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ELEMENT MATERIALS TECHNOLOGY AEROSPACE UK LIMITED
STRATEGIC REPORT
FOR THE YEAR ENDED 31 DECEMBER 2021

The Directors in preparing this strategic report, have complied with s414c of the Companies Act 2006.

Review of the business

Element Materials Technology Aerospace UK Limited (the “Company”) is part of a global network of laboratories with
experts specialising in materials testing, product qualification testing and failure analysis. The Company is a wholly
owned subsidiary of Exova Group (UK) Limited.

2021 trading performance was still heavily impacted by Covid-19 with restrictions on travel resulting in the Aerospace
industry taking longer to recover. 2021 trading results benefit from the incremental increase in activity following the
hive up of Aerotech inspection & NDT Ltd in 2020. Operating profit further improved as result of restructuring costs
incurred in 2020 not recurring in 2021 An uplift in trading revenue levels is forecasted in subsequent financial years
as the market recovers.

The principal activity of the Company throughout this financial year and the prior year was to specialist testing covering
the areas of metallurgy and analysis of materials and the associated manufacturing of test specimens for the
aerospace industry.

Key performance indicators
The Directors manitor the Company'’s performance in a number of ways including key performance indicators. The
current year and prior period key financial performance indicators were as follows:

2021 2020

£ £

Revenue 14,262,943 13,537,106
Operating profit / (loss) 2,131,087 (419,552)
Total Shareholder’s equity 14,738,351 12,485,304

Principal risks and uncertainties

While risk cannot be eliminated altogether, actions are taken to mitigate risk wherever possible. As a matter of policy,
the Company does not enter into speculative activities. The material business and operational risks that the Directors
consider the Company to be exposed to are:

Risk [Mitigating factor

Workplace health and safety: The Company’s Safety is one of the core values of the Company. The
perations involve working with materials and Company puts continued emphasis on the promotion of a

chemicals that by their nature have inherent safety culture which puts safety first and encourages employees

o employees, the temporary shutdown of facilities or safety guidelines are issued to all employees Company
other disruption to processes. The Company may be |wide.

exposed to financial loss, regulatory action and
potential liabilities for workplace injuries and fatalities.

risks. Incidents may occur which could result in harm Etake personal responsibility for their actions. Health and
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ELEMENT MATERIALS TECHNOLOGY AEROSPACE UK LIMITED

STRATEGIC REPORT (CONTINUED)

FOR THE YEAR ENDED 31 DECEMBER 2021

[Risk

IMitigating factor

Business continuity: Major incident or site closure
resulting from factors including pandemics, natural
disasters, or flood risks could cause a temporary
closure of the Company’s facilities and result in a
reduction in revenue.

Intemal monitoring for all health and safety policies is in
place at all sites as well as business continuity plans.

Global economic recovery and market conditions:
Unmitigated delays in the receipt of orders or
cancellation of existing contracts could affect the
Company’s financial performance. If the Company is
unable to continue trading profitably during periods of
lower order intake, financial performance will
deteriorate, and assets may be impaired

[The strength of our end market is an important driver for our
growth. We actively monitor lead economic indicators in the
market. Given the nature of the business and its high
variable cost base, this allows management to control costs
land limit the impact of any global downtum on our
profitability

In
l:)r new ways of working could seriously disrupt the
esting and certification sector.

novation and digitisation: The risk that new entrants

Digitisation and novel ways of delivery to customers could in
the longer term provide growth and position the Company
well against its competitors. The Group (the “Group” being
the whole group of companies, headed by EM Topco
Limited) has established new ways of working, to develop
digital transformation strategies both externally and
internally.

Loss of reputation due to quality issues: The
Company is exposed to potentiat liabilities arising from
quality issues in the provision of services.

The Company has quality control procedures and
operational KPIs in place to mitigate this risk which are
under constant review and subject to regular external audit
by accreditation bodies and customers. Strict quality controt
measures as well as deployment of experienced quality
control expertise enable the Company to maintain standard
operating procedures.

Consolidation of customer base, competition and
pricing pressure: Market consolidations and reduced
customer base could lead to pressure in pricing.

The Company is improving its customer service, creating
and expanding focused Key Accounts Management
programmes and improving operational delivery and
regularly monitoring performance against expectations
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ELEMENT MATERIALS TECHNOLOGY AEROSPACE UK LIMITED

STRATEGIC REPORT (CONTINUED)

FOR THE YEAR ENDED 31 DECEMBER 2021

Risk

[Mitigating Factor

Liquidity and cashflow: The Company is exposed to a
range of financial risks, both intemally and externally
driven, such as trade and intercompany non repayment
of debt or fluctuation in foreign exchange rates.

In order to ensure that sufficient funds are available to fund
ongoing operations and future developments, Management
regularly reviews the cash flow forecasts and financing

rrangements of the business to ensure that there is

ufficient funding in place. This includes reviews of the cash
flow forecasts and operational performance of the entities
from which the intercompany debt is due to monitor
recoverability issues or the presence of indicators of
impairment.

Recruitment and retention of key personnel: Failure
recruit or retain qualified personnel in key areas of th

ts future growth aspirations

(o}
gzusiness may result in the Company failing to achieve jmanagement team and other highly skilled personnel are

[The Company intends to continue investing in recruiting and
retaining the best technical experts and ensuring that the

invested in the business. In addition, the Group performs
background checks of potential employees joining Element
0 ensure people with appropriate and relevant skill sets are
recruited. Retention of team members is a key deliverable
for Management. A range of programmes are being
delivered to help reduce employee tumover, including
leader development programmes; succession planning for
enjor leaders; formal employee feedback opportunities;
Fmployee assistance programs; and investments to support
improved communications and engagement.

Cyber security: Cyber-security and related risks are

ey emergent areas of critical importance for all
businesses. Cyber threats can emanate from a wide
variety of sources and could target various systems for
a wide range of purposes, making response particularly
difficult. In addition to business interruption and financial
loss, the Company may suffer reputational damage

The Group’s IT teams continually monitor cyber security
developments as a business-as-usual activity. Working with
la number of specialist and industry leading technical
partners, multiple layers of business protection have been
created through the use of advanced intrusion detection and
protection systems, web access firewalls and advanced
content filtering to combat denial of service attacks.

Exposure to liabilities: The Company is exposed to a
inumber of potential liabilities in the ordinary course of
business. These potential liabilities may or may not
result in future cash outflows.

Where a cash outflow is considered probable, based on itsi
best estimate of likely outcome for each material past event,
the Company calculates and records a provision.

In accordance with its risk management guidelines the Company raises awareness of business risks at all operational
management levels and encourages all management teams to assess and minimise risk. The Company's intermediate
holding company, Element Materials Technology Group Limited, ensures that appropriate insurance cover is in place
for the Company and its subsidiaries in respect of customarily insured liabilities and claims. The risks are monitored by
the Directors on a continual basis.

Corporate Responsibility: Section 172(1) Statement

The Companies (Miscellaneous Reporting) Regulations 2018 ‘2018 MRR') require Directors to explain how they
considered the interests of key stakeholders and the broader matters set out in section 172(1) (A) to (F) of the
Companies Act 2006 (‘S172’) when performing their duty to promote the success of the Company under S172. This
includes considering the interest of other stakeholders which will have an impact on the long-term success of the
Company.

This $172 statement, explains how the Company’s Directors:

have engaged with employees, suppliers and group company affiliates

have had regard for employee interests, the need to foster the Company’s business relationships with suppliers
and group company affiliates

have taken the above into consideration when making principal decisions taken by the Company during the
financial year
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ELEMENT MATERIALS TECHNOLOGY AEROSPACE UK LIMITED
STRATEGIC REPORT (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2021

Corporate Responsibility: Section 172(1) Statement (continued)

The $172 statement focuses on matters of strategic importance to the Company, and the level of information
disclosed is consistent with the size and complexity of the business.

S$172(1) (A) — The likely consequences of any decision in the long term

The Company considers its long-term opportunities to create and preserve value on an ongoing basis. The Company’s
key objectives include driving strong organic growth across the business; attracting, retaining and developing technical
talent; and investing and growing the business through targeted capital expenditure investment. The Board promotes
these activities in line with the overall Group’s aim of making Element the best and most trusted testing partner in the
world.

S172(1) (B) — The interests of the Company’s employees

The Company is defined by its people, and we are committed to supporting all colleagues through programmes which
keep them safe, healthy, engaged, recognised and rewarded. The Company places considerable value on the
involvement of its employees and has continued to keep them informed on matters affecting them as employees and
on the various factors affecting the performance of the Group and the Company. How we listen and engage:

< Senior management location visits;
formal and informal meetings;
regular Group-wide town hall meetings;
regular informal team building events such as One Element Week;
regular Group communications and newsletters;
the Company’s intranet site;
presentations for employees of the financial and operational performance of the Group; and
employee representatives are consulted regularly on a wide range of matters affecting their current and future
interests.

e o o o s o

S172(1) (C) - The need to foster the Company’s business relationships with suppliers

We are developing long-term, collaborative supply chain partnerships and aim to work responsibly with our suppliers.
We listen and engage primarily by utilising tender processes and supplier pre-qualification questionnaires to ensure
responsible procurement, and through active supply chain review.

S172(1) (D) - The impact of the Company’s operations on the community and the environment

The Company’s approach to corporate responsibility is founded on Element’s values: Integrity, Care and Progress. In
2020 corporate responsibility played a central role in ensuring we met stakeholder expectations and our commitment
to conduct business responsibly and ethically to protect the heaith and safety of our team members, visitors and the
communities in which we operate.

