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Midland Aerospace Limited
Annual Report and Financial Statements 2020

STRATEGIC REPORT

The Directors present their Strategic Report for the year ended 31 May 2020. The Company’s registered number is 04326476, registered in
England and Wales, United Kingdom.

Principal activities

The principal activity of the Company in the year under review is the manufacturing of precision machined CNC multi-axis components,
fabricated and welded details and assemblies, predominantly supplied to the Aerospace sector.

Review of the year and financial performance

The Company continues to trade within the Aerospace market and saw a strong start to the financial year.

Midland continued to concentrate on satisfying Its current Customers requirements with a view to developing more long-term agreements.
This has proved successful and new partnerships have been forged.

The Defence sector has also been identified as a growth area for the Company and with its stable order profiles is an area that has been
pursued for the immediate future

However, in the early part of 2020, the Aerospace market was severely affected by the Covid 19 pandemic. Midland Aerospace has stayed
open throughout this period to service its major partners, which has been highly appreciated and has further embedded existing
relationships.

No significant orders were lost during this time, but with the grounding of nearly all flights, orders were put back to the new financia! year.
During this difficult time, the business has taken the opportunity to re-evaluate its position and has aligned itself with other precision
engineering companies within the Group to share best practice and production methods.

This has developed and aligned the sales function to a Divisional perspective allowing Midland to offer multi-disciplinary engineering
solutions and processes.

The results show that year on year revenue decreased by 28% for the year ended 31% May 2020 from £9.5m to £6.8m, resulting in a £1.9m
decrease in the gross profit level and subsequent operating loss of (€1.0m). {2019 profit of £0.6m). The net assets of the company at 31
May 2020 amounted to £4.4m (2019 £5.3m).

Future Developments

Focusing on Defence, the Company has made significant progress with Customers to bring new work on board — offering both a cellular
manufacturing option and turnkey solutions.

A rationalisation programme is also planned which is expected to make the business more competitive and able to respond ta its Customers’
needs more efficiently and effectively.

Despite the issues presented by the Pandemic, the Company plans to forge ahead with Investments in Equipment, Technology and Personnel
to further improve efficiency and profitability. This will also allow production of more diverse products for the portfolio.

Key Performance Indicators {KPis)

The Board uses various KPls to monitor and benchmark the effectiveness of the Company’s performance and position but the main KPl is
EBITDA/Sales. For the year ended 31" May 2020 this ratio was {5.19%) {2019 13.86%). EBITDA is calculated by taking the net profit for the
year and adding back net finance costs, Depreciation and Amortisation. Capital Expenditure in the year was £0.2m (2019:£0.2m) and a
Research and Development tax charge of £0.1m (2019 credit of £0.1m), applied as an offset against costs, have been included in the financia!
statements. Gross Profit: Revenue was 9.2% (2019:26%) and Receivable days were 58 days (2019:76 days).

Principal Risks, Financial Risks and Uncertainties
CoVID-19

The coronavirus (COVID-19) pandemic continues to cause some uncertainty in the markets in which the Company operates particularly the
aerospace sector, the effects of the outbreak have impacted the Company’s financial performance through the course of the year to 31 May
2020. The Company continues to be fully compliant with all Government guidelines In all of our operating jurisdictions to ensure the safety
of our warkforce which remains, as always, our primary concern.

———. - —
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Midland Aerospace Limited
Annual Report and Financial Statements 2020

STRATEGIC REPORT (continued)

Principal Risks and Uncertainties {continued}

Risk Mitigation

BREXIT

8rexit poses a unigue risk to any business, whether involved in The Company continues to monitor the effects of Brexit although
the import or export of goods or otherwise. It is still very difficult to fully predict the full economic or future

impact of this risk. Our major supply chain contacts have all
assessed their respective risk for supply and have put mitigation
strategies in place to the best of their current knowledge of where
delays could be caused.

A large proportion of bath our suppliers and customers are UK
based so the risk is minimised to some degree in this respect.

All consequent policies and procedures required to ensure
compliance with legal obligations and industry standards as
necessary will be adhered to. )

On behalf of the Board

.,QQK.,\ VAN C/LO\M'I{’ S

Director
2V April 2021



Midland Aerospace Limited
Annual Report and Financial Statements 2020

DIRECTORS’ REPORT

The Directors present their annual report on the affairs of the Company together with the audited financial statements for the year ended
31 May 2020. ’

Principal activities and business overview

The principal activities, business overview and future prospects of the Company are set out within the Strategic Report on page 4 to 6.

Results and dividends

The results of the Company for the financial year are set out in the Income Statement on page 10. During the year, the Company paid a
dividend of £Nil (2019: £Nil) and there are no recommendations to pay a dividend for the year ended 31* May 2020.

Directors
The Directars, who served during the.year, and up to the date of signing of the financial statements, were as follows:

Eamon John Lyons (resigned 5 May 2020}

Kevin Stewart White {resigned S May 2020)
Gregory Mark Andrews (resigned 7 May 2020)
Andrew Theodore Holt {resigned 1** August 2019)
lain Geoffrey Clarkson (appointed 7 May 2020)
Timothy Pryce (appointed 7 May 2020)

® & & 0 o o

None of the Directors have any material interests in contracts of the Company.

Directors’ indemnities

The Company has made qualifying third-party indemnity provisions for the benefit of its Directors which were made during the year and
remain in force at the date of this report.

Disabled employees

Applications for employment by disabled persons are always fully considered, bearing in mind the aptitudes of the applicant concerned. In
the event of members of staff becoming disabled every effort is made to ensure that their employment with the Company continues and
that appropriate training is arranged. It is the policy of the Company that the training, career development and promotion of disabled
persons should, as far as possible, be identical with that of other employees.

Employee consultation

The Company places considerable value on the involvement of its employees and keeps them informed on matters affecting them as
employees and on the various factors affecting the performance of the Company. This is achieved through formal and informal meetings
and team briefings. Employee representatives are consulted regularly on a wide range of matters affecting their current and future interests.

Political donations

The Company did not make any political danations {2019 £Nil) or incur any political expenditure during the year {2019 £Nil).

Principal risks and uncertainties
Details are set out in the Strategic Report on pages 4 to 6.

Going concern

The Company’s business activities, together with the factors likely to affect its future development, performance and positlon are set out in
the Strategic Report on pages 4 to 6. The financial position of the Company, its cash flows, liquidity position and borrowing facilities are
described in the notes to the financlal statements and include the Company’s objectives, policies and pracesses for managing its capital; its
financial risk management objectives; details of its financial instruments and hedging activities; and its exposure to credit risk and liquidity
risk. As the UK Government has secured a Brexit deal the Company does not consider there to be any significant risk to its operations
following Brexit. The supply chain is constantly monitored, and no significant sourcing difficulties are anticipated.

