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AERO METALS ALLIANCE UK LIMITED

DIRECTORS' REPORT
FOR THE YEAR ENDED 31 DECEMBER 2019

The directors present their report and the financial statements for the year ended 31 December 2019.
Directors' responsibilities statement

The directors are responsible for preparing the Group strategic report, the Directors’ report and the consolidated
financial statements in accordance with applicable law and regulations.

Company law requires the directors to prepare financial statements for each financial year. Under that law the
directors have elected to prepare the financial statements in accordance with applicable law and United Kingdom
Accounting Standards (United Kingdom Generally Accepted Accounting Practice), including Financial Reporting
Standard 102 ‘The Financial Reporting Standard applicable in the UK and Republic of Ireland'. Under company
law the directors must not approve the financial statements unless they are satisfied that they give a true and fair
view of the state of affairs of the Company and the Group and of the profit or loss of the Group for that period.

In preparing these financial statements, the directors are required to:

. select suitable accounting policies for the Group's financial statements and then apply them consistently;

o make judgments and accounting estimates that are reasonable and prudent;

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

o prepare the financial statements on the going concern basis unless it is inappropriate to presume that the

Group will continue in business.

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain
the Company's transactions and disciose with reasonable accuracy at any time the financial position of the
Company and the Group and to enable them to ensure that the financial statements comply with the Companies
Act 2006. They are also responsible for safeguarding the assets of the Company and the Group and hence for
taking reasonable steps for the prevention and detection of fraud and other irregularities.

Results and dividends

The loss for the year, after taxation, amounted to £2,016,490 (20718 - loss £3,549,463).
The directors have not recommended a dividend (2018: £Nil).

Directors

The directors who served during the year were:

R W Colburn

C Norch

S Hussey
A Roberts
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AERO METALS ALLIANCE UK LIMITED

DIRECTORS' REPORT (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2019

Financial risk management objectives and policies

The Group uses a variety of financial instruments including cash, borrowings, equity investments and various
items, such as trade debtors and trade creditors, that arise directly from its operations. The main purpose of
these financial instruments is to provide working capital for the Group's operations.

The directors are of the view that the main risks arising from the Group's financial instruments are liquidity risk,
market risk and credit risk. The directors review and agree policies for managing each of these risks and they
are summarised below. These policies remain unchanged from previous years.

Liquidity risk

The Group seeks to manage financial risk by ensuring sufficient liquidity is available to meet foreseeable needs
and to invest cash assets safely and profitably. Short-term flexibility is achieved through support from the parent
company.

Market risk

The Group is exposed to transactional foreign exchange risk. Transactional exposures, including those
associated with forecast transactions, are hedged when known, principally using forward currency. contracts.
Fluctuations in metal prices are reviewed on a regular basis and taken into consideration when placing purchase
orders and setting the selling price of the Group's stock range.

Credit risk '

The Group's principal financial assets are cash and trade debtors. The credit risk associated with the cash is
limited as the counterparties have high credit ratings assigned by international credit-rating agenmes The
principal credit risk arises therefore from its trade debtors.

In order to manage credit risk the directors set a policy of monitoring exposure with customers based on a
combination of payment history and third party credit references. Exposure levels are reviewed by senior
management on a regular basis

Employee consultation and disabled employees

Recruitment policies are designed to ensure equal opportunity of employment. Appropriate consideration is given
to disabled applicants in offering employment.

Good communications and relations with employees are attempted, mainly by practices developed in each
operating unit compatible with its own particular circumstances. Senior management are kept informed of group
developments in certain financial, commercial, strategic and personnel matters as needed, and are thereby
enabled to inform and discuss with employees as appropriate at the individual operating units.

Disclosure of information to auditor

Each of the persons who are directors at the time when this Directors’ report is approved has confirmed that:

. so far as the director is aware, there is no relevant audit information of which the Compahy and the
Group's auditor is unaware, and

. the director has taken all the steps that ought to have been taken as a director in order to be aware of any
relevant audit information and to establish that the Company and the Group's auditor is aware of that
information.
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AERO METALS ALLIANCE UK LIMITED

DIRECTORS' REPORT (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2019

Post balance sheet events

As a result of the spread of COVID-19 coronavirus, economic uncertainties have arisen which may negatively
affect the consolidated financial position, results of operations, and cash flows of the Company and Group. The
duration of these uncertainties and the ultimate financial effects cannot be reasonably estimated at this time.

Auditor

The auditor, Crowe U.K. LLP, will‘be proposed for reappointment in accordance with section 485 of the
Companies Act 2006.

This report was approved by the board and signed on its behalf.

M.

