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M-Squared Lasers Limited
Strategic Report

M-Squared Lasers Limited and subsidiaries ("Group”) are private companies limited by shares incorporated
in the United Kingdom (registered in Scotiand), United Stales of America and Germany. The directors, in
preparing this sirategic report, have complied with $414C of the Companias Act 2008.

Thia sirategic report has besn prapared for tha Group as a whole and therefors gives greatar emphasis to
those matters which are significant to M-Squared Lasers Limited and its subsidiary undertakings (see Note
13) when viewed as a whole.

Principal activities

The principal activity of the Group during the year continued to be the research design, manufacture & sale
of aser besed photonic solutions and associated services. The Group's current primary market for its
praducts is the sclentific research community with the main geographical markets being North America,
Europs, China and Japan.

Review of the businsss

The Group enjoyed a successful year with the order book increasing across the business and is well placed
to leverage further significant growth in financial year 2018/19 and beyond. The continued strong growth
was founded upon further strategic investment in research and development, manufacturing capacity and
sales and marketing capabilities. The Group continues to allocate a significant proportion of its resources to
ressarch and development in both existing and new products and to the generation of intellectual property
for future commercialisation. The Group has a dedicated Innovation unit which identifies key technology
opportunities and associated sources of funding to support such programs.

The Direciors' review of key performance indicators are as follows:

Total Total

2018 207

£ £

Turnover 13,354,664 13,204,820
Cost of sales (6,545,750) (6,215,543)
Gross profit 8,808,914 7,078,277
Administrative axpsnses {7,351,568) {6,833.004)
Other operating income 2,188,038 1,817,526
Operating profit 1,126,382 2,083,769
Finance costs (net) (708,484) {690,386)
Profit on ordinary activities before taxation 416,808 1,373,434
Tax on profit on ordinary activities ‘ 249,308 327,359
Profit for the financial yoar 666,208 1,700,793

Turnover was up modastly year on year, consclidating on significant growth In 2016/17 (up 56% for 2016 v
2017). An operating profit of £1,125,382 has besn generated (2017; £2,063,799), giving an operating margin
of 8.4% (2017: 15.5%). This reduction reflects the group investing in its manufacturing and sales capabilty,
and is calculated after expensing significant patent licence costs of £689,358 (2017 £505,936),

Administrative costs have increased reflecting investment primarily in manufacturing and sales, with ataff
numbers increasing by 13% to 85 (2017: 75).
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mampeonﬂnuedmbesmsfulinucu.ﬂngﬁndhg.wihoheropemﬁnginoomelmdngby
£350,510 (19.3%) to £2,168,036 in 2018,

Finance costs and taxation costs remain in line with prior year.

The financial position of the Group Is set cut in the balance sheet on page 13. The Group has net Sabiiites
of £2,307,837 (2017: £2,979,390). The decrease in nat lisbilities Is a result of the profit for the year of
£666,208 (2017; £1,700,793).

The consolidated cash flow statement of the Group is set out on page 17. Net cash inflow from operating
acgvmss‘fg;mvearmﬂ.asmzo (2017: £1,048,038). Netfunds at the ysar-end amounted {o £294,102
(2017: ,182),

Ressarch and development

‘The Group’s Innovation unit continues to develop & number of new laser-besed photonics solitions akmed
at addressing significant globel issues in the fialds of physical, biclogical and chamical sciences. Particular
progress was made in the year in relation to biophotonics products, particulary the Group's Aurora system,
with the potential to help scientists in the fleids of newology, oncology and regenerative medicine. The
directors bafieve that quantum technalogles will continue 10 be a key field for the Group’s ressarch and
development in the future and our Innovation unit continues fo collaborate extensively with the UK
government's national network for Quantum Hubs.

The prograss made in development of certain innovation programs was such that the directors consider it
appropriaty to capitalise £911,943 (2017: £1,857,241) of related expenditure as an intangible asset with
amortisation In the year of £243,572 (2017: £133,472).

Principal risks and uncertainties

The Group's principe! financial assets are cash balances, trade and other debtors. The Group's credit risk
is primarily attributable to its trade debtors. The directors are of the opinion that the Group has no
concentration of cradit rigk, with exposure spread over a large number of customers, many of whom are
long established resserch institutions or govemment bodies.

The directors retain overall responsibliity for the Group's system of internal financial control, which is
designed 1o give reasonable assurance against material financiel misstatement or loss. Financial controls
have been established which the directors befieve enable them to meet their responsibility for the integrity

and accuracy of the Group's accounting records.

The directors consider -that the current global economic conditions create uncertainty particutarly over
mavements in exchange rates between GBP (the Group's reporting currency) and the principal currencies
in which the Group trades giobally, and the impact that could have on financial and trading performance.

Financial instruments
The Group holds or issues financial instruments in order to achieve three main objectives, being:
to finance Its operations

{o manage its exposure 10 interest and currency risks arising from its operations and from its sources of
finance; and

o for trading purposes.

In addition, varicus financial iInstuments (a.g. trade debtors and trade creditors) arise direcity from the
Group's operations.

Transactions in financial instruments result in the Group assuming or transferring to another party one or
more of the financial risks described below.

interest rato risk
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The Group has a mix of borrowings, some with fixed rate and others subject to the prevailing floating market
interest rates, aliowing a cettain degree of mitigation to this risk. The board regularly reviews intersst rates
throughout the year.

Credit risk

The Group monitors credit risk closely and considers that its current policies of credit checks meet its
objectives of managing exposure to credit risk. ANl customers who wish to trade on credit terms are subject
to credit verification procaduras. Trade debtors are reviewsd on a regular basis and provision is made for
doubtfil dabts whan necessary, although this is a relatively rare occurrenca.

Liguidity risk
The Group manages its cash and borrowing requirements in order 10 minimise interest expensa, whilst
ensuring the Group hae sufficient liquid resources to mest the operating needs of the business.

Currency riek

The Group is exposed in its trading operations to the risk of changes in foreign currency exchange rates.
The main currencies in which the Group operates are GBP, Euro and the US dollar. The Group considers
that Is has a natural hedge in that many of its key suppliers invoice in the same curency as its main
customers. However, this is reviewed on a regular basis and the use of forsign currency hedging would be
considerad if the directors concluded that foreign currency fluctuations could have a material impact.
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Future developmeonts
The directors expect the trading conditions for the Group to remain similar to the financlal year ended 28

Fubruary 2018. The end markets for the Group's products, particularly in the field of quantum technology.
continue to be well funded by many national governments and the directors expect there to be scope for

further growth in the business. While funding for innovation is largsly dependent on the spending priorities
of the UK government and EU, the direclors expect the current levels of funding to continue and would
expect the Group would continus to be successful in securing such funding. There it uncertainty over the
future of EU funding following the Brexdt vote in June 2016 and on-going Asticle 50 negotiations but as the
UK govemment has stated that It aims to replace any loss of EU funding for scientific projects, the directors
are optimistic that this will not have a significant impact on future results.

