Registered number: 04768848

PENN ELCOM LIMITED

ANNUAL REPORT AND FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2020

A7

T

COMPANIES HOUSE

THURSDAY




PENN ELCOM LIMITED
COMPANY INFORMATION

Directors J. Stratford
P. Willems
C. Brown
C.

P.
R.
D.
S. Langdon
R.

Registered number 04768848

Registered office 1st Fioor Sackville House
143-149 Fenchurch Street
London
EC3M 6BN

Independent auditors Wilder Coe Ltd
Chartered Accountants & Statutory Auditors
1st Floor Sackville House
143-149 Fenchurch Street
London
EC3M 6BL



PENN ELCOM LIMITED

CONTENTS

Strategic Report

Directors' Report

Independent Auditors’ Report
Statement of Comprehensive Income
Balance Sheet

Statement of Changes in Equity
Statement of Cash Flows

Analysis of Net Debt

Notes to the Financial Statements

Page
1-3

10
11
12
13-14
15

16 -32



PENN EL.COM LIMITED

STRATEGIC REPORT
FOR THE YEAR ENDED 31 DECEMBER 2020

introduction
The Directors present the strategic report of the company for the year ended 31 December 2020
Background

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

Development, performance and review
The company made a loss before taxation of £249,395 (2019: £305,131) for the year.

The Directors are driven to continue with long 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 a decrease in turnover of 34.49%. This down turn was mainly due to the decrease
of sales during the Covid-19 Pandemic.

The Company performed well under the circumstances as the entertainment industry was on total lock down
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 products such as “Amazon Post Boxes”.

Principle risks and uncertainties

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

2020 Covid-19 Pandemic update

The global coronavirus pandemic involving the spread of COVID-19 presents a number of different risks and
impacts to the business including safety, operational, financial and liquidity risk. The main priority for the
company is Health & Safety of all employees and the company continues to follow Government advice. The
company responded rapidly and dynamically to the changing situation which allowed the production operations
to continue to operate throughout.

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.
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.
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PENN ELCOM LIMITED

STRATEGIC REPORT (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2020

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 low 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 2020 the company posted a loss before tax of £249,395 (2019: £305, 131).
The Directors are pleased with the performance in the year and are confident that normality will return in the
new future.

The company’s Balance Sheet remains strong with a net asset position of £11.6 million (2019: £4.9 million)
which puts us in a strong position to whether any future economic turmoil out with our control.

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 almost behind us, the Directors are fully
aware of all the emerging risks facing the Company and threating our business model.
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PENN ELCOM LIMITED

STRATEGIC REPORT (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2020

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 KPI's include:
Financial key performance indicators

e Net Assets: reviewed on a monthly basis by the Directors throughout the year. Net Assets as at the year
ended 31 December 2020 are £11.6 million (2079: £4.9 million).

e 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 17.1% for the
year ended 31 December 2020 (2019: 19.5%).

e Operating Margin: reviewed by Directors throughout the year. Administrative expense levels are reguiarly
reviewed, together with one off exceptional items throughout the year. The Operating Margin was -1.7%
for the year ended 31 December 2020 (2019: -3.4%).

¢ Inventory turnover ratio for the year ended 31 December 2020 was 2.8 (2019: 3.4).
e Inventory days for the year ended 31 December 2020 are 109.8 (20719: 102.1).

« EBITDA: EBITDA is reviewed regularly to ascertain the progression of the Company on a monthly basis.
For the year ended 31 December 2020 EBITDA was £1,107,629 (2019: £809,449).

Non-Financial key performance indicators

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

e Staff retention and wellbeing: 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 2020
and can be calculated using the figures shown within the primary statements which follow this report.

This report was approved by the board on 2910972021 and signed on its behalf.

R. P. Willems
Director
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PENN ELCOM LIMITED

DIRECTORS' REPORT
FOR THE YEAR ENDED 31 DECEMBER 2020

The directors present their report and the audited financial statements for the year ended 31 December 2020.
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 law 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 they give a true and fair view of the state of affairs of the Company and of the profit or loss of the
Company for that period.

In preparing these financial statements, the directors are required to:

. 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 loss for the year, after taxation, amounted to £188,201 (2019 - £426,818).

