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Blachford UK Limited

Strategic Report for the Year Ended 31 October 2020

The directors present their strategic report for the year ended 31 October 2020.

Fair review of the business

Sales from operations of £9.0M for the financial year 2020 saw a reduction from 2019 (£11.5M) as a
direct result of the delay to a Brexit agreement in October 2019 (customers increased safety stocks in
FY2019) and the resulting impact of COVID-19.

In mid-March 2020 most of the Company's European OEM customers closed their manufacturing
plants due to COVID-19 national lockdowns. The UK OEMSs followed suit a week later and on 25th
March 2020 Blachford UK closed its factory for six weeks placing all employees on Furlough leave.

In order to ensure that the Company could meet all of its continuing operational costs during the
closure, Parent Company support was provided in the form of a preference share issue. A £651k cash
injection combined with a £428k debt to equity swap (Intercompany borrowings), saw the Company's
balance sheet strengthen by £1,079k in May. No additional bank borrowings were taken during this
time.

For the remaining six months of the financial year the Company operated in accordance with all
Government COVID-19 guidelines regarding social distancing, increased PPE & working from home
where possible.

OEM customers returned throughout May and June with increased levels of demand, looking to
recover lost production, which delivered an additional £1m product sales in H2 vs H1. Changes to the
way the factory operated under the COVID-19 guidelines, and an increased reliance on Agency
Labour to support higher levels of absenteeism amongst the workforce, reduced operational efficiency
and increased manufacturing costs.

Despite an in-year net loss of £454k, the Company has had sufficient levels of working capital to meet
the increased operational costs and FY21 Q1 has seen the Company return to profitability, despite
COVID-19 restrictions remaining.

Sales in early FY2021 remain high, with the Agricultural & Construction markets seeing strong
demand globally. With the Company's balance sheet much strengthened as a result of the Parent
Company support, Blachford UK is now well placed to deliver increased sales volume in 2021 and
much improved levels of profit for further investment in operational efficiencies and research and
development. The Company continues to focus on research and development as it looks to deliver to
market many new materials and products, which the Board are confident will lead to further long term
growth and stability. -

Principal risks and uncertainties

The company is exposed to a moderate level of liquidity and cash flow risk. The Company’s principal
financial instruments comprise bank borrowings, asset loans, hire purchase agreements, invoice
discounting and trade creditors. Since the acquisition by 3702626 Canada Inc, liquidity and cash flow
risk has been mitigated via Parent Company support.

Management continually monitor the key risks facing the Company together with assessing the

controls used for managing these risks. The board of directors formally reviews and documents the
principal risks facing the business at least annually.

Approved by'the Board on O'*\Oa\l\and signed on its behalf by:
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Blachford UK Limited

Directors' Report for the Year Ended 31 October 2020

The directors present their report and the audited financial statements for the year ended 31 October
2020.

Directors of the company
The directors who held office during the year were as follows:

L Bawden
J Blachford
J M Lippitt
D McCoy

Principal activity

The principal activity of the company is the design and manufacture of bespoke acoustic solutions for
the agricultural, construction, commercial and materials handling vehicle markets. There have not
been any significant changes in the company's principal activity in the year under review. The
directors are not aware, at the date of this report, of any likely major changes in the company's
principal activity in the forthcoming year.

Results and dividends
The results for the period are shown in the Statement of Comprehensive Income within the financial
statements.

The directors do not recommend the payment of a final dividend.

Directors’ liabilities
The company has made qualifying third party indemnity provisions for the benefits of its directors
which were made during the year and remain in force at the date of this report.

Disclosure of information to the auditors
Each director of the company who held office at the date of the approval of this Annual Report as set
out above, confirms that:

+ so far as they are aware, there is no relevant audit information (information needed by the
company's auditors in connection with preparing their report) of which the company's auditors are
unaware, and

« they have taken all the steps that they ought to have taken as directors in order to make themselves
aware of any relevant audit information and to establish that the company's auditors are aware of that
information.

Reappointment of auditors :
The auditors Hawsons Chartered Accountants are deemed to be reappointed under section 487(2) of
the Companies Act 2006.

Approved b , Board on 04-}\’03\1\ and signed on its behalf by:
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Blachford UK Limited

Statement of Directors' Responsibilities

The directors acknowledge their responsibilities for preparing the Annual Report and the financial
statements in accordance with applicable law and regulations.