As highlighted in note 13 to the financial statements, the Company meets its day-to-day working capital requirements through cash
generated by its operations and a revolving asset backed facility that is committed until 31 December 2023. The Company’s forecasts and
projections, taking account of possible changes in trading performance, show that the Company will be able to operate within the level of
its current facility.



Midland Aerospace Limited
Annual Report and Financial Statements 2020

DIRECTORS’ REPORT (continued)

While the COVID-19 pandemic continues to have an impact on the company’s markets, due to the critical nature of many of the applications
and end markets that the Company, the Company’s operations continue to perform satisfactorily and within the guidelines issued by
Governments The Company took advantage of available government furlough and deferred VAT schemes.

Given the nature of the group wide funding facility and the cross company guarantees within I, the management have relied on consolidated
modelling of the financial results and cashflows through to May 2024 performed by the directors of the ultimate holding company.

A detailed Graup financial projection has been prepared running to 31 May 2024. This takes account of the expected impacts of COVID-19
based on experience over the last twelve months of the pandemic. The resultant cashflow projections have been measured against the new
financing facility to test the ongoing compliance against capacity and covenant requirements. The cansolidated headroom forecast indicates
that no breach of covenant is expected in the forecast period.
The directors have also modelled the business performance based on a downgraded forecast incorporating the following 3 scenarios

. Delayed turnaround in Precision Engineering businesses.

. Metals volumes reduced to reflect a further deeper impact of COVID-19;

U Nuclear projected volumes reduced to reflect delays in award and project execution.

Allowing for the above factors the Group still has sufficient headroom to be compliant with covenants throughout the term of the current
financing facility.

Based an their assessment, the directors have a reasonable expectation that the Group and therefore the Company have adequate resources
to continue in operational existence for the foreseeable future.

Further details regarding the adoption of the going concern basis can be found in the Statement of Significant Accounting Policies in the
financial statements,

Statement on disclosure of information to auditors
€ach of the persons who is a director at the date of approval of this report confirms that:
. so far as each director Is aware, there is no relevant audit information of which the Company’s auditors are unaware; and
. each director has taken all the steps that he ought to have taken as a director in order to make himself aware of any relevant

audit information and to establish that the Company’s auditors are aware of that information.

This confirmation is given and should be interpreted in accordance with the provisions of s418 of the Companies Act 2006.

Independent Auditors

In accordance with Sectlon 485 of the Companies Act 2006, a resolution ta reappoint the Independent Auditors, PricewaterhouseCoopers
LLP, will be proposed at the Annual General Meeting.

On behalf of the Board

lain Geoffrey Clarkson

Josi oy (Resee S

Director

22 vl Apil 2021

P
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STATEMENT OF DIRECTORS' RESPONSIBILITIES IN RESPECT OF THE FINANCIAL STATEMENTS
The directors are responsible for preparing the Annual Report and the financial statements in accordance with applicable law and regulation.

Company law requires the directors to prepare financial statements for each financial year. Under that law the directors have prepared the
financial statements in accordance with international accounting standards in conformity with the requirements of the Companies Act 2006.

Under company law, 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 the financial statements, the directors

are required to:
. select suitable accounting policies and then apply them consistently;

. state whether applicable International accounting standards in conformity with the requirements of the Companies Act 2006
have been followed, subject to any material departures disclosed and explained in the financial statements;

. make judgements 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 also responsible for safeguarding the assets of the company and hence for taking reasonable steps for the prevention and

detection of fraud and other irregularities.

The directors are responsible for 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.

On behalf of the Board

lain Geoffrey Clarkson

/Q@_,.\V\ C,WL(AQ&

Director

April 2021
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INCOME STATEMENT
For the year ended 31 May 2020

2020 2019
Note £000 £000
Revenue 1 6,817 9,476
Cost of sales (6,187) (6,967)
Gross Profit 630 2,509
Sales and distribution expenses (343) (409}
Administrative expenses (1,273) (1,503}
Operating (loss)/profit (986) 597
Financial Income 2 205. N
Financial costs 3 (249) {242)
Net finance costs (44) (242)
(Loss)/Profit before taxation 4 (1,030) 355
Tax credit 6 118 58
{Loss)/Profit for the year (912) 413
All {losses)/profits relate to continuing operations.
The statement of significant accounting policies and notes on pages 13 to 25 are an integral part of these financial statements.
STATEMENT OF COMPREHENSIVE INCOME
Year ended 31 May 2020
2020 2019
£000 £000
{Loss)/Profit for the year (912) 413
Other comprehensive Income:
Items that will not be reclassified to profit or loss:
Revaluation of long-term property lease asset - 443
Tax on IFRS16 leases (3) (74}
Other comprehensive Income for the year - 369
Total comprehensivé.f;;fggme)/ Income fortheyear (915) 782

The statement of significant accéunting policies and notes on pages 13 to 25 are an integral part of these financial statements.

10
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BALANCE SHEET
As at 31 May 2020

Note 2020 2019
Assets £000 £000
Inventories 8 445 536
Trade and other receivables 9 4,991 6,056
Cash and cash equivalents 10 184 37
Current income tax asset 34 169
Total Current Assets 5,654 6,798
Property, plant and equipment 7 2,110 2,556
Deferred income tax asset 14 207 91
Total Non-current Assets 2,317 2,647
Total Assets 7,971 9,445
Liabilities .
Trade and other payables 11 {1,120) {(1,401)
Borrowings 12 {1,249) {1,252)
Total Current Uablilities {2,369) (2,653)
Borrowings 12 - (1,128) (1,415)
Provisions 15 (53) (41)
Total Non-current Liabllities {1,181) ) (1,456)
Total Liabilities (3,550) (4,109)
Net assets 4,421 5,336
Equity
Share capital 16 515 515
Retained earnings . 3,906 4,821
Total equity attributable to shareholders . 4,421 5,336

The statement of significant accounting policies and notes on pages 13 to 25 are an integral part of these financial statements.
The financial statements on pages 10 to 25 were approved by the Board of Directors on  April 2021 and signed on its behalf by:
lain Geoffrey Clarkson

Director

=5 v Apri 2021

11
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STATEMENT OF CASH FLOWS
For the year ended 31 May 2020

