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Report of the directors

The directors present their report and the financial statements for the year ended 31 December 2021.

Directors and their interests

The directors who served during the year were as follows:

J M Brimacombe

Dr E L Mayes

P S Keen

Dr ] R Gonzalez-Carvajal
D S Cummings

Directors’ and officers’ liability insurance

The Company maintains insurance cover for the directors and key personnel against liabilities which may
be incurred by them while carrying out their duties.

Financial risk management policies and objectives

The Group manages its key financial risks, further details of which are provided in note 24, as follows:

Liquidity risk

The Group seeks to manage liquidity risk by generating revenue, managing operating costs and raising
additional equity to ensure that it has sufficient liquidity to meet forecast cash requirements and accelerate
its investment in research and development and commercialisation plans.

Currency risk

The Group has distribution agreements in place to sell its products globally, with pricing for all these
agreements in sterling. In addition, the majority of the Group’s expenditure is in sterling, mitigating the
level of currency risk.

Credit risk

The Company has appointed distributors for the sale of products in its initial markets and therefore credit
risk is concentrated in a small number of large multinational entities with whom the Group works closely,
mitigating the level of credit risk.

Research and development
The Group’s investment in research and development amounted to £4,534,889 (2020: £3,155,030), all of
which has been expensed in the year.

Future developments -
The Group plans to continue to invest in the development and commercialisation of its technologies.

The Directors are taking appropriate action to monitor, address and mitigate the major uncertainties facing
the business arising from the impact of Covid-19 on the global economy. See note 2 for further details
about the Directors’ review of the impact of Covid-19.
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Report of the directors (continued)

Directors’ responsibilities for the financial statements

The directors are responsible for preparing the Report of the Directors and Strategic 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 consolidated financial statements in accordance with UK-adopted
" international accounting standards and have elected to prepare the Parent Company financial statements in
accordance with United Kingdom Generally Accepted Accounting Practice (United Kingdom Accounting
Standards and applicable laws including FRS 101 Reduced Disclosure Framework). Under Company Law
the directors must not approve the financial statements unless they give a true and fair view of the state of
affairs and profit or loss of the Company and Group for that period. In preparing these financial statements,
the directors are required to: :

e Select suitable accounting policies and apply them consistently

e Make judgements and estimates that are reasonable and prudent

e Prepare the financial statements on the going concern basis unless it is inappropriate to presume
that the Company or Group will continue in business

e State whether applicable UK Accounting Standards have been followed, subject to any material
departures disclosed and explained in the Group financial statements.

e State whether applicable UK Accounting Standards have been followed, subject to any material
departures disclosed and explained in the Parent Company financial statements.

The directors are responsible for keeping adequate accounting records that are sufficient to show and
explain the Group’s transactions and disclose with reasonable accuracy at any time the financial position of
the Group 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 Group and hence for taking reasonable steps
for the prevention and detection of fraud and other irregularities.

The directors confirm that:
* so far as each director is aware, there is no relevant audit information of which the Company’s
auditor are unaware; and
* the directors have taken all steps that they ought to have taken as directors to make themselves
aware of any relevant audit information and to establish that the auditors are aware of that
information.

Auditors

The auditor, Grant Thornton UK LLP, will be proposed for reappointment in accordance with section 485
of the Companies Act 2006.

Approved by the Board of Directors and signed on behalf of the Board on 28 Aprll, 2022

=

Director
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Strategic Report
Principal activities

The principal activity of the Group in the year under review was that of research, development and sales
of medical devices, along with the development of associated manufacturing processes with its partners
and the filing of associated intellectual property.

Business review

The Group’s current products are the Sentimag®, Magseed® and Magtrace®. The Sentimag consists of a
handheld probe and base unit that guides clinicians to tissue of interest during surgery. Magseed and
Magtrace are two single-use consumables that are specific to standard procedures used primarily in the
management of breast cancer.

During the year under review, access to hospitals and general sales and marketing activity remained limited
due to the continued COVID-19 pandemic. However, a transition to virtual training and customer
engagement, alongside a continued capital acceleration programme, resulted in increased capital placements
in North America and Europe yielding strong annual sales growth of 59% over 2020. In March,
Endomagnetics Ltd (“Endomag™) was highlighted as one of the Financial Times “FT 1000: Europe’s
Fastest Growing Companies of 2021 and was the 7t highest rated healthcare company featured.

In the UK, the National Institute for health and Care Excellence (NICE) recognised the Magtrace and
Sentimag platform in a Medtech Innovation Briefing (MIB). This followed the prior year’s briefing on
Magseed and is designed to inform NHS planning and decision-making to provide better patient care and
accelerate innovation. In the US, the Group ran a “#SaveOurNodes” campaign regarding a novel surgical
technique that gives up to 80% of high-risk ductal carcinoma in-situ (DCIS) patients the option to avoid
an unnecessary lymph node surgery. Magtrace is the only technology that can support this “delayed sentinel
lymph node biopsy” technique, and the campaign helped to drive a 220% increase in Magtrace sales over
2020.

Total revenue for the year increased to £15,275,539 with the associated gross margin decreasing to 70%.
Endomag’s installed base of Sentimags increased by 43% to 852 systems globally and treated 225,000
cumulative breast cancer patients in over 800 hospitals in over 45 countries.

Just prior to the year under review, Endomag confirmed that it would not renew its agreement with its
EMEA distribution partner, Sysmex GmbH, leading to the expiry of the agreement on December 31,
2022. The Group indicated its intention to transition to direct sales in the UK and other high value markets
and appoint independent distributors in other active markets. As a result, Endomagnetics GmbH was
incorporated in Frankfurt, Germany on 12 October 2021 to facilitate operations in EMEA. To support this
major transition, the Company also started expanding its team across all functions and, during 2021,
increased by a net 30 staff (64 UK, 7 US) representing a total increase of 73% on 2020 (35 UK, 6 US). To
support the growing team, Endomag relocated to larger headquarters on the Cambridge Science Park, with
warehouse and repair centre space to support the transition from January 2023.

During 2021, Endomag’s team advanced development of the next generation Sentimag and Magseed and
submitted them for regulatory approval by the FDA. The Group expects to launch these new products in
the USA following FDA 510(k) approval during 2022. In the process of innovating these new products,
16 patents were granted (a 36% increase over our existing patent base), taking the Group’s total to 60
granted/allowed patents across 23 patent families.

Marking Breast Cancer Awareness month in October, Endomag launched the “#MagTeam Around the
World Challenge” to help raise funds for two breast cancer patient charities — the ASBrS Foundation and
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Strategic Report (continued)

Business review (continued)

the Lymphatic Education and Research Network (LE&RN) — by running, walking and cycling over 25,000
miles during the course of the month. More than 400 physicians, hospital technicians, patients and
Endomag employees participated to reach 28,968 miles, raising a total of $25,000 for the charities. Also,
during October, the Company successfully passed recertification audits for ISO-13485 and MDSAP with
zero nonconformities.

In December, the Group celebrated its “Queen’s Award for Enterprise: International Trade 2021” in
conjunction with a grand opening of its new headquarters. The award was the Group’s second following
a Queen’s Award for Enterprise: Innovation in 2018.

