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Strategic Report
Business review

The Financial Year2020 was a challenging period for the entire civil aerospace industry. The COVID-19 pandemic
outbreak started in late 2019 in Asia and spread throughoutthe globe within the 1st halfof2020.

The virus possesses a significantthreat to life with the elderly and those with certain pre-existing medical conditions
particularly at risk. Levels of hospitalisations have put significant pressure on healthcare services worldwide.
Govermnments haveacted quickly and firmly in attemptto stem the virus, by introducing stay athomerules, social
distancing, closure ofnon-essential businesses, and the wearing of face masks in enclosedareas.

Further measures imposed to stop thespread of the virus includedthe closure ofborders. Which havein turn created ’
a significant drop in both thedemand forand ability to travel internationally . Statistics produced by IATA explain
that 2020 international passenger demand decreased by 75.6% from 2019 levels.

+ The huge reduction in demand has created considerable liquidity challenges formany globalairlines, drivin gthé
need to raise further capital and access government support. In orderto preserve liquidity, airlines haveparked
aircraftinto storage andit is believed up to 70% ofthe global fleethad been parked at some time during 2020.

The overallmarketbackdrop in 2020 created conditions where thedemand forparts and aircraft/ aircraftengine
maintenance was depleted. Airline liquidity constraints caused airlines to defer heavy maintenance events and
associated costs and to take such actionas utilising parts from parked aircraftto servicethe operating fleets. This has
had a demonstrable effect global MRO and spares parts demand and saw AerFin revenues decline by 54%from
2019 levels ($57.9m 2020, $125.7m 2019). However gross profit margins held firm at 27% vs28%in 2019 and
there has been no observable reduction in inventory values or discounting in parts pricing,

_ AerFin was well positioned entering the pandemic dueto prudent levels of staffing and focussing resources on key
value driving activities while maintaining a responsible approach to credit and a conservative focus of investing in
younger vintage narrow body and regionaljet aircraft which collectively account for in excess of 65% of global
commercialaircraft fleets and which represent products having longin-service lives (>25 years) and frequent
maintenanceevents thus AerFin assetfocus comprises in demand inventory that is expected to remain as such for
many years to come.

The business has taken such steps as necessarily required to conserve cashto maintain a strong liquidity position -
through minimising investment in inventory andadoptinga conservative approach to new acquisitions and credit
terms. The business accessedthe Coronavirus Job Retention Scheme through to the'end of October 2020 prior to
reducing headcountby circa 15%due todeclining economic conditions anda need toreduce overheads
commensurate with reductions in forecast revenue.

The business recorded a normalised EBITDA of $3.9m for the period, and despitethis representinga fall of 82%
from 2019 it emphasises the businesses resilience and responsible approach to credit and cost management andan
ability to maintain operational profitability despite such a steep dropin revenue during an unprecedented period of
decline in global commercialair travel.

Narrow body and regional passenger recovery are widely expected to happen during 2022 with many analysts
observinga significant latent demand for travel that will stoke a strongrecovery largely dependent

With severaleffective vaccines approvedandin the process of being administered globally, and initiatives suchas
vaccination passports, enhanced testing and management plans beingimplemented by passengerairlines, the board
of directors and the senior leadership team feel positive about the prospects ofthe company tomeet a significant
latent demand during air travelthat will stoke a strong globalrecovery.

However, management have also considered events should therecovery profile transpire to be more protracted and
considerthe business to be wellresourced and financed to adapt to a plateau in demand. Suchscenarios have been
consideredand modelled through adaptive scenario planning,

When the globalrecovery in airtravel commences, the serviceable used parts market is consideredto be theone
primary area of civilaerospace that is goingto lead recovery as airlines and repair organisations seek sustainable
longterm solutions to reduce material costs which canbe as high as40% comparedto buying new production parts.
The narrow body andregionaljet aircraft product lines of which AerFin’s inventory portfolio is concentrated will be
the first to recover and this coupled with the preservation of AerFin’s liquidity position means that the business is
well positioned to emerge from the pandemic on a strong footing with a competitiveadvantage.



AerFin Limited
Annual report and financial statements
31 December 2020

Strategic Report (continued) ' R
Principalrisks and uncertainties

The company uses financial instruments comprising borrowings, some cash and liquid resources and various items
such as trade debtors and trade creditors that arise directly from its operations. The main purpose of these financial
instruments is to assist in financingthe company's operations.