A Roberts
Director

Date: \Cd% A'Uo\\&, 2020 N
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AERO METALS ALLIANCE UK LIMITED

GROUP STRATEGIC REPORT
FOR THE YEAR ENDED 31 DECEMBER 2019

Introduction
The directors present their strategic report for the year ended 31 December 2019.
Business review and future developments

The loss for the year, after taxation, amounted to £2,016,490 (2018: £3,549,463). The directors have not
recommended a dividend (2018: £Nil).

Various key performance indicators are used by the directors to monitor and compare the performance of the
Group. They regard the following as the key financial and non-financial indicators of performance, all of which
can be observed in the attached financial statements. The Group uses other performance indicators in the day to
day operations but the directors consider these commercially sensitive and have therefore not disclosed these
indicators.

Tumover £48.4 million (2018: £43.3 million)

Loss before tax £2.2 million (2018: £3.8 million)

Net assets (£0.9) million (2018: £1.1 million)

Average number-of employees have decreased from 168 to 160

The directors of the Group are not satisfied with the results for. the year. Turnover and gross profit have
increased compared to 2018, in a broadly flat market, whilst operating expenses have been subject to
inflationary pressures, with some investment for future growth. To provide a platform for sustainable growth and
to negate the impact of the specific risks and uncertainties identified on page 5, the Group will continue to
implement operational efficiency improvements, thereby enhancing productivity and reducing operating
expenses. T - , T

After the year end the dorrﬁant subsidiary, Amari Aerospace Limited, was liquidated.
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AERO METALS ALLIANCE UK LIMITED

GROUP STRATEGIC REPORT (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2019

Principal risks and uncertainties

The principal risks and uncertainties of the Group are fluctuations in raw material prices, movements in
exchange rates, continuing political instability including the effect of Brexit on the economy, changes in
government legislation, costs of complying with excessive and burdensome government regulation and the credit
risk arising from trade debtors.

Whilst the Group takes action to mitigate the principal risks, where possible, there are specific risks and
uncertainties outside of its control that could impact on the future financial performance of the Group. Specific
examples of such risks relate to government imposed levies, which could result in a significant increase in the
operating costs of the Group and a subsequent reduction in profitability and capital available for future
reinvestment with no net benefit to the Group or the nation.

The ultimate shareholder has requested that the directors include the foIIowing statement in the Strategic report -
the ultimate parent company is privately held, as is the Group, and they believe the requirement -to publish
private accounts is a violation of both the spirit and Law under European Union right to privacy legislation.

Going concern

As a result of the spread of COVID-19 coronavirus, economic uncertainties have arisen which may negatively
affect the consolidated financial position, results of operations, and cash flows of the Group. The duration of
these uncertainties and the ultimate financial effects cannot be reasonably . estimated at this .time.
Notwithstanding this, the directors of the parent undertaking, Aero Metals Alliance UK Limited, having carefully
considered all pertinent matters including the cash reserves of the Group are satisfied that the Company and
Group is a going concern and that sufficient funds are available for a period of at least twelve months from the
date of signing these financial statements. The Company participates in a group treasury function available to
the parent and all companies in the Group; the directors of this Company accordingly continue to prepare the
financial statements on the going concern basis.

Section 172(1) statement

The directors act in good faith in making decisions from which the expected outcomes are considered to be most
likely to promote the success of the Group for the benefit of its members in the long term. In performing their
duties, the directors make a good faith assessment of the potential consequence on various stakeholders.
Employees and the environment

The directors are committed to promoting a safe working environment for its staff, protecting the wellbeing of all
employees. The directors keep staff informed of key commercial, operational and personnel matters through

structured internal communication channels. Training and development opportunities are provided where they
are considered of benefit to the Group and its employees. :

The Group has measures in place to monitor its impact on the local community and the environment and the
directors maintain a policy of compliance towards all relevant regulatory environmental standards.

Customers

The directors commit considerable resources to servicing the needs of our customers to the highest possible
standard with a view to building long term relationships.
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AERO METALS ALLIANCE UK LIMITED

GROUP STRATEGIC REPORT (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2019

Suppliers

A core value of the Group is a strict adherence to paying all suppliers within agreed terms.

This report was approved by the board and signed on its behalf.

I

A Roberts
Director

Date: [01“'\ A\T)J&f 020
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AERO METALS ALLIANCE UK LIMITED

INDEPENDENT AUDITOR'S REPORT TO THE SHAREHOLDER OF AERO METALS ALLIANCE UK
LIMITED

Opinion

We have audited the financial statements of Aero Metals Alliance UK Limited (the 'parent Company') and its
subsidiaries (the 'Group') for the year ended 31 December 2019, which comprise the Group Statement of income
and retained earnings, the Group and Company Balance sheets, the Group Statement of cash flows and the
related notes, including a summary of significant accounting policies. The financial reporting framework that has
been applied in their preparation is applicable law and United Kingdom Accounting Standards, including
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 true and fair view of the state of the Group's and of the parent Company's affairs as at 31
December 2019 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 International Standards on Auditing (UK) (ISAs (UK)) and applicable
law. Our responsibilities under those standards are further described in the Auditor's responsibilities for the audit
of the financial statements section of our report. We are independent of the Group in accordance with the ethical
requirements that are relevant to our audit of the financial statements in the United Kingdom, including the
Financial Reporting Council's Ethical Standard, and we have fulfilled our other ethical responsibilities in
accordance with these requirements. We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our opinion.

