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Gardner Group Limited
Amual report and consolidaied financial siatements
Year ended 31 December 2022

Strategic report
Bachground

Gardner Group Limited (“the Company™) and its subsidiaries (“the Group®) are members of the Gardner Aerospace
Holdings Limited Group of Companies (the Gardner Group” / “Gardner”), and is one of the largest suppliers of
melallic aerospace detail parts and sub-assemblies o the acrospace industry with manufacturing facilitics in the UK,
Eurcpe and Asia.

The Group's customers include Airbus, GKN, and other tier-1 aerostructure suppiiers like Spirit and RUAG as well
as other international companies in the aerospace sector. The Group has significant market share on all major Airbus
aircrafl platforms and serves other acrostructure markets including Boeing commercial aircrafl and business jets. The
Group has a broad detail part manufacturing capability, consisting of machining {(including long-bed machining), sheet
metal fabrication and a range of surface treaiments. It also provides complex assembly, kitting, logistic and fast
turnaround services to the aerospace industry.

In the year the Group conlinued to exccule its strategy of providing excellent service to its customers through a robust
operating model, strong customer focus and world class manufacturing capability. This continues to be recognised by
its customers, including Airbus who have again awarded Gardner D2P Global Partaer status in the current year and
subsequently in 2023. This is a sector lecadership position both operationally and strategically, within the detail parts
supply chain,

Continuing Recovery following the Covid-19 Pandemic

Following decades of continued growth in aircraft build rates, aircraft build halted in 2620 and buitd rates reduced
significantly. While in 2022 aviation and serospace started to recover, the world’s economy was hit again by the
Russian invasion of Ukraine, which cavsed energy prices to spike and created shortages in raw material supplies. This
was compounded by unexpecled COVID lockdowns in China that led to a siowdown in the world’s second-iargest
economy and more supply chain disruption. Meanwhile, aviation’s rebound was suppressed by widespread labour
shortages, particularly in Notth America and Ewope, that prompted flight delays and cancetlations.

As a consequence, in 2022 Gardner has seen on-going modifications te its orderbook, delays in delivery of materials,
increasing costs particularly in wilities, freight, and processing materials, Jabour shortages and production reductions
that have led to premium working and fater in the year inflationary factors that huve ted to higher then planned wage
settlements and interest rate vises affecting borrowing.

Despite these headwinds Gardner has continued to prepare for the growth demands and accelerated ramp-ups forecast
by its customers. In 2022 turnover has increased by 36.7% (o £126 million and headcount has increased from 1,286
10 1,432 employees with all sites back to full-time working,

Since 2020 restructuring of the Group has focussed upon increasing the percentage of manufacturing being underiaken
in Poland and India, thereby lowering future manufacturing costs and reducing the breek-even point for Gardner to
below 2020 exit produclion vofumes. No manufacturing or treatment process capabitity was lost as a result of the
restructucing plan, protecting Gardner’s ability to support customers through the recovery of aircrafl build rates.
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Strategic report (contimed)
Future OQutlook

In line with markel consensus and customer forecasts Gardner expects sales voluine will continue to recover to 2019,
pre-covid-19, levels by 2025/26. The Group is well positioned {0 benefit from the forecast rapid recovery in aircroft
build rates and to pursue organic growth in the detail paris sector and adjacent markets.

The Group is focused on accelerating growth through dclivering operational efficiency gains, investments in further
capability and by securing new business. The Group’s contractual base remains strong with demand for commercial
jet aircraft supported by our customers® order backs which still stand at historically high levels. The Group’s sirategy
is lo continue to develop the business to take advantage of its customers’ desire to have fewer and larger suppliers,
and for greater vertical integration. Expansion and investment in existing facilities and new equipment has continued
in 2022 and further developments to support growth are planned in 2023 and 2024 across all our sites.

The key strategic aims remain. -

¢ Secure alignment to Airbus growth strategy and protect market share based on continued excellent service to
our customers,

*  Utjlisation of our best cost overseas manufacturing foolprint to reduce cost, and improve efficiencies with
continued investments;

*  Grow the customer base and market share on other acrospace platforms;

«  Focus on sustainability in all areas of the operation.

Despite both the higher gearing and foreign direct investment legislations, the Group considers that there will be
further consolidation in the aerostruciures market, which requires an active mergers & acquisition strategy. The Group
conlinues (0 assess opportunitics to provide access (o broader capability and additionat capacity to accelerate growth
in the medium fo long term,

Planning for Growith and further Capability

Gardner enjoys a sirong contractual position on both the A320 and A350 families of aircrafl. For A320 Airbus
continues to aim for aircraft final assembly line build rates of 65 per month by the end of 2024 and a rate of 75 by
2026, This compares lo a rate of 45 at the beginning of 2022. For A350 their plan is for rate 9 by the end of 2025 again
this compares 1o rate § at the beginning of 2622,

The Group considers that it is well placed to gain from future contractual swards by Airbus and other strategic
customers. As such, the Group is focused on increasing its content on the A320 family and other growing aircraft
platforms such as A220. While new order intake had a slow start in 2022, the Group’s business development activity
has eventually delivered new work wins worth £15 million per annum at full rate.

During 2023 the Group has negotiated pricing and other contractual amendments where financial viability has been
significantly impaired by the impact of the Covid-19 paademic and inflationary pressures, This action is part of amore
generat cost re-baselining process within the industry.

However, with approximately 80% of Gardner output in 2022 being assembled into an Airbus aircraft there continues
to be a sirategic focus in developing customer and market diversification. This includes expansion in the Passenger to
Freight conversion secior and through additional work in Maintenance, Repair and Overhaul (MRO) and on future
Urban Air Mobility (UAM) platforms such as eVTOLs.

Despite the difficelt ciivwustances In 2020 to 2022, investment has continued, ensuring the business operates at a high
lcvel of operational efficiency and maintains manufacturing capacity to address the growth in demand driven by
significant proposed increases in aircraft build rates over the next five years.

‘The Group {s also focussed on investments in supply chain improvements including digitalisation of processes and
enhancements to product delivery efficiencies.

The Group wilt continue to expand its facilities in fndia and China to meet demand and customer expectations. The
facitity in Chengdu will function as a manufacturing location with broad and highly automated machining capability
10 support aerospace companies in China. Airbus produclion approvals were obtained in 2021, allowing initial sales
in 2022,
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Strategic report (cominned)
Financial Review and Key Performance Indicators
The key performance indicators on continuing aclivities are:
Yearended 31  Year ended 3 Year ended 31 Year ended 34
e December 2022 December 2021 December 2020  December 2019
Annual Sales Growth % 37% -9% -46% 39%
Giross Margin % sales 10% 11% % 21%
Profit before Tax % on sales -18.63% -41.44% -23.5% 5%
| EBITDA pre exceptional items -£6.3 million £4.0 million £1.1 miliion £21.2 million
Current Liquidity 0.71 0.96 097 0.33
Average net debt 1o EBITDA ralio -16.18 17.51 47.88 .01
| Return on Capital Employed -13% -32% -15% 12%

The Covid-19 outbreak and the Group’s response to this conlinue to be key features in the result for the year:

Sales were up by 37% as a consequence of the post pandemic recovery. Gross margin was impacted by the
msjor disruption of supplier chain caused by pandemic and high inflation caused by the war between Russia
and Ukraine.

Restructuring costs of £3.0 million were incurred relating to on-going reorganisation across the group and
the costs of refinancing.

No further intangible asset impairment incurred after the impairment in prior year (2021 £23.3 million).
There was no further intangible asset impairment in the year in respect of customer relationships (3/
December 2021: £22.4 million) and development cosls (3/ December 2021: £0.9 million),

Governmen! support (0 maintain jobs was not received in 2022 (37 Deceinber 2021: £0.4 million),

A lower average USD rate of 1.2381 in the ycar compared to a rate of 1.3775 for the year {0 31 December
2021 has not fully benefitied the result due to cashflow hedges taken out in 2021 al an average rate of 1.38.
Foreign exchange losses from translalion and hedge arrangements amounts 10 £4.9 million (Year ended 31
December 2021: £1.4 million gain);

Invoice discounting facilities reduced by £1.54 million as a result of trading and early payment of debt in
December 2022 that would normally be paid in 2023;

Total external borrowings, inclzding invoice discounting facilities, reduced down to £54.2 million from £60.7
mililion in 2021.

Bank Loan of £5.0 million was repaid during 2022 provided by the Gardner Acrospace Holding Ltd using
funding received from the ultimate shaveholder in response to requirements caused by Covid-19.
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Strategic report fcontinned)
Financial Review and Key Performance Iudicators feontinued)

IRy

EBITDA pre exceptional costs on continuing activities (Earnings before inerest, tax, depreciation, amorlisation and
investment income) reduced from £4.0 million profit Lo loss of £6.3million.

The exceptional cost in the year was a nel expenasc contributing to losses of £3.0 million (Year ended 3} December
2021; net expense £26.7 million). This predominantly relaled to £3.3 million of professional fees in refation to the
refinancing process and redundancies as part of the continued groupwide reorganisation action taken as & result of
COVID-19 (Year ended 31 December 2021. £2.0 million) This is nct of £0.3million of insurance proceeds.

fusurance claims are associated with a fire at the Tezew facility during 2021 that caused substantial damage to the
treatments plant, and claims related to a fire at the Conseuw facilily in 2018 were on-going at the end of 2022, £1.5
million cost refating to the Tezew firc are treated as exceptional in 2021 due to the nature of the fire being a one-off
event, Gardner was ablc to mitigate any disruption {0 the customer by transferring manufacturing elsewhere within
the Group.

Finance charges for the year was a net payable of £7.1 million which is 45% more than in 2021 as a vesult of increased
botrowing in particular invoice discounting and Group loans. ‘The resulting loss before tax for 2022 was £23.4 million
compared to a loss before tax of £38.1 million in the previous year. There is a tax credit of £0.2 million compared 10
a £2 4 million charge in 2021. The resulting loss of carnings at £23.2 million is £17.3 million better compared lo the
£40.5 miltion loss in 2021 mainly driven by the prior year impairment of the intangible assets,

The Cusrent Liquidity ratio is at 0.71. Net current liabilities increased from £3.3 million to £35.2 million. The adverse
movement in net current liabilities of £31.9 million is influenced by:

*  Bank loans of £25 million becoming due within one year.
An increase in trade credilors due to increased trading;
Reduced trade debtors and invoice discounting facilities associated with $11 mitlicn of customer receipts
paid ahead of normal terms in 2022;

+ Higher stock levels due Lo increased trading;

Net asscls decreased from -£24.2 million {0 -£49.5 million during the year. Return on Capital Employed (Defined as:
Eaqinings before interest and iax / Average (Net Asseis + Nei Deb{}) has improved from -32% to -13% which is the
result of net eamnings.

Principal Risks and Uncertsinties

The Group's long-term objectives are [0 support increased profitability, improve retutns 1o sharcholders and continue
investment in people, facililies, production capability and efficiency. In pursuing these objectives, the Group intends
to maintain sound financial management and avoid excessive risks. The Group seeks to manage its financial risks
relating to interest rates, foreign currency, liquidity and credit control.

The main risks and uncertainties the Group is exposed to are:
Currency Risk

A significant propostion of both sales and putchases are in forciga currency, particularly US Dollar. The Group’s
approeach to controlling this risk is set out in the financial risk management section below.

Civit Aviation Growth Rates

A significant proportion of the Group’s lurnover is related to leading manufacturers' aircraft production levels, To
control this risk the Group reviews its forward order book, manufacturers’ forecasts and market data on passenger
growth rates regularly and puts in place plans to add or reduce capacity or capability.

Geopolitical Risk

The global geopolitical situation results in the Group’s ownership siructure complicating refationships with certain
potential customers. The company has a sccurity agreement with the UK MoD in force, maintains a clear governance
structure, ard data (irewalls with its shareholder to mitigate concemns.
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Strategic report (contimied)

Financial Risk Management

Funding and liquidity management of the Group are managed on a centralised basis by the Gardner Group Limited.
The objectives are to protect the assets of the Group and the Company and 1o idemify and then manage financial risk.
These risks are described further below:

Interest Rate Risk

The Group finances its operations through a mixtare of retleined pwofits and borrowing facilities, including hire
purchase and finance leases. For hire purchase and finance leases, the Group manages interest rate risk by fixing
interest at the contract date. All leases are on a fixed repayment basis and no arrangements have been entered into for
conlingent rental payments. The Board will monitor interest rate fluctuations resulting from economic changes on a

regular basis.
Currency Risk

The Group has bank loans in foreign currency and transactional currency exposures arising from sales and purchases
in currencies other than the Group's functional currency. Where practicable such transaclion exposures are hedged
under the Group’s foreign exchange policy. This is achieved through naturat hedging of sales and purchases in such
currencics as well as forward contracts.

Ligquidity Risk
The Group maintains committed facilities that are designed to ensure sufficient funding for the Group’s operational

requircments. At 31 December 2022 the Group had undrawn committed facilities of £4.6 mitlion (31 December 2021:
£3.1 miflion) in addition 10 £3.4 million of cash (31 December 2021: £3.0 million).

Credi! Risk

The Group is exposed io credit relaled Josses in the event of nan-performance by counterparties to financial
instruments. Credit risk is mitigated by the Group’s policy of seleciing counterparties with a strong long teem credit
rating and assigning financial limits to individual counterparties.

