

(7,955,036)
1,752,600

{956,711}

20

(66.440)

(1,023.125)
1,230,913

216,788




MAGNETIC SYSTEMS TECHNOLOGY LIMITED

BALANCE SHEET
AS AT 31 DECEMBER 2022

Fixed assets
Intangible assets
Tangible assets

[nvestments

Current assets

Stocks

Debtors

Clash at bank and in hand

Creditors: amounts falling due within one
year

Net current asscts

Tatal asscts less current liabilities

Creditors: amounts falling duc after more
than one year

Government grants

Net assets

Capital and reserves
Called up share capital
Sharc premium account
Capital redemption reserve
Profit and loss reserves

Total equity

Noles

11
12
13

16

17

20

21

2022

2,630,322
1,255,547

3,885,869

10,930,405

{9,852,587)

1,077,818

4,963,687

(889,916}

(23,143}

4,050,628

1,099
117,065
1,676

3,930,788

4,050,628

2021
£ £
2,519,706
874,684
174,014
3,568,404
2,664,595
4,994,169
762,285
8.421.049
7.540,717)
880,332
4,448,736

(1,461,984)
(27.360)

2,959,592

1,099
117,065
1,676
2,839,552

2,959,592

The financial statements were approved by the board of directors and authorised for issue on 20 July 2023 and are

signed on its behalf hy:

M K Jenking
Director

Company Registration No. 02763007




MAGNETIC SYSTEMS TECHNOLOGY LIMITED

STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 DECEMBER 2022

Share capital  Share Capital Profit and Total
premium redemption loss reserves
account reserve
Notes £ £ £ £ £

Balance at 1 January 2021 2,775 297,235 - 2,270,019 2,370,029
Year ended 31 December 2021:
Loss and total comprehensive income
for the year - - - (22,854) (22.854)
Prior year adjustment (note 26) - - - 509,700 369,700
Total comprehensive income for the year - - - 546,852 346,852
Dividends 10 - - - (14,277 (14.277)
Redemption of shares (1.676) (180,170} 1,676 (179,830 (360,000)
Balance at 31 Decemhber 2021 1,099 117,065 1,676 2,839,552 2,959,392
Year ended 31 December 2022:
Profit and total comprehensive income
for the year - - - 1,096,032 1.096,032
Dividends 10 - - - (4,796) (1.796)
Balance at 31 December 2022 1,099 117,065 1,676 3.930,788 4,050,628




MAGNETIC SYSTEMS TECHNOLOGY LIMITED

STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED 31 DECEMBER 2022

Cash lows Irom operating activities
Cash generated from operations
Intcrost paid

Income taxes refunded

Net cash inflow from operating activities

Investing activities

Purchase of intangible assets

Purchasc ol tangiblc Mixed asscis

Proceeds on disposal of tangible fixed assets
Interest received

Net cush used in investing activities

Financing activities

Redemption of shares

Proceeds from borrowings

Repayment of borrowings

Proceeds of new bank loans

Repayment of bank loans

Advances under tinance lease obligations
Payment of finance leases obligations
Dividends paid

Net cash used in financing activities

Net {decrease)/increase in cash and cash equivalents

Cash and cash equivalents ar beginning of year

Cash and cash equivalents at end of year

Noles

24

2022
£ £
505,815
(138,255}
367,560
(153.266)
(299,348)
(452.614)
(153,786)
(135,000)
484,241
(716,753)
(523,298)
(608,352)
762,285
153,933

2021
£ £
48,330
(66,440)
1,730,204
1,712,594
(307,319
(540,244)
14,874
26
(832,663)
{360,000)
360,000
(370,31%)
73,863
(141,363)
(22.876)
(14,277
(474.971)
404,960
357.325
762,285




MAGNETIC SYSTEMS TECHNOLOGY LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2022

1 Accounting policies

Company information
Magnetic Systems Technology Limited is a private company limited by shares incorporated in England and
Wales. The registered office is Magna 34, Unit 2 & 3, Temple Close, Rotherham, South Yorkshire, S60 1FH.