The directors consider the company well placed in mitigating assetrisk, due to the liquid nature of the company's
existing inventory/trading assets. The directors have anestablished and successfultrack record of operating in this
sectorand managing the below risks as faras possible through detailed market analysis, technical due diligence, and
carefulinvestment.

The following factors have the ability to impact the future trading success of the business.

e  Oil prices: The company focuses on civilaircra ft which are aged typically from 7 to 20 years. Newer generation
aircrafthave been designed to maximise fuel efficiencies through the introduction of fuel-efficient technologies.
With fuel costs typically accounting for around 40% of an airline's operating cost, rising fuel costs can render
more vintage aircraft less profitable, whereas falling fuel costs can increase the profitability ofolder aircraft, due
to the lower capital cost oftheasset.

e Global demand for air travel: Demand for global air travel drives aircraft utilisation which increases the
requirement for leased engines, leased aircraft and components used in the refurbishment of aircraft and engnes
and the Maintenance Repairand Overhaul (MRO) sector. A reduction in globalairtravel will impact the volume
of MRO andthus spares parts demand. '

¢ New equipment manufacture/aircraft retirement cycle: Both market leading aircraft manufacturers (Boeng and
Airbus) boast record order books for new generation aircraft. The ability of the manufacturers to meet delivery
timescales will in effect determine the rate at which older equipment is phased out. Mass retirements of a
particularmodel of aircraft will reduce aircraft utilisation and MRO and thus the demand for parts. This would
reduce the acquisition price at which the company acquires new inventory and would in turn reflect the reduced

sale and lease opportunities of parts.

e  Original Equipment Manufacturers (OEM) and air safety regulations: In the interest of improving operating
reliability of products, from time to time equipment modifications are enforced by the OEM or the relevant ar
safety agency. Such modifications can affect the merchantability or airworthiness of a component or aircraft
which can lead to unforeseen overhaul costs or even the scrapping of inventory where no such corrective

prograimme exists. .

e Cost/availability of financing: Both costand availability of financing may play a part in decidingthe typeofan
aircraft that anairline will operate. The low cost of capital and increased availability offmancmgopponunm%
provides established and new start- up airlines opportunities for new technology aircraft that require less MRO

spend.

e Exchange fluctuations: The company transacts in US dollars (asset sales, purchases and lease revenues), with
operating costs mamly incurred in Sterling. US dollars is the company's functional currency creating foreign
exchange translation risk.

e Brexit: The UK leaving the European Union had the potential to disrupt AerFin's business activities with
European customers and suppliers. Aviation parts continue to attract low levels of duty as the industry isreliant
on a global supply chain tokeep aircraftin service. Despite the company notexperiencing any significantadverse
operational impact resulting from Brexit associated delays and new customs regimes, it is possible that there
could be future delays.

To minimise exposure to possible border delays and to strategically position the business to attractnew
customers and to maintain a competitive advantage in a post Brexit environment, the company is in advance
stages on securing Authorised Economic Operator Status and a licence to operate a Customs Warehouse.
AerFin increased its a vailable pool of inventory outside of the UK on signing of new agreemerits in 2020.
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Strategic Report (continued)
Principal risks and uncertainties (continued)

e COVID-19: Duringthe audit period the Worldwide coronavirus pandemic 'Covid-19'had taken hold representing
a majorrisk to the global economy. Countries around the World responded to stop the spread of the virusthrough
imposing social distancing and quarantine measures, in addition to closing borders tonon-nationals and im posng
restrictions on international travel. As a consequence, entire aircraft fleets had been grounded and the mpact
creating a liquidity challenge for all companies exposed to the commercial aviation passenger industry. The
company has taken steps to adjust the 2021 business plan forecast having considered the following key potential
areasofgreatestrisk to the business as a consequence of Covid-19:

- CustomerCredit Risk: While AerFin makes informed decisions when granting credit lines to its customers,
counterparty credit risk remains a key consideration to the financial performance of the business. Despite a clear
focus on debtors and managing overdue accounts, with many customers seekingto extend payment tems an
increase in debtor days and increased risk of airline defaults would represent clearrisks to the business.

- Asset Values: With the debt facility advanced a gainst appraised value of inventory, a reduction in the 12-month
orderly liquidated value and currentmarket value of assets could reducethe amountof leverage available to the
company under the credit facility adversely impacting funding a vailability .

- Interest Rates: The business is financed in part through a revolving credit facility that is funded through 1-
monthUSD Liborloans. The business can be impacted by changes in 1-month USD Liborrates and potentially
through thereplacement of Libor.

