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UAV TACTICAL SYSTEMS LIMITED

STRATEGIC REPORT
FOR THE YEAR ENDED 31 DECEMBER 2023

The directors present the strategic report for the year ended 31 December 2023.
Review of the business

The activities of the company comprise the design, developmeant, manufacture and service provision of Intelligence,
Surveillance and Reconnaissance capabilities as a defence electronics contractor in the Aerospace sector.

Results and performance

The revenue generated by the company totalled £21,362,000 (2022 - £16,141,000) with a reported operating profit of £
984,000 (2022 - £52,000 loss).

The increase in revenue was expected as this was generated from expected new business. The caompany goes into 2024
with an adequate order book and liquidity.

Business environment

The UK and export sectors are highly competitive, particularly in the service provision sector. The continuous advancement
of technology and the challenges of the end customer's needs means it is essential we keep abreast of advances, whilst
working with our end customers to deliver their needs.

Strategy
The company's success is depencent upon the proper selection and pricing of new business opportunities and cngoing
management of its existing programmes. We believe it is important to maintain our share of the UK market, whilst pursuing

export oppertunities, for both design and build and service provision type programmes in a competitive arena.

We will continue to focus our UK programme on delivering high quality support, in addition to reducing the cost of ownership
to our end customer. System reliability and end user satisfaction are a key focus.

Key performance indicators 2023 2022
£000's £000's
Revenue 21,362 16,140
Operating profit/{loss) 984 (52)
Equity 4,410 3,372

Principal risks and uncertainties

The company is exposed to uncertainties and risks in delivering its activities. The risks have been reviewed and measures
put in place to address the threat and potential impact to the company. Such measures included adeguate resource
availability to deliver our programmes and cantracts with our supply-chain to focus on meeting customer defined key
performance indicators.

The procedures provide a framework and risk mitigation plans to ensure we have sufficient financial reserves to deliver our
contractual obligations along with giving us the financial strength and capital adequacy to support the growth of the business.




UAV TACTICAL SYSTEMS LIMITED

STRATEGIC REPORT (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2023

Future developments

The company plans to strengthen its position in both the UK and export sectors, building cn its expertise and agility to deliver
complex solutions to our customers. It is anticipated that there will be oppertunities from existing customers along with new
customers, particularly in the export market.

On behalf of the board

C Hindle
Director
10 September 2024




UAV TACTICAL SYSTEMS LIMITED

DIRECTORS® REPORT
FOR THE YEAR ENDED 31 DECEMBER 2023

The directors present their annual report and financial statements for the year ended 31 December 2023.

Matters covered in the strategic report

As permitted by Paragraph 1A of Schedule 7 to the Large and Medium-sized Companies and Groups {Accounts and
Reports) Regulations 2008 certain matters which are recuired to ke disclosed in the directors’ report have been omitted as
they are included in the strategic report. These matters relate to principal activiies, business review, key performance
indicators, principal risks and uncertainties and future developments.

Results and dividends
The results for the year are set out on page 9.

Ordinary dividends were paid amounting to £Nil (2022 - £Nil).
Going concern
The board of directors has considered the level of reserves and the financial resources available to UAV Tactical Systems

Limited and considers that these are adequate to meet its operational needs for the foreseeable future.

In view of the above, the directors have continued 1o adopt the going concern basis in preparing the financial statements.

Directors
The directors who held office during the year and up to the date of signature of the financial statements were as follows:

R Applegate

S Stratton

V' Haimovich

P Campbell (Resigned 26 February 2023)
Z Gofer (Resigned 26 Fabruary 2023)
C Hindle

A Laing (Appointed 9 April 2023}

Y Shmuely (Appointed 20 March 2023)

Directors” liabilities
The company has not granted any indemnity against liability ta its directors during the year or at the date of approving the
directors’ report.

Statement of disclosure to auditor

So far as each person who was a director at the date of approving this report is aware, there is no relevant audit information
of which the company's auditor is unaware. Additionally, the directors individually have taken all the necessary steps that
they ought to have taken as directors in order to make themselves aware of all relevant audit information and to establish
that the company’'s auditor is aware of that information.

Auditor
In accordance with the company’s articles, a resolution proposing that Edwards be reappointed as auditor of the company
will be put at a General Meeting.




UAV TACTICAL SYSTEMS LIMITED

DIRECTORS® REPORT (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2023

On behalf of the board

C Hindle
Director

10 September 2024




UAV TACTICAL SYSTEMS LIMITED

DIRECTORS® RESPONSIBILITIES STATEMENT
FOR THE YEAR ENDED 31 DECEMBER 2023

The directors are respeonsible for preparing the annual repeort 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
clected ta prepare the financial statements in accordance with United Kingdom Generally Accepted Accounting Practice
(United Kingdom Acccunting Standards and applicable law). Under company law the directors must not approve the financial
statements unless they are satisfied that they give a true and fair view of the state of affairs of the company and of the profit
or loss of the company for that period. In preparing these financial statements, the directors are required to:

* select suitable accounting policies and then apply them consistently;

* make judgements and accounting estimates that are reasonable and prudent;

* state whether applicable UK Accounting Standards have been followed, subject to any material departures disclosed
and explained in the financial statements; and

® prepare the financial statements on the going cancern basis unless it is inapprepriate to presume that the company
will continue in business.

The directors are respansible 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 far taking reasonable steps for the prevention and detection of fraud and other
irregularities.