During the year, no dividends were paid (2019: £Nil).
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PENN ELCOM LIMITED

DIRECTORS' REPORT (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2020

Directors
The directors who served during the year were:

P. J. Stratford
R. P. Willems
D. C. Brown
S. Langdon
R.C. W. Platt

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 e, 290092021 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 2020, which comprise the Statement of Comprehensive Income, the Balance Sheet, the Statement
of Cash Flows, the Statement of Changes in Equity 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, except for the possible effects of the matter described in the Basis of qualified opinion
paragraph, in our opinion the financial statements:

. give a true and fair view of the state of the Company's affairs as at 31 December 2020 and of its loss for
the year then ended,;

3 have been properly prepared in accordance with United Kingdom Generally Accepted Accounting
Practice; and

. have been prepared in accordance with the requirements of the Companies Act 2006.
Basis for qualified 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.

With respect to stock having a carrying amount of £3,337,191 the audit evidence available to us was limited
because we did not observe the counting of the physical stock as at 31 December 2020. Owing to the nature of
the company's records, we were unable to obtain sufficient appropriate audit evidence regarding the stock by
using other audit procedures.

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.
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PENN ELCOM LIMITED

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

Other information

The directors are responsible for the other information. The other information comprises the information
included in the Annual Report, other than the financial statements and our Auditors’ Report thereon. 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.

In connection with our audit of the financial statements, 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 audit or otherwise appears to be materially misstated. |If we identify such
material inconsistencies or apparent material misstatements, we are required to determine whether there is a
material misstatement in the financial statements or a material misstatement of the other information. 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.
Opinion on other matters prescribed by the Companies Act 2006
In our opinion, based on the work undertaken in the course of the audit:

. 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.
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PENN ELCOM LIMITED

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

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.

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 to where and how fraud may occur in the entity.

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

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

o 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) comprised of: inquiries 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 or 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.
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PENN ELCOM LIMITED

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

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.

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/ (LA

Wilder Coe Ltd

Chartered Accountants & Statutory Auditors
1st Floor Sackville House

143-149 Fenchurch Street

London

EC3M 68BL

Date: 29 September 2021
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PENN ELCOM LIMITED

STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED 31 DECEMBER 2020

Turnover
Cost of sales

Gross profit

Distribution costs
Administrative expenses
Other operating income
Exceptional item

Operating loss

Income from shares in group undertakings
Amounts written off investments

Interest receivable and similar income
Interest payable and expenses

Loss on ordinary activities before taxation

Taxation on loss on ordinary activities

Loss for the financial year

Total comprehensive loss for the year

The notes on pages 16 to 32 form part of these financial statements.
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2020
Note £

2019
£

13,379,124 20,422,446
(11,095,853) (16,430,068)

2,283,271 3,992,378
(153,225)  (389,414)
(4,654,339)  (5,058,243)

4 2,303,140 1,973,944
5 - (1,204,257)
6 (221,153)  (685,592)
- 395,041

- (6,734)

1,050 1,540

(29,292) (9,386)
(249,395)  (305,131)

9 61,194  (121,687)
(188,201)  (426,818)
(188,201)  (426,818)




Fixed assets

Intangible assets
Tangible assets
Investments

Current assets

Stocks
Debtors
Cash at bank and in hand

Creditors: amounts falling due within one
year

Net current assets/(liabilities)

Total assets less current liabilities

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

PENN ELCOM LIMITED
REGISTERED NUMBER: 04768848

BALANCE SHEET
AS AT 31 DECEMBER 2020
2020
Note £
10 1,807,831
1 2,659,907
12 537,489
5,005,227
13 3,337,191
14 7,042,332
1,489,462
11,868,985
15 (4,274,513)
7,594,472
12,599,699
16 (818,223)
(179,106)
11,602,370
19 1,463,416
9,786,981
351,973

Profit and loss account

Equity shareholders' funds

11,602,370

4,597,518
7,760,662
537,867

12,896,047

(13,553,873)

2019

2,033,823
3,509,964
537,489

6,081,276

(657,826)

5,423,450

(230,633)

(262,399)

4,930,418

1,463,415
2,926,829
540,174

4,930,418

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

on

................. 29/Q9/2021...................