- Asset Availability: A reduction in the economic life of commercial aircra ftthatare core products of the
company could be experiencedas a consequence of grounding of aircraft fleets. Although an increase in supply
and a reduction demand could see declining market pricing achievable from AerFin inventory, no suchdeclines
have been experiencedto date.

- Maintenance Activity: Increased a vailability of used aircraftcould result in globalrepair facilitiecsand OEM
reducingtheir MRO capacity as airlines seek to conserve cash and minim ise maintenance spend. A reduction in
MROactivity could see a decline in material demand andresult in a reduction in revenues.

Section 172 statement: .

Commensurate with an investment by CataCap, a roadmap forestablishing bestpractice in go\vemance has been
established:.

Board Composition:

\

A team ofindustry experienced and independent non-executive directors (4) hasbeen established. Thenon-

" executive team comprises seasoned commercial a viation industry professionals each bringing a different specialism,

to ensure a diverserange of viewpoints are considered at board discussions and tosupport the strategic growth of the
company.

Therole of the non-executive teamis to assist with developing strategy, shaping strategy, and ensuring that the
performance of the business continues to align with the desired strategy of the board. The independent nature of the
appointment also ensure thatboard decisions are balanced and not in favour of a particular shareholder or group of
shareholders.

Strategy and Development of 5-yearPlan:

The business has developeda 5-year strategic plan with input from an industry leading consultancy firm who
provided an independent in-depthreview of the business validating the strategic review of the business working with
the leadership team and the board.

The review looked at the company’s existing core skills and competencies, its products and services and considered
the future size and shape ofthe industry andkey global markets and changes in fleet composition alongside the
company’s vision and mission. The review identified im provements and areas in which the business will focus to
meet the investment goals and considered the investmenttimeframe ofthe shareholders. The review culminated in
creatinga sustainable and market desirable business model focussed on growing enterprise value ofthe company to
the benefit of ali stakeholders.
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Strategic Report (continued)

Strategy and Development of 5-year Plan (continued) '

To ensure complete alignment throughout the business of Key Performance Indicators, staff from managementlevel

up were fully engaged in the strategy developmentprogram. The strategy document went through a steering

committee comprising AerFin Leadership, executive and non-executive directors ensuring that the strategy remains
aligned with the goals of the stakeholders

Manageinent Incentivisation:

The retention and incentivisation of key management within the business is considered key to underpinning
enterprise value ofthe organisation. The Management Investmentand Incentivisation Programme wasrolled outto
allmanagement in March 2020 who hadthe option to purchase shares in the business.

Stafftrainingand developmentis a.key focus of the future strategy of the business, as we look to build uponthe
skillset of the excellent team that we havein place at AerFin. Skillsand competenmes areregularly assessed through
an appraisal system andas aresult of strategic and operational management reviews.

The directors aim to create a challenging, enjoyable and rewardmgplaceto work where allstaff haveequal
opportunity to thrive and develop.

Quality and Consistency:

With AerFin beinga key supplier to many international airlines across the globe, safety and quality are considered
of primary im portance throughout the organisation.

The business maintains AS9100and AS9120and EASA part 145 approvals:

We are committed to continuously evaluating and im proving our Quality Management System (QMS)and
rigorously adhere to thefollowing code of conduct:

Promotinga culture ofethicalbehaviour throughoutthe organization with an emphasis on customer support and
high levels of customer service.

Remaining focused on the market we serve, targeting areas of opportunity so we can continue to work in line with
ourstrategy for growth.

Ensuring productsafety remains a priority throughoutevery aspectof our operations and thatour staffare acutely
aware oftheir contribution to this.

Ensuring our objectives and KPI’s add value and drive the correct behaviour in line with company values.

Empowering staff to fulfil their-duties whilst ensuring they remain aware of their responsibilities to upho]d
company valuesatalltimes.

Maintaining effective communication channels through a series of informal and formal meetings and
communications at various levels of the organization.

As proof of AerFin’s commitment to delivering the highest standards of Quality Procedure we have been examined
and accredited by oneof the world’s leading certification bodies, LRQA (Lloyds ReglsterQuahty Assurance).

Lloyds Registeris UKAS authorised, meaningthat it only approves customers that practice the highestlevels of
Quality procedure, meaning that our certifications hold the greatest commercial value and integrity possible.