Key performance indicators
Key performance indicators focused on by the Group are:

2021 2020 Change
Revenue £15,275,539 £9,755,774 +57%
Gross Margin ] 70% 72% -2%
EMEA Installed Base 462 339 +36%
North America Installed Base 366 232 +58%
RoW Installed Base 24 23 +4%
Cash Balance £14,034,079 £17,492,663 -20%

Risk management policies
The principal risks and uncertainties of the Group, the status of which are monitored by management, are
as follows:

Technology development risk
The Group’s revenue is dependent on delivering new technologies to the medical device market. The Group
employs teams of experts to ensure the successful development of its technologies.

Competitive technology risk
The market for the provision of medical devices is competitive. Our focus is to work with industry leaders
to ensure our investment in product development meets unmet needs.

Regulatory risk

The Group’s products are not uniformly available in all of its sales territories, and regulatory approvals are
pending. The Group continues to pursue additional approvals for all of its products in all of its existing
territories and new territories, but regulatory approvals are not guaranteed.

Intellectual proprietary rights risk
The Group’s Intellectual Property may be at risk given the competitiveness of the medical device market.
The Group continues to invest in protecting its IP globally.
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Strategic Report (continued)

Risk management policies (continued)

Attracting and retaining talent
The Group needs to continue to grow and employ additional resource to maximise its potential impact in
the market. The contribution made by highly skilled and dedicated staff has been, and will continue to be,

essential to our future success.

Liquidity

The Group expects that it will continue to incur losses in the near term whilst its technology and the market
matures and continued investment in R&D is made. The Board regulatly review the cashflow requirements
of the Group to ensure it operates with sufficient capital to pursue its business objectives.

Approved by the Board of Directors and signed on behalf of the Board on 28 Aprll, 2022

=

Director
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Independent auditot’s report to the members of
Endomagnetics Limited

Opinion

We have audited the financial statements of Endomagnetics Limited (the ‘Parent Company’) and its
subsidiaries (the ‘Group’) for the year ended 31 December 2021 which comprise the consolidated statement
of comprehensive income, the consolidated statement of financial position, the Parent Company statement
of financial position, the Group statement of changes in equity, the Parent Company statement of changes
in equity, the consolidated statement of cash flows and notes to the financial statements, including a
summary of significant accounting policies. The financial reporting framework that has been applied in the
preparation of the Group financial statements is applicable law and UK-adopted international accounting
standards. The financial reporting framework that has been applied in the preparation of the Parent
Company financial statements is applicable law and United Kingdom Accounting Standards, including
Financial Reporting Standard 101 ‘Reduced Disclosure Framework’ (United Kingdom Generally Accepted
Accounting Practice). ‘

In our opinion:

o the financial statements give a true and fair view of the state of the Group’s and of the Parent
Company’s affairs as at 31 December 2021 and of the Group’s loss for the year then ended;

e the Group financial statements have been properly prepared in accordance with UK-adopted
international accounting standards;

o the Parent Company financial statements have been properly prepared in accordance with United
Kingdom Generally Accepted Accounting Practice; and

e the financial statements 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
Group and the Parent Company in accordance with the ethical requirements that are relevant to our audit
of the financial statements in the UK, including the 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 are responsible for concluding 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 Group’s and the Parent 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 report to the related disclosures in the financial statements or, if such disclosures are
inadequate, to modify the auditor’s opinion. Our conclusions are based on the audit evidence obtained up
to the date of our report. However, future events or conditions may cause the Group or the Parent Company
to cease to continue as a going concern.

In our evaluation of the directors’ conclusions, we considered the inherent risks associated with the Group’s
and the Parent Company’s business model including effects arising from macro-economic
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Independent auditor’s report to the members of
Endomagnetics Limited (continued)

Conclusions relating to going concemn (continued)

uncertainties such as Brexit and Covid-19, we assessed and challenged the reasonableness of estimates made
by the directors and the related disclosures and analysed how those risks might affect the Group’s and the
Parent Company’s financial resources or ability to continue operations over the going concern period.

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 Group’s and the Parent
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.

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.

The responsibilities of the directors with respect to going concern are described in the ‘Responsibilities of
directors for the financial statements’ section of this report.

Other information

The directors are responsible for the other information. The other information comprises the information
included in the annual report, other than the financial statements and our auditor’s report thereon. Our
opinion on the financial statements does not cover the other information and, except to the extent othermse
explicitly stated in our report, we do not express any form of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other information
and, in doing so, consider whether the other information is materially inconsistent with the financial
statements or our knowledge obtained in the audit or otherwise appears to be materially misstated. If we
identify such material inconsistencies or apparent material misstatements, we are required to determine
whether there is a material misstatement in the financial statements or a material misstatement of the other
information. If, based on the work we have performed, we conclude that there is a material misstatement
of this other information, we are required to report that fact.

We have nothing to report in this regard.

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

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

e the strategic report and the directors’ report have been prepared in accordance with applicable legal
requirements.

Matter on which we are required to report under the Companies Act 2006

In the light of the knowledge and understanding of the Group and the Parent 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.
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Independent auditor’s report to the members of
Endomagnetics Limited (continued)

Matters on which we are required to report by exception

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 by the Parent Company, or returns adequate for our
audit have not been received from branches not visited by us; or

¢ the Parent Company financial statements are not in agreement with the accounting records and
returns; or

e 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 for the financial statements

As explained more fully in the directors’ responsibilities statement, 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 Group’s and the Parent
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 Group or
the Parent 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 etror, 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.

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.

Explanation as to what extent the audit was considered capable of detecting
irregularities, including fraud

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. Owing to the inherent limitations of an audit, there is an unavoidable risk that
material misstatements in the financial statements may not be detected, even though the audit is properly
planned and performed in accordance with the ISAs (UK).
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Independent auditor’s report to the members of
Endomagnetics Limited (continued)

Explanation as to what extent the audit was considered capable of detecting
irregularities, including fraud (continued)
The extent to which our procedures are capable of detecting irregularites, including fraud is detailed below:

We obtained an understanding of the legal and regulatory frameworks that are applicable to the
Parent Company and the Group and the industry in which they operate. We determined that the
following laws and regulations were most significant: UK-adopted international accounting
standards, Companies Act 2006, Employment Law, H&S, Data Security and Protection Act, Medical
Device Regulatory Requirements, Sunshine Act and Anti-Kickback Scheme;

We obtained an understanding of how the Parent Company and the Group is complying with those
legal and regulatory frameworks by making inquiries of management. We corroborated our inquiries
through our review of board minutes;

We enquired of management whether they were aware of any instances of non-compliance with laws
and regulations or whether they had any knowledge of actual, suspected or alleged fraud. We
corroborated this through our review of professional and legal fees incurred during the year;

These audit procedures were designed to provide reasonable assurance that the financial statements
were free from fraud or error. The risk of not detecting a material misstatement due to fraud is higher
than the risk of not detecting one resulting from error and detecting irregularities that result from
fraud is inherently more difficult than detecting those that result from error, as fraud may involve
collusion, deliberate concealment, forgery or intentional misrepresentations. Also, the further
removed non-compliance with laws and regulations is from events and transactions reflected in the
financial statements, the less likely we would become aware of it;

We completed audit procedures to conclude on the compliance of disclosures in the financial
statements with applicable financial reporting requirements;

We communicated relevant laws and regulations and potential fraud risks to all Group engagement
team members and remained alert to any indications of fraud or non-compliance with laws and

regulations throughout the audit;

We assessed the susceptibility of the Parent Company’s and the Group’s financial statements to
material misstatement, including how fraud might occur. Audit procedures performed by the Group
engagement team included:

o identifying and assessing the design effectiveness of controls management has in place to
prevent and detect fraud;

e challenging assumptions and judgements made by management in making its significant
accounting estimates;

e identfying and testing journal entries, in particular any large or unusual journal entries recorded
in the general ledger and other adjustments made in the preparation of the financial statements;
and

®  assessing the extent of compliance with direct laws and regulations that may have an effect on
the determination of the amounts and disclosures in the financial statements.
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Independent auditor’s report to the members of
Endomagnetics Limited (continued)

Explanation as to what extent the audit was considered capable of detecting
irregularities, including fraud (continued)

Assessment of the competence and capabilities of the engagement team included consideration of the
engagement team’s:

- understanding of, and practical experience with audit engagements of a similar nature and
complexity through appropriate training and participation

- knowledge of the industry in which the client operates; and
- understanding the legal and regulatory requirements specific to the entity.