R. P. Willems
Director
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PENN ELCOM LIMITED

STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 DECEMBER 2020

Share
Called up premium Profit and
share capital account loss account Total equity

£ £ £ £
At 1 January 2019 1,463,415 2,926,829 966,992 5,357,236
Comprehensive loss for the year
Loss for the year - - (426,818) (426,818)
At 1 January 2020 1,463,415 2,926,829 540,174 4,930,418
Comprehensive loss for the year
Loss for the year - - (188,201) (188,201)
Transactions with owners
Shares issued during the year 1 6,860,152 - 6,860,153
At 31 December 2020 1,463,416 9,786,981 351,973 11,602,370

The notes on pages 16 to 32 form part of these financial statements.
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PENN ELCOM LIMITED

STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 31 DECEMBER 2020

Cash flows from operating activities

Loss for the financial year
Adjustments for:

Amortisation of intangible assets
Impairment of goodwill

Depreciation of tangible assets

Loss on disposal of tangible assets
Government grants

Interest paid

Interest received

Taxation charge

Decrease in stocks

Increase in debtors

Decrease in amounts owed by groups
Decrease in amounts owed by joint ventures
Decrease in creditors

Decrease in amounts owed to groups
Corporation tax paid

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

Income from investments in related companies

Net cash from investing activities
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2020 2019
£ £
(188,201)  (426,818)
225,992 426,701
- 1,204,257
980,402 680,033
(11,089)  (126,737)
(672,136) .
29,292 9,386
(1,050)  (396,581)
(61,194) 121,687
1,260,327 378,119
(244,414)  (535,285)
923,790 379,485
26,806 166,166
154,818  (128,378)
(9,487,292) (82,408)
- (268,382)
(7,063,949) 1,401,245
(130,345) (2,081,149)
11,089 157,491
672,136 -
- 10,600
1,050 1,540
- 395,041
553930 (1,516,477)




PENN ELCOM LIMITED

STATEMENT OF CASH FLOWS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2020

2020 2019
£ £

Cash flows from financing activities
Issue of ordinary shares 6,860,153 -
Repayment of/new finance leases 630,753 49,679
Interest paid (29,292) {9,386)
Net cash used in financing activities . 7,461,614 40,293
Net increase/(decrease) in cash and cash equivalents 951,595 (74,939)
Cash and cash equivalents at beginning of year 537,867 612,806
Cash and cash equivalents at the end of year 1,489,462 537,867
Cash and cash equivalents at the end of year comprise:
Cash at bank and in hand : 1,489,462 537,867

The notes on pages 16 to 32 form part of these financial statements.
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PENN ELCOM LIMITED

ANALYSIS OF NET DEBT
FOR THE YEAR ENDED 31 DECEMBER 2020

At 31
At 1 January New finance December
2020 Cash flows leases 2020
£ £ £ £
Cash at bank and in hand 537,867 951,595 - 1,489,462
Finance leases (450,406) 219,247 (850,000) (1,081,159)

87,461 1,170,842 .(850,000) 408,303

The notes on pages 16 to 32 form part of these financial statements.
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PENN ELCOM LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2020

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 place of business is 9-10 Parsons Road, Parsons Industrial Estate, Washington, NE37

Accounting policies

241

2.2

2.3

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 company has taken advantage of the exemptions available under the Companies Act 2006,
Section 402 from the requirement to prepare Consolidated Financial Statements on the grounds
that the effect of consolidation will not be material to these Financial Statements.

The following principal accounting policies have been applied:
Going concern

At the Balance Sheet date of 31 December 2020, the Company made a loss for the year of
£188,201 and had net assets at that date of £11,602,370 (2019: £4,930,418). The Company's
turnover and profits were reduced from the prior year a result of the impact of the coronavirus
pandemic and the measures taken both in the UK and overseas to contain it, including the
temporary lockdowns imposed in England during the financial year.

The Directors are expecting the Company's turnover to continue at a lower level for the first few
months of the year as a result of the imposition of further lockdown measures subsequent to the
year end. However, the directors are confident that once lockdown measures are eased, turnover
will revert to normal levels.