Companies House granted the Company a filing extension and therefora the Company complied with its
fiing requirements. Approved by the board on 17 December 2018 and signed on behalf of the board by:

AR VN

Dr Graeme Malcolm
Director
17 December 2018

Registered office

Venture Building

1 Keivin Campus

West of Scotiand Science Park
Maryhill Read

Glasgow

G20 0SP




M-Squared Lasers Limited
Directors’ report

The directors prasent their annual report on the affairs of the Group, together with the financial statements
and suditor's report, for the vear ended 28 February 2018. No dividend is proposed.

Future developments, financial risk management, events after the balance shest date and research
and deveiopment

Details of ressarch and davelopment in the year and future developments and financial risk management
policies can be found in the Strategic Report on pages 1 to 4 and form part of this report by cross-reference.

Exietence of branches outside the UK

The Company has no branches, as defined in section 1046(3) of the Companies Act 2008, outside the UK
other than its subsidiaries listed in note 13.

Poet balance sheet events

On 26 November 2018 the Group completed the renewal of its bank facilities, comprising a revolving loan
and overdraft facility. Contemporanecus with this renewal, M-Squared Laser Limited transfarved certain
assets to its wholly owned subsidiary, M Squared Life Limited, and M Squared Life Limited issued Loan
Notes of £872,000 with principal repayable after a term of 5 years.

Going concem

The Group is fundad by its shareholders, bank term loans, loan notes, working capital faciity and cash flow
arising from its trading activities, As discussad above, the directors are pleased with the level of commercial
adoption for certain of its tachnolagy propositions and have a reasonable axpectation of continuing workdflow.

in order to assess the appropristeness of adopting the going concem basis, the directors have reviewed the
detailed forecasts of the Group and related potential scenarios. These forecasts show continued growth In
boih revenue and proftebility across the Group and a positive cash flow, with the ability to meet financing
requirements as they fall due for repayment. Considaration was also given to the post balance sheet event
noted above.

Taking these factors inta account and after making enquiries, the directors have a reasonable expectation
that the Company and the Group have adequate rescurces to continue in operational axistance for the
foresaeable future. Thus the directors continua to adopt the going concem basis in praparing the annual
financial statements.

Further details regarding the adoption of the going concemn basis can be found in the Significant accounting
policies (Note 1) in the financial statements.

Directors
The directars, who served throughout the year and to the date of this report, were as follows:

Dr Gareth Maker

Dr Grasma Malcolm

Mr Angus Morrison

Dr John Nicholis

Mr Patrick Graham

Mr Stuart Malcoim (appointed March 2018)
Mr Andrew Roberts (sppointed March 2018)

Directors indemnities

meuphumdequaliMmWrdpaﬂyhdammtypmisionsformebeneﬁtofltsdiremmulm
made during the year and remain In force at the date of this report.
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Directors’ report (continued)

Auditor
Each of the persons who s a director at the date of approval of this report confirms that:

« 80 far as the director is aware, there is no relevant audit information of which the Group's auditor is
unaware; and

o the director has taken all the steps that he/she ought to have taken as a director in order to make
themseives aware of any relevant audit information and to establish that the Group's auditor is aware of
that information.

This confirmation is given and should be interpreted in accordance with the provisions of s418 of the
Compenies Act 2008.

Deloitte LLP have indicated their wiiingness to be reappointad for another term and a resolution regarding
their reappointment will be proposed at the forthcoming Annual General Meeting.

Approved by the Board and signed on its behalf by:

Dr Graame Msicolm
Director
17 Decamber 2018

Registered office

Venture Building

1 Kelvis Campus

West of Scotland Science Park
Maryhill Road

Glasgow

G20 08P




M-Squared Lasers Limited

Directors’ responsibilities statement

The directors are responsible for praparing the Annual Report and the financial statements in accordance
with applicable law and regulations.

Company law requires the directors to prepare financial statements for each financial year. Under that law
the directors have slectad to prepare the financial statements in accordance with United Kingdom Genasrally
Accepisd Accounting Practice (United Kingdom Accounting Standards and applicable law), including FRS
102 “The Financial Reporting Standard applicable in the UK and Republic of ireland”. Under company iaw
the directors must not approve the financial statements uniess they are satisfled 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 pariod.

In preparing thesa financial statements, the directors are required to:
+ sslact sultable accounting policies and then apply them consistently;
+» make judgments and accounting estimates that are reasonable and prudent;

+ state whether applicable UK Accounting Standards have been followed, subject to any material
depariures disclosad and explained in the financial statements; and

« propare the financial stataments on the going concemn basis uniess it is inappropriate o presume
that the Company will continue in business.

The directors are responsible for keeping adequate accounting records that are sufficient to show and
expiain the Company’s transactions and disclose with reasonable accuracy at any time the financial position
of the company and enabile them to ansure that the financial statements comply with the Companies Act
2006, They are aiso rasponsible for safeguarding the assets of the Company and hence for taking
reasonable steps for the prevention and detection of fraud and other Iregularities.
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Independent auditor’s report to the members of M-Squared Lasers

Limited
Report on the audit of the financial statements

Opinion

InwopwonﬂnmndnlMmenudM-SquudeaurIUmlhd(lhe'pmcmpannandlh
subsidiaries (the ‘group’):

» give a true and fair view of the state of the group's and of the parent company’s affairs as at 28"
February 2018 and of the group’s profit for the year then ended;

« have besn properly prepared in accordance with United Kingdom Generally Accepted Accounting
Practice, including Financial Reporting Standard 102 *The Financial Reporting Standard applicable
in the UK and Republic of Ireland™; and

« have been prepared In accordance with the requirements of the Companies Act 2008.

Wo have audited the financial statements which comprise:
» the consolidated profit and loss account;
+ the consolidated statement of comprehensive income;
« the consolidated and parent compeny balance sheets;
+ the consolidated and parent company statements of changes in equity;
« the consofidated cash flow statemant;
« tha significant accounting policies; and
« the related notes 1 10 22.

The financial reporting framework that has been applied in their preparation is applicable law and United
Kingdom Accounting Standards, including Financial Reporting Standard 102 “The Financlal Reporting

Shndart)lappllcablelnmeUKm Republic of lretand” (United Kingdom Generally Accepted Accounting

Basis for opinion

We conducted our audit in accordance with international Standards on Auditing (UK) {ISAs {UK)) and
appiicable law, Our responsibiliies under those standards are further described in the auditors
responsibilities for the audit of the financial statements section of our report.