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

+ select suitable accounting policies and apply them consistently;
+ make judgements and accounting estimates that are reasonable and prudent;

« 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 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.

The directors are responsible for the maintenance and integrity of the corporate and financial
information included on the company's website. Legislation in the United Kingdom governing the
preparation and dissemination of financial statements may differ from legislation in other jurisdictions.
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Blachford UK Limited
independent Auditor's Report to the Members of

Blachford UK Limited

Opinion

We have audited the financial statements of Blachford UK Limited (the 'company’) for the year ended
31 October 2020, which comprise the Statement of Comprehensive Income, the Balance Sheet, the
Statement of Changes in Equity, the Statement of Cash Flows, and the notes to the financial
statements, 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 October 2020 and of its loss
for the year then ended;

« 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 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 Auditor's
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 UK, including the FRC’s Ethical Standard, and we have fulfilled our other ethical
responsibilities in accordance with these requirements. We believe that the audit evidence we have
obtained is sufficient and appropriate to provide a basis for our opinion.

Conclusions relating to going concern

We have nothing to report in respect of the following matters in relation to which the ISAs (UK) require
us to report to you where:

+ the directors’ use of the going concern basis of accounting in the preparation of the financial
statements is not appropriate; or

- the directors have not disclosed in the financial statements any identified material uncertainties
that may cast significant doubt about the company’s ability to continue to adopt the going concern
basis of accounting for a period of at least twelve months from the date when the financial
statements are authorised for issue.

However, because not all future events or conditions can be predicted, this statement is not a
guarantee as to the company's ability to continue as a going concern. For example, it is difficult to
evaluate all of the potential implications of the current COVID-19 outbreak on the company's trade,
employees, customers, suppliers and the wider economy.

Other information

The other information comprises the information included in the annual report, other than the financial
statements and our auditor’s report thereon. The directors are responsible for the other information.
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.
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Blachford UK Limited
Independent Auditor's Report to the Members of

Blachford UK Limited (continued)

We have nothing to report in this regard.

Opinion on other matter 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 Directors' Report for the financial year for which
the financial statements are prepared is consistent with the financial statements; and

- the Strategic Report and 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 our 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 and 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 Statement of Directors' Responsibilities 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.

Auditor’s 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 auditor's report
that includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee
that an audit conducted in accordance with ISAs (UK) will always detect a material misstatement
when it exists. Misstatements can arise from fraud or error and are considered material if, individually
or in the aggregate, they could reasonably be expected to influence the economic decisions of users
taken on the basis of these financial statements.

As part of an audit in accordance with ISAs (UK), we exercise professional judgment and maintain
professional scepticism throughout the audit. We also:

+ Identify and assess the risks of material misstatement of the financial statements, whether due to
fraud or error, design and perform audit procedures responsive to those risks, and obtain audit
evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of not
detecting a material misstatement resulting from fraud is higher than for one resulting from error,
as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override
of internal control. .
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Blachford UK Limited
Independent Auditor's Report to the Members of

Blachford UK Limited (continued)

« Obtain an understanding of internal control relevant to the audit in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the company’s internal control.

» Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by the directors.

+ Conclude on the appropriateness of the directors' use of the going concern basis of accounting
and, based on the audit evidence obtained, whether a material uncertainty exists related to events
or conditions that may cast significant doubt on the company's ability to continue as a going

_concern. If we conclude that a material uncertainty exists, we are required to draw attention in our
auditor's report to the related disclosures in the financial statements or, if such disclosures are
inadequate, to modify our opinion. Our conclusions are based on the audit evidence obtained up to
the date of our auditor's report. However, future events or conditions may cause the company to
cease to continue as a going concern. ‘

« Evaluate the overall presentation, structure and content of the financial statements, including the
disclosures, and whether the financial statements represent the underlying transactions and
events in a manner that achieves fair presentation.

We communicate with those charged with governance regarding, among other matters, the planned
scope and timing of the audit and significant audit findings, including any significant deficiencies in
internal control that we identify during our audit.

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 auditor's report and for no
other purpose. To the fullest extent permitted by law, we do not accept or assume responsibility to
anyone other than the company and the company's members as a body, for our audit work, for this
report, or for the opinions we have formed.