1.1 Aceounting convention
These financial statements have heen prepared in accordance with FRS 102 “The Financial Reporting Standard
applicable in the UK and Republic of lreland” (“FRS 1027) and the requirements of the Companies Act 2006,

The financizal statements are prepared in sterling, which is the functional currency of the company. Monetary a
mounts in these financial statements are rounded to the nearest £.

The financial statements have been prepared under the historical cost convention. ‘The principal accounting
policics adopted are sct out below.

1.2 Going concern
The THrectors have prepared forecasts for the Company for the period to 31 December 2024.

The key judgment is turnover, with sales based on existing projects in progress and by reference to specific sales
opportunities. Fach of those apportunities have been ranked based on the stage in the sales pipeline and an
assessiment as to the likelihood of the opportunity resulting in an order.

The Dircetors have also perlormed a sensitivity analysis of those forccasts, In view of the significant level of
salcs opportunitics, it has been determined that the key sensitivity is regarding a delay in the campletion of
projects, In particular, the specd at whieh the charging infrastructure is being built is causing delavs,

In this scenario, the Directors are satisfied thal they have sufficient inance available to allow the Company (o
manage their working capital demands. To this extent two new sources of funding were secured after the vear end
being an invoice discounting facility and asset finance for certain vehicles of which £389.000 has been drawn
(with repayment during 2024 when vehicles are sold).

However, in the event that unexpected events result in a need for additional funding, the Directors have identified
a further source of finance that could be cbtained.

On the hasis of the forecasts, the level of sales apportunities, an assessment of the impact of delays and the
additional funding secured since the year end, the directors have concluded that the company can centinue to
mecet their debts for the forecast period and accordingly have prepared the financial statcments on a going,
concern basis.

1.3  Turnever
Turnover represents ameunts receivable for goods and services net of VAT,




MAGNETIC SYSTEMS TECHNOLOGY LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2022

1 Accounting policies (Continued)

Revenue trom the sale of goods is recognised when the significant risks and rewards of ownership of the goods
have pussed (o the buyer (usually on dispatch ol the goods), the amount of revenue can be meuasured reliably, il 1s
probable that the econemie benefits associaled wilh the trunsaction will flow (o the entity and the cosls incurred
ot 1o be incurred in respect of the transaction can be measured reliably.

Revenue from contracts for the provision of services is recognised by reference to the stage of completion when
the stage of completion, costs incurred and costs to complete can be estimated reliably. The stage of completion
is calculated by comparing costs incurred, mainly in relation to contractual hourly staff rates and materials, as a
proportion of total costs. Where the outcome cannot be estimated reliably, revenue is recognised only to the
extent of the expenses recognised that are recoverable.

1.4 Research and development expenditure
Research expenditure 1s written off against profits in the year in which it is incurred. Tdentifiable development
expenditure is capitalised to the extent that the technical. commercial and financial feasihility can be
demonstrated.

1.5 Intangible fixed assets other than goodwill
Intangible assets acquired separately from a business are recognised at cost and are subsequently measured at cost
less accurmnulated amedtisation and accumulated impairment losses.

Intangible asscls acquired on business combinalions arc recognised separately [rom goodwill al the acquisition
date where it is probable that the expected foture economic benefits that are attributable to the asset will flow to
the entity and the lair value of the assel can be measured reliably; the intangible assct arises (rom coentractual or
other legal rightls; and the inlungible assel 15 separable [Tom the entily.

Amortisation is recognised so as te write off the cost or valuation of assets less their residual values over their
useful lives on the following bases:

Development Cosls Al the balance sheet date the developinent costs have not been
amortised because they were not available for use in penerating
economic benelit.

1.6 Tangible fixed assets
Tangible fixed assets arc initially mcasured at cost and subsequently measured at cost or valuation, net of
depreciation and any umpairment losscs.

Depreciation is recognised so as to write ofl the cost or valuation of assels less their residual values over their
useful lives on the following bases:

Plant and machinery 25% Reducing balance
Fixtures, fittings & equipment 15% Reducing halance/33.3% Reducing balance
Motor vehicles 25% Reducing balance

The gain or loss arising on the disposal o an assel 1s determined s the dillerence between the sale proceeds und
the cartying value of the assel. and is credited or charged (o profit or loss.

