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M Subs Ltd

Strategic report
Year ended 31 December 2021

Business review

The company's main activity is the design, manufacture and operation of manned and unmanned marine
vehicles for military and commercial markets. The focus has traditionally been in the submersible sector
however there are now opportunities within the surface vehicle sector.

During the year ended 31st December 2021 the company has continued to perform steadily. The company
continues to work on the current long-term contracts for the Dry Combat Submersibles. The contract to deliver
3 separate boats has been delayed however progress is being made.

Alongside these long-term construction contract that company undertakes other project work with a number of
organisations. These relationships and partnerships are being developed to ensure the long-term success of
the company. During 2021 the company has started work for the Royal Navy securing a contract in late 2022 to
build a new crewless robotic submarine.

During 2021 MSubs continued to support the Mayflower Autonomous Ship. A fully autonomous, Al powered
marine vessel. MSubs has been the lead on this ambitious project which was planned to tie in with the
Mayflower 400 celebrations. The project has helped the company expand its expertise in the field of
navigational Al within the surface vehicle sector. The project has been developed in partnership with IBM.

The company continues to work with numerous partners to develop new projects and systems enhancing the
companies' future abilities.

The success and level of profitability for the long-term contracts is still uncertain. These contracts are projected
to over run the percieved time line and this may impact the final profitability by increasing the ongoing costs of
supporting the contracts. The company however has positive cashflow from these contracts and significant
cash reserves at the year end.

Business KPls

Gross turnover fell to £6.69m(21) from £7.31m(20) an 8.5% reduction
Gross profit increased to £2.21m(21) from £2.04m(20) an 8.1% increase
Gross Profit percentage has increased from 27.9%(20) to 33.0%(21)
Net profit has fallen to £685k(21) from £726k(20)

Retained profit increased from £4.957m(20) to £5.829m(21)

Principal risks and uncertainties
The company faces some normal business risks currently these include

COVvID 19

The company has not been significantly adversely affected by the pandemic. However, the general risks
associated with supply chain disruption and staff absences increases the risk regarding completion of certain
contracts within the budgeted time frames.

The risks relating to COVID have been mitigated with significant forward planning, working closely with the
established suppliers to make sure that disruptions are kept to a minimum.

Comprehensive staff policies around COVID have been in place to minimise the risk to staff and the risk that
an isolated case would cause a company wide issue.

Page 2



M Subs Ltd

Strategic report (continued)
Year ended 31 December 2021

Exposure to foreign economies

The company's main customer is based in the United States. This causes a significant foreign exchange risk:
These risks are compounded as some of the key materials suppliers are based in the Euro Zone. The
operation in different jurisdictions and contracts in multiple currency's has the potential to add significant risk.
Foreign currency risks are managed by using GB Pound Sterling as the functional currency for the majority of
the contracts. Certain Euro elements are manged with careful use of a Euro current account allowing some
cash to be kept in that currency to avoid variance from short term exchange rate fluctuations.

Long term contracts

The long term fixed price incentive contracts have the potential to be unprofitable or onerous. If costs within the
company increase significantly then there is the potential that the profit budgeted at inception will not be
realised. This would obviously harm the financial performance of the business.

The company manages and mitigates this with a detailed contract planning, budgeting and negotiation
process. There is a dedicated project management team who set up detailed costings

There are terms built into the contract to allow for some variations to be recovered.

Financial instruments

The company has a normal level of exposure to price, credit, liquidity and cash flow risks arising from trading
activities which are largely conducted in sterling, with the few Euro transactions being conducted with cash
reserves held in a Euro denominated bank account to minimise exposure to short term foreign currency
fluctuations. The company does not enter into any hedging agreements.

Future developments

The current committed contracts will continue into 2022/23. The company operates in a developing industry
and are world leaders in the design and manufacture of marine vehicles. The company has built up a
significant competitive advantage within the industry and has numerous possibilities for future contracts. This
along with the significant cash reserves and risk management strategies. In late 2022 the company secured a
large contract with the Royal Navy to supply a crewless robotic submarine. The total contract value for this at
inception is £15.4m over a multi-year period.

Research and development

The company is currently undertaking significant amounts of research and development in various areas to
enhance the overall ability of the company to meet the demands in such a fast-moving sector in which it
operates. During 2022 the company invested £1.5m in research and development which qualifies as R and D
under the SME scheme for HMRC.