UAV TACTICAL SYSTEMS LIMITED

INDEPENDENT AUDITOR'S REPORT
TO THE MEMBERS OF UAV TACTICAL SYSTEMS LIMITED

Opinion

We have audited the financial statements of UAV Tactical Systems Limited (the 'company'} for the year ended 31 December
2023 which comprise the profit and loss account, the balance sheet, the statement of changes in equity and notes to the
financial statements, including significant accounting policies. The financial reporting framewaork that has been applied in their
preparation 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 the financial statements:
* give a true and fair view of the state of the company's affairs as at 31 December 2023 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 cenducted our audit in accordance with International Standards on Auditing (UK) (1SAs {UK)) and applicable law. Gur
responsibilities under those standards are further described in the Auditor's responsibilities for the audit of the financial
statements secticn of our report. We are independent of the company in accordance with the ethical requirements that are
relevant to our audit of the financial statements in the UK, including the FRC’s Ethical Standard, and we have fulfilled our
other ethical responsibilities in accordance with these requirements. We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our opinion.

Conclusions relating to going concern
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 caompany's ability to continue as a going cencern for a period of
at least twelve months from when the financial statements are authorised for issue.

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

Other information

The other information comprises the information included in the annual repart other than the financial statements and our
auditor's report thereon. The directors are responsible for the other information contained within the annual report. Our
opinion on the financial statements does not cover the other information and, except to the extent otherwise explicitly stated
in our report, we do not express any form of assurance conclusion therson. Our respensibility 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 abfainad in the course of the audil, or atherwise appears o he materially misstated. If we identify such material
inconsistencies or apparent materlal misstatements, we are required to determine whather this gives rise to a material
misstatement in the financial statements themselves. 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.

Opinicns on other matters prescribed by the Companies Act 2006
In our opinion, based on the work undertaken in the course of our audit:
® the information given in the strategic report and the directors' report for the financial year far which the financial
statements are prepared is cansistent with the financial statements; and
® the strategic report and the directors’ report have been prepared in accerdance with applicable legal requirements.




UAV TACTICAL SYSTEMS LIMITED

INDEPENDENT AUDITOR'S REPORT (CONTINUED)
TO THE MEMBERS OF UAV TACTICAL SYSTEMS LIMITED

Matters on which we are required to report by exception
In the light of the knowledge and understanding of the company and its environment obtainad in the course of the audit, we
have not identified material misstaterments in the strategic report or the directors' report.

We have nothing to report in respect of the following matters in relation to which the Companies Act 2006 requires us to
report to you if, in our opinion:
® adequate accounting records have not been kept, or retumns adequate for our audit have not been received from
branches not visited by us; or
* the financial stazements are not in agreement with the accounting records and returns; or
® certain disclosures of 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 relaled to going concern and using the going concern basis of
accounting unless the directors either intend to liquidate the company or to cease operaticns, or have no realistic alternative
but to do so.

Auditor's responsibilities for the audit of the financial statements

Our ohjectives 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 cur opinion. Reasonable assurance
is a high level of assurance but is not a guarantee that an audit conducted in accordance with 1SAs (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 econcmic decisicns of users taken on the basis of
these financial statements.

Irregularilies, including lraud, are inslances of non-compliance with laws and regulations, We design procedures in line with
our responsibilities, outlined above, to detect material misstatements in respect of irregularities, including fraud. The extent to
which our procedures are capable of detecting irregularities, including fraud, is detailed below.

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

We identified the greatest risk of material impact on the financial statements from irregularities, including fraud, to be in the
following areas: the override of controls by management, revenue journals, inappropriate treatment of non-routine
transactions and areas of estimation uncertainty specifically relating to revenue recognition under long term contracts and
lease accounting. Our audit procedures to respond to these risks included enquiries of management about their own
identification and assessment of the risks of irregularities, review and discussion of nen-routine transactions, sample testing
on the posting of journals and review of accounting estimates for biases.

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

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

E{?d,iﬁi‘gP 8&'&‘?&‘5’&%& %?rﬁég&gﬁ?lﬁ“ﬁgg'is available on the Financial Reporting Council's website at:

https:#www fre.org.uk/auditorsresponsibilities. This description forms part of our auditor's report.




UAV TACTICAL SYSTEMS LIMITED

INDEPENDENT AUDITOR'S REPORT (CONTINUED)
TO THE MEMBERS OF UAV TACTICAL SYSTEMS LIMITED

Use of our report

This report is made solely to the company’s members, as a hody, 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. Te the fullest extent permitted by law, we do not
accept or assume responsibility to anyone other than the cempany and the company’s members as a body, for our audit
work, for this report, or for the opinions we have formed.

Paul Tonks BSc {Econ) FCA (Senior Statutory Auditor)
For and on behalf of Edwards 13 September 2024

Chartered Accountants

Statutory Auditor 34 High Street
Aldridge
Walsall
West Midlands
W59 8LZ




UAV TACTICAL SYSTEMS LIMITED

PROFIT AND LOSS ACCOUNT
FOR THE YEAR ENDED 31 DECEMBER 2023

Notes
Turnover 3
Cost of sales
Gross profit
Administrative expenses
Other operating income
Operating profiti{loss) 4
Interest receivable and similar income 8
Interest payable and similar expenses 9
Profit/{loss) before taxation
Tax an profiti{loss) 10

Profit/{loss) and total comprehensive income for the
financial year

2023
£000's

21,362
(18,218)

3,144

(2,272)
113

985

231
6)

1,210

(171

1,039

The profit and loss account has been prepared on the basis that all aperations are continuing operations.