The Company has sufficient cash reserves at the date of approval of the financial statements. The
Company has also taken advantage of the furlough scheme during the year and has sufficient
working capital to enable it to continue to trade and meet its liabilities as they fall due for at least
the next 12 months from the date of approval of the financial statements.

As a result the Directors believe that the Company will be able to continue in business and meet its
liabilities as they fall due for a pericd of at least twelve months from the date of approval of the
financial statements.

On this basis the Directors deems it appropriate to prepare these financial statements on the going
concern basis.

Investments in associates

Associates and Joint Ventures are held at cost less impairment.
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2.

PENN ELCOM LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2020

Accounting policies (continued)

24

2,5

2.6

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 Comprehensive Income over its useful economic
life.

Tangible fixed assets

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 Comprehensive Income.
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PENN ELCOM LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2020

Accounting policies (continued)

2.7

2.8

29

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 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 fair value less costs to sell
and value in use. 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 subsidiaries are measured at cost less accumulated impairment.

Government grants

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

nature are recognised in the Statement of Comprehensive Income in the same period as the
related expenditure.

2.10 Exceptional items

Exceptional items are transactions that fall within the ordinary activities of the Company but are
presented separately due to their size or incidence.

2.11 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 seil. The impairment loss is
recognised immediately in the Statement of Comprehensive Income.

2.12 Debtors

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

2.13 Cash and cash equivalents

Cash is represented by cash in hand and deposits with financial institutions repayable without
penalty 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.

2.14 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, 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.
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PENN ELCOM LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2020

Accounting policies (continued)

2.14 Financial instruments (continued)

Investments in non-convertible preference shares and in non-puttable ordinary and preference
shares are measured:

. at fair value with changes recognised in the Statement of Comprehensive Income 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 Comprehensive Income.

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 varable 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 settle 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
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.

2.15 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.
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PENN ELCOM LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2020

Accounting policies (continued)

2.16 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
translation at period-end exchange rates of monetary assets and liabilities denominated in foreign
currencies are recognised in the Statement of Comprehensive Income.

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

2.17 Finance costs
Finance costs are charged to the Statement of Comprehensive Income over the term of the debt
using the effective interest method so that the amount charged is at a constant rate on the carrying
amount. Issue costs are initially recognised as a reduction in the proceeds of the associated capital
instrument.

2.18 Research and development
Research and development costs are expensed to the Statement of Comprehensive Income in the
year which they are incurred, since it is not possible to demonstate that such costs will generate
future economic benefits.

2.19 Operating leases: the Company as lessee

Rentals paid under operating leases are charged to the Statement of Comprehensive Income on a
straight-line basis over the lease term.

2.20 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.
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2020

2, Accounting policies (continued)

2.21 Interest income

interest income is recognised in the Statement of Comprehensive Income using the effective
interest method.

2.22 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 profit or loss 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. . -

2.23 Current and deferred taxation

The tax expense for the year comprises current and deferred tax. Tax is recognised in the
Statement of Comprehensive income.

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.

3. 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.
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NOTES TO THE FINANCIAL STATEMENTS
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Other operating income

2020 2019
£ £
Government grants receivable 672,136 -
Sundry income 1,631,004 1,973,944

2,303,140

1,973,944

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

Sundry income includes the following items:

2020 2019
£ £
Sundry scrap sales 155,396 270,086
Management charges 1,114,140 1,183,833
Distribution, carriage and freight 308,752 363 291
Miscellaneous income ) - 52,716 156,734
1,631,004 1,973,944
Exceptional item
2020 2019
£ £
Impairment of goodwill - 1,204,257
Operating loss
The operating loss is stated after charging/(crediting):
2020 2019
£ £
Research & development charged as an expense 46,015 81,357
Exchange differences (78,296) (160,003)
Other operating lease rentals 2,800 340,229
Auditors' remuneration 41,500 86,650
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PENN ELCOM LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2020
Employees

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

Wages and salaries
Social security costs
Cost of defined contribution scheme

2020 2019
£ £
4,282,723 4,936,970
521,049 476,652
106,301 102,746
4,910,073 5,516,368

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

Directors
Office and management
Factory

Directors’ remuneration

Directors' emoluments
Company contributions to defined contribution pension schemes

2020 2019

No. No.

