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CUSTOM INTERCONNECT LIMITED

STRATEGIC REPORT
FOR THE YEAR ENDED 30 JUNE 2022

Business review
The directors present their strategic report on the company for the year ended 30 June 2022.

With the Coronavirus pandemic behind us the business has been focussed on building its orderbook and
delivering on some extremely exciting R&D programmes and existing and new customers strong growth.

The business is now growing at over 30% CAGR driven by the multi million investment in people and
technological advancement as the microelectronic and advanced technology PCBA business booms. The
orderbook is at its highest ever level today, just short of £25m. Customers whom recognising the need to place
orders earlier due to increasing component lead times have largely had their stocks secured during this trading
period with stock growing to a record high of £4.5m during the period with significant customers and the
businesses cash resources going into supporting that. The semiconductor shortage is not expected to alleviate
in the foreseeable future but some components are now improving in lead time and product builds are increasing
as capagcity is built to support the uplift to over £30m sales in the coming period.

During the period and now into 2022/23 Custom Interconnect continues to grow its strategic customer base with
conlinued record levels of NP1 as it takes further market share from competition and establishes itself as the only
source for certain micro and power electronic technologies in the UK. Its strategy to be the first choice in the UK
for mission critical electronic and micro-electronic manufacturing, engineering and product delivery solutions was
further recognised by national awards such as the electronics industries “Manufacturer of the Year” and for
“Adding Customer value”. Sales for the year increased to £18.392 million (2021: £14.849 million) with an
operating profit before R&D of £3.546m (2021: operating profit before R&D of £2.421million). This ongoing
strong profit performance substantiates the Board's strategy of continued investment in its customer’'s product
manufacturing requirements, process capability and people development across high growth, high technology
markets which provide for strong growth in sales and contribution.

The board are confident of continued strong growth driven by the focus to provide leading edge electronic
technology solutions applying specialist engineering knowledge with world class manufacturing processes. The
new business sales come from significant ongoing investment in people and non-recurring engineering costs
(NRE). To support this the business has massively increased its engagement in leading edge R&D projects with
£10.7m committed over the next 3 years alongside Innovate UK funding support of up to 60% and will create 105
high quality engineering and manufacturing jobs at CIL’s Andover facilities.

The business has maintained its cash headroom during the year with its £4m ABN AMBRO facility and has
increased its capital finance facility with HSBC from £2.4m to £4.5m in support of the planned equipment growth.
In order to support further investment HSBC post year end has provided additional facilities of £4m in loans and
working capital. This investment supports the new projects in R&D and production, enabling the Board to have
confidence in the sales growth forecast of 50% per annum over the next two years. Growth on this scale
requires additional headcount and infrastructure including property and so the additional new factory in Andover
is in the final fit out stage with a total investment of £9.5m and providing an additional 45,000 sq. ft. of which,
18,000 sq. ft is a Class 10,000 clean room and 23,000 sq. ft advanced electronic manufacture PCBA production
space. '

In certain electronic manufacturing processes Custom Interconnect is now recognised as an industry leader,
namely in semi-conductor packaging; medical lab on chip and next generation Power module requirements
supporting Battery Electric Vehicles (BEV) for our roads, rail and the air, motor sport advancement, data centres,
power switching and control and renewable energy management. Our progress in developing the electronic
processing capability for SiC and GaN processing technology through muiltiple Innovate UK research projects is
leading to our engineering capability extending into design and design for manufacture workstreams for the
world's leading transportation OEM's. Over the next 12 months many of the NP projects we are working on will
turn into production requirements, traditionally what may have gone offshore is now destined to stay onshore as
the knowledge/capability mission criticality is differentiating and only sustainably commercially viable with support
from Custom Interconnect.

Page 1



CUSTOM INTERCONNECT LIMITED

STRATEGIC REPORT (CONTINUED)
FOR THE YEAR ENDED 30 JUNE 2022

The business has proved hugely successful over the past 5 years at establishing itself as the “First Choice” for
all its existing customers and in the development of advanced electronic technologies. Since the end of COVID
restrictions it has seen a further strengthening of the order book from existing and new customers as existing
product sales grow and the many new products which have been nurtured in our extensive NPl programme
come to fruition which puts the business in an excellent position for profitable, cash generative growth and
warrants the headcount and facilities expansion. Further-more we have continued to target acquisitions of
further customers from underperforming competitors, which continues to be a very successful strategy as the
market recognises our best-in-class service levels.