2022
£000's

16,141
(14,124)

2,07

(2,086)
17

52)

{1

{56)

37




UAV TACTICAL SYSTEMS LIMITED

BALANCE SHEET
AS AT 31 DECEMBER 2023

Fixed assets
Intangible assets
Tangible fixed assets

Current assets

Stocks

Debtors

Cash at bank and in hand

Creditors: amounts falling due within one
year

Net current assets

Total assets less current liahilities

Creditors: amounts falling due after more

than one year
Lease liahilities

Net assets

Capital and reserves
Called up share capital
Profit and loss reserves

Total equity

Notes

11
12

13

14

15

19

2023
£000's

77
315

392

1,030
14,271
8,632

23,933

19,914

4,019

4,411

4,411

4.411

4,411

2022
£000's

85
565

650

719
4,894
10,879

16,492

13,672

2,820

3,470

3,372

The financial statements were approved by the board of directors and authorised for issue on 10 September 2024 and are

signed on its behalf by:

C Hindle
Director

Company Registration No. 05241592

-10 -




UAV TACTICAL SYSTEMS LIMITED

STATEMENT OF CHANGES IN EQUITY

FOR THE YEAR ENDED 31 DECEMBER 2023

Balance at 1 January 2022

Year ended 31 December 2022:
Loss and tolal comprehensive income for the year

Balances at 31 December 2022

Year ended 31 December 2023:
Profit and total camprehensive income for the year

Balances at 31 December 2023

Share capital

£000's

Retained
earnings
£000's

3,409

{37)

3,372

Total

£000°s

3,409

11 -




UAV TACTICAL SYSTEMS LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2023

1.1

1.2

Accounting policies

Company information

UAV Tactical Systems Limitad is a private company limited by shares incorporated and domiciled in England and
Wales. The registered office is Unit F Meridian East, Meridian Business Park, Braunstone Town, Leicester,
Leicestershire, LE12 1WZ. .

Accounting convention
The financial statements have been prepared in accordance with Financial Reporting Standard 101 Reduced
Disclosure Framework {(FRS 101) and in accordance with applicable accounting standards.

The financial statements are prepared in sterling, which is the functional currency of the company. Monetary amounts
in thesea financial statemeants are rounded to the nearest £000's.

The preparation of financial statements in compliance with FRS 101 requires the use of certain critical accounting
estimates. It also requires management to exercise judgement in applying the company's accounting policies.

The financial statements have been prepared under the historical cost convention. The principal accounting policies
adopted are set out below.

As permitted by FRS 101, the company has taken advantage of the following disclosure exemptions from the
requirements of IFRS:

®* the requirement in paragraph 38 of IAS 1 'Presentation of Financial Statements' to present comparative
informaticn in respect of:

®* paragraph 79(a)(iv) of 1AS 1;

® paragraph 73(e) of IAS 16 Property, Plant and Equipment;

® paragraph 118{e} of IAS 38 Intangible Assets;
®* the requirements of paragraphs 10(d), 10{f), 16, 38A, 38B, 38C, 380, 40A, 40B, 40C, 40D, 111 and 134 - 136
of IAS 1 Presentation of Financial Statements
the requirements of IAS 7 Statement of Cash Flows
the requirements of paragraph 17 and 18A of ISA 24 Related Party Disclosures
the: requirements in 1AS 24 Related Party Disclosures In disclose related party transactions entered inte
hetween two or more members of a group, provided that any subsidiary which is a party o the transaction is
wholly owned by such a member
the requirements of paragraphs 134(d} - 134(f) and 135(c) - 135(e) of IAS 36 Impairment of Assets
the requirements of IFRS 7 Financial Instruments: Disclosures
the requirements of paragraphs 91 - 99 of IFRS 13 Fair Value Measurement
the requirements of the second sentence of paragraph 110 and paragraphs 113(a), 114, 115, 118, 119(a) to
(c), 120 t0 127 and 122 of IFRS 15 Revenus from Contracts with Custemers.
Going concern
The directors have at the time of approving the financial statements, a reasonable expectation that the company has
adequate resources to continue in operational existence for the foreseeable future. Thus the directors continue to
adopt the going concern basis of accounting in preparing the financial statements.

12 -




UAV TACTICAL SYSTEMS LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2023

1

1.3

Accounting policies (Continued)

Revenue recognition
The company’s principles of revenue recognition were the following:

Unbundling of multiple performance obligations within a single contract

Some contracts include the supply to the customer of distinct goods and services {for instance contracts combining
build followed by operation and maintenance). In such situations, IFRS 15 requires the contract to be segmented into
separate companents ("performance cbligations”), with each component being accounted for separately, with its own
revenue recognition method and margin rate. The selling price is allocated to each performance obligation in
proportion to the standalone selling price of the underlying goods and services. This allocation should reflect the share
of the price to which the company expects to be entitled in exchange for the supply of these goods or services.
Options notified by the customer for the supply of distinct additional goods or services are generally accounted for
separately.

Evaluation of revenue allocated to performance obligations

Revenue includes contractual income from claims only when it is highly probable that such claims will be accepted by
the customer. Contractual amendments negotiated with customers are included in the selling price only when they
become legally enforceable. Variable consideration included in the selling price is taken into account only to the extent
that itis highly probable that a significant reversal in the amount of revenue already recognised will not occur when the
uncertainty associated with the variable consideration is subsequently resolved. Penalties for late delivery or for the
impraper execution of a contract are recognised as a deduction from revenue. If the financing compenent is deemed
significant, the selling price is adjusted to reflect a "cash" selling price for the goods and services provided. A financing
component exists when either the company or customer obtains a significant benefit of financing, through contractual
terms.