We are independent of the group and the parent company in accordance with the ethical requirements that
are relevant to our audit of the financial statements in the UK, including the Financial Reporting Councit's
{the ‘FRC'a") Ethical Standard, and we have fulilled our other ethical responsibiiities in accordance with
these requiremants. We balieve that the audit evidence we have obtained is sufficient and appropriate to
provide a basis for our opinion.
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Independent auditor’s report to tl;efmembers of M-Squared Lasers
Limited {continued) '

Conclusions relating to going concern
We ara required by ISAs {UK) to report in respect pf tha following matters where:

+ the directors’ use of ihee going cnneetn basls of accounting in preparation of the financial
shtsmanhlsnotappl'ﬂpdata or

. munmmmmmmdhmwmmanyﬁmmnmhddumm
anyustslgmﬁmt&wabo msorihnparertcnmpwsahlltytoconﬁueb
adopt the going concam basls of a ing for a period of at least twelve months from the date
when the financial statements are authorlseq for issue.

Wae have nothing to report in respect of these mattars.

Other information

medmm“ammpmsmlebrmminmafgmmwmmmcmnpﬁmuannﬁm
included in the annual report, cther than the financial statements and our auditor's report thereon. Our
oplmonmmeﬂnaneialsmemenhdmmlmverwmnnfomnﬁonand axcapt to the extent otherwise
axpliclﬂystatedhnwreportwedonutemuaalpybmofasmmomdmlonmmn

In connection with our audit of the financial statoments ouwr responsibility is to read the other information
and, in doing so, consider whether the other Information is materially inconsistent with the financial
Mnenhorowkrwwgeobhmamﬂ\em or otherwise appears io be materially misatatad. if we
identify such materisl inconsistancles or appa nterial misstatements, we are required to determine
whather there is a matsrial misstatement in the financial statements or a material misstatement of the other
Womnhnn.lfbandonmewom\wehmparfonmd we conclude that there is a material misstatement of
this other information, we are required to naportlha!fnd.

wghavenothmgaoreponlnmspactofmmmam

Responsibilities of directors

As expiained more fully in the directors’ responsibilities statement, the directors are responsible for the
of the financial statements and for being satisfled that they give a true and fair view, and for

MMMMM»MWM I8 necessary o enable the praparation of financial

mmumﬁ-«fwmm«lﬂnﬁmumem.whmgrduemﬁwdcrm

In preparing the financial statoments; the directors are,mponsible for assessing the group's and the parent
company's ability to continue as a going concarn, d!sclosmg. as applicable, matters related to going concem
and using the going concemn basis of accounting: uhless the dirsctors either intend to liquidate the group o
the parent companyortpcaasaoperaﬁons. orhave np realistic altemative but to do so.

Auditor’s responsibilities for the audit of the I'annehl statemants

Ourobpcﬂmammobhlnmammbleasmnuabouthmeﬁnandalmmasavmoleare
free from material misstatemant, whether due to or esror, and to issue an auditor's report that includes
our opinion. Reasonabls assurance is @ high %mw but is not a guarantee that an audit
conducted in accordance with ISAs (UK) wilt datect @ material misstaternent when it exists.
Misstatements can arisa from fraud or error and ars considered material if, individually or in the aggregate,
they could remmblybeexpededtomﬂummqeopnomwdwsions ofumlahanonthaballsoﬂheae
financial stataments.

A further description of our responasibilities for the ludit of the financial statements is located on the FRC's
website at: wmmmnmam description forms part of our auditor's report.
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Independent auditor’s report to the members of M-Squared Lasers
Limited (continued)

Report on other legal and regulatory reguirements
Opinions on other matters prescribed by the Companies Act 2006
In our opinion, based on the work undartzken in the course of the audit:

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

= the strategic report and the directors’ report have been prepared in accordance with applicable legal
requirements,

In the light of the knowledge and understanding of the group and of the parent company and their
environment obtained in the course of the audit, we have not identified any material misstatements in the
strategic report or the directors’ report.

Matters on which we are required to report by exception
Under the Companies Act 2006 we are required to report in respect of the following matters if, in our gpinion:

+ adequate accounting records have not been kept by the parent company, or retums adequate for
our audit have not been received from branches not visited by us; or

s the parent company financial statements are not in agreement with the accounting records and
returns; or

« certain disclosures of directors’ remuneration specified by law are not made; or
+ we have not received all the information and explanations we require for our audit.
We have nothing to report in respect of these matiers.

Use of our report

This report is made solely to the company’s members, as a body, in accordance with Chapter 3 of Part 16

of the Companies Act 2008. Our audit work has been undertaken so that we might state to the company’s

members those matters we are required to state to them in an auditor’s report and for no other purpose. To

the fullest extent permitted by law, we do not accept or assume responsibility to anyone other than the

ggmpfany Zr:’d the company's members as a body, for our audit work, for this report, or for the opinions we
ve formed.

David Crawford (Senior Statutory Auditor)
for and on behalf of Deloitte LLP
Statutory Auditor

Glasgow, United Kingdom

17 December 2018

10




M-Squared Lasers Limited

Consolidated profit and loss account
For the year ended 28 February 2018

Nots
Tumover 3
Cost of sales
Gross profit
Administrative expenses
Other operating ncome
Oparating profit
Finance costs (nef) 4
Profit on ordinary activities before taxation 5
Tax on profit on ordinary activities 8
Profit for the financial year 9

All results arise from continuing activities.

Total Total
2018 2017

£ £
13,364,864 13,294,820
(6,545,760) (8,215,543)
6,808,914 7.079,277
(7.851,568) (6,833,004)
2,168,038 1,817,526
1,425,382 2,063,789
(708.484) (680,365)
416,898 1373434
249,308 327,359
686,208 1,700,703

1



M-Squared Lasers Limited

Consolidated statement of comprehensive income
For the year ended 28 February 2018

Note 201: 201:
Profit for the financial year 9 686,208 1,700,793
Other comprehensive income
Exchange diffsrances on ratransiation of subsidiary
undertakings 7,840 {B0,488)
Total comprehensive income for the year
8 674,055 1,640,325

All resuits arise from continuing activities.