® It is the Group audit engagement partner’s assessment that the Group audit engagement team
collectively had the appropriate competence and capabilities to identify or recognise non-compliance
with laws and regulations;

e We completed audit procedures to conclude on the compliance of disclosures in the annual report
and financial statements with applicable financial reporting requirements.

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.

Paul Brown

Senior Statutory Auditor

for and on behalf of Grant Thornton UK LLP
Statutory Auditor, Chartered Accountants
Cambridge

Date: 29/4/2022
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Consolidated statement of comprehensive income

Revenue
Cost of sales

Gross profit
Administrative expenses
Operating loss

Interest receivable and similar income
Interest payable and expenses

Loss before tax
Tax on loss
Loss for the year

Other comprehensive income for the year
Exchange differences on translating foreign operations

Total comprehensive loss for the year

12

2021 2020

Notes £ £
5 15,275,539 9,755,774
(4,556,859) (2,695,890)
10,718,680 7,059,884
(14,843,551) (9,432,966)
6 (4,124,871) (2,373,082)
8,543 8,140
9 (178,817) (45,755)

(4,295,145) (2,410,697)

10 1,226,319 823,437
(3,068,826) (1,587,260)
1,440 (1,045)
(3,067,386) (1,588,305)

The accompanying accounting policies and notes form part of these financial statements.
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Consolidated statement of financial position

13

2021 2020
Notes £ £
Non current assets
Property, plant & equipment 11 6,286,630 933,244
Other non current assets - 57,250
6,286,630 990,494
Current assets
Inventories 12 754,843 848,005
Trade and other receivables 13 2,250,444 2,007,145
Tax recoverable 1,236,266 824,000
Cash and cash equivalents 14 14,034,079 17,492,663
18,275,632 21,171,813
Total assets 24,562,262 22,162,307
Current liabilities
Trade and other payables 15 (3,377,635) (1,718,990)
Deferred income 16 - (143,396)
(3,377,635) (1,862,386)
Non current liabilities
Lease liability 20 (4,412,638) (460,546)
(4,412,638) (460,546)
Net assets 16,771,989 19,839,375
Equity
Share capital 18 18,672 18,672
Share premium 31,941,775 31,941,775
Retained earnings (15,189,684) (12,120,857)
Translation reserve 1,226 (215)
16,771,989 19,839,375

Approved by the Board of Directors and signed on behalf of the Board on 28 Aprﬂ’ 2022

=

Dr E L Mayes
Director

The accompanying accounting policies and notes form part of these financial statements.
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Parent Company statement of financial position

Company registration number: 06227698 :
: 2021 2020

Notes £ £
Non current assets
Property, plant and equipment 11 6,286,630 933,244
Investments 21,601 1
Other non current assets - 57,250
6,308,231 990,495
Current assets .
Inventories 12 754,843 848,005
Trade and other receivables 13 2,236,595 2,007,145
Tax recoverable 1,236,266 824,000
Cash and cash equivalents 14 13,878,244 17,412,855
18,105,948 21,092,005
Total assets 24,414,178 22,082,500
Current liabilities
Trade and other payables 15 (3,330,329) (1,648,069)
Deferred income 16 - (143,396)
(3,330,329) (1,791,465)
Non current liabilities
Lease liability 20 (4,412,638) (460,546)
(4,412,638) (460,546)
Net assets 16,671,212 19,830,489
Equity
Share capital 18 18,672 18,672
Share premium 31,941,775 31,941,775
Retained earnings (15,289,235) (12,129,958)
16,671,212 19,830,489

As permitted by Section 408 of the Companies Act 2006, the Company has elected not to present its own
profit and loss account for the year. Endomagnetics Limited reported a loss for the financial year ended 31
December 2021 of £3,159,277 (2020: £1,591,122).

Approved by the Board of Directors and signed on behalf of the Board on 28 Aprﬂ, 2022

=

Dt E L Mayes
Director

The accompanying accounting policies and notes form part of these financial statements.
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Statement of changes in equity
For the Year Ended 31 December 2021

Group Share Share Retained  Translation
capital premium earnings reserve  Total equity
£ £ £ £ £
Balance at 1 January 2021 18,672 31,941,775  (12,120,858) (214) 19,839,375
Comprehensive income for the year
Loss for the year - - (3,068,826) - (3,068,826)
Translation difference - - - 1,440 1,440
Total comprehensive loss for the - - (3,068,826) 1,440 (3,067,386)
year
Shares issued during the year - - - - -
Share-based payments - - - - -
Total transactions with owners - - - - -
Balance at 31 December 2021 18,672 31,941,775  (15,189,684) 1,226 16,771,989
Statement of changes in equity
For the Year Ended 31 December 2020
Group Share Share Retained  Translation
capital premium earnings reserve  Total equity
L £ £ £ £
Balance at 1 January 2020 15,346 16,562,103 (10,533,616) 830 6,044,663
Comprehensive income for the year
Loss for the year - - (1,587,260) - (1,587,260)
Translation difference - - - (1,045) (1,045)
Total comprehensive income for ‘ - - (1,587,260) (1,045) (1,588,305)
the year
Shares issued during the year 3,326 15,379,672 - - 15,382,998
Share-based payments - - 19 - 19
Total transactions with owners 3,326 15,379,672 19 - 15,383,017
Balance at 31 December 2020 18,672 31,941,775  (12,120,858) (214) 19,839,375

The accompanying accounting policies and notes form part of these financial statements.
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Statement of changes in equity
For the Year Ended 31 December 2021

Company Share Share Retained
capital premium earnings-  Total equity
£ £ £ £
Balance at 1 January 2021 18,672 31,941,775 (12,129,958) 19,830,489
Comprehensive income for the year
Loss for the year - - (3,159,277) (3,159,277)
Total comprehensive loss for the - - (3,159,277) (3,159,277)
year
Shares issued during the year - - - -
Share-based payments - - - -
Total transactions with owners - - - -
Balance at 31 December 2021 18,672 31,941,775  (15,289,235) 16,671,212
Statement of changes in equity
For the Year Ended 31 December 2020
Company Share Share Retained :
capital premium earnings Total equity
£ £ £ £
Balance at 1 January 2020 15,346 16,562,103 (10,538,854) 6,038,595
Comprehensive income for the year
Loss for the year - - (1,591,122) (1,591,122)
Total comprehensive income for - - (1,591,122) (1,591,122)
the year
Shares issued during the year 3,326 15,379,672 - 15,382,998
Share-based payments - - 19 19
Total transactions with owners 3,326 15,379,672 19 15,383,017
Balance at 31 December 2020 18,672 31,941,775  (12,129,958) 19,830,489