$172(1) (E) — The desirability of the Company maintaining a reputation for high standards of business conduct

During 2020 the key policies, procedures and guidelines relevant for the Company were brought together in the Group’s
first Code of Conduct, which was launched in early 2021. Available in the 12 most widely used languages across the
Group, the Code of Conduct is a dear and straightforward framework for every Element colleague to follow, irrespective
of role, geography or culture. As well as outlining what every employee must do to ensure compliance with local laws
and regulations, the Code also reflects the requirements of the Compliance Code of the TIC Council, an internationally
recognized association which represents independent testing, inspection and certification companies. Element was
accepted as a global board member of the TIC Council with effect from 1 October 2020.
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ELEMENT MATERIALS TECHNOLOGY AEROSPACE UK LIMITED
STRATEGIC REPORT (CONTINUED)

FOR THE YEAR ENDED 31 DECEMBER 2021

Corporate Responsibility: Section 172(1) Statement (continued)

Element's compliance programme allows the Group and the Company to meet the obligations laid down by the TIC
Council and reflects the requirements of the TIC Council Compliance Code (First edition):
« Integrity —to act in a professional, independent and impartial manner in all activities
Conflicts of Interest — to avoid actual, potential or perceived conflicts of interest
Confidentiality and data protection ~ to respect the confidentiality and privacy of client information
Anti-bribery - a zero tolerance approach to bribery and corruption in all business dealings and relationships
Competition and Fair Business Conduct - to comply with all rules relating to fair competition, anti-trust and
tendering
« Health and Safety - to protect the health and safety of colleagues, customers and third parties
« Fair Labour - a zero tolerance approach to abuse, bullying or harassment in the workplace. Equal
opportunities in the workplace, compliance with minimum wage legislation and prohibition of forced and
compulsory labour.

8172(1) (F) — The need to act fairly as between members of the Company

As all Company shares are owned by a single shareholder the Directors have no material concerns related to the
need to act fairly between the Company’s members.

The Company also considers s172(1) matters where appropriate as part of decision making.
Principal decisions

In the table below are outlined the principal decisions made by the Directors during the year. Principal decisions are
defined as those decisions that are of a strategic nature and that are significant to any of our key stakeholder groups
which are employees, suppliers and group affiliates. The table below explains how the Directors have engaged with,
or in relation to, the different key stakeholder groups and how stakeholder interest were considered in the course of
decision making.

We describe how regard was given to likely long-term consequences of the decision, including how stakeholders were
considered during the decision-making process.

Key Principal decision | Impact on the | Stakeholder Outcomes and actions
Stakeholders business considerations
Employees, How to manage Demand Requirement to Cost reduction and cashflow
customers changes in demand | reduction, and | adapt workforce to management, and after
driven by Covid-19 changing meet changing consulting with impacted
customer customer needs employees and others,
needs redundancy programmes.
Employees, Maintaining the Interrupted Prioritising health Enhanced processes (such as
customers health and safety of | supply and and mitigating risk of | remote working), restrictions
Company employee team | the spread of Covid- | put in place in respect of
employees, and operating at 19 while continuing business travel, additional
ensuring business reduced to support safety measures put in place
continuity capacity customers to protect staff and customers.

These are examples of how the Directors have had regard to the s.172(1) Matters.

Approved by the Board and signed on its behalf by:

y DocuSigned by:

Mart: hramen

- FCSATBATAFEEAES...
Mark Heaven

Director
20 July 2023
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ELEMENT MATERIALS TECHNOLOGY AEROSPACE UK LIMITED
DIRECTORS’ REPORT
FOR THE YEAR ENDED 31 DECEMBER 2021

\
The Directors present their report and financial statements of Element Materials Technology Aerospace UK Limited
for the financial year ended 31 December 2021.

Principal activity

The principal activity of the Company throughout this financial year and the prior year was to specialist testing covering
the areas of metallurgy and analysis of materials and the associated manufacturing of test specimens for the
aerospace industry.

Directors

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

Jonathan Lessimore Resigned 13 April 2022
Mark Heaven

Matthew Hopkinson

Gavin Dashwood Appointed 13 April 2022

Dividends
The Directors do not recommend payment of a dividend (2020: £nil).

Political contributions
The Company made no political donations and incurred no political expenditure during the year (2020: £nil).

Financial risks
The Directors have chosen to include information on financial risks in the Strategic Report.

Disabled employees

Applications for employment by disabled persons are always fully considered, bearing in mind the abilities of the
applicant concemed. In the event of members of staff becoming disabled every effort is made to ensure that their
employment with the Company continues and that appropriate training is arranged. 1t is the policy of the Company
that the training, career development and promotion of disabled persons should, as far as possible, be identical to
that of other employees.

Employee consultation

The Company places considerable value on the involvement of its employees and has continued to keep them
informed on matters affecting them as employees and on the various factors affecting the performance of the
Company. This is achieved through formal and informal meetings, the Company’s newsletter, the Group’s intranet
and interet sites, and presentations for employees of the financial performance of the Group. Employee
representatives are consulted regularly on a wide range of matters affecting their current and future interests.




DocuSign Envelope ID: 5D4F0274-9F3F-4C8B-8AAB-81817C25A7C9

ELEMENT MATERIALS TECHNOLOGY AEROSPACE UK LIMITED
DIRECTORS’ REPORT (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2021

Going Concern

The Company's business activities, together with factors likely to affect its future development, performance and position
are considered by the Directors on an annual basis. )

The Directors believe that preparing the financial statements on the going concem basis is appropriate due to the
continued financial support of the intermediate parent company, EM Topco Limited (“Element”). The Directors have
received confirmation that Element will support the company as necessary, and has the ability to do so, until the end of
the period considered by the Directors in their going concern assessment, being the period from the date of approval
of the Annual Report and Financial Statements until 31 December 2024.

This financial support is required as the Company is a participant in the Element Group cash pooling arrangement and
therefore as a result, ultimately relies on the liquidity of the Group.

The Directors have, at the time of approving the financial statements, a reasonable expectation that the Group and
Company have the adequate resources for the Company to continue to adopt the going concern basis of accounting in
preparing these financial statements. Further detail is contained in the statement on going concem within note 1.2 to
the financial statements.

Events after the reporting date

On 6th July 2022, the Company’s ultimate parent undertaking, Element Materials Technology Group Limited was
acquired by EM Bidco Limited. Following the acquisition, the ultimate parent undertaking changed to Temasek Holdings
(Private) Limited, a company incorporated in Singapore. The completion of the acquisition resulted in the
extinguishment of the Group's old debt facilities and establishment of new facilities. The Company has given a
guarantee in respect of the new Senior Facilities Agreement (SFA) of EM Midco2 Limited, another group company. As
atthe signing date of the accounts, the Company along with a number of other group companies has jointly and severally
guaranteed $3,475 million which is secured by a charge on the Company’s assets. Security will only be enforceable on
the occurrence of an Event of Default as defined by the SFA.

Between the end of the financial year and the date of this report, no other item, transaction, or event of a material nature
has occurred, in the opinion of the Directors of the Company, that is likely to significantly affect the operations of the
Company, the results of those operations, or the state of affairs of the Company in future financial years.

Future developments
The Directors are not aware, at the date of this report, of any likely major changes in the Company's activities in the
next year.

Directors’ insurance and indemnities

As permitted by the Companies Act 20086, the Group purchases and maintains Directors’ and Officers’ insurance cover
against certain legal liabilities and costs incurred by the Directors and Officers of the companies within the Group, in
the performance of their duties. The Company has also granted an indemnity to each of its Directors in relation to the
Directors’ exercise of their powers, duties and responsibilities as Directors of the Company, the terms of which are in
the Companies Act 2006.

Statement of disclosure to auditor

Each of the persons who are Directors at the time when this Directors’ Report was approved has confirmed that:
. so far as that Director is aware, there is no relevant audit information of which the Company’s auditor is
unaware; and
e the Director has taken all the steps that they ought to have taken as a director in order to be aware of any
relevant audit information and to establish that the Company's auditor is aware of that information.

Auditor reappointment
The auditor, Emst & Young LLP, will be proposed for reappointment in accordance with section 487 of the Companies

Act 2006.
Approved by the Board and signed on its behalf by:
DocuSigned by:
Mart: Braven

ark Heaven
Director

Date: 20 July 2023
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ELEMENT MATERIALS TECHNOLOGY AEROSPACE UK LIMITED
DIRECTORS RESPONSIBILITIES STATEMENT
FOR THE YEAR ENDED 31 DECEMBER 2021

The Directors are responsible for preparing the annual report and the financial statements in accordance with
applicable law and regulations.

Company law requires the Directors to prepare financial statements for each financial year. Under that law the
Directors have elected to prepare the financial statements in accordance with United Kingdom Generally Accepted
Accounting Practice (United Kingdom Accounting Standards and applicable law), including FRS 101 “Reduced
Disclosure Framework”. Under company law the Directors must not approve the financial statements unless they
are satisfied that they give a true and fair view of the state of affairs of the Company and of the profit or loss of the
Company for that period.

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

select suitable accounting policies and then apply them consistently;
make 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; and

. prepare the financial statements on the going concem basis unless it is inappropriate to presume that the
Company will continue in business.