Exterﬁal Stakeholders:

AerFin follows the guidance of our quality standards in the a pproval of both customers and suppliers prior to
transactions being entered into.

Relationships with both customers and suppliers are key to ensuring that the organisation thrives.

Key metrics are established on behalf ofboth customers and suppliers and performance in relation to turn around
times anddespatchtimes which are closely monitored.

Regularly meetings are held with key customers and suppliers to evaluate andreview performance to ensure that
highest standards are adhered toat alltimes.
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Strategic Report (continued)
Gomg Concern:

Asat31 December2020 the Company's financial arrangements consisted ofa revolving credit debt facility of USD
$80m in place through to October 2024. The Company's forecasts and projections, taking account ofrea sonably
possible changes in trading performance show that the Company will be able to operate within thelevelof its
facilities fora forecastperiod of at least 12 months from the approval date of these financial statements.
Accordingly, the Company continues to adopt the going concern basis in preparing its consolidated financial
statements.

In particular, the uncertainty as to the future impacton the Company of the Covid-19 pandemic has been considered
as part of the Company's adoption ofthe going concern basis.

The aviation industry has been significantly im pacted by the Covid-19 pandemic, with morethan 3 quarters ofthe
globalcommercial aircraft fleet groundedin the second quarter o£2020 as many countries closed borders to stopthe
spread ofthe virus. Theglobal fleet grounding has in turn driven a sudden drop in the demand foraircraft partsand'
aircraftmaintenance and repair services. Despite this significant industry wide downturn, core business revenues at
AerFin havemaintained at levels of 55% (of FY'19)in 2020. '

The business has managed to retain a large proportion of revenues, due toa strong committed forward orderbook,
imbedded relationships with creditworthy customers, supply to cargo operators and wide globalreach allowing
continuity oftrade with regions less a ffected by the pandemic.

AerFin hasalso benefitted through its primary strategic focus and inventory holding that supports young narrow—
body andregional jet aircrafttypes. The company has further benefitted through having no dependency on revenues
from widebody long-haulaircraft and outof production legacy product lines that continue to experience significant -
levels of grounding and which have suffered from low marketdemand. The business has also taken the opportunity
to secure additional long-term revenue contracts as many operators have sought tominimise their costs andreview
pre-existing contractual arrangements.

. Malnagement consider AerFin to be prudently resourced, well stocked with in-demand inventory andto have
retainedability to controlrepair investment expenditure which have collectively enabled the business to manage its
liquidity position through a protracted period of a viation industry downturn resulting from the Covid-19 pandemic.

In light of the current pandemic and the uncertainty ofrecovery timings AerFin managementhave used data from
various aviation bodies and analysts such as Eurocontrol, IATA and Oliver Wyman consultancy. AerFin has created
a flexible model which canbe flexed to assess performance under a range of scenarios. Under the foreseeably most
adverseset of circumstances (using 2020 as thiefloor) the forecast has concluded that the Company has sufficient
cash and covenant headroom during this period to conclude that thebusiness remains a going concern.

The base model assumes a recovery in airtra vel from the mid-point of Q2 2021. The reverse stress tested model
assumes that the recovery willplateau through the duration 0f2021, with no dramatic recovery happening, whilst
also considering the costreduction and cash savingactionsthatwould be available to the business.

The management team continue to closely monitor performance and update regularrolling forecasts which take
account of various commercialaviation outlook forecasts and commentary produced by reputable consultancy and
advisory firms in-order to balance the needs of positioning thebusiness to emerge in a strong position post Covid-19
and preserving its liquidity position.

Underthe mostsevere of the “worst-case scenarios” considered by the reverse stress testing, managementremain -
confidentthatthe business will be able to takesufficient mitigation action to ensurethatthe company's financial
resources remain sufficientovertheforecast. The boardhas howeverreceived further written confirmation from the
majority shareholder (CataCap) of its willingness to further support the business with adetlona] equity in the '
unforeseeable event that this isrequired.
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Strategic Report (continued) ,

Streamlined Energy and Carbon Reporting:

AerFin’s principle business activities include the recycling and reuse of aircraft parts. In order to prevail this
environmentally responsible outlook throughout the operation, the business is continually considering the impact of
its wider activities onthe environment and looking at ways to improve and reduce its carbon footprint.

The quality control levels of our commodity demand that parts are stored within certain temperature and humidiy -
ranges which means thatstorage temperatures atour facilities need to be maintained using heating.