The accompanying accounting policies and notes form part of these financial statements.
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Consolidated statement of cash flows

2021 2020
Notes £ L
Cash consumed in operations

Operating loss (4,124,871) (2,373,082)
Adjustments 19 447,331 204,983
Net changes in working capital 19 1,112,494 (622,145)
(2,565,046) (2,790,244)
Tax received 814,053 651,953
Cash outflow from operating activities (1,750,993) (2,138,291)

Investing activities
Additions to property, plant and equipment (1,452,834) (193,592)
Interest recetved 7,154 12,353
Cash outflow from investing activities (1,445,680) (181,239)

Financing activities
Proceeds from share issues - 15,382,998
Repayment of lease liabilities 20 (263,351) (153,627)
Cash inflow from financing (263,351) 15,229,372
Net changes in cash and cash equivalents (3,460,024) 12,909,842
Foreign exchange on cash balances 1,440 (1,046)
Cash and cash equivalents, beginning of year 17,492,663 4,583,867
Cash and cash equivalents, end of year 14,034,079 17,492,663

The accompanying accounting policies and notes form part of these financial statements.
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Notes to the financial statements

1 General information

Endomagnetics Limited is a private limited company and is incorporated and domiciled in the UK. The
address of its registered office is given on page 1.

2 Summary of significant accounting policies

Basis of accounting

These financial statements have been prepared in accordance with UK-adopted international accounting
standards. The consolidated financial statements incorporate the results of the Company and its
subsidiaries. The subsidiaries are entities over which the Company has the power to govern financial and
operating policies so as to obtain benefits from its activities.

These financial statements have been prepared under the historical cost convention basis except for share-
based payments that are measured at fair value through the statement of comprehensive income.

Basis of preparation
The Company financial statements have been prepared in accordance with FRS 101. The Company has
taken advantage of the following disclosure exemptions under FRS 101:

a) Financial Instruments disclosures, given that equivalent disclosures are included in the consolidated
financial statements of the Group in which the entity is consolidated.

b) Fair Value Measurement disclosures.

c) Certain disclosures required by IAS 1 Presentation of Financial Statements, including certain
comparative information in respect of share capital movements.

d) Statement of Cash Flows and related notes. :

e) Related Party Disclosures relating to key management personnel compensation.

f) Disclosure of related party transactions entered into between two or more members of a Group,
given that any subsidiary which is a party to the transaction is wholly owned by such a member.

g) Capital management disclosures.

Going Concern
The Group incurred a loss after tax of £3,068,826 for the year ended 31 December 2021 (2020: loss of
£1,587,260). At the end of reporting period, the Group had cash of £14,034,079 (2020: £17,492,663).

The Group has continued to monitor, address and mitigate the uncertainties facing the business due to the
ongoing impact of Covid-19 during 2021, although the impact has significantly reduced compared to 2020.
Due to the nature of the business, surgeons can utilise the installed base of Sentimag units and the business
expects to be able to fully support these with the continued supply of consumables. New sales to
distributors may be delayed if access to hospitals is restricted due to Covid-19 however, this risk has
diminished significantly during the year as treatment of cancer patients returns to similar levels seen pre-
pandemic.

The Board has prepared detailed financial projections for the period to 31 December 2023 to consider the
potential impact of the coronavirus epidemic and other external factors, such as supply chain challenges,
on the forecast revenues and cashflows expected to be generated by the business. Based on these plans, the
directors consider that the existing cash runway is adequate for the Group to continue in operational
existence without further equity funding being required. However, a bank facility remains an attractive
option if additional cash is required to mitigate supply chain risk or manage the change in the business
model to adopting a direct sales team in the UK and select markets in EMEA in 2023. Having considered

The accompanying accounting policies and notes form part of these financial statements.
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2 Summary of significant accounting policies (continued)

Going Concern (continued)
these factors, the directors believe that it is appropriate to prepare the financial statements on a going
concern basis. .

Revenue

Revenue (excluding VAT) from the sale of instrumentation and consumables is recognised to the extent
that it is probable that the economic benefits will flow to the Group and the revenue can be reliably
measured. Revenue is measured at the fair value of the consideration received or receivable, after discounts
and rebates, excluding VAT and other sales taxes. Revenue is recognised when the Group satisfies
performance obligations by transferring the promised goods to its customers.

Capital or consumable products are occasionally delivered at a discounted price where it is viewed
commercially attractive to do so.

On a case-by-case basis, the Group offers potential rebates based on future sales activity to enable the
distributor to supply products to end users at a more competitive price, accelerating the end user adopting
the Group’s technology. All products are initially supplied at the full agreed sales price at the point of
delivery, with revenue being recognised, and a subsequent rebate for the agreed amount is retrospectively
issued once end users purchase the products from the distributor.

Revenue from exclusivity fees from distributors is deferred and recognised over the minimum period of
the distributor agreement on a straight-line basis.

Property, plant and equipment

Property, plant and equipment are stated at cost, net of accumulated depreciation and any provision for
impairment of value. Depreciation is provided on all property, plant and equipment, at rates calculated to
write off the cost, less estimated residual value, of each asset on a straight-line basis over its expected
economic useful life. Assets under construction are not depreciated untl they are brought into use.
Depreciation is recognised within operating expenses within the income statement.

The principal annual rates used for this purpose are:

Plant & Machinery - 33% on cost
Fixtures & Fittings - 20% on cost
Computer Equipment - 33% on cost
Office Building - over the lease term
Leasehold Improvements - over the lease term

The gain or loss arising on the disposal or retirement of an asset is determined as the difference between
the sales proceeds and the carrying amount of the asset and is recognised in the statement of comprehensive
income.

Impairment testing of property, plant and equipment

At end of each reporting period, the Group reviews the carrying amounts of its property, plant and
equipment to determine whether there is any indication that those assets have suffered any impairment. If
any such indication exists, the recoverable amount of the asset (being the higher of fair value less costs to
sell and value in use) is estimated in order to determine the extent of any impairment. Any impairment loss
is recognised as an expense in the profit or loss for the period in which it is identified.

Research and development
All ongoing research expenditure is expensed in the period in which it is incurred. Where a product is
technically feasible, production and sale are intended, a market exists, expenditure can be measured reliably,

The accompanying accounting policies and notes form part of these financial statements.
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2 Summary of significant accounting policies (continued)

Research and development (continued)
and sufficient resources are available to complete the project, development costs are capitalised and
amortised on a straight-line basis over the estimated useful life of the product.

Where no internally-generated intangible asset can be recognised, development expenditure is
recognised as an expense in the period in which it is incurred.

Inventories

Inventories are stated at the lower of cost and net realisable value. Cost is based on the cost of purchase on
a first-in first-out (FIFO) method. Net realisable value is based on estimated selling price, in the ordinary
course of business, less further costs expected to be incurred to completion and sale. Provision is made
for obsolete, slow moving or defective items where appropriate and recognised as an expense in the period
in which the write-down or loss occurs.

Cash and cash equivalents

Cash and cash equivalents comprise cash on hand and deposits at call with banks. Highly liquid deposits
that are readily convertible into known amounts of cash throughout the period of holding, and of short
maturity at deposit date (three months or less), are considered to be cash equivalents.