The Directors are responsible for keeping adequate accounting records that are sufficient to show and explain the
Company’s transactions and disclose with reasonable accuracy at any time the financial position of the company and
enable them to ensure that the financial statements comply with the Companies Act 2006. They are also responsible
for safeguarding the assets of the Company and hence for taking reasonable steps for the prevention and detection
of fraud and other irregularities.
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INDEPENDENT AUDITOR'S REPORT TO THE MEMBERS OF ELEMENT MATERIALS
TECHNOLOGY AEROSPACE UK LIMITED

Opinion

We have audited the financial statements of Element Materials Technology Aerospace UK Limited (the ‘Company')
for the year ended 31 December 2021 which comprise the statement of profit or loss, the statement of financial
position, the statement of changes in equity and the related notes 1 to 29, 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 101 ‘Reduced Disclosure Framework’
(United Kingdom Generally Accepted Accounting Practice).

In our opinion the financial statements:

e give a true and fair view of the state of the company's affairs as at 31 December 2021 and of its profit for the
year then ended;

¢ have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Practice; and
e 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 below. We are independent of the company in accordance with the ethical
requirements that are relevant to our audit of the financial statements in the UK, including the FRC's Ethical Standard,
and we have fulfiled our other sthical responsibilities in accordance with these requirements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

Conclusions relating to going concern

In auditing the financial statements, we have concluded that the directors’ use of the going concem basis of accounting
in the preparation of the financial statements is appropriate.

Based on the work we have performed, we have not identified any material uncertainties relating to events or
conditions that, individually or collectively, may cast significant doubt on the company’s ability to continue as a going
concern over a period to 31 December 2024.

Our responsibilities and the responsibilities of the directors with respect to going concern are described in the relevant
sections of this report. However, because not all future events or conditions can be predicted, this statement is not a
guarantee as to the company’s ability to continue as a going concem.

Other information

The other information comprises the information included in the annual report, other than the financial statements and
our auditor's report thereon. The directors are responsible for the other information contained within the annual report.

Our opinion on the financial statements does not cover the other information and, except to the extent otherwise
explicitly stated in this report, we do not express any form of assurance conclusion thereon.

Our responsibility is to read the other information and, in doing so, consider whether the other information is materially
inconsistent with the financial statements or our knowledge obtained in the course of 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 themselves. If, based on
the work we have performed, we conclude that there is a material misstatement of the other information, we are
required to report that fact.

We have nothing to report in this regard.
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INDEPENDENT AUDITOR'S REPORT TO THE MEMBERS OF ELEMENT MATERIALS
TECHNOLOGY AEROSPACE UK LIMITED (CONTINUED)

Opinions on other matters prescribed by the Companies Act 2006
In our opinion, based on the work undertaken in the course of the audit:

« the information given in the Strategic report and the Directors’ report for the financial year for which the
financial statements are prepared is consistent with the financial statements; and

e the Strategic report and Directors’ report has been prepared in accordance with applicable legal requirements.

Matters on which we are required to report by exception

In the light of the knowledge and understanding of the Company and its environment obtained in the course of the
audit, we have not identified material misstatements in the Strategic report or Directors’ report.

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

e« adequate accounting records have not been kept or returns adequate for our audit have not been received
from branches not visited by us; or
the financial statements are not in agreement with the accounting records and retumns; 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 set out on page 8, the Directors are responsible
for the preparation of the financial statements and for being satisfied that they give a true and fair view, and for such
internal control as the Directors determine is necessary to enable the preparation of financial statements that are
free from material misstatement, whether due to fraud or error.

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

Auditor’s responsibilities for the audit of the financial statements

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

Explanation as to what extent the audit was considered capable of detecting irregularities, including fraud

Irregularities, including fraud, are instances of non-compliance with laws and regulations. We design procedures in
line with our responsibilities, outlined above, to detect irregularities, including fraud. The risk of not detecting a
material misstatement due to fraud is higher than the risk of not detecting one resulting from error, as fraud may
involve deliberate concealment by, for example, forgery or intentional misrepresentations, or through collusion. The
extent to which our procedures are capable of detecting irregularities, including fraud is detailed below. However,
the primary responsibility for the prevention and detection of fraud rests with both those charged with govemance of
the entity and management.

-10-
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INDEPENDENT AUDITOR'S REPORT TO THE MEMBERS OF ELEMENT MATERIALS
TECHNOLOGY AEROSPACE UK LIMITED (CONTINUED)

Our approach was as follows:

We obtained an understanding of the legal and regulatory frameworks that are applicable to the company
and determined that the most significant are those that relate to the reporting framework (FRS 101 and the
Companies Act 2006) and the relevant tax compliance regulations. In addition, we concluded that there are
certain significant laws and regulations relating to health and safety, employee matters, environmental
matters and anti-bribery and corruption practices of relevance to the company. In 2020 the company has
also participated in government support schemes arising due to the COVID-19 pandemic and therefore is
required to comply with the rules of these schemes,

We understood how the company is complying with those frameworks by making enquiries of management
including those responsible for legal and compliance procedures and the Company Secretary. We
corroborated our enquiries through our review of minutes of board meetings and consideration of the resuits
of our audit procedures for the company;

We designed our audit procedures to identify non-compliance with such laws and regulations. Our
procedures involved a review of legal expenses and board minutes to identify any non-compliance with laws
and regulations and enquiries of general counsel, those charged with govemance and management. If we
identify instances of non-compliance, we understand how management and those charged with governance
have responded to them, including understanding the remediation actions taken, through enquiry of
management and inspection of relevant documentation and correspondence. We also consider the
appropriateness of the accounting for the impacts of any such non-compliance, and the adequacy of the
financial statement disclosures;

We assessed the susceptibility of the company’s financial statements to material misstatement, including
how fraud might occur by meeting with management to understand where it considered there was
susceptibility to fraud, reviewing documentation of the company’s policies and procedures including the Code
of Conduct and assessing whistieblowing incidences for those with a potential financial reporting impact. We
also considered performance targets and whether they might influence management to override controls to
manipulate revenue. As a result, we identified a fraud risk relating to manipulation of accrued income. We
considered the controls that the company has established to address the risks identified, or that otherwise
prevent, defer or detect fraud; and how senior management monitors those controls; and

We designed our audit procedures to respond to the identified risk relating to manipulation of accrued income.
The procedures included understanding the revenue recognition process including calculations related to
accrued income and challenging and understanding any judgments made about stage of completion of
projects. We selected samples from the accrued income listing and reviewed underlying documentary
evidence supporting the revenue recognition. We performed analytical review of accrued income comparing
the balance year on year and considering the ageing profile. Through enquiry of management, we obtained
explanations and supporting evidence for significant changes in accrued income and significantly aged
accrued income balances. We also, as part of the overall response to the risk of fraud, performed journal
entry testing.

Afurther description of our responsibilities for the audit of the financial statements is located on the Financial Reporting
Council's website at https://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 members, as a body, in accordance with Chapter 3 of Part 16 of the
Companies Act 2006. Our audit work has been undertaken so that we might state to the company's members those
matters we are required to state to them in an 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 members
as a body, for our audit work, for this report, or for the opinions we have formed.

Judith Smith (Senior statutory auditor)
for and on behalf of Emst & Young LLP, Statutory Auditor

London

20 July 2023
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DocuSign Envelope ID: 5D4F0274-9F3F-4C8B-8AAB-81817C25A7C9

ELEMENT MATERIALS TECHNOLOGY AEROSPACE UK LIMITED

STATEMENT OF PROFIT OR LOSS
FOR THE YEAR ENDED 31 DECEMBER 2021

Notes
Revenue 3
Cost of sales
Gross profit
Administrative expenses
Other operating income 4
Separately disclosed items 5
Operating profit / (loss) 6
Finance costs 9
Finance income 10
Profit / (loss) before taxation
Taxation ' 11

Profit / (loss) for the financial year

All results are generated from continuing operations.

2021
£

14,262,943
(10,845,428)

3,417,515

(1,578,155)
291,727

2,131,087

(26,589)
24

2,104,522
148,525

2,253,047

2020

13,537,105
(10,866,732)

2,670,373
(2,368,802)
405,401
(1,126,524)

(419,552)

(41,039)

(460,591)
130,136

(330,455)

There is no statement of other comprehensive income as all income and expenses for the current period are included in

the statement of profit or loss above.

The accompanying notes are an integral part of these financial statements.
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DocuSign Envelope ID: 5D4F0274-9F 3F-4C8B-8AAB-81817C25A7C9

ELEMENT MATERIALS TECHNOLOGY AEROSPACE UK LIMITED
STATEMENT OF FINANCIAL POSITION

AS AT 31 DECEMBER 2021
2021 . 2020
Notes £ £
Non-current assets
Goodwill : 12 - 5,348,811 5,348,811
Other intangible assets 12 132,657 151,398
Property, plant and equipment 13 4,117,244 5,216,164
Right of use assets 14 342,603 490,518
Investments 15 2,453,965 2,453,965
Deferred tax 21 857,151 706,226
13,252,431 14,367,082
Current assets
Trade and other receivables 17 14,402,331 9,583,182
Cash and cash equivalents 18 817,183 1,978,807
Stocks and work-in-progress 19 194,063 116,727
15,413,577 11,678,716
Current liabilities
Trade and other payables 20 12,436,236 11,477,348
Lease liabilities 14 161,944 171,072
Provisions 22 34,925 370,877
12,633,105 ‘ 12,019,297
Net current assets / (liabilities) 2,780,472 (340,581)
Total assets less current liabilities 16,032,903 14,026,501
Non-current liabilities
Lease liabilities 14 268,282 430,226
Provisions 22 1,026,270 1,110,971
1,294,552 1,541,197
Net assets 14,738,351 12,485,304
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DocuSign Envelope ID: SD4F0274-9F 3F-4C8B-8AAB-81817C25A7C9

ELEMENT MATERIALS TECHNOLOGY AEROSPACE UK LIMITED
STATEMENT OF FINANCIAL POSITION (CONTINUED)

AS AT 31 DECEMBER 2021
2021 2020
Notes £ £
Shareholder’s equity
Share capital 24 2 2
Share premium account 25 8,931,847 8,931,847
Merger reserve 25 181,143 181,143
Retained earnings 5,625,359 3,372,312
Total shareholder’'s equity 14,738,351 12,485,304

The accompanying notes are an integral part of these financial statements.