H&U&ofo ..............
Simon Bladen (Senior Statutory Auditor)
For and on behalf of Hawsons Chartered Accountants, Statutory Auditor

Pegasus House
463a Glossop Road
Sheffield

South Yorkshire
S10 2Q0
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Blachford UK Limited

Statement of Comprehensive Income

for the Year Ended 31 October 2020

Turnover

Cost of sales

Gross profit

Administrative expenses -

Other operating income

Operating (loss)/profit

Interest payable and similar charges
(Loss)/profit before tax

Taxation

(Loss)/profit for the financial year

Total comprehensive income for the year

The above results were derived from continuing operations.

Note
2

2020 2019

£ £
9,031,788 11,547,958
(6,910,449) (8,326,454)
2,121,339 3,221,504
(2,848,520) (3,100,912)
305,537 -
(421,644) 120,592
(85,482) (103,069)
(507,126) 17,523
52,977 28,985
(454,149) 46,508
(454,149) 46,508

The notes on pages 13 to 25 form.an integral part of these financial statements.
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Blachford UK Limited

(Registration number: 06867435)

Balance Sheet as at 31 October 2020

Fixed assets
Intangible assets
Tangible assets
Investments

Current assets

Stocks

Debtors A
Cash at bank and in hand

Creditors: Amounts falling due within one yeér
Net current liabilities
| Total assets less current liabilities
Creditors: Amounts falling due after more than one year
Net assets

Capital and reserves
Called up share capital
Revaluation reserve

Profit and loss account

Total equity

Note

10
11

12
13

14

14

16

2020 2019
£ £
61,873 84,373
2,489,511 2,632,338
2,551,384 2,716,711
1,331,193 871,674
1,875,071 1,784,611
1,325 1,017
3,207,589 2,657,302
(3,661,589) (3,517,790)
(454,000) (860,488)
2,097,384 1,856,223
(1,274,147) (1,657,837)
823,237 198,386
2,049,000 970,000
25,357 50,786
(1,251,120) (822,400)
823,237 198,386

These financial statements were approved and authorised for issue by the Board on 0%\03\2.\ and

signed opyits behalf by:

Director

The notes on pages 13 to 25 form an integral part of these financial statements.
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Statement of Changes in Equity

Blachford UK Limited

for the Year Ended 31 October 2020

At 1 November 2019
Loss for the year

Total comprehensive income
Other share capital movements

Transfers

At 31 October 2020

At 1 November 2018
Profit for the year

Total comprehensive income

Transfers

At 31 October 2019

Revaluation Profit and

Share capital reserve loss account Total

£ £ £ £

970,000 50,786 (822,400) 198,386

- - (454,149) (454,149)

- - (454,149) (454,149)

1,079,000 - - 1,079,000

- (25,429) 25,429 -

2,049,000 25,357 (1,251,120) 823,237
Revaluation Profit and

Share capital reserve loss account Total

£ £ £ £

970,000 76,215 (894,337) 151,878

- - 46,508 46,508

- - 46,508 46,508

- (25,429) 25,429 -

970,000 50,786 (822,400) 198,386

The notes on pages 13 to 25 form an integral part of these financial statements.
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Blachford UK Limited
Statement of Cash Flows

for the Year Ended 31 October 2020

2020 2019
£ £
Cash flows from operating activities
(Loss)/profit for the year : (454,149) 46,508
Adjustments to cash flows from non-cash items
Depreciation and amortisation 231,387 231,845
Finance costs 85,482 103,069
Income tax expense (62,977) (28,985)
(190,257) 352,437
Working capital adjustments
(Increase)/decrease in stocks (459,519) 91,696
Increase in debtors (98,468) (383,807)
Increase in creditors 144,010 254,500
Cash generated from operations (604,234) 314,826
Income taxes received ' 60,985 -
Net cash flow from operating activities (543,249) 314,826
Cash flows from investing activities
Acquisitions of tangible assets ' (67,834) (36,064)
Proceeds from sale of tangible assets 9,650 17,075
Net cash flows from investing activities (58,184) (18,989)
Cash flows from financing activities
Interest paid (127,209) (84,422)
Repayment of bank borrowing (94,637) (188,241)
Payments to finance lease creditors (5,751) (24,995)
Proceeds from issuing preference shares, net of issue costs 651,179 -
Net cash flows from financing activities 423,582 (297,658)
Net decrease in cash and cash equivalents ' (177,851) (1,821)
Cash and cash equivalents at 1 November (179,507) (177,686)
Cash and cash equivalents at 31 October (357,358) (179,507)