Conclusions relating to going concern

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

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

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

Other information

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

In connection with our audit of the financial statements, our responsibility is to read the other information and, in
doing so, consider whether the other information is materially inconsistent with the financial statements or our
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AERO METALS ALLIANCE UK LIMITED

INDEPENDENT AUDITOR'S REPORT TO THE SHAREHOLDER OF AERO METALS ALLIANCE UK
LIMITED (CONTINUED)

knowledge obtained in the audit or otherwise appears to be materially misstated. If we identify such material
inconsistencies or apparent material misstatements, we are required to determine whether there is a material
misstatement in the financial statements or a material misstatement of the other information. iIf, based on the
work we have performed, we conclude that there is a material misstatement of this other information, we are
required to report that fact.

We have nothing to report in this regard.
Opinion on other matters prescribed by the Companies Act 2006
in our opinion, based on the work undertaken in the course of the audit:

. the information given in the Group strategic report and the Directors' report for the financial year for which
the financial statements are prepared is consistent with the financial statements; and

. the Group strategic report and the Directors' report have been prepared in accordance with appllcable
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 Company and its environment
obtained in the course of the audit, we have not identified material misstatements in the Group strategic report or

the Directors' report.

We have nothing to report in respect of the following matters in relatlon to which the Companles Act 2006
requires us to report to you if, in.our opinion:

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

. the parent Company financial statements are not in agreement with the accounting records and returns; or
. certain disclosures of directors' remuneration specified by law are not made; or
° we have not received all the information and explanations we require for our audit.

Responsibilities of directors

As explained more fully in the Directors' responsibilities statement on page 1, the directors are responsible for
the preparation of the financial statements and for being satisfied that they give a true and fair view, and for such
intemnal control as the directors determine is necessary to enable the preparation of financial statements that are
free from material misstatement, whether due to fraud or error.

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

INDEPENDENT AUDITOR'S REPORT TO THE SHAREHOLDER OF AERO METALS ALLIANCE UK
LIMITED (CONTINUED)

Auditor's responsibilities for the audit of the financial statements

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

A further description of our responsibilities for the audit of the financial statements is located on the Financial
Reporting Council's website at: www.frc.org.uk/auditorsresponsibilities. This description forms part of our
Auditor’s report. '

Use of our report

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

D=

Dave Darlaston (Senior statutory auditor)

for and on behalf of
Crowe U.K. LLP

Statutory Auditor

Black Country House
Rounds Green Road
Oldbury

West Midlands

B69 2DG

Date: 12 % | 2072
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AERO METALS ALLIANCE UK LIMITED

CONSOLIDATED STATEMENT OF INCOME AND RETAINED EARNINGS
FOR THE YEAR ENDED 31 DECEMBER 2019

2019 2018

Note £ £

Turnover 4 48,442,149 43,311,731
Change in stocks of finished goods and work in progress 4,232,531 (1,802,275)
Raw materials and consumables : (41,944,361) (33,465,254)
Other external charges (6,020,773) (5,239,830)
Staff costs ' 7 (5393,551) (5,307,338)
Depreciation and amortisation (784,610) {780,497)
Operating loss 5 (1,468,615) (3,283,463)
interest expense and similar charges 9 (684,889) (525,521)
Loss before tax (2,153,504) (3,808,984)
Tax on loss 10 137,014 259,521
Loss after tax : (2,016,490) (3,549,463)
Retained earnings at the beginning of the year (23,890,155) (20,340,692)
Loss for the year attributable to the owners of the parent (2,016,490) (3,549,463)
Retained earnings at the end of the year (25,906,645) (23,890,155)

The notes on pages 16 to 32 form part of these financial statements.
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AERO METALS ALLIANCE UK LIMITED
REGISTERED NUMBER: 09306909

CONSOLIDATED BALANCE SHEET
AS AT 31 DECEMBER 2019

Fixed assets

Intangible assets
Tangible assets

Current assets

Stocks
Debtors: amounts falling due within one year
Cash at bank and in hand

Creditors: amounts falling due within one
year

Net current (liabilities)/assets

Total assets less current liabilities
Provisions for liabilities

Other provisions
Net (liabilities)/assets

Capital and reserves

Called up share capital
Profit and loss account

Equity attributable to owners of the
parent Company

Note

12

14

16

19

20
21

2019

£

855,790

855,790
18,583,227
14,039,705
452,993
33,075,925

(34,676,128)
(1,600,203)