Recognition of revenue over time or at a point in time

Revenue associaled with each performance obligation identified within a contract is recognised when the obligation is
satistied, i.e. when the control of the promised gocds or services is transterred to the customer. To demonstrate that
the transfer of goods is progressive and revenue can be recognised aver time, the fellowing cumulative criteria are
required:

.t

® tcompany has an imevocabla right to payment (corresponding to costs incurrad, plus a reasonable profit
margin} for the work performed to date, in the event of termination for reasons other than the company's failure
to perform as promised.

These criteria are fulfilled by the vast majority of the company’s contracts that include the design and delivery of
complex goods, Revenue from the sale of goods with an alternative use, andfor for which the company has no right to
payment in case of termination for convenience by the customer, is recognised when the goods are delivered to the
customer. Revenue from service contracts is generally recognised over time, as the customer simultaneously receives
and consumes the henefits of these services provided by the company.

The percentage of completion method generally used is expense-based, with revenue recognised based on the costs
incurred to date in relation to the total costs expected upon completion. Bid costs are expensed as incurred under
distribution costs in the statement of comprehensive income. Consequently, they are excluded from contract margin.
Expected losses on contracts are fully recognised as sooh as they are identified.

-13 -




UAV TACTICAL SYSTEMS LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2023

1.4

1.5

1.6

1.7

Accounting policies (Continued)

Research and development

In the research phase of an internal project it is not possible to demonstrate that the project will generate future
economic benefits and hence all expenditure on research shall be recognised as an expense when it is incurred.
Intangible assets are recognised from the development phase of a project if and only if certain specific criteria are met
in order to demonstrate the asset will generate probable future economic benefits and that its cost can be reliably
measured. The capitalised development costs are subsequently amortised on a straight line basis over their useful
economic lives, which range from 3 to 6 years.

If it is not pessible to distinguish between the research phase and the development phase of an internal project, the
expenditure is treated as if it were all incurred in the research phase only.

Intangible assets other than goodwill (software)
Software is measured initially at purchased cost and amortised on a straight-line basis over its estimated useful life of
three years.

Tangible fixed assets

Fixtures and equipment are stated at cost, net of depraciation and any provision for impairment. Depreciation is
provided on all tangible fixed assets at rates calculated to write off the cest or valuation, less estimated residual value,
if any, of each asset on a straight-line basis over its expected useful life, as follows:

Right of use assets Over the term of the lease
Fixtures and fittings 7 years

Service equipment 3-5 years

Computer equipment 3 years

Residual values are calculated on current market prices, less costs to sell as if the asset was already of the age and in
the condition expected at the end of its useful life.

A tangible fixed asset is derecognised upon disposal or when no future economic benefits are expected from its use or
disposal. Any gain or loss arising on derecognition of the asset (calculated as the difference between the net disposal
proceeds, if any, and the carrying amount of the asset) is included in the stalement of comprehensive income when
the asset is derecognised.

Interest costs incurred in bringing assets to a state where they are ready to be used are capitalised as part of the costs
of the asset.

Borrowing costs

Borrowing costs direcily attributable to the acquisition, construction or preduction of qualifying assets, which are assets
that necessarily take a substantial period of time to get ready for their intended use or sale, are added to the cost of
those assets, until such time as the assets are substantially ready for their intended use or sale. Investment income
earned on the temporary investment of specific borrowings pending their expenditure on gualifying assets is deducted
from the borrowing costs eligible for capitalisation.

All ether borrowing casts are recagnised in profit or lass in the period in which they are incurred.

14 -




UAV TACTICAL SYSTEMS LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2023

1.8

1.9

Accounting policies (Continued)

Impairment of tangible and intangible assets

At each reporting date the company reviews the carrying amaounts of its tangible assets and intangible assets to
determine whether there is any indication that those assets have suffered an impairment loss. If any such indication
exists, the recoverable amount of the asset is estimated in order to determine the extent of the impairment loss, if any.

Recoverable amount is the higher of fair value less costs to sell and value in use. In assessing value in use, the
estimated future cash flows are discounted to their present value using a pre-tax discount rate that reflects current
market assessments of the time value of money and the risks specific to the asset.

If the recoverable amount of an asset is estimated to be less that its carrying amount, the carrying amount of the asset
is reduced to its recoverable amount, An impairment loss is recognised immediately in profit or loss,

Cash at bank and in hand

Cash and cash equivalents comprise cash on hand and demand deposits, and other short-term highly liquid
investiments that are readily convertible to a known amount of cash and are subject to an insignificant risk of changes
in value,

Financial instruments
Financial assets and financial liahilities are recognised on the company's balance sheet when the company becomes a
party to the contractual provisions of the instrument.

Financial assets
Financial assets are classified, at initial recognition, as subsequently measured at amortised cost, fair value through
other comprehensive income (OCI), or fair value through profit or loss.

The classification of financial assets at initial recagnition depends on the financial asset's contractual cash flow
characteristics and the company's businass model for managing them. With the exception of trade receivables that do
not contain a significant financing component or for which the company has applied the practical expedient, the
company initially measures a financial asset at its fair value plus, in the case of a financial asset not at fair value
through profit or loss, transaction costs, Trade receivables that do not contain a significant financing component, or for
which the company has applied the practical expedient, are measured at the transaction price.