The notes on pages 13 to 25 form an integral part of these financial statements.
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Blachford UK Limited
Statement of Cash Flows

for the Year Ended 31 October 2020 (continued)

Analysis of changes in net debt

At 1 Other At 31
November Cash flows non-cash October
2019 movements 2020
£ £ £ £

Cash and cash equivalents
Cash at bank and in hand 1,017 308 - 1,325
Overdrafts (180,524) (178,159) - (358,683)
(179,507)  (177,851) - (357,358)

Borrowings

Debt due within one year (259,890) (54,754) - (314,644)
Debt due after one year (1,657,837) 392,300 - (1,265,537)
Finance leases (4,390) 5,751 (14,896) (13,535)
Other borrowings (1,084,314)  (199,381) - (1,283,695)
(3,006,431) 143,916 (14,896) (2,877,411)
Total net funds/(debt) (3,185,938) (33,935) (14,896) "(3,234,769)

The notes on pages 13 to 25 form an integral part of these financial statements.
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Blachford UK Limited

Notes to the Financial Statements for the Year Ended 31 October 2020

1 Accounting policies

Statutory information

Blachford UK Limited is a private company, limited by shares, domiciled in England and Wales,
company number 06867435. The registered office is at Park Road, Holmewood Industrial Park,
Chesterfield, Derbyshire, S42 5UY.

Summary of significant accounting policies and key accounting estimates

The principal accounting policies applied in the preparation of these financial statements are set out
below. These policies have been consistently applied to all the years presented, unless otherwise
stated.

Statement of compliance

These financial statements were prepared in accordance with Financial Reporting Standard 102 'The
Financial Reporting Standard applicable in the UK and Republic of Ireland’. There were no material
departures from that standard.

Basis of preparation

These financial statements have been prepared using the historical cost convention except that as
disclosed in the accounting policies certain items are shown at fair value. The presentation currency is
United Kingdom pounds sterling, which is the functional currency of the company. The financial
statements are those of an individual entity.

Going concern

After due consideration of all relevant factors, including the current COVID-19 pandemic, the directors
have a reasonable expectation that the company has adequate resources to continue in operational
existence for the foreseeable future. Additionally, the company has obtained a letter of support from
the parent company acknowledging continued financial support for a period of not less than 12
months from the date of approval of these financial statements. Accordingly, the directors continue to
adopt the going concern basis in preparing the annual report and accounts.

Government grants

Grants that relate to the financing of projects to expand the operatlons of the business are amortised
over the expected useful economic lives of the assets or projects concerned. Grants relating to the
revenue expenditure are credited to income where receivable.

Exemption from preparing group accounts
The financial statements contain information about Blachford UK Limited as an mdnwdual company
and do not contain consolidated financial information as the parent of a group.

The company is exempt under section 405 of the Companies Act 2006 from producing consolidated
financial statements as its subsidiary undertakings would not have a material affect on the true and
fair view status of the financial statements.

The company is also exempt under section 401 of the Companies Act 2006 from the requirement to
prepare consolidated financial statements as it and its subsidiary undertakings are included by full
consolidation in the consolidated financial statements of its parent, 3702626 Canada Inc., a company
incorporated in Canada.
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Blachford UK Limited

Notes to the Financial Statements for the Year Ended 31 October 2020
(continued)

1 Accounting policies (continued)

Revenue recognition

Turnover comprises the fair value of the consideration received or receivable for the sale of goods
and provision of services in the ordinary course of the company’s activities. Turnover is shown net of
value added tax, returns, rebates and discounts. Income is recognised when goods have been
delivered to the customer such that risks and rewards of ownership have transferred to them.

Foreign currency transactions and balances

Transactions in foreign currencies are recorded at the exchange rate ruling at the date of the
transaction. Monetary assets and liabilities denominated in foreign currencies are retranslated at the
closing rates at the balance sheet date. Exchange differences on settled transactions are included in
the profit and loss account.