Golng Concern

The directors’ assumption on going concemn are set out in note 1.2 of the accounts. Having considercd the basis of
preparation of Gardner Group Limited Financial Statements, the Directors are salisfied that it remains appropriate to
prepare the Company Financial Statcments on a going concern basis.

There remain uncertainties on the timing of the implementation of new Banking facilities provided by HSBC Bank
{UK) PLC and HSBC Invoice Finance (UK) Limited which represent material uncertainties that may cast doubt ¢n
the Company’s ability to continue as a going concern and, therefore, to continue realising their assets and discharging
their liabilitics in the normal course of business,

Current funding facilities

The Group is funded by a mixture of shareholder loans, asset backed lending and term loans, including facitities from
NatWest that mature in 2023, This includes two balicon payments which have been repaid in 2023 for the borrowings
of £3.U million due in Seplember 2023 and £1'7.3 milhion due 1n Uecember 2023,

Gardner Acrospace’s Facilities with NatWest are subject to financial covenants and a £5.0 million minimum cash
availability. Following a breach of the Group's financial covenants in March 2022, the shareholder confirmed in May
2022 that they would remedy the minirmum cash liquidity and provided addilional funding of £10.0 million between
May and July 2022. The shareholder provided a further £12.5 million of loans during the period September to
December 2022, which continuously secured the £5.0 million minimum liquidity.

During 2023, £48.6 miilion of further shareholder loans have been reccived to maintain the required minimum
liguidity and to vepay debt under the banking facilities as it felf due.

With the support of its shareholder, Gardner secured a working capital loan provided by CITIC bank allowing it to
repay the NalWest final senior debt facitities of £17.8 million priot to its due date on 17 December 2023,
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Strategic report (contimeed)

Current funding facilitles (continned)

in December 2023, credil approved facilities have been offered by HSBC Bank (UK) PLC for a £20 million revolving
credit facility and HSBC Invoice Finance (UK) Limited for a £25 million receivables facility to replace £30 mitlion
of Asset Based Lending facilities provided by NatWest that matured oo the 17 December 2023. To allow Lransition 1o
HSBC, NatWest have agreed 10 exlend these facilitics initially to the 17 January 2024 with further reviews that could
exlend the facility to 30 April 2024, The HSBC facilitics will be supported by guarantees from a member of the SDH
group of companies, and Gardner has received a letter of intent (rom Sichuan Development Aviation Industry
Investment Group Co Lid that it intends (o acl as the guarantor,

Parent Company Support

LAT through its subsidiaries Ligeance Invesiments Limited (“LIL") and Gardner Aerospace ‘technology Co., Lid
(“GATL") have continued to be supportive of the Group providing Loans of £25 million in 2020, £8 million in 2021,
£22.5 million in 2022 and a further £48.6 million in 2023.

These loans have primarily been provided to Gardner Group Limited and its subsidiaries (“GGL™) as GGI. provides
security for the borrowings with the Group’s primary lender, NatWest.

LAT confirmed in a letter to the Directors dated 12 Decermnber 2022 that they would continue to support the reasonable
on-going cash needs of Gardner Acrospace and its subsidiaries unti! the completion of refinancing. LAT would secure
the minimum liquidity position of £5.0 miilion until Seplember 2023 or the refinancing date, whichever date came

earlier.

On 23 May 2623 LAT confirmed that they would continue to support the liquidity of the Group through to 30
September 2024,

In addition, with funding from Sichuen Development Holdings (“SDI), LAT have provided security for a £17.75
million working capital loan provided by CITIC bank to Gardner in December 2023,

LAT has principally serviced its funding commitments to the Group through loan facilities from SDH. SDH is a
significant shareholder of LAT and since 2022 SDH has been working on a share placement that would see SDH
subscribe for 8 200 miltion shares in LAT, resuiting in SDH taking a controiling interest in LAT. This transaction was
approved by the Shenzhen Stock Exchange on 29 November 2023 and subsequently approved by the regulatory
authorities on 11 December 2023, The transaction was also subject te governmental approvals particularly in the UK
and France. The French govemment approval was given in March 2022, whilst the UK Government consent in
Oclober 2022 was subject to cerlain remedy actions, in particular the reinforcement of the existing securily agreement
with the MoD, and certain governance changes.

Once the share placement is completed SDH will issue the necessary guaraniees o support the new facilities provided
by HSBC to Gardner.

On 9 October 2023 the LAT shareholder assembly confinmed an LAT board resolution to invest £80 million into
Gardner's equity. This is part of an Offshore Direct Investment proposat that was spproved by Chinese regulators in
December 2023, These funds can be used to repay sharcholder and external loans and rebuilds a positive nel asset
position for the Group.

LIL, the immediate holding company, have confirmed by Booerd resolution that the Company will support the
reasonable on-going operational cash needs of Gardner Aerospace Holdings Limited for the forthcoming 12 months.
LIL and GATL have confirmed by Board resolutions their support to the Group for the forthcoming 12 months by
confirming they will not seek the repayment of Loans 10 the Group during this period.

Research and Development

The Group has continued to invest in new technology and sought improvements to the quality of its scrvices, The
Company is engaged in key industry projects for the technology solutions required for aircraft of the finure included
lightweight material and electric gircraft. In 2022, Gardner has continued 1o support development programs for electric
aircraft in the Urban Air Mobility sector.

7



Gardner Group Limited

Amal report and consolidated financial statements
Year ended 31 December 2022

Strategic report fontinved)

Environmental Policy

The Group is commitied to a responsibic approach (o sustainability and environmental matters.

The Management of the Group seeks to minimise any adverse impact on the environment from all aspects of the
Group’s operations by means of sound environmental and sustainability policics and procedures, which take practical
sleps to control effectively or ¢liminate any known pollulion risks, and where reasonably practicable improve use of
resources. Specifically, capital expenditure is directed towards the replacement of hazardous materials with
environmentally friendly altematives, methods of minimising the cnvironmental costs of disposal and recycling of
waste and the reduction of encrgy consumption. The Group has installed solar panels at its Derby facility and will
continue a rofl out of instaliations across other sites where practical to do o, this is a further step in reducing its carbon
footprint whilst benefiting from cnergy resilience. The Group has made a submission to the industry backed CDP
{Carbon Disclosure Project) and has cngaged a third-party specialist to support planning for an ESG road map for the
nexl 3-5 years. As the company has not consumed more than 40,000 kWh of energy in this reporting period, it qualifies
as a fow energy user under the SECR carbon reporting regulations and is not required lo report on its emissions, energy
consumplion or energy efficiency activities. ESOS reporting has been completed in line with mandated requirements.
The wider group is not required to disciose its carbon reporting due to its size and that of its subsidiaries.

Engagement with suppliers, customers, aud others business relationships

When making strategic decisions the Group takes into consideration the potential impact on its suppliers, customers,
and other business rclationships. The Group has regularly meetings and communication with its customers and
suppliers to review delivery and quality performance and to plan capacity and manufaciuring supply requirements.
This ensures the Group can support industry growth plans and deliver value to its customers. Focusing on sustainability
in all aspects of its business has also been set as one of the key strategies.

Employces
Gardner is committed to faimess in pay and benefits, equality in the workplace and promoting the health and wellbeing
of our employees.

The Group has in place a programme for the recruilment and development of apprentices and considers this a priority
for the business.

The Group seeks to ensure that all employees, job applicants and prospective job applicants, are afforded equatity of
job opportunity in all areas of employment. Application for employment by disabled persons are always fully
considered, bearing in mind the abilities 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 arrapged. IL is the policy of the Company that the training, carecr development and promotion of the disabled person
should, as far as possible, be identicat to that of ather employces.

The Group’s Health & Safety Policy fully recognises thc Company’s responsibility for the heafth and safety of
employces and members of the community in which they work. The Group continues to follow all regulations and
adopt best practise to minimisc the risk to employees of Covid 19,

The Group places considerable valuc on the involvement of its employees and has continued its practice of keeping
them informed of matiers affecting them as employees, and on various matters affecting the performance of the
Gapgdner Group. This is achieved through reguiar meetings and briefings with all employees.

Apptoved by. the Board of Directors and signed on behalf of the Board:

P Visdtschni;
Director
Date: 22 December 2023
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Directors’ report

The Direclors present their repoit on the affairs of Gardner Group Limited and its subsidiary underiakings {the
‘Group’) and its parent company, Gardner Group Limited (the ‘Company’), together with the financial statements and
independent auditor’s report, for [he year ended 31 December 2022,

Share Capital and Control

The Company is a wholly owned subsidiary of Ligeance Investments Limited which is e wholly owned subsidiary of
Ligeance Acrospace Technology Co. Ltd (“LA'T™), a company listed on the Shenzhen Stock Exchange.

Dividends
The Directors do not recommend the peyment of & dividend (Period ended 31 December 2021: £Nif).
Section 172 Companies Act 2006,

Section 172 of the Companics Act 2006 requires a Director of a company to act in a way he or she considers, in good
fajth, would most likely promote the success of the company for the benefit of Hs members as a whole. In doing this,
Section 172 requires a director (o have regard, amongst other matiers, to the:

¢ Likely conseguences of any decisions in the long lerm

¢ Interest of the company’s employees

»  Need to foster the company’s business relationships with suppliers, customers and others

« Impact of the company’s operations on the community and environment

s Desirability of the company maintaining a reputation for high standards of business standards
+  Need Lo act fairly between members of the company

It is the Directors’ opinion that we have a robust business governance model and that throughout 2022, the directors
had regard to the faclors set oul above in making the principal decisions taken by the company.

Gardner operates in & sector with e high degree of regulation and standards. The directors engage with suppliers
regularly via contract reviews, site visits and quality and delivery information utilising an approved aerospace
gavemnance framework. Gardner also uses iools, such as its supplier portal, lo increase the engagement and
performance level of suppliers within its supply chain.

Gardner is focused on exceeding the long-term expectations of our customers. As well as the regular performance
review and operational interactions with customers, the Group participates in frequent sirategic afignmeni events with
its key customers, ensuring that its investments and improvemenl activities deliver tangible returns for customers as
well 8s its other stakeholders.

‘The Directors routinely engage with the ultimate shareholder, LAT, on topics of strategy, governance and
performance. LAT receive monthly KPF updates. Two of the directors of Gardner Aerospace Holdings Limited are
LAT employces.

Due (o the sensitivity of its ownership structure, the company operates an audited and comprehensive governance
framework 0 maintain data integrity and promote operationel independence fiom its sharcholder. Relevant
govemment authorities are regularly updated on govemnance control efiectivencss.

As a Group we are focused on environmental standards as laid aut in the cnvironmental policy on page 8 and are
committed 1o faimess, equality and the healih and wellbeing of our employces as laid out on page 8.

As a board of Direclors, we have taken our decisions in the best intcrests of the company to promote its success for
ita members as a whole ensuring that we have looked at the consequences of our business in the lang term with mind
10 the employees.
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Directors’ report (cominned)
Dircctors
The Directors who served during the period and subsequently were as follows:

P Visotschnig (Appointed 3 May 2022)
LT Ford
AJ Upton (Resigned 26 September 2022)

The Company has in place qualifying third party indemnity provisions for the benefit of its directors.
Existence of subsidiavies outside the UK
The Company has subsidiary undertakings in India and Poland as listed in Note 11.

Political contributions
The Company made no political donations duting the year (Period ended 31 December 2021 £Nil).

Disclosure of information to auditors

The directors who held office al the datc of approvat of this directors’ reporl confirm that, so far as they are each
aware, there is no relevant audit information of which the Company's auditors are unaware; and each director has
taken alf the steps that they ought (o have taken as a director (o make themselves aware of any relevant audit
information and to establish that the Company’s auditors arc aware of that information.

Auditors
Under section 487(2) of the Companies Act 2006, PKF Smith Cooper Audit Limited will be deemed to have been

reappointed as auditors 28 days aler these financial statcments were sent to membeys or 28 days after the latest date
prescribed for filing the accounts with the registrar, whichever is carlier.

Strategic matters
Informaiion asrequired by Schedule 7 of the Large and Medium-sized Companics and Groups (Accounts and Reports)

Regulations 2008 has been included in the Strategic Report on Page 2.

» Principal activities and business review

*  Resulis for the year

¢  Financial risk management objectives and policies

*  Price risk, credit risk, liguidity risk and cash flow risk
»  Empioyment disclosures

s luture developments

Approved by the Board of Directors and signed on behalf of the loard

P Visotschn

Director
Date; 22 December 2023
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Statement of directors’ responsibilities in respect of the annual report and the
financial statements

The directors are responsible for preparing the Strategic Report, the Directors® Report and the financial statements in
accordance with applicable law and regulations.

Company law requires the dircctors to prepare financial statemenis for each financial year. Under that taw the dircctors
have elected to prepare the financial statements in accordance with United Kingdom Generally Accepted Accounting
Praclice (United Kingdom Accounting Standards and applieable law)..

Under company law the directors must not approve the financial statemments unless they are satistied that they give a

true and fair view of the state of affairs of the company and the profit or loss of the company for that period. In
preparing each of the Group and parent company financial statements, the directors are required to:

*  select suitable accounling policies and then apply them consistently;

* make judgements and estimates that are reasonable and prudent;

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

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

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain the
Group and the parent company's transactions end disclose with reasonable accuracy at any time the financial position
of the Group and the parent company and enable them o ensure that its financial statements comply with the
Companies Act 2006. They have general responsibility for taking such steps as are reasonably open to them to
safeguard the asscts of the Group and the parent company to prevent and detect fraud and other irregularities.