In the Group’s financial statements, all assets, liabilities and transactions of Group entities with a functional
currency other than sterling are translated into sterling upon consolidation. On consolidation, assets and
liabilities are translated into sterling at the closing rate at the reporting date. Income and expenses are
translated into the sterling at the average rate over the reporting period. Exchange differences are charged
or credited to other comprehensive income and recognised as translation reserve in equity.

The Group’s functional currency is sterling.

Measurement and recognition of leases as a lessee

For any new lease contract entered into, the Group considers whether a contract is, or contains a lease. A
lease is defined as ‘a contract, or part of a contract, that conveys the right to use an asset (the underlying
asset) for a period of time in exchange for consideration’.

At lease commencement date, the Group recognises a right-of-use asset and a lease liability
on the statement of financial position. The right-of-use asset is measured at cost, which is made up of the
initial measurement of the lease liability, any initial direct costs incurred by the Group, an estimate of any
costs to dismantle and remove the asset at the end of the lease, and any lease payments made in advance of
the lease commencement date (net of any incentives received).

The Group depreciates the right-of-use assets on a straight-line basis from the lease commencement date
to the earlier of the end of the useful life of the right-of-use asset or the end of the lease term. The Group
also assesses the right-of-use asset for impairment when such indicators exist.

At the commencement date, the Group measures the lease liability at the present value of the lease payments
unpaid at that date, discounted using the interest rate implicit in the lease if that rate 1s readily available or
the lessee’s incremental borrowing rate.

Lease payments included in the measurement of the lease liability are made up of fixed payments, variable
payments based on an index or rate, amounts expected to be payable under a residual value guarantee and
payments arising from options reasonably certain to be exercised.

The accompanying accounting policies and notes form part of these financial statements.
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2 Summary of significant accounting policies (continued)

Measurement and recognition of leases as a lessee (continued)

Subsequent to initial measurement, the liability will be reduced for payments made and increased for
interest. It is remeasured to reflect any reassessment or modification. When the lease liability is remeasured,
the corresponding adjustment is reflected in the right-of-use asset, or profit and loss if the right-of-use asset
is already reduced to zero.

The Group has elected to account for short-term leases and leases of low-value assets by adopting the
practical expedients policy. Instead of recognising a right-of-use asset and lease liability, the payments in
relation to these are recognised as an expense in profit or loss on a straight-line basis over the lease term.

On the statement of financial position, right-of-use assets have been included in property, plant and
equipment and lease liability has been included in trade and other payables.

Current and deferred tax
UK Corporation tax is provided at amounts expected to be paid (or recovered) using the tax rates and laws
that have been enacted or substantively enacted at the balance sheet date.

Amounts expected to be received in respect of UK Research and Development tax credits (available for
small and medium sized entities) are shown in the statement of comprehensive income as part of the ‘tax
on loss’.

Deferred tax is the tax expected to be payable or recoverable on temporary differences between the carrying
amounts of assets and liabilities in the financial statements and the corresponding tax bases used in the
computation of taxable profit, and is accounted for using the balance sheet liability method. Deferred tax
assets are recognised to the extent that it is probable that the future taxable profit will be available against
which the temporary differences can be utilised.

Deferred tax is calculated at taxation rates that are expected to apply in the period when the liability is
settled or the asset is recognised. Deferred tax is charged or credited in the profit or loss unless it relates
to items charged or credited in other comprehensive income, in which case the deferred tax is also dealt
with through the statement of comprehensive income.

Pensions
The Group operates a defined contribution pension scheme. The Group provided no other post-
retirement benefits to its employees. Pension costs are charged to the profit or loss in the period to which
they relate.

Financial assets

The Group’s financial assets comprise only basic loans and receivables and are held for collecting
contractual associated cash flows. These financial assets are initially recognised at fair value and
subsequently measured at amortised cost.

The Group makes use of a simplified approach in accounting for trade and other receivables and record
the loss allowance as lifetime expected credits. These are the expected shortfalls in contractual cashflows,
considering the potential for default at any point during the life of the financial instrument.

The Group will recognise in profit or loss, as an impairment gain or loss, the amount of expected credit

losses (or reversal) that is required to adjust the loss allowance at the reporting date to the amount that is
required to be recognised in accordance with IFRS 9.

The accompanying accounting policies and notes form part of these financial statements.
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2 Summary of significant accounting policies (continued)

Financial liabilities
Financial liabilities are obligations to pay cash or other financial assets and are recognised when the Group
becomes a party to the contractual provisions of the instrument.

Financial liabilities are recorded initially at fair value and subsequently at amortised cost using the effective
interest method, with interest-related charges recognised as an interest expense in profit or loss.

A financial liability is derecognised only when the obligation is extinguished.

Share-based payments

The Group operates an employee share scheme under which it makes equity-settled share-based payments
to certain employees. Where employees are rewarded using share-based payments, the fair values of
employees' services are determined indirectly by reference to the fair value of the instrument granted to the
employee. This fair value is assessed at the grant date, using the Black-Scholes method, and excludes the
impact of non-market vesting conditions.

The expense is allocated over the vesting period, based on the best available estimate of the number of
share options expected to vest. Estimates are subsequently revised if there is any indication that the number
of share options expected to vest differs from previous estimates. Any cumulative adjustment prior to
vesting is recognised in the current period. No adjustment is made to any expense recognised in prior
periods if share options ultimately exercised are different to that estimated on vesting.

Management uses valuation techniques to determine the fair value of financial instruments when active
market quotes are not available, based as far as possible on observable data.

Equity
Equity comprises the following:
e  “Share capital” represents the nominal value of equity shares;
e  “Share premium” represents the excess over nominal value of the fair value of consideration
received for equity shares, net of expenses of the share issue;
e “Retained earnings” represents retained profits and losses; and
e “Translation reserve” represents exchange differences relating to Group entities with a
transactional currency other than the sterling.

Foreign currencies

Transactions in foreign currencies are translated into sterling at the exchange rate ruling at the date of the
transaction. Monetary assets and liabilities in foreign currencies are translated at the rates of exchange
ruling at the end of reporting period.

Any exchange differences arising on the settlement of monetary items or on translating monetary items at

rates different from those at which they were initially recorded are recognised in the profit or loss in the
period in which they arise.

The accompanying accounting policies and notes form part of these financial statements.
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2 Summary of significant accounting policies (continued)

Consolidation
For the purpose of presenting consolidated financial statements, the results and financial position of all
the Group entities (none of which have the currency of a hyperinflationary economy) that have a functional
currency other than GBP are translated into GBP as follows:
e Assets and liabilities for each statement of financial position are translated at the exchange rate at
the period end date;
¢ Income and expenses for each income statement are translated at the exchange rate ruling at the
time of each period the transaction occurred; and

e  All resulting exchange differences are recognised in other comprehensive income.

3 New Standards

Standards and interpretations currently in issue but not yet effective

No new standards, amendments or interpretations to existing standards that have been published and that
are mandatory for the Group’s accounting periods begmrung on or after 1 January 2021, or later periods,
have been adopted early.

4 Critical accounting estimates and judgements

The preparaton of financial information in conformity with UK-adopted international accounting
standards requires the directors to make critical accounting estimates and judgements that affect the
application of policies and reported amounts of assets and liabilities, income and expenses. Actual results
may differ from these estimates. The key judgements and assumptions included in the financial statements
which have a significant impact on amounts reported include:

Capitalisation of development costs

The point at which development costs meet the criteria for capitalisation is dependent on management’s
judgement of the probability and measurability of future economic benefits. The Board considers its current
product development pipeline as progressing in line with plans and continues to progress regulatory
approvals. Given the regulatory hurdles, all development costs incurred prior to receipt of regulatory
approval are expensed as incurred. No development costs were capitalised in the year ended 31 December
2021.