Key sources of estimation uncertainty

The preparation of the financial statements requires management to make judgements, estimates and
assumptions that affect the amounts reported for assets and liabilities as at the balance sheet date
and the amounts reported for revenues and expenses during the year. However, the nature of
estimation means that actual outcomes could differ from those estimates. The following estimates
have significant risk of causing a material adjustment to amounts recognised in the financial
statements: -

The annual depreciation charge for tangible fixed assets is sensitive to changes in the estimated
useful economic lives and residual values of those assets. The useful economic lives and residual
values are re-assessed annually. They are amended when necessary to reflect current estimates,
based on technological advancement, future investments, economic utilisation and the physical
condition of the assets. The depreciation policy for each class of asset is noted in these accounting
policies.

The company considers it necessary to consider the recoverability of the cost of stock and the
associated provisioning required. When calculating stock provisions, management consider the
nature, condition and age of the stock, as well as applying the assumptions around anticipated
saleability and future usage.

The company makes an estimate of the recoverable value of trade and other debtors. When
assessing impairment of trade and other debtors, management considers factors including the current
credit rating of the debtor, the ageing profile of the debt and historical experience.

Research and development

Research and development expenditure is written off as incurred, except that development
expenditure incurred on an individual project is carried forward when its future recoverability can
reasonably be regarded as assured. Any expenditure carried forward is amortised in line with group

policy.

Tax .

The tax expense for the period comprises current tax. Tax is recognised in profit or loss, except that a
change attributable to an item of income or expense recognised as other comprehensive income is
also recognised directly in other comprehensive income.

The current income tax charge is calculated on the basis of tax rates and laws that have been
enacted or substantively enacted by the reporting date in the countries where the company operates
and generates taxable income.
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Blachford UK Limited

Notes to the Financial Statements for the Year Ended 31 October 2020
(continued)

1 Accounting policies (continued)

Deferred tax is recognised in respect of all timing differences between taxable profits and profits
reported in the financial statements.

Unrelieved tax losses and other deferred tax assets are recognised when it is probable that they will
be recovered against the reversal of deferred tax liabilities or other future taxable profits.

Deferred tax is measured using the tax rates and laws that have been enacted or substantively
enacted by the reporting date and that are expected to apply to the reversal of the timing difference.

Tangible assets
Tangible assets are stated in the balance sheet at cost, less any subsequent accumulated
depreciation and subsequent accumulated impairment losses.

The cost of tangible assets includes directly attributable incremental costs incurred in their acquisition
and installation.

Depreciation
Depreciation is charged so as to write off the cost of assets, other than land and properties under
construction over their estimated useful lives, as follows:

Asset class Depreciation method and rate
Freehold property ' 2% straight line

Plant and machinery 10% to 50% straight line

Motor vehicles 25% straight line

Fixtures and fittings 10% to 50% straight line
Goodwill

Goodwill arising on the acquisition of an entity represents the excess of the cost of acquisition over
the company's interest in the net fair value of the identifiable assets, liabilities and contingent liabilities
of the entity recognised at the date of acquisition. Goodwill is initially recognised as an asset at cost
and is subsequently measured at cost less accumulated amortisation and accumulated impairment
losses. Goodwill is amortised on a straight line basis over its useful life, which the directors believe to
be 5 years.

intangible assets

Other intangible assets are stated in the balance sheet at cost, less any subsequent accumulated
amortisation and any subsequent accumulated impairment losses. All intangible fixed assets are
considered to have a finite useful life.

Amortisation
Amortisation is provided on intangible assets so as to write off the cost, less any estimated residual
value, over their useful life as follows:

Asset class ' Amortisation method and rate
Development costs 50% straight line

Intellectual property 10% straight line

Investments

Investments in equity shares which are not publicly traded and where fair value cannot be measured
reliably are measured at cost less impairment.
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Blachford UK Limited

Notes to the Financial Statements for the Year Ended 31 October 2020
(continued)

1 Accounting policies (continued)

Stocks

Stock is valued at the lower of cost and net realisable value, after due regard for obsolete and slow
moving stocks. Net realisable value is based on selling price less anticipated costs to completion and
selling costs. Cost of work in progress and finished goods includes all direct labour and an appropriate
proportion of fixed and variable overheads.

Leases

Leases in which substantially all the risks and rewards of ownership are retained by the lessor are
classified as operating leases. Payments made under operating leases are charged to profit or loss on
a straight-line basis over the period of the lease. Leases are classified as finance leases whenever
the terms of the lease transfer substantially all the risks and rewards of ownership to the lessee.