For purposes of subsequent measurement, financial assets are classified in four calegories:

* financial assets at amortised cost (debt instruments);
financial assets at fair value through OCI with recycling of cumulative gains and losses {debt instruments);
financial assets designated at fair value through OCI with no recycling of cumulative gains and losses upon
derecognition (equity instruments); or

* financial assets at fair value through profit or loss.

-15 -




UAV TACTICAL SYSTEMS LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2023

1

Accounting policies (Continued)

Financial assets {continued}
The company has no financial assets measured at fair value through OCI with recycling of cumulative gains, or at fair
value through OCI with recycling on derecognition, or at fair value through profit or loss.

Financial assets at ameortised cost are subsequently measured using the effective interest method and are subject to
impairment. Gains and losses are recognised in profit or loss when the asset is derecognised, modified or impaired.
The company's financial assets measured at amortised cost comprise amounts owed from group undertakings and
contract assets.

A financial asset (or, where applicable, a part of a financial asset or part of a group of similar financial assets) is
derecognised when:

® the rights to receive cash flows from the asset have expired; or

® the company has transferred its rights to receive cash flows from the asset or has assumed an ohligation to pay
the received cash flows in full without material delay to a third party under a "pass-through' arrangement; and
either (a) the company has transferred substantially zll the risks and rewards of the asset, or (b) the company
has neither transferred nor retained substantially all the risks and rewards of the asset, but has transferred
control of the asset.

When the company has transferred its rights to receive cash flows from an asset or has entered into a pass-through
arrangement, it evaluates if, and to what extent, it has retained the risks and rewards of ownership. When it has neither
transferred nor retained substantially all of the risks and rewards of the asset, nor ransferred control of the asset, the
asset is recognised to the extent of the company's continuing involvement in the asset. In that case, the company also
recognises an associated liability. The transferred asset and the associated liability are measured on a basis that
reflects the rights and obligations that the company has retained.

Conlinuing involvement that takes the form of a guarantee over the transferred asset is measured at the lower of the
original carrying amount of the asset and the maximum ameunt of consideration that the campany could be required to
repay.

Impairment of financial assefs

The company recognises an allowance for expected credit losses (ECLs) for all debt instruments not held at fair value
through profit or loss. ECLs are based on the difference between the contractual cash flows due in accordance with
the contract and all the cash flows that the company expects to receive, discounted at an approximation of the ariginal
effective interest rate. The expected cash flows will include cash flows from the sale of collateral held or other credit
enhancements that are integral to the contractual terms.

For trade receivables and contract assets, the company applies a simplified appreach in calculating ECLs. The ¢
ompany does not track changes in credit risk, but instead recognises a loss allowance based on lifetime ECLs at each
reporting date. The company has established a provision matrix that is based on its historical credit loss experience,
adjusted for forward-looking factors specific 10 the debtors and the economic environment.

The company considers a financial asset in default when contractual payments are 90 days past due. However, in
certain cases, the company may also consider a financial asset to be in default when internal or external information
indicates that the company is unlikely to receive the outstanding contractual amounts in full before taking into account
any credit enhancements held by the company. A financial asset is written off when there is no reasonable expectation
of recovering the contractual cash flows.
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UAV TACTICAL SYSTEMS LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2023

1

1.12

Accounting policies (Continued)

Financial liabilities

Financial liabilities are classified, at initial recognition, as financial liabilities at fair value through profit or loss, loans
and borrowings, payables, or as derivatives designated as hedging instruments in an effective hedge, as appropriate.
All financial liabilities are recognised initially at fair value and, in the case of loans and borrowings and payables, net of
directly attributable transaction costs. The company's financial liabilities include trade and other payables, loans and
borrowings including bank overdrafts, and derivative financial instruments.

For purposes of subsequent measurement, financial liabilities are classified in two categories:

® financial liabilities at fair value through profit or loss
® financial liabilities at amortised cost (Joans and horrowings}

Financial liabilities at fair value through profit or loss include financial liakilities held for trading and financial liabilities
designated upon initial recognition as at fair value through profit or loss. Financial liabilities are classified as held for
trading if they are incurred for the purpose of repurchasing in the near term. This category also includes derivative
financial instruments entered into by the company that are not designated as hedging instruments in hedge
relationships as defined by IFRS 9. Separated embedded derivatives are also classified as held for trading unless they
are designated as effective hedging instruments. Gains or losses on liabilities held for trading are recognised in the
statement of profit or loss. Financial liabilities designated upon initial recognition at fair value through profit or loss are
designated at the initial date of recognition, and only if the criteria in IFRS 9 are satisfied. The company has not
designated any financial liability as at fair value through profit or loss.

Financial liabilities at amortised cost is the category most relevant to the company. After initial recognition,
interest-bearing loans and borrowings are subsequently measured at amortised cost using the effective interest
method. Gains and losses are recognised in profit or loss when the liabilities are derecognised as well as through the
effective interest amortisation process. Amortised cost is calculated by taking into account any discount or premium on
acquisition and fees or costs that are an integral part of the effective interest method. The effective interest
amertisation is included as finance costs in the statement of profit or loss. This category generally applies to
interest-bearing loans and horrowings.

A financial liability is derecognised when the obligation under the liability is discharged or cancelled or expires. When
an existing financial liability is replaced by another from the same lender on substantially different terms, or the terms
of an existing liability are substantially modified, such an exchange or modification is treated as the derecognition of
the original liability and the recognition of a new liability. The difference in the respeclive carrying amounts is
recognised in the statement of profit or loss.