This report was approved by the board of directors on 22 December 2022 and signed on behalf of the board
by: :

L == O

Mr B Phaneuf
Director
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M Subs Ltd

Directors report
Year ended 31 December 2021

The directors present their report and the financial statements of the company for the yéar ended 31
December 2021.

Directors
The directors who served the company during the year were as follows:

Mr B Phaneuf
Mr R J Shaw
Mr P D Barretto
Mrs L S Wyatt
Mr P G Dowsett

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

Future developments

The current committed contracts will continue into 2022/23. The company operates in a developing industry
. and are world leaders in the design and manufacture of marine vehicles. The company has built up a
significant competitive advantage within the industry and has numerous possibilities for future contracts. This
along with the significant cash reserves and risk management strategies.

In late 2022 MSubs agreed a £15.4m multi year contract with the Royal Navy to design and build an new
robotic submarine.

Financial instruments

The company has a normal level of exposure to price and credit risk.

Liquidity and cash flow risks arising from trading activities and long-term contracts are managed with careful
contract drafting resulting in positive cash flow. ‘

Foreign exchange risk is minimal. The vast majority of the companies' transactions are denominated in GB
Pounds Sterling. The small number of Euros transactions are completed using a cash held in Euros reducing
the short term risks due to exchange fluctuations. A

The company does not enter into any hedging transactions.

Events after the end of the reporting period
Particulars of events after the reporting period are detailed in note 28 to the financial statements.
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MSubsLtd "~

~ Directors report (continued)
Year ended 31 December 2021

Directors responsibilities statement
The directors are responsible for preparing the strategic report, dlrectors report and the financial statements in
accordance with applicable law and regulations.

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

In preparing these financial statements, the directors are required to:
+ select suitable accounting policies and then apply them consistently;
+ make judgments and accounting estimates that are reasonable and prudent; and

+ prepare the financial statements on the going concern basis unless it is inappropriate to presume that the
company will continue in business.

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain
the company's transactions and disclose with reasonable accuracy at any time the financial position of the

company and 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.

Auditor
Each of the persons who is a director at the date of approval of this report confirms that:
+ so far as they are aware, there is no relevant audit information of which the company's auditor is unaware;

and

+ they have taken all steps that they ought to have taken as a director to make themselves aware of any
relevant audit information and to establish that the company's auditor is aware of that information.

The auditor is deemed to have been re-appointed in accordance with section 487 of the Companies Act 2006.

This report was approved by the board of directors on 22 December 2022 and signed on behalf of the board
by:

LT

Mr B Phaneuf
Director
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M Subs Ltd

Independent auditor's report to the members of
M Subs Ltd
Year ended 31 December 2021

Opinion

We have audited the financial statements of M Subs Ltd (the 'company') for the year ended 31 December
2021 which comprise the statement of income and retained earnings, statement of financial position,
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 their preparation is applicable law and
United Kingdom Accounting Standards, including FRS 102 The Financial Reporting Standard applicable in the
UK and Republic of Ireland (United Kingdom Generally Accepted Accounting Practice).

In our opinion, the financial statements:

+ give a true and fair view of the state of the company's affairs as at 31 December 2021 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 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 concer'n
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 responsfbilities and the responsibilities of the directors with respect to going concern are described in the
relevant sections of this report.

Other Information

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

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

We have nothing to report in this regard.
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Independent auditor’s report to the members of
M Subs Ltd (continued)
Year ended 31 December 2021

Opinions 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 has 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 where 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 the 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, the directors are responsible for the
preparation of the financial statements and for being satisfied that they give a true and fair view, and for such
internal control as the directors determine is necessary to enable the preparation of financial statements that
are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, the directors are responsible for assessing the company’s ability to
continue as a going concern, disclosing, as applicable, matters related to going concern and using the going
concern basis of accounting unless the directors either intend to liquidate the company or to cease operations,
or have no realistic alternative but to do so.

Auditor's responsibilities for the audit of the financial statements

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

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: .
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- M Subs Ltd

Independent auditor's report to the members of
M Subs Ltd (continued)
Year ended 31 December 2021

The extent to which the audit was considered capable of detecting irregularities including fraud

Our approach to identifying and assessing the risks of material misstatement in respect of irregularities,
including fraud and non-compliance with laws and regulations, was as follows.

The engagement partner ensured that the engagement team collectively had the appropriate competence,
capabilities and skills to identify or recognise non-compliance with applicable laws and regulations.

We identified the laws and regulations applicable to the company through discussions with the director and
other management, and from our knowledge of the industry SAA operates in.