The financial statements of Element Materials Technology Aerospace UK Limited (registered number 11371687)
were approved by the Board of Directors and authorised for issue on 20 July 2023 and were signed on its behalf by

|Mkww,

Mark Heaven

Director

Company Registration No. 11371687
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DocuSign Envelope ID: 5SD4F0274-9F3F-4C8B-8AAB-81817C25A7C9

ELEMENT MATERIALS TECHNOLOGY AEROSPACE UK LIMITED

STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 DECEMBER 2021

Share Share Merger  Retained Total
capital premium reserve earnings
account

Notes £ £ £ £ £

Balance at 1 January 2020 2 8,931,847 - 3,702,767 12,634,616
Merger reserve - - 181,143 - 181,143
Loss for the year - - - (330,455) (330,455)
Balance at 31 December 2020 2 8,931,847 181,143 3,372,312 12,485,304
Profit for the year - - - 2,253,047 2,253,047
Balance at 31 December 2021 2 8,931,847 181,143 5,625,359 14,738,351
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DocuSign Envelope ID: 5D4F0274-9F3F4C8B-8AAB-81817C25A7C9

ELEMENT MATERIALS TECHNOLOGY AEROSPACE UK LIMITED
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2021

1.1

Accounting policies

Company information

Element Materials Technology Aerospace UK Limited (the “Company”) is a private limited company
incorporated in England and Wales. The Company is domiciled in the UK and its registered office is 3rd Floor
Davidson Building, 5 Southampton Street, London, England, United Kingdom, WC2E 7HA.

The principal activity of the Company throughout this financial year and the prior year was to specialist testing
covering the areas of metallurgy and analysis of materials and the associated manufacturing of test specimens
for the aerospace industry.

Basis of preparation
The Company meets the definition of a qualifying entity under Financial Reporting Standard 101 Reduced
Disclosure (FRS 101) issued by the Financial Reporting Council. These financial statements were prepared in
accordance with Financial Reporting Standard 101 Reduced Disclosure Framework and the provisions of the
Companies Act 2006.

The financial statements have been prepared under the historical cost basis. Historical cost is generally based
on the fair value of the consideration given in exchange for goods and services.

As permitted by Section 400 of the Companies Act 2006, consolidated accounts have not been prepared as the
Company is a wholly owned subsidiary of Exova Group (UK) Limited. The parent company of the smallest Group
of which the Company is a member and for which Group financial statements are prepared is Element Materials
Technology Limited. The Group financial statements of Element Materials Technology Limited are available to
the public and can be obtained as set out in Note 29. ’

The accounting policies have been consistently applied throughout the current and prior year. The financial
statements have been prepared on a going concern basis. The reasons for this are outlined in Note 1.2. The
financial statements are presented in pounds sterling which is also the functional currency of the Company.

As permitted by FRS 101, the Company has taken advantage of the disclosure exemptions available under that
standard in relation to:

« The requirements of paragraphs 62, B64(d), B64(e), B64(g), B64(h), B64(j) to B64(m), B64(n)(ii),
B64(o)(ii), B64(p), B64(q)(ii), B66 and B67 of IFRS 3 Business Combinations

« The requirements of IFRS 7 Financial Instruments: Disclosures

< The requirements of paragraphs 91 to 99 of IFRS 13 Fair Value Measurement

« The requirements of the second sentence of paragraph 110 and paragraphs 113(a), 114, 115, 118,
119(a) to (c), 120 to 127 and 129 of IFRS 15 Revenue from Contracts with Customers

« The requirements of paragraph 52, the second sentence of paragraph 89, and paragraphs 80, 91 and
93 of IFRS 16 Leases

*  The requirements of paragraph 58 of IFRS 16

« Therequirement in paragraph 38 of IAS 1 Presentation of Financial Statements to present comparative
information in respect of:

i paragraph 79(a)(iv) of IAS 1;
ii. paragraph 73(e) of IAS 16 Property, Plant and Equipment;
ii. paragraph 118(e) of IAS 38 Intangible Assets. '

* The requirements of paragraphs 10(d), 10(f), 16, 38A, 38B, 38C, 38D, 40A, 40B, 40C, 40D, 111 and
134 to 136 of IAS 1 Presentation of Financial Statements

* The requirements of IAS 7 Statement of Cash Flows

« The requirements of paragraphs 30 and 31 of IAS 8 Accounting Policies, Changes in Accounting
Estimates and Errors

* The requirements of paragraphs 17 and 18A of IAS 24 Related Party Disclosures

« The requirements in IAS 24 Related Party Disclosures to disclose related party transactions entered
into between two or more members of a group, provided that any subsidiary which is a party to the
transaction is wholly owned by such a member

*  The requirements of paragraphs 130(f)(ii), 130(f)(iii), 134(d) to 134(f) and 135(c) to 135(e) of IAS 36
Impairment of Assets

Where required, equivalent disclosures are given in the group financial statements of Element Materials
Technology Limited.
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DocuSign Envelope ID: 5D4F0274-9F3F-4C8B-8AAB-81817C25A7C9

ELEMENT MATERIALS TECHNOLOGY AEROSPACE UK LIMITED
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

FOR THE YEAR ENDED 31 DECEMBER 2021

1.2

Accounting policies (continued)

Going concern

in line with the Financial Reporting Council's guidance on going concem issued in April 2016, the Directors
have undertaken an exercise to review the appropriateness of the continued used of the going concern basis.
The financial statements of the Company have been prepared on a going concem basis, as the Directors have
concluded that the going concern basis continues to be appropriate.

The Company has, as at 31 December 2021, net assets of £14,738,351 (2020: £12,485,304). The Company
has no extemal loans or borrowings or complex financial instruments as at 31 December 2021. The Company
generated a profit after tax of £2,253,047 in the year ended 31 December 2021 (2020: Loss after tax of
£330,455).

The company'’s future viability is ultimately dependent on the performance of the wider trading group owned by
the company’s intermediate holding company, EM Topco Limited (“Element’), and group management’s
decisions on the flow of capital.

The Directors believe that preparing the financial statements on the going concem basis is appropriate due to
the continued financial support of the intermediate parent company, EM Topco Limited (“Element’). The
Directors have received confirmation that Element will support the company as necessary, and has the ability
to do so, until the end of the period considered by the Directors in their going concermn assessment, being the
period from the date of approval of the Annual Report and Financial Statements until 31 December 2024. The
Directors have ascertained that Element has the ability to provide this support through discussions with Element
directors and review of availabie information.

This financial support is required as the Company is a participant in the Element Group cash pooling
arrangement and therefore as a result, ultimately relies on the liquidity of the Group.

The going concern assessment, which has been performed for the period up to 31 December 2024, takes into
account the Group's cash flow and available undrawn banking facilities. The analysis concluded that even after
the downside scenarios modelled, the Group would have sufficient funds to trade and settie its liabilities as they
fall due.

The Directors believe that the Group is well placed to manage its business risks successfully, despite the current
uncertain economic outlook. The Group’s forecasts and projections, taking account of reasonably possible
changes in trading performance, show that the Group would be able to operate within the level of its current
committed facilities. As part of a regular assessment of the Group's working capital and financing position, the
Directors have prepared a detailed bottom-up trading budget and cash flow forecast for the period through 31
December 2024.

The Directors have chosen the period to 31 December 2024 to assess the going concem because this is the
end of the date of the period used for the going concern assessment of the Group headed by EM Topco Limited,
the intermediate parent, upon whose continued financial support the Company relies. In considering the going
concern status, the Directors have considered the principal risks and uncertainties discussed in the strategic
report and assessed the impact.

In assessing the going concem status, the Directors have considered:

Global economic downturn impactihg underlying end—markets

Susceptibility to inflation and interest rate movements

The status of the Group’s existing and future credit arrangements

Technological disruption due to simulation and software potentially reducing traditional testing and/or
outsourcing of testing activities

Difficulties in recruiting/retaining technical talent to support organic growth, and

o Overall margin pressure due to significant cost inflation, delivery of NTS synergies, and the availability
of mitigating actions including price increases and managing capital expenditure

The Directors have considered the potential impacts of the conflict in Ukraine on our business, assessing
possible supply chain disruptions and evaluating risks to future earnings. At this stage we do not anticipate a
material impact to the Group's performance. However, if the Group is impacted, we are confident that mitigating
actions and cost management plans within management's control could be implemented to alleviate risk.

-17 -



DocuSign Envelope ID: SD4F0274-9F3F-4C8B-8AAB-81817C25A7C9

ELEMENT MATERIALS TECHNOLOGY AEROSPACE UK LIMITED
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

FOR THE YEAR ENDED 31 DECEMBER 2021

1.2

Accounting policies (continued)

Going concern (continued)

The going concem assessment takes into account the Group’s cash flow and available undrawn credit facilities.
Based on the going concem assessment performed over the period to 31 December 2024, the Directors have
a reasonable expectation that the Group will continue in operation, settle its liabilities as they fall due, and
remain compliant with banking facilities and have adequate liquidity to trade.