The business culture and investment roadmap are focussed on maximising delivery flexibility in supporting ever
changing and growing customer requirements as most drive for unprecedented levels of product development,
technical and engineering support in manufacturing higher technology mission critical electronic products.

The geographic sales mix of the business during the year remained lower than pre COVID levels of direct
international sales, however recent shifts in our international OEM customers demands will increase this,
particularly with the US and Europe as our service levels and value demonstrably exceed our international
competition. It should be remembered that nearly all the businesses customers are international mission critical
product suppliers. The Brexit deal has not adversely impacted sales and rather combined with uncertainties in
China has increased the onshoring to the UK/WEST and the pounds value supports Custom Interconnect as a
dependable and competitive source for global manufacturing solutions. The wider Connexion Technologies
group consisting of Castle Microwave Limited, Pure Electronics Limited, and Accura Engineering Limited with
unique mechanical, electronic manufacturing and RF/PCB supply chain capabilities has also weathered the
COVID/BREXIT storm well and although the Group sales reduced 20% in 2020/21 these have now bounced
back higher in 2021/22 and as a group we are forecast to grow to achieve record sales of £48m in June 2023
with a run-rate as we write this report of £54m forecast to deliver over £70m sales in the year to June 2024.

The capital investment plan of the business continues to be focussed on process differentiation ensuring a one
stop solution whiist maximising quality and right first-time delivery performance. This combined with continuous
IT investment in real time management information in support of complex customer technology, mix and variant
requirements has enabled the business to grow with a lower fixed cost base and headcount.

Custom Interconnect is hugely focussed on being the best it can at what it does. We have again been the
winner of the Insider South East UK business awards for “Manufacturer of the Year {(under £25m)"and hot off the
press we also secured in November 2022 “Manufaclurer of the Year” with the prestigious European Elektra
Awards supported by Electronics Weekly.

Custom Interconnect has now celebrated over 36 years of business and the board would like to thank its
customers for their ongoing trade, some of which have been with the company over 25 years. Furthermore, they
wish 1o recognise the commitment and resolve of the supplier base and employees who continue to aspire to be
the best in what we choose to lead the world in.

Custom Interconnect is committed to ESG and is invesling hard to increase its output on a minimal carbon
footprint, world leading standards being employed in the new factory infrastructure. We continue to be a socially
responsible employer and ensure we operate world leading systems and processes to improve productivity and
sustainability whilst responsibly governing the business in the interests of all stakeholders.
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CUSTOM INTERCONNECT LIMITED

STRATEGIC REPORT (CONTINUED)
FOR THE YEAR ENDED 30 JUNE 2022
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Principal risks and uncertainties

The principal risks and uncertainties facing the company includes:

. Material shortages and quality of component supply;
. Customer and staff retention;
. Product innovation and development.

The process of risk acceptance and risk management is addressed through a framework of policies, procedures
and internal controls. All policies are subject to Board approval and ongoing review by management.
Compliance with regulation, legal and ethical standards is a high priority for the company and each department
head takes on an important oversight role in this regard. The Audit Committee is responsible for satisfying itself
that a proper internal control exists to manage financial risks and that controls operate effectively.

Financial key performance indicators

The directors consider the Key Performance Indicators to be gross profit and profit before tax as disclosed in the
Profit and Loss Account.

This report was approved by the board on \Q“"W\\j &,23  and signed on its behall.
\3 a

C R Wri Hons), ACA

Director

N

ST et
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CUSTOM INTERCONNECT LIMITED
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DIRECTORS' REPORT
FOR THE YEAR ENDED 30 JUNE 2022

The directors present their rebort and the financial statements for the year ended 30 June 2022.
Directors’ responsibilities statement

The directors are responsible for preparing the Strategicf"?eport, 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;

. 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 adeqguate 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.
Results and dividends

The profit for the year, after taxation, amounted to £1,693 thousand (20217 - £952 thousand).