(744,413)

(162,232)

(906,645)

25,000,000
(25,906,645)

(906,645)

2018
£
443,320
772,889
1,216,209
14,392,113
11,740,869
3,517,702
29,650,684
(29,624,181)
26,503
1,242,712
(132,867)
1,109,845
25,000,000

(23,890,155)

1,109,845

The financial statements were approved and authorised for issue by the board and were signed on its behalf on

A

A Robert:
Direcétoer * M\’“’ 2020

The notes on pages 16 to 32 form part of these financial statements.
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AERO METALS ALLIANCE UK LIMITED
REGISTERED NUMBER: 09306909

COMPANY BALANCE SHEET
AS AT 31 DECEMBER 2019

2019 2018
Note £ £
Fixed assets
Tangible assets 12 7,670 11,529
Investments 13 2,391,755 3,442,152
2,399,425 3,453,681
Current assets
Debtors: amounts falling due within one year 15 18,404,766 9,408,465
Cash at bank and in hand 19,791 2,298,190
18,424,557 11,706,655
Creditors: amounts falling due within one
year 16 (21,704,057) (14,398,777)
Net current liabilities (3,279,500) (2,692,122)
Total assets less current liabilities (880,075) 761,559
Net (liabilities)/assets (880,075) 761,559
Capital and reserves
Called up share capital 20 25,000,000 25,000,000
Profit and loss account brought forward (24,238,441) (20,864,367)
Loss for the year (1,641,634) (3,374,074)
Profit and loss account carried forward (25,880,075) (24,238,441)
(880,075) 761,559

The financial statements were approved and authorised for issue by the board and were signed on its behalf on

I

A Roberts MW A’U:)d&\" 0620

Director

The notes on pages 16 to 32 form part of these financial statements.
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AERO METALS ALLIANCE UK LIMITED

CONSOLIDATED STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 31 DECEMBER 2019

Cash flows from operating activities

Loss for the financial year
Adjustments for:

Amortisation of intangible assets
Depreciation of tangible assets
Loss on disposal of tangible assets
Interest paid

Taxation charge
(Increase)/decrease in stocks
(Increase) in debtors
(Decrease)/increase in creditors
Increase/(decrease) in provisions

Net cash generated from operating activities

Cash flows from investing activities

Purchase of tangible fixed assets
Sale of tangible fixed assets

Net cash from investing activities

Cash flows from financing activities

(Decrease)/increase in invoice discounting facilities
Increase/(decrease) in loans from group companies
Interest paid

Net cash used in financing activities

Net (decrease) in cash and cash equivalents

Cash and cash equivalents at beginning of year

Cash and cash equivalents at the end of year

2019 2018

£ £
(2,016,490)  (3,549,463)
443320 443,320
341,290 337,175
(1,982) (30,090)
684,889 525,521
(137,014)  (259,521)
(4,191,114) 1,802,275
(2,161,822)  (287,723)
(26,456) 1,878,117
29,365  (212,791)
(7.036,014) 646,820
(424,709)  (191,220)
2,500 30,090
(422,209)  (161,130)
(1,748,777) 1,071,414
6,500,000  (5,000,000)
(357,709)  (662,697)
4,393,514  (4,591,283)
(3,064,709)  (4,105,593)
3,517,702 7,623,295
452,993 3,517,702
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AERO METALS ALLIANCE UK LIMITED

CONSOLIDATED STATEMENT OF CASH FLOWS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2019

2019 2018
£ £

Cash and cash equivalents at the end of year comprise: i
Cash at bank and in hand 452,993 3,517,702
452,993 3,517,702

The notes on pages 16 to 32 form part of these financial statements.
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AERO METALS ALLIANCE UK LIMITED

CONSOLIDATED ANALYSIS OF NET DEBT
FOR THE YEAR ENDED 31 DECEMBER 2019

Cash at bank and in hand
Debt due within 1 year

The notes on pages 16 to 32 form part of these financial statements.

At1 At 31

January December
2019 Cash flows 2019

£ £ £
3,517,702  (3,064,709) 452,993

(6,460,994) 1,748,777  (4,712,217)
(2,943,292) (1,315,932) (4,259,224)
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AERO METALS ALLIANCE UK LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2019

1.

General information

The company is a private company limited by shares and is incorporated and registered in England and
Wales, registration number 09306909.

The registered office is Parkway House Unit 6, Parkway Industnal Estate, Pacific Avenue, Wednesbury,
West Midlands, England, WS10 7WP.

The principal activity of the Group during the year was that of stockholders and distributors of aerospace
metal and the principal activity of this company was to act as a holding company.