Discounts and rebates to customers

The Group offers potential rebates based on future sales activity of the distributor, for which a provision
has been accounted for. Management have applied a best estimate assessment of the likelthood of a
percentage of open commitments at the year-end being won. This considers the uncertainties around the
rate of success with respect to wmnmg an open account, where the rebate initially offered may differ to the
final agreed amount, which only arises when end users purchase the products from the distributor.

The accompanying accounting policies and notes form part of these financial statements.
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5 Revenue

2021 2020

£ £

UK 1,965,350 1,459,212
EMEA 4,046,406 2,561,086
North America 8,790,174 5,331,238
Rest of world 473,609 404,238

15,275,539 9,755,774

2021 2020

£ £

Sale of core products 14,449,689 9,291,359
Other 825,850 464,415
15,275,539 9,755,774

Information about major customers:

Revenue totalling £14,702,955 (2020 - £9,341,971) of reported sales, mainly of core products, can be
attributed to three (2020 — three) distributors.

6 Operating Loss

The operating loss for the year for the Group is stated after charging:

2021 2020

£ £

Research and development expenses 4,534,889 3,155,030
Depreciation 493,360 . 204,564
Foreign exchange gain (14,373) (13,451)
Auditors’ fees — audit services 35,000 26,500
Auditors’ fees — taxation 14,615 12,649
Impairment expense 167,793 -

7 Employee remuneration

Expenses recognised for employee and directors’ benefits are analysed below for the Group:

2021 2020

£ L

Wages and salaries 5,049,801 3,469,707
Social security costs ) 470,905 279,312
Pension contributions and other post-employment benefits 380,933 348,048

5,901,639 4,097,068

The accompanying accounting policies and notes form part of these financial statements.
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7 Employee remuneration (continued)

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

2021 2020

Number Number
Sales and management 50 30
Research and development 14 10
64 40

8 Key management remuneration

Key management comprises one director and other members of the senior management team.

2021 2020

£ £

Key management compensation cost 1,704,601 1,403,060
Directors’ remuneration: 2021 2020
£ £

Emoluments 292,960 224,341
Other benefits in kind 2,369 2,278
295,329 226,619

During the year, no directors exercised share options (2020: none).

Employer pension contributions paid to defined contribution pension schemes in respect of one director
amounted to £19,844 (2020: £19,123).

9 Interest costs payable

2021 2020
£ £
Lease interest expense 178,811 45,755

This relates to the right of use over the office buildings (see Note 20).

The accompanying accounting policies and notes form part of these financial statements.
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10 Tax income

Analysis of tax charge in the year

26

Current tax 2021 2020
£ L

UK corporation tax charge on loss for the

year 1,226,319 823,437

Adjustments in respect of prior periods - -

Total corporation tax 1,226,319 823,437

Deferred tax 2021 2020
£ £

Origination and reversal of temporary
differences ) -
Adjustments in respect of prior periods -

Total deferred tax -

The relationship between the expected tax income based on the effective tax rate of the Group at 19%
(2020: 19%) and the tax income actually recognised in the income statement can be reconciled as follows:

Tax reconciliation 2021 2020
£ L
Loss for the year before tax (4,295,145) (2,410,697)
UK tax rate 19% (2020: 19%) (816,078) (458,032)
Effects of:
Amounts not allowable for tax purposes 18,356 8,602
Enhanced relief in respect of research & development expenditure (930,008) (631,919)
Surrender of tax losses for R&D tax credit 389,700 255,069
Deferred tax not recognised 178,355 2,843
Fixed asset differences (49,942) -
Foreign tax payments and impact of differences in tax rates (16,703) -
Tax on loss on ordinary activities (1,226,319) (823,437)

The Group has tax losses of approximately £7.2m (2020 £5.0m) available for carry forward and offset

against future taxable profits arising from the same trade.

The Finance Bill 2021 had its third reading on 24 May 2021 where it was announced that the UK tax rate
will increase to 25% from 1 April 2023, and is now considered substantively enacted at the balance sheet
date. The Group cannot yet reasonably foresee that it is probable that there will be sufficient taxable profit
in future for a deferred tax asset to be recognised, therefore concluded that the impact is immaterial to the

Group’s financial position.

The accompanying accounting policies and notes form part of these financial statements.
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11 Property, plant and equipment

27

Group
Fixtures
Plant & & Computer Office Assets Under Leasehold
Machinery Fittings equipment Buildings Construction Improvements Total
£ £ £ £ £ £ £
Cost:
At 1 January 2020 344,451 291284 98609 637,255 192,124 - 1,563,723
Additions 1,750 143,570 44,430 - 3,842 - 193,592
Disposals - - (25,030) - - - (25,030)
;\0‘2301 December 346,201 434,854 118009 637,255 195,966 - 1,732,285
Additions 102,848 168,664 95,103 4,505,199 1,301,124 87,699 6,260,636
Disposals - - (3,778) - - - (3,778)
Impairment - - - (637,255) - - (637,255)
Transfers 287,545 200,680 154,989 - (1,457,290) 814,075 .
Transfers to P&L - - - - (30,800) - (30,800)
%2"’11 December 736,594 804,198 364,323 4,505,199 9,000 901,774 7,321,088
Accumulated
Depreciation:
At 1 January 2020 334,569 227,755 56,783 . - - 619,107
Charge in year 5860 46,550 24703 127,451 - - 204,564
Disposals : - (24,630) - - - (24,630)
‘;(;2301 December 340,429 274,305 56,856 127,451 - - 799,041
Charge in year 55189 54,198 54,013 315168 ; 14792 493,360
Disposals - - (3,040) - - - (3,040)
Impairment - - - (254,902) - - (254,902)
At 31 December
395,618 328,503 107,829 187,717 - 14,792 1,034,459
2021
Net book
amount:
‘2\52311 December 340,976 475,695 256,494 4,317,482 9,000 886,982 6,286,629
S o December 5772 160549 61,153 509,804 195,966 - 933244
At 1 January 2020 9,881 63,529 41,826 637,255 192,124 - 944616

The accompanying accounting policies and notes form part of these financial statements.
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11 Property, plant and equipment (continued)

28

Company
Fixtures
Plant & & Computer Office Assets Under Leasehold
Machinery Fittings equipment Buildings Construction Improvements Total
£ £ £ £ £ £ £

Cost:
At 1 January 2020 344,451 291,284 97,985 637,255 192,124 - 1,563,099
Additions 1,750 143,570 44,430 - 3,842 : 193,592
Disposals - - (25,030) - - - (25,030)
‘2’\(;2301 December 346,201 434,854 117385 637,255 195,966 - 1,731,661
Additions 102,848 168,664 95103 4,505,199 1,301,124 87,699 6,260,636
Disposals - - (3,778) - - - (3,778)
Transfers 287,545 200,680 154,989 - (1,457,290) 814,075 -
Transfers to P&L - - - - (30,800) - (30,800)
Impairment - - - (637,255) - - (637,255)
At 31 December 736,594 804,198 363,699 4,505,199 9,000 901,774 7,320,464
2021
Accumulated
Depreciation:
At 1 January 2020 334569 227,755 56,159 - - - 618,483
Charge in year 5,860 46,550 24,703 127,451 - - 204,564
Disposals - - (24,630) - - - (24,630)
;\523()1 December 340429 274,305 56232 127,451 - - 798417
Charge in year 55189 54,198 54013 315168 . 14,792 493,360
Disposals - - (3,040) - - : (3,040)
Impairment - - - (254,902) - - (254,902)
‘2"(;2";1 December 395,618 328,503 107,205 187,717 - 14,792 1,033,835
Net book
amount:
‘2\0‘2311 December 340,976 475,695 256,494 4,317,482 9,000 886,982 6,286,629
;\(;2301 December 5772 160,549 61,153 509,804 195,966 - 933244
At 1 January 2020 93881 63,529 41,826 637,255 192,124 - 944616

The Company has right of use over the office buildings (see Note 20).
The impairment relates to the existing office, The Jeffreys Building, which was vacated on 17 November
2021 and therefore was fully impaired at the year end.