12




M-Squared Lasers Limited

Consolidated balance sheet
At 28 February 2018

Fixed assets
Intangible assets
Tangible assets

Current assets

Debtors due within one year
Cash at bank and in hand

Creditors: Amounis falling due within ons year
Net current Habllities
Total assets less current liabilities

Creditors: Amounts falling due after more than one
yeor

Capital and reserves
Callad-up share capital
Shans premium account
Capital rademption reserve
Transiation reserve

Proftt and loss account

Total squity shareholders' deficit

The financial statements of M-Squarad Lasers Limited (registerad

Note

1
12

14
15

16

17

18
18
18
18
18

2018 2017
£ £
4,265,437 3,406,680
228,526 289,014
4,493,963 3,700,604
2,829,288 2,650,040
5,123,500 3,588,810
294,101 403,182
8,246,887 8,630,832
(8.908,914)  (8,456,628)
(060,027)  (1,816,784)
3,833,936 1,862,810
{6,141,773) (4,872,200)
(2,307.837)  (2,979,390)
48,431 48,564
364,538 365,480
1] 127
{138,350) {144,199)
(2,582,466) (3,248,662)
2,307,837) [2.679,380)
number SC243330) were approved by

the board of directors and authorised for issue on 17 December 2018. They were signed on Its behalf by:

A/

Dr Graeme Maicolm
Director

13



M-Squared Lasers Limited

Company balance sheet
At 28 February 2018

Fixed assets
intengible assots
Tangible assets
investments

Cuirant assets

Stocks
Deblors due within ons year
Cash st bank and in hand

Creditors: Amounts falling due within one year
Net curvent liabilities
Total assets less current liabikities

Creditors: Amounts falling due after more than ons
Year

Net liabllities

1
12
13

14
15

16

17

18
18
18
18

2018 2017

£ £
4,168,151 3,275,885
228,668 298,028
1,820 1,820
4306537 3,575733
2820288 2,650,040
5356872 3,811,730
(100,243) 188,988
8085715 6,660,758
(8.208,747) (7.,821,860)
(213,032) (1,170,002)
4,183,505 2,404,841
(8,141,773} (4,672,200)
{1,958,268) (2467,569)
48,431 46,854
384,538 366,480
- 127
(2,369,237) (2,881,030)
(1,068,268 (2,487,559)

The profit for the financial year dsalt with in the financial statements of the parent Company was £511,794

{2017: £1,470,474).

‘Tha financial statements of M-Squared Lasers Limited (registared number SC243330) were approved by
the board of directors and authorised for issue on 17 December 2018, They were signed or: its behalf by:

i oA

Dr Graeme Malcolm
Director

4




M-Squared Lasers Limited

Consolidated statement of changes in equity

At 28 February 2018

At 28 February 2016
Profit for the financial year
Exchange differances on
retransiation of subsidiary
undertakings

Total comprehensive
income

Buyback of share capital
At 29 February 2017
Profit for the financial year
e differences on
ratransiation of subsidiary
undertakings
Total comprehensive profit

- Buyback of share capital
Issue of Share Capital

At 28 February 2018

Called-up Share Capital Profit and
gshars promism redempiion Transistion ioas
capital account rossrve reserve account Total
£ £ £ £ £ £
47,115 367,810 1,068 {83,731) (4,945,455) (4,617,392)
- - - - 1,700,793 1,700,783
» = (eoom) - (30.468)
- - (80,468) 1,700,793 1,640,325
(251)  (1,130) (942) - - (2,323)
48,864 366,480 127 (144,199) (3,248,662) (2,979,390)
- - - - 563.205 555.205
- - - 7.849 - 7,849
- - - 7.849 666,206 674,055
(970)  (1.942) (127) (3.039)
537 537
48,431 364,538 - {136,350)) (2,562,456) (2,307,837)

15



M-Squared Lasers Limited

Company statement of changes in equity

At 28 February 2018

At 28 February 2016
Profit for the financial year

Total comprehensive profit
Buyback of share

At 29 February 2017
Profit for the financial year
Tota! comprshensive profit
Buyback of share capital
Issue of Share Capital

At 28 February 2018

Called-up  Share Capkal Profit and

share premium redemption loss
capital account ressrve account Total
£ £ £ £ £
47,115 367,610 1,089 (4,351,504) (3,935,710}

. - - 1470474 1470474

- - - 1470474 1474474
(251) (1,130 (842) - (2,323)

46,864 386,480 127 (2,881,030) {2,467,559)
- - - 511,794  §11,794

- - - 511,794 511,794
970)  (1,942) (120 - (3041)
537 - - " 537

46,431 364,538 - (2,389,237) (1,958,268)

16




M-Squared Lasers Limited

Consolidated cash flow statement
For the year ended 28 February 2018

Note
Net cash flows from operating activities 19

Cash flows from investing activities
Purchase of equipment

Purchases of patents and trademarks
Capitalised development costs

Net cash flows from investing activities
Cash flows from financing activities
Proceeds from borrowings

Repayments of borrowings

Buyback of shares

Net cash flows from financing activities

Net (dacrease) in cash and cash equivalents
Cash and cash equivalents at beginning of year
Effect of foreign exchange rate changes

Cash and cash equivalents at end of year
Reconciliation to cash at bank and in hand:
Cash at bank and in hand

Cash equivalents

Cash and cash equivalents

2018 2017

£ £
1,381,020 1,048,039
(75.227) (100,616)
(439,482) (395,258)
(911,943)  (1,657.241)
(1,426,652)  (2,153,115)
- 1,058,176

(60,944) {132,645)
(2.503) (2,323)
{63,447) 921,208
(109,080) (183,868)
403,182 585,394

- 1,656

294,102 403,182
204,102 403,182
204,102 403,182

17



M-Squared Lasers Limited

Notes to the financial statements
For the year ended 28 February 2018

1. Significant accounting policies

The principal accounting policies are summarised below. They have all been applied consistently throughout
the year and to the preceding year.

a. General information and basis of accounting

M-Squared Lasers Limited is a company incorporated in Scotland under the Companies Act. The address
of the registered office is given on page 4. The nature of the Group's operations and its principal activities
are set out in the strategic report on pages 1 to 4.

The financial statements have been prepared under the historical cost convention and in accordance with
Financial Reporting Standard 102 (FRS 102} issued by the Financial Reporting Council.

The functional currency of M-Squared Lasers Limited is considered to be pounds sterling because that is the
currency of the primary economic environment in which the Company operates. The consolidated financial
statements are aiso presented in pounds sterling, Foreign operations are included in accordance with the
policies set out below.

M-Squared Lasers Limited meets the definition of a qualifying entity under FRS 102 and has therefore taken
advantage of the disclosure exemptions available to it in respect of its separate financial statements, which
are presented alongside the consolidated financial statements. Exemptions have been taken in relation to
share-based payments, financial instruments, presentation of a cash flow statement, intra-group transactions
and remuneration of key management personnel.

For the year ending 28 February 2018 the following subsidiaries of the Company were entitied to exemption
from audit under Section 479A of the Companies Act 2006 relating to subsidiary companies.

Subsidiary Name Companies House Registration Number
Solus Technologies Limited  SC303447
M Squared Oil And Gas Limited SC396380

b. Basis of consolidation

The Group financial statements consolidate the financial statements of the M-Squared Lasers Limited (the
Company) and its subsidiary undertakings drawn up to 28 February each year. The results of subsidiaries
acquired or sold are consolidated for the periods from or to the date on which control passed.

Business combinations are accounted for under the purchase method. Where necessary, adjustments are
made fo the financial statements of subsidiaries to bring the accounting policies used into line with those
used by the Group.