Gardner Group Limited
Anial report and consolidated financial siatements
Year ended 31 Decenber 2022

Independent auditor’s report to the members of Gardner Group Limited

Opinion

We have audited the financial statemients of Gardner Group Limited (the ‘parent company®) and its subsidiaries (the
‘group’) for the year ended 31 December 2022 which comprise the Consolidated profit and loss account, the
Consolidated statement of coinprehenaive income, the Consulidated balance sheet, the Company balance sheet, the
Consolidated statement of changes in equity, the Company statement of changes in equity, the Consolidated cash flow
statement and notes to the financial slatements, including significant accounting policies. The financial repotting
framework that has been applied in their preparation is applicable law and United Kingdom Accounting Standards,
including Financial Reporting Standard 102 The Financial Reporting Standard applicable in the UK and Republic of
Ireland (United Kingdom Generally Accepted Accounting Practice).

In our opinion the financial statements:
* give a truc and fair view of the state of the group and of the parent company’s affairs as at 3[ December
2022, and of the group's loss for the year then ended;
*  have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Practice;
and
+ have been prepared in accordance with the requirements of the Companies Act 2006.

Basis for opinion

We conducted our audit in accordance with Intemational Sizndards on Auditing (UK) (ISAs (UK)) and applicable
law. Qur responsibilities under those slandards are further desceibed in the Auditor responsibilities for the audit ol the
financial statements scction of our report. We are independent of the group 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 sufficienl and appropriate to provide a basis for our opinion.

Material uncertainty refated to going concern

We draw attention 1o note 1.2 in (he financial statements, which indicates that the directors' assessment on going
concern is based on continued support from the group’s future ultimate sharcholders. As stated in note 1.2, these
circumstances indicate that a material uncortainty exists that may cast significant doubt on the group’s ability to
continue as a going concern. Qur opinion is not modified in respect of this matter.

In auditing the financial statements, we have concluded that the directors® use of the going concern basis of accounling
in the preparation of the financial stalements is eppropriate. Our responsibilities and the responsibilities of the divectors
with respect to going concern are described in the relevant sections of this report.
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Independent auditor’s report to the members of Gardner Group Limited (continued)

Other information

The other information comprises the information included in the annual report other than the financiat statements and
our auditor’s report thereon. The direciors are responsible for the other information contained within the annszal report.
Qur opinion on the financial statements does not cover the other information and, except to the extent othenwise
explicitly stated in our report, we do not express any form of assurance conclusion thereon. Gur responsibility is to
read the other information and, in doing so, consider whether the other information is materially inconsistent with the
financial statements or owr knowledge obtained in the cousse of the audit, or otherwise appears to be malterially
missiated. If we ideatify such material inconsistencies or apparent material misstatements, we are requived lo
determine whether this gives rise to a material misstatement in the financial statements themselves, 1€, based on the
work we have performed, we conclude that there is a material misstaternent of this other information, we are required

to report that fact.
We have nothing to report in this regard

Opinlons on other matters prescribed Ly the Companies Act 2006
[n our opinion, based en the work undertaken in the course of the audit:
v the information given in the strategic report and the directors’ reporl for the financial year for which the
financial statements arc prepared is consistent with the financial statements; and
« the strategic report and the direclors’ report have been prepared in accordance with applicable legal
requirements.

Matters on which we are required to report by exception

In the light of the knowledge and understanding of the group and the parent compaay and their environment obtained
in the course of the audit, we have not identified material misstatements in the strategic report and the directors’ report.

We have nothing to reporl in respect of the following matters in velation to which the Companies Act 2006 requires
us 1o report to you if, in our opinion:
» adequale accounting records have not been kept by the parent company, or returns adequate for our audit
have rot been received from branches not visited by us; or
&  the parent company financial staterments are not in sgreement with the accounting records and resums; or

¢ cerlain disclosures of directors® remuneration specified by law ave not made; or
+  we have ot received all the information and explanations we require for our audit

Responsibilities of directors

As explained more fully in the Statement of directors’ responsibilities set out on page 1, the directors are responsible
for the preparation of the financial staterents and for being, satisfied that they give a true and fair view, and for such
internat control a3 the directors detenmine is necessary to enable the preparation of financial statements that are free
from material misstatement, whether due lo Traud or error,

Tn preparing the financiaf statements, the directars are responsibie for assessing the group and the parent company’s
ahility to continne as a going concern, disclusing, as applicable, matters related to going concesn and using the going
concern basis of accounting unless the directors either intend to liquidate the group or the parent company or to cease
operations, ar have no realistic altemative but ta do so.
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Year ended 31 December 202,

Independent auditor’s report to the members of Gardner Group Limited (continued)

Auditer’s responsibilitics for the audit of the financial statements

Cur objectives are to obtain rcasonabie assurance about whether the financial statements as a whole are free from
malerigl misstatement, whether duc to fraud or error, and to issue an Audilors' report that includes our opinion.
Reasonable assurance is a high level of assurence, but is not a guarantee that an sudit conducted in accordance with
1SAs (UK) will always detect a material misstatement when il exists. Misslatements 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 Group financial statements.

Irregularities, including fraud, are instances of non-compliance with laws and regulations. We design procedures in
line wilh our responsibilities, outlined above, 1o detect material misstatements in respect of irregularitics, including
fiaud. The extent to which our procedures are capable of detecting irregularities, including fraud is detailed below:

Based on our understanding of lhe company and industry, we identify the key laws and regulations affecting the group,

We identified thal the principal risk of fraud or nop-complisnce with laws and regulations related 1o0:
s mapagemenl bias in respect of accounting estimates and judgements made;
*  management override of control;
s  posting of unusual journals or transactions;
* compliance with health and safety legisiation;
* compliance with bank/debt covenants
We focused on those areas that could give rise to a material misstatement in the group firancial statements,

Our procedures included, but were not limited to:

*  Enquity of management and those charged with governance around actual and potential fitigation and claims,
including instances of non-compliance with Jaws and regulations and fraud,

+  Reviewing minutes of meetings of those charged with governance where available;

*+  Reviewing legal cxpenditure in the year to identify non-compliance with laws and regulations and fraud

*  Revicwing financial statement disciosures and testing te supporting documentation to assess compliance with
applicable laws and regulations;

*  Performing audit wock aver the risk of management override of controls, including testing of journal entries
and other adjustments for appropriatencss, cvaluating the business rationale of significant transactions
outside the normeal course of business and reviewing accounting estimates for bias. In particular, review of
stock, supplicr and debtor provisions and impairments of inlangibles and invesiments.

It is the primary responsibifity of management, with the oversight of those charged with governance, to ensure that
the entity’s operalions are conducted in accordance with the provisions of laws and regulations and for the prevention

and detection of fraud.

Because of the inherent limitations of an audit, there is a risk that we will not detect all irregularities, including those
leading 10 & material misstatemeny in the financial statements or non-compliance with regulation,

“I'his risk increases the more that compliance with a law or regulation is removed from the events and transactions
reflected in the financial statements, as we will be less likely to become awarve of instances of non-compliance, The
risk is also greater regarding irregularities occurring due to fraud rather than error, as fraud involves intentional
concealment, forgery, collusion, omission or misrepresentation.



Gardner Group Limlted
Arnual report and consolidated financial siatements
Year ended 31 December 2022

Independent auditor’s report to the members of Gardner Group Limited (continued)

Auditor’s responsibilities for the audit of the financial statements (continied)

A further description of our responsibilities for the audit of the financial statements is located on the Financint
Reporting Council's websile at: www.fic.org.uk/auditorsresponsibilitics. This description forms part of our Auditors’

repnt,

Use of our veport

This report is made solely to the company’s members, as a body, in accordance with Chapter 3 of Part 16 of the
Companies Act 2006. Our audit work has been undertaken so that we might state 10 the company’s members those
matters we are requirted to state to (hem in an auditor®s report and for no other purpose. To the fullest extent permitted
by law, we do not accept or assume responsibility o anyone other than the company and the company’s members as
a body, for our audit work, for this repon, or for the opinions we have formed.

PK? S (-mva{ Budd  Goacted

James Delve {Senior statutory audilor)
for and on behalf of

PKF Smith Cooper Audit Limited
Sutetory Audliors

Prospect House

I Prospect Place

Millenium Way

Derby

DE24 8HG

Date: 22 December 2023



Gardner Group Limited
Aninal repart und consolidated financial stateinents
Year ended 31 December 2022

Consolidated profit and loss account
Jor the year ended 31 Decernber 2022

Note Year ended Year ended
31 December 31 December
2022 2028
£000 £000
Turaover 2 125,626 91,913
Cost of sales {112,656) (81,345)
Gross profit 12,970 10,068
Administrative ¢xpenses {26,033y (18,006)
Exceptional items 7 {3,000} {26,737
Other nel operating (casts) f income 7 (246) . 1.492
Opcrating loss (16,309) {33,183)
Interest receivable and similar income k) 419 654
Interest payable and similar expenses [ (7,513) (5.357)
Loss before taxation 7 (23,403) {38,086)
Taxation charge & 165 2,414)
Loss for the financial year {23,238) (40,500)
Loss attributable to
Sharcholders of (ke parent company (23,238) (40,500}
Total loss (23,238) (46,509)



Gardner Group Limited
Anunal report and consolidured financial statements
Year ended 31 December 2022

Consolidated statement of comprehensive income
JSor the year ended 31 December 2022

Year ended Year ended

3t December 31 Deceniber

022 2021

£0600 £000
Loss for the year (23,238) (46,500)

Other comprehensive income / {Joss)

Foreign exchange gain / (loss) on translation of forcign operations 87 {2,916}
Net loss on cash flow hedge ¢1,642) (2,210)

Net (loss) / gain on hedge of net investments in foreign operations (379) 118
Other comprehensive (expense) / income for the year, net of income tax (1,934) (4,408}
Total comprehensive expense for the year {25,170 {44,908}



Gardner Group Limited
Annual report and consolidated financial statements
Year ended 31 Deceniber 2022

Consolidated balance sheet
at 31 December 2022

Note 31 December 2022 31 December 2021
£060 £000 £000 £060
Fixed assets
Intangible assels
Guedwill 9 313 330
Other intangibles 9 3,388 4,185
3,701 4,515
Tangible asscls io 49,599 49,330
53,300 53,845
Current assets
Stocks 12 30,287 20911
Debtors {including £21,503,000 (31 December 2021:
£22.541,000) due after more than onc yesr) 13 51,553 54,300
Cash at bank and in hand 3,407 2,969
85,347 78,180
Creditors: amounts falling due within ane year 4 (120,562) (81,476)
Net current liabilitics (35,215) {3,296)
Total asscts less current liabilitics 18,085 50,549
Creditors: amounts falling due after more then one year 15 (65,107) {73,823)
Provisions for liabilities 20 {2,406) (982)
Net liabilities {49,428) (74,256)
Capltal and reserves
Called up share capital 23 1 1
Share premium account 9,995 9,995
Forcign currency hedge reserve (3,105) (1,463)
Profit and loss account (56,319) {32,789)
Shareholder's funds (49,428) (24,256)

[P

These financial statements were approved by the board of directors and authorised for issue on 22 December 2023

and were signed on its behalf by:

/ //j

LT Ford
Director

Company registered nummber: 04672639



Company balance sheet
at 3§ December 2022

Fixed assets
Intangibir aserts
Tangible asseis
invesiments

Current assets

Debtors (including £29,179,000 (37 December 2021
£26, 244,000} duc after morc than one year)

Cash at bank and in hand

Creditors: amounts falling due within one year
Net curvent liabilities

Total assets less corrent liabilitics

Creditors: anounls falling due after more than one year

Provisions for Nabilities

Net liabilitics

Capital and rescives

Called up share capilal

Share premium account
Foreign currency hedge reserve
Profit and loss account

Sharcholder's funds

Notre

10

1

13

15

20

23

Gardner Group Limited
Amqual report and consolidated financiof statements
Year ended 3] December 2022

3 December 2022 31 December 2621 Restated

£000 £000 £000 £000
1,181 1,663
10,609 10,725
57,824 55,912
69,614 8,305
47,957 52,799
1,189 1,007
49,116 53,806
(103,221 (83,663)
(54,105) {29,857)
15,509 38,448
(58,238) (63,031)
(58,238) 63,031)
{42,729) (24,583)
1 I
9,995 9,995
(3,105} (1,463)
(49,620) (33,116)
(24,583)

(42,7129)

The Company’s loss for the year was £16,504,000 (37 December 2021: £34,121,000) and other comprehensive
expense for the year was £1,642,000 (Year ended 31 December 2021 expense £2,210,000).

The balance sheet for year end of 31 December 2021 is restated due to revaluation of investent properly, See note

I for more details.

