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PENN ELCOM LIMITED

STRATEGIC REPORT
FOR THE YEAR ENDED 31 DECEMBER 2022

Introduction

The Directors present the strategic report of the company for the year ended 31 December 2022.

Background

Penn Elcom Limited (the "Company”) manufacturés and distributes over 3000 catalogue products and-is &
leading manufacturer of quality flight case hardware, speaker hardware, 19 inch racking and accessories.

Development, performance and review
The company made a profit before tax of £3,405,489 (2021 : £1,651,107) for the year.

The Directors are driven to continue with long term-term value for the organisation with process to develop and
implement growth, including new products and markets.

The directors are satisfied with the performance of the company during the year. Their aim is to maintain the
level of performance in the coming year.

Penn Elcom Limited showed an increase in turnover of 38%. This upturn was mainly due to the increase of sales
after the pandemic.

The Company performed relatively well as the showbiz industry activity returned to pre-lock-down levels during
the year where Penn Elcom derives majority of its income. In doing so we managed to make the best use of our
resources by creating new products. .

Principle risks and uncertainties

The Directors believe the principal risks and uncertainties facing the business are general business and market
risks as experienced by the majority of businesses of our nature.

Changes to the political and economic climate and their impact on rates of exchange and freedom of trade are
also of primary concern, however we believe that the company is well positioned to mitigate these risks and take
advantage of opportunities as they arrive. With the pandemic aimost behind us, the Directors are fully aware of
ali the emerging risks facing the Company and threatening our business modeli.

The company’s exposure to the price of raw materials is important therefore purchase strategies are monitored
regularly as well as selling prices.

2022 Russian invasion of Ukraine

This had a negative impact and triggered a massive shock to the global economy squeezing supply and pushing
prices to unprecedented levels especially as we sourced our wood from the Ukraine. The company responded
rapidly and dynamically to the changing situation which allowed the production operations to continue to operate
throughout by sourcing elsewhere.

Withdrawal of UK from European Union (Brexit)
On the 31 December 2020 the transition period between the UK and the EU ended and the new rules on exports,
imports, tariffs, data and hiring were introduced. For Penn Elcom Limited a. significant proportion of turnover

and the supply chain is UK domestic, which reduces the impact of Brexit. As a result, in the period since 31
December 2020 the company has seen no significant impact from the new rules introduced.
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PENN ELCOM LIMITED

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

Financial risk management, objectives and policies
Foreign currency risk

The company’s currency risk is controlled by natural hedge wherever possible and where there is an excess, the
company may take out foreign currency contracts accordingly.

Interest rate risk

The company’s policy is to limit its cost of borrowing by paying cash using a mix of debt types.
Credit risk

The company’s policy is to insure its trade debtors and exercise strong credit control procedures.
Price risk

The company’s products are subject to changing market prices at both selling and purchasing levels. It manages
the risk by striving to be a iow cost producer.
Liquidity risk

The company aims to mitigate liquidity risk by managing cash generation by its operations, and applying cash
collection targets. Investment is carefully controlled, with authorisation limits operating at board level and cash
payback periods applied as part of the investment appraisal process.

Position of the business at year end

For the year ended 31 December 2022 the company posted a profit before tax of £3,405, 489 (2021
£1,651,107). The Directors are pleased with the performance in the year and are confident of repeat
performance in the future.

The company's balance sheet remains strong with a Net Asset position of £15.4 million, increasing from £12.7
million as 31 December 2021, which puts us in a strong position to weather any future economic turmoil out with
our control.
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PENN ELCOM LIMITED

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

Financial key performance indicators:

The Directors monitor closely the performance of the business using key performance indicators (KPI's) for both
financial and non-financial.

These KPl's include:

Financial key performance indicators

Net Assets: reviewed on a monthly basis by the Directors throughout the year. Net Assets as at the year
ended 31 December 2022 are £15.4 million (2021: £12.7 million).

Gross Profit Margins: reviewed by Directors throughout the year. Raw material levels are regularly reviewed,
together with the level of sales throughout the year. The Gross profit Margin was 27.9% for the year ended
31 December 2022 (2021: 24.1%).

Operating Margin: reviewed by Directors throughout the year. Administrative expense levels are regularly
reviewed, together with one off exceptional items throughout the year. The Operating Margin was 12.7% for
the year ended 31 December 2022 (2021: 8.8%)

inventory turnover ratio for the year ended 31 December 2022 was 3.5 (2021: 3.6).

Inventory days for the year ended 31 December 2022 are 119.5 (2021: 119.2).

EBITDA: EBITDA is reviewed regularly to ascertain the progression of the Company on a monthly basis. For
the year ended 31 December 2022 EBITDA was £4,808,986 (2021: £3,026,325).

Non-Financial key performance indicators

Customer Service: the level of quality and performance are continually reviewed by Directors' to maximise
the satisfaction of customers.

Staff retention and welibeing: monitored by Directors’ to ensure employee welfare is at the forefront of the
Company and staff retention is maintained.