¢. Going concern

The Group's business activities, fogether with the factors likely to affect its future development, performance
and position are set out in the strategic report. The strategic report also describes the financial position of
the Group; its cash flows, liquidity position and borrowing facilities; the Group's objectives, policies and
processes for managing its capital; its financial risk management objectives; details of its financial
instruments and hedging activities; and its exposure to credit risk and liquidity risk,

The Group meets its day io day working capitai requirements through a revolving credit facility. The current
economic conditions create uncertainty particularly over (a) the level of demand for the Group's products;
{b) the exchange rate between sterling and US dollar and thus the consequence for the cast of the Group's
raw materials; and {c) the avadability of bank finance in the foreseeable future.
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M-Squared Lasers Limited

Notes to the financial statements
For the year ended 28 February 2018

1.  Significant accounting policles (continued)
¢. Going concern (continuead)

The Group's forecasts and projections, taking account of reasonably possible changes in trading
performance, show that the Group should be able to operate within the level of its current facility.

The directors have a reasonable expactation that the Company and the Group have adequate resources to
continue in oparational existence for the foreseeable future. The directors continue fo adopt the going
concem basis of aceounting in preparing the annual financial statements.

d. Intangible asssts — research and development

Research expenditure is writtan off as incurred. Development expenditure is also written off, except where
the directors are satisfied as to the technical, commercial and financial viabiiity of individual projects. In such
cases, the identifiable expenditure is capitailsed as an intangible asset and amoriised over the period during
which the Group is expected to benefit. This period is over 7 years. Provision s made for any impairment.

e. intangible assots ~ patants and trademarks

Separately acquired patents and trademarks are included at cost and amortised in equal annual instalments
over a period of 5 ysars and 25 years respectively which is their estimated useful economic lfe. Provision
is made for any impairment.

f. Tangihle fixsd asasts

Tangible fixed assets are stated at cost, net of depreciation and any provision for impsirment. Depreciation
is providad on all tangible fixed assets at rates calcuiated to write off the cost, less estimated residual value,
of each asset on a straight-line basis over its expected useful life, as follows:

Office & laboratory equipment 26% per annum
Computer aquipment 25% per annum
Leasshold property Over period of lease {up to 6 years)

Residual value represents the estimated amount which would currently be obtained from disposal of an
assst, afier daducting estimatad costs of disposal, if the asset were aiready of the age and in the condition
axpected at the end of its usefud life.

@. Stocks

Stocks are stated at the lowsr of cost and estimated selling price lass costs to sel, which is equivalent fo the
net realisable value. Cost includes materials, direct labour and an attributable proportion of manufacturing
overhaads based on normal levels of activity. Cost is calculated using the FIFO (first-in, first-out) method.
Provision is mada for cbsotete, siow-moving or defactive tiems where appropriate,
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M-Squared Lasors Limited

Notes to the financial statements (continued)
For the year ended 28 February 2018

1.  Significant accounting policies (continued)
h. Taxation

Curment tax, including UK corporation tax and foreipn tax, is provided at amounts expected to be paid {or
recovered) using the tax rates and laws that have been snacted or substantively enacted by the balance
shuet date.

Deferred tax is recognised in respact of all timing differences that have originated but not reversed at the
balance sheet date where transactions or events that result in an obligation o pay more tax in the future or
a right to pay less tax in the future have occured at the balance sheet date. Timing differences are
differences between the Group's taxable profits and its results as stated in the financial ststements that arise
from the inclusion of gains and losses In tax assessments in periods different from those in which they are
recognised In the financial statemants.

Unrelieved tax iosses and other defermed tax assels are recogrised only to the extant that, on the basis of
all avaligble evidencs, it can be regarded as more likely than not that thers will be suitable taxable profits
from which the future reversal of the underlying timing differences can be deducted.

Defesred tax is measured using the tax rates and laws that have been enacted or substantively enactad by
the balance shest dale that are expectad to apply to the reversal of the timing difference

Where itomns recognised in other compreheneive income or equity are chargeable to or deductible for tax
purpcses, the resulting current or deferred tax expense cr income Is presented in the same component of
comprehensive income or equlty as the transaction or othver event that resulted in the tax axpenss of Income.

Current tax assets and llabliities are offset only when thers is a lagaily enforceable right to set off the amounts
and the Group intends either 1o settie on a net basis or to realise the asset and settie the [iabllity

Defaired tax assets and Nabilies are offset only if: a) tha Group has a legaily enforceable right to set off
currant tax assets against cumrent tax Fabilities; and b) the deferred tax assets and deferred tai Kabilities
relsle 10 income taxes levied by the same taxation authority on either the same taxable eniity or different
taxable entities which intand either to settle current tax Rabilities and assets on a net basis, or to realise the
assets and settie the fiabiiities simuitanecusly, in each future period in which significant amounts of deferred
tax Uablities or assels are expected to be settled or recovered.

i. Tumover

Turnover is stated net of VAT and irade discounts and is recognised when the significant risks and rewards
are considerad to have besn transferred to the buyer. Tumover fom the supply of goods will generally be
recognised when the goods are delivered to the customer. Where the unit is complete, the customer has
been notified and has requestsd a delay to shipment, tumover will be recognised as deemad detivery.
Turnover from the supply of services (which includes non-recurring engineering and development projects)
represents the value of services provided under conracts to the extent that thare is a right to consideration
and is recorded at the fair vaiue of the consideration received or receivable. Where a contract has only been
partially completed at the batance shoet date tumover represents the fair value of the service provided to
date based on the stage of completion of the contract activily at the balance sheet dats. Where payments
are received fram customars in advance of services provided, the amounts are recorded as deferred income
and included as part of creditors due within one year.

|- Employee benefits

For defined contribution achemes the amount charged to the profit and loss account in respect of pension

costs and other retirement benefits is the coniibutions payable in the year. Differences betwesn

;wmbuﬁummbhhmeyesmdmmmammwpmmm“dmarmbww
the balance sheet.




M-Squared Lasers Limited

Notes to the financial statements (continued)
For the year ended 28 February 2018

1. WM&MM(MM

k. Foreign currency

Transactions in foreign currencies are recorded at the rate of axchange at the date of the transaction.
Monetary assats and Babilities denominated in foreign cumencies at the balance sheet dato are reported at
the rates of exchange prevailing at that date.

The results of overseas operations are transiated at the average rates of exchange during the period and
their balance shaets at the rates ruling at the balance sheetdate, Exchange differences arising on transiation
dunwimmamumdmuhdovmsopeuﬁonsmnpmdhomrmmmlnm
and accumulated in equity.

). Leases
The Group as lessee

Rentals undar operating lesses are charged on a sirsight-line basis over the lease term, even if tha payments
are not made on such a basis. Banefits received and receivable as an incentive to sign an oparating lease
are similarly sproad on a straight-line basis over the lease term.