Directors

The directors who served during the year were:
J G Boston

C R Wright BA (Hons), ACA

P J Mitter

Disclosure of information to auditor

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

‘0 so far as the director is aware, there is no relevant audit information of which the Company's auditor is
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 auditor is aware of that information.
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CUSTOM INTERCONNECT LIMITED

DIRECTORS' REPORT (CONTINUED)
FOR THE YEAR ENDED 30 JUNE 2022

Auditor

The auditor, Crowe U.K. LLP, will be proposed for reappoiﬁtment in accordance with section 485 of the
Companies Act 2006. )

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

C R Wright
Director

Date: Q- dw\.} Ao 3

ons), ACA
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CUSTOM INTERCONNECT LIMITED
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INDEPENDENT AUDITOR'S REPORT TO THE MEMBERS OF CUSTOM INTERCONNECT LIMITED

Opinion

We have audited the financial statements of Custom Interconnect Limited (the ‘Company') for the year ended 30
June 2022, which comprise the Statement of comprehensive income, the Balance sheet, 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 the financial statements:

. give a true and fair view of the state of the Company's affairs as at 30 June 2022 and of its profit for the
year then ended; “

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

. have 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 United Kingdom, including
the Financial Reporting Council's Ethical Standard and we have fulfilled our other ethical responsibilities in
accordance with these requirements. We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our opinion.

Conclusions relating to going concern

In auditing the financial statements, we have concluded that the directors' use of the going concern basis of
accounting in the preparation of the financial statements is appropriate;

Based on the work we have performed, we have not identified any material uncertainties relating to events or
conditions that, individually or collectively, may cast significant doubt on the Company's ability to continue as a
going concern for a period of at least twelve months from when the financial statements are authorised for issue.

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

o Page 6



CUSTOM INTERCONNECT LIMITED

INDEPENDENT AUDITOR'S REPORT TO THE MEMBERS OF CUSTOM INTERCONNECT LIMITED
(CONTINUED)

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 contained
within the Annual Report. Our opinion on the financial statements does not cover the other information and,
except to the extent otherwise explicitly stated in our report, we do not express any form of assurance conclusion
thereon. Qur responsibility is to read the other information and, in doing so, consider whether the other
information is materially inconsistent with the financial statements or our knowledge obtained in the course of the
audit, or otherwise appears to be materially misstated. |f we identify such material inconsistencies or apparent
material misstatements, we are required to determine whether this gives rise to a material misstatement in the
financial statements themselves. [f, 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.
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 realisti¢ alternative but to do so.
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CUSTOM INTERCONNECT LIMITED
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INDEPENDENT AUDITOR'S REPORT TO THE MEMBERS OF CUSTOMINTERCONNECT LIMITED
(CONTINUED)
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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.

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:

We obtained an understanding of the legal and regulatory frameworks within which the company operates,
focusing on those laws and regulations that have a direct effect on the determination of material amounts and
disclosures in the financial statements. The laws and regulations we considered in this context were the
Companies Act 2006 and Taxation legislation.

We identified the greatest risks of material impact on the financial statements from irregularities, including fraud,
to be the override of controls by management and revenue recognition. Our audit procedures to respond to
management override risks included enquiries of management about their own identification and assessment of
the risks of irregularities, sample testing on the posting of journals and reviewing accounting estimates for
biases. Our audit procedures to respond to revenue recognition risks included sample testing a sample of
income across the year to agree to supporting documentation, and reviewing income received either side of the
year end to ensure this has been recognised correctly.

Owing to the inherent limitations of an audit, there is an unavoidable risk that we may not have detected some
" material misstatements in the financial statements, even though we have properly planned and performed our
audit in accordance with auditing standards. We are not responsible for preventing non-compliance and cannot
be expected to detect non-compliance with all laws and regulations.

These inherent limitations are particularly significant in the case of misstatement resulting from fraud as this may
involve sophisticated schemes designed to avoid detection, including deliberate failure to record transactions,
collusion or the provision of intentional misrepresentations.