Cashflow targets: forecast short term cashflows are reviewed weekly and monthly to ensure the Company has
sufficient funds available to continue to trade.

The Directors consider the above ratios to be at an acceptable level for the year ended 31 December 2022 and
can be calculated using the figures shown within the primary statements which follow this report.

During the year, dividends of £Nil were paid (2021: £214,558).

This report was approved by the board on . J4/11/2023.........omooeeen and signed on its behalf.

R. P. Willems
Director
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PENN ELCOM LIMITED

DIRECTORS' REPORT
FOR THE YEAR ENDED 31 DECEMBER 2022

The directors present their report and the audited financial statements for the year ended 31 December 2022.
Directors’ responsibilities statement

The directors are responsible for preparing the Strategic Report, the Directors’ Report and the financial
statements in accordance with applicable law and regulations.

Company faw requires the directors to prepare financial statements for each financial year. Under that law the
directors have elected to prepare the financial statements in accordance with applicable law and United Kingdom
Accounting Standards (United Kingdom Generally Accepted Accounting Practice), including Financial Reporting
Standard 102 ‘The Financial Reporting Standard applicable in the UK and Republic of Ireland’. Under company
law the directors must not approve the financial Statements unless they are satisfied that théy 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:

e select suitable accounting policies for the Company's financial statements and then apply them
consistently,

. make judgments and accounting estimates that are reasonable and prudent, and

. prepare the financial statements on the going concern basis unless it is inappropriate to presume that the

Company will continue 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 to enable them to ensure that the financial statements comply with the Companies Act 2006. They

are also responsible for safeguarding the assets of the Company and hence for taking reasonable steps for the
prevention and detection of fraud and other irregularities.

Principal activity

The principal activity of the Company is that of the manufacture and sale of light engineering products and audio
equipment.

Disclosure of information to auditors

Each of the persons who are directors at the time when this Directors' Report is approved has confirmed that:

. so far as the director is aware, there is no relevant audit information of which the Company's auditors are
unaware, and
. the director has taken all the steps that ought to have been taken as a director in order to be aware of any

relevant audit information and to establish that the Company's auditors are aware of that information.

Results and dividends
The profit for the year, after taxation, amounted to £2,636,928 (2021 - £1,290,670).

During the year, dividends totalling £Nil were paid (2021: £214,558).
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PENN ELCOM LIMITED

DIRECTORS' REPORT (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2022

Directors
The directors who served during the year were:

P. J. Stratford

R. P. Willems

D. C. Brown (resigned 6 August 2023)
S. Langdon

R. C. W. Platt

C. McGrath (Appointed 12 June 2023)
R. Parda (Appointed 11 August 2023)
Auditors

The auditors, Wilder Coe Ltd, will be proposed for reappointment in accordance with section 485 of the
Companies Act 2006.

This report was approved by the board on ..14/1112023.........ccoooooon...... and signed on its behalf.

------------------------------------------------

R. P. Willems
Director
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PENN ELCOM LIMITED

INDEPENDENT AUDITORS' REPORT TO THE MEMBERS OF PENN ELCOM LIMITED

Opinion

We have audited the financial statements of Penn Elcom Limited (the ‘Company') for the year ended 31
December 2022, which comprise the Statement of Income and Retained Earnings, the Balance Sheet, the
Statement of Cash Flows and the related notes, including a summary of significant accounting policies. 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 Financial Reporting Standard applicable
in the UK and Republic of Ireland' (United Kingdom Generally Accepted Accounting Practice).

In our opinion the financial statements:

. 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 Accountin
Practice; and .
. have been prepared in accordance with the requirements of the Companies Act 2006.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (ISAs (UK)) and applicable
law. Our responsibilities 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 Company in accordance with the
ethical requirements that are relevant to our audit of the financial statements in the United Kingdom, including
the Financial Reporting Council'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 financial statements, we have concluded that the directors' use of the going concern basis of
accounting in the preparation of the financial statements is appropriate.

Based on the work we have performed, we have not identified any material uncertainties relating to events or
conditions that, individually or collectively, may cast significant doubt on the Company's ability to continue as a
going concern 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.

Other information

The other information comprises the information included in the Annual Report other than the financial
statements and our Auditors' Report thereon. The directors are responsible for the other information contained
within the Annual Report. Our opinion on the financial statements does not cover the other information and,
except to the extent otherwise explicitly stated in our report, we do not express any form of assurance conclusion
thereon. Our responsibility is to read the other information and, in doing so, consider whether the other
information is materially inconsistent with the financial statements or our knowledge obtained in the course of the
audit, or otherwise appears to be materially misstated. If we identify such material inconsistencies or apparent
material misstatements, we are required to determine whether this gives rise to a material misstatement in the
financial statements themselves. If, 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.
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PENN ELCOM LIMITED

INDEPENDENT AUDITORS' REPORT TO THE MEMBERS OF PENN ELCOM LIMITED (CONTINUED)

Opinion on other matters prescribed by the Companies Act 2006
In our opinion, based on the work undertaken in the course of the audit:

J 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.