Note 2020 2019
£000 £000

Cash flows from operating activities
{Loss)/Profit before taxation 4 {1,030} 355

Adjustments for:

Net financial costs 44 242
Depreciation 7 631 716
Gain on sale of property, plant and equipment (2) -
Research and development charge/(credit) 59 (122)
Net exchange differences 205 -
(Loss)/Profit from operating actlvities (93) 1,191
Decrease In Inventorles 91 88
Decrease/(increase) in trade and other receivables 1,066 (539)
Decrease in trade and other payables (269) (273)
Cash generated from operations 795 467
Interest received ' . -
Interest paid (249) (242)
Income taxes received 74 79
Net cash generated from operating activities 620 304

Cash flows from investing activities
Purchase of property, plant and equipment 7 (185) - (154)
Proceeds on disposal of property, plant and equipment 2 3
Net cash used in investing activities (183) ' (151)

Cash flows from financing activities
Proceeds from borrowings 12 281 357
Repayment of borrowings ) 12 (571) (645)
Net cash used In financing activities (290} {288)
Net Increase/(decrease) in cash and cash equivalents 147 (135)
Cash and cash equivalents at the beginning of the year 37 172
Cash and cash equivalents at the end of the year 10 184 37

The statement of significant accounting policies and notes on pages 13 to 25 are an integral part of these financial statements.

STATEMENT OF CHANGES IN EQUITY
For the year ended 31 May 2020

Share Retained Total
capital earnings equity
£000 £000 £000
Balance at 01 June 2018 515 4,039 - 4,554
Profit for the year - 413 413
Items that will be reclassified to profit & loss: ’
Property lease revaluation 443 443
Tax on IFRS16 eases (74) (74)
Total comprehensive Income for the year - 782 782
Balance at 01 June 2019 515 4,821 5,336
Loss for the year - (912) {912)
Other comprehensive expense for the year (3) (3)
Total comprehensive expense for the year - (915) (915)
Dividends paid - <. -
Transactions with Shareholders recognlsed directly to equity - - -
Balance at 31 May 2020 515 3,906 4,421

The statement of significant accounting policies and notes on pages 13 to 25 are an integral part of these financial statements.

12
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STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES

Background
Midland Aerospace Limited is a Private Company limited by shares, incorporated and domiciled in England, the United Kingdom.

Its registered office is Unit 4A, Castlewood Business Park, Farmwell Lane, Sutton in Ashfield, Nottinghamshire, NG17 1BX,
with a registered number of 04326476.

Basis of preparation

The principal accounting policies for the Company applied in the preparation of this financial report are set out below. These policies have
been consistently applied to the information presented, unless otherwise stated.

These financial statements are prepared on the going concern basis, under the historical cost convention and in accordance with
international accounting standards in conformity with the requirements of the Companies Act 2006.

The financial statements of Midland Aerospace Limited have been prepared in accordance with international accounting standards in
conformity with the requirements of the Companies Act 2006.

The accounting policies set out below have been applied consistently to all periods presented in this report, unless otherwise stated where
new policies have been applied.

Exemptions

Key Management is comprised of the Directors of the Company and their compensation Is set gut in Note S. The company has taken the
exemption of disclosing key management compensation from the requirements of Paragraph 17 of IAS 24, “Related party disclosures” (key
management compensation), in accordance with international accounting standards in conformity with the requirements of the Companies
Act 2006.

Going concern

The Company’s business activities, together with the factors likely to affect its future development, performance and position are set out in
the Strategic Report on pages 4 to 6. The financial position of the Company, its cash flows, liquidity position and borrowing facilities are
described in the notes ta the financial statements and Include the Campany’s objectives, policies and processes for managing its capital; its
financial risk management objectives; details of its financial instruments and hedging activities; and its exposure to credit risk and liquidity
risk. As the UK Government has secured a Brexit deal the Company does not consider there to be any significant risk to its operations
following Brexit. The supply chain Is constantly monitored, and no significant sourcing difficulties are anticipated.

As highlighted in note 13 to the financial statements, the Company meets its day-to-day working capital requirements through cash
generated by its operations and a revolving asset backed facllity that is committed until 31 December 2023. The Company’s forecasts and
projections, taking account of possible changes in trading performance, show that the Company will be able to operate within the leve! of
its current facility.

While the COVID-19 pandemic continues to have an impact on the company’s markets, due to the critical nature of many of the applications
and end markets that the Company, the Company’s operations continue to perform satisfactorily and within the guidelines issued by the UX
Government. The Company took advantage of available government furlough and deferred VAT schemes.

Given the nature of the group wide funding facllity and the cross company guarantees within it, the management have relied on consotidated
modelling of the financial results and cashflows through to May 2024 performed by the directors of the ultimate holding company.

A detailed Group financial projection has been prepared running to 31 May 2024. This takes account of the expected impacts of COVID-19 .

based on experience over the last twelve months of the pandemic. The resultant cashflow projections have been measured against the new
financing facility to test the ongoing compliance against capacity and covenant requirements. The consolidated headroom forecast indicates
that no breach of covenant is expected in the forecast period.

The directors have also modelled the business performance based on a downgraded forecast Incorporating the following 3 scenarios

. Delayed turnaround in Precision Engineering businesses.
e Metals volumes reduced to reflect a further deeper impact of COVID-19;
. Nuclear projected volumes reduced to reflect delays In award and project execution.

Allﬁwing for the above factors the Company still has sufficient headroom to be compliant with covenants throughout the term of the current
financing facility.

Based on their assessment, the directors have a reasonable expectation that the Group and therefore the Company have adegquate resources
to continue in operational existence for the foreseeable future.

13
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STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES continued

Foreign currencies

These financial statements have been prepared in the presentational currency of the Company which is Pound Sterling. Transactions in
foreign currencies are recorded at the rate of exchange at the date of the transaction. Monetary assets and liabilities denominated in foreign
currencies at the balance sheet date are reported at the rates of exchange prevailing at that date. Any gain or loss arising from a change in
exchange rates subsequent to the date of the transaction is included as an exchange gain or loss in the Income Statement.

Revenue recognition

Revenue represents the fair value of consideration received or receivable for the sale of goods and services supplied in the ordinary course
of the Company'’s activities, and is stated exclusive of VAT and similar taxes, but inclusive of discounts and rebates. Revenue s recognised
in line with INCO terms 2010 or when services are provided, which is generally when goods are invoiced. The Company recognises monies
received from customers as at the balance sheet date, relating to goods and services to be provided in future periods, as deferred Income
which forms part of trade and other receivables. Interest receivable on bank deposits and other items is nat classed as revenue but included
within finance income.