S 14 -




MAGNETIC SYSTEMS TECHNOLOGY LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2022

1.7

1.8

1.10

Accounting policies (Continued)

Fixed asset investments

Tnterests in subsidiaries, associates and jointly controlled entities are initially measured at cost and subsequently
measured at cost less any accumulated impairment losses. The investiments are assessed for impairment at sach
reporting date and any impairment losses or reversals of impairment losses are recognised immediately in profit
or loss,

Impairment of fixed assels

At each reporting period end date, the company reviews the carrying amounts of its tangible and intangible assets
to determine whether there is any indication that those assets have suffered an impairment loss. If any such
indication exists, the recoverable amount of the asset 15 estimated in order to determine the extent of the
impairment loss (if any). Where it is not possible to estimate the recoverable amount of an individual asset, the
company estimates the recoverable amount of the cash-generating unit to which the asset belongs.

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

If the recoverable amount of an asset (or cash-generating unit) is estimated to be less than its carrying amount,
the carrying amount of the assct (or cash-gencrating unit) is reduced to its recoverable amount. An impaitment
loss 1s recogniscd immediately in profit or loss, unless the relevant asset is carried at a revalued amount, in which
case the impairment Loss is treated as a revaluation decrcase.

Recognised impairment losses are reversed if, and only if, the reasons for the impaimment loss have ceased (o
apply. Where an impairment loss subsequently reverses, the carrying amount of the asset (or cash-generaling
unil) is increased Lo the revised estimate ol ils recoverable amount, but 50 that the increased carrying amount does
not exceed the carrying amount that would have been determined had no impairment loss been recognised for the
asset (or cash-generating unit) in prior vears. A reversal of an impairment loss is recognised immediately in profit
or loss, unless the relevant asset is carried at a revalued amoun, in which case the reversal of the impairment loss
is treated as a revaluation increase.

Stocks

Stocks are stated at the lower of cost and eslimaled selling price less costs t complete and sell. Cost comprises
direct materials and, where applicable, direct labour costs and those overheads that have been incurred in
bringing the stocks to their present location and condition.

At each reporting date, an assessment is made for impairment. Any excess of the carrving amount of stocks over
its cstimated selling price less costs to complete and scll is recognised as an impairment loss in profit or loss.
Reversals of impairment losses are alse recognised in profit or loss.

Cash and cash equivalents

Cash and cash equivalents are basic financial assets and include cash in hand, deposits held at call with banks,
other short-term liquid investments with original maturities of three months or less, and bank overdrafts. Bank
overdrafts are shown within borrowings in current liabilities.




MAGNETIC SYSTEMS TECHNOLOGY LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2022

Accounting policies (Continued)

Financial instruments
The company has elected to apply the pravisions of Section 11 “Basic Financial Instruments’ and Section 12
‘Other Financial Instruments Issues’ of FRS 102 ro all of its financial instruments,

Financial instruments are recognised in the company's balance sheet when the company hecomes party to the
contractual provisions of the instrument.

Financial asscts and liabilitics arc oflsct, with the net amounts presented in the (inancial statements, when there is
4 legally enlorceable right Lo set ol the recognised amounts and there is an intention 1w selle on a net basis or W
realisc the asset and settle the liability simultancously,

Basic financial assets

Basic financial assets, which include debtors and cash and bank balances, are initially measured at transaction
price including transaction costs and are subsequently carried at amaortised cost using the effective interest
method unless the arrangement constitutes a financing transaction, where the transaction is measured at the
present value of the future receipts discounted at a market rate of interest. Financial assets classitied as receivable
within one vear arc not amortised.

Other financial assets

C(rher financial assets, including investments in equity instruments which are not subsidiaries, associates or joint
ventures, arc initially measured at fair value, which is normally the transaction price. Such asscts arc
subscquently carried at fair valuc and the changes in fair value are recognised in profit or loss, except that
mvyestments in equily instruments that are not publicly traded and whose Lair values cannot be measurcd reliably
are measured 4l cost less impainment.

fmpairment of financial assels
Financial assely, other than those held al Lair value through profit and loss, are assessed [or indicalors ol
impairment at each reporting end date.