Matters on which we are required to report by exception

in the light of the knowledge and understanding of the Company and its environment obtained in the course of
the audit, 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 returns adequate for our audit have not been
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 directors' remuneration specified by law are not made; or

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

Responsibilities of directors

As explained more fully in the Directors' Responsibilities Statement set out on page 4, 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 free from material misstatement, whether due to fraud or error.

In preparing the financial statements, the directors are responsible for assessing the Company's ability to
continue as a going concern, disclosing, as applicable, matters related to going concern and using the going
concern basis of accounting unless the directors either intend to liquidate the Company or to cease operations,
or have no realistic alternative but to do so.
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PENN ELCOM LIMITED
INDEPENDENT AUDITORS' REPORT TO THE MEMBERS OF PENN ELCOM LIMITED (CONTINUED)

Auditors' responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free
from material misstatement, whether due to fraud or error, and to issue an Auditors’ 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.

Irregularities, including fraud, are instances of non-compliance with laws and regulations. We design procedures
in line with our responsibilities, outlined above, to detect material misstatements in respect of irregularities,
including fraud. The extent to which our procedures are capable of detecting irregularities, including fraud is
detailed below:

Discussions with and enquiries of management and those charged with governance were held with a view to
identifying those laws and regulations that could be expected to have a material impact on the financial
statements. During the engagement team briefing, the outcomes of these discussions and enquiries were
shared with the team, as well as consideration as 0 where and how fraud may occur in the entity.

The following laws and regulations were identified as being of significance to the entity:

. Those laws and regulations considered to have a direct effect on the financial statements incilude UK
financial reporting standards, company law, tax and pension legislation and distributable profits legislation;
and

e Those laws and regulations for which non-compliance may be fundamental to the operating aspects of the
business and therefore may have a material effect on the financial statements include operating licence,
environmental regulations and health and safety legislation.

Audit procedures undertaken in response to the potential risks relating to irregularities (which include fraud and
non-compliance with laws and regulations) comprise of. enquiries of management and those charged with
governance as to whether the entity complies with such laws and regulations; enquiries with the same
concerning any actual or potential litigation of claims; inspection of relevant legal correspondence; review of
board minutes; testing the appropriateness of journal entries; and the performance of analytical review to identify
unexpected movements in account balances which may be indicative of fraud.

No instances of material non-compliance were identified. However, the likelihood of detecting irregularities,
including fraud, is limited by the inherent difficulty in detecting irregularities, the effectiveness of the entity's
controls and the nature, timing and extent of the audit procedures performed. Irregularities that result from fraud
might be inherently more difficult to detect than irregularities that result from error. As explained above, there is
an unavoidable risk that material misstatements may not be detected, even though the audit has been planned
and performed in accordance with ISAs (UK).

A further description of our responsibilities for the audit of the financial statements is located on the Financial

Reporting Council's website at: www.frc.org.uk/auditorsresponsibilities. This description forms part of our
Auditors' Report.
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PENN ELCOM LIMITED

INDEPENDENT AUDITORS' REPORT TO THE MEMBERS OF PENN ELCOM LIMITED (CONTINUED)

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 2006. 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 Auditors' 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 Company and the
Company's members, as a body, for our audit work, for this report, or for the opinions we have formed:

Chris Gent BA FCA (Senior Statutory Auditor)
for-and on behalf of

(/W

Wilder Coe Ltd
Chartered Accountants & Statutory Auditors

1st Floor Sackville House
143-149 Fenchurch Street
London

EC3M6BL

Date: 20 November 2023
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PENN ELCOM LIMITED

STATEMENT OF INCOME AND RETAINED EARNINGS
FOR THE YEAR ENDED 31 DECEMBER 2022

2022 2021
Note £ £

' Tumover . 27,102,738 19,579,336
Cost of sales (19,540,193) (14,866,856)
Gross -profit 7,562,545 4,712,480
Distribution costs : (468,836) (298,414)
Administrative expenses (6,131,840) (5,260,050)
Other operating income 4 2,328,642 2,576,376
Operating profit 5 3,290,511 1,730,392
Interest receivable and similar income . ‘ 11,285 5,000
Interest payable and similar expenses (75,741) (52,818)
Amounts written off investments 31,492 (31,467)
Profit on ordinary activities before taxation 3,257,547 1,651,107
Taxation on profit on ordinary activities 8 {620,619) (360,437)
Profit for the financial year 2,636,928 1,290,670
Retained earnings at the beginning of the year 1,428,085 351,973
Profit for the year 2,636,928 1,290,670
Dividends declared and paid - (214,558)
Retained earnings at the end of the year 4,065,013 1,428,085

The notes on pages 15 to 29 form part of these financial statements.
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Fixed assets