These financial statements were approved by the board of directors and authorised for issue on 22 December 2023

and were signed on its

S

LT Ford
Director

Company registered number: 04672639
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Consolidated statement of changes in equity

Forcign Tetal
Called up Shave  curvency Profit share
share  premium fedge and loss holder’s
capital accound reserve acconunt funds
£000 £000 £000 £000 £000
Balance at 1 January 202 1 9,995 747 9,909 20,652
Total comprehensive (expense) / income
for ehe year
Loss for the year - - - (40,500) (40,500)
Orher compreliensive icome / (expense)
Fo;elg_n cx:hang; loss on translation of . . . (2.916) (2,916)
oreign operations
Net gain on hedge of nel invesiments in
] 2 . - - 718 718
foreign operations
Nel loss on cash flow hedge - - {(2,210) - (2,210
Balance at 31 December 2021 1 9,995 (1,463} 32,789 (24,256)
Forclgn Total
Called up Share  currvency Profit Share
share  premium hedge and loss hoider’s
capital necount reserve actount funds
£000 £000 £000 £000 £000
Balance at | January 2022 H 9,995 {1,463) (32,789) (24,256}
Tatal comprelicnsive (expense} / income
for the year
L.oss for the year - - - (23,238) (23,238
Other comprehensive income / fexpense)
Foreign exchange gain on translation of ~ ) i 37 87
foreign operations
Nc; !o.fs an hedgf: of net investments in . . R (379) a9
foreign operalions
Net loss on cash flow hedge - - (i,642) . (1,642)
Balance at 31 December 2022 i 9,995 {3,108) (56,319) (49,428)

Share premium account
The share premium reserve contains the premium arising on issue of equity shares, net of issue expenses.

Farelgn curvency hedge reserve
The foreign currency hedge reserve represents the cumwlative portion of gains and fossces on foreign exchange contracts which have
been designated as hedges for hedge accounting purposes.

Profit and tyss accuunt
The profit and Joss reserve represents cumniative profits or losses, act of dividends paid and other adjusiments.
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Company statement of changes in equity

Fareign Total
Called Share  currency Profit share
up
share  premium hedge nnd foss holder's
enpital sccount rescrve acconnt funds
1000 £0600 £000 £000 £000
Balance at 1 Janvary 202] -as previously stated 1 9,995 747 (2,195) 8,548
Prior year adjustment - revaluation - - - 3,200 3,200
Balance at I January 2021 — as restated | 9,995 4% £,005 11,748
Totat comprehensive (expense) / income for the
year
Loss for the year - #s previously stated - - - (34,442) {34,442)
Prior year adjustment - revaluation - - - 321 321
Loss for the year ~ as restated - . B (34,121) (34,121}
Oiher comprehensive expense
Net foss on cash flow hedge - - (2,210) - 2,210)
Balance at 31 December 2021 - restated 1 9,998 (1,463 (33,116 (24,583)
Forelgn Total
C’“:: Share  currency Profit share
Share  premium hedge snd loss holder's
Capitat Account reserve Account funds
£000 1000 1000 £000 £000
Balance at | January 2022 - restated i 9,995 (£,463)  (33,116) (24,583)
Total comprehensive (expense) / income for the
year
Loss for the year - “ - (16,504) (£6,504)
Oiher comprehensive experse
Net loss on cash flow hedge - - {1,642) - {1,642)
Balance at 31 December 2022 1 9,995 3,105}  (49.620) (42,729)

2%



Gardner Group Lindred
Anaieal report and consolidated financial statements
Year ended 31 December 2022

Notes
(forming pari of the fInancial statements)

1 Accounting policies

Gardner Group Limited (the “Group”) is a private company limvited by shares and incorporated and domiciled in the
UK.

The Group’s and Company’s principal aclivities and the nature of the Group's aperations are given in the Strategic
Report.

These Group and parent company financial slatements were prepared in accordance with Financial Reporiing Standard
102 and the requirements of the Companies Act 2006, including the provisions of the Large and Medium sized
Companies and Groups (Accounts and Reports) Regulations 2008. The presentation currency of these financial
statements is slerling. All amounts in the financial statemenls have been rounded to the nearest £1,000, except where
otherwise stated,

The parent company is included in the consolidated financial statements, and is considered te be a qualifying entity
under FRS 102 paragraphs 1.8 to 1.12. The following exemptions available under FRS 102 in respect of certain
disclosures for the parent compeny finencial statements have been applicd:

* The reconciliation of the number of sharcs outstanding from the beginning to the end of the year has not been
included;
No scparate parent company Cash Flow Statement with related notes is included;
Certain disclosures required by FRS 102.26 Share-Based Payments; and
The disclosures required by FRS 102.11 Basic Financial Instruments and FRS 102.12 Other Financial
Instrument Issues in respect of financial instruments nol falling within the falr value accounting rules of
Paragraph 36{(4) of Schedule 1.
The Group is also included within the consolidated financial statements of its pareni undertaking, Gardner Aerospace
Holdings Limited (“The Gardner Group” / “Gardner™) and has not disclosed a separate Group Cash Flow Statement
with related notes under the exemptions provided by FRS 102.
The accounling policies set out below have, unless otherwise stated, been applied consisiently fo alt years presented
in these financial stalements,
Judgements made by the directors, in the application of these accounting policies that have significant cffect on the
financial statements and estimates with a significant risk of material adjustmeat in the next year are discussed in note
28.

L1 Measurement convention

The financial statements ave prepered on the historical cost basis except that derivative financial instruments are stated
af their fair value,

L2 Going concern

Background

Since 2020, Gardner Agiospace has suffered badly from the impact of COVID-19. The pandemic induced decline in
both global air travel and economic growth resulted in a sharp demand decline for aircraft with full recovery to pre-
pandemic levels not expected until 2025/6.

Since 2022, the Group’s resutts, liquidity and funding availability has been further stressed by production disruptions
and inflationary pressures particularly affecting energy, utilities, freight, and wage costs caused by the outbreak of the
Rugsia / Ukraine War,

With liquidity severely negatively impacted in 2020 and 2021, the Group has obtained additional support from its
shereholder, banks and government backed lending schemes in a total amount of £58.8 million. Additionally, the
Group agreed revised amortisation profiles for its existing UK banking facilities.

Gardner Aerospace received further shareholder loans totalling £22.5 million in 2022 and £48.6 million in 2023 to
support liquidity, working capital growth, capital expenditure requirements and debt repaymcuts,
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Year ended 31 Decenber 2022

Notes (continued)
1 Accounting polictes (contimeed)

1.2 Golug concern (continied)

Current funding facilities

The Group is funded by a mixture of shareholder loans, assct backed lending and term (oans, including facilities from
NatWest that mature in 2023 and particularly include two balloon payments for borrowings of £9.0 million in
September 2023 and £17.8 million in December 2023,

Gardner Acrospace’s facilities with NatWest are subject to financial covenants and a £5.0 million minimum cash
availability. Following a breach of the Group’s financial covenants in March 2022, the sharcholder confirmed in May
2022 that they would remedy the minimuny cash fiquidity and provided additional funding of £10.0 million between
May and July 2022. The sharcholder provided a further £12.5 million of loans during the pcriod September to
December 2022, which continuously secuved the £5.0 million minimum Hiquidity.

During 2023 £48.6 million of further shareholder loans have been received to maintain the required minimum liquidity
and to repay debl under the banking facifities as it fel{ due.

With the support of its shareholder, Gardner secured a working capital loan provided by CITIC bank allowing it to
repay the NaiWest [inal senior debi facilities of £17.8 million prior 10 its due date on 17 December 2023.

In December 2023, credit approved facilities have been offered by HSBC Bank (UK) PLC for 2 £20 million revolving
credit facility and HSBC Invoice Finance (UK) Limited for a £25 million receivables facility (o replace £30 million
of Asset Based Lending facilities provided by NatWest that matured on the 17 December 2023. To allow wansition to
HSBC, NatWest have agreed to extend these Facilities initially to the 17 January 2024 with further reviews that could
extend the facility to 30 April 2024, The HSBC facilities will be supported by guarantees ffom a member of the SDH
group of companics, and Gardner has received a letter of intent from Sichuan Development Aviation Industry
Investment Group Co Ltd that it intends to act as the guarantor,

Sharehelder Support

LAT through its subsidiaries Ligeance Investments Limited (*LIL"} and Gardner Aerospace Technology Co., Lid
(“GATL") have continucd ta be supportive of the Group providing Loans of £25 million in 2020, £8 million in 2021,
£22.5 million in 2022 and a further £48.6 million in 2023,

These loans have primarily been provided tc Gardney Group Limited and its subsidiaries (“GGL") as GGL provides
security for the borrowings with the Group’s primary lender, NatWest.

LAT confirmed in 4 leiter to the Direclors dated 19 December 2022 that they would continue to support the reasonable
on-going cash needs of Gardner Aerospace and its subsidiaries until the completion of refinancing. LAT would secure
the minimum liquidity position of £5.0 million until Septcmber 2023 or the refinancing date, whichever date came
curlicr.

On 23 May 2023 LAT confirmed that they would continue to support the liquidity of the Group through to 30
September 2024.

In addition, with funding from Sichuan Development Holdings (“SDH"), LAT have provided security for a £17.75
million working capital loan provided by CITIC bank to Gardner in December 2023,
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Notes (continued)
1 Accounting policies (continued)

1.2, Golng concern (continued)

Shareholder Support {cosntirured)

LAT has gprincipally serviced its funding commitments to the Group through loan facilities from SDH. SDH is a
significant shareholder of LAT and since 2022 SDH has been working on a sharc placement that would see SDH
subscribe for a 200 million shares in LAT, resulting in SDH taking a controlling interest in LAT. This transaction was
approved by the Shenzhen Stock Exchange on 29 November 2023 and subsequently approved by the regulatory
authorities on 11 December 2023. The transaction was also subjcct to governmental approvals particularly in the UK
and France. The French government approval was given in March 2022, whilst the UK Government consent in
October 2022 was subject to certain remedy actions, in parlicular the reinforcement of the existing securily agreement
with the MoD, and certain governance changes.

Once the share placement is completed SDH will issue the necessary guarantees to support the new facilities provided
by HSBC to Gardner.

On 9 October 2023 the LAT sharcholder assembly confirmed an LAT board resolution to invest £80 million into
Gardner’s equity. This is part of an Offshore Direct Investment proposal thal was approved by Chinese regulators in
December 2023. These funds can be used to repay shareholder and exteinal loans and rebuilds a positive net asset
position for the Group.

LIL, the immediate holding company, have confirmed by Board resolution that the Company will support the
reasonable on-going operational cash needs of Gardner Acrospace Holdings Limited for the forthcoming 12 months.

LH. and GATL have confirmed by Board resolutions their support to the Group for the forthcoming 12 months by
confirming they will not seck the repayment of Loans to the Group during this period,

De-risk assumptions

in 2022 and into 2023 there remained uncertainty regarding SDH’s timing and approval for their support of a
refinancing process, consequently the Directors undertook a process, in consultation with shareholders, 10 secure
alternative financing solutions.

Furthermore, preparatory documentation has been prepared to enable the partial or full divestment of the business if

further support from LAT or altemative financing sotutions was not forthcoming. This contingeacy plan has been
communicated with all key stakeholders but is not expected to be required.

Conclusions

Having considered the basis of preparation of Gardner Group Limited Financlal Statements, the Directors are satisfied
that it remains appropriate to prepare the Company Financial Stalemenls on & going concern basis.

There remain uncertainties on the liming of the implemeniation of new Banking facilities provided by HSBC Bank
(UK) PLC and HSBC Involce Finance {UK) Limited which represent material uncertainties that may cast doubt on
the Company’s ability to continue as a going concern and, therefore, to continue realising their assets and discharging
their liabilitics in the normal course of business.

‘These financial statements do not contain any adjustments that would arise if the financial statements were not drawn
up on a going concemn basis.
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Notes (contined)
1 Accounting policies (continued)

L3 Basis of consolldation

The consolidated financial statements include the financial statements of the Company and ils subsidiary undertakings
made ap 10 31 December 2022. A subsidiaiy is an eulity that is controlied by the parent. The results of subsidiary
undertakings ave included in the consolidated profit and loss account from the date that control commences until the
date that control ceases. Control is established when the Company has (he power to govern the operating and financial
policies of an entily so a5 to obtain bencfits from its activities. In assessing control, the Group takes into consideration
potential voting rights that are currently exercisable.

All intra-group \ransactions, balanues and unrealised gains on transactions belween group companies are eliminated
on consolidation. Unrealiscd losses are also climinated uniess the transaction provides evidence of an impairment of
the asset transforred.

‘The cast of a business combination is the fair value at the date of acquisilion datc, of the assels given, and liabilities
incurred or assumed, plus directly atiributable costs. The cost of the combination includes the estimated amount of
contingent consideration that is probable and can be measured reliably and is adjusted for changes in conlingent
consideration after the acquisition date. Contingent consideration is discounted, if material.

Under Scction 408 of the Companies Act 2006 the Company is exempt fram the requirement to present its owu profit
and loss account.

In the parent company financial stalements, investments in subsidiatics arc carried at cost less impairment.
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Notes (continued)
1 Accounting policies (continied)

1.4, Forelgn currency

Transactions in foreign currencies are translated to the Group companics® functional currency at the foreign exchange
rate puling at the date of the transaction. Monetary assels und liabilities denominated in foreign currencies at the
balance sheet date are retransiated to the functional currency at the foreign exchange rate ruling at that date. Non-
monetary assets and liabilities that are measured in terms of historical cost in a foreign currency are translated using
the exchange rale at the date of the transaclicn. Non-monetaty assets and liabitities denominated in foreign currencies
that are stated at fair value are retranslated to the functional currency at foreign exchange rates ruling at the dates the
fair value was determined. Foreign exchange differences arising on transtation are recognised in the profit and loss
account.