5 5

61 66

11 127

177 198
2020 2019

£ £

254,651 267,139

6,251 7,126

274,265

- 260,902

During the year retirement benefits were accruing to 3 directors (2019 - 3) in respect of defined

contribution pension schemes.

The highest paid director received remuneration of £91,206 (2019 - £103,096).

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

the highest paid director amounted to £2,508 (2019 - £2,875).
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2020

Taxation
2020 2019
£ £

Corporation tax
Current tax on profits for the year 22,099 12,148
Adjustments in respect of previous periods - (35,903)
Total current tax 22,099 (23,755)
Deferred tax
Origination and reversal of timing differences (83,293) 145,442

121,687

Taxation on (loss)/profit on ordinary activities (61,194)

Factors affecting tax charge/(credit) for the year

The tax assessed for the year is lower than (2019 - higher than) the standard rate of corporation tax in

the UK of 19% (2019 - 19%). The differences are explained below:

2020 2019
£ £

Loss on ordinary activities before tax (249,395) (305,131)
Loss on ordinary activities multiplied by standard rate of corporation tax in
the UK of 19% (2019 - 19%) (47,385) (57,975)
Effects of:
Expenses not deductible for tax purposes 43,971 313,773
Capital allowances for year (in excess of)/less than depreciation 93,271 (144,475)
Non-taxable income - (75,058)
Adjustments to tax charge in respect of prior periods - (35,903)
Pension adjustment 41 (37)
Book (profit)/loss on chargeable assets (2,107) (24,080)
Group relief claimed (65,692) -
Deferred tax (83,293) 145,442

121,687

Total tax charge/(credit) for the year (61,194)

Factors that may affect future tax charges

There are non-trade loan relationship deficits of £32,394 (2019: £40,240) which may be utilised against

future profits of the same nature.

There capital losses of £10,251 (2019: £10,251) available to offset against future chargeable gains.
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FOR THE YEAR ENDED 31 DECEMBER 2020

intangible assets

Goodwill
£

Cost
At 1 January and 31 December 2020 6,526,931
Amortisation
At 1 January 2020 4,493,108
Charge for the year 225,992
At 31 December 2020 4,719,100
Net book value
At 31 December 2020 1,807,831

At 31 December 2019 2,033,823
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2020

11.

Tangible fixed assets

Plant and Motor Fixtures and Office Computer
machinery vehicles fittings equipment equipment
£ £ £ £ £
Cost
At 1 January 2020 8,548,868 22,842 86,205 8,603 19,499
Additions 86,990 - 40,000 3,355 -
Disposals (6,759) - - - -
At 31 December 2020 8,629,099 22,842 126,205 11,958 19,499
Depreciation
At 1 January 2020 5,075,755 22,842 75,621 1,510 325
Charge for the year on
owned assets 757,977 - 7,620 2,224 3,899
Charge for the year on '
financed assets 208,682 - - - -
Disposals (6,759) - - - -
At 31 December 2020 6,035,655 22,842 83,241 3,734 4,224
Net book vailue
At 31 December 2020 2,593,444 - 42,964 8,224 15,275
At 31 December 2019 3,473,113 - 10,584 7,093 19,174

Page 26



PENN ELCOM LIMITED
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Tangible fixed assets (continued)

Total
£

Cost
At 1 January 2020 8,686,017
Additions ) 130,345
Disposals (6,759)
At 31 December 2020 8,809,603
Depreciation
At 1 January 2020 5,176,053
Charge for the year on owned assets 771,720
Charge for the year on financed assets 208,682
Disposals (6,759)
At 31 December 2020 6,149,696
Net book value
At 31 December 2020 . 2,659,907

At 31 December 2019 3,509,964
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PENN ELCOM LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2020

Tangible fixed assets (continued)