Intangible assets
Tangible assets
Investments

Current assets

Stocks -
Debtors .
Cash at bank and in hand

Creditors: amounts falling due within one year 14

Net current assets

Total assets less current liabilities

PENN ELCOM LIMITED
REGISTERED NUMBER: 04768848

Creditors: amounts falling due after more

than one year
Provisions for liabilities

Deferred taxation
Net assets

Capital and reserves

Called up share capital
Share premium account
Profit and loss account

Equity shareholders’ funds

BALANCE SHEET
AS AT 31 DECEMBER 2022
2022
Note £
9 1,355,847
10 4,129,724
11 506,022
5,991,593
12 6,395,156
13 12,378,464
2,474,067
21,247,687
(10,108,981)
11,138,706
17,130,299
15 (954,290)
17 (860,599)
15,315,410
18 1,463,416
9,786,981
4,065,013

15,315,410

4,854,279
10,262,956
484,709

15,601,944

(6,424,439)

2021

1,681,839
2,758,766
506,022

4,846,627

9,177,505

14,024,132

(932,751)

(412,899)

12,678,482

1,463,416
9,786,981
1,428,085

12,678,482

The financial statements were approved and authorised for issue by the board and were signed on its behalf on

14/11/23

R. P. Willems
Director

The notes on pages 15 to 29 form part of these financial statements.
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PENN ELCOM LIMITED

STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 31 DECEMBER 2022

Cash flows from operating activities

Profit for the financial year
Adjustments for:

Amortisation of intangible assets

Depreciation of tangible assets

Profit on disposal of tangible assets
Government grants

Interest paid

Interest received

Taxation charge

Increase in stocks

Increase in debtors

‘Decreasel(increase) in amounts owed by groups
(Increase)/decrease in amounts owed by joint ventures
Increase in creditors

Increase in amounts owed to groups
Corporation tax (paid)/received

Net cash generated from operating activities

Cash flows from investing activities

Purchase of tangible fixed assets
Sale of tangible fixed assets
Government grants received
Sale of share in associates
Interest received

Net cash from investing activities
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2022 2021
£ £

2,636,928 1,290,670
225,992 225,992
1,113,049 1,101,408
(250,473) (196,200
- (20,968)
75,741 52,818
(11,285) (5,000)
620,619 360,437
(1,540,877) (1,517,088)
(1,044,708)  (1,792,840)
68,208 (1,478,512
(1,204,228) 92,112
858,124 1,232,347
2,730,092 621,695
(140,914) 24,645
4,136,268 (8,484)
(2,514,359) (1,372,078)
280,824 368,011
- 20,968
- 31,467
14,285 5,000
(2,222,250)  (946,632)




PENN ELCOM LIMITED

STATEMENT OF CASH FLOWS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2022

Cash flows from financing activities
New finance leases

Dividends paid

Interest paid

Net cash used in financing activities

Net increase/(decrease) in cash and cash equivalents

Cash and cash equivalents at beginning of year
Cash and cash equivalents at the end of year

Cash and cash equivalents at the end of year comprise:

Cash at bank and in hand

The notes on pages 15 to 29 form part of these financial statements.
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2022 2021
£ £
151,081 217,739
- (214,558)
(75,741) (52,818)
75,340 (49,637)
1,989,358  (1,004,753)
484,709 1,489,462
2,474,067 484,709
2,474,067 484,709




Cash at bank and in hand
Finance leases

PENN ELCOM LIMITED

ANALYSIS OF NET DEBT
FOR THE YEAR ENDED 31 DECEMBER 2022

o At 31
At 1 January New finance December
2022 Cash flows leases 2022
£ £ £ £
484,709 1,989,358 - 2,474,067

(1,298,898) 474,905 (625,986) (1,449,979)

(814,189) 2,464,263 (625,986) 1,024,088

The notes on pages 15 to 29 form part of these financial statements.
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1.

PENN ELCOM LIMITED

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

General information

Penn Elcom Limited (company number 04768848), having its registered office at 1st Floor Sackville
House, 143-149 Fenchurch Street, London, EC3M 6BN, is a private limited company incorporated in
England and Wales.

The principal -plaée of business is 9-10 Parsons Road, Parsons Industrial Estate, Washington, NE37 1HB.

Accounting policies

21

2.2

2.3

24

Basis of preparation of financial statements
The financial statements have been prepared under the historical cost convention unless otherwise
specified within these accounting policies and in accordance with Financial Reporting Standard 102,

the Financial Reporting Standard applicable in the UK and the Republic of Ireland and the
Companies Act 2006.

The following principal accounting policies-have been applied:

Investments in associates

Associates and Joint Ventures are held at cost less impairment.

Turnover

Turnover is recognised to the extent that it is probable that the economic benefits will flow to the
Company and the turnover can be reliably measured. Turnover is measured as the fair value of the
consideration received or receivable, excluding discounts, rebates, value added tax and other sales

taxes. The following criteria must also be met before turnover is recognised:

Sale of goods

Turnover from the sale of goods is recognised when all of the following conditions are satisfied:

. the Company has transferred the significant risks and rewards of ownership to the buyer;

. the Company retains neither continuing managerial involvement to the degree usually
associated with ownership nor effective control over the goods sold;

. the amount of turnover can be measured reliably;

. it is probable that the Company will receive the consideration due under the transaction; and

. the costs incurred or to be incurred in respect of the transaction can be measured reliably.