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
Auditor's report.
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CUSTOM INTERCONNECT LIMITED

INDEPENDENT AUDITOR'S REPORT TO THE MEMBERS OF CUSTOM INTERCONNECT LIMITED

(CONTINUED)

Use of our report

This report is made solely to the Company’s members, as a body, in accordance with Chapter 3 of Part 16 of the
Companies Act 2006. Our audit work has been undertaken so that we might state to the Company's members
those matters we are required to state to them in an 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.

//?/{'.

Richard Baker (Senior statutory auditor)

for and on behalf of
Crowe U.K. LLP

Statutory Auditor

Aquis House

43-51 Blagrave Street
Reading

Berkshire

RG1 1PL .
Date: 12 January 2023
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CUSTOM INTERCONNECT LIMITED

STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED 30 JUNE 2022
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2022 2021
Note £ £000
Turnover 4 18,392 14,849
Cost of sales (12,191) (9,995)
Gross profit 6,201 4,854
Administrative expenses (4,819) (3,914)
Other operating income 5 545 257
Operating profit 6 1,927 1,197
djusted operating profit before research
nd development expenditure 3,546 2,421
{Research and development expenditure (1,619) (1,224)
[Total operating profit 1,927 1,197
Interest payable and similar expenses 10 (111) (77)
Profit before tax 1,816 1,120
Tax on profit 11 - (123) (168)
Profit for the financial year 1,693 952

There was no other comprehensive income for 2022 (2021:ENIL).

The notes on pages 13 to 25 form part of these financial statements.




CUSTOM INTERCONNECT LIMITED
REGISTERED NUMBER: 02026753

BALANCE SHEET
AS AT 30 JUNE 2022
2021
Note £000
Fixed assets .
Tangible assets 13 2,933 2,335
2,933 2,335
Current assets
Stocks 14 5,874 2,527
Debtors: amounts falling due within one year 15 9,607 8,557
Cash at bank and in hand 16 539 1,064
16,020 12,148

Creditors: amounts falling due within one
year 17 (10,102) (6,838)
Net current assets 5,918 5310
Total assets less current liabilities 8,851 7,645
Creditors: amounts falling due after more
than one year 18 (1,227) (1,385)
Provisions for liabilities
Deferred tax 19 (505) (334)

¢ (505) (334)
Net assets 7,119 5,926
Capital and reserves ‘
Called up share capital 20 130 130
Share premium account 82 82
Profit and loss account 6,907 5714

7,119 5,926

The financial statements were ap,

C R Wright BA (Hons), ACA
Director

Date: \Q“MA 2023

The notes on pages 13 to 25 form part of these financial statements.

ved and authorised for issue by the board and were signed on its behalf by:




CUSTOM INTERCONNECT LIMITED

STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 30 JUNE 2022

Share
Called up premium Profit and
share capital account loss account Total equity
£000 £000 £000 £000
At 1 July 2020 130 82 5,262 5,474
Comprehensive income for the year
Profit for the year - - 952 952
Total comprehensive income for the year - - 952 952
Contributions by and distributions to owners
Dividends: Equity capital - - (500) (500)
Total transactions with owners - - (500) (500)
At 1 July 2021 130 82 5,714 5,926
Comprehensive income for the year
Profit for the year - ey 1,693 1,693
Total comprehensive income for the year - - 1,693 1,693
Contributions by and distributions to owners
Dividends: Equity capital - - (500) (500)
Total transactions with owners - - (500) (500)
7,119

At 30 June 2022 130

The notes on pages 13 to 25 form part of these financial statements.

82 6,907
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CUSTOM INTERCONNECT LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2022

1.

General information

Custom Interconnect Limited (the "Company") is a private company incorporated, domiciled and
registered in England and Wales. The registered number is 02026753 and the registered address is CIL
House, Chariton Road, Andover, Hampshire SP10 3JL.

Accounting policies

2.1 Basis of preparation of financial statements

The financial statements have been prepared under the historical cost convention uniess 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 preparation of financial statements in compliance with FRS 102 requires the use of certain
critical accounting estimates. It also requires management to exercise judgment in applying the
Company's accounting policies (see note 3).