Dividends

Dividends to holders of equity instruments declared after the balance sheet date are not recognised as a liability as at the balance sheet
date. Final dividend distributions to the Company’s Shareholders are recognised in the Company’s financial statements in the period in which
the dividends are approved by the Company’s Shareholders.

Employee benefits

For defined contribution plans, contributions are recognised as an employee benefit expense when they are due. Prepaid contributions are
recognised as an asset to the extent that a cash refund or a reduction in the future payments is available.

inventories

Inventory is stated at the lower of cost and net realisable value. Cost includes materials, direct labour and attributable manufacturing
consumable costs based on the trailing twelve months of sales. Net realisable value is based on estimated selling price, less further costs
expected to be incurred to completion and disposal. Provision is made for obsolete, slow-moving or defective items where appropriate.

Property, plant and equipment

Property, plant and equipment is stated at cost, net of accumulated depreciation and provision for impairment in value. Cost includes
expenditure that is directly attributable to the acquisition of the items. Depreciation is provided on all property, plant and equipment, other
than freehold land, at rates calculated to write off the cost, less estimated residual value, of each asset on a straight-line basis over its
expected useful life as follows:

. Land & Buildings Over the length of the lease
¢ leasehold improvements Over the length of the lease
. Plant and equipment {Leased & Owned) 20% on cost

. Fixtures, fittings & Office Equipment 20%-33% on cost

. Motor vehicles 25% on cost

No depreciation is charged on assets under construction. Residual value is calculated on prices prevailing at the date of acquisition.

Trade and other receivables

The Company applies the IFRSI simplified 2pproach to measuring expected credit losses which uses a lifetime expected loss allowance for
all trade receivables. The trade receivables are grouped based on days past due.

The Company examines the historical profile of credit, the market and customers are closely monitored, along with macroeconomic
factors that could impact the credit risk. The process is continuous throughout the year as part of senior management team reviews, and
the Company has determined based on the historical periods that the expected credit losses should be assessed at 0%, as there are no
underlying risks identified during the year or at 31 May 2020.

In the event there are circumstances that impact the receivable balances and the likely recoverability of that receivable will then be
impaired based on the expected credit loss specific to that receivable. The factors assessed with counterparties are significant financial
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STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES continued

difficulties, probability they will enter bankruptcy or financial reorganisation, and default or delinquency in payments are considered
indicators that the trade receivable be impaired.

The amount of the provision is the difference between the carrying amount and the present value of estimated future cash flows of the
asset, discounted, where material, at the origina! effective interest rate. The carrying amount of the asset is reduced through the use of an
allowance account, and the amount of the loss is recognised in the Income Statement within ‘administrative expenses’ should they arise.
When a trade receivable [s uncollectable, it is written off against the allowance account for trade receivables. Subsequent recoveries of
amounts previously written off are credited against ‘operating expenses’ in the Income Statement.

Cash and cash equivalents

Cash and cash equivalents in the Balance Sheet comprise cash at bank and in hand.

Trade and other payables

Trade payables are recognised initially at fair value and subsequently measured at amortised cost using the effective interest method. Trade
payables are non-interest bearing.

Borrowings

Borrowings are recognised initially at fair value, net of transaction costs incurred. Borrowings are classified on the Balance Sheet as either
current or non-current liabilities, dependent upon the maturity date of the loan.

Taxation
Current tax

Current tax assets and liabilities for the current and prior periods are measured at the amount expected to be recovered from or paid to the
tax authoritles. The tax rates and tax laws used to compute the amount are thase that are enacted or substantively enacted by the balance
sheet date.

Deferred tax

Deferred tax is provided in full, using the liability method, on temporary differences arising between the tax bases of assets and liabilities
and their carrying amounts in the financial statements. Deferred tax is not accounted for if it arises from initial recognition of an asset or
liability in a transaction, other than a business combination, that at the time of the transaction affects neither accounting nor taxable
profit or loss. Deferred tax is determined using tax rates {(and laws) that have been enacted or substantively enacted by the balance sheet
date and that are expected to apply when the related deferred tax asset is realised, or the deferred tax liability is settled. Deferred income
tax assets are recognised to the extent that it is probable that future taxable profit will be available against which the temporary
differences can be utilised.

Leases
The Company adopted IFRS16 Leases on 1 June 2018 ahead of the effective date applying the full retrospective method.
Leases are classified within the company according to Group policy, as finance, right of use, short term or low value leases.

e  The lease obligation for finance leases and right of use leases is measured at the present value over the lease term, applying the
effective borrowing rate of the Group. The lease term is determined by the non-cancellable period in the lease taking into
account any extension or termination options. The value of the lease obligation then reduces over the life of the lease by the
cash repayments, less the interest charged to the obligation and finance costs in the income statement. Lease obligations are
disclosed in the borrowings note 12.

The company recognises the right of control of the assets financed by lease and consequently capitalises them according to the
relevant asset classification in property, plant and equipment see note 7. The assets are also valued at the net present value of
the future cashflows, including any initial payment or deposit on commencement of the lease.

. Leases held for a short-term contract, twelve months or less, or are low in value, less than £3.2k (€3.5k according to the Group
palicy) are charged to the Income Statement on a straight-line basis over the lease term according to their cash payments made.
The impact on the Income Statement is disclosed in the borrowings note 12. Leases commitments at the end of a financial year
are disclosed in note 17 according to expiry date.
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STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES continued

Critical accounting estimates and assumptions

Estimates and judgements are continually evaluated and are based on historicatl experience and other factors, including expectations of
future events that are believed ta be reasonable under the circumstances. The Company makes estimates and assumptions concerning the
future. The resulting accounting estimates will, by definition, seldom equal the related actual results. The estimates and assumptions that
have a significant risk of causing a material adjustment to the carryirig amounts of assets and liabilities within the next financial year are set
out below:

Estimates are used in the following areas:
. income taxes

There are some transactions and calculations for which the ultimate tax determination is uncertain during the ordinary course of
business, like research and development credits. Where the final tax outcome of these matters is different from the amounts that
were initially recorded, such differences will impact the income tax and deferred tax provisions in the period in which such
determination is made. :

. laventory provisions

Midland Aerospace regularly review the ageing and obsolescence of inventory. Where slow moving or obsolete inventory is identified
. either through the year-end review where Inventory has not moved into works within 12 months or checks during the inventory counts
a provision will be made, charging the income statement and reducing the value of the inventory on the balance sheet.