Intangible assets
Goodwill

Goodwill represents the difference between amounts paid on the cost of a business combination and
the acquirer’s interest in the fair value of its identifiable assets and liabilities of the acquiree at the
date of acquisition. Subsequent to initial recognition, goodwill is measured at cost less accumulated
amortisation and accumulated impairment losses. Goodwill is amortised on a straight line basis over
10 - 20 years to the Statement of Income and Retained Earnings over its useful economic life.
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2.

PENN ELCOM LIMITED

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

Accounting policies (continued)

2.5 Tangible fixed assets

2.6

2.7

2.8

Tangible fixed assets under the cost model are stated at historical cost less accumulated
depreciation and any accumulated impairment losses. Historical cost includes expenditure that is
directly attributable to bringing the asset to the location and condition necessary for it to be capable of
operating in the manner intended by management.

Depreciation is charged so as to allocate the cost of assets less their residual value over their
estimated useful lives, using the straight-line method.

Depreciation is provided on the following basis:

Plant and machinery - 19-25% straight-line

Motor vehicles - 25% straight-line

Fixtures and fittings - 25% straight-line/reducing balance
Office equipment - 20% straight-line

Computer equipment - 20% straight-line

The -assets' residual values, -useful lives and depreciation methods are reviewed, and adjusted
prospectively if appropriate, or if there is an indication of a significant change since the last reporting
date.

Gains and losses on disposals are determined by comparing the proceeds with the carrying amount
and are recognised in the Statement of Income and Retained Earnings.

Impairment of fixed assets and goodwill

Assets that are subject to depreciation or amortisation are assessed at each Balance Sheet date to
determine whether there is any indication that the assets are impaired. Where there is any indication
that an asset may be impaired, the carrying value of the asset (or cash-generating unit to which the
asset has been allocated) is tested for impairment. An impairment loss is recognised for the amount
by which the asset's carrying amount exceeds its recoverable amount. The recoverable amount is the
higher of an asset's (or CGU's) fair value less costs to sell and value in use. For the purposes of
assessing impairment, assets are grouped at the lowest levels for which there are separately
identifiable cash flows (CGUs). Non-financial assets that have.been previously.impaired are reviewed
at each Balance Sheet date to assess whether there is any indication that the impairment losses
recognised in prior periods may no longer exist or may have decreased.

Valuation of investments

Investments in associates are measured at cost less accumulated impairment.

Government grants

Grants are accounted under the accruals mode! as permitted by FRS 102. Grants of a revenue

nature are recognised in the Statement of Income and Retained Earnings in the same period as the
related expenditure.
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2.

PENN ELCOM LIMITED

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

Accounting policies (continued)

2.9 Stocks

Stocks are stated at the lower of cost and net realisable value, being the estimated selling price less
costs to complete and sell. Cost is based on the cost of purchase on a first in, first out basis. Work in
"progress ‘and finished goods include labour and attributable overheads.

At each Balance Sheet date, stocks are assessed for impairment. If stock is impaired, the carrying
amount is reduced to its selling price less costs to complete and sell. The impairment loss is
recognised immediately in the Statement of Income and Retained Earnings.

2.10 Debtors

Short-term debtors are measured at transaction price, less any impairment.

2.11 Cash and cash equivalents

Cash is represented by cash in hand and deposits with financial institutions repayable without penaity
on notice of not more than 24 hours. Cash equivalents are highly liquid investments that mature in no
more than three months from the date of acquisition and that are readily convertible to known
amounts of cash with insignificant risk of change in value.

2.12 Financial instruments

The Company only enters into basic financial instrument transactions that result in the recognition of
financial assets and liabilities like trade and other debtors and creditors, loans from banks and other
third parties and loans to related parties.

Debt instruments that are payable or receivable within one year, typically trade debtors and creditors,
are measured, initially and subsequently, at the undiscounted amount of the cash or other
consideration expected to be paid or received.

Investments in non-derivative instruments that are equity to the issuer are measured:

. at fair value with changes recognised in the Statement of Income and Retained Earnings if the
shares are publicly traded or their fair value can otherwise be measured reliably;
. at cost less impairment for-all other investments.

Financial assets that are measured at cost and amortised cost are assessed at the end of each
reporting period for objective evidence of impairment. If objective evidence of impairment is found, an
impairment loss is recognised in the Statement of Income and Retained Earnings.

For financial assets measured at amortised cost, the impairment loss is measured-as the difference
between an asset's carrying amount and the present value of estimated cash flows discounted at the
asset's original effective interest rate. If a financial asset has a variable interest rate, the discount rate
for measuring any impairment loss is the current effective interest rate determined under the
contract.