Sensitivity analyses have been performed on the forecasts to consider the impact of severe, but plausible,
reasonable worst-case scenarios on the headroom on cash and available credit facilities. These scenarios,
which sensitized the forecasts for specific identified risks, modelled the reduction in anticipated levels of
underlying EBITDA and the associated increase in net debt. This scenario is the sustained decline in Group
performance due to a variety of macroeconomic issues including, but not limited to, cost inflation and is modelled
on a 16% reduction in EBITDA in 2023 and 2024.

Throughout this downside scenario, the Group continues to have significant liquidity headroom on its debt
commitments and existing facilities and against the revolving credit facility covenants.

Further considerations were made to the financial and operational impact of plausible downside scenarios
occurring individually or in combination. These included the impacts of a further deterioration in the macro-
economic environment, underperformance in executing the Group's strategy, failure to deliver operational
improvements. Consideration was also given to the plausibility of the occurrence of other individual events that
could have a material impact on the Group’s going concem status.

As a result of the Group wide going concern assessment described above and the confirmation received that
Element will support the Company as necessary and has the ability to do so, to 31 December 2024, the Directors
are satisfied that the Company has access to adequate resources to continue in operational existence for the
foreseeable future and will be able to meet its liabilities as they fall due during the period from the date of the
approval of these financial statements to 31 December 2024.

Therefore, the financial statements of the Company have been prepared on a going concemn basis.
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ELEMENT MATERIALS TECHNOLOGY AEROSPACE UK LIMITED
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

FOR THE YEAR ENDED 31 DECEMBER 2021

13

14

1.5

Accounting policies (continued)

Goodwill

- Goodwill arising on an acquisition of a business is carried at cost as established at the date of acquisition of the

business less accumulated impairment losses, if any.

Goodwill is tested for impairment annually, or more frequently when there is an indication that it may be
impaired. Any impairment loss for goodwill is recognised directly in the statement of profit or loss. An impairment
loss recognised for goodwill is not reversed in subsequent years.

Intangible assets
Intangible assets that are acquired separately are carried at cost less accumulated amortisation and
accumulated impairment losses, if applicable. The estimated useful life and amortisation method are reviewed
at the end of each reporting period, and if necessary, any changes in estimates are accounted for on a
prospective basis.

Intangible assets acquired in a business combination and recognised separately from goodwill are initially
recognised at their fair value at the acquisition date, together with related deferred tax liability. Amortisation is
charged on a straight-line basis to the statement of profit or loss over the expected useful economic lives as
follows:

Computer software 1-4years

An intangible asset is derecognised on disposal, or when no further economic benefits are expected from use
or disposal. Gains or losses arising from recognition of an intangible asset, measured as the difference between
the net disposal proceeds and the net carrying amount of the asset, are recognised in the statement of profit or
foss when the asset is derecognised.

Intangible asset values are reviewed for impairment annually, or more frequently when there is an indication
that it may be impaired. Any impairment loss is recognised directly in the statement of profit or loss. An
impairment loss recognised for intangible assets is not reversed in subsequent years.

Property, plant and equipment
Property, plant and equipment is stated at historical cost, less accumulated depreciation and impairment. The
cost of property, plant and equipment is the purchase cost, together with any directly attributable costs.

Depreciation is provided on all property, plant and equipment other than land, at rates calculated to write off the
cost or valuation, less estimated residual value, of each asset on a straightine basis over its expected useful
life, as follows:

Buildings 2% -5%
Leasehold improvements Lower of useful life or contractual lease term
Plant and machinery 6% - 33%

Assets under the course of construction are classified to the appropriate categories of property, plant and
equipment when completed and ready for intended use.

Property, plant and equipment is derecognised upon disposal or when no future economic benefits are expected
to arise from the continued use of the asset. Any gain or loss arising on the disposal or retirement of an item of
property, plant and equipment is determined as the difference between the sales proceeds and the carrying
amount of the asset and is recognised in the statement of profit or loss.
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ELEMENT MATERIALS TECHNOLOGY AEROSPACE UK LIMITED
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

FOR THE YEAR ENDED 31 DECEMBER 2021

1.6

Accounting policies (continued)

Lease arrangements .

The Company holds leases on assets used in the ordinary course of business. The Company recognises a right-of-
use asset and a lease liability at the commencement date of the contract for all leases conveying the right to control
the use of an identified asset for a period of time. The commencement date is the date on which a lessor makes an
underlying asset available for use by a lessee.

All leases where the Company is the lessee (except for low-value lease arrangements and those with less than a
12-month duration) are recognised in the statement of financial position. A lease liability is recognised based on the
present value of the future lease payments, and a corresponding right-of-use asset is recognised. The right-of-use
asset is depreciated over the shorter of the lease term or the useful life of the asset. Lease payments are apportioned
between finance charges and a reduction of the lease liability.

The right-of-use assets are initially measured at cost, which comprises:

e the amount of the initial measurement of the lease liability;
e  any lease payments made at or before the commencement date, less any lease incentives received; and,
. any initial direct costs incurred by the lessee.

After the commencement date the right-of-use assets are measured at cost less any accumulated depreciation and
any accumulated impairment losses and adjusted for any remeasurement of the lease liability.

The Company depreciates the right-of-use asset from the commencement date to the end of the lease term. The
lease liability is initially measured at the present value of the lease payments that are not paid at that date. These
include:

o fixed payments, less any lease incentives receivable; and
e variable lease payments that depend on a fixed rate, as at the commencement date.

The leases held by the Company are split into two categories: property and non-property. The Company leases
various properties, principally offices and laboratories, which have varying terms and renewal rights that are typical
to the territory in which they are located. Non-property includes all other leases, such as motor vehicles, printers and
other small office equipment.

Variable lease payments not included in the initial measurement of the lease liability are recognised in the statement
of profit or loss as they arise.

The lease payments are discounted using the incremental borrowing rate atthe commencement of the lease contract
or modification. Generally, it is not possible to determine the interest rate implicit in the land and building leases. The
incremental borrowing rate is estimated taking account of the economic environment of the lease, the currency of
the lease and the lease term. The lease term determined by the Company comprises:

. non-cancellable period of lease contracts;

. periods covered by an option to extend the lease if the Company is reasonably certain to exercise that
option; and

. periods covered by an option to terminate the lease if the Company is reasonably certain not to exercise
that option.

After the commencement date the Company measures the lease fiability by:

. increasing the carrying amount to reflect interest on the lease liability;

. reducing the carrying amount to reflect lease payments made; and

. remeasuring the carrying amount to reflect any reassessment or lease modifications.
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ELEMENT MATERIALS TECHNOLOGY AEROSPACE UK LIMITED
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

FOR THE YEAR ENDED 31 DECEMBER 2021

1.7

1.8

1.9

Accounting policies (continued)

Investments in subsidiaries
Investments in subsidiaries are stated at cost less, where appropriate, provisions for impairment.

impairment of non-financial assets

The Company assesses at each reporting date whether there is an indication that an asset may be impaired. If any
such indication exists, the Company makes an estimate of the asset's recoverable amount compared to the carrying
value. The recoverable amount is the higher of an assets or cash-generating unit’s fair value less costs to sell and
its value in use. Value in use is defined as the present value of future cash flows before interest and tax.

Where the carrying amount of an asset exceeds its recoverable amount, the asset is considered impaired and is
written down to its recoverable amount through the statement of profit or loss. For assets where an impairment loss
subsequently reverses, the carrying amount of the asset or cash generating unit is increased to the revised estimate
of its recoverable amount, not to exceed the carrying amount that would have been determined, net of depreciation,
had no impairment losses been recognised.

Trade and other receivables

Trade receivables are recognised initially at fair vaiue and subsequently measured at amortised cost using the
effective interest method, less allowance. The Company applies IFRS 9 to measure expected credit losses which
uses a lifetime expected loss allowance for all trade receivables. To measure the expected credit losses, trade
receivables and contract assets are grouped based on shared credit risk characteristics and the days past due. The
contract assets relate to unbilled work in progress and have substantially the same risk characteristics as the trade
receivables for the same type of contracts. The entity uses the IFRS 9 ECL model to measure loss allowances at an
amount equal to their lifetime expected credit loss. Loans and receivables are non-derivative financial assets with
fixed or determinable payments that are not quoted in an active market. Loans and receivables represented by trade
receivables, other receivables, cash in bank and on hand and are measured at amortised cost, less any impairment.

1.10 Cash and cash equivalents

Cash and cash equivalents include cash in hand, deposits held at call with banks, other short-term liquid investments
with original maturities of three months or less, and bank overdrafts. Where relevant, bank overdrafts are presented
within Trade and other payables.

1.11Trade and other payables

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

1.12Provisions

Provisions are recognised when the Company has a present obligation, legal or constructive, as a result of a past
event, it is probable that the Company will be required to settle the obligation and a reliable estimate can be made
of the amount of the obligation.

The amount recognised as a provision is the best estimate of the consideration required to settle the present
obligation at the reporting end date, taking into account the risks and uncertainties surrounding the obligation. Where
a provision is measured using the cash flows estimated to settle the present obligation, its carrying amount is the
present value of those cash flows.

When some or all of the economic benefits required to settle a provision are expected to be recovered from a third
party, a receivable is recognised as an asset if it is virtually certain that reimbursement will be received and the
amount of the receivable can be measured reliably.