The accompanying accounting policies and notes form part of these financial statements.
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12 Inventories

Group

2021 2020

£ £

Raw materials and consumables 627,733 710,833
Goods for resale 127,110 137,172
754,843 848,005

29

Company

2021 2020

£

627,733 710,833
127,110 137,172 |

754,843 848,005

The cost of inventories recognised as an expense and included in cost of sales amounted to £3,995,781
(2020: £2,354,451). Inventory written off to operating expense as impaired in the year amounted to £1,475

(2020: £3,147).

13 Trade and other receivables

Group

2021 2020

£ £

Trade receivables 1,317,784 1,637,549
Prepayments and other receivables 932,660 369,596
2,250,444 2,007,145

Company

2021 2020
£ £
1,317,784 1,637,549
918,811 369,596
2,236,595 2,007,145

All the amounts are due within one year. Trade receivables are measured initially at fair value and
subsequently at amortised cost. At each period end, there is an assessment of the expected credit loss in
accordance with IFRS 9 with any increase or reduction in the credit loss provision charged or released to
administration costs in the statement of comprehensive income. No receivables, including those past due,

were determined to be impaired and no provision has been recognised.

14 Cash and cash equivalents

Cash and cash equivalents include the following:

Group

2021 2020

£

Cash at bank and in hand 14,034,079 17,492,663
15 Trade and other payables

Group

2021 2020

£ £

Trade payables 897,876 860,281

Amount owed to Group

undertakings ) )

Social security and other taxes 128,022 77,402

Lease liability 322,843 68,837

Accruals 1,770,748 675,105

Other payables 258,146 37,365

3,377,635 1,718,990

Company

2021 2020

£ £
13,878,244 17,412,855
Company

2021 2020

£ £
873,052 851,114
379,388 116,625
128,022 77,402
322,843 68,837
1,368,878 496,726
258,146 37,365
3,330,329 1,648,069

The financial liabilities included in trade and other payables are all due within one year.
Other payables includes £243,210 (2020: £Nil) for expected customer rebates to be issued to distributors

‘post year end.

The accompanying accounting policies and notes form part of these financial statements.
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16 Deferred income

Group Company

2021 2020 2021 2020

£ £ £ £

Current - 143,396 - 143,396
- 143,396 - 143,396

17 Deferred tax

The Group and Company has not recognised any deferred tax asset in relation to trading losses or
unexercised employee share options due to uncertainty regarding crystallisation of future taxable trading
profits. Total trading losses and timing differences on which déferred tax assets have not been recognised
as at 31 December 2021 amounted to £7.2m (2020 £5.0m)

18 Equity

2021 2020
£ £

Allotted, called up and fully paid
1,859,900 (2020: 1,859,900) Ordinary shares of £0.001 each 1,860 1,860
6,325,600 (2020: 6,325,600) A Preferred shares of £0.001 each 6,326 6,326
3,350,900 (2020: 3,350,900) B Preferred shares of £0.001 each 3,351 3,351
4,314,535 (2020: 4,314,535) C1 Preferred shares of £0.001 each 4,314 4,314
2,821,168 (2020: 2,821,168) C2 Preferred shares of £0.001 each 2,821 2,821
At 31 December 18,672 18,672

During the year, no shares were issued (2020: 2,451,609 C1 Preferred shares and 874,571 C2 Preferred
shares were issued at £4.66 per share).

C Preferred shares, B Preferred shares and A Preferred shares, in such order, have a prior right to return
of capital on liquidation or sale and also participate in any balance once ordinary shareholders have received
their subscription price. Dividends payable are distributed pari passu as if the shares are one class and all
share classes are entitled to one vote per share.

19 Notes to the cash flow statement

Cash flow adjustments and changes in working capital

Group . 2021 2020
Adjustments: £ £
Share-based payments charge _ - 19
Depreciation 493,360 204,564
Loss on disposal 739 400
Impairment expense 167,793 -
Decrease in lease liability due to remeasurement (214,561)

447,331 204,983

The accompanying accounting policies and notes form part of these financial statements.
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19 Notes to the cash flow statement (continued)

Cash flow adjustments and changes in working capital

2021 2020
Net changes in working capital: £ £
(Increase) / Decrease in inventories 93,162 (608,398)
Increase in trade and other receivables (241,911) (8,771)
Increase in trade and other payables 1,404,639 281,817
Decrease in deferred income (143,396) (286,793)

1,112,494  (622,145)

20 Leases
During the year, the Group had leases for two head office buildings in Cambridge, UK.

The original head office (The Jeffreys Building) was vacated and a new head office was officially opened
on the 17t November 2021.

This original lease had a fixed term of five years, up to December 2024, with the option to break after three
years. The lease payments are fixed for the duration of the lease with a deposit refundable at the end of
the lease term, presented as ‘other current asset’ on the statement of financial position. The Group must
keep the property in a good state of repair and return the property in its original condition at the end of the
lease.

At 31 December 2021, The Jeffreys Building was vacant and used as a temporary storage unit until
intentions to either re-assign or break the lease by December 2022 were exercised, neither of which formally
occurred at the balance sheet date. However, as management had made a reasonably certain business
decision to exercise the break clause by December 2022, this has resulted in the respective right-of-use asset
to be fully impaired to £Nil, along with a reassessment of lease term. The lease term has been shortened
as at year end from five to three years with the lease term now ending on 24 December 2022. The respective
net impairment charge recognised in the profit and loss was £167,793.

On the 5th of August 2021, a new head office lease was signed and a right-of-use asset (£4,505,199) was
recognised. The lease has a fixed term of ten years with the option to break after five years. The lease has
been recognised over a ten year lease period based on management’s current expectations not to exercise
the break clause offered at the end of the fifth year. This also includes an initial nine month rent free period
up to May 2022 and another rent free period for the three months following the end of the fifth anniversary
in August 2026. The right-of-use asset recognised with respect to this new lease is presented within “office
buildings” under “property, plant and equipment”, with a carrying value of £4,317,482 as at 31 December
2021 (2020: £Nil).

The respective current lease liability on signing of the lease was reduced by payments of £110,561 made
upon inception of lease for Stamp Duty Land Tax and legal fees for obtaining the lease, which are direct
initial costs associated with lease inception.