‘For financial assets measured at cost less impairment, the impairment loss is measured as the

difference between an asset's carrying amount and best estimate of the recoverable amount, which is
an approximation of the amount that the Company would receive for the asset if it were to be sold at
the Balance Sheet date.

Financial assets and liabilities are offset and the net amount reported in the Balance Sheet when
there is an enforceable right to set off the recognised amounts and there is an intention to settie on a
net basis or to realise the asset and settle the liability simultaneously.

Derivatives, including interest rate swaps and forward foreign exchange contracts, are not basic
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PENN ELCOM LIMITED

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

Accounting policies (continued)

2.12 Financial instruments (continued)

financial instruments. Derivatives are initially recognised at fair value on the date a derivative contract
is entered into and are subsequently re-measured at their fair value. Changes in the fair value of
derivatives are recognised in profit or loss in finance costs or income as appropriate. The company
does not currently apply hedge accounting for interest rate and foreign exchange derivatives.

2.13 Creditors
Short-term creditors are measured at the transaction price. Other financial liabilities, including bank
loans, are measured initially at fair value, net of transaction costs, and are measured subsequently at
amortised cost using the effective interest method.

2.14 Foreign currency translation
Functional and presentation currency
The Company'’s functional and presentational currency is British Pound Sterling (GBP).

Transactions and balances

Foreign currency transactions are translated into the functional currency using the spot exchange
rates at the dates of the transactions.

At each period end foreign currency monetary items are translated using the closing rate. Non-
monetary items measured at historical cost are translated using the exchange rate at the date of the
transaction and non-monetary items measured at fair value are measured using the exchange rate
when fair value was determined.

Foreign exchange gains and losses resulting from the settlement of transactions and from the
transiation at period-end exchange rates of monetary assets and liabilities denominated in foreign
currencies are recognised the Statement of Income and Retained Earnings.

Foreign exchange gains and losses that relate to borrowings and cash and cash equivalents are
presented in the Statement of Income and Retained Earnings within 'finance income or costs’. All
other foreign exchange gains and losses are presented in the Statement of Income and Retained
Earnings within 'other operating income'.

2.15 Finance costs
Finance costs are charged to the Statement of Income and Retained Earnings over the term of the
debt using the effective interest method so that the amount chargedis’ at a constant rate on the
carrying amount. Issue costs are initially recognised as a reduction in the proceeds of the associated
capital instrument.
2.16 Research and development
-Research and development costs are expensed to the Statement of Income and Retained Earnings
in the year which they are incurred, since it is not possible to demonstate that such costs will
generate future economic benefits.
217 Ope}ating leases: the Company as lessee

Rentals paid under operating leases are charged to the Statement of Income and Retained Earnings
on a straight-line basis over the lease term.
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PENN ELCOM LIMITED

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

Accounting policies (continued)

2.18 Pensions

Defined contribution pension plan

The Company operates a defined contribution plan for its employees. A defined contribution plan is a
pension plan under which the Company pays fixed contributions into a separate entity. Once the
contributions have been paid the Company has no further payment obligations.

The contributions are recognised as an expense in profit or loss when they fall due. Amounts not paid
are shown in accruals as a liability in the Balance Sheet. The assets of the plan are held separately
from the Company in independently administered funds.

2.19 Interest income

Interest income is recognised in the Statement of Income and Retained Earnings using the effective
interest method. .

2.20 Provisions for liabilities

Provisions are made where an event has taken place that gives the Company a legal or constructive
obligation that probably requires settlement by a transfer of economic benefit, and a reliable estimate
can be made of the amount of the obligation.

Provisions are charged as an expense to the Statement of Income and Retained Earnings in the year
that the Company becomes aware of the obligation, and are measured at the best estimate at the
Balance. Sheet date of the expenditure required to settle the obligation, taking into account relevant
risks and uncertainties.

When payments are eventually made, they are charged to the provision carried in the Balance Sheet.

2.21 Current and deferred taxation

The tax expense for the year comprises current and deferred tax. Tax is recognised in the Statement
of Income and Retained Earnings.

The current corporation tax charge is calculated on the basis of tax rates and laws that have been
enacted or substantively enacted by the Balance Sheet date in the countries where the Company
operates and generates income.

Deferred tax balances are recognised in respect of all timing differences that have originated but not
reversed by the Balance Sheet date, except that:

. The recognition of deferred tax assets is limited to the extent that it is probable that they will be
recovered against the reversal of deferred tax liabilities or other future taxable profits;

. Any deferred tax balances are reversed if and when all conditions for retaining associated tax
allowances have been met; and
. Where they relate to timing differences in respect of interests in subsidiaries, associates,

branches and joint ventures and the Company can control the reversal of the timing
differences and such reversal is not considered probable in the foreseeable future.

Deferred tax balances are not recognised in respect of permanent differences. Deferred tax is

determined using tax rates and laws that have been enacted or substantively enacted by the Balance
Sheet date.