‘The assets and liabilities of foreign operations, including goodwill and fair valuc adjustments arising on consolidation,
are translated to the Group’s presentational currency, Sterling, at foreign exchange rates ruling at the balance sheet
date. The revenues and expenses of foreiga operations are translated at an average rate for the year where this rate
approximates to the foreign exchange rates ruling at the dates of the {ransactions. Foreign exchange differences arising
on retranslation are recognised in other comprehensive income.

L5 Classification of financlul instrumenis issued by the Gronp

In accordance with FRS 102.22, financial instuments issued by the Group are lreated as equity only to the extent that

they meet the following two conditions:

(a) they include no contractual obligations upon the Group 1o deliver cash or other financial assets or to exchange
financial assets or financial labiiities with another party under conditions that arc potentially unfavourable
to the Group; and

(b) where the instrument will ormay be settled in the entity’s own equity instruments, it is either a non-derivative

that includes no obligation to deliver a variable number of the entily’s own equily instruments or is a
derivative that will be settlcd by the entity exchanging a fixed amouni of cash or other financial asscts for a

fixed number of its own equity instruments.
To the extent that this definition is not met, the proceeds of issu¢ arc classificd as a financial liability. Where the

instrument so classified takes the legal form of the entity’s own shares, the amounts presented in these financial
statements for called up share capital and shere premium account exclude amounts in relation to those shares.

L6 Basic financlal Instruments

Trade and othar deblors / creditors

Trade and other debtors are recognised initially at transaction price less attributable transaction costs. Trade and other
creditors ave recognised initially at transaction price plus attributable transaction costs. Subsequent to initial
recognition they are measured al amortised cost using the effective interest method, less any impairment losses in the
case of trade debtors, I the arrangement constitutes a financing transaction, for example if payment is deferred beyond
normal business terms, then it is measured at the present value of future payments discounted at a market rate of
instrument for a similar debt instrument,

Interest-bearing borrowings classified as basic financial instruments

Interest-bearing borrowings are recognised initially at the present value of future paymenis discounted at a market rate
of interest. Subsequent to initial recogaition, interest-bearing borrowings are stated at amortised cost using the
cffective interest method, less any impairment losses.

Cash and cash eguivalents

Cash and cash equivalents comprise cash balances and call deposits. Bank overdrafls that ave repayable on demand
and form an integrat part of the Group’s cash management are included as a component of cash and cash equivalents.
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Notes fcontinved)

1 Accounting policies (continned)
L2 Otlrer flnancial Instruntents

Derivative financiaf insfruments

Derivative financial instruments are recognised at fair value. The gain or [oss on remeasurement le fair value is
recognised immediately in profit or loss, other than where designated as a cash flow hedge.

Cash flow hedges

Where a derivative financial instrument is designated as a hedge of the variability In cash flows of a recognised asset
or lability, or a highly probable forecast transaction, the effective pari of any gain or loss on the derivative financial
instrument is recognised dircetly in other comprehensive income.  Any ineffective portion of the hedge is
recognised immediately in profit or loss.

For cash flow hedges, where the forecast transactions resulted in the recognition of a non-financial asset or non-
financial liability, the hedging gain or loss recognised in other comprehensive income is included in the initial cost or
other carrying amount of the asset or liability. Aliernatively when the hedged ftem s recognised in profit or loss the
hedging gain or loss is reclassified to profit or loss. When a hedging instrument expires or i5 sold, terminated or
exercised, or the entity discontinues designation of the hedge relationship but the hedged forecast transaction is stifl
expecied 10 occur, the cumulative gain or loss at that point remains in equity and is vecognised in accordance with the
ahove policy when the transaction occurs. If the hedged transaction is no longer expected o take place, the cumulative
unrealised gain or loss recognised in equity is recognised in the profit or loss immediately.

L8 Tanglble fixed assets
Tangibie fixed assets are stated al cost tess accumulated depreciation and accumulated impairment losses.

Leases in which the enlity assumes substantially alt the risks and rewards of ownership of the leased asset are classified
as finance leases. All other leases are classified as operating leases. Lensed assels acquired by way of linance lease
are stated on initial recognition at an amount equal to the lower of their fair value and the present value of the minimum
leasc payments at inception of the lease, including any incremental costs directly attributable to negotiating and
arranging the lease. At initial recognition a finance lease liability is recognised equal to the fair value of the leased
asset or, il lower, the present value of the minimum lease payments. The present vatue of the minimum {cese payments
is calculated using the interest rate implicit in the lease. L.ease payments are accounted for as described 8t 1.16 below.

Investment property is initally measured at cost and subsequently remeasured to its fair value at the end of each
financial year. Any gains or losses are recorded in the profil and loss account. The invesiment property is not
depreciated. In the consolidation, the praperly is net accounted for as an investment properly as it is rented oul to
another group company and follows the cost model as for the other fixed assets.

The Group assesses at each reporting date whether tangible fixed assets (including those leased under a finance |easc)
are impaired.

Depreciation is charged to profil and loss an a siraight-line basis over the estimated useful lives of each part of an item
of tangible fixed assets, Leased assels are depreciated over the shorter of the lease term and their usefid lives. Land is

not depreciated. The estimated uscful lives are as follows:

Frechold buildings 510 50 years
Frechold improvements 5 to 50 years
Leasehold property Straight line over the term of the lease
Plant, fixtures and equipment S to 10 years
Motor vehicies 310 10 years

Depreciation methods, useful lives and residual valucs are reviewed if there is an indication of a significant change
since the fast apnual reporting date in the patiern by which the Group expects to consume an asset’s future cconomic
benefits.
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Notes (continved)

1 Accounting poficles (continned)
1.9 Intanglble assets and goodwiil
Goodwill

Goodwil is stated at cost [¢ss any accumulated amontisation and accunmilated impaitment losses. Goodwill is gllocated
to cash-generating units or group of cash-generating units that are expected to benefit from the synergies of the
business combination from which i1 arose,

Research and development
Expenditure on research aclivities is recognised in the profit and loss account 8s an expense as incurred.

Expenditure on the development of certain major new projects or programmes, where the outcome of these
programmes and recoverability of costs is assessed as being reasonably certain, where they are capable of production
and where their duration is expected (o be substantial, is capitalised.

Software

Software is measured at cost less any accumulated amaortisation and any sceumulated impairment lasses.

Other inianglble assels

Intangible assels arising on a business combination are recognised separately from goodwill if the intangible asset is
both separable and arises from jegal or contractual rights. The group has also elected to recognise non-contractual
customer relationships separately from goodwill.

Amortisation

Amortisation is charged to the profit or loss on a straight-line basis over the estimated useful lives of intangible assets.
Intangible assets are amortised from the date they are available for use. The estimated useful lives are as follows:

Expenditure on the development of cerlain major new projects or programmes is amortised over ifs uscful economic
life, This is the shorter of the life of the relevant contract or len years, with amortisation commencing in the ycar
sates of the product are first made to the immediate customer of the Group,  For cerlain programmes, amortisalion is
applied to reduce the assets 10 their residual values over a defined production schedule, based on the unit of production

method.
The basis (ur chousing these uselul lives is linked 1o the Jength of The conlract.

Goodwill is amostised on a straight-line basis over ils useful fife. Goodwill has no residual value. The finite useful life
of goodwill is estimated 10 be up to 10 years.

Contractual customer relationships are amortised over 10 years on the basis of normal contrectual periods and
expeciation of renewal.

Soflware is amortised on a straight-line basis to the profit and loss account over its useful economic life of between 2
lo 5 years.

The Group reviews the amortisation period and method when events and circumstances indicate that the useful life
may have changed since the last reporting date.

Goodwill and other intangible assets are tested for impairment in accordance with FRS 102.27 Impairment of assets
when theve is an indication that goodwill or an intangible asset may be impaired.
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Notes (continued)
H Accounting policles (convinied]}
110 Stocks

Stocks are stated at the lower of cost and estimated selling price less costs to complete and sell. Cost is based on the
wrighted average principle and includes cxpenditure inewrred in acquiring the stocks, production or conversion costs
and other costs in bringing them to their existing location and condition. In the case of manufactured stocks and work
in progress, cost inciudes an appropriate share of overheads based on normal operating capacity.

At each reporting date, the Group assesses whether stocks are impaired or if an impairment loss recognised in prior
years has reversed, Any excess of the carrying amount of stock over its estimated selling price less costs to complete
and sell is recognised as an impairment loss in the profit and loss.

Reversals of impaiment losses are vecognised in the profit and loss.

Lii Impoairment excluding stocks and deferred tax assets
Financial assets {including trade and other debiars)

A financial asset not carried af faic value through profit or loss is assessed at each reporting date to determine whether
there is objective evidence that it is impaired. A financial asset is impaired if objective evidence indicates that a loss
event has occurred after the initini recognition of the asset, and that the loss event had a negative effect on the estimated
future cash flows of that asse{ that can be estimated reliably.

An impairment loss in vespect of a financial asset measured at amottised cost is calculated as the difference between
its carrying amount and the present value of the estimated future cash flows discounted at the asset’s original effective
interest rate. For financial instruments measured at cost less impairment an impainnent is catculated as the difference
between its camrying amount and the best estimate of the amount that the Group would receive for the asset if it were
10 be sold at the reporting date. Interest on the impaired asset continues to be recognised through the unwinding of the
discount. Impainment losses are recognised in profit or loss. When & subsequent event causes the smount of
impairment loss to decrease, the decrease in impairment loss is reversed through profit or loss.

Nen-financial asseis

The carrying amounts of the entity's non-financial assets, other than stocks and deferred tax assets, are reviewed at
each reporting date to determine whether there is any indicatlion of impairment. IF any such indication exists, then the
asset’s recoverable amount is estimated. The recoverable amount of an asset or cash-generating unit is the greater of
its value in use and its fair value less costs to sell, In assessing value in use, the estimated future cash flows are
discounted to their present value using a pre-tax discount vate that reflects current market assessments of the time
value of money and the risks specific to the asset. For the purpose of impairment testing, assets that cannot be tested
individually are grouped together into the smatlest group of assets that generates cash inflows from continuing use
that are largely independent of the cash inflows of other assets or groups of assets (the “cash-generating unit”). The
goodwill ecquired in a business combination, for the purpose of impairment testing is allocated to cash-generating
units, or (*CGU”) thet ave expected to benefit from the synergies of the combination. For the purpose of goodwill
impairment testing, if goodwill cannot be atiocated to individual CGUs or groups of CGUSs on & non-arbitrary basis,
the impaiment of goodwill is delermined using the recoverable amount of the acquired entity in its entirety, or if it
has been integrated then the entive group of entities into which it has been integrated.

An impairment loss is recognised if the carrying amount of an asset or its CGU exceeds its estimaled recoverable
amount. Impairment losses are recognised in profit or loss. Impairment losses recognised in respect of CGUs are
allocated first lo reduce the carrying amount of any goodwill allocated to the units, and then to reduce the carrying
amounts of the other assets in the unit (group of units) on a pro rata basis.

An impairment toss is veversed if and only if the reasons for the impairment have ccased to apply.

Impairment losses recognised in prior years are assessed al each yeporting date for any indications that the loss has
decreased or no longer exists, An impairment Joss is reversed only to the extent that the asset’s carrying amount does
not exceed the canying amount that would have been determined, net of depreciation or amortisation, if no impairment
loss had been recognised.
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1 Accounting policles (continued)
LI2 Emplayee benefits

Defined contribution plans

A delned contnibulion plan is a post-employment benefit plan under which the Group pays fixed coatributions into a
separate entity and will have no legal or constructive abligation o pay further amounts. Obligations for contributions
to defined contribution pension plans are recognised as an expense in the profit and loss account in the years during
which services are rendered by employces.

1.13, Provisions

A provision is recognised in the balance sheet when the entity has a present legal or constructive obligation as a resuit
of & past event, that can be reliably measured and it is probable that an outflow of economic benefits will be required
to settle the obligation. Provisions are recognised at the best estitnate of the amount required te settle the obligation at

the reporting date.

Where the Parent Company enters into financial guarantee conteacts to guarantee the indebtedness of other companies
within its group, the Company (renis the guarantee contrect as a contingent liability in its individual financial
statemments until such time as it becomes probable that the Company will be required to make a payment under the
guarantee.

114 Turnover

Tumover is recognised to the extent that it is prabable that the economic benefits will flow to the group and the
revenue can be reliably measured,

Sale of goods

Tumover from the sale of goods is recognised when all of the following conditions are satisfied:

. the Group has transferred the significant risks and rewards of awnership to the buyer;

. the Group retains neither continuing managerial involvement to the degrec usually associated
. with ownership nor effective control aver the goods sold;

. the amount of revenue can be measured reliably;

. it is probable that the Group will receive the consideration due under the transaction; and

. the costs incurred or to be incurred in respect of the transaction can be measuced reliably
LIS, Government graut

Grants aye accounted under the accruals model as permitted by FRS t02. Grants relating to expenditure on tangible
fixed assets are credited to profit or loss at the same rate as the depreciation on the assets to which the grant relates,
The deferred element of grants is included in the creditors as deferred income.

Grants of a revenue nature are recognised in the Statement of Comprehensive Income in the same period as the refated
expenditure.