Financial assets are impaired where 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 have been affected. If
an asset is impaired, the impairment loss is the difference between the carrying amount and the present value of
the estimated cash flows discounted at the asset’s ariginal effective interest rate. The impairment loss is
recognised in profit or loss.

If there is a decrease in the impairment loss arising from an event occurring affer the impairment was recognised,
the impairment is reversed. The reversal is such that the current earrying amount dees not exceed what the
carrving amount would have been, had the impairment net previgusly been recognised. The impairment reversal
is recognised in profit or loss.

Derecognition of financial assets

Financial asscts are derceognised only when the contractual rights to the cash flows from the agset expire or are
sellled, or when the company transiers the linancial asset and substantially all the risks and rewards ol ownership
to another entity, or if some significant risks and rewards of ownership are retained but control of the asset has
transferred to another party that is able to sell the asset in its entirety to an unrelated third party.

- 16 -




MAGNETIC SYSTEMS TECHNOLOGY LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2022

1.12

1.13

Accounting policies (Continued)

Classification of financial liabilities

Finaneial liabilities and equity instruments are ¢lassified according to the substance of the contractual
arrangements entered into. An equity instrument is any contract that evidences a residual interest in the assets of
the company after deducting all of its liabilities.

Basic financial liabilities

Basic financial liabilitics, including creditors, bank loans, loans from fellow group companics and preference
sharcs that arc classificd as dobt, arc initially recognised at transaction price unless the arrangement constitutes a
finaneing transaction, where the debt instrument is measured at the present value of the tuture payments
discounted at a market rate ol interest. Financial labilitics classilicd as payable within one ycar arc not
amortised.

Debr instruments are subsequently carried at amortised cost, using the effective interest rate method.

Trade creditors are obligations to pay for goods or services that have been acquired in the ordinary course of
business from suppliers. Amounts payable are classified as current liabilities if payment is due within one vear or
less. If not, they are presented as non-current liabilities. Trade creditors are recognised initially at transaction
price and subsequently measured at amortised cost using the effective interest method.

Other financial liabilities

Derivatives, including interest rate swaps and forward forcign exchange contracts, are not basic financial
mstrurmcnts, Derivalives are iniGally recognised at lair value on the dale a derivative contract is entered into and
are subsequently re-measured at their fair value. Changes in the [air value ol derivalives are recognised in profit
or loss in finance eosts or finance income as appropriate, unless hedge accounting is applicd and the hedge is a
cash llow hedge.

Debt instruments that do not meet the conditions in FRS 102 paragraph 11.9 are subsequently measured at fair
value through profit or loss. Debt instruments may be designated as being measured at fair value through profit or
loss to eliminate or reduce an accounting mismatch or if the instruments are measured and their performance
evaluated on a fair value basis in accordance with a documented risk management or investment strategy.

Derecagnition of financial liabifities
Financial liabilitics arc derecognised when the company’s contractual obligations cxpire or arc discharged or
cancclled.

Equity instruments

Faquity instruments issued by the company are recorded at the proceeds received, net of transaction costs,
IYividends payable on equity instruments are recognised as liabilitizs once they are no longer at the discretion of
the company.

Taxation
The tax expensc represents the sum of the tax currently payable and deferred tax.




MAGNETIC SYSTEMS TECHNOLOGY LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2022

1.14

1.15

Accounting policies (Continued)

Current tax

The tax currently payable is based on taxable profit for the year. Taxable profit differs from net profit as reported
in the profit and loss account because it excludes items of income or expense that are taxable or deductible in
other years and it further excludes items that are never taxable or deductible. The company’s liability for current
tax is calculated using tax rates that have been enacted ar substantively enacted by the reporting end date.