The following principa! accounting policies have been applied:
2.2 Financia! Reporting Standard 102 - reduced disclosure exemptions

The Company has taken advantage of the following disclosure exemptions in preparing these
financial statements, as permitted by the FRS 102 “The Financial Reporting Standard applicable in
the UK and Republic of Ireland":

. the requirements of Section 7 Statement of Cash Flows;
o the requirements of Section 3 Financial Statement Presentation paragraph 3.17(d);
o the requirements of Section 33 Related Party Disclosures paragraph 33.7.

This information is included in the consolidated financial statements of Connexion Technologies
Limited as at 30 June 2022 and these financial statements may be obtained from Companies House.

2.3 Going concern

The company has cash resources and has no requirement for external funding in excess of its
current facilities. The directors have a reasonable expectation that the company has adequate
resources to continue in operational existence for the foreseeable future. In making their assessment
the directors have considered the ability of the company to continue to service customers, the impact
on future revenues and cash collections and the financial position of the wider group. They continue
to believe the going concern basis of accounting appropriate in preparing the annual financial
statements.




CUSTOM INTERCONNECT LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2022

T

‘2. Accounting policies (continued)

24

25

26

2.7

2.8

Foreign currency translation

Functional and presentation currency

The Company's functional and presentational currency is 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 profit or loss except when deferred in other comprehensive income as
qualifying cash flow hedges.

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 profit or loss within ‘other operating income'.
Revenue

Turnover represents sales to external customers excluding value added tax. Sales are recognised at
the point at which the company has fulfilled its contracted obligations.

Operating leases: the Company as lessee

Rentals paid under operating leases are charged to profit or loss on a straight-line basis over the
lease term.

Benefits received and receivable as an incentive to sign an operating lease are recognised on a
straight-line basis over the lease term, unless another systematic basis is representative of the time
pattern of the lessee's benefit from the use of the leased asset.

Government grants

Grants are accounted under the accruals mode! as permitted by FRS 102. Government grants are
made up of income received under the Coronavirus Job Retention Scheme and are disclosed as
other operating income in the profit and loss account.

Finance costs

Finance costs are charged to profit or loss 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.

""Page 14



CUSTOM INTERCONNECT LIMITED

NOTES TO THE FINANCIAL STATEMENTS "
FOR THE YEAR ENDED 30 JUNE 2022

2. Accounting policies (continued)

2.9 Pensions
Defined contribution pension plan

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

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

2.10 Current and deferred taxation

The tax expense for the year comprises current and deferred tax. Tax is recognised in profit or loss
except that a charge attributable to an item of income and expense recognised as other
comprehensive income or to an item recognised directly in equity is also recognised in other
comprehensive income or directly in equity respectively.

The current income 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; and

. Any deferred tax balances are reversed if and when all conditions for retaining associated tax
allowances have been met.

Deferred tax balances are not recognised in respect of permanent differences except in respect of
business combinations, when deferred tax is recognised on the differences between the fair values of
assets acquired and the future tax deductions available for them and the differences between the fair
values of liabilities acquired and the amount that will be assessed for tax. Deferred tax is determined
using tax rates and laws that have been enacted or substantively enacted by the balance sheet date.

2.11 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.




CUSTOM INTERCONNECT LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2022

Accounting policies (continued)

2.11 Tangible fixed assets (continued)

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:

Long-term leasehold property - over the life of the lease
Plant and machinery - 6% to 33%
Motor vehicles - 25%

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 profit or loss.

2.12 Stocks

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

At each balance sheet date, stocks are assessed for impairment. If stock is impaired, the carrying
amount is reduced to its selling price less costs to complete and sell. The impairment loss is
recognised immediately in profit or loss.

2.13 Debtors

Short-term debtors are measured at transaction price, less any impairment. Loans receivable are
measured initially at fair value, net of transaction costs, and are measured subsequently at amortised
cost using the effective interest method, less any impairment.

2.14 Cash and cash equi\}alents

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.

2.15 Cfeditors

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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Accounting policies (continued)

2.16 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.

2.17 Financial instruments
The company holds only financial assets and financial liabilitiess of a kind that qualify as basic
financial instruments. Basic financial instruments include debtors and creditors. Debtors and creditors
are initially recognised at transaction value and subsequently measured at amortised cost. Financial
assets refer to fixed asset investments and debtor balances excluding prepayments, and financial
liabilities refer to all creditor balances excluding deferred income.