1.16. Expenses

Operating lease

Paymemts (excluding cosls for services and insurance) made under operating leases are recognised in the profit and
loss account on a straight-line basis over the term of the lease unless the payments to the lessor are structured 1o
increase in line with expected general inflation; in which case the paymenls related (o the structured increases are
recognised as incurred. Lease incentives received are recognised in profit and loss over the term of the lease as an
integral part of the total lease expense.

Finance lease

Minimum lease payments are apportioned between the finance charge and the reduction of the outstanding liability
using the rate implicit in the lease. The finance charge is allocated to each year during the lease Llerm 30 as to produce
2 constant periodic rate of interest on the remaining batance of the liability. Contingent rents are charged as expenses

in the years in which they are incurred.
30



Gardier Gronp Limited
Anmnual repori and consolidated financial statements
Year ended 3 December 2022

Notes (continyed)
1 Accouuting policies (conrined)
1.16. Expenses {contimeed}

Iiterest receivable, interest payable and other similar income and charges

Interest payable and sirrilar charges include intervest payable and finance charges on finance leases recognised in profil
or loss using the effective interest method.

Other inlevest receivable and similar income include interest receivable on funds invested.

Interest income and interest payable are recognised in profit or loss as they accruc, using the eftective interest method.
Dividend income is recognised in the profit and foss account on the date the entity’s right to receive payments is
established. Foreign curyency gains and losscs are reported on a net basis.

1.17. Taxation

‘Tax on the protit or loss for the year comprises current and defeired tax. Tax is recognised in the profit and loss account
except to the axtent that it relates (o items recognised directly in equity or other comprehensive income, in which case it
is recognised directly in equity or other comprehensive income.

Current tax is the expecied lax payable or receivable on the taxable income or Joss for the year, using lax rates enacted
or substantively enacted at the balgnce sheei date, and any adjustment to tax payable in respect of previous years.

Deferred tax is provided on timing differences which arise from the inclusion of income and expenses in tax assessments
in years different from those in which they are recognised in the financial statements. The following timing differences
are not provided for: differences between accumulated depreciation and tax allowances for the cost of a fixed assct if and
when &l conditions for retaining the tax allowances have been met; and differences relating to investments in subsidiaries,
to the exient that it is not probable that they will reverse in the foreseeable future and the reporting entity is able 1o control
the reversal of the timing difference.

Deferred tax is not recognised on parmanent differences arising because centain types of income or expense are non-
taxable or are disallowable for tax or because certain tax charges or allowsnces are greater or smaller than the
corresponding income or expense.

Deferred tax is provided in respect of the additional tax that will be paid or avoided on differences between the amount
at which an asset (other ihan goodwill) o liabilily is recognised in 2 business combination and the conesponding amount
that can be deducted or assessed for tax.  Goodwill is adjusted by the amount of such deferred tax,

Deferred tax is measured at the (ax rate thal is expected to apply to the reversal of the related difference, using tax rates
enacted or substantively enacted at the balance sheet date. Deferred tax balances are not discounted.

Unrelieved tax losses and orher deferred tax assets are recognised only to the extent that is it probable that they swill
be recovered against the reversal of deferred tax liabilitics or other future taxable profits.

Current tax assets and current tax liabilities and deferred tax assets and deferred tax liabilities are offset, if and only
if, there is a legally enforceable right to set off the amounts and the entity intends either 1o seitle on a net basis or to
realise the asset and seitic the fiability simultaneously.

118, Exceptional ltems

The Group presents as exceptional items on the face of the Statement of Camprehensive Income those material items
of'income and expense which, because of the nature and expected infrequency of the events giving rise 1o them, merit
separate presentation to altow shareholders to better understand the elements of financial performance in the year, so

as to facilitate comparison wilh prior years.
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Notes (continued)
1 Accounting policies {continired)
.19 Prior year adjustment

A correction has made been made (o align the accounting for the investment property held in the parent company's
individual financial statements. Section 16 of FRS 102 requires such propertics to be revalued to their fair value at
each reporting date, This correction back dates a revaluation that should have been accounted for in the opening

position at | January 202(.

The impact is an uplifl in the investment property velue by £3,950,000 and the resulting gain reflected in the opening
profit and loss reserves of the 2021 comparative, A defarred tax liability has also been recognised on this gain at the
rate prevailing at that time (19%) of £750,000, A correction has also been made (o remove the depreciation ot £321,000
recogniscd in the profit and loss account in the 2021 financial year. The overall impact to opening reserves at 1 January
2022 is an increase in reserves of £3,521,000.
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2 Turnover
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Year ended 31 December 2022

All continuing urnover originates from activity in the United Kingdom except for £12,543,000 wmover arising in
Poland and [ndia (Year ended 31 December 2021: £8,288,000). Al turnover is attvibulable Lo the principal activity of

the group.

An analysis of twrnover by geographicat destination is given below:

United Kingdom
Rest of Europe
Rest of Woild

3 Staff numbers and costs

Year ended Year ended
31 December 31 December
2022 2021

£00 £00§

84,187 56,853
38,309 30,507

3,130 4,553
125,626 91,913

The average number of persons employed by the Group (including divectors) during the year, analysed by category,

was as follows:

Production
Administration

The Company does not have any employees.

The aggregate payroll costs of these employees were as follows:

Wages and salaries

Social secutity costs
Contributions 1o defined contribution plans (note 21}

Number of employees

Year ended Year ended
31 Decomber 31 December
2622 2021
98¢ 1,120
446 {60
1,432 1,286
Year ended Year ended
31 Becember 31 December
2022 2021
£0600 £000

36,667

4,924

895

41,888
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4 Directors® remuneration

Directors* remuneration
Company contributions to money purchase pension plans

Gardlner Group Limited
Arnual report and consolidated financial statements
Year ended 31 December 2022

Year ended
31 December
2022

£000

619
n

Year ended
31 December
202t

£000

567
22

The aggregate of remuneralion of the highest paid direclor was £296,000 (Year ended 31 December 2021: £235,000),
and Company pension contributions of £10,000 (Year ended 31 December 2021 £10,000) were made (0 a maney
purchase scheme on his behatf. Compensation for loss of office paid to directors during the ycar totetled £Nil (Year

ended 31 December 2021: £78,000).

Retirement benefits are accruing te the following number of directors under:
Money purchase schemes

s Interest receivabile and similar income

Interest receivable frotn group undertakings
Other interest receivable

Total inlevest receivable and similar income

Number of divectors
Year ended Year cnded
3 Decentber 31 December
2022 2021
3 3
————_ 1}
Year ended Year ended
31 December 31 December
2022 2021
£000 £000
417 654
2 -
419 654
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Notes (continved)

6 Interest payable and similar expenses
Year ended Year ended

31 December 31 December

2022 2021

£000 £000

Finance lease interest 634 564
Bank loans and invoice discounting facilities 4,218 2,743
Interest on shareholder foan - 1,946
Interest payable lo group undertakings 2,562 144
Other interest paysblic 99 160
Totat other interest payable and similar charges 7,513 5,557

DL e

During the year the Company’s parent undertaking, Ligeance Investments Lid, waived £2,277,000 of interest
payable on loans due from the Company. In 2023 a fusther £3,991,000 of loan interest was waived.

7 Loss before taxation

Year ended Year ended

3 Deceinber 31 December

2022 2021

£000 £000

The lass before taxation is stoted after charging / (crediting):

Depreciation - owned assets {note 10) 4,244 4,527

- held uder finance leases and hire purchase contracts (note 10) 1,756 [,739

Amorlisation - goodwill {notc 9) £7 945

- customer relationships (note 9) - 2,525

- other intangible fixed assets {note 9) 972 728

Loss on sale of indangible and tangible fixed assets - .

Fair value of foreign exchange contracts {gains) / losses {1,244) 1,045
Foreign exchange losscs / {gains) 4,873 (1,435)
Stock impairment losses / (gains) recognised in cost of szles (note 12) 599 (130)
Exceptional income - (162)

Excepiional costs 3,000 26,899

Operating Jease rentals {note 24) 2,653 2,795
Other gperating income - Research and Development Expenditure Credit 306 (306)
Other gperating income - Government Grants (Coronuvirus) - (436)
Other operating income - Merchandise Export Scheme: (12) {472)
Other operating income — Prafit on sale of intangible or tangible fixed assets (119) {224)
Other operating income - Sundry income 122 (54)
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Notes (continuved)

7 Loss before taxation (continted)
Exceptional charge ¢ {oredit):
Veat ended Year ended
31 December 31 December

2022 2021
£000 £000
Provision and cost of reorganisation 1,948 2,029
Intangible assel impairmient- Goodwill - 22,447
887

Intangible asset impairment- Development costs -
Cost of refinancing 1,365 -
Business interruption and recovery cosls and inventory insurance losses arising

from Tezew fire - 1,523
Insurance proceeds (323) -
Release of surphs [T improvemen! pravisions - (162)
Other sundry expenses 10 13
1,000 26,737

In (he current year the Group has incusred £1.4 million of costs relating to refinancing and liquidity support and £1.9
million of non-recurring costs relating to site closures, asset impairment and redundancy programme as part of the
groupwide recrganisation action taken as o result of COVID-19. In the prior year the impairment costs relate to a
reassessment of future profitability of contracts arising on the acquisition of Northern Aecrospace in 2018 and &
reassessment of the canying value of development costs based on the future profitability and remaining life of the
conteacts. In the prior year a fire also caused substantiat damage to the treatments plani at the Tczew Facility meaning
business interruplion and inventory losses were incurred. The cost to Gardner were treated as exceptional due to the
nature of the fire being a one-off event. Gardner was able to mitigate any distuption to the cusiomer by transferring
manufacturing elsewhere within the Group. The insurance claim for the loss of business and assets are ongoing at the
year-end as are claims associated with a fire at the Conseil facility in 2018. In the year Gardner received £0.3 million
as a payment on accound towards the claims associated with the Consett facility.

Auditor 's remuneration:

Year ended Year ended

3 December 31 December

2022 2021

£600 £000

Audit services — sistutory audit of parent and consolidated accounis 72 240
Ainounts receivable by the Company's auditor and its associates in respect of:

Taxation compliance services - -

‘Faxation advisory service - .

Alt other non-pudii services - -
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Notes (continued)

8 Taxation

Toial tax {eredit) / charge recognised in the profit and loss account and other comprehensive income

Year coded 31 December 2022 Year ended 31 Decernber 2021
£000 £000 £000 £000
Curre tax
Current tax on income for the year - -
Group relief payable (3 -
Adjustments in respecet of prior periods 108 (7
Foreign tax - 156
Total cument tax charge / (credit) ) 621)
Deferred tax (note 19)
Origination and reversal of timing differences (8,633) 6,634
Adjustments in respect of prior periods 2,052 (2,469)
Unused 1ax losses 6,086 2,136
Effect of changes in tax rate 135 (3,526)
Totat deferred tax (credit) / charge (160) 3,035
Total tax charge {165) 2414
Reconciliation of effective 1ax rate
Year ended Year ended
31 December 31 December
2022 2021
£600 £000
Loss for the year {23,238) (40,500)
Total tax charge {165) 2,414
Loss exchiding taxation {23,493) (38,086)
Tax using the UK corporation tax ratc of 19.00% (Year ended 31 December 2021: (4,447) {71,236)
19.00%)
Deferred tax balance rate differences 335 {3,526}
Non-deductible cxpenses and income not taxable 158 6,605
Deferred tax previously anrecognised (4,456G) 7,384
R&D expenditure credit (ten} 37
Unused tax losses 6,086 2,336
Adjustments for prior years 2,160 (3,186)
Total tax charge included in profit or loss {168) 2,414

——— O EPS——

During 2021 the UK Goverstment announced an increase in the main UK corporation tax rate from 19% to 25% with
effect from | April 2023, The change in ratc was subsiantively enacled on 24 May 2021, Deferred lax has been
calcutated at blended rate of 19% - 25% which was the {ax rate substantively enacted at 31 December 2022.
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Notes (contined)

9 Intangible assets and goodwill
Group Development  Software and Customer
Goodwill costs  ofhercosts  aelationships Totat
£000 £000 TUE008 T UR000 - Eooe
Cost
Balance at ) January 2022 10,694 5,240 4499 25,250 45,083
Additions - 25 37 - 162
Disposats - - - - -
Effect of movements in foreign cxchange - - 10 - 30
Balance at 31 Decentber 2022 10,094 5,368 4,566 25,250 45,275
Awmortisation and impairment
Balance al | January 2022 9,764 3,018 2,536 25,256 40,568
Amontisation for the year 17 M3 629 - 989
Disposals . - - . .
Impairment - - . - .
Effect of movements in foreign exchange - - 17 - 7
Balance at 31 December 2022 9,781 361 3,182 25,250 41,5874
Net book value
At 3 December 2022 M3 2,004 1,384 - 3,701
At 31 December 2021 330 2,222 1,963 - 4,515

The net book value of development costs primarily retates o A320 and A350 work packages. Impairment reviews
have been undertaken and no further impairment was required for 2022 (37 Decentber 2021 £0.9 million). This review
considered the remaining period of the conlract, future production forecasts and increasing costs.