The businessoperates over 2 main UK based sites, one of which is sta ffed twenty-four hours a day, seven daysa week.
The sites need to be well lit and heated to ensure a safe operating environment for our colleagues. Therefore, electricity
and gas arethe main drivers of AerFin’s carbon emissions.

In the yearthe following energy efficiency actions were taken:
- Recycling of cardboard boxed to make packaging inserts
- Provided staff with required hardware to work from home ' .
- . Tempermature and humidity sensors fitted to regulate the warehouses

The following projects have aimedat reducing the business carbon footprintare being considered:
- Moreextensive useof video communication to drive down internal inter-site travel

Revisit the operation layout of storage facility to heat thoseareas that need tobe heated

- Revisit electricity and gas providers and use green energy where possible

- Carbonoffsetting :

A\

The business will continue to monitor its energy usage and effect improvements where practically possible, whikt
maintaining a safe environment for our colleagues to work in.

Energy and carbon reporting for2020:

UK energy use (kWh)—see (1) 1,443,120
Associated Greenhouse gas emissions (tonnes CO2 equivalent) - see (2) 284
Intensity Ratio: Emissions (Tonnes) persquare ft of floorspace ‘ 0.007

(1) UK energy use covers electricity, gas andtransport as follows:

Activity Source of Information

Electric use : Totalk Wh used from electricity bills
Naturalgasuse Totalk Wh used from gas bills

Fuelused in company owned vehicles Litres of fuel purchased from invoices and receipts
Fuelreimbursed to employees forowncars’ businessuse | Mileage travelled taken from expense claims

(2) The collected data is converted into greenhouse gas emissions associated with each activity, usingthe
Govemment conversion factors for company reporting of greenhouse gas emissions (Data x Emission
Factor=Greenhouse gas emissions).

By orderof the board

R J James
Director
12th March 2021
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Directors’ report

The directors present their report and the financial statements for the yearended 31 December2020.

-

Principalactivity ‘

The principalactivity ofthe company is to supply aircraft components and technical services to the a viation
industry. '

Results and dividends
The loss forthe year, after taxation, amounted to $2,458,000 (2019: profit $8,843,000).
No dividends have been paid in the year (2019: £Nil).

Directors
The directors who served during the year were:

RJJames

P Ryttergaard

V Hahn-Petersen (appointed 10 March2020)
A Hoad' (appointed 10 March2020)
M J Humphreys (appointed 10 March2020)
P Nolan (appointed 10 March2020)

LW Mollan (appointed 1 July 2020)

Disclosure ofihformatibn to auditor
The directors confirm that:

¢ so faraseach directoris aware, thereis no relevant audit information of which the company and the Group's .
auditoris unaware, and '

¢ thedirectors have takenallthe steps thatthey oughtto have takenas directors in order to make themselves aware
of any relevant audit informationand to establish thatthe company and the Group's auditor is aware of that
information. ’ .

Auditor

KPMG LLP was appointed as auditor in the year. Pursuant to Section487 of the Companies Act 2006, theauditor
will be deemedto be reappointedand KPMG LLP will therefore continue in office.

By order of the board
/@L"ﬁ—
R J James Unit D, Greenway
Director . Bedwas House Industrial Estate
Bedwas
Caerphilly
Mid Glamorgan
CF83 8DW

12th March 2021
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Statement of directors’ responsibilities in respect of the annual report and the
financial statements - ‘

The directors are responsible for preparing the Annual Report and the financial statements in accordance with
applicable law and regulations.

Company law requires the directors to prepare financial statements for each fmancnalyear Underthatlawthey have -
elected to prepare the financial statements in accordance with UK accounting standards and applicable law (UK
Generally Accepted Accounting Practice), including FRS 102 The F. manczal Reporting Standard applicable in the

UK and Republic of Ireland. : .

" Under company law the directors must not approve the financial statements unless they are satisfied that they give a
true and fair view of the state of affairs of the company and of the profit or loss of the company for that period. In
preparingthese financial statements, the directors are required to:

e select suitable accounting policies and then apply them consistently;
¢ "makejudgements and estimates that are reasonable and prudent; . .

e state whether applicable UK accounting standards have been followed, subject to any material departum
disclosed and explained in the fmanCIa] statements; ‘

e assess the company’s ability to continue asa going concem, dlsclosmg, as apphcable matters related to going
concemn;and

¢ usethe goingconcemn basis of accounting unless they either intend to liquidate the company or to cease operations,
or haveno realistic alternativebut todo so.