2.18 Dividends
Equity dividends are recognised when they become legally payable. Interim equity dividends are
recognised when paid. Final equity dividends are recognised when approved by the shareholders at
an annual general meeting.

Judgments in applying accounting policies and key sources of estimation uncertainty

The preparation of the financial stataments under FRS 102 requires management to make estimates and

assumptions which affect the financial statements. The key estimates and assumptions relate to the

following:
Stock obsolescence:
The company makes a provision for slow moving stock on a sliding scale basis that increases with the age

of stock, with all stock being typically fully written down after 3 years. This process requires the exercise
of judgement and is not just a mechanical process.
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Turnover

Analysis of turnover by country of destination:

2022 2021
£000 £000
United Kingdom 18,227 14,056
Rest of Europe 52 140
Rest of the world 114 653
18,393 14,849
Other operating income
2022 2021
' £000 £000
Coronavirus Job Retention Scheme grant - 99
Innovate UK grant funding 545 158
545 257
1
Operating profit
The operating profit is stated after charging:
2022 2021
£000 £000
Research & development charged as an expense 1,619 1,224
Exchange differences . (39) (52)
Other operating lease rentals : 118 154
Depreciation of tangible fixed assets - 788 484
Auditor's remuneration
2022 2021
£000 £000
Fees payable to the Company's auditor for the audit of the Company's
financial statements 20 19
Taxation compliance services 6 5
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Employees

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

2022 2021
£000 £000
Wages and salaries ] 4,234 3,878
Social security costs 462 403
Cost of defined contribution scheme 114 113
4,810 4,394
The average monthly number of employees, including the directors, during the year was as follows:
2022 2021
No. No.
Management 1 10
Administration * 1 2
Sales 6 6
Operations ) 118 113
136 131
Directors' remuneration
2022 2021
£000 £000
Directors' emoluments 286 273
Amounts paid to third parties in respect of directors' services 177 155
463 428

The highest paid director received remuneration of £199 thousand (2021 - £188 thousand).

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

highest paid director amounted to £NIL (20271 - £NIL).
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10.

Interest payable and similar expenses

Bank interest payable
Finance leases and hire purchase contracts

Taxation

Corporation tax

Current tax on profits for the year
Adjustments in respect of previous periods

Total current tax

Deferred tax

Origination and reversal of timing differences

Total defen;ed tax

Taxation on profit on ordinary activities

2022 2021
£000 £000
53 36
58 41
111 77
2022 2021
£000 £000
(24) (25)
(24) -
(48) (25)
(48) (25)
171 193
17 193
123 168

el walommsirov
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Taxation (continued)

Factors affecting tax charge for the year

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

2022 2021
£000 £000
Profit on ordinary activities before tax » 1,816 1,120
Profit on ordinary activities multiplied by standard rate of corporation tax in
the UK of 19% (2021 - 19%) 345 213
Etfects of:
Expenses not deductible for tax purposes, other than goodwill amortisation
and impairment ) 1
Capital allowances for year in excess of depreciation (79) A
Adjustments to tax charge in respect of prior periods (24) =
Effect of change in rate ‘ 65 83
Benefit of R&D expenditure (185) (128)

Total tax charge for the year 123 168

Factors that may affect future tax charges

The March 2021 Budget announced that the rate will‘increase from 19% to 25% from 1 April 2023 for
companies with taxable profits in excess of £250,000. For those businesses that have taxable profits
between £50,000 and £250,000 a margin rate relief scheme will be introduced to bridge the gap between
the 19% rate and 25% rate providing a gradual increase in rate throughout this band.

12. Dividends

2022 2021
£000 £000
Dividends: Equity capital 500 500

500 500
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13.