Deferred fax

Deferred tax liabilities are generally recognised for all fiming differences and deferred tax assets are recognised
to the extent that it is prebable that they will be recovered against the reversal of deferred tax liabilitics or other
[uture taxable profits. Such assets and liabilitics arc not recognised if the timing difTerence arises from goodwill
or [rom the inital recogmtion of other assels and liabililies mn a transaction that allects neither the tax profil nor
the accounting protit.

The carrying amount of deferred tux assels is reviewed al each reporting end date und reduced (0 he extent that it
is no longer probable that sufficient taxable profits will be available to allow all or part of the asset to be
recoveraed. Deferred tax is calculated at the tax rates that are expected to apply in the period when the liability is
settled or the asset is realised. Deferred tax is charged or credited in the profit and loss account, except when it
relates to items charged or credited directly to equity. in which case the deferred tax 15 alsa dealt with in equity.
Deferred tax assets and liabilities are offset when the company has a legally enforceable right to offset current tax
assets and liabilities and the deferred tax assets and liabilities relate ro taxes levied hy the same tax authority.

Employee benefits
The costs of short-term employee benefits are recognised as a liability and an expense, unless those costs are
required to be recognised as part of the cost of stock or fixed assets.

The cost of any unused holiday entitlement is recognised in the period in which the employee’s services are
received.

Termination benefits are recognisad immediately as an expense when the company is demonstrably commitred to
terminate the employment of an employee or to provide termination benefits.

Leases
Leases arc classificd as finance leases whenever the terms of the lease transfer substantially all the risks and
rewards of ownership (o the lossces, All other leases are elassilicd as operating leases.,

Asscts held under finance leases are recogniscd as asscts at the lower of the asscts fair value at the date of
inception and the present value ol the minimum lease payiments. The relaled liability is included in the balance
sheel as 4 linanee lease obligation. Lease paymenls are realed as consisting ol capilal and inlerest elements. The
interest is charged to profit or 1oss so g3 to produce a constant periodic rate of intergst on the remaining balance
of the liability.

Rentals payable under operating leascs, including any lease incentives reccived, are charged (o profit or loss on a
straight line basis over the lenm ol the relevant lease excepl where anolher more syslemalic basis 1s more
representative of the time pattern in which economic benefits from the leases asset are consumed,




MAGNETIC SYSTEMS TECHNOLOGY LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2022

1.17

Accounting policies (Continued)

y Government grants

Girants are credited to deferred revenue. Grants towards capital expenditure are released to the profit and loss
account aver the expected useful life of the asscts. Grants towards revenue expenditure are released to the profit
and loss account as the related expenditure is incurred in the propartion of the grant income receivable n respect
of project costs to total project costs,

Foreizn exchange

Transactions in currencies other than pounds sterling are recorded at the rates of exchange prevailing at the dates
of the transactions. At each reporting end date, monetary assets and liabilities that are denominated in foreign
currencies are retranslated at the rates prevailing on the reporting end date. Gains and losses arising on translation
in the period are included in profit or loss.




MAGNETIC SYSTEMS TECHNOLOGY LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2022

2 Judgements and key sources of estimation uncertainty

In the application of the company’s secounting policies, the directors are required (o make judgements, estimales
und assumptions about the carrying amount of assets and liabilities that are not readily apparent from other
sources. The estimates and associaled assuinplions are based on historical experience and other factors thatl are
considerad 1o be relevant. Aclual results may differ from these eslimales.

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

Critical judgemcnts
The following judgements {apart from those involving estimates) have had the most signiticant effect on amounts
recognised in the financial statements,

Depreciation

The depreciation charges depend on the directors’ estimation of the useful economic lives of the company's assets
and residual values. The directors have used depreciation rates and methods which they estimate result in
depreciation charges which write off the cost less estimated residual value over the useful ecanomic life of the
assetl.

Deferred income

Due to the nature of the business, often projects undertaken for custemers have significant costs, The company
therefore often requires stage and milestone payments 10 be made. The directors estimate the degree of
completion of each project to ensure that income is being recognised in the correct period.

Accrued grant income

The company regularly receives grant income. The directors estimate the amount of grant income which should
be recognised relating to the ongoing research and development projects based on the work completed and by
reference to the terms of the grant.

frntangible fixed assets

The company is currently develaping a significant rail project. The costs over the amount being funded are
considered and where appropriate capitalised, the Directors believing this project will add significant value to the
business hased on their understanding of the sector and the level of existing sales enquiries.