Accounting policies

21

Basis of preparation of financial statements

The financial statements have been prepared under the historical cost convention unless otherwise
specified within these accounting policies and in accordance with Financial Reporting Standard 102,
the Financial Reporting Standard applicable in the UK and the Republic of Ireland and the
Companies Act 2006.

. The breparation of ﬁhancial statements in compliance with FRS 102 requires the use of certain

2.2

23

critical accounting estimates. It also requires Group management to exercise judgment in applying
the Group's accounting policies (see note 3).

The Company has taken advantage of the exemption allowed under section 408 of the Companies

~ Act 2006 and has not presented its own Statement of income and retained earnings in these financial

statements.
The following principal accounting policies have been applied:
Basis of consolidation

The consolidated financial statements present the results of the Company and its own subsidiaries
("the Group") as if they form a single entity. Intercompany transactrons and balances between group
companies are therefore eliminated in fulI : .

Going concern

As a result of the spread of COVID-19 coronavirus, economic uncertainties have arisen which may
negatively affect the consolidated financial position, results of operations, and cash flows of the
Group. The duration of these uncertainties and the ultimate financial effects cannot be reasonably
estimated at this time. Notwithstanding this, the directors of the parent undertaking, Aero Metals
Alliance UK Limited, having carefully considered all pertinent matters including the cash reserves of
the Group are satisfied that the Company and Group is a going concern and that sufficient funds are
available for a period of at least twelve months from the date of signing these financial statements.
The Company participates in a group treasury function available to the parent and all companies in
the Group; the directors of this Company accordlngly contlnue to prepare the financial statements on
the going concern basis.. .
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AERO METALS ALLIANCE UK LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2019

2. Accounting policies {(continued)

24

25

2.6

2.7

Foreign currency translation

Functional and presentation currency

The Company's functional and presentational currency is GBP.
Transactions and balances

Foreign currency transactions are translated into the functional currency using the spot exchange
rates at the dates of the transactions.

At each period end foreign currency monetary items are translated using the closing rate. Non-
monetary items measured at historical cost are translated using the exchange rate at the date of the
transaction and non-monetary items measured at fair value are measured using the exchange rate
when fair value was determined.

Turnover

Turnover shown in the income statement represents the total invoice value of goods and services
supplied during the year, exclusive of Value Added Tax.

Turnover is recognised when the risks and rewards of ownership have been transferred after all of
the following criteria are met:

persuasive evidence of an arrangement exists;

delivery had occurred or services have been rendered;

the seller's price to the buyer is fixed and determinable; and
collectability is reasonable assured.

Operating leases

Rentals paid under operating leases are charged to the Consolidated statement of income and
retained earnings on a straight line basis over the lease term.

Pensions

The Group operates a defined contribution plan for its employees.

The contributions are recognised as an expense in the Consolidated statement of income and
retained earnings when they fall due. Once the contributions have been paid the Group has no further

payment obligations. The assets of the plan are held separately from the Group in independently
administered funds.
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AERO METALS ALLIANCE UK LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2019

2,

Accounting policies (continued)

2.8

29

Taxation

The tax expense for the year comprises current and deferred tax. Tax is recognised in the
Consolidated statement of income and retained earnings, except that a charge attributable to an item
of income and expense recognised as other comprehensive income or to an item recognised directly
in equity is also recognised in other comprehensive income or directly in equity respectively.

The current income tax charge is calculated on the basis of tax rates and laws that have been
enacted or substantively enacted by the balance sheet date in the countries where the Company and
the Group operate and generate income.

Intangible assets

Intangible assets are initially recognised at cost. After recognition, under the cost model, intangible
assets are measured at cost less any accumulated amortisation and any accumulated impairment
losses.

All intangible assets are considered to have a finite useful life. If a reliable estimate of the useful life
cannot be made, the useful life shall not exceed ten years.

The estimated useful lives range as follows:

Goodwill : - 5 years

2.10 Tangible fixed assets

Tangible fixed assets under the cost model are stated at historical cost less accumulated
depreciation and any accumulated impairment losses. Historical cost includes expenditure that is
directly attributable to bringing the asset to the location and condition necessary for it to be capable of
operating in the manner intended by management.

Depreciation is charged so as to allocate the cost of assets less their residual value over their
estimated useful lives, using the straight-line method.

Depreciation is provided on the following basis:

Long-term leasehold property - 7% to 20%

Plant, equipment and motor - 9% to 50%
vehicles
Assets under construction __ - Not depreciated

The assets' residual values, useful lives and depreciation methods are reviewed, and adjusted
prospectively if appropriate, or if there is an indication of a significant change since the last reporting
date. )

Gains and losses on disposals are determined by comparing the proceeds with the carrying amount
and are recognised in the Consolidated statement of income and retained earnings.