. Trade receivable provisions

Trade provisions are continuously reviewed throughout the year and the Company determines expected credit losses as an assessment
based on historical periods. In specific circumstances that an impact to a recelvable balance and the likely recoverability of that
recelvable is in doubt, Midland will then impair that balance based on the expected credit loss specific to that receivable.

Interpretations and amendments to published standards effective for the year ended 31 May 20

New and amended standards adopted by the Company:

. Amendment to IFRS 9, 'financial instrument’ on prepayment features with negative compensation (effective date 1 January 2019)

. Amendments to 1AS 28, ‘Investments In associates’ on long term interests in associates and Joint ventures {effective date 1
January 2019) .

. Amendment to 1AS 19, ‘Employee Benefits’ plan amendment, curtailment or settlement {effective date 1 January 2019)
. Annual improvements 2015-2017 (effective 1 January 2019)

. IFRIC 23 ‘Uncertainty over income tax’ (effective 1 January 2019)

. IFRS 16 ‘Leases’ (effective for annual periods beginning on or after 1 January 2019).

The adoption of these accounting standards did not have a material impact on the Company’s financial statements.
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NOTES TO THE FINANCIAL STATEMENTS

(1) Revenue

Revenue is generated wholly by the principle activity of the Company in the following geographical markets:

2020 2019
United Other EU Rest of Total United Other €U Rest of Total
Kingdom countries World ° Kingdom countries World
£000 £000 £000- £000 £000 £000 £000 £000
Goods 4,565 2,145 107 6,817 7,347 1,748 381 9,476
Revenue by destination 4,565 2,145 107 6,817 7,347 1,748 381 9,476
(2) Financial income
2020 2019
i £000 £000
Foreign exchange arising on funding balances 205 -
205 -
(3) Financial costs
2020 2019
£000 £000
Interest payable on bank loans, overdrafts and similar 48 26
Interest payable on leases 201 216
249 242
(4) {Loss)/Profit before taxation
Is stated after charging/{crediting)
2020 2019
£000 £000
Depreciation
- Owned 230 266
- Leased 230 265
- Rightof Use 171 185
(Profit) on disposal of property, plant and equipment (2) -
Audit fees 19 18
Research and development tax charge/{credit) 60 (122)
Non-Recurring- administrative costs 171 -

Non-recurring administrative relate wholly to redundancy costs within the financial year.

Fees pald to PricewaterhouseCoopers LLP for non-audit services were £Nil (2019: £Nil).
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(5) Directors and employees

2020 2019
Employee Costs: £000 £000
Wages and salaries 3,055 3,340
Social security costs 259 319
Other pensijon costs 82 .75
Staff costs 3,396 3,734
2020 2019
Average number of people employed: Number Number
Production . 58 62
Sales and distribution 12 11
Administrative ' 41 44
Average monthly number employed by the Company 111 C117
Directors’ remuneration: 2020 2019
£000 £000
Aggregate Directors’ emoluments 314 277
Aggregate pension contributions of the Directors 16 14
330 291
Emoluments of the highest paid director 105 152
Pension contributions of the highest paid director 7 B
112 160
No Directors accrue benefits under defined benefit schemes {2019: £Nil).
(6) Tax credit
2020 2019
£000 £000
Current tax charge
- Current year - 19
- Adjustment in respect of prior periods - (2}
Current tax charge - 17
Deferred tax charge
- Current year {200} (36)
- Adjustments in respect of prior periods 81 (40)
- Effect of changes in tax rates 1 1
Deferred tax (credit) {118) {75)
Total tax credit {118) {58)

The tax assessed for the year is lower (2019: lower) than the standard rate of corporation tax in the UK of 19% (2019: 19%).

The charge for the year can be reconciled to the profit per the income statement as follows:

2020 2019

£000 £000
Profit before taxation (1,030) 355 |
Tax on profit at standard UK corporation tax rate of 19.00% (2019: 19%) (196) 67
Effects of: }
- Expenses not deductible for tax purposes ' 44 ‘62
- Adjustments in respect of prior periods 81 (42)
- Income not taxable (35) (4)
- Tax rate changes 1 1
- Group loss relief - (91)
- Non-Qualifying Asset (13). -
- Lease Charge . - (51)
Total tax credit (118) (58)

Tax rate changes.
Changes in the UK Corporation tax rates were substantively enacted as part of the Finance 8ill 2016 {on 6 September 2016). These included

reductions in the main rate to 17% from 1 April 2020. In the budget in March 2020, the Chancellor announced that the future reduction in
the corporation tax rate from 19% to 17% would not be going ahead. This announcement was substantively enacted for IFRS and UK GAAP
purposes on 17 March 2020. The rate applicable from 1 April 2020 now remains at 19 percent, rather than the previously enacted reduction
to 17 percent and therefore deferred taxes at the balance sheet date have now been measured at 19%. )
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(7) Property, plant and equipment

Land & Leasehold Plant & Equipment Fixtures, fittings Motor Assets
Buildings Improved and Office vehicles Under
Equipment Construction Total
Right of Owned Owned Finance Rightof  Owned Right of Owned Owned
Use Lease Use Use
£000 £000 £000 £000 £000 £000 £000 £000 £000 £000
Cost
At 01 June 2018 1,087 773 2,265 1,767 397 708 83 58 37 7,175
Additions - 1 21 - - 76 12 20 24 154
Disposals - - - - - - - (18) - (18)
Reclassifications - - 37 - - - - - (37) ;
Revaluations 537 - - - - - - - - 537
At 01 June 2019 1,624 774 2,323 1,767 397 784 95 60 24 7,848
Additions - 1 52 - . 110 - 23 - 186
Disposals - - (76) - - {239} - (26) - (341)
Reclassifications - - (247) - - 271 - - (24} -
At 31 May 2020 1,624 775 2,052 1,767 397 926 95 57 - 7,693
Accumulated depreciation
At 01 June 2018 382 252 2,042 1,007 278 565 15 50 - 4,591
Charge 82 50 138 265 80 69 23 9 . 716
Disposals - - - - - - - (15) - {15)
At 01 June 2019 464 302 2,180 1,272 358 634 38 44 - 5,292
Charge 107 51 62 231 39 107 24 10 - 631
Disposals - - (76) - - (238) - (26) - (340)
Reclassification - - {203) - - 203 - - - -
At 31 May 2020 571 353 1,963 1,503 397 706 62 28 - 5,583
Carrylng amount
At 31 May 2018 705 521 223 760 119 143 68 8 37 2,584
At 31 May 2019 1,160 472 143 495 39 150 57 16 24 2,556
At 31 May 2020 1,053 422 89 264 - 220 33 29 - 2,110
(8) Inventories
2020 2019
£000 £000
Raw and materials and consumables 289 300
Work in progress 156 213
Finished Goods - 23
445 536
2020 2019
Provision included in inventories value: £000 £000
At the beginning of the year (328) (399)
Net movement (42) 71
At the end of the year (370) (328)
The movement in the carrying value of inventory during the year is as follows: 2020 2019
£000 £000
Opening inventory 536 624
Purchases in the year 1,364 1,430
Utilised/transferred to cost of sales (1,497) (1,447)
Provision movement Included in cost of sales 42 {71)
445 536