We focused on specific laws and regulations relevant to the entity that may have a material impact on the
financial statements including the Companies Act 2006, taxation legislation and data protection.

We assessed the extent of compliance with the above legislation through discussions with management and
review of specific correspondence.

We assessed the susceptibility of the company's financial statements to material misstatement, including
obtaining and understanding of how fraud might occur by.

Making enquires of management as to where they con3|dered there was a susceptibility to fraud, their
knowledge of actual or suspected or alleged fraud

Considering the internal controls in place to reduce the rlsk of fraud or non compliance with laws and
regulations

To address the risk of fraud through management bias and override of controls, we.

Performed preliminary analytical procedures to identify any unusual or unexpected relationships.

Tested journal entries to identify unusual transactions

Assessed whether judgements and assumptions made in determining the accounting estimates were
indicative of potential bias.

In response to the risk of irregularities and non-compliance with laws and regulations, we designed
procedures which included, but were not limited to:

Agreeing financial statement disclosures to underlying supporting documentation.

Enquiring of management as to actual or potential litigation and claims.

As part of an audit in accordance with ISAs (UK), we exercise professional judgment and maintain

professional scepticism throughout the audit. we also:

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

+ Obtain an understanding of internal contro! relevant to the audit in order to design audit procedures that are
appropriate in the cwcumstances but not for the purpose of expressing an opinion on the effectiveness of
the internal control.

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

+ Conclude on the appropriateness of the directors use of the going concern basis of accounting and, based
on the audit evidence obtained, whether a material uncertainty exists related to events or conditions that
may cast significant doubt on the company’s ability to continue as a going concern. If we conclude that a
material uncertainty exists, we are required to draw attention in our auditor's report to the related
disclosures in the financial statements or, if such disclosures are inadequate, to modify our opinion. Our
conclusions are based on the audit evidence obtained up to the date of our auditor's report. However,
future events or conditions may cause the company to cease to continue as a going concern.

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

Independent auditor’s report to the members of
M Subs Ltd (continued)
Year ended 31 December 2021

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

Use of our report

This report is made solely to the company's members, as a body, in accordance with Chapter 3 of Part 16 of
the Companies Act 2006. Our audit work has been undertaken so that we might state to the company's
members those matters we are required to state to them in an auditors report and for no other purpose. To
the fullest extent permitted by law, we do not accept or assume responsibility to anyone other than the
company and the company's members as a body, for our audit work, for this report, or for the opinions we
have formed.

T - .

Mr Peter Franklin (Senior Statutory Auditor)

“For and on behalf of
Franklins Accountants Ltd
Chartered Accountants and Statutory Auditors
Astor House
2 Alexandra Road
Mutley Plain
Plymouth
PL4 7JR

22 December 2022
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Statement of income and retained earnings
Year ended 31 December 2021

2021 2020

Note £ £
Turnover 4 6,690,432 7,311,340
Cost of sales : _ (4,484,079) (5,269,650)
Gross profit 2,206,353 2,041,690
Administrative expenses , (1,523,114) (1,365,790) -
Other operating income 5 - 39,985
Operating profit ' ‘ 6 ' 683,239 715,885
Other interest receivable and similar income 9 3,694 10,597
Interest payable and similar expenses 10 (2,330) -
Profit before taxation 684,603 726,482
Tax on profit 11 187,429 356,164
Profit for the financial year and total
comprehensive income 872,032 1,082,646
Retained earnings at the start of the year 4,956,762 3,874,116
Retained earnings at the end of the year 5,828,794 4,956,762

All the activities of the company are from continuing operations. .

The notes on pages 13 to 26 form part of these financial statements.
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M Subs Ltd

Statement of financial position
31 December 2021

2021 2020

Note £ £ £ £
Fixed assets
Intangible assets 13 - -,
Tangible assets 14 2,496,151 2,302,547
Investments ' 15 60 60
2,496,211 . 2,302,607
Current assets
Stocks © 16 - 277,477
Debtors 17 2,830,970 907,030
Cash at bank and in hand 4,449,280 5,208,445
7,280,250 6,392,952
Creditors: amounts falling due <
within one year 18 (3,947,567) (3,738,697)
Net current assets 3,332,683 ’ 2,654,255
Total assets less current liabilities 5,828,894 4,956,862
Net assets 5,828,894 4,956,862
Capital and reserves
Called up share capital - 24 100 100
Profit and loss account - 25 5,828,794 4,956,762
Shareholders funds 5,828,894 4,956,862

These financial statements were approved by the board of directors and authorised for issue on 22 December
2022, and are signed on behalf of the board by:

==

Mr B Phaneuf
Director

Company registration number; 5874602

The notes on pages 13 to 26 form part of these financial statements.
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M Subs Ltd

Statement of cash flows
Year ended 31 December 2021

2021 2020
£ £

Cash flows from operating activities
Profit for the financial year : 872,032 1,082,646
Adjustments for:
Depreciation of tangible assets ' 132,695 131,050
Government grant income - (39,985)
Other interest receivable and similar income , (3,694) (10,597)
Interest payable and similar expenses 2,330 -
Gain/(loss) on disposal of tangible assets (1,122) 81
Tax on profit . (187,429) (356,164)
Accrued expenses/(income) 22,441 19,853
Changes in: )
Stocks 277,477 (277,477)
Trade and other debtors _ (1,792,986) 904,935
Trade and other creditors 225,631 2,597,288
Cash generated from operations (452,625) 4,051,630
Interest paid (2,330) -
Interest received 3,694 10,597
Tax paid . 56,475 (161)
Net cash (used in)/from operating activities (394,786) - 4,062,066
Cash flows from investing activities
Purchase of tangible assets (328,510) (125,616)
Proceeds from sale of tangible assets 3,333 800
Net cash used in investing activities (325,177) (124,816)
Cash flows from financing activities
Government grant income - 39,985
Payment of finance lease liabilities : (39,202) 39,202
Net cash (used in)/from financing activities : (39,202) 79,187
Net increase/(decrease) in cash and cash equivalents (759,165) 4,016,437
Cash and cash equivalents at beginning of year 5,208,445 1,192,008
Cash and cash equivalents at end of year 4,449 280 5,208,445
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Notes to the financial statements
Year ended 31 December 2021

General information

The company is a private company limited by shares, registered in England. The address of the
registered office is 42 Sisna Park Road, Plymouth, Devon, PL6 7FH.

Statement of compliance

These financial statements have been prepared in compliance with FRS 102, 'The Financial Reporting
Standard applicable in the UK and Republic of Ireland'.

Accounting policies

Basis of preparation

The financial statements have been prepared on the historical cost basis, as modified by the revaluation
of certain financial assets and liabilities and investment properties measured at fair value through profit
or loss.

The financial statements are prepared in sterling, which is the functional currency of the entity.

Going concern _

The directors have examined the adverse effects of the COVID 19 pandemic and the affect that this is
expected to have on the company. These are detailed in the Strategic Report. The directors are
confident that the company will continue to trade as a going concern for a period of at least 12 months
from the approval of these financial statements and therefore have prepared them on a going concern
basis.

Consolidation

The company has taken advantage of the exemption from preparing consolidated financial statements
contained in Section 402 of the Companies Act 2006 on the basis that its subsidiaries are excluded
from consolidation on the grounds that their inclusion is not material for the purpose of giving a true and
fair view. '

Judgements and key sources of estimation uncertainty

Key sources of estimation uncertainty

The accounting policy for the recognition of revenue from construction contracts is shown as part of
Note 3 to the financial statements.

The basis of the deferral of contract income is based on an estimation for the percentage of completion
of these long-term construction contracts.

Accounting estimates and assumptions are made concerning the future and, by their nature, will rarely
equal the related actual outcome. The key assumptions and other sources of estimation uncertainty that
have a significant risk of causing a material adjustment to the carrying amounts of assets and liabilities
within the next financial year are as follows:

The directors have taken a prudent approach to the recognition of revenue under the long-term
contracts. These contracts carry a risk of being onerous and the planned final profit margin per the
inception agreement is not guaranteed. The directors have reviewed the projected build timetable and
expected future costs and are of the opinion that the delays already occurring along with increasing
costs mean that they are un able to measure the contract profitability reliably. Therefore, the revenue
recorded in the 2021 financial year represents the burdened costs incurred that are recoverable under
the signed contract terms and conditions.
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. MSubsltd

Notes to the financial statements (continued)
Year ended 31 December 2021

Turnover

Turnover is measured at the fair value of the consideration received or receivable for goods supplied
and services rendered, net of discounts and Value Added Tax.

Revenue from the sale of goods is recognised when the significant risks and rewards of ownership have
transferred to the buyer (usually on despatch of the goods); the amount of revenue can be measured
reliably; it is probable that the associated economic benefits will flow to the entity; and the costs incurred
or to be incurred in respect of the transactions can be measured reliably.