2.11 Valuation of investments

Investments in subsidiaries are measured at cost less accumulated impairment.
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AERO METALS ALLIANCE UK LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2019

2.

Accounting policies (continued)

2.12 Stocks

Stocks are stated at either the lower of cost or net realisable value, being the estimated selling price
less costs to complete and sell. Cost is based on the cost of purchase on an average cost basis.

2.13 Financial instruments

Debtors
Short term debtors are measured at transaction price, less any impairment.

Creditors
Short term creditors are measured at transaction price.

Cash
Cash is represented by cash in hand and deposits with financial institutions repayable without penalty

on the notice of not more than 24 hours.

The Group.only enters into basic financial instruments transactions that resuit in the recognition of
financial assets and liabilities like trade and other debtors and creditors, loans from banks and other
third parties, loans to related parties and investments in non-puttable ordinary shares.

Financial assets and liabilities are offset and the net amount reported in the Balance sheet when
there is an enforceable right to set off the recognised amounts and there is an intention to settle on a
net basis or to realise the asset and settle the liability simultaneously.

2.14 Property Dilapidations

Under certain operating leases for land and buildings, the Group is obligated to make repairs of
dilapidations to the leased property upon the expiry of the lease. The Group charges amounts to the
Statement of income and retained earnings so that, by the end of the lease, a total provision is
accrued that is estimated to be equal to the future costs of those dilapidation obligations. Where
repairs are made part way through the lease that will reduce the estimated costs of the dilapidation
obligations at the expiry of the lease, the costs of those repairs are charged against the dilapidation
provision.

2.15 Invoice Discounting

The Group uses an invoice discount facility and retains all significant benefits and risks -relating to
debts. The gross amount of the debts are included within assets and a corresponding liability in
respect of proceeds received from the facility are shown within liabilities. The interest and charges
are recognised as they accrue and are included in the profit and loss account with other interest
charges.
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AERO METALS ALLIANCE UK LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2019

Judgements in applying accounting policies and key sources of estimation uncertainty

The preparation of the financial statements requires management to make significant judgements and
estimates. The items in the financial statements where these judgements and estimates have been made
include: '

3.1 Critical judgements in applying the group’s accounting policies

Stock

Management applies judgement in evaluation stock for obsolescence. This judgement is -based on
management knowledge of the stock over the long term and customer demand, as well as stock age. At

each statement of financial position date, stocks are assessed for impairment and written down where
appropriate.

3.2 Key accounting estimates and assumptions

Dilapidation provisions

Provisions are made for dilapidations and contingencies. These provisions require management's best
estimate of the costs that will be incurred based on legislative and contractual requirements. Dilapidation
provisions have been estimated using historical costs and lease exit rates.

Valuation of fixed asset investments

The Company considers whether investments held in subsidiaries are impaired. Where indicators of
impairment are identified the carrying value of the investment the underlying net assets of the subsidiary
and provisions reflected where required.

Turnover

The whole of the turnover is attributable to the principal activity of the Group. A geographical analysis of
turnover is as follows:

Analysis of turnover by country of destination:

2019 2018

£ £
United Kingdom 35,168,284 33,405,876
Rest of Europe 5,519,017 4,861,659
Rest of the world ' ) 7,754,848 5,044,196

48,442,149 43,311,731
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AERO METALS ALLIANCE UK LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2019

Operating loss

The operating loss is stated after charging:

Operating lease rentals - plant and machinery
Operating lease rentals - land and buildings
Depreciation of tangible fixed assets
Amortisation of intangible assets

(Profit)/loss on foreign exchange transactons
(Profit)/loss on disposal of tangile assets

Auditor's remuneration

Fees payable to the Group's auditor and its associates for the audit of the
Group's annual financial statements

Fees payable to the Group's auditor and its associates in respect of:

Taxation compliance services
All other services

2019 2018

£ £
714,443 761,133
1,046,664 850,383
341,290 337,175
443,320 443,320
23,167 (56,227)
(1,982)  (30,090)
2019 2018

£ £
42,250 59,900
6,000 8,350
5,500 9,500
11,500 17,850
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AERO METALS ALLIANCE UK LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2019

-

Employees

Staff costs, including directors' remuneration, were as follows:

Grodp Group

2019 2018

£ £

Wages and salaries , , 3 4,724,186 4,631,813
Social security costs 440,407 446,807
Cost of defined contribution-scheme ' ' 228,958 228,718
5,393,551 5,307,338

The average monthly number of employees, excluding the directors, during the year was as follows:

Group Group

2019 2018

No. No.

Average staff 160 168
Directors' remuneration

2019 2018

£ ‘ £

Directors' emoluments ~ = o " 138,750 81,999

Company contributions to defined contribution pension schemes 1,766 1,633

During the year retirement benefits were accruing to 1 director (2018 - 1) in respect of defined

contribution pension schemes.