Sale of specified vehicles

The Company has been engaged on a project to build and demonstrate vehicles for use by part of the public
scetor. On completion the Company takes ownership of the vehicles which will then be sold, Whilst not specialist
i nalure, the actual specilication is determined by the contract. In recognising revenue on the contract, a
judgement has been made ol Lhe sales value. This has been done based on knowledge ol sales ol similar vehicles
and quotes made on sales enquiries for these vehicles,




MAGNETIC SYSTEMS TECHNOLOGY LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2022

3 Turnover and other revenue

An analysis of the company's wmover is as [0llows:

Turnover analysed by class of business
Product sales

Engincering sales

Turnover analysed by geographical market
United Kingdom
Rest ol the world

Other revenue
Interest income
Grants reccived

4 Operating profit/(loss)
Operating profit/(loss) for the year is stated after charging/(crediting):

Exchange losscs

Research and development costs

Government grants

Feoes payable to the company's auditor for the audit of the company's financial
statements

Depreciation of owned tangible [xed agscls

Depreciation of tangible fixed assets held under finance leases

Loss/(prolit) on disposal of tangible lixed assels

Operating lzase charges

2022 2021
£ £
21,300,566 9,211,901
1,655,269 1,650,726
22955835 10,262,627
2022 2021
£ £
20,113,221 7.208,622
2.842.614 3,634,005
22955835 10,862,627
2022 2021
£ £
- 26
1,265,122 1,727,600
2022 2021
£ £
38,401 6,558
6,026,734 6,207,795

(1,265,122)

10,750
285,157
145,219

15,000
483,964

(1,727.600)

14,250
203,574

79.547

(4.518)
239,887




MAGNETIC SYSTEMS TECHNOLOGY LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2022

5 Employees

The average monthly number of persons {including directors) employed by the company during the year was:

2022 2021
Number Number

Direclors 3 3
Administration 5 4
Other 151 124
Total 139 131
Their aggregate remuneration comprised:

2022 2021

£ £

Wages and salaries 5,550,636 4,370,717
Social sccurity costs 566,014 460,129
Pension costs 185,060 80,673

6,302,320 4911,5319

6 Directors' remuneration
2022 2021
£ £
Remuneration for qualifving services 436,709 323,301

The number of directors for whom retirement benefits are accruing under defined contribution schemes
amounted to 3 {2021 - 3).

Remunceration disclosed above include the following amounts paid to the highest paid director:

2022 2021
£ £
Remuneration for qualifving services 155,000 130,450

Company pension contributions to defined contribution schemes 12,000 1,318

el




MAGNETIC SYSTEMS TECHNOLOGY LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2022

7 Interest receivable and similar income

2022 2021
£ £
Interest income
Intercst on bank deposits - 26
2022 2021
Investment income includes the tollowing: £ £
Interest on financial assets not measured at fair value through profit or loss - 26
8 Interest payable and similar expenses
2022 2021
£ £
Interest on financial liahilitics mcasured at amartised cost:
Interest on bank overdralls and loans 21,873 11,254
Other interest on financial liabilities 67,230 28,202
RO 105 39,450
Other finance costs:
Interest on finance leases and hire purchase contracts 28,799 19,418
Other interest 20,351 7,560
138,255 66,440
9 Taxution
2022 2021
£ £
Current tax
UK corporation tax on profits for the current perind (980,9935)  (1,239.913)
Adjustments in respect ol prior periods 16,716 -
Total current lax {964,279) (1,239,913)

Of the charge to current tax in relation te discontinued operatiens, £0 relates to tax on profits and £0 arose on

disposal.