Closing inventory

There are no material differences between the balance sheet value of Inventory and their replacement cost.
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(9) Trade and other receivables

2020 2019
£000 £000
Trade receivables (see below) 1,077 1,972
Amounts owed by Group companies 3,784 3,985
Other tax & social security 51 -
Prepayments and accrued income 79 99
4,991 6,056
2020 2019
€000 £000
Aging profile:
Three months and less 896 1,893
Over three months past due 209 413
Provision {see below) (28) (334)
1,077 1,972

Amounts owed by Group companies are to be repayable on demand and are not considered past due or Impalred. Included within these
amounts are balances which attract interest at a rate of 3% above Euribor.

Trade receivables which are less than three months past due are not considered impaired. Trade recelvables greater than three months past
due are considered for recoverability and, where appropriate, a provision against bad debts is recognised. The creation and release of a
provision for impaired receivables have been included within administrative expenses within the Income statement. Amounts charged to
the provision account are generally written off when there Is no expectation of recovering additional cash. The maximum exposure to credit
risk at the balance sheet date is the fair value of each class of receivable detailed above.

(10) Cash and cash equivalents

2020 2019

£000 £000

Denominated in Euro ’ 8 -
Denominated in Sterling 173 30
Denominated in US Dollars 3 7
184 37

The fair value of cash and cash equivalents approximate to their carrying amount. All balances are held with either HS8C UK (Rating A-1+)
or Royal Bank of Scatland {Rating A-2) {2019: Royal Bank of Scotland (Rating A-2)).

{11} Trade and other payables

2020 2019
£000 £000
Trade payables 413 842
Other payables . 68 107
Other taxation and social security liabilities 165 162
Accruals 474 230
1,120 1,401

Amounts owed to Group companies are unsecured, interest-free and repayable on demand. The fair value of trade and other payables
approximate to their carrying amount.

(12) Borrowings
a}  Total Borrowings:

2020 2019

£000 £000

Obligations under lease agreements 1,128 1,415

Total non-current 1,128 1,415
Current

Bank loans and overdraft 22 27

- Revolver loans 940 860
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(12) Borrowings {continued)

Obligations under lease agreements 287 365
Total current 1,249 1,252
Total borrowings 2,377 2,667
b) Maturity of borrowings: Bank Loans & Revolver Lease Finance Total
Overdrafts {see d) below)

£000 £000 £000 £000

0-1 year 27 860 365 1,252
1-2 years - - 287 287
2-5 years = - 418 418
S years or more - - 710 710
Tota! 2019 27 860 1,780 2,667
0-1year 22 940 287 1,249
1-2 years - - 178 178
2-5 years - - 390 380
5 years or more = - 560 560
Total 2020 22 940 1,415 2,377

The bank loans and Revolver loans are secured by a fixed and floating charge over the unencumbered plant and equipment, inventories and
receivables of the Company. Interest is charged at 1.75% over Libor. '

¢) Lease Obligations:

Land and Plant and machinery Office
Buildings Equip/fixture and
fittings Total
Right of Use Right of Use Lease Finance Right of Use
£000 £000 £000 £000 £000
At 31 May 2019 1,188 40 496 56 1,780
Repayments (250) {40) : (250) (25) {565)
Interest 182 - 16 2 200
At 31 May 2020 1,120 - 262 33 1,415
d}  Maturity of lease obligations — years:
Between:
0-1year 79 - 185 23 287
1-2 years 94 - 77 7 178
2-S years 387 - - 3 390
5 years or more 560 - - - 560
At 31 May 2020 1,120 - 262 33 1,415
e)  Maturity of lease obligations — current and non-current:
Current 68 40 234 23 365
Non-current 1,120 - 262 33 1,415
At 31 May 2019 1,188 40 496 56 1,780
Current 80 - 185 23 288
Non-current 1,040 - 77 10 1,127
At 31 May 2020 1,120 - 262 33 1,415
f)  Amounts relating to right of use leases recognised in the iIncome Statement
Depreciation charge on right of use assets:
2020 2019
£000 £000
Land & Buildings 107 82
Plant and Machinery 40 80
Office Equipment/Fixtures and Fittings 24 23
Total depreciation in respect of leased assets 171 185
Interest included in finance costs 182 189
Expense relating to low value leases included in administration costs 3 3
Expense relating to short term leases included in administration costs - 1
Total amounts recognised in the income Statement 356 378
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(12) Borrowings {continued)
g) The Company’s leasing activities and accounting thereof

Assets and liabilities arising from a lease are Initially measured on a present value basis looking back to the inception of the leases. The lease
liabilities include the net present value of the following lease payments:

. Fixed payments, less any lease incentives received or receivable;

Variable lease payments that are based on an index or a rate;

Amounts expected to be payable by the lessee under residual value guarantess;

The exercise price of a purchase option if the lessee is reasonably certain to exercise that option;
Payment of penalties for terminating the lease, if the lease term reflects the lessee exercising that option;

* o o

The lease payments are discounted using the interest rate implicit in the lease, if that rate can be determined, or the Group incremental
borrowing rate issued by Calder Group Holdings Limited, the Company’s ultimate UK parent.

Right of use assets are measured at cost comprising the following: -

The amount of the initial measurement of lease liability using the retrospective method from the date at the lease inception;
Any lease payments made from the beginning of the lease at or before the commencement date less any lease incentive received;
Any interest charged from the beginning of the lease to the commencement date;

. Any initial direct costs to enable the use of the asset;

. Restoration costs.