Assets held under finance leases are recognised at the lower of their fair value at inception of the
lease and the present value of the minimum lease payments. These assets are depreciated on a
straight-line basis over the shorter of the useful life of the asset and the lease term. The
corresponding fiability to the lessor is included in the balance sheet as a finance lease obligation.

Lease payments are apportioned between finance costs in the profit and loss account and reduction
of the lease obligation so as to achieve a constant periodic rate of interest on the remaining balance
of the liability.

Defined contribution pension obligation

Contributions to defined contribution plans are recognised as employee benefit expense when they
are due. If contribution payments exceed the contribution due for service, the excess is recognised as
a prepayment and amounts not paid are included as liabilities in the balance sheet. The assets of the
plan are held in independently administered funds separate from those of the company.

Financial instruments

Financial instruments are classified and accounted for, according to the substance of the contractual
arrangement, as financial assets, financial liabilities or equity instruments. An equity instrument is any
contract that evidences a residual interest in the assets of the company after deducting all of its
liabilities. Where shares are issued, any component that creates a financial liability of the company is
presented as a liability in the balance sheet. The corresponding dividends relating to the liability
component are charged as interest expense in the statement of comprehensive income.

2 Revenue

The analysis of the company's turnover for the year by market is as follows:

2020 2019

£ £

United Kingdom 4,536,330 5,886,194
Rest of Europe 3,475,331 4,073,924
Rest of the World 1,020,127 1,587,840
9,031,788 11,547,958
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Blachford UK Limited

Notes to.the Financial Statements for the Year Ended 31 October 2020

(continued)

3 Other operating income

The analysis of the company's other operating income for the year is as follows: .

2020 2019
£ £
Government grants - employment support grants 295,537 -
Government grants - business rates grant 10,000 -
305,537 -
4 Operating (loss)/profit
Arrived at after charging/(crediting):
2020 2019
£ £
Depreciation expense 213,130 216,095
Amortisation expense 22,500 22,500
Profit on disposal of property, plant and equipment (4,243) (6,750)
Foreign exchange gains (27,318) (10,248)
Operating lease expense - plant and machinery 14,161 14,485
Auditor's remuneration ' 10,500 10,200
5 Staff costs
The aggregate payroll costs (including directors' remuneration) were as follows:
2020 2019
£ £
Wages and salaries 2,671,791 2,796,242
Social security costs ' 238,030 252,990
Pension costs, defined contribution scheme 107,440 105,688
3,017,261 3,154,920

The average number of persons employed by the company (including directors) during the year,

analysed by category was as follows:

2020 2019

No. No.

Directors 2 2
Administration and support 18 22
Production 74 69
Sales 9 7
103 100
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Blachford UK Limited .

Notes to the Financial Statements for the Year Ended 31 October 2020
(continued)

6 Directors' remuneration

The directors' remuneration for the year was as follows:

2020 2019

£ £

Remuneration 193,935 211,944
Contributions paid to money purchase schemes 17,506 19,009
211,441 230,953

Overseas directors are remunerated through other group undertakings for services provided to the
company.

During the year the number of directors who were receiving benefits and share incentives was as
follows:

2020 2019
No. No.
Accruing benefits under money purchase pension scheme 2 2
In respect of the highest paid director:
2020 2019
£ £
Remuneration 106,272 121,182
Company contributions to money purchase pension schemes 9,603 10,886
115,875 132,068
7 Interest payable and similar expenses
2020 2019
£ £
Interest on bank overdrafts and borrowings 66,191 78,046
Interest on obligations under finance leases and hire purchase
contracts 482 1,843
Interest expense on other finance liabilities 18,809 23,180
85,482 103,069
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Blachford UK Limited

Notes to the Financial Statements for the Year Ended 31 October 2020
(continued)

8 Taxation

Tax charged/(credited) in the income statement

2020 2019
£ £
Current taxation
UK corporation tax (41,700) (12,000)
UK corporation tax adjustment to prior periods (11,277) (60,985)
(52,977) (72,985)
Deferred taxation
Arising from origination and reversal of timing differences - (8,920)
Arising from changes in tax rates and laws - 5,220
Arising from write-down or reversal of write-down of deferred tax
asset - 47,700
Total deferred taxation - 44,000
(52,977) (28,985)

The tax on profit before tax for the year is higher than the standard rate of corporation tax in the UK
(2019 - lower than the standard rate of corporation tax in the UK) of 19% (2019 - 19%)).