MAGNETIC SYSTEMS TECHNOLOGY LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2022

9 Taxation (Continued)

The actual credit for the vear can be recenciled to the expected charge/(credit) for the year based on the protit or
loss and the standurd rate ol 1ax as [ollows:

2022 2021
£ £
Profit/(lass} before taxation 131,753 (1,023,125)
Expected tax charge/{credit) based on the standard rate of corporation tax in the
UK of 19.00% (2021: 19.00%) 25,033 (194.394)
Tax effect of expenses that are not deductible in determining taxable profit 16,239 6,051
Pormancent capital allowances in cxeess ol depreciation (¥8,693) (608,735)
Research and development tax credit (966,637) (442.835)
Effect of revaluations of investments 33,063 -
Under/(ever) provided in prier years 16,716 -
Taxation credit for the year (964,279) (1,239.913)
10 Dividends
2022 2021
£ £
Final paid 4,796 14,277




MAGNETIC SYSTEMS TECHNOLOGY LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2022

1

Intangible fixed assets

Cost

At ] Januoary 2022
Additions
Transfers

At 31 December 2022

Amortisalion and impairment

At | January 2022 and 31| Dlecember 2022

Carrying amount
At 31 December 2022

At 31 December 2021

Tangible fixed assets

Cast

At ] January 2022
Additions
Disposals
I'ransters

At 31 December 2022
Depreciation and impairment
At 1 January 2022

Depreciation charged in the year
Eliminated in respect of disposals

At 31 December 2022

Carrying amount
At 3] December 2022

At 31 December 2021

Development Costs

£
2,519,706

153,266

(42,650)

2,630,322

2,630,322

]

2,519,706
1"lant and Fixtures, tittings & NMotor vehicles Lotal
machinery eqquipment

£ £ £ £
1,711,668 793,686 36,787 2.342,141
275,311 318,393 189,085 783,389
{246,365) (7,295) - (253.660)
- - 42,650 42,650
1,740,614 1,114,984 269,122 3,114,720
1,318,896 336,405 12,156 1.667,457
199,927 166,207 64,242 430,376
{232,651) (0,009 - (238.060)
1,280,172 496,003 76,398 1.859,173
454,442 608,351 192,724 1,255,547
392,772 457,281 24.631 874,684




MAGNETIC SYSTEMS TECHNOLOGY LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2022

12

13

Tangible fixed assets (Continued)

The net carrying value of tangible fixed assets includes the following in respect of assets held under finance
leases or hire purchase conlracts,

2022 2021
£ £
Plant and machinery 300,481 101,593
Fixtures, fittings & cquipment 75,689 89,302
Motor vehicles 142,264 -
518,434 190,957
Fixed asset investments
2022 2021
Notes £ £
Investments in associates - 174,014

Fixed asset investments not carried at market value
The company holds 15% of the share capital of ACM EV Systems (Changshu} Co Lid, a company registered in
China. The fair value of this share holding has been considered by the directors and is now valued at mil.




MAGNETIC SYSTEMS TECHNOLOGY LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2022

13 Fixed asset investments

Muovements in fixed asset investments

Cost or valnation
At 1 January 2022 & 31 December 2022

Impairment
At 1 Jammary 2022
Impairment losses

At 31 December 2022

Carrying amount
At 31 December 2022

At 31 Deecember 2021

14  Stocks

Work in progress
Finished goods and goods for resale

15 Debtors
Amgunts falling due within one year:

Trade debtors

Corporalion lux recoverable
Other debtors

Prepayments and accrued income

2022

(Continued)

Shures in group
undertakings and
participating
interests

£

174,014

174,014

174,014

174,014

1,281,615 389,232
1,951,444 2,275,363

3,233,059 2,604,595

2022

2121

2,848,956 1,924,408

2,204,192 1,235,913
1,230,627 OR1,688
1,259,628 848,160

7.5343,413 4,994,169

'
28]
-1
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2022

16  Creditors: amounts falling due within one vear

2022 2021
Notes £ £
Bank loans 18 135,000 117,500
Obligations under finance leases 1% 187,642 101,256
Other borrowings 18 525,189 188,245
Trade creditors 4.64% 886 2,080,420
Taxation and social security 1,223,849 462,004
Dividends payable 4,796 -
Other creditors 22,740 15,683
Accruals and deferred income 3,104,485 4,574,709

9,852,587 7,540,717

Creditors: amounts falling due within onc year includes £243,651 (2021 - £271,578) which is sceurad on asscts.