Amortisation charge

The amortisstion charge is recognised in the following line items in the profit and loss account:

Year ended Year ended

31 December 31 December

2022 2021

£000 £000

Administrative expenses 989 4,198
989 4,198

Sofiware pledged us security for loans held by the Group are detailed in note 17,
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9 Intangible assets and goodwill {continued)
Company Software pnd
other costs
£000
Cost
Balance at 1 Januwary 2022 3,630
Additions 53
Balance at 31 December 2022 3,683
Amortisation and impairment
Balance at [ January 2022 1,962
Amortisation for the year 540
Balance at 31 December 2012 2502
Net book value
At 31 December 2022 1,181
At 31 December 2021 1,668
Awmortisation charge
The amortisation charge is recognised in the following line items in the profit and loss account:
Year ended Year ended
3t December 31 December
2022 2021
£000 £000
Administrative expenses 540 387

Software pledged as security for loans held by the Group are detailed in note 17.
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10 Tangible fixed assets

Group
Leasehold Freehold land Piant and
property  and builldings equigiiént Yol
£000 £000 £000 £000

Cost or Yaluation
Balance at 1 January 2022 5,762 3,710 82,917 98,389
Addilions 63 282 5,082 5427
Disposals B - {2,046) (2.046)
Gifect of movements in foreign exchange {50) 83 1,196 1,234
Balance a{ 31 December 2022 5778 10,080 87,149 103,004
Depreciation and impairment
Balance al | January 2022 3,715 3481 41,363 49,059
Depreciation charge for the yeat 369 296 5335 6,000
Disposals - - (2.046) (2.046)
Effect of movements in foreign exchange 16 4 mn 392
Balance at 31 December 2022 4,160 3,781 45,524 53,405
Net boolc yalue
At 31 December 2022 1,675 6,29% 41,625 49,599
At 3{ December 2021 1,047 6,229 41,054 49,330

= P st e

The carrying amount at 31 Pecember 2022 of the investiment property rented (o another group entity and accounted
for using the cost modei was £10,219,000 (37 December 2021. £10,100,000).

Included within plant and equipment are assets under construction of £5,115,000 {3/ December 2021: £2,569,000).
Asscts pledged as security for loans held by the Group are detailed int note 17.

The net book value of the leasehold property is split between £135,000 (31 December 2021: £106,000) under shori
leasehold and £1,540,000 (37 December 2021: £1,941,000) under long leaschold.

Leased plant and wachinery

At the year end the net carrying amount of plant and machinery leased under a finance icase was £18,067,000 (3/
December 2021- £15,707,000), and the depreciation charged during the year in respect of these assets was £1,756,000
{Year ended 31 December 2021: £1,739,000). The leased equipment secures [ease obligations (note 16).
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Notes (continued)

1} Tangible fixed asscts (continved)
Company

Cost or Valuation
Balance at | January 2022  as previously stated
Prior year adjusiment — revaluation

Balance a1 1 January 2022 - as resiated

Additions - internally acquired
Additions - extemally acguired
Disposals

Balance at 31 December 2022

Depreciation and jmpairment
Balance al | Janusry 2022  as previously stated
Prior year adjustment — revaluation

Balance at | January 2022 - as restated

Depreciation charge for the year
Balaace t 3] December 2022

Net book value
At 31 December 2022

At 31 December 2021 (as restated)

Investment

property
£000

9,226
230

10,100

73
46

10,219

3,39
(3,391

10,219

T

10,100

Gardner Grouy Limited
Amnal report and consolidaied financial siatements
Yeor ended 31 December 2022

Plantand
cquipment Total
£000 £000
1,905 11,125
287 1,167
2,19 12,292
(13) -
11 57
2130 12,349
1,280 467]
287 {3,104)
1,567 1,567
173 173
1,740 1,740
390 10,609
625

10,725

‘The investment property has been valued on 12 September 2023. The Compaay utilised Mussen Liggins who ave an

independent advisor. or the purpose of the prior year adjusiment, the directors have concluded that the vacant
possession value from the report of the independent valuer as at 12 Seplember 2023, would not have been matevially

different to if an independent valuation were to have been performed at 31 December 2020.

Assets pledged as security for loans held by the Group are detailed in note 17.

Prior year investment property restated duc to revalualion. See note [ for more details.

Leased plamt and machinery

At the year end the net carrying amount of piant and machinery leased under a finance lease was £Nil (3} Deceniber
2021 £Nil), and the depreciation charged during the year in respect of these assets was £Mil (Year ended 31 December

2021: £23,000). The leased cquipment secures lease obligations (note 16).
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11 Fixed asset investments
Principal Group invesiments

The Company has investments in the foHlowing subsidiary wndertaKings:

Country of Peoportion held
Incorporstion/ Direct  Indirect  Nature of business
registered office
Gardner Aesospace — Basildon Limited Note {a) below [00% Precision machining
Gardner Aerospace ~ Broughton Limited Note (a) below H00% Non-trading
Gardner Acrospace — Derby Limited Note (a) below 100% Precision machining
Gardner Aerospace - Hull Limited Note () below [00% Non-{rading
QGardner BYC Limited Note (1) below [00% Precision tooling
Gardner Atrospace - Bumley Limited Note (a) below 100% Dormant ‘
Gardner Aerospace —Consett Limited Note (a) below 100% Precision machining
FDM Digital Solutions Limiled Noie (a) below 100% Polymer additive layer
manufacturing
Gardner Aerespace —Nureaton Limited Note (a) below 100% Dormant
Gardner Acrospace ~ Wales Limited Note (a) below 100% Donmant
Gardner Acrospace ~ Tezew Spdlka z.0.0. Note (b) below 100% Precision machining
Gardner Aerospace - Mielec Spélka z.0.0. Note {c) below 100% Precision machining
Gardner Aerospace ~ Nowa Deba Sp. z 0.0 Note {d) below 100%  Precision machining
Gardner Aerospace Bengaluru Private Limited Note {&) below 100% Precision machining
Note  Country of Incorporstion Registered Office
a England and Wales Unit 9 Viciory Park, Victory Road, Derby, England, DE24 8ZF
b Poland UL. Skarszewska 21, Tczew 83-110, Poland
c Poland COP-U Str. 7, Mielec 39-300, Poland
d Poland UL. Witolda Thicme, nr 11, lok. 39-460 Nown Deba, Poland
Indi Plot no.25 (New Municipal No.5), 3rd Main Road, Phase 1, Peenya industrial Area,
¢ '“ Bengalueu - 560058

All subsidiary undertakings have a year end ot 31 December apart from Gardner Aerospace Bengaluru Private Limited
where the year end is 31 March,

During 2020 and in response to COVID-19 the Group underook a restructuring programme which saw the
shareholders of Gardner Group Limited approve the closure of Gardner Aerospace  Hull Limited which ceased
trading in September 2020 and announce the closure of Gardner Aerospace  Broughton Limited which ceased trading
in June 2021,

The subsidiaries incorporated in England and Wales have taken the exemption in section 479A of the Companies Act

2006 {the “Act™) from the requirement in the Act for their individual accounts to be audited. The guarantee given by
the Company under Section 479A of the Act is disclosed in Note 25, All subsidiaries are inctuded in the consolidation.
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11 Fixed asset investments (continned)
Company
Investments
in subsidiaries
£4000
Cost
Dalance at 1 January and 31 December 2022 83,589
Addition 1,912
Balance at 31 December 2022 85,501
Deprecintion and impairment
Balance at { Januvary 2022 27,677
Impairmem -
Bal at3i D ber 2022 27,677
Net book value
At 31 December 2022 57,824
At 31 Decernber 2021 55912

The company has invested a finther £1,912,000 (31 December 2021: £Nil) in its subsidiary Gardner Aerospace —
Tezew Spolka z.0.0.during 2022,
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12 Stocks
Group

31 December 31 December
2022 2021
£000 £000
Raw malterials and consumables 8.7%1 5,071
Waork in poogress 15,466 10,155
Finished goods 6,130 5,688
30,087 20911

e e —

The write-down of stocks to net vealisable value amounted (o £613,000 {Year ended 3} December 2G21: £638,000).
The reversal of write-downs amounted to £14,000 (Year ended 31 December 2021: £768,000). The write-down and
reversal are included in cost of sales.

Stocks pledged as security for loans held by the Group are detailed in note 17.

13 Debtors

Group Company
31 December 3t December 31 December 31 December
2022 2021 2022 202} Restatcd

£000 £000 £000 £000

Trade debtors . 17038 22,387 - -
Amounts owed by group undertakings 23,588 18,792 47,7214 52,661
Deferced tax sssets (nole 19) 6,006 5,960 () (733)
Taxation - 1,010 (108} -
Taxation and socief security 1,042 - - -
Invoice discounting facility 192 - - -
Prepayments and accrued income 3,780 6,151 518 8N
51,553 54 300 41,957 32,199

Due within one year 30,050 31,759 18,778 26,555
Due after more than one year 21,503 22,541 29,179 26,244
51,583 54,300 47,957 52,799

The amounts owed by group underlakings are unsccured and repayable on demand.

Trade deblors ave stated after a provision for impairment of £3,984,000 (Year ended 31 December 202 1: £3,018,000),
impairment losses regarding trade debtors totalling £83,000 (Year ended 3! December 2021 £24,000) were
recognised in the profit and loss.

Deferred tax assets is restated at year end of 31 December 2021 due to vecognition of deferred tax liability of the
investment property revaluation gain. See notes 1 for further details.

Debtors pledged as security for boans held by the Group are detailed in nole 17.
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T Creditors: amounts falling dite within one year
Group Coampany

3§ December 3 December 31 December 3t December

2022 2021 2022 2021

£600 FIHLY £800 £000

Bank overdrafts (notc 16) - . - -
Bank loans (note 16) 30,854 5,745 28,064 4,101
Other loans (note 16) 209 - 2069 -
[nvaice discounting facility (note 16) 12,789 14,331 - -

Prepaid faciltity cosis (note 16} (70) (1,160) {70) (1,160)
QObligations under finance leases {note 16) 3,502 3,108 - -
Trade creditors 18,528 13,469 2,197 1,216
Amowunts owed Lo group undertakings 35,082 32,346 64,883 74916
Corporation tax - - - -
Taxation and socia! security 5,281 5,031 893 974
Other creditors 3,932 1,247 139 §9
Accruals and defemred income 5877 5,678 2,347 1,866
Derivative financial instruments (nole §8) 4,568 1,681 4,568 1,681
120,562 B1,476 103,221 83,663

The amounts owed 1o group undertakings are unsecured, and repayable on demand.

15 Creditors: nmounts falling after more than one yeav
Group Campany

31 December 31 December 31 December 31 December

2012 2021 2022 2021

£000 £000 £000 £000

Bank loans (note 16) 587 31,037 - 28,197
Other loans (note 16) 2t - 21 -

Prepaid facility cosis (note 16) - (870) - (870)
Qbligalions under finance leases {note 16) 6,272 6,514 - -
Taxation & social sceurity 19 1,926 - 486
Shareholder Loan 22,999 - 12999 -
Amounts owed to group undertakings 35,218 35,219 35218 35,218
65,107 71,823 48,238 63,031
Due between one and five years 65,107 73,823 58,238 63,031

The amounts owed (o group undertakings are unsecurcd, and repayabie on demand.

During 2022 the Dircctors welcomed the sustained support of the Uitimate Parent Company who provided Gardner
with £23.0 miltion (Year ended 31 December 2021 £8.0 million) working capital funding to support the Group during
the Coronavirus Pandemic. During 2023 a further £18.0 million funding was provided.
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i6

Interest-bearing loans and borrowings

Gardner Group Limited

Annual report and consoliduted financial statemenis

Year ended 31 December 2022

This nnte pravides information about the contractual terms of the Group's interest-bearing loans and borrowings,
which are measurcd at amortised cost.

Creditors falling due after more than onc year

Secured bank loang

Other loans

Prepaid facility cosls
Obligations under finance leases

Creditors falling due in less than one year

Secured bank loans

Other loans

Invoice discounling facility
Prepaid facility costs
Obligations under finance leases

Bank lean terms and debt repayment schedule

Groop

Currency
Term Loan Sterling

{CLBILS)

Term Loan Sterling
Term Loan US Dollars
Piant Loan Sterling
Property Loan Sterling
Term Loan Zloty
Plant Loan Rupee
Sharcholder Loan Sterling

Group Company
31 December 31 December 31 December 31 Decomber
2022 2021 2022 2021
£000 £000 £000 £000
587 31,037 g 28,197
21 - 21
- (870) - {870)
6,272 5,51 - -
6,880 35,678 21 27,327
Group Company
31 December 31 December 31 December 31 December
2022 2021 2022 2021
£000 £000 £000 £000
30,854 5,745 28,064 4,101
208 - 209 .
12,789 14,331 - -
{70 (1,160) (70) (1,160)
3,512 3,108 - .
47,294 22,624 28,203 2,941
Nominal interest Year of Repayment
Rate maturity schedule 31 December 31 December
2022 2021
£000 £000
SONIA 1 3.61% 2023 Quarterly 12,672 15,000
SONIA +2.25% -3.75% 2023 Quarterly 10,139 1§,321
SOFR +2.25% -3.75% 2023 Quarterly 1,388 £,363
SONIA + 2.00% 2023 Monthly 2,257 3,257
SONIA + 2.00% 2023 Monthly 3,679 3,973
22% 2022 Quarterly 187 745
REPO +3.6% 2025 Quarterly 1,128 1,121
% N/A  On Matyrily 22,999 -
54,440 36,782

The Group's bank borrowing facilities arranged during 2020 to support the ongoing working capital position of the
Group impacted by COVID-19 have started to be repaid in line with agreed capital repayment and interest amortisation
terms, This includes £15.0 million of fully-drawn UK government backed CLBILS which has been fully repaid by

two balloon payments in September and December 2023.