A restructuring provision is recognised when the Company has developed a detailed formal plan for restructuring
and has raised a valid expectation in those affected that it will carry out the restructuring by starting to implement
the plan or announcing its main features to those affected by it. The measurement of a restructuring provision
includes only the direct expenditures arising from the restructuring which are those amounts that are both
necessarily entailed by the restructuring and not associated with the on-going activities of the Company.
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ELEMENT MATERIALS TECHNOLOGY AEROSPACE UK LIMITED
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

FOR THE YEAR ENDED 31 DECEMBER 2021

1.13

1.14

115

1.16

1.17

Accounting policies (continued)

Revenue from contracts with customers

The Company recognises revenue from the rendering of materials, certification, calibration and services
pursuant to written contracts with its customers. These services are recognised through the output method of
revenue recognition as the performance obligations are satisfied over time. Revenue is measured at the fair
value of the consideration received or receivable and represents amounts receivable for services provided in
the normal course of business, net of VAT and other sales-related taxes.

Revenue is reduced for estimated and agreed liquidated damages resulting from failure to meet the agreed
service performance levels set out in the contract. For short term contracts with single performance obligations,
customers are billed in accordance with the contractual terms and revenue is recognised as the performance
obligations are satisfied.

Revenue from short-term contracts is generally recognised when the relevant service is completed, that is when
the report of findings or test/inspection certificate is issued. Short-term contracts are considered to be those that
have a duration of less than two months.

The Company recognises revenue on long term contracts with multiple performance obligations as each
performance obligation is satisfied, with the coresponding amount being included in trade receivables if the
customer has been invoiced and the amount is unconditional, or as a contract asset, if billing has yet to be
completed. Performance obligations vary across business lines and regions, and on a contract-by-contract
basis. Long term contract durations vary from two months to multiple years.

Government assistance Covid-19 furlough income

1AS 20 sets out the principle for the recognition, measurement, presentation and disclosure of government
grants. Government grants that are not related to assets are credited to the statement of profit or loss.
Government grants are recognised when there is a reasonable assurance that the grant will be received, and
all attached conditions will be complied with. When the grant relates to an expense item, it is recognised as
income over the period necessary to match the grant on a systematic basis to the costs that it is intended to
compensate.

Employee benefit plans

Payments to defined contribution retirement benefit plans are recognised as an expense when employees have
rendered service entitling them to the contributions.

Separately disclosed items

In order to present the performance of the Company in a clear, consistent and comparable format, certain items
are disclosed separately on the face of the statement of profit or loss. Separately disclosed Items are items
which by their nature or size, in the opinion of the Directors, should be excluded from the other lines in the
statement of profit or loss to provide readers with a clear and consistent view of the business performance of
the Company. The Directors define separately disclosed items as those expense and income items which fall
into one or both of following categories:

1. A transaction that results from a corporate activity that has neither a close relationship to our
businesses’ operations nor any associated operational cash flows (for example, costs incurred in
connection with a refinancing activity).

2. Atransaction is of such material in size and nature that it would obscure an understanding of underlying
outcomes and trends in revenues, costs or other components of performance (for example,
restructuring activities and reversals of any provisions for the costs of restructuring).

Finance costs

Finance costs are interest expenses in this Company. Finance costs are recognised in statement of profit or
loss using the effective interest rate method.
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ELEMENT MATERIALS TECHNOLOGY AEROSPACE UK LIMITED
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

FOR THE YEAR ENDED 31 DECEMBER 2021

1

1.18

1.19

1.20

Accounting policies (continued)

Taxation

- Current tax

The tax charge / credit is based on taxable profit for the period. Taxable profit differs from profit as reported in
the statement of profit or loss because of items of income or expense that are taxable or deductible in other
years and items that are never taxable or deductible.

Deferred tax

Deferred tax is recognised on temporary differences between the carrying amounts of assets and liabilities in
the financial statements and the corresponding tax bases used in the computation of taxable profit. Deferred
tax liabilities are generally recognised for all taxable temporary differences. Deferred tax assets are generally
recognised for all deductible temporary differences to the extent that it is probable that taxable profits will be
available against which those deductible temporary differences can be utilised. Such deferred tax assets and
liabilities are not recognised if the temporary difference arises from goodwill or from the initial recognition (other
than in a business combination) of other assets and liabilities in a transaction that affects neither the taxable
profit nor the accounting profit.

Deferred tax liabilities are recognised for taxable temporary differences associated with investments in
subsidiaries and associates, except where the Company is able to control the reversal of the temporary
difference and it is probable that the temporary difference will not reverse in the foreseeable future. Deferred
tax assets arising from deductible temporary differences associated with such investments are only recognised
to the extent that it is probable that there will be sufficient taxable profits against which to utilise the benefits of
the temporary differences and they are expected to reverse in the foreseeable future.

The carrying amount of deferred tax assets is reviewed at the end of each reporting period and reduced to the
extent that it is no longer probable that sufficient taxable profits will be available to allow all or part of the asset
to be recovered.

Deferred tax liabilities and assets are measured at the tax rates that are expected to apply in the year in which
the liability is settled or the asset realised, based on tax rates and tax laws that have been enacted or
substantively enacted by the end of the reporting period. The measurement of deferred tax liabilities and assets
reflect the tax consequences that would follow from the manner in which the Company expects, at the end of
the reporting period, to recover or settle the carrying amount of its assets and liabilities.

Current and deferred tax for the year

Current and deferred tax are recognised in the statement of profit or loss, except when they relate to items that
are recognised in other comprehensive income or directly in equity, in which case, the current and deferred tax
are also recognised in other comprehensive income or directly in equity respectively. Where current tax or
deferred tax arises from the initial accounting for a business combination, the tax effect is included in the
accounting for the business combination.

Foreign currency translation

Foreign currency transactions are translated into the functional currency of the Company using the exchange
rates prevailing at the dates of the transactions. Monetary assets and liabilities denominated in foreign
currencies are translated at the rates of exchange ruling at the statement of financial position date. Differences
arising on translation are charged or credited to the statement of profit or loss.

Stock

Stocks are stated at the lower of cost and estimated selling price less costs to complete and sell. Cost comprises
direct materials and, where applicable, direct labour costs and those overheads that have been incurred in
bringing the stocks to their present location and condition. Stocks held for distribution at no or nominal
consideration are measured at the lower of replacement cost and cost, adjusted where applicable for any loss
of service potential. At each reporting date, an assessment is made for impairment. Any excess of the carrying
amount of stocks over its estimated selling price less costs to complete and sell is recognised as an impairment
loss in profit or loss. Reversals of impairment losses are also recognised in profit or loss.
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Accounting policies (continued)

Adoption of new and revised accounting standards
Standards and amendments effective for the year

The Company has adopted all the new and revised Standards and interpretations issued by the Intemational
Accounting Standards Board ("IASB") and intemational Financial Reporting Interpretations Committee (“IFRIC")
of the 1ASB that are relevant to its operations and effective for accounting years covered by the financial
statements. The adoption of these standards and interpretations does not have an impact on the financial
statements of the Company:

e Amendment to IFRS 16: Leases Covid 19-Related Rent Concessions beyond 30 June 2021
e Amendments to IFRS 9, IAS 39, IFRS 7, IFRS 4 and IFRS 16: Interest Rate Benchmark Reform
Phase 2

Standards, amendments and interpretations not yet effective

A number of amendments and interpretations have been issued that are not expected to have any material
impact on the accounting policies and reporting. The Company has not early adopted any standards,
interpretations or amendments that have been issued but are not yet effective.

Critical accounting judgements and key sources of estimation

In the application of the Company's accounting policies which are described in note 1 the Directors are required
to make judgements (other than those involving estimations) that have a significant impact on the amounts
recognised and to make estimates and assumptions about the carrying amounts of assets and liabilities that
are not readily apparent from other sources. The estimates and associated assumptions are based on historical
experience and other factors that are considered to be relevant. Actual results may differ from these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting
estimates are recognised in the year in which the estimate is revised if the revision affects only that year, or in
the year of the revision and future periods if the revision affects both current and future periods.

Critical accounting judgements

The following are the critical judgements that the Directors have made in the process of applying the Company’s
accounting policies and that have the most significant effect on the amounts recognised in financial statements.

(a) Separately disclosed items

In order to present the performance of the Company in a clear, consistent and comparable format, certain items
are disclosed separately on the face of the statement of profit or loss. Separately disclosed items are items
which by their nature or size, in the opinion of the Directors, should be excluded from other lines in the statement
of profit or loss to provide readers with a clear and consistent view of the business performance of the Company.
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Critical accounting judgements and key sources of estimation (continued)

Key sources of estimation

The key assumptions concerning the future, and other key sources of estimation uncertainty at the reporting
period, that may have a significant risk of causing a material adjustment to the carrying amounts of assets and
liabilities within the next financial year, are discussed below.

(a) Impairment of goodwill

Goodwill is tested annually for impairment or more frequently when there is an indication that it may be impaired.
Determining whether goodwill is impaired requires an estimation of the value in use of the cash-generating unit
to which goodwill has been allocated. The value in use calculation requires the Directors to estimate the future
cash flows expected to arise from the cash-generating unit and a suitable discount rate in order to calculate
present value. The outbreak of the Covid-19 pandemic has increased the level of estimation uncertainty in
relation to assumptions used in impairment assessments (e.g., cash flow projections, long-term growth, discount
rates). Note 11. provides details of the carrying value of the assets at the year end.