Interest expense and similar charges

2019 2018

£ £

Bank interest payable . 96,884 96,653
Interest on loans from parent undertakings 588,005 - 428,868
684,889 525,521
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AERO METALS ALLIANCE UK LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2019

10.

Taxation
2019 2018
£ £
Deferred tax
Origination and reversal of timing differences (137,014) (259,521)
Taxation on loss on ordinary activities _ (137,014) (259,521)

Factors affecting tax charge for the year

The tax credit assessed for the year is lower than (20718 - lower than) the standard rate of corporation tax
in the UK of 19% (2018 - 19%). The differences are explained below:

2019 2018
£ £
Loss on ordinary activities before tax (2,153,504) (3,808,984)
Loss on ordinary activities multiplied by standard rate of corporation tax in
the UK of 19% (2018 - 19%) (409,166)  (723,707)
Effects of:
Non-tax deductible amortisation of goodwill and impairment 121,746 (194,939)
Unrelieved tax losses carried forward : - 213,147
Difference in opening and closing deferred tax rates 21,400 24,673
Deferred tax not recognised 129,006 421,305
Total tax charge for the year : (137,014) (259,521)

Factors that may affect future tax charges

In March 2020 the UK Government set future corporation tax rates at 19%. This does not have a material
effect on the Group.
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2019

1.

Intangible assets

Group

Cost
At 1 January 2019
Disposals

At 31 December 2019
Amortisation

At 1 January 2019
Charge for the year

At 31 December 2019

Net book value

At 31 December 2019

At 31 December 2018

Customer
Relationships
£

2,318,000

2,318,000

1,874,680
443,320

2,318,000

443,320
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AERO METALS ALLIANCE UK LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2019

12.

Tangible fixed assets

Group

- Cost or valuation

At 1 January 2019
Additions

Disposals

Transfers between classes

At 31 December 2019

Depreciation

At 1 January 2019

Charge for the year on owned assets
Disposals

Transfers between classes

At 31 December 2019

Net book value

At 31 December 2019

At 31 December 2018

Plant,
Long-term equipment Assets
leasehold and motor under
property vehicles construction Total
£ £ £ £
709,912 3,252,648 - 3,962,560
- 372,970 51,739 424,709
- (23,000) - (23,000)
11,332 (11,332) . -
721,244 3,591,286 51,739 4,364,269
331,914 2,857,757 - 3,189,671
101,129 240,161 - 341,290
- (22,482) . (22,482)
3,399 (3,399) - -
436,442 3,072,037 - 3,508,479
284,802 519,249 51,739 855,790
377,998 394,891 - 772,889
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2019

12.

Tangible fixed assets (continued)

Company

Cost or valuation
At 1 January 2019
Transfers between classes

At 31 December 2019
Depreciation
At 1 January 2019

Charge for the year on owned assets
Transfers between classes

At 31 December 2019

Net book value

At 31 December 2019

At 31 December 2018

Long-term
leasehold Plant and Fixtures and
property  machinery fittings Total

£ £ £ £
- 4,409 15,625 20,034

11,332 - (11,332) -
11,332 4,409 4,293 20,034
- 3,674 4,831 8,505
2,266 735 858 3,859

3,399 - (3,399) -
5,665 4,409 2,290 12,364
5,667 - 2,003 7,670
- 735 10,794 11,629
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13.

Fixed asset investments

Company

Cost or valuation
At 1 January 2019

At 31 December 2019
Impairment

At 1 January 2019
Charge for the period

At 31 December 2019

Net book value

At 31 December 2019

At 31 December 2018

Investments
in
subsidiary
companies
£

24,500,000

24,500,000

21,057,848
1,050,397

22,108,245

2,391,755

3,442,152

An impairment charge of £1,050,397 (2018: £3,150,512) has been recognised in the parent'company
profit and loss account against the investments in subsidairy companies due to the deficiency in the net

assets.
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FOR THE YEAR ENDED 31 DECEMBER 2019

13.

14.

Fixed asset investments (continued)
Subsidiary undertakings

The following were subsidiary undertakings of the Company:

Class of
Name . o _ shares Holding
Wilsons Limited : Ordinary _ 100%
Gould Alloys Limited C Ordinary 100%

The registered office of the above entities is Parkway House Unit 6, Parkway Industrial Estate, Pacific
Avenue, Wednesbury, West Midlands, WS10 7WP,

Stocks
Group Group
2019 2018
£ £
Finished goods and goods for resale 18,583,227 14,392,113

A provision of £3,407,665 (2018: £3,598,074) has been recognised against the stock balance due to slow
moving and obsolete stock. The net decrease of the provision of £190,409 (2018: decrease of £691,395)

has been recognised in the profit and loss account.
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15.