Other loans includes a loan provided from the directors of £469.180. This loan is interest free and repavable on
demand subject to other bank loans having been repaid in full. Other leans also includes a loan provided by UK
Steel Enterprizes Limited of £36,010 which was repaid in full after the year end.

17 Creditors: amounts falling due after more than one year

2022 2021
Noles £ £
Bank loans and overdrafis 18 337.500 490,000
Obkligations under finance leascs 19 351,137 185,794
Other borrowings 18 201,27 694,009
Taxation and social sceurity - 92,181

289,916 1,461,984

'
[
.
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
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17

18

1Y

Creditors: amounts falling due after more than one vear (Continued)

Creditors: amounts talling due after more than one year includes £351,137 (2021 - £230,198) which is secured on
assels,

Bank loans comprises a Coronavirus Business Interruption Bank Loan. This attracts interest at 4.9% over base
rate and is repayable in monthly instalments by 30 June 2026.

Other borrowings comprise & loan from the majority shareholder in the ACM investment (see note 13). The loan

18 interest free and has not fixed ar determinable repayment date, the agreement providing that repayment is to he
on a schedule to be determined jointly by the lender and the company.

L.oans and averdrafts

2022 2021
£ £

Bank loans 472,500 607,500
Other loans 726,468 R82.254

1.198.968 1.489.754
Pavable within on¢ year 660,189 305,743
Payvable after one vear 538,779 1,184,009
The long-term loans are secured by fixed charges over the assets of the company,
Finance lease obligations

2022 2021
Future minimnum lease paymenls dug under (inanee leases: £ £
Within one year 187,642 124,203
In two 1o five years 351,137 144,034
In over five years - 18,813

338,779 287,050

Finance lease payments represent rentals payable by the company for certain items of plant and machinery.
Teases include purchase options at the end of the lease period, and no restrictions are placed on the use of the
assets. All leases arc on a fixed repayment basis and no arrangements have been entered into for contingent
rental paynents.
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20

21

22

23

Deferred income

2022 2021
£ £
Government grants 23,143 27,360
Share capital
2022 2021
£ £
Ordinary share eapital
Issued and fully paid
4,500 Ohvdinary shares of (h.1p cach 10 10
1,089 A Ovdinary shares of £1 each 1,089 1,089
1,099 1,099

Operating lease commitments

Lessee

At the reporting end date the company had outstanding commitments for future minimum lease payments under

non-cancellable operating leases, which fall due as follows:

2022 2021
£ £
Wilhin one year 385,494 347,251
Herween two and five years 915,350 1,186,441
1,300,844 1,533,692

Related party transactions

Transactions with related parties
During the year the company entered into the following transactions with related parties:

The company has an interest free unsecured loan from a director of the company in the amoeunt of £469,180

(2021 - £469,180).

)
(=
'




MAGNETIC SYSTEMS TECHNOLOGY LIMITED
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24  Cash generated from operations

2022 2021
£ £

Profit for the year after tax 1,096,032 216,788
Adjustments for:
Taxation credited (964,279) (1,239,913)
Finance costs 138,253 66,440
Investment incame - {26)
Loss/(gain) on disposal of tangible fixed assets 15,000 (4.518)
Amount wrillen oft investiment 174,014 -
Depreciation and impairment of tangible fixed assets 430,376 283,121
Decrease in deferred income (4,217 (10.121)
Movements in working capital:
(Inerease )/ decrease n stocks (568,464) 391,037
Increase in debtors (1,384,963) (2,931,173)
Increase in creditors 1,774,063 3,277,195
Cash generated from operations 505,815 48,830

25  Analysis of changes in net debt
1 January 2022 Cash flows

31 December

2022
£ £ £
Cash at bank and in hand 762,285 (608,352) 153,933
Borrowings excluding overdrafts (1,489,754} 290,786 (1,198.968)
Obligations under linance leuses (287,050} (231,729 (538.779)
(1,014,514} (569,293) (1,583,.814)

)
i
'
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