The Group as lessor

Rental income from operating ieases is recognised on a siraight-line basis over the tarm of the reigvant
lease. Initial direct costs incurred in nagotisting and aranging an operating lease are added to the camying
amount of the leased asset and recognised on a straight-lina basis over the leass term.

m, Grants

Grants are recognised based on the accrual model and are measured at the fair valus of the asset received
or recaivable. Grants are classified as relating either to revenue or to assets. Grants relating to revenue are
recognised in income over the period In which the related costs are recognised. Grants ralating to assets are
recognisad over the expected usaful life of the assel. Where part of a grand relating to an asset is defarred,
it s recognisad as deforrad income

n. Fixed assst investmants
Fixed asssts inveatments of the Company are shown at cost lass provision for impairment.
0. Share-based payment

The Company issues equity-settied share options to certain employees within the Group. Equity-sattied
share-based payment transactions are measured at fair value (exciuding the effect of non market-based
vesting conditions) at the date of grant. The fair value determined at the grant date oftheequﬂy-cmd
share-based isexpemedonamm-unebalsawmmmqpahd on the Group's
estimate of shares that will sventually vest and adjusted for the effect of non market-based vesting
conditions.

p. Financial instruments

Financial assets and financisl liablities are recognised when the Company becomes a party to the
contractual provisions of the instrument.

Financial assets and labilities

All financial assets and Jabikies ars initially measured at transaction price (including transaction costs),
excapt for those financial agsets classiflad as at fair value through profit or loss, which are initially
measured at fair value (which is normally the transaction price axciuding transaction costs).

Financial assets and liabilities are only offset in the stalsment of financial position when, and only when
there exists a legally enforceable right to set off the recognised amounts and the Company Intends either
1o settie on a net basis, or to realise the asset and settle the liability simultanecusly.
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M-Squared Lasers Limited

Notes to the financlal statements (continued)
For the year ended 28 February 2018

2.  Critical accournting judgements and key sources of astimation uncertainty

In the application of the Group’s accounting policies, which are described in note 1, the directors are required
to make judgements, estimates and assumptions about the canmying amounts of assets and liabiiities that
ara not readily apparent from other sources. The estimates and assoclated assumptions ars basad on
historical experience and other factors that are considered to be relevant. Actual results may differ from
these estimates.

The estimates and underlying assumptions are reviewad on an ongeing basis. Revisions to accounting
estimates are recognised in the period in which the estimate is revised if the revision affects only that period,
or in the period of the revision and future periods if the revision affects both current and future periods.

Critical judgements in applying the Group's accounting policies
The following are the critical judgements, apart from those involving estimations (which are dealt with

separaiely below), that the direciors have made in the process of applying the Group's accounting policies
and that have the most significant effect on the amounts recognised in the financial statemants.

Capitalisation of development expenditure

During the yesr £911,843 of development expsnditure was capitalised. The direciors had to assess the
technical, commaercial and financial viability of individual projects. The directors prepared market research
reports and technicat feasibility project proposals in order to salisfy themseives that these projects had
reached the required development stage and requirements for capitalisation.

Key source of sstimation uncertainty - impairment of intangible assets

Detarmining whether intangible assets are impaired requires an estimation of the future cash generation
relstive to carrying value of the intangible sssets. Based on current market knowledgs, tha directors consider

there was no impeirment during the year (2017; nil). The carying amount of intangible assats (excluding
development costs) at the balance sheet dats was £927,567 (2017: £740,222).

3. Tumover
An analysis of the Group’s tumcver by geographical market is set out below.

2018 2017
Tumover: £ £
UK 1,563,314 1,511,273
Rest of World 11,801,350 11,783,547

13,354,664 13,204,820

The tumover is attributable to the Group's principal activity and represents the sale of goods and related




M-Squared Lasers Limited

Notes to the financial statements (continued)
For the year ended 28 February 2018

4. Finance cosis

Intarest payable on loans and overdrafts
Other finance costs

§.  Profit on ordinary activities bafore taxation
Profit on ordinary activities bafore taxation is stated after charging/{crediting):

Deprecistion of tangible fixad assets (note 12)
Amortisation of intangible fixed aasats (note 11)
Licenca/patent costs axpensed as incurred
Grant income

Operating lease rentals
Amorlisation of intangible assets is included in administrative expenses.

2018 2017

£ £
544,108 543,082
164,376 147,273
708,484 880,385
2018 2017

£ £
148,448 159,815
495678 328,212
680,359 596,938

486,084

(2,168,038) (1,817,628)

383,050

Grant ncome represants amounts received in respect of various grants intended to support research and

development.
The analysis of the auditor's ramuneration is as follows:

Total audit fees payable to the Group's auditor and s
assoclates for the audit of the Group’s annual accounts

Audit-related assurance sarvices
Taxation compliance services
Other taxation advisory services
Total non-audit fees

2018 017
£ £
36,500 31,000
15,824 2,000
20,000 70,332
4,600 3.850
40,224 76,282

Fees payable to Deloitte LLP and its associates for non-audit services to the Company ara not raquired to
be disclosed because the consolidated financial statements are required to disclose such fees on a

consolidated basis.
No services were provided pursuant to contingent fee arrangemants.
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M-Squared Lasers Limited

Notes to the financial statements (continued)
For the year ended 28 February 2018

6. Staff numbers and costs

The average monthly number of employees (including executive directors) was:

Production and instafiation
Reseaarch and development

Sales and marketing
Administration

Their aggregate remuneration comprised:

Wages and salaries
Social security costs
Peansion costs

2018 2017
Number Number
25 16

34 32

18 14

8 13

85 7
2018 2017

£ £
4,319,552 3604419
801,040 441277
234118 148,984
5,054,710 4,284,880

‘Pansion costs’ Includes only those ilems included within operating costs. ems reported eisewhere have

been exciuded.
7. Directors' remunsration and transactions

Directors’ remuneration

Emoluments
Company contributions to money purchase pension schemes

The number of directors who:
Are members of a money purchase pansion scheme

Remuneration of the highest paid director:
Emoluments
Company contributions to money purchase schemes

2018 2017

£ £
785244 838,845
58,990 56,168
844,234 893,014
Number Number
4 4

2018 2017

£ £
243,318 270,794
20,300 20,300
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M-Squared Lasers Limited

Notes to the financial statements (continued)
For the year ended 28 February 2018

8.  Tax on profit oh ordinary activities
The tax (credit) comprises:

Current tax on profit on ordinary activities
UK corporation tax credit
Foreign tax charge

Adjustments in respact of prior years
UK corporation tax

Total current tax ¢redit on profit on ordinary
activities

Total curmeni and deferred tax relating to itams of other comprehensive income

2018
£

2017
£

(251.775)  (338,248)

2487 8,887
(249,308) (327.359)
(249,308) (327,359)
(249,308)  (327,359)

The differences batween the total tax charge shown above and the amount calculated by applying the

standard rats of UK corporation tax to the profit before tax is as follows:

Group profit on ordinary activities bsfore tax

Tax on Group profit on ordinary activities at standard
UK corporation tax rate of 19.08% (2017: 20%)

Effects of:
not deductible for tex purposes

Income not taxable in determining taxable profit
Surrender of tax losses
R&D tax credit receivable
Effects of other tax rates/credits
(Utilisation) of foreign tax losses
Difference between local rate and UK tax rate
RDEC Recsivable

Group total tax credit for period

2018 2017

£ £
416,898 1,373,434
70556 274,687
(728) 18217
30,039 {112
450,846 521,570
(512,038) (756,467)
(275,767)  (336,248)
(22,818) (67,385)
2,467 8,887
{964) -
(249,308) (327,359)
: 20%). The

The standard rate of tax applied to reported profit on ordinary activities is 19.08% (2017
applicable tax rate has changed following the substantive enactment of the Finance Act 2018.