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

2020 2019
£ £
Plant and machinery 444.800 659,483
Fixed asset investments
Investments
in associates
£
Cost
537,489
At 1 January and 31 December 2020
Associates
The following were associates of the Company:
Class of
Name Registered office shares Holding
Penn Elcom GmbH Penn Elcom GmbH, Emmerich am Rhein, Ordinary 43.5%
Groenlandstrasse 2, 46446 Emmerich am
Rhein, Germany
Penn Elcom S.R.L Bartolomé Mitre 226 6° Piso Ciudad Auténoma Ordinary 50%
de Buenos Aires, Argentina
Penn Elcom Chile Penn Elcom SpA, Cotapos N°1387, comuna  Ordinary 49%
de Recoleta, Region Metropolitana de
Santiago, Chile
Stocks
2020 2019
£ £
Raw materials 350,698 659,563
Finished goods, work in progress and goods for re-sale ) 2,986,493 3,937,955

3,337,191 4,597,518
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2020

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

Creditors: Amounts falling due within one year

Trade creditors

Amounts owed to group undertakings

Corporation tax

Other taxation and social security

Obligations under finance lease and hire purchase contracts
Other creditors

Accruals and deferred income

Creditors: Amounts falling due after more than one year

Net obligations under finance leases and hire purchase contracts
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818,223

2020 2019
£ £
2,419,855 3,035,045
1,317,973 2,241,763
294,280 321,086
2,940,053 2,096,498
70,171 66,270
7,042,332 7,760,662
2020 2019
£ £
1,263,184 1,147,792
2,229,737 11,717,029
22,099 12,148
182,509 117,493
262,936 219,773
120,252 144,777
193,796 194,861
4,274,513 13,553,873
2020 2019
£ £
230,633
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PENN ELCOM LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2020

Financial instruments

2020 2019
£ £

Financial assets
Financial assets measured at fair value through profit or loss 1,489,462 537,867
Financial assets that are debt instruments measured at amortised cost 7,147,019 7,658,408

8,636,481 8,196,275
Financial liabilities
Financial liabilities measured at amortised cost 4,606,391 13,188,375

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

hand totalling £8,636,481 (2019: £8, 196,275)

Financial liabilities measured at amorised cost comprise trade creditors, other creditors, amounts owed
to group undertakings and amounts owed to other participating interests of £4,606,381 (20719:

£13,188,375).

Deferred taxation

2020 2019
£ £
At beginning of year 262,399 116,957
Charged/(credited) to profit or loss (83,293) 145,442
At end of year 179,106 262,399
The provision for deferred taxation is made up as follows:
2020 2019
£ £
Accelerated capital allowances 192,851 285,758
Tax losses carried forward (13,745) (23,359)
179,106 262,399
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Share capital
2020 2019
£ £
Allotted, called up and fully paid
1,463,415 (2019 - 1,463,415) Ordinary shares of £1.00 each 1,463,415 1,463,415
1 (2019 - ) Ordinary share of £0.78 1 -

1,463,416
On 17 September 2020 the Company issued 1 Ordinary share of £0.78 at £6,860,152.

Pension commitments

1,463,415

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 £106,301 (2019:

£102,746). The outstanding pension liability at the year end was £25,759 (2019: £24,545).

Commitments under operating leases

At 31 December 2020 the Company had future minimum fease payments due under non-cancellable

operating leases for each of the following periods:

2020
£

Not later than 1 year 67,765
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Related party transactions

Included within amounts owed by group undertakings are amounts due from companies with control
over the company of £80,100 (20719: £1,116,129).

During the year sales of £68 (2079: £Nil) were made to companies with control over the company.
During the year purchases of £838 (2019: £Nil) wew made to companies with control over the company.

Included within other debtors are amounts due to companies over which the company has significant
influence of £294,280 (2019: £321,086).

During the year sales of £2,325923 (2019: £3,181,561) were made to companies over which the
company has significant influence.

During the year purchases of £272,577 (2019: £226,173) were made from companies over which the
company has significant control.

Included within creditors are amounts due to related parties of £2,229,737 (2019: £11,590,025).

Included within debtors are amounts due from related parties of £352,249 (2019: £1,141,417).

During the year sales of £3,322,528 (2019: £4,852,835) were made to related parties.

During the year purchases of £1,381,531 (2019: £2,427,246) were made to related parties.

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 2020 and 31

December 2019 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.
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