When the outcome of a transaction involving the rendering of services can be reliably estimated,
revenue from the rendering of services is measured by reference to the stage of completion of the
service transaction at the end of the reporting period.

When the outcome of a transaction involving the rendering of services cannot be reliably estimated,
revenue is recognised only to the extent that it is probable the expenses recognised will be recovered.

Taxation

The taxation expense represents the aggregate amount of current and deferred tax recognised in the
reporting period. Tax is recognised in the statement of comprehensive income, except to the extent that
it relates to items recognised in other comprehensive income or directly in capital and reserves. In this
case, tax is recognised in other comprehensive income or directly in capital and reserves, respectively.
Current tax is recognised on taxable profit for the current and past periods. Current tax is measured at
the amounts of tax expected to pay or recover using the tax rates and laws that have been enacted or
substantively enacted at the reporting date.

Deferred tax is recognised in respect of all timing differences at the reporting date. Unrelieved tax
losses and other deferred tax assets are recognised to the extent that it is probable that they will be
recovered against the reversal of deferred tax liabilities or other future taxable profits. Deferred tax is
measured using the tax rates and laws that have been enacted or substantively enacted by the
reporting date that are expected to apply to the reversal of the timing difference.

Foreign currencies

Foreign currency transactions are initially recorded in the functional currency, by applying the spot
exchange rate as at the date of the transaction. Monetary assets and liabilities denominated in foreign
currencies are translated at the exchange rate ruling at the reporting date, with any gains or losses
being taken to profit or loss.

Amortisation

Amortisation is calculated so as to write off the cost of an asset, less its estimated residual value, over
the useful life of that asset as follows:

If there is an indication that there has been a significant change in amortisation rate, useful life or
residual value of an intangible asset, the amortisation is revised prospectively to reflect the new
estimates.
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Notes to the financial statements (continued)
Year ended 31 December 2021 -

Tangible assets _
Tangible assets are initially recorded at cost, and are subsequentily stated at cost less any accumulated
depreciation and impairment losses.

Any tangible assets carried at revalued amounts are recorded at the fair value at the date of revaluation

less any subsequent accumulated depreciation and subsequent accumulated impairment losses.

An increase in the carrying amount of an asset as a result of a revaluation, is recognised in other
comprehensive income and accumulated in capital and reserves, except to the extent it reverses a
revaluation decrease of the same asset previously recognised in profit or loss. A decrease in the
carrying amount of an asset as a result of revaluation is recognised in other comprehensive income to
the extent of any previously recognised revaluation increase accumulated in capital and reserves in
respect of that asset. Where a revaluation decrease exceeds the accumulated revaluation gains
accumulated in capital and reserves in respect of that asset, the excess shall be recognised in profit or
loss.

Depreciation
Depreciation is calculated so as to write off the cost or valuation of an asset, less its residual value,
over the useful economic life of that asset as follows: -

Freehold property - 50 year

Plant and machinery - 15% reducing balance
Fittings fixtures and equipment - 15% reducing balance
Motor vehicles . - 25% reducing balance

If there is an indication that there has been a significant change in depreciation rate, useful life or
residual value of tangible assets, the depreciation is revised prospectively to reflect the new estimates.

Fixed asset investments

Fixed asset investments are initially recorded at cost, and subsequently stated at cost less any
accumulated impairment losses. Listed investments are measured at fair value with changes in fair
value being recognised in profit or loss.

Impairment

A review for indicators of impairment is carried out at each reporting date, with the recoverable amount
being estimated where such indicators exist. Where the carrying value exceeds the recoverable
amount, the asset is impaired accordingly. Prior impairments are also reviewed for possible reversal at
each reporting date.

When it is not possible to estimate the recoverable amount of an individual asset, an estimate is made
of the recoverable amount of the cash-generating unit to which the asset belongs. The cash-generating
unit is the smallest identifiable group of assets that includes the asset and generates cash inflows that
are largely independent of the cash inflows from other assets or groups of assets.

Stocks

Stocks are measured at the lower of cost and estimated selling price less costs to complete and sell.
Cost includes all costs of purchase, costs of conversion and other costs incurred in bringing the stocks
to their present location and condition.
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M Subs Ltd

Notes to the financial statements (continued)
Year ended 31 December 2021

Hire purchase and finance leases

Assets held under finance leases are recognised in the statement of financial position as assets and
liabilities at the lower of the fair value of the assets and the present value of the minimum lease
payments, which is determined at the inception of the lease term. Any initial direct costs of the lease are
added to the amount recognised as an asset.