46



Gardner Group Linzited
Annual report and consolidated financial statemenis
Year ended 31 December 2022

Notes (comtinued)

18 Interest-bearing loans and borrowings {continued)

‘The multi-curvency invoice discounting facility credil line arrangements in the UK remained at £30.0 million based
on invoicing against approved customers and {unding of inventory. The invertory facility has a sub limit of £8.0
million. The UK facilities are secured by fixed and floating charges over the properly and assets of companies within
Gardner Group Limited that are obligated as guarantors and carry & nominal interest rale of 1.75% above SONIA on
the invoice discounting facility and 2% above SONIA on the inventory facility.

Additional loans of PL.N 5 million in Gardner Tezew and INR [20 million in term loan and INR 30 million undrawn
working capital loan in Gerdner Bengaluru were agreed during 2020 and are secured by the business’s assets.

During 2022 the Direclors welcomed the sustained support of its Ullimate parent Company Ligeance Acrospace
Technology Co. Limited (“LAT™) who via ils subsidiaries and Gardner Aerospace Holdings Limited provided the
Company with £22.5 million (31 December 2021: £8.0 milfion) of working capital funding during the Coranavirus
Pandemic. During 2023 finther funding of £48.6 miilion has been provided by LA'T subsicliaries Ligeance Invesiments
Limited and Gardner Aerospace Technology Limited to the Company and its subsidiaries.

Company Nominal interest Yearef Repayment

Currency Rate maturity schedule 31 December 3§ December

2022 2021

£000 £000

Tem Loan Sterding SONIA +3.61% 2023 Quarterly 12,672 15,060

{CLBILS)
Term Loean Stesling SONIA +2.25% -3.75% 2023 Quarterly 10,139 11,321
Term Loan US Dollars SOFR + 2.25% -3.75% 2023 Quartcrly 1,388 1,365
Plant {.oan Sterling SONIA + 2.00% 2021 Monthiy §32 £,329
Praperty Loan Sterling SONIA + 2.00% 2023 Monthly 3,033 3,283
28,664 32,298
Finance lease liabilities
Finance lease liabilities are payabie as follows:
Graup Company

31 Pecember 34 Deceinber 31 Beecember 31 December

2012 2021 2032 2021

£000 E000 £000 £000

Less than one year 3,512 3,108 - -
Between one and five years 6,272 6,511 - -
9,784 9,619 - -

Finance iease puyments represent rentals payable by the Group for cettain items of planl and machinery. Leases
include purchase nprinns af flie end of the lease year, and no vestrictions are placed o the use of the assets. The average
lease term is 4 years (3] December 2021- 4 years). ANl leases are on a fixed yepayment basis and no arrangements

have been entered into for contingent rental payments.

The finance jeases are secured by the related fixed assets. The nominal interest rate on the finance leases ranges
from 2% 10 7% above local bank rates. During the year the Group entered finance lease arrangements in respect of
assets with a total capital value at the inception of the lease of £1,726,000 (31 December 2021: £784,000).
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17 Secored assels
Group Compony

11 December 31 December 31 December 31 December

2022 2021 2022 2021 Restated

£000 £000 £000 £000
Software (note 9) 1,384 1,941 1,181 1,668
Tangible fixed assels (note 10) 49,599 46,478 10,609 10,725
Stock (note 12) 30,387 19,161 - -
Trade debiors (note 13) 17,038 22,084 - -
Prepayments and accrued income (note 13) 3,780 4,205 515 gn
Cash 3,407 2,761 1,159 -
105,595 95,630 13,464 13.264

The assets are secured through a fixed and floating charge on the assets of Group companies obligated as guarantors,

18 Derivative financial instruments
Group Compsany
31 December 31 December 31 December 31 December
1022 2021 2022 2021
£000 £000 £000 £000
Amounts falliag due within one year
Financial assets / (fiabilitics) held for trading
{including derivalivcs) (4,568) (1.621) (4,568) (1.681)

The group enters into forward foreign currency contracts to mitigate the exchange rate risk for certain foreign currency
reccivables net of & natural hedge provide by payables in the same curvency. At 31 December 2022, the outstanding
contracts mature within 19 months of the year end. The group is committed to buy GBP and sel} s fixed USD amount.

The forward currency contracts are measured at fair value, which is based on their listed market price at the year end.
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19 Deferved tax assels and linbilities

The movement in deferred tax assets / (liabilitics) is set out below:

Al | Januvary 2022

Credit f{charge) to profit and loss account
Foreign exchange effects recognised in other

comprehensive income

At 31 December 2022

Deferred tax assets and liabilities are attributable o the following:

Group

Acceleraied capital atlowances
Unused tax losses

Other

Acquired intangible fixed assets

Tax assets / {liabilities)

Company

Accelerated capitel sllowances
Properly Revalusiion
Unused tax losses

Tax assets / (liabilities)

Garduer Group Limited
Annual report and consolidated financial statements
Year ended 31 December 2022

Group Company
£000 £000
5,960 17
160 {212)
(114) -
6,006 {195)
Assets Liabilitics Net
31 December 31 December 31 December 31 December 31 D b 31 Decemb
2022 2021 2022 2021 2022 2021
£000 £000 £000 £000 £000 £000
"3 1,489 (548) (1%5) 225 1,474
6,203 14,572 {428) (3,466) 5,775 8,106
6 3 - - (3 8
- - - (3,628) - (3,628)
6,982 13,069 (976) (7,109) 6,006 5,960
Asscis Liabilities Net
3§ December 31 December 31 December 31 December 31 December 31 December
2022 2021 2022 2021 Restated 2022 2021
£000 £000 £000 EQOD £000 £000
- 17 (54) - (54) 17
- (740) (750) (750) (750}
633 - - - 633 .
633 17 (733)

[P R——.

804 (750)

(171)

S PSRRI %

In addition to the deferred tax asset above, the Group has additional unrecognised net comporation tax losses of
£12,089,000 (3! Dacember 2021: £13,692,000) and capital losses of Nil (37 December 2021: £280,000).
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20 Provisions for liabilities
Ounerous
Group Contracts  Property Restructuring Other Total
£uo0 £000 2000 £000 £000
Balance at [ January 2022 346 500 36 100 982
Provisions charged us exceptional during the year - - 155 1,193 1,948
Provisions charged as non-exceptional during the year - - - 358 358
Provision released during the year - (196} - - (196}
Provisions used during the year {346) (304) (36) - (686)
Balance at 3t December 2022 - - 755 1,65t 2,406

Restructuring provisions continue during 2022 primarily in relation (o the restructure of the Group in response to
COVID-19 and its future growth stralegy. Other provisions include supplier ctaims and customer claims duc to supply
chain disruption.

Provisions are estimated to be used during 2623.
The Cotmpany had no provisions (Year ended 31 Decentber 2021: £Nil)

2t Employee benefits

The Group has made payments in the year totalling £895,000 (Year ended 31 December 2021: £815,000) to defined
coniribution pension schemes, the net assets of which are held in an independently administered fund. The pension
cost charge represents the tolaf contributions payable to the fund. At 31 December 2022 there were £203,000 (Year
ended 31 December 2021: £117,000) of unpaid pension contributians.

22 Financial instruments
Carrylng amount of financial assets and liabitities

The carrying amounts of the financial asscts and liabilities include:

Group 31 December 31 December
20622 202t
£000 £000

Financial nssets:

Derivative instnnnents measured et feir value through profit or loss - -

Measured at amogtised cosl 40,623 41,179

Financial Habilitics:

Derivalive instruments measured at fair valuc through profit or loss (4,568) (1,681)

Measured at amortised cost 140,616 146,659
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23 Share capital
31 December 31 December
2022 2021
£000 £000
Issued, called-up and fully paid:
10,001 Ordinary shares of 10 pence each (3} December 2021: 10,007) 1 1

The holders of ardinary shares are entitled to receive dividends as declared from time to time and are entitled to one
vole per share at meelings of the Company.

24 Opevating leases

Non-cancellable operating fease rentals are payable as follows:

Group Company
31 Deccmber 31 December 31 December 31 December

2022 2021 Restated 2022 2021

£000 £600 £000 £000

Less than one year 1,343 2,288 119 109
Borween one and five years 7,249 8,075 102 137
More then five years 1,680 1,478 - -
11,272 11,841 221 246

During the year £2,653,000 was recognised as an expense in the profit and loss account in respect of aperating leases
(Year ended 31 December 2021: £2,795,000). The amountin 2021 has been restated es it includes annuat reoccurring
operating lease liabitity for future years incorrectly.

25 Commitments

Capital commitmenis: Conlractual commitments to purchase tangible fixed assets at 31 December 2022 were
E6,001,000 (37 December 2021: £1,436,000) The Company had no capital commitments at the ycar end (37
December 2021 £Nif).

Guarantees: At 31 December 2022 National Westminster Bank had issued customs comprehensive guarantees For
£261,750 (31 December 2021: £304, 300) for various group undertakings registered in the United Kingdom.

tn order for subsidiary companies highlighted in Note § 1 10 take the audit exemption in Section 479A of the Companies
Acl 2006, the Company has guaranteed all outstanding liabilities of those subsidiary companies at 31 December 2022
unlil those fiabilities are satisficd in luli.
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26 Related parties
Group
Hdently of related parties with which the Group has transacted

‘The Company's controlling party and ultimate parent company is Ligeance Acrospace Technology Co. Lid, a
company listed on the Shenzhen Stock Exchange.

Transactions with key management personne!

Key management personnel are the directors. Total compensation of key management personne! in the year amounted
to £641,000 (31 December 2021; £590.000).

Administrative expenses incurved from

Year ended Year ended
31 December 31 December
2422 2021
£000 £000
Key management personnel of the Company and 641 590
its Group
a4l 590

At the year end there were no balances outstanding with related parties {3/ December 2021: £Nil).

27 UMimate parenit company and parent company of larger group

The Company’s controlfing party and ultimate parent company is Ligeance Aerospace Technology Co. Ltd (*LAT”),
a company registered in the Peoples’ Republic of China and listed on the Shenzhen Stock Exchange. The consolidated
accounts of LAT arc available from LAT’s registered office, No.55 Century Avenue, Fengxi New City, Xixian New

District, Xianyang City, Shaanxi Province, China.

Ligeance Investments Limited is the Compeny's immediate parent underlaking. The smallest and largest group in
which the results of the company are consolidated is that headed by LAT, the consolidated accounts for which can be

obtained at the address detailed above.

Since 2022 Sichuan Development Holdings (“SDH”), a significant sharcholder of LAT, has been working on a
trensaction o convert its debt with LAT into equity which would result in SDH taking a controlling interest in LAT.
The lransaction is subject to governmental approvals patticalarly in the UK and France, The French government
approval was given in March 2022, whilst the UK Government consent in October 2022 was subject to certain remedy
actions, in particular the reinforcement of the existing security agreement with the MoD, and certain governance
changes.

On 9 November 2023 LAT announced an application for SDH to subscribe for 200 million of shares in LAT, through
a private placement. This transaction was approved hy the Shenzhen Stock Exchange and the China Securities
Regulatory Commission (CSRC) during December 2023 and once completed will see SDH hold approximately 34%
of shares in LAT.
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28 Accounting estimates and judgements
Key sources of estimation uncertainty

The preparation of the financial statements requires the Group to make estimates and assumptions that affect the
application of policies and reported amounts. Estimates and judgements are continually evaluated and arve based on
historical experience and other factors, including expectations of fulure events that are considered (o be reasonable
under the circumstances. Actuai results may differ from these estimates. The estimates and assumptions which have
a significant risk of causing a materiat adjustment (0 the carrying amount of assels and liabilities are:

Deferred tax assef: The utilisation of 1ax losses and reversals of accelerated capital allowances are based on
management forecasts.

Development costs: Development costs on major new programmes, where the outcome of these programmes is
asscssed as being reasonably certain, where they are capable of production and where their duration is expected 1o be
substantial, are capitalised and amortised over their useful economic tife.

Stock provision: Managemenl consider the recoverability of the stock at the year end by looking at the ageing analysis
and also the forward order book and based on this, provide in line with the stock provisioning policy adopted by the
Group. This is based on a prudent approach.

Other provisions: Managemenl consider the likelihood of any potential outflows and make relevant provisions on
this basis at the year end.

Impairment review: Management perform annual impairmeni reviews of tangible and intangible assets by carrying
out an assessincnt of an assets value in use and fair value based on scenario analysis and reasonsble judgements. Any
excess in an assets carrying value is then impaired 1o its recoverable amount.

29 Post balance sheet events

On 9 Ociober 2023 the LAT sharcholder assembly confirmed an LAT board resolution to invest £80 million Into
Gerdner's equity. This is part of an Offshore Direct Investment proposat that was approved by Chinese regulators in
December 2023, These funds can be used to repay sharcholder and cxtemal loans and rebuilds a positive net asset
position for the Group. NatWest term loan has been repaid on 17 December 2023.

During 2023 the Group has negotiated pricing and other contractual amendments where financial viability has becn
significantly impaired by the impact of the Covid-19 pandemic and inflationary pregsures.

For further details on refinancing refer to the Strategic report going concern section and the Accounting policy section
1.2 going concern.
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