The differences are reconciled below:

2020 2019

£ £

(Loss)/profit before tax (507,126) 17,523
Corporation tax at standard rate : (96,354) 3,329
Effect of expense not deductible in determining taxable profit 4,070 4,285
Deferred tax expense relating to changes in tax rates or laws - 5,220
Effect of tax losses 65,368 71,204
Adjustment for prior periods (11,277) (60,985)
Effect of accelerated capital allowances 3,165 3,165
Adjustment for research and development (30,875) (49,400)
Other tax differences 12,926 (5,803)
Total tax credit (52,977) (28,985)
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Blachford UK Limited

Notes to the Financial Statements for the Year Ended 31 October 2020
(continued)

8 Taxation (continued)

Deferred tax
Deferred tax assets and liabilities

Asset
2020 £
Accelerated capital allowances (87,185)
Short term timing differences 1,853
Tax losses 85,332
Asset
2019 £
Accelerated capital aliowances (104,243)
Short term timing differences 1,741
Tax losses 102,502
Factors that may affect future tax charges
The company has estimated tax losses carried forward of £1,360,000 (2019 - £1,106,000).
9 Intangible assets
Development Intellectual
Goodwill costs property Total
£ £ £ £
Cost or valuation
At 1 November 2019 67,499 197,342 71,249 336,090
At 31 October 2020 67,499 197,342 71,249 336,090
Amortisation
At 1 November 2019 36,250 197,342 18,125 251,717
Amortisation charge 15,000 - 7,500 22,500
At 31 October 2020 51,250 197,342 25,625 274,217
Carrying amount
At 31 October 2020 16,249 - 45,624 61,873
At 31 October 2019 31,249 - 53,124 84,373
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10 Tangible assets

Cost or valuation
At 1 November 2019

Additions
Disposals

At 31 October 2020

Depreciation

At 1 November 2019
Charge for the year
Eliminated on disposal

At 31 October 2020
Carrying amount

At 31 October 2020
At 31 October 2019

Blachford UK Limited

Notes to the Financial Statements for the Year Ended 31 October 2020 (continued)

Furniture,
Freehold land fittings and Motor Plant and

and buildings equipment vehicles machinery Total
£ £ £ £ £

2,014,898 832,262 15,500 1,047,080 3,909,740

- 62,009 - 13,701 75,710
- (9,981) - - (9,981)

2,014,898 884,290 15,500 1,060,781 3,975,469
40,748 532,475 9,365 694,814 1,277,402
10,866 89,140 3,875 109,249 213,130
- (4,574) - - (4,574)

51,614 617,041 13,240 804,063 1,485,958
1,963,284 267,249 2,260 256,718 2,489,511
1,974,150 299,787 6,135 352,266 2,632,338
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Blachford UK Limited

Notes to the Financial Statements for the Year Ended 31 October 2020
(continued)

10 Tangible assets (continued)

included within the net book value of land and buildings above is £1,963,284 (2019 - £1,974,150) in
respect of freehold land and buildings. The carrying value includes £671,576 (2019 - £671,576) in
respect of freehold land which is not depreciated.

The company has applied the transitional arrangements of Section 35 of FRS 102 and used the
previous revaluation as deemed cost for certain plant and machinery. Such plant and machinery is
being depreciated from the valuation date. As the assets are depreciated or sold an appropriate
transfer is made from the revaluation reserve to retained earnings.

Assets held under finance leases and hire purchase contracts
The net carrying amount of tangible assets includes the following amounts in respect of assets held
under finance leases and hire purchase contracts:

2020 2019

£ £

Motor vehicles ) - 6,135
Furniture, fittings and equipment 7,220 -
7,220 6,135

Depfeciation charges in respect of assets held under finance lease and hire purchase contracts
amounted to £656 (2019 - £3,875).