Financial assets and financial liahilities are offset and the net amount is reported in the cansclidated statement of
financial position if there is a currently enforceable legal right lo offset the recognised amounts and there is an intention
to setlle on a net basis, to realise the assets and settle the liabilities simultaneously.

Trade debtors

Trade debtors are carried at amortised costs using the effective interest rate method, less any impairment (in the
majority of cases this will equate to the original invoice amount less an estimate made for doubtiul debtors based on a
review of all outstanding amounts at the year-end). Bad debts are written off when identified.

Trade creditors
Trade creditors are initially measured at fair value and are subsequently measured at amortised cost using the
effective interest rate method.
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UAV TACTICAL SYSTEMS LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2023

1.15

1.18

Accounting policies (Continued)

Stocks

Stacks, which is exclusively work in progress, is measured at the lower of cost or net realisable value. Cost includes
direct labour and an attributable preportion of manufacturing overheads, including indirect labour, based on normal
levels of activity.

Share capital
An equity instrument is any contract that evidences a residual interest in the assets of an entity after deducting all of its
liabilities.

Ordinary shares are classified as equity.

Taxation
The tax charge/(credit) comprises current and deferred tax.

Current tax

The income tax expensa/{credit) is recognised in the income statement except to the extent that it relates to items
recognised directly in equity in which case it is recognised in equity. Current tax is the expected tax
payable/(receivable) on the profit/(loss) for the year and any adjustments in respect of previous years using tax rates
enacted or substantively enacted at the reporting date,

Deferred tax

Deferred tax is recognised using the balance sheet liability method, praviding far temporary differences hetween the
carrying amounts of assets and liabilities for financial reporting purposes, and the amounts used for taxation purposes.
Deferred tax assets are recognised to the extent that it is probable that future taxable profits will be available against
which the asset can be utilised. Deferred tax is provided using rates of tax that have been enacted or substantively
enactad at the reporting date or he date thal the temporary differences are expected to reverse.

Deferred tax assets are raviewed at each reporting date and are reduced to the extent that it is no longer probable that
the related tax benefit will be realised.

Provisions

Pravisions are recognised when the company has a present obligation as a result of a past event, and it is probable
that the company will be required to settle that ebligation. Provisions are measured at the Directors’ best estimate of
the expenditure required to settle the obligation at the reporting date, and are discounted to present value where the
effect is material.

Employee benefits
The costs of short-term employee benefits are recognised in profit or loss in the period in which the service is
rendered.

The expected cost of compensated absences is recognised as an expense as the employees render services that
increase their entitlement or, in the case of non-accumulating absences, when the absence occurs.

Retirement benefits
Payments to defined contribution retirement benefit schemes are charged as an expense as thay fall due.
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UAV TACTICAL SYSTEMS LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2023

1

1.19

1.20

1.21

Accounting policies (Continued)

Leases

Al inception, the company assesses whether a contract is, or contains, a lease within the scope of IFRS 15. A contract
is, or centains, a lease if the contract conveys the right to control the use of an identfified asset for a period of time in
exchange for consideration. Where a tangible asset is acquired through a lease, the company recognises a
right-of-use asset and a lease liability at the lease commencement date. Right-of-use assets are included within
tangible fixed assets, apart from those that meet the definition of investment property.

The right-of-use asset is initially measured at cost, which comprises the initial amount of the lease liability adjusted for
any lease payments made at or before the commencement date plus any initial direct costs and an estimate of the cost
of chligations to dismantle, remove, refurbish or restore the underlying asset and the site on which it is located, less
any lease incentives received.

The right-of-use asset is subsequently depreciated using the straight-line methed from the 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 estimated useful lives of
right-of-use assets are determined on the same basis as those of other tangible fixed assets. The right-of-use asset is
periodically redused by impairment losses, if any, and adjusted for certain remeasurements of the lease liability.

The lease liability is initially measured at the present value of the lease payments that are unpaid at the
commencement date, discounted using the interest rate implicit in the lease or, if that rate cannot be readily
determined, the company's incremental borrowing rate. Lease payments included in the measurement of the lease
liability comprise fixed payments, variable lease payments that depend on an index or a rate, amounts expected to be
payable under a residual value guarantee, and the cost of any options that the company is reasonably certain to
exercise, such as the exercise price under a purchase option, lease payments in an optional renewal period, or
penalties for early termination of a lease.

The lease liabilily is measured al amorlised cost using he elleclive interest method. ILis remeasured when there is a
change in: future lease payments arising from a change in an index or rate; the company's estimate of the amount
expected to be payable under a residual value guarantee; or the company's assessment of whether it will exercise a
purchase, extension or termination option. When the lease liability is remeasured in this way, a corresponding
adjustment is made to the carrying ameunt of the right-of-use asset, or is recorded in profit or loss if the carrying
amount of the right-of-use asset has been reduced to zero.

The company has elected not to recognise right-ol-use assets and lease liabilities for short-term leases of machinery
that have a lease term of 12 menths or less, or for leases of low-value assets including IT equipment. The payments
associated with these leases are recognised in profit or loss on a straight-line basis over the lease term.

Finance income

Finance income is recognised in the income statement and comprise interest earned on cash and cash equivalents
and other interest bearing financial assets on a time basis, by reference to the principal outstanding and at the interest
rate applicable, as well divided income from subsidiary companies and other companies in which the company holds
an investment which carries the right to receive dividends.