Page 19



PENN ELCOM LIMITED

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

Turnover

The whole of the turnover is attributable to principal activity of the Company, being that of the manufacture
and sale of light engineering products and audio equipment.

The geographical split of turnover has not been disclosed on the grounds that it is prejudicial to the
compay's interests.

Other operating income

2022 2021
£ £
Government grants receivable - 20,968
Sundry income 2,328,642 2,555,408

2,328,642 2,576,376

The government grants received consist of amounts related to the Coronavirus Job Retention Scheme.

Sundry income includes the following items:

2022 2021
£ £
Sundry scrap sales 361,446 358,832
Management charges 1,350,000 1,624,140
Distribution, carriage and freight 461,875 380,388
Miscellaneous income 155,321 192,048

2,328,642 2,555,408

Operating profit

The operating loss is stated after charging/(crediting):

2022 2021
£ £
Research & development charged as an expense 53,287 82,898
Exchange differences 55,256 (23,743)
Other operating lease rentals 484,624 403,535
Auditors remuneration 51,100 47,500
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PENN ELCOM LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2022
Employees

Staff costs, including directors' remuneration, were as follows:

2022 2021
£ £
Wages and salaries 5,250,234 4,499,151
Social security costs 540,843 440,222
Cost of defined contribution scheme 129,645 114,649
5,920,722 5,054,022

The average monthly number of employees, including the directors, during the year was as follows:

2022 2021
No. No.
Directors 5 5
Office and management 56 55
Factory 129 109
190 169
Directors' remuneration
2022 2021
£ £
Directors' emoluments 221,424 203,169
Company contributions to defined contribution pension schemes 6,206 4,743
227,630 207,912

During the year retirement benefits were accruing to 3 directors (2021 - 3) in respect of defined

contribution pension schemes.

The highest paid director received remuneration of £95,073 (2021 - £72,183).

The value of the Company's contributions paid to a defined contribution pension scheme in respect of the

highest paid director amounted to £2,852 (2021 - £2,887).
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PENN ELCOM LIMITED

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

Taxation

2022 2021

£ £

Corporation tax
Current tax on profits for the year 172,919 191,864
Adjustments in respect of previous periods - (65,220)
Total current tax 172,919 126,644
Deferred tax
Origination and reversal of timing differences 447,700 233,793
Taxation on profit on ordinary activities 620,619 360,437

Factors affecting tax charge for the year

The tax assessed for the year is higher than (2021 - higher than) the standard rate of corporation tax in
the UK of 19% (2021 - 19%). The differences are explained below:

2022 2021
£ £

Profit on ordinary activities before tax 3,257,547 1,651,107
Profit on ordinary activities multiplied by standard rate of corporation tax in
the UK of 19% (2021 - 19%) 618,934 313,710
Effects of:
Expenses not deductible for tax purposes 43,882 42,921
Capital allowances for year in excess of depreciation (436,428) (125,091)
Pension adjustment (462) 916
Book profit on chargeable assets (47,142) (37,048)
Group relief (5,865) (3,544)
R&D tax credit - (65,220)
Deferred tax 447,700 233,793
Total tax charge for the year 620,619 360,437

Factors that may affect future tax charges

There are non-trade loan relationship deficits of £30,412 (2021: £30,412) which may be utilised against
future profits of the same nature.

There capital losses of £10,251 (2021: £10,251) available to offset against future chargeable gains.
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~ PENN ELCOM LIMITED

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

Intangible assets

Goodwill

£

Cost
At 1 January 2022 and 31 December 2022 6,526,931
Amortisation
At 1 January 2022 4,945,092
Charge for the year 225,992
At 31 December 2022 5,171,084
Net book value
At 31 December 2022 1,355,847

At 31 December 2021 1,581,839
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PENN ELCOM LIMITED

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

Tangible fixed assets

Cost

At 1 January 2022
Additions
Disposals

At 31 December 2022

Depreciation
At 1 January 2022

Charge for the year on owned
assets

Charge for the year on
financed assets
Disposals

At 31 December 2022

Net book value

At 31 December 2022

At 31 December 2021

Plant and Motor Fixtures and Office Computer
machinery vehicles . fittings equipment equipment
£ £ £ £ £
9,356,576 22,842 132,325 11,958 19,499
2,514,359 - - - .
(696,651) - - - -
11,174,284 22,842 132,325 11,958 19,499
6,654,100 22,842 93,244 5,474 8,774
495,083 - 10,618 2,393 3,900
601,055 - - - .
(666,299) - - . .
7,083,939 22,842 103,862 7,867 12,674
4,090,345 - 28,463 4,091 6,825
2,702,476 - 39,081 6,484 10,725
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2022

10.

Tangible fixed assets (continued)

Total
£

Cost
At 1 January 2022 9,543,200
Additions 2,514,359
Disposals (696,651)
At 31 December 2022 11,360,908
Depreciation
At 1 January 2022 6,784,434
Charge for the year on owned assets 511,994
Charge for the year on financed assets 601,055
Disposals (666,299)
At 31 December 2022 7,231,184
Net book value
At 31 December 2022 4,129,724
At 31 December 2021

2,758,766

The net book value of assets held under finance leases or hire purchase contracts, included above, are

as follows:
2022 2021
£ £
Plant and machinery 1,444,116 764,619
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13.