Lease payments are apportioned between the finance charges and reduction of the outstanding lease
liability using the effective interest method. Finance charges are allocated to each period so as to
produce a constant rate of interest on the remaining balance of the liability.

Government grants

Government grants are recognised at the fair value of the asset received or receivable. Grants are not
recognised until there is reasonable assurance that the company will comply with the conditions
attaching to them and the grants will be received.

Government grants are recognised using the accrual model and the performance model.

Under the accrual model, government grants relating to revenue are recognised on a systematic basis
over the periods in which the company recognises the related costs for which the grant is intended to
compensate. Grants that are receivable as compensation for expenses or losses already incurred or for
the purpose of giving immediate financial support to the entity with no future related costs are
recognised in income in the period in which it becomes receivable.

Grants relating to assets are recognised in income on a systematic basis over the expected useful life
of the asset. Where part of a grant relating to an asset is deferred, it is recognised as deferred income
and not deducted from the carrying amount of the asset.

Under the performance model, where the grant does not impose specified future performance-related
conditions on the recipient, it is recognised in income when the grant proceeds are received or
receivable. Where the grant does impose specified future performance-related conditions on the
recipient, it is recognised in income only when the performance-related conditions have been met.
Where grants received are prior to satisfying the revenue recognition criteria, they are recognised as a
liability.

Construction contracts

Where the outcome of construction contracts can be reliably estimated, contract revenue and contract
costs are recognised by reference to the stage of completion of the contract activity as at the period
end.

Where the outcome of construction contracts cannot be estimated reliably, revenue is recognised to the
extent of contract costs incurred that it is probable will be recoverable, and contract costs are
recognised as an expense in the period in which they are incurred.

The entity uses the percentage of completion method to determine the amounts to be recognised in the
period. The stage of completion is measured by reference to the contract costs incurred up to the end of
the reporting period as a percentage of total estimated costs for each contract. Costs incurred for work
performed to date do not include costs relating to future activity, such as for materials or prepayments.
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M Subs Ltd

Notes to the financial statements (continued)
Year ended 31 December 2021

Financial instruments .
A financial asset or a financial liability is recognised only when the company becomes a party to the
contractual provisions of the instrument.

Basic financial instruments are initially recognised at the transaction price, unless the arrangement
constitutes a financing transaction, where it is recognised at the present value of the future payments
discounted at a market rate of interest for a similar debt instrument.

Debt instruments are subsequently measured at amortised cost.

Where investments in non-convertible preference shares and non-puttable ordinary shares or
preference shares are publicly traded or their fair value can otherwise be measured reliably, the
investment is subsequently measured at fair value with changes in fair value recognised in profit or loss.
All other such investments are subsequently measured at cost less impairment.

Other financial instruments, including derivatives, are initially recognised at fair value, unless payment
for an asset is deferred beyond normal business terms or financed at a rate of interest that is not a
market rate, in which case the asset is measured at the present value of the future payments
discounted at a market rate of interest for a similar debt instrument.

Other financial instruments are subsequently measured at fair value, with any changes recognised in
profit or loss, with the exception of hedging instruments in a designated hedging relationship.

Financial assets that are measured at cost or amortised cost are reviewed for objective evidence of
impairment at the end of each reporting date. If there is objective evidence of impairment, an
impairment loss is recognised in profit or loss immediately.

For all equity instruments regardless of significance, and other financial assets that are individually
significant, these are assessed individually for impairment. Other financial assets or either assessed
individually or grouped on the basis of similar credit risk characteristics.

Any reversals of impairment are recognised in profit or loss immediately, to the extent that the reversal
does not result in a carrying amount of the financial asset that exceeds what the carrying amount would
have been had the impairment not previously been recognised.

Defined contribution plans ,

Contributions to defined contribution plans are recognised as an expense in the period in which the
related service is provided. Prepaid contributions are recognised as an asset to the extent that the
prepayment will lead to a reduction in future payments or a cash refund.

When contributions are not expected to be settled wholly within 12 months of the end of the reporting
date in which the employees render the related service, the liability is measured on a discounted
present value basis. The unwinding of the discount is recognised in finance costs in profit or loss in the
period in which it arises.