Payments associated with short term leases and leases of low value assets are recognised on a straight-line basls as an expense in the income
statement. Short term leases are leases of twelve months or less. Low value assets comprise IT equipment and small items of office
equipment less than €3.5k, according to Group policy interpreted from $5k in IFRS16.

h)  Variable lease payments

Where lease agreements have a formula of calculation for revaluation of that lease within the lease term, the best estimate at the inception
of the lease is calculated using known factors. During the life of the lease, as revaluations are confirmed this is treated as an event which
will result in a change in the valuation of the lease liability (and the underlying asset). The depreciation and interest Is recognised in the
Income Statement using the interest rate implicit in the revaluation or the Group’s incremental borrowing rate at that point in time.

I} Extenslon and termination options

Itis assumed at the inception of all leases in the Company that they will be completed until the end, termination of leases is not anticipated.
If a lease is terminated, then the relevant accounting transactions would be recognised in the Balance Sheet or the Income Statement to
remove the asset from the accounts. In some instances, extensions are available on property, plant and equipment lease. However, in all
instances, the leases will be valued to the end of the lease as dated In the lease contracts. In no instances will a lease be entered into
anticipating that it will be terminated early, an extension may be anticlpated. At the point in time when an extension occurs, the value of
the lease will be reassessed with the new contractual payments.

j)  Residual value guarantee

To optimise lease cost during the contract period, the Company sometimes provides residual value guarantees in relation to equipment
leases, this is particularly common with motor vehicle leases. It is expected that the residual value is estimated at the inception of the lease,
but should the residual value significantly change during the lease, then the liability and asset value would be adjusted, which would also
impact the depreciation and interest recognised in the Income Statement.

{13) Financial risk management

This note explains the Company’s exposure to financial risks and how these risks could affect the Company’s future financial performance.
Current year income statement information has been included where relevant.
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(13) Financial risk management (continued)

Risk Exposure Measurement Management

Market risk - Credit risk Cash and cash equivalents, Cashflow forecasting Balance Sheet:
trade receivables, lease Credit control management Credit limits, letters of credit
commitments

Market risk — interest rate Borrowings at rates linked to Sensitivity analysis Income Statement:
Euribor and Libor Fixed financing contracts

Management of balances
giving rise to interest charges

Liquidity risk Borrowings and other liabilities  Rolling cash flows and bank Income Statement:
Company performance covenant calculations KPI tracking
Group performance Availability of credit card and

borrowing facilities
On time payments to maintain
) credit ratings
Capital Management Cash drawdowns Callateral funding availability Group finance manage globally |
Working capital pressure Working capital days Credit terms / ratings
Adverse credit facilities/status

The Company’s transactional rlsk management is carried out by the local management using policies approved by Board of Directors and is
overseen by the Group finance team. The method of risk management is agreed by all and the Company’s local management team s
responsible for executing the policies approved to limit transactional risks for the individual Company’s balance sheet and income statement.
The Company’s borrowings are negotiated centrally, Cash flows are monitored daily by the Group finance function in order to ensure liquidity
risk is minimised for all entities.

(1) Credit risk

Credit risk arises from cash and cash equivalents, deposits with banks and financial institutions and credit exposures to trading customers,
including outstanding receivables.

Credit risk is managed by local management using policies approved by the Board of Directors and is overseen by the Group finance team.
If trading customers are independently rated, these ratings are used. Otherwise, if there is no independent rating, risk control assesses the
credit quality of the customer, taking into account its financial position, past experience and other factors. Individuat risk limits are set based
on internal or external ratings in accordance with limits set by the board. The compliance with credit limits by trading customers is regularly
monitored by line management.

Trade receivable balances subject to credit risk are outlined in note 9.
ii)) Market risk — Interest rate

As shown in the table below, the Company is primarily exposed to changes in LIBOR interest rates.

Incdme Statement Management 2020 2019

£000 . E000

LIBOR 10 S

Sensitivity 1% change in interest rate 10 5
iii) Liquidity risk

The Company maintains committed facilities that are designed to ensure sufficient funding for operations and planned expansions.
Appropriate facilities are In place until December 2023.

iv) Capital Management

Capital Management is managed by the Group holistically and their aims are to safeguard the ability for Group Companies to continue as a
going concern; continue providing long term returns and benefits for shareholders and stakeholders respectively as well as maintaining
optimal capital structuring to reduce the cost of capital. The Group adjusts the amount of dividend paid in order to maintain a heaithy debt
to equity ratio that supports working capital and ongoing liquidity of the Company. Group monitors capital on the following gearing ratio:

2020 2019

£000 £000
Net Debt {Borrowings less cash and cash equivalents) 2,193 2,630
Equity 4,421 5,336
Net Debt / Equity % 50% 49%
Current Assets excluding prepayments 5,654 6,798
Current Liabilities (2,369) {2,653)
Net Current Assets 3,285 4,145
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(14) Deferred Income tax assets

Short term timing Total
differences
£000 £000
At 01 June 2018 20 90
CredIt to income statement 35 35
Adjustments in respect of prior periods 40 40
To other comprehensive income {74) {74)
At 31 May 2019 91 91
Credit to Income statement 118 118
Adjustments in respect of prior periods 1 1
To other comprehensive income {3} (3)
At 31 May 2020 207 207
(15) Provislons
Dilapidations Total
£000 £000
At 01 June 2018 (31) (31)
Additional provision (10) {10)
At 31 May 2019 (a1) (41)
Additional provision (12) {12)
At 31 May 2020 (53) (53)
(16} Share capital
2020 2019
£000 £000
Authorised
600,000 (2019: 600,000} ordinary shares of £1 each 600 600
Allotted, cailed-up and fully paid
515,000 (2019: 515,000) ordinary shares of £1 each 515 515

{17) Guarantees and other financial commitments

(a) Capital commitments

At the end of the financial year, the Company had capital commitments contracted but not provided for of £30k (2019: £31k).

(b) Group guarantees

All Group companies have given guarantees in respect of the bank and other loans taken out by certain Group companies. At 31 May 2020
the total amount for asset-based lending facilities guaranteed was €19,596k (2019: €24,566k). The equivalent in GBP for UK companies is

£17,670k (2019: £21,780k)

{c) Lease commitments

The Company leases certain land and buildings on short and long-term operating leases. The rents payable under these leases are subject
1o renegotiation at various intervals specified in the leases. The Company pays all insurance, maintenance and repair costs of these

properties.