The impairment assessment is based on a projected cashflow over a five-year period and the key assumptions
utilised in the model are the discount rate and short-term average growth rate in the five-year period which were
7.6% and 7.9% respectively. In order for an impairment to be required the discount rate applied would need to
be increased to 52.0% and the growth rate would need to show average declines of 46.2% when sensitised.

(b) Dilapidations provision

Provisions for dilapidation liabiliies are made when there is a present obligation and where it is probable that
expenditure on restoration work will be required and a reliable estimate can be made of the cost. In estimating
the dilapidation liability, Management uses their best estimate regarding cost of restoring operating sites to their
original condition in accordance with the terms of the lease contracts where relevant. These estimates are
reviewed annually, and the amount expected to be paid on termination or expiry of the leased property is
recognised as a dilapidation provision as at year end. There are significant uncertainties with regards to the
timing and final amounts of any future payments. These uncertainties can also result in the reversal of previously
established provisions once final setttement is reached with the third party. Given the nature of the provision, it
is not possible to estimate the exact timing of cash flows.

(b) Taxation

At the balance sheet date tax liabilities and assets are based on management's best estimate of the future
amounts that will be settled. While the Company aims to ensure that the estimates recorded are accurate, the
actual amounts could be different from those expected.

The Company recognises deferred income tax assets for deductible temporary differences and tax loss carry
forwards to the extent that it deems probable such assets will be recovered in the future. Further detail is
provided in note 20 :

-25-



DocuSign Envelope ID: $D4F0274-9F3F-4C8B-8AAB-81817C25A7C9

ELEMENT MATERIALS TECHNOLOGY AEROSPACE UK LIMITED
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

FOR THE YEAR ENDED 31 DECEMBER 2021

3

Revenue
2021 2020
£ £
Revenue analysed by geographical market
United Kingdom 11,562,412 10,171,551
Rest of Europe 2,380,574 2,499,059
Rest of World 319,957 866,495
14,262,943 13,537,105
Set out below is the amount of revenue
2021 2020
£ £
Amounts included in contract liabilities at the beginning of 228,911 ‘ 188,359

The table below represents uncompleted performance obligations at the end of the reporting period. This is total
revenue which is contractually due to the Company, subject to the performance of the obligations of the
Company related to these revenues.

Amounts included in contract assets at the end of the year 384,445 638,954

Revenue represents the amounts derived from the provision of goods and services which fall within the
Company's ordinary activities, stated net of VAT and other sales-related taxes.

Other operating income ' 2021 ' 2020
£ £

Govemment assistance Covid-19 furlough income - 258,356
Other operating income 291,727 147,045
291,727 405,401

Govemment grants are recognised when there is a reasonable assurance that the grant will be received, and
all attached conditions have been complfied with. .

Séparately disclosed items 2021 2020

£ £
Onerous lease provision - 536,974
Other restructuring costs - 589,550

- 1,126,524

Other restructuring costs relate to rationalisation and restructuring of certain laboratories and administrative
departments.
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Operating profit / (loss)
2021 2020
£ £
Operating profit / (loss) for the year is stated after charging/(crediting):
Depreciation of property, plant and equipment (note 13) 993,826 943,118
Depreciation of ROU assets (note 14) ' 170,476 142,064
Amortisation of intangible assets (note 12) 18,741 19,971
Govemment assistance Covid-19 furlough income (note 4) - (258,356)

Auditor's remuneration

Fees payable to Ernst & Young LLP for the audit of the Company were borne by other companies within the
Group and disclosed in the consolidated financial statements of Element Materials Technology Group Limited.
Fees payable in the prior year were also borme by other companies within the Group.

There were no non-audit services provided to the Company during the year (2020: £ nil).
Employees and Directors
Employees

The average monthly number of persons (inciuding Directors) employed by the company during the year was:

2021 2020
Production and distribution 125 142
Administration 25 19
150 161

Their aggregate remuneration comprised:
2021 2020
£ £
Wages and salaries 5,150,581 4,850,617
Social security costs 510,154 515,116
Pension costs 242,282 247,643

5,803,016 5,613,376

*The 2021 wages and salary expense is shown net of the £nil received as Covid-19 support for employee costs (2020: £258,356)
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Employees and Directors (continued)
Directors

The 3 directors who served during 2021 are also Directors of a number of other group companies and do not
consider it possible to identify the proportion of their remuneration relating to their roles as Directors of this
company.

e The remuneration of 2 of these are included in the disclosure in the Element Materials Technology
Holding UK Limited financial statements.

e The remuneration of 1 of these are included in the disclosure in the Warringtonfire Testing &
Certification Limited financial statements.

There were-no other short-term employee benefits in the year (2020: nil) and there were no retirement benefits
accruing to Directors under pension schemes as at 31 December 2021 (2020: nil).

Finance costs

2021 2020

£ £

Interest expense on lease liabilities 26,588 24 904

Other interest payable ) 1 16,135

Total finance costs 26,589 41,039
Finance income

2021 2020

. £ £

Bank interest receivable 24 -

Total finance costs ) 24 -

-28-



DocuSign Envelope ID: 5D4F0274-9F3F-4C8B-8AAB-81817C25A7C9

ELEMENT MATERIALS TECHNOLOGY AEROSPACE UK LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2021

1"

Taxation
2021 2020
£ £
Current tax
Adjustment in respect of prior year - 58,008
Deferred tax
Current year movement (96,394) (215,370)
Adjustment in respect of prior year (54,529) 24,139
(150,923) (191,231)
Withholding tax written off 2,398 3,087
Total tax credit (148,525) (130,136)
The credit for the year can be reconciled to the profit per the income statement as follows:
2021 2020
£ £
Profit / (loss) before taxation 2,104,522 (460,591)
Expected tax charge / (credit) based on a corporation tax rate of 19%
(2020: 19%) _ 399,859 (87,512)
Effect of expenses not deductible in determining taxable profit 24,430 100,753
Group relief claimed for nil consideration (314,867) (170,863)
Deferred tax asset rate change (205,716) (57,748)
Withholding tax written off 2,398 3,087
Deferred tax prior period adjustment (54,529) 24 139
Corporation tax prior period adjustment - 58,008
Tax credit for the year (148,525) (130,136)

At the statement of financial position date, the Company had an unrecognised deferred tax asset of £nil (2020:

£nil).

The tax rate used for the reconciliation is the corporate tax rate of 19% (31 December 2020: 19%) payable

by the Company in the UK on taxable profits under UK tax law.

Factors that may affect future tax charges

A UK budget resolution was announced on 3rd March 2021 increasing the UK corporation tax rate to 25%,
effective from 1st April 2023. This rate increase was substantively enacted into UK faw on 10th June 2021.

Deferred tax balances within the accounts have been calculated using a corporation tax rate of 25%.
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12 Goodwill and Intangible assets

Goodwill Computer Total
software
£ £ £

Cost
At 31 December 2020 5,348,811 207,907 5,556,718
Additions - - -
At 31 December 2021 5,348,811 207,907 5,556,718
Amortisation
At 31 December 2020 - 56,509 56,509
Charge for the year - 18,741 18,741
At 31 December 2021 - 75,250 © 75,250
Carrying amount
At 31 December 2021 5,348,811 132,657 5,481,468
At 31 December 2020 5,348,811 151,398 5,500,209

The Company tests goodwill annually for impairment, or more frequently if there are indications that it might be
impaired. The annual goodwill impairment test as described in note 1.3 showed no impairment.
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13 Property, plant and equipment

Cost .
At 31 December 2020

Additions
Disposals

At 31 December 2021

Accumulated depreciation
At 31 December 2020

Charge for the year
Disposals

At 31 December 2021

Net Book Value
At 31 December 2021

At 31 December 2020

Leasehold land and
buildings

£

1,217,685
134,753
(275,746)

1,076,692

213,519
116,792

(71,669)

258,642

818,050

1,004,166

Plant and Assets under
equipment construction

£

5,936,586

248,337
(627,496)

£

85,304

5,657,427

83,503

1,724,588
877,034

(258,085)

2,343,537

3,213,890

85,304

4,211,998

Total

£

7,154,271
468,394
(803,240)

6,719,423

1,938,107
993,826

(329,754)

2,602,179

4,117,244

5,216,164
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14 Lease arrangements

Right of use assets

Non-property Property Total

£ £ £

Cost .
At 31 December 2020 102,281 922,961 1,025,242
Additions ' 1,471 21,091 22,562
Expiry (82,018) - (82,018)
At 31 December 2021 21,734 944,052 965,786
Accumulated depreciation
At 31 December 2020 81,352 453,372 534,725
Charge for the year 19,998 150,478 170,476
Expiry (82,018) - (82,018)
At 31 December 2021 19,333 603,850 623,183
Net book value )
At 31 December 2021 . 2,401 340,202 342,603
At 31 December 2020 20,929 469,589 490,518

Lease liabilities

Lease liabilities are classified based on the amounts that are expected to be settled within the next 12 months and
after more than 12 months from the reporting date, as follows:

Current Non-current
2021 2020 2021 2020
£ £ £ £
Property 158,847 150,598 262,282 427,129
Non-property 3,097 20,474 - 3,097
161,944 171,072 262,282 430,226
Within 1 year 2 -5 years 5 + years Total
Property ‘ 158,847 268,282 ; 427,129
Non-property 3,097 - - 3,097
At 31 December 2021 161,944 268,282 - 430,226

Interest expense
Interest expense on the lease liabilities recognised within finance costs was £26,588 (2020: £24,902).
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15 Investments

2021 2020
£ £
Shares in group undertakings 2,453,965 2,453,965

Movements in non-current investments
Shares in group

undertakings
Carrying amount £
At 31 December 2020 2,453,965
At 31 December 2021 ' 2,453,965

The Directors of the Company consider there to be no indicators of impairment in relation to these investments
held. Details of the subsidiaries are set out in note 16.