14,

Tangible fixed assets

Cost or valuation
At 1 July 2021
Additions

At 30 June 2022
Depreciation
At 1 July 2021

Charge for the year on owned assets
Charge for the year on financed assets

At 30 June 2022

Net book value

At 30 June 2022

At 30 June 2021

Long-term
leasehold Plant and Motor
property  machinery vehicles Total
£000 £000 £000 £000
84 6,114 18 6,216
11 1,374 - 1,385
95 7,488 18 7,601
78 3,786 16 3,880
5 124 2 131
- 657 - 657
83 4,567 18 4,668
12 2,921 = 2,933
6 2,327 2 2,335

The net book vaiue of tangible fixed assels includes an amount of £2,063,072 (2021: £1,791,918) in
respect of assets held under finance Ieases and hire purchase contracts.

Stocks

Raw materials and consumables .
Work in progress (goods to be sold)

2022 2021
£000 £000
4,432 1,184
1,442 1,343
5,874 2,527

I
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15.

16.

17.

Debtors
2022 2021
£000 £000
Trade debtors 2,886 2091
Amounts owed by group undertakings 6,260 6,260
Other debtors 74 25
Prepayments and accrued income 387 181
9,607 8,557
Cash and cash equivalents
2022 2021
£000 £000
Cash at bank and in hand 539 1,064
539 1,064
Creditors: Amounts falling due within one year
2022 2021
£000 £000
Bank loans 1,644 1,008
Payments received on account 1,050 =
Trade creditors . 2,950 1,662
Amounts owed to group undertakings 3,018 3,018
Other taxation and social security 411 260
Obligations under finance lease and hire purchase contracts 640 544
Other creditors 24 22
Accruals and deferred income 365 324
10,102 6,838

Bank loans are secured by a fixed and floating charge over the assets of the company and a cross
guarantee by other group companies. Amounts owed under finance leases are secured on the related

fixed asset.
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18.

19.

20.

21.

Creditors: Amounts falling due after more than one year

Net obligations under finance leases and hire purchase contracts

Deferred taxation

At beginning of year
Charged to profit or loss

At end of year

The provision for deferred taxation is made up as follows:

Accelerated capital allowances
Tax losses carried forward
Short term timing differences

Share capital

Allotted, called up and fully paid
129,942 (2021 - 129,942) Ordinary shares of £1.00 each

Capital commitments

2022 2021
£000 £000
1,227 1,385
1,227 1,385
2022

£000

(339)

(171)

(505)

2022 2021
£000 £000
(553) (368)
a5: 32

2 2
(506) - (334)
2022 2021
£000 £000
130 130

At 30 June 2022 capital commitments amounted to £2,321,139 (2021: £123,459). These represent
commitments for plant and machinery to be received in the year ended 30 June 2023.
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23.

24,

25.

S R T R T T——————

Pension commitments

The Company operates a defined contributions pension scheme. The assets of the scheme are held
separately from those of the Company in an independently administered fund. The pension cost charge
represents contributions payable by the Company to the fund and amounted to £113,920 (2021
£113,369). Contributions totalling £24,132 (2021: £21,860) were payable to the fund at the balance sheet
date and are included in creditors.

Commitments under operating leases

At 30 June 2022 the Company"had future minimum lease payments due under non-cancellable operating
leases for each of the following periods:

2022 2021
£000 £000
Not later than 1 year 153 118
Later than 1 year and not later than 5 years 451 450
Later than 5 years 1,103 1,208
1,707 1,776

In August 2022 the company entered into a new 15 year property lease commitment.

Related party transactions

The company has taken advantage of the exemption under FRS 102 not to disclose transactions with
other wholly owned group undertakings.

During the year management and consultancy charges were received from a company under common
control of £274,370 (2021: £271,117) of which £34,236 (2021: £Nil) was due at the year end.

" During the year the group made purchases of £2,805 (2021: £12,149) of which £3,366 (2021 £nil) was

due at the year end to companies under common control.

Controlling party

The company is a subsidiary of Custom Interconnect (Holdings) Limited, an intermediate holding
company, the ultimate parent company is Connexion Technologies Limited, which is incorporated in
England & Wales.

The largest and smallest group in which the results of the company are consolidated is that headed by
Connexion Technologies Limited, incorporated in England & Wales. The consolidated financial statements
of this company are available to the public and may be obtained from Companies House. No other group
financial statements include the results of the company.

At 30 June 2022 and during the period, the directors consider Mr C R Wright to be the ultimate controlling
party.