Foreign currencies

Transactions in currencies other than pounds sterling are recorded at the rates of exchange prevailing on the dates of
the transactions. At each reporting date, monetary items denominated in foreign currencies are retranslated at the
rates prevailing on the reporting date. Non-monstary items carried at fair value that are denominated in foreign
currencies are retranslated at the rates prevailing on the date when the fair value was determined.

Exchange differences arising on the relranslation or settlement of monetary items, are included in profit ar loss for the
period.
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UAV TACTICAL SYSTEMS LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2023

2 Critical accounting estimates and judgements

The preparation of financial statements requires the company te make estimates and judgements that affect the
applicaticn of policies and reported amounts. Estimates and judgements are continually evaluated and are based on
historical experience and other factors including expectations of future events that are believed to be reasonable under
the circumstances. Actual results may differ from these estimates. The estimates and assumptions which have a
significant risk of causing a material adjustment to the carrying amount of assets recognised in the financial statements
are reviewed on a regular basis, and are listed below:

Revenue from contracts with customers

Ravenue from contracts with customers is accounted for in accordance with IFRS 15. This requires judgements to
estimate future expected costs to be incurred. Further details on revenue from contracts with customers are disclosed
above in the company's accounting pelicies.

The judgements and estimates regarding recognition are based on estimates of total expected contract revenue and
costs, which are subject to revision as the contract progresses. Total expected revenue and costs an a contract reflect
management's best estimate of the total contract value {including estimates of variable consideration} and obligations
associated with the contract. Assumptions to calculate present and future obligations take into account current
technology as well as the commercial and contractual positions, assessed on a contract-by-contract basis. The
intreduction of techneclogically advanced products exposes the company to risks of product failure significantly beyond
the terms of standard contractual warranties applying to the supply of equipment only.

In addition, obligations ¢n contracts may expose the company to penalties due to late completion of milestones or
additional costs due to project modifications, suppliers' or subcontractors’ failure to perform or delays caused by
unexpected conditions or events.

Whilst the company makes and regularly reviews assumptions relating to these inherent risks, there is a risk that the
actual oulcomes against these assumptions may differ malerially with the result that financial performance already
reported may need to be revised and estimates of future financial performance may alsc need to be revised.

Lease accounting

At inception, the company assesses whether a contract is, or contains, a lease within the scope of IFRS 18. A contract
is, or contains, a lease if the contract conveys the right to control the use of an idenlified asset for a period of time in
exchange for consideration. Where a tangible asset is acquired through a lease, the company recognises a right-of-use
asset and a leasae liability at the lease commencement date. Right-of-use assets are included within tangible fixed
assels, apart from those that meet the definition of investment property.

3 Turnover
2023 2022
£000's £000's
Turnover analysed by class of business
Revenue from construction contracts 9,906 5,060
Revenue from service contracts 11,456 11,081
21,362 16,141

We have not provided a geographical split of turnover because the directors consider that such disclosure would be
seriously prejudicial to the commercial interest of the company.
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UAV TACTICAL SYSTEMS LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2023

4 Operating profit/{loss)

2023 2022
£000's £000's
Operating profit/{loss} for the year is stated after charging/(crediting):
Exchange losses 160 -
Depreciation of property, plant and equipment 358 410
Amorlisation of intangible assets 57 52
§ Auditor's remuneration
2023 2022
Fees payable to the company's auditor and associates: £000's £000's
For audit services
Audit of the financial statements of the company 27 25
For other services
Other services 3 3

L} Employees

The average monthly number of persons {including directors) employed by the company during the year was:

2023 2022

Number Number

Engineering 23 14

Operations 24 23

Programmes 29 22

Services 12 13

Support functions 9 9

Total 97 81
Their aggregate remuneration comprised:

2023 2022

£000's £000's

Wages and salaries 5,399 4,235

Social security costs 544 467

Pension costs 295 239

6,238 4,941

During the year, the company utilised the services of personnel seconded from the shareholders. The company
incurred charges in respect of these secondees of £182,000 (2022 - £173,000), which are included within the above.
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2023

7 Directors’ remunetation

The Directors are paid by the parent companiss and it has been assessed that the appropriate apportionment of their

remuneration for services provided by these directors to the company is £Nil (2022 - £Nil).

There are no long term incentive or retirement benefit schemes in relation to which the Directors are accruing benefits.

8 Interest receivable and similar income
2023
£000's
Interest income
Interest on bank deposits 231
9 Interest payable and similar expenses
2023
£000's
Interest on lease liahilities 6

2022
£000's

-

2022
£000's
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UAV TACTICAL SYSTEMS LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2023

10 Taxation

2023 2022

£000's £000's
Current tax
UK corporation tax on profits for the current period 240 {39
Adjustments in respect of prior periods (62) {27
Total UK current tax 178 {66)
Deferred tax
Crigination and reversal of temporary differences (7) 47
Total tax charge/(credit) 171 {19)

The charge for the year can be reconciled to the profit/{loss) per the profit and loss account as follows:

2023 2022
£000's £000's
Profit/(loss) before taxation 1,210 {56)
Expected tax charge/(credit) based on a corporation tax rate of 23.50% (2022:
19.00%) 284 {11
Effect of expenses not deductible in determining taxable profit 1 1
Adjustment in respect of prior years (62) {27)
Effect of change in UK corporation tax rate (") -
Permanent capilal allowances in excess of depreciation (45) 18
Taxation charge/(credit) for the year 171 {19)

Factors that may affect future tax charges

In October 2022, the UK Government announced that the proposed increase in the UK Corporaticn Tax rate to 25%
will go ahead as planned starting 1 April 2023. As such, the actual deferred tax figure has been calculated at future tax
rates based on the estimated timing of reversal.