Turnover

Turnover arises from:

2021 2020

£ £

Rendering of services . 4,385,491 3,449,792
Construction contracts - . 2,304,941 3,861,548

6,690,432 7,311,340

The whole of the turnover is attributable to the principal activity of the company wholly undertaken in
the United Kingdom.
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M Subs Ltd

Notes to the financial statements (continued)
Year ended 31 December 2021

Other operating income

Government grant income

Operating profit

Operating profit is stated after charging/(crediting):

Depreciation of tangible assets

(Gain)/loss on disposal of tangible assets

Foreign exchange differences

Fees payable for the audit of the financial statements
Non audit related acccountancy services

Tax compliance services

Tax consultancy services

Operating lease rentals

Qualifying research and development

Staff costs

2021 2020

£ £

- 39,985

2021 2020

£ £
132,695 131,050
(1,122) 81
560 172
10,400 12,000
8,600 7,185
3,800 2,700
1,100 -
70,700 51,095
1,504,200 166,956

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

amounted to:

Production staff
Administrative staff

The aggregate payroll costs incurred during the year were:

Wages and salaries
Social security costs
Other pension costs
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.. MSubsltd

Notes to the financial statements (continued)
Year ended 31 December 2021

Directors remuneration

The directors aggregate remuneration in respect of qualifying services was:

2021 2020
, £ £
Remuneration : 438,629 457,395
The number of directors who accrued benefits under company pension plans was as follows:
2021 2020
Number Number
Defined contribution plans : 5 -5
Remuneration of the highest paid directors in respect of qualifying services:
: ' 2021 2020
. £ £
Aggregate remuneration A 206,099 195,201
Company contributions to pension plans in respect of qualifying services 11,183 9,480
217,282 204,681
Other interest receivable and similar income
2021 2020
£ £
Bank deposits 3,636 10,597
Other interest receivable and similar income 58 -
3,694 10,597
Interest payable and similar expenses
2021 2020
£ £
Other interest payable and similar expenses 2,330 -
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Notes to the financial statements (continued)
Year ended 31 December 2021

Tax on profit

Major components of tax income

2021 2020

£ £

Current tax: :
UK current tax income (187,429) (356,164)
Tax on profit (187,429) (356,164)

Reconciliation of tax income

The tax assessed on the profit for the year is lower than (2020: lower than) the standard rate of
corporation tax in the UK of 19.00% (2020: 19.00%).

2021 2020

£ £

Profit before taxation 684,603 726,482
Profit multiplied by rate of tax 130,075 138,032
Effect of capital allowances and depreciation "~ (5,054) (2,747)
Research and development enhancement (125,021) (135,285)
Current year R and D tax credit (187,429) (211,471)
Prior years R and D tax credit - (144,693)
Tax on profit (187,429) (356,164)

Factors affecting future tax expense

At the 31st December 2021 the company has tax losses to carry forward of £660,886 to offset agalnst
future trading profits. Due to these tax losses the company has not recognised a deferred tax provision.
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M Subs Ltd
Notes to the financial statements (cdntinued)
Year ended 31 December 2021
Earnings per share

Basic earnings/(loss) per share
The earnings/(loss) and weighted average number of shares used in the calculation of basic
earnings/(loss) per share are as follows: '

- 2021 2020
£ £
Profit for the year attributable to the owners of the company 872,032 1,082,646

Diluted earnings/(loss) per share
The earnings/(loss) and weighted average number of shares used in the calculation of diluted
earnings/(loss) per share are as follows:

2021 2020
; : £ £
Earnings/(loss) used in calculation of basic earnings/(loss) per share 872,032 1,082,646
Intangible assets
Goodwill Total
£ £
Cost
-At 1 January 2021 and 31 December 2021 28,821 28,821
Amortisation
At 1 January 2021 and 31 December 2021 28,821 28,821

Carrying amount
At 31 December 2021 - -

At 31.December 2020 ' - -
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Tangible assets

Cost

At 1 January 2021
Additions
Disposals

At 31 December 2021

Depreciation

At 1 January 2021
Charge for the year
Disposals

At 31 December 2021

Carrying amount
At 31 December 2021

At 31 December 2020

Investments

Cost

M Subs Ltd

Notes to the financial statements (continued)
Year ended 31 December 2021

At 1 January 2021 and 31 December 2021

Impairment

At 1 January 2021 and 31 December 2021

Carrying amount
At 31 December 2021

At 31 December 2020

Freehold Plant and Fixtures, Motor Total
property machinery fittings and vehicles
equipment
£ £ £ £ £
1,848,465 649,501 501,470 47,235 ' 3,046,671
206,690 11,569 110,251 - 328,510
- (3,600) - - (3,600)
2,055,155 657,470 611,721 47,235 3,371,581
110,685 360,398 249,478 23,563 744,124
27,671 44,769 54,337 5,918 132,695
- (1,389) - - (1,389)
138,356 403,778 303,815 29,481 875,430
1,916,799 253,692 307,906 17,754 2,496,151
1,737,780 289,103 251,992 23,672 2,302,547
Shares in Total
group
undertakings
£ £
60 60
60 60
60 60