A polential deforred tax asset totalling £434,332 (2017: £508,412) arising from taxable losses carried
forward has not been recognised. There is no expiry date on timing differences, unused tax losses or tax

credits.
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M-Squared Lasers Limited

Notes to the financial statements (continued)
For the year ended 28 February 2018

9. Profit attributable to the Company

The prof for the financial yesr deak with in tha financial statements of the parent Company was £511,754
(2017: £1,470,474). As permitied by Section 408 of the Companles Act 2006, no separate profit and loss
account or statement of comprehansive income is presented in respect of the parent Company.

10. Share-based payments
Equity-settied share option schemes
The Group has a share option scheme for some of its employees.

Options are exercisable at a price equal ko the estimated fair value as agreed with HMRC of the
Company’s shares on the date of grant. The oplions are axarcisable on an exit only and, whers applicable,
on achievemeant of cartain parformancs criteria. The maodmum vesting period is ten years, after which the
options expire, Options are forfeited If the employes leaves the Group before the options vest.

Detalls of the share opiions outstanding during the year are as follows:
2018 2017

Weighted Weighted
Number average Number aversge
ofshare exercise ofshare exercise
options price (€) options price (E)

Outstanding at beginning 209,002 001 188,174 0.01
Granted during the period . 001 78701 0.01
Forfeited during the period (127,018) 001 (55.783) 0.01
Outstanding at the end of the period 81,174 001 209,082 0.01
Exercisabie at the end of the perod . 63,701

l‘s:sero:p r:eogniudhhlexpenmofmil related to equity-settied share-based payment transactions in
and 2017,

25




M-Squared Lasers Limited

Notes to the financial statements (continued)
For the year ended 28 February 2018

11. Intangible fixad assets

Group

Cost

At 1 March 2017
Additions

At 28 February 2018
Amortisation

At 1 March 2017
Charge for the year
Al 28 February 2018

Net book valus
At 28 February 2018

At 28 Fabruary 2017

Company

Cost

At 1 March 2017
Additions

Al 28 February 2018

Amortisation
At 1 March 2017

Charge for the year
At 28 February 2018

Net book value
At 28 February 2018

At 29 February 2017

Development
coats Trademarks Patents Total
£ £ £ £
2,810,668 85485 1225842 4,101,885
911,843 30,867 408,815 1,351,425
3722561 96,352 1,634,457 5453420
141,200 12,064 539,041 892,305
243,512 6,449 245,857 495,678
384,772 18,513 784,608 1,187,983
3,337,840 77.839 849,758 4,265,437
2,660,468 53,242 688,801 3,400,600
Development
costs Trademarks Patents Total
£ £ £ £
2,810,668 65,485 1,037,212 3,913,385
911,943 30,868 408,814 1,381,425
3.722.611 96,353 1,445,826 5,264,780
141,200 12,084 484,218 637,480
243,672 8,449 209,138 459,159
384,772 18,513 693,354 1,086,639
3,337,839 77,840 752,472 4,168,151
2,669,468 53,421 552,996 3,275,885

t costs have been capitalised in accordance with the reguirements of FRS 102 and are
therefore not treated, for dividend purposas, as a reglised loss.
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M-Squared Lasers Limited

Notes to the financial statements (continued)

For the year ended 28 February 2018

42. Tangible fixed assets

Office &
Leasshold laborstory Computer

property squipment  equipment Total
Group £ £ £ £
Cost
At 1 March 2017 24,721 768,545 191,368 984,654
Additions - 47,120 28,577 765,897
Disposals (485) - (465}
Exchange adjustment . - 79 (250} (171}
At 28 February 2018 24,721 815278 219,715 1,069,716
Dapreciation .
At 1 March 2017 21,009 532,294 131,437 684,740
Charge for the year 3,713 111,402 31,604 148,619
Exchange adjustment - 28 {199) (170)
At 28 February 2018 24722 843,725 162,742 831,188
Net book vailue
Al 28 Februsry 2018 - 171,683 56,973 228,526
At 29 February 2017 a7 238,251 59,851 289,914
Leased assets included above are £nil (2017: £nil).

Office &
Leasshold laboratory Computer

property equipment  equipment Total
Company £ £ £ £
Cost
At 1 March 2017 24,721 768,380 188,857 979,938
Additions - 47,120 27,524 74,644
Disposais (485) {465)
At 28 February 2018 24721 813,015 216,381 1,054,117
Depreciation
At 1 March 2017 21,008 531,483 129,408 681,910
Charge for the year 3,713 110,838 31,09 145,640
Al 28 Fabruary 2018 24,722 642,329 160,489 827,650
Net book value
At 28 Fabruary 2018 - 170,688 55,881 226,566
At 29 February 2017 32 234,887 59,449 208,028

Leased assels included above are £nil.




M-Squared Lasers Limited

Notes to the financial statements (continued)
For the year ended 28 February 2018

13. Fixed asset investments

Group Company
2018 2017 2018 2017
£ £ £ £
Subsidiary undertakings - - 1,820 1,820
Principal investments
The parent Company has investments in the following subsidiary undertakings.
Subsidiary undertakings Registered office . R
Address Principal activity %
160 Gsr:izlt;g?g) rive, Sale of laser based photonic
M Squared Lasers Inc + D solutions and associated 100
over services
DE, 19904
Venture Building
1 Kelvin Campus
. - . Development of laser based
Solus Technologies Limited + Maryhill Road . . 100
Glasgow photonic solutions
United Kingdom
Venture Building
. . 1 Kelvin Campus
T Squared Qii And Gas Limited Maryhill Road Dormant 100
Gilasgow
United Kingdom
Alﬂemﬁi :':g20099 Researlch of laser based 100
M Squared Lasers UG + Germany photonic solutions
Venture Building
1 Kelvin Campus
M Squared Life Limited . Maryhill Road Dormant 100

Glasgow
United Kingdom

+ Held directly by M-Squared Lasers Limited
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M-Squared Lasers Limited

Notes to the financial statements {continued)
For the year ended 28 February 2018

14. Stocks
Group Company
2018 2017 2018 2017
£ £ £ £
Raw materials and consumables 1,214,217 997,235 1,214,217 997,235
Work in progress 1,070,577 994,933 1,070,577 994,933
Finished goods and goods for resale 544,492 657,872 544,492 652,872
2820286 2650040 2,820,286 2650,040
15. Debtors
Group Company
2018 2017 2013 2017
£ £ £
Amounts falling due within one year:
Trade debtors 1,830,239 1,163,042 2,051,824 535,982
Accrued contract income 2194906 1,752,565 1,747,071 1,065,064
Amounts owed by Group undertakings - - 456675 1,420,092
Other debtors 242,790 103,549 242,790 237,644
Prepayments and accrued income 209,679 205,316 199,959 190,814
Corporation tax debtor 645,886 362,134 648,353 362,134

5,123,500 3,586,610 65,356,672 3,811,730

The Amounts owed by Group undertakings are repayable on demand and no interest is charged.