11 Investments in subsidiaries, joint ventures and associates

2020 2019
£ £
Investments in subsidiaries - -
Subsidiaries ' £
Cost or valuation . '
At 1 November 2019 and 31 October 2020 2
Provision '
At 1 November 2019 and 31 October 2020 2

Carrying amount
At 31 October 2019 and 31 October 2020 -

The company owns 100% of the ordinary issued share capital of H&H Acoustics Limited and TMAT
Limited. Both subsidiaries are dormant companies. The registered office address for both subsidiaries
is Park Road, Holmewood industrial Park, Chesterfield, Derbyshire, S42 5UY.
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Blachford UK Limited

Notes to the Financial Statements for the Year Ended 31 October 2020

12 Stocks

Raw materials and consumables
Work in progress

Finished goods and goods for resale

(continued)

Finished goods stock includes tooling amounting to £517,344 (2019 - £189,252).

Impairment of inventories

The amount of impairment loss recognised against profit or loss is £24,981 (2019 - £38,403).

13 Debtors

Trade debtors
Other debtors
Prepayments
Income tax asset

14 Creditors

Due within one year

Bank borrowings

Bank overdrafts

Finance lease liabilities

Trade creditors

Amounts due to group undertakings
Social security and other taxes
Other payables

Accruals

Director's l1oan account

2020 2019

£ £
709,236 603,345
59,699 29,360
562,358 238,969
1,331,193 871,674
2020 2019

£ £
1,639,953 1,439,688
46,948 -
123,193 271,938
64,977 72,985
1,875,071 1,784,611
2020 2019

£ £
195,567 185,467
358,683 180,524
4,925 4,390
1,503,651 1,720,031
83,077 51,923
87,808 97,687
1,283,695 1,084,314
108,183 170,954
36,000 22,500
3,661,589 3,617,790
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Blachford UK Limited

Notes to the Financial Statements for the Year Ended 31 October 2020

(continued)

14 Creditors (continued)
2020 2019
£ £

Due after one year

Bank borrowings 941,536 1,046,273
Finance lease liabilities 8,610 -
Director's loan account . 41,500 64,188
Amounts due to group undertakings 282,501 547,376
1,274,147 1,657,837

Bank loans and overdrafts are secured by a fixed and floating charge over the assets of the company.
An invoice discounting facility of £1,283,695 (2019 - £1,084,314), included within other payables due
within one year, is secured on the book debts of the company.

Hire purchase and finance lease obligations are secured on the assets to which they relate.

Bank loans totalling £1,137,103 (2019 - £1,231,740) are secured by a fixed and floating charge over
the assets of the company.

Included within bank loans due after one year is £597,689 (2019 - £650,297) repayable in instalments

due after more than 5 years.

15 Pension and other. schemes

Defined contribution pension scheme

The company operates a defined contribution pension scheme. The pension cost charge for the year
represents contributions payable by the company to the scheme and amounted to £107,440 (2019 -
£105,688).

Contributions totalling £20,908 (2019 - £20,095) were payable to the scheme at the end of the year
and are included in creditors.

16 Share capital

Allotted, called up and fully paid shares

2020 2019
No. £ No. £
Ordinary shares of £1 each - 295,000 295,000 295,000 295,000
Preference shares of £1,000 each 1,754 1,754,000 675 675,000
296,754 2,049,000 295,675 970,000
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Blachford UK Limited

Notes to the Financial Statements for the Year Ended 31 October 2020
(continued)

16 Share capital (continued)

The ordinary shares have full voting, dividend and capital distribution rights, but do not confer ahy
rights on redemption.

The preference shares do not confer voting or dividend rights but confer a right of redemption which is
at the sole discretion of the directors.

New shares allotted
During the year 1,079 preference shares having an aggregate nominal value of £1,079,000 were
allotted for an aggregate consideration of £1,079,000.

17 Obligations under leases and hire purchase contracts

Finance leases

The total of future minimum lease payments is as follows:

2020 2019
£ £
Not later than one year 4,925 4,473
Later than one year and not later than five years 8,610 -
13,535 4,473
Operating leases

The total of future minimum lease payments is as follows:
2020 2019
: £ £
Not later than one year 5438 14,096
Later than one year and not later than five years 408 5,847
5,846 19,943

The amount of non-cancellable operating lease payments recognised as an expense during the year
was £14,161 (2019 - £14,485).

18 Related party transactions

The company has taken advantage of the exemptions available under FRS 102 not to disclose related
party transactions with wholly owned subsidiaries within the group.

19 Parent and ultimate parent undertaking

The company's immediate and uitimate parent undertaking is 3702626 Canada Inc, a company
incorporated in Canada.

The directors consider the ultimate controlling party to be J Blachford, a director of the company.
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