16.

Debtors
Group Group Company Company
2019 2018 2019 2018
£ £ £ £
Trade debtors 12,488,665 10,735,960 206,164 59,321
Amounts owed by group undertakings - - 18,070,589 9,174,929
Other debtors 682,122 315,330 - -
Prepayments and accrued income 601,696 559,371 128,013 174,215
Deferred taxation 267,222 - 130,208 - -
14,039,705 11,740,869 18,404,766 9,408,465
Creditors: Amounts falling due within one year
Group Group Company Company
2019 2018 2019 2018
£ £ £ £
Other loans 4,712,217 6,460,994 - -
Trade creditors 7,835,807 8,356,561 34,357 52,019
Amounts owed to group undertakings 20,200,000 73,700,000 20,200,000 173,700,000
Other taxation and social security 116,208 260,524 40,297 145,955
Other creditors 290,508 72,068 143,894 -
Accruals and deferred income 1,521,388 774,034 1,285,509 500,803
34,676,128 29,624,181 21 ,704;057 14,398,777

The amounts owed to group undertakings are unsecured and incur interest at the rate of 2.5% above the
Bank of England base rate. The balance is repayable on demand.

The bank borrowings under creditors falling due within one year relate to-the invoice discounting facility
provided by Lloyds Bank Commercial Finance Limited and are secured against the associated trade
debtors balance and by fixed and floating charges against the assets of the Group.
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17.

18.

Financial instruments

Group Group Company Company
2019 2018 2019 2018
' £ £ £ £
Financial assets
Financial assets that are debt instruments
measured at amortised cost 13,170,787 11,051,290 18,276,753 9,234,250
Financial liabilities
Financial liabilities measured at amortised
cost (34,559,920) (29,363,657) (21,663,760) (14,252,822)

Financial assets measured at fair value through profit or loss comprise trade debtors, other debtors and

amounts owed from group undertakings.

Financial liabilities measured at amortised cost comprise trade creditors, other creditors, accruals,
amounts owed to parent undertakings, overdrafts, bank borrowings and amounts owed to group

undertakings.

Deferred taxation

Group
2019
£
At beginning of year 130,208
Credited in year 137,014
At end of year 267,222
Group Group
2019 2018
- Co ’ : £ ‘ £
Accelerated capital allowances 267,222 130,208
267,222 130,208
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19.

20.

21.

22.

Provisions
Group

Dilapidation
provision
£
At 1 January 2019 ' 132,867
Charged to profit or loss 29,365
At 31 December 2019 ’ -162,232

The dilapidation provision represents obligations under tenancy leases and is expected to be utilised over
the remaining lease term.

Share capital

2019 2018’
£ £
Allotted, called up and fully paid
25,000,000 (2018 - 25,000,000) Ordinary shares shares of £1.00 each 25,000,000 25,000,000

Ordinary shares have full rights with regards to voting, participation and dividends.

Reserves
Profit and loss account

includes all current and prior period retained profits and losses.

Pension commitments

The Group participates in a defined contribution pension scheme for the benefit of enroling UK
employees. Amounts outstanding at the year end were £Nil (2018: £Nil).
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23.

24,

25.

Commitments under operating leases

At 31 December 2019 the Group and the Company had future minimum lease payments under non-

cancellable operating leases as follows:

Group Group Company Company
2019 2018 2019 2018
£ £ £ £
Land and buildings .
Not later than 1 year 847,960 847,960 22,960 22,960
Later than 1 year and not later than 5 years 3,326,231 3,349,747 26,231 49,191
Later than 5 years 5,351,500 6,162,500 - -
9,525,691 10,360,207 49,191 72,151
Group Group Company Company
2019 2018 2019 2018
£ £ £ £
Other commitments
Not later than 1 year 351,722 98,082 - 4,578
Later than 1 year and not later than 5§ years 164,379 94,794 - -
516,101 192,876 - 4,578

Related party transactions

During the year the Group made sales to metal distribution companies that are connected by virtue of
common control of £283,903 (2018: £668,821). The directors consider that no material balances remain
outstanding at the year end (2018: no material balances outstanding).

During the year the Group made purchases from metal distribution companies that are connected by
virtue of common control of £173,332 (2018: £333,453). The directors consider that no material balances
remain outstanding at the year end (2018: no material balances outstanding).

During the year the Group incurred fees from companies that are connected by virtue of common control
of £1,363,243 (2018: £1,463,601). At the year end £327,000 (2018: £482,967) was outstanding. -

Compensation paid to key management personnel who are aiso directors is considered to relate to the
directors remuneration as disclosed within the notes to the financial statements.

Controlling party

The immediate and uitimate parent company and controlling party is Aero Metals Alliance, Inc. a company
registered in the USA.
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