16. Creditors — amounts falling due within one year

Group Company

2018 2017 2018 2017

£ £ £ £

Revolving credit facility 1,800,000 1,900,000 1,900,000 1,900,000
Bank loans (see note 17) 60,000 60,000 60,000 60,000
Loan notes (see note 17) - 1,382,368 - 1,382,368
Trade creditors 3,262,523 2,971,681 3,322,348 2922752
Other taxation and social security 196,712 142,560 191,174 208,641
Other creditors 334,985 694,916 254,835 689,644
Accruals and deferred income 3,092 556 1,256,321 2,510,254 609,665
Defined contribution pension scheme accrual 60,138 48,780 60,138 48,780

8,906,914 8456626 8,298,747 7,821,850

The revolving credit facility of £1,900,000 is secured against a bond and floating charge over the company's
assets and attracts interest at 7% per annum.

The Company and the Loan Note investor mutually agreed to defer repayment of £1.25 million due on 1 May
2018. This payment was rolled over and is scheduled for repayment on 1 May 2019.
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M-Squared Lasers Limited

Notes to the financial statements (continued)
For the year ended 28 February 2018

17. Creditors — amounts falling due after more than one ysar

Group Company

2018 2017 2018 2017

£ £ £ £

Bank loans 110000 170,943 110,000 170,943
Loan notas 5,717,802 4335534 5717802 4,355534
Accruals and defemed income 313,871 aB5,723 315,871 365,723

6,141,773 4,872200 6,141,773 4,872,200

The bank loans are securad by a guarantee from the Secretary of State, a bond and floating charge over the
company’s assets and a life Insurance policy held over one of the directors. The bank loans incur interest
at betwaen 3.5% and 5% above the bank's base rate. Loan notes with a nominal value of £3,750,000 and
£750,000 incur interest at 10% and 8% per annum respactively.

Borrowings are repayabie as follows: Group Company
2018 2017 2013 2017
£ £ £ £

Bank ioans and foan notes

Between one and two years 1,680,738 1435443 1,680,736 1435443
Betweesn two and five years 4,134,666 2483252 4134666 2493252
After five years 12,600 §71.782 12,500 577,782
5827902 4508477 5827902 4.,506477
On demand or within one year 80,000 14422388 80,000 1,442368

5,887,002 65,948,845 5887002 5948845

18. Called-up share capital and reserves

2018 2017
£ £
Allotted, called-up and fulty-paid
2,796,184 (2017: 2,830,531) ordinary shares of 1p each 27,862 28,395
1,846,855 (2017: 1,846,855) ‘A’ ordinary shares of 1p
each 18,4698 18,469

46,431 48,864
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M-Squared Lasers Limited

Notes to the financial statements (continued)
For the year ended 28 February 2018

18. Cafled-up share capital and reserves (continued)

2018 2018 2017 2017
Ordinary Shares No. £ No. £
Opening balance 2,838,531 28395 3441921 34 419
Shares bought back {97,048) (870)  (25,108) (251)
Shares Issued 53,701 537 - -
Shares transferred - - (577,284) (5,773)
Closing balance 2,798,184 27,962 2839531 28,398

2018 2018 2017 2017
‘A’ Ordinary Shares No. £ No. £
Opening balance 1,846,855 18488 1,289,571 12,698
Shares transferred - - 677,284 5,773
Closing balance 1,846,855 18,469 1,846,855 18469

Duwring the year, the Company bought back 87,048 of ordinary shares with a nominal value of 1p for a
consideration of £970. The company also issued 53,701 of ordinary shares with a nominal vatue of 1p for a

consideration of £537.
The Group and Company's other reserves are as follows:

The share premium reserve containg the premium arising on issus of equity shares, net of issue expenses,
The capital redemption ressrve was created to adjust permanent capital on share buybacks.

‘The transiation reserve contains exchange adjustments on consofidation of foreign subsidiaries.

The profit and loss reserve represents cumulative profits or losses net of dividends paid and other

adjustments.
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Notes to the financial statements (continued)
For the year ended 28 February 2018

19. Cash flow statemant
Reconcillation of operating profit to cash generated by oparations:

2018 2017
£ £
Operating profit 1,125,383 2,083,799
Adjustment for:
Depreciation 146,618 159,158
Amortisation 485878 328212
RAD iax cradit includa in operating profit {180,581) (130,000)
Exchange adjustments 7.847 (82,343)
Operating cash flow before movement in working
capital 1,504,945 2,350,483
Increase in stocks {170,2468) (345,148)
(Increase)/decrease in debtors {1,253,138) (671,282)
Increase in craditors 1,700,181 81,4983
Cash from operations " 1,862,742 1,424,548
Intarest paid (627,859) (875,925)
Tax received 146,137 200,418
Cash genarated by operations 1,381,020 1,048,039
20. Financial commitments
Total future minimum lease payments under non-cancellable operating leases are as follows:
2018 2017
Land and Land and
buildings Othar buildings Other
£ £ £ £
Group
- within one year 232,440 34,707 127,842 12,287
« between one and five years 862,280 31,002 2,691
- after five yaars - - - -
1,084,720 65,708 127,842 14,978
Company
- within ona year 232,440 34,707 127,842 12,287
- between one and five years 852,280 31,002 - 2,891
- after five yoars - - - -
1,084,720 85,799 127,842 14,978

There are no capital commitments at 28 Fabruary 2018
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M-Squared Lasers Limited

Notes to the financial statements {continued)
For the year ended 28 February 2018

21. Raiated party transactions

Directors’ transactions

&llglngm year, no payments were made o directors (2017; £23,333) There Is £nil owed at the year end
17: nll).

Other related party transactions

The total remuneration for key management personnel for the year is disciosed In note 7.

Dm&nyw.ﬂucommnypwdadsupmnmlMammmsﬁm&uﬂomLhnMamp‘ny
which shares certmin directors and shareholders with M Squared Lasers Limited, totalling £nil (2017 nll).
There is nil outstanding st the year end (2017: £nil).

22. Controlling party
The Company has no controliing party.
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