PENN ELCOM LIMITED

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

Fixed asset investments

Cost
At 1 January 2022 and 31 December 2022

Stocks

Raw materials
Finished goods, work in progress and goods for resale

Debtors

Due within one year

Trade debtors
Amounts owed by group undertakings

Amounts owed by undertakings in which the company has a participating
interest

Other debtors
Prepayments and accrued income
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Investments
in associates
£
506,022
2022 2021
£ £
867,826 597,752
5,527,330 4,256,527
6,395,156 4,854,279
2022 2021
£ £
3,122,215 2,378,709
2,728,281 2,796,485
1,406,396 202,168
5,055,602 4,714,582
65,970 171,012
12,378,464 10,262,956




PENN ELCOM LIMITED

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

14.

15.

16.

Creditors: Amounts falling due within one year

2022 2021
£ £
Trade creditors 2,870,186 2,498,259
Amounts owed to group undertakings 5,681,524 2,851,432
Corporation tax 181,556 214,772
Other taxation and social security 124,166 130,335
Obligations under finance lease and hire purchase contracts 495,689 366,147
Other creditors 477,112 208,646
Accruals and deferred income 378,748 154,848
10,108,981 6,424,439
Creditors: Amounts falling due after more than one year
2022 2021
£ £
Net obligations under finance leases and hire purchase contracts 954,290 932,751
Financial instruments
2022 2021
£ £
Financial assets
Financial assets measured at fair value through profit or loss 2,474,067 484,709
Financial assets that are debt instruments measured at amortised cost 12,083,946 10,026,724
14,558,013 10,511,433
Financial liabilities
Financial liabilities measured amortised cost 10,609,607 6,964,583

Financial assets measured at amortised cost comprise trade and other debtors and cash and bank in

hand totalling £14,558,013 (2021: £10,511,433).

Financial liabilities measured at amortised cost comprise trade creditors, other creditors, amounts owed
to group undertakings and amounts owed to other participating interests of £10,609,607 (2021:

£6,964,583).
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2022

Deferred taxation

2022 2021
£ £
At beginning of year (412,899) (179,106)
Charged to profit or loss : (447,700) (233,793)
At end of year ' : (860,599) (412,899)
The provision for deferred taxation is made up as follows:
2022 2021
£ £
Accelerated capital allowances (870,764) (423,064)
Tax losses carried forward 10,165 10,165

(860,599) (412,899)

Share capital

2022 2021
£ £
Allotted, called up and fully paid
1,463,415 (2021 - 1,463,415) Ordinary shares of £1.00 each 1,463,415 1,463,415
1 (2021 - 1) Ordinary share of £0.78 1 1

1,463,416 1,463,416

Pension commitments
The company makes payments to a defined contribution pensions scheme. The pension cost charge

represents the contributions payable by the group to the fund and amounted to £129,645 (2021:
£114,649). The outstanding pension liability at the year end was £28,151 (2021: £30,581).

Commitments under operating leases

At 31 December 2022 the Company had future minimum lease payments due under non-cancellable
operating leases for each of the following periods:

2022 2021
£ £
Not later than 1 year 67,765 67,765
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PENN ELCOM LIMITED

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

Related party transactions

Included within amounts owed by group undertakings are amounts due from companies with control over
the company of £708,162 (2021: £34,395).

Included within amounts owed by undertakings in which the company has a participating interest are
amounts due from companies over which the company has significant influence of £1,406,396 (2021:
£202,168).

During the year sales of £4,457,610 (2021: £2,703,366) were made to companies over which the
company has significant influence.

During the year purchases of £532,788 (2021: £395,639) were made from companies over which the
company has significant influence.

Included within creditors are amounts due to related parties of £5,433,611 (2021 £2,851,432). These
companies are related by being fellow subsidiaries of the uitimate parent undertakinng.

Included within debtors are amounts due from related parties of £2,020,435 (2021: £2,762,090). These
companies are related by being fellow subsidiaries of the ultimate parent undertakinng.

During the year sales of £8,190,187 (2021: £6,725,906) were made to related parties that are fellow
subsidiaries of the ultimate parent undertaking.

During the year purchases of £4,350,256 (2021: £2,260,914) were made to related parties that are fellow
subsidiaries of the ultimate parent undertaking.

Sales and purchases between related parties take place in normal market conditions. Outstanding
balances with entities are unsecured and no interest is charged.

Ultimate parent undertaking and controlling party:

The ultimate parent undertaking and immediate parent company as at 31 December 2022 and 31

December 2021 is Penn Elcom Corporation, a company incorporated in the British Virgin Islands. The
ultimate controlling party is R. Willems by virtue of his shareholding in Penn Elcom Corporation.

Page 29