The lease liability, calculated as the present value of minimum lease payments discounted using the

estimated incremental borrowing rate at application, is presented in the statement of financial position as
follows:

The accompanying accounting policies and notes form part of these financial statements.
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20 Leases (continued)
2021 2020
£ £
Current (under “trade and other payables™) 322,843 68,837
Non current 4,412,638 460,546
4,735,481 529,383

The lease liability is secured by the related underlying asset. The maturity analysis of the lease liability as at
31 December 2021 is as follows:

Minimum lease payments due

Within 12 2-3 3.4  Greater Total
than 5
1yeat years years years . years
31 December 2021
Lease payments 664,404 662,545 662,545 662,545 4,005,637 6,657,675
Finance charges (341,561)  (305,220)  (278,703)  (250,218)  (746,492) (1,922,194)
Net present values 322,843 357,325 383,842 412,327 3,259,145 4,735,481
31 December 2020
Lease payments 152,790 152,790 152,790 183,672 - 642,042
Finance charges (40,812) (32,772) (24,155) (14,920) - (112,659)
Net present values 111,978 120,018 128,635 168,752 - 529,383
The following is the reconciliation of liabilities arising from financing activites:
2021 2020
£ £
Lease liability at 1 January 529,383 637,255
Cash flows
Lease payments (152,790) (153,627)
Direct costs on inception of new lease (110,561) -
(263,351) (153,627)
Non-cash
Finance charges 178,811 45,755
Impact of lease term remeasurement (214,561) -
New lease addition 4,505,199 -
4,469,449 45,755
Lease liability at 31 December 4,735,481 529,383

Lease payments not recognised as lease liability
The Group elected not to recognise a lease liability for short term leases (leases with an expected term of
12 months or less). Payments made under such leases are expensed on a straight-line basis.

At 31 Décember 2021, the Group and Company’s total commitment to short term leases was £7,048 (2020:
£Nil).

The accompanying accounting policies and notes form part of these financial statements.



33

Endomagnetics Limited
Financial statements for the year ended 31 December 2021

21 Related party transactions and controlling related party
The Group’s related parties comprise its investors, Board of Directors and shareholders.

Consultancy fees of £52,000 (2020: £57,000) were charged by Dr ] Gonzalez-Carvajal for services. Of this
amount, £13,000 (2020: £16,500) was included within year end payables.

Monitoring fees of £12,000 (2020: £12, OOO) were charged by Sussex Place Ventures Ltd, a related party of
the Company by virtue of its interest in Regents Park Partners LP and in which ] M Brimacombe is a
director. Of this amount, £1,000 (2020: £1,000) was included in accruals at the year end.

Monitoring fees of £12,000 (2020: £12,000) were charged by Encore Ventures LLP, in which D §
Cummings was a director during the year. Of this amount, £3,600 was included within year end payables
(2020: £2,000 was included within year end accruals). .

The Company has 100% shareholding in common stock for one subsidiary, Endomagnetics Inc,
incorporated in USA, located in 1701 Trinity Street, HDB 3.310 Austin, Texas, 78712, USA. This is
included at a cost of £1 investment within Endomagnetics Limited.

The Company has 100% shareholding in common stock for one subsidiary, Endomagnetics GmbH,
incorporated in Germany, located in Amtsgericht, Frankfurt am Main, Germany. This is included at a cost
of £21,600 investment within Endomagnetics Limited.

IAS 24 dictates that qualifying entities can take exemptions from disclosing related party transactions
entered into between two or more members of a Group if any subsidiary which is a party to the transaction
is wholly owned by such a2 member. The Company has taken advantage of this exemption.

The directors consider the board and shareholding structure to mean that there is no directly identifiable
controlling party.

22 Contingent liabilities

There were no contingent liabilities as at 31 December 2021 or 31 December 2020.

23 Capital commitments

The Company and Group had no capital commitments at 31 December 2021 or 31 December 2020.

24 Risk management objectives and policies

Credit risk

The Group’s principal financial assets are bank balances and trade receivables. The credit risk on liquid
funds is limited because the counterparties are UK banks with high credit ratings assigned by international
credit rating agencies.

The maximum exposure due to credit risk for the Group on trade at the reporting date is limited to their

carrying values. No collateral is held in respect of these amounts. Credit risk is concentrated in 2 small
number of distributors.

The accompanying accounting policies and notes form part of these financial statements.
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24 Risk management objectives and policies (continued)

Currency risk

The Group is exposed to transactional foreign exchange risk as a consequence of international trading. The
Group’s operations are located in the United Kingdom and the USA. The Group holds cash in pounds
sterling and US dollars as well as Euros following the incorporation of Endomagnetics GmbH during the
year.

It is estimated that a 5% strengthening of pound stetling against the US dollar would have reduced losses
by £132,000 (2020: £95,000) and decreased Endomagnetics Inc’s net liabilities by £13k.
There has been an immaterial impact caused by the Euro during the year.

Liquidity risk

The Group manages its liquidity requirements by the use of cash flow forecasts. The Group’s policy to
ensure cash resources are available, as required by its operating and investment activities, is to issue equity
share capital or secure debt in accordance with these cash flow forecasts. The Group currently has positive
cash balances and the Group had no undrawn committed facilities as at 31 December 2021.

25 Summary.of financial assets and liabilities by category

The carrying amounts of the Group’s and Company’s financial assets and liabilities as recognised at the
reporting date of the years under review are categorised as follows:

Group 2021 2020
£ £
Financial assets measured at amortised cost

Trade receivables 1,317,784 - 1,637,549
Cash and cash equivalents 14,034,079 17,492,663
Other receivables 57,250 57,250
15,409,113 19,187,462

Financial liabilities measured at amortised cost
Trade payables 897,876 860,281
Accruals 1,770,748 675,105
2,668,624 1,535,386
Company 2021 2020
£ £

Financial assets measured at amortised cost

Trade receivables 1,317,784 1,637,549
Cash and cash equivalents 13,878,244 17,412,855
Other receivables 57,250 57,250
15,253,278 19,107,654

Financial liabilities measured at amortised cost
Trade payables 873,052 851,114
Accruals ’ 1,368,878 496,726
2,241,930 1,347,840

The accompanying accounting poliéies and notes form part of these financial statements.
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26 Capital management policies and procedures
The Group’s financial objective is to safeguard their ability to operate as a going concern. The Group will
raise additional equity and debt finance at appropriate times in order to drive the technical and commercial

success of the business as it looks to further develop the Group’s technology to achieve key regulatory and
commercial milestones.

27 Share options

The Group operates one shate incentive scheme to award options over shares in the Company to incentivise

high performing key employees and directors.

The options generally vest evenly over three years on the anniversary from the date of the grant. The
contractual life of the options is ten years from the date of grant, after which they lapse if unexercised.

As at 31 December 2021, the number of granted options, are as follows:

2020 Granted Lapsed 2021 2021

Total Number Number Total Exercisable

Share options 1,699,739 454,333 4,460 2,149,612 1,450,585
Weighted average exercise price (£) £0.005 £0.001 £0.001 £0.004 £0.004

No share options were exercised in the year (2020: none).

Options under this scheme were valued using the Black-Scholes valuation model. The risk-free return is
based on a three-year UK Government Bond in issue at the date of grant with a similar yield to the option.

Within the 2021 financial statements a charge of £Nil (2020: £19) has been recognised in respect of share
options granted.

28 Post balance sheet events

There are no post balance sheet events to report.

The accompanying accounting policies and notes form part of these financial statements.