16 Subsidiaries

A list of the investments in subsidiaries, including the name, registered office, country of incorporation and
proportion of ownership interest is given below.

Subsidiary Registered office Country of Principal Percentage holding
undertakings incorporation activity

Western Technical 3rd Floor Davidson UK Dormant 100%
Services Limited Building, 5 Southampton

Street, London, England,
United Kingdom, WC2E

7THA
Accusense Systems 3rd Floor Davidson UK Dormant 100%
Limited Building, 5 Southampton

Street, London, England,
United Kingdom, WC2E

THA :
Aerotech Inspection &  3rd Floor Davidson UK - Dormant 100%
NDT Limited Building, 5 Southampton

Street, London, England,
United Kingdom, WC2E
7HA
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17 Trade and other receivables

18

19

2021 2020

£ £

Trade receivables 2,443,929 2,350,399
Amounts owed by group undertakings 11,302,836 6,363,271
Contract assets 384,445 638,954
Other debtors and prepayments 271,121 230,558

14,402,331 9,583,182

No trade receivables fall due after more than one year. Amounts owed by group undertakings are unsecured,
interest free, have no fixed date of repayment and are repayable on demand. Trade receivables and are stated
after an expected credit loss of £27,590 (2020: £98,047).

The Company measures the loss allowance for trade receivables and all amounts owed by group undertakings
at an amount equal to lifetime ECL. The expected credit losses on trade receivables are estimated using a
provision matrix by reference to past default experience of the debtor and an analysis of the debtor's current
financial position, adjusted for factors that are specific to the debtors, general economic conditions of the
industry in which the debtors operate and an assessment of both the current as well as the forecast direction
of conditions at the reporting date.

In determining the recoverability of a trade receivable, the Company considers any change in the credit quality
of the trade receivable from the date credit was initially granted up to the reporting date. The Directors consider
that the carrying amount of trade and other receivables is approximately equal to their fair value.

Cash and cash equivalents 2021 2020
£ £
Cash at Bank denominated in GBP 817,024 1,613,250
Cash at Bank denominated in EUR 84 365,557
Cash at Bank denominated in USD 75 -
817,183 1,978,807
Stocks and work-in-progress

2021 2020
£ £
Stocks and Work-in-progress 194,063 116,727
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22

Trade and other payables

Trade payables

Amounts owed to group undertakings
Social security and other taxation
Contract liabilities

Other payables

2021 2020

£ £

637,580 595,316
10,403,774 9,529,501
667,322 806,464
224,890 228,911
502,670 317,156
12,436,236 11,477,348

Amounts due to group undertakings are unsecured, interest free, have no fixed date of repayment and are
repayable on demand. The fair value of the trade and other payables approximates their carrying amount. The
total closing trade payables and contract liabilities balances relate to contracts with customers.

Deferred taxation

Deferred tax asset at 31 December 2020

Current year movement
Adjustment in respect of prior years

Deferred tax asset at 31 December 2021

Provisions

Dilapidations
Onerous lease

Movements on provisions:

At 31 December 2020

Additional provisions in the year
Reduction in provision in the year
Utilisation of provisions

At 31 December 2021

Current
Non-current

Fixed asset timing Total
differences

£ £

706,226 706,226

96,396 96,396

54,529 54,529

857,151 857,151

2021 2020

£ £

965,782 944,874

95,413 536,974

061,195

Dilapidations Onerous lease Total

£ £ £

944,874 536,974 1,481,848

20,3808 - 20,908

(115,484) (115,484)

- (326,077) (326,077)

965,782 95,413 1,061,195

2021 2020

£ £

34,925 370,877

1,026,270 1,110,971

1,061,195 1,481,848
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22 Provisions (continued)
The dilapidations provision represents management's best estimate of restoration costs with respect to leased
properties for which a present obligation exists and a reliable estimate can be made. As at 31 December 2021,
the dilapidation provisions increased to £965,782 (2020: £944,874). The liability is management’s best estimate
of which leases will lead to restoration expenditure. Given the nature of the provision, it is not possible to
estimate the exact timing of cash flows but the lease liability maturity analysis in note 14 is indicative of the likely
approximate timing of utilisation of the dilapidations provision.
The onerous lease provision is for remaining closure costs (including utilities, and security costs) associated
with the Bridgwater site, which the Company exited during 2020. The lease runs until 31 December 2024 and
therefore a provision has been created for costs to be incurred until expiry. This provision was reduced in the
year removing rates from the balance.
23 Employee benefit plans
Defined contribution schemes
A defined contribution plan is a post-employment benefit plan under which an entity pays fixed contributions
into a separate entity and will have no legal or constructive obligation to pay further amounts. Obligations for
contributions to defined contribution pension plans are recognised as an employee benefit expense in the
income statement as incurred. The Company made £242,282 contribution to defined contribution plans in the
period to 31 December 2021 (2020: £247,643). At the year end, contributions of £38,681 (2020: £38,554) due
in respect of the current reporting period had not been paid over to the scheme. These balances are reported
within Trade and Other payables, within Other payables.
24 Share capital 2021 2020
£ £
Authorised, issued and fully paid )
2 Ordinary shares of £1 each 2 2
25 Reserves
Share premium account
2021 2020
£ £
At beginning of period 8,931,847 8,931,847
At end of period 8,931,847 8,931,847

On 1 October 2018 the former parent company, Exova (UK) Limited, contributed assets at book value in retum
for one share in the Company creating the share premium account.

Merger reserve

On 30 November 2020 the company hived up the net assets of the Aerospace inspection and N.D.T Limited
for £2,453,757. As a result of this transaction the subsidiary is now dormant, and the trade and assets are
contained within these financial statements with the main impact being a reduction in investments and
recognition of goodwill from the initial acquisition of Aerospace Inspection and N.D.T Limited in 2019.

The resulting transaction created a merger reserve of £181,143 from the change in net assets of the subsidiary
from the acquisition date to the hive up date.
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27

28

Capital commitments and contingent liabilities 2021 2020
Capital Commitments £ £
At 31 December 2021 the Company had capital commitments as follows:

Contracted for but not provided 158,789 -

Capital committed in the prior year was for spend on plant and machinery.

Contingent Liabilities

The Company gave a guarantee in respect of the Senior Facilities Agreement (SFA) of Greenrock Midco Limited,
another group company. At 31 December 2021, the Company along with a number of other group companies
jointly and severally guaranteed $637.2m (2020: $671.9m) which was secured by a charge on the Company’s
assets. Security was only enforceable on the occurrence of an Event of Default as defined by the SFA.

The Company has given a guarantee in respect of the TTL Chiltern Pension scheme reported in WarringtonFire
Testing and Certification Limited, another group company. The Company along with a number of other group
companies jointly and severally guaranteed to meet all present and future obligations and liabilities of the Scheme
in the event of a default by Warringtonfire Testing and Certification Limited. Due to the nature of the pension
scheme, obligations will fluctuate with changes to the assumptions and funding position. At 31 December 2021
the pension scheme was showing a net asset position.

Events after the reporting date

On 6th July 2022, the Company’s ultimate parent undertaking, Element Materials Technology Group Limited
was acquired by EM Bidco Limited. Following the acquisition, the ultimate parent undertaking changed to
Temasek Holdings (Private) Limited, a company incorporated in Singapore. The completion of the acquisition
resulted in the extinguishment of the Group's old debt facilities and establishment of new facilities. The
Company has given a guarantee in respect of the new Senior Facilities Agreement (SFA) of EM Midco2
Limited, another group company. As at the signing date of the accounts, the Company along with a number of
other group companies has jointly and severally guaranteed $3,475 million which is secured by a charge on
the Company'’s assets. Security will only be enforceable on the occurrence of an Event of Default as defined
by the SFA.

Between the end of the financial year and the date of this report, no other item, transaction, or event of a material
nature has occurred, in the opinion of the Directors of the Company, that is likely to significantly affect the
operations of the Company, the results of those operations, or the state of affairs of the Company in future
financial years.

Related party transactions

The Company has taken advantage of the exemptions contained within paragraphs 8(j) and (k) of FRS 101, and
has not disclosed transactions entered into with wholly owned group companies or key management personnel.
There were no other related party transactions in the period (2020: nil).
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Ultimate holding company and controlling party .
The Company’s immediate parent undertaking is Exova Group (UK) Limited, registered in England and Wales.

The parent company of the smallest group of which the Company is a member, and for which group financial
statements are prepared, is Element Materials Technology Limited, a company incorporated in England and
Wales.

The largest Group which includes the Company and for which Group financial statements are prepared is
Element Materials Technology Group Limited, a company incorporated in England and Wales.

Copies of the 31 December 2021 Group financial statements of Element Materials Technology Limited and
Element Materials Technology Group Limited are available from Companies House, Crown Way, Cardiff, CF14
3UZ, United Kingdom. The registered office address for both companies is 3rd Floor Davidson Building, 5
Southampton Street, London, United Kingdom, WC2E 7HA.

Following the acquisition on 6™ July 2022, the Company’s ultimate parent undertaking changed to Temasek
Holdings (Private) Limited, a company incorporated in Singapore.
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