There were no other factors that may affect future tax charges.
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UAV TACTICAL SYSTEMS LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2023

" Intangible fixed assets

Computer
software and
licences
£000°s
Cost
At 31 December 2022 736
Additions 19
At 31 December 2023 785
Amortisation and impairment
At 31 December 2022 651
Charge for the year 57
At 31 December 2023 708
Carrying amount
At 31 December 2023 77
At 31 December 2022 85
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UAV TACTICAL SYSTEMS LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2023

12 Tangible fixed assets

Right of use Fixtures and Service Computer Total
assets fittings equipment equipment
£000's £000's £000's £000's £000's
Cost
At 31 December 2022 772 3,132 713 721 5,338
Additions - 103 - 5 108
At 31 December 2023 772 3,235 713 726 5,446

Accumulated depreciation and impairment

At 31 December 2022 530 3,059 571 613 4,773
Charge for the year 139 28 142 49 358
At 31 December 2023 669 3,087 713 662 5,131

Carrying amount

At 31 December 2023 103 148 - 64 315
At 31 December 2022 242 73 142 108 565
13 Stocks
2023 2022
£000's £000's
Work in progress 1,030 719

The total carrying amount of work in progress at 31 December 2023 is £1,030,000 (2022: £719,000) and is free from
any impainment or provision.

14  Debtors

2023 2022

£000's £000's

Corporation tax recoverable 177 268
Amounts owed by fellow group undertakings 12,968 3,974
Contract assets 520 91
Prepayments 144 106
Deferred tax asset 462 455
14,271 4,894

The directars’ cansider that the carrying amount of debtars approximates their fair value.
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

FOR THE YEAR ENDED 31 DECEMBER 2023

15  Creditors: Amounts falling due within one year

Notes

Trade creditors

Amounts owed to fellow group

undertakings

Accruals and deferred income

Taxation and sccial security

Lease liabilities 16

16  Lease liabilities

Due within one year

2023
£000's

1,293

1,308
15,589
1,628
o8

19,914

2022
£000°s

223

968
11,787
550
144

13,672

Due after one year

2023
£000's

2022
£000's

AL 31 December 2023, under IFRS 16, right of use assets capitalised on the statement of financial position totalled
£772,000 (2022 - £772,000) with lease liabilities of £98,000 (2022 - £242,000) included in creditors. During the year
ended 31 December 2023, the depreciation charge of right of use assets is £139,000 (2022 - £139,000) and interest on

lease liabilities is £6,000 (2022 - £11,000).

When measuring lease liabilities, the company discounted lease payments using nctional borrowing rates. For the year
ended 31 December 2023, the weighted average notional borrowing rate was 2.51% (2022 - 2.51%).

Lease liabilities are classified based on the amourts that are expected to be settled within the next 12 months and after

more than 12 menths from the reporting date, as follows:

Current liabilities
Non-current liabilities

Present value

2023
£000's

2022
£000's

144
98

242
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17

18

19

Deferred taxation

The following ars the major deferred tax liabilities and assets recognised by the company and movements thereon

during the current and prior repoerting period.

Asset at 1 January 2022

Deferred tax movements in prior year
Charge/(credit) to profit or lcss

Asset at 1 January 2023

Deferred tax movements in current year
Charge/(credit) to profit or loss

Liability at 31 December 2023

Retirement benefit schemes
Defined contribution schemes

Charge to profit or loss in respect of defined contribution schemes

Accelerated
capital
allowances

£000's

{371)

56

(315)

Other timing
differences

£000's

{131)

{9

{140

{10)

(150)

2023
£000's

295

Total

£000's

(502)

47

(455)

462)

—
~

2022
£000's

239

The company cperates a defined contribution pension scheme for all qualifying employees. The assetls of the scheme
are held separately from those of the company in an independently administered fund.

There were no outstanding pension payable by the company at 31 December 2023 {2022 - £Nil).

Share capital

Issued and fully paid
100 Crdinary shares of £1 each

2023

100

2022

100
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20

21

Related party transactions

During the year the company entered inte transactions in the ordinary course of business with related parties other than
its directors.

During the year, the company made sales amounting to £24,900,000 (2022: £15,942,000) to and purchases amounting
to £7,384,000 (2022: £6,381,000) from various Thales group companies. At 31 December 2023, included within
debtars is £399,000 (2022: £3,833,000) due from, and within craditors is £722, 000 {2022: £457,000) due to these
Thales greup companies.

During the year, the company made purchases amounting te £2,340,000 (2022: £2,901,000) from various Elbit group
companies. At 31 December, included within deblors is £12,240,000 {2022: £81,000) and included within creditors is
£583,000 (2022: £511,000) due to these Elbil group companies.

No amounts due from related parties ware written off during the period and no provision is held against outstanding
balances.
Controlling party

The company is owned 51% by Elbit Systems UK Limited, incorporated in the UK and 49% by Thales UK Limited. Elbit
Systems UK Limited's ultimate parent undertaking is Elbit Systems Limited, incorporated in Israel. Thales UK Limited's
ultimate parent undertaking is Thales S.A., incorparated in France. Copies of the financial statements of Elbit Systems
Limited and Thales S.A. are available from www.elbitsystems.com and www.thalesgroup.com, respectively.
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