At 31 May 2020, the Company had total commitments under non-cancellable short life or low value leases, that are not included in lease

obligations in the balance sheet, expiring as follows,

2020 2019
Land and Other assets Land and Other assets
buildings buildings
£000 £000 £000 £000
Expiry between:
0-1year - 2 . 2
1-2 years . 1 . 1
2-5 years - - - .
S Years or more - - - .
Total commitments - 3 - 3
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{19) Retirement benefit obligations

The Company operates a number of defined contribution pension schemes and contributes to some personal pension plans. The assets of
the schemes are held separately from those of the Company in an independently administered fund. The pension cost charge disclosed in
note S represents contributions payable by the Company to the fund.

{20)  Financial instruments

1AS 32, Financial Instruments: Presentation, IAS 39, Financial Instruments: Recognition and Measurement and IFRS 7, Financial
Instruments: Disclosures, also require numerical disclosures in respect of financial assets and liabilities and these are set out below and
in notes 9, 10, 11, and 13. Financial assets and liabilities are stated at either amortised cost or fair value. Where stated at amortised
cost, this is not materially different to the fair value unless otherwise stated due to their short-term nature.

2020 2019
£000 £000
Financial assets .
Cash — HSBC UK (Rating A-1) 184 24
Cash — Royal Bank of Scotland {Rating A-2) - 13
Trade receivables 1,077 1,972
Amounts owed by Group and parent companies 3,784 3,985
Other tax & social security 51 -
Prepayments and accrued income 79 99
5,175 6,093
Financial liabilities
8ank loans and overdrafts 22 27
Trade payables 413 842
Amounts due to Group companles - -
Other payables, liabilities and accruals . 707 559
Revolver loans 940 860
Lease obligations ) 1,415 1,780
3,497 4,068

(21) Related parties and controlling interests

Key Management is comprised of the Directors of the Company. The Directors regard Calder Group Limited as the immediate parent
Company.

-The ultimate UK Parent Company for the purposes of consolidation for the year ended 31 May 2020 is Calder Group Holdings Limited.
This is both the largest and smallest group of undertakings for which financial statements are publicly available from.

The Calder Group Holdings Limited financial statements are publicly available from its registered office, Jupiter Drive, Chester West
Employment Park, Chester, Cheshire, United Kingdom, CH1 4€X.

The following transactions were carried with related parties in the year:

2020 2019

£000 £000
Transactions with other Group Companies
Revenue from Group companies 297 -
Purchases from Group companies (1} -

The following balances were carried with related parties in the year:

2020 2019
Balances held with other Group Companies £000 £000
Amounts due from Parent Company 3,771 3,973
Amounts due from Group companies 13 12

Key management comprises the Directors of the Company. Their compensation is set out in note 5.
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Independent auditors’ report to the members of
Midland Aerospace Limited

Report on the audit of the financial statements

Opinion
In our opinion, Midland Aerospace Limited’s financial statements:

¢ give atrue and fair view of the state of the company’s affairs as at 31 May 2020 and of its loss and
cash flows for the year then ended;

¢ have been properly prepared in accordance with international accounting standards in conformity
with the requirements of the Companies Act 2006; and

e have been prepared in accordance with the requirements of the Companies Act 2006.

We have audited the financial statements, included within the Annual Report and Financial Statements (the
“Annual Report”), which comprise: the balance sheet as at 31 May 2020; the income statement, the statement of
comprehensive income, the statement of cash flows, the statement of changes in equity for the year then ended;
the statement of significant accounting policies; and the notes to the financial statements.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (“ISAs (UK)”) and
applicable law. Our responsibilities under ISAs (UK) are further described in the Auditors’ responsibilities for the
audit of the financial statements section of our report. We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our opinion.

Independence

We remained independent of the company in accordance with the ethical requirements that are relevant to our
audit of the financial statements in the UK, which includes the FRC’s Ethical Standard, and we have fulfilled our
other ethical responsibilities in accordance with these requirements.

Conclusions relating to going concern

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

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

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

However, because not all future events or conditions can be predicted, this statement is not a guarantee as to the
company’s ability to continue as a going concern.

Reporting on other information

The other information comprises all of the information in the Annual Report other than the financial statements
and our auditors’ report thereon. The directors are responsible for the other information. Our opinion on the
financial statements does not cover the other information and, accordingly, we do not express an audit opinion
or, except to the extent otherwise explicitly stated in this report, any form of assurance 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 an apparent
material inconsistency or material misstatement, we are required to perform procedures to conclude whether
there is a material misstatement of 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 based on these responsibilities.

With respect to the Strategic Report and Directors’ Report, we also considered whether the disclosures required
by the UK Companies Act 2006 have been included.

Based on the responsibilities described above and our work undertaken in the course of the audit, ISAs (UK)
require us also to report certain opinions and matters as described below.
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Strategic Report and Directors’ Report

In our opinion, based on the work undertaken in the course of the audit, the information given in the Strategic
Report and Directors’ Report for the year ended 31 May 2020 is consistent with the financial statements and has
been prepared in accordance with applicable legal requirements.

In light of the knowledge and understanding of the company and its environment obtained in the course of the
audit, we did not identify any material misstatements in the Strategic Report and Directors’ Report.

Responsibilities for the financial statements and the audit

Responsibilities of the directors for the financial statements

As explained more fully in the Statement of Directors’ Responsibilities in respect of the financial statements, the
directors are responsible for the preparation of the financial statements in accordance with the applicable
framework and for being satisfied that they give a true and fair view. The directors are also responsible for such
internal control as they 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.

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

A further description of our responsibilities for the audit of the financial statements is located on the FRC’s
website at: www.fre.org.uk/auditorsresponsibilities. This description forms part of our auditors’ report.

Use of this report

This report, including the opinions, has been prepared for and only for the company’s members as a body in
“accordance with Chapter 3 of Part 16 of the Companies Act 2006 and for no other purpose. We do not, in giving
these opinions, accept or assume responsibility for any other purpose or to any other person to whom this report
is shown or into whose hands it may come save where expressly agreed by our prior consent in writing.

Other required reporting

Companies Act 2006 exception reporting
Under the Companies Act 2006 we are required to report to you if, in our opinion:
o we have not received all the information and explanations we require for our audit; or

» adequate accounting records have not been kept by the company, or returns adequate for our audit
have not been received from branches not visited by us; or

o certain disclosures of directors’ remuneration specified by law are not made; or
e the financial statements are not in agreement with the accounting records and returns.

We have no exceptions to report arising from this responsibility.

—J/-O(LM@\ SL&Jho/me_

Jonathan Studholme (Senior Statutory Auditor)
for and on behalf of PricewaterhouseCoopers LLP
Chartered Accountants and Statutory Auditor:
Manchester :
92 April 2021
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