The subsiduary investment represents the 60% ownership of Marine Al Ltd which is a dormant limited

company.
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M Subs Ltd

Notes to the financial statements (continued)
Year ended 31 December 2021

Investments in group undertakings

Registered office Class of Percentage
share of shares
held
Subsidiary undertakings
Marine Al Ltd 42 Sisna Park Road Ordinary Shares
Estover
Plymouth
PL6 7FH 60
Stocks
2021 2020
£ £
Work in progress - 277,477
Debtors
2021 2020
£ £
Trade debtors 2,215,835 229,527
Prepayments and accrued income 95,778 93,747
Other debtors 519,357 583,756
2,830,970 907,030
Creditors: amounts falling due within one year
2021 2020
£ £
Trade creditors 82,021 439,265
Accruals and deferred income 992,808 38,028
Social security and other taxes 160,202 80,954
Amounts owed to customers on construction contracts 2,694,578 3,134,350
Obligations under finance leases - 39,202
Other creditors 17,958 6,898
3,947,567 3,738,697
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Notes to the financial statements (continued)
Year ended 31 December 2021

Obligations under finance leases
Company lessee

The total future minimum lease payments under finance lease agreements are as follows:

2021 2020

£ £ .
Not later than 1 year - 39,202
Present value of minimum lease payments - 39,202

Provisions

There are no provisions as at 31st December 2021

Deferred tax

Due to the b/fwd tax losses no deferred tax liability has been recogr’iised in these accounts.
Employee benefits

The amount recognised in profit or loss in relation to defined contribution plans was £94,822 (2020:
£90,172).

Government grants

The amounts recognised in the financial statements for government grants are as follows:

2021 2020
£ £
Recognised in other operating income:
Government grants recognised directly in income - 39,985
Called up share capital
Issued, called up and fully paid
2021 2020
No £ No £
Ordinary shares shares of £ 1.00 each ) 100 100 100 100
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Notes to the financial statements (continued)
Year ended 31 December 2021
Reserves
The profit and loss reserve consists entirely of distributable retained earnings.

Analysis of changes in net debt

At 1 January Cash flows At 31

2021 December

2021

£ £ £

Cash and cash equivalents 5,208,445 (759,165) 4,449,280
Debt due within one year (39,202) 39,202 -

5,169,243 (719,963) 4,449,280

Operating leases

The company as lessee
The total future minimum lease payments under non-cancellable operating leases are as follows:

2021 2020
£ £

Not later than 1 year : 48,500 7,750 -
Later than 1 year and not later than 5 years 77,770 14,208
126,270 21,958

The following relate to two commercial rental premises rented on short term agreements.

Events after the end of the reporting period

Since the 31st December 2021 there has been some continued disruption due to Covid 19 related
restrictions. The company has been able to continue to trade as usual. There have been some
immaterial additional costs related to employee protection however these are relatively small. The
directors have implemented successful strategies to mitigate these COVID specific risks.
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M Subs Ltd

Notes to the financial statements (continued)
Year ended 31 December 2021

29. Directors advances, credits and guarantees

During the year the directors entered into the following advances and credits with the company:

2021
Balance Amounts Balance
brought repaid o/standing
forward
: £ £ £
Mr B Phaneuf - - -
2020
Balance -Amounts Balance
brought repaid o/standing
forward
£ £ £
Mr B Phaneuf 8,044 (8,044) -

30. Related party transactions

During the year the M Subs Ltd invoiced Submergence Group LLC a total of £4,749,354.97 for services
and in relation to long term construction projects.The trade debtor balance at 31/12/2021 for
Submergence Group LLC totaled £1.328m. Submergence Group LLC owns 100% of M Subs Ltd.
Submergence Group LLC invoiced MSubs a total of £51,160 for services rendered during the financial
year.

During the financial year M Subs Ltd invoiced Promare a US non-profit corporation and charity a total
of £5684,977.12 for the design and build of the Mayflower Autonomous Ship. Promare shares a number
of key management personnei with Submergence Group and M Subs Ltd.

31.  Controlling party

The company is controlled by Submergence Group LLC (shareholder). Submergence Group LLC is
controlled by Mr G Cook and Mr B Phaneuf.
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