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 responsible for
such intemal controlas they determineis necessary toenable the preparation of financial statements thatare free from
material misstatement, whether due to fraud or error, and have general responsibility for taking such steps as are
reasonably opentothem tosafeguard the assets ofthe company and to prevent and detect fraud and other irregularities.
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Independent auditor’s report to the members of AerFin Limited

Opinion

We have audited the financial statements of AerFin Limited (“the company”) for the year ended 31
December 2020 which comprise the Statement of Comprehensive Income, Statement of Financial Position,
Statementof Changes in Equity andrelated notes, including the accounting policies in note 1.

In ouropinion the financial statements:

e giveatrue andfairview of the state ofthe company’s affairs as at 3 1 December2020 and of its loss for
the yearthen ended; '

¢ have been properly prepared in accordance with UK accounting standards, including FRS 102 The
Financial Reporting Standard applicable in the UK and Republic of Ireland;and

e havebeenpreparedin accordance with the requirements ofthe 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 are described below. We have fulfilled our ethical responsibilities
under, and are independent ofthe company in accordance with, UK ethicalrequirements including the FRC
EthicalStandard. We believe that theaudit evidence we haveobtained is a sufficient and a ppropriate basis
forouropinion.

Going concern

The directors have prepared the financial statements on the going concern basis as they do not intend to
liquidate the company or to cease its operations, and as they have concluded that the company’s financial
position means that this is realistic. They have also concluded that there are no material uncertainties that
could have cast significant doubt overits ability to continue asa going concern forat leasta year from the
date ofapproval of the financial statements (“the going concemn period”).

In ourevaluation of the directors’ conclusions, we considered the inherent risks to the company’s business
model and analysed how those risks might affect the company’s financial resources or ability to continue
operations overthe going concern period.

Our conclusions based on this work:

e we consider that the directors’ use of the going concern basis of accounting in the preparation of the
financial statements is appropriate;

e wehavenotidentified, and concur with thedirectors’ assessment that there is not, a material uncertainty
' related to events or conditions that, individually or collectively, may cast significant doubt on the
company's ability to continue as a going concern for the going concem period.

However, as we cannot predict all future events or conditions and as subsequent events may result in
outcomes that are inconsistent with judgements that were reasonable at thetime they were made, the above
conclusions are not a guarantee that the company will continue in operation. '



Independent auditor’s report to the members of AerFin Limited (continued)
Fraud and breaches of laws and regulations — ability to detect

Identifying andresponding torisks of material misstatement due to fraud

To identify risks of material misstatement due to fraud (“fraudrisks”) we assessed events or conditions that
could indicatean incentive or pressure tocommit fraud or provide an opportunity to commit fraud. Ourrik
assessment procedures included:

e Enquiring of directors as to the Company’s high-level policies and procedures to preventand detect
fraudas wellas whetherthey have knowledge ofany actual, suspectedoralleged fraud.

e ReadingBoardmeetingminutes.

. . - . . N
e Considering remuneration incentive schemes and performance targets for management and the
directors.

e  Using analytical procedures to identify any usual or unexpected relationships.

We communicated identified fraud risks throughoutthe audit teamand remained alert to any indications of
fraudthroughoutthe audit.

As required by auditing standards, and taking into account possible pressures to meet profit targets, we
perform procedures to address therisk of management override of controls and therisk of fraudulentrevenue
recognition, in particular the risk thatrevenue is recorded in the wrong period and the risk thatmanagement
may be in a position to make ina ppropriate accounting entries, and the risk of bias in accounting estimates
and judgements suchas inventory valuation and provision for doubtfuldebts.

We did not identify any additional fraudrisks.
In determining the audit procedures we took into account the results of our evaluation and testing of the

operating effectiveness of some ofthe Company-wide fraud risk management controls

We also performed procedures including:

e Identifying journal entries and other adjustments to test based on risk critefia and comparing the
identified entries to supporting documentation. Theseincluded journal entries with specific keywords,
or journal entries postedto unusual accounts.

e  Assessingsignificant accounting estimates for bias.

Identifying and responding to risks of material misstatement due to non-compliance with laws and
regulations

We identified areas of laws andregulations that could reasonably be expected to have a materialeffecton
the financial statements from our general commercial and sector experience, and through discussion with
the directors and other management (as required by auditing standards), and from inspection of the
Company’s regulatory and legal correspondence and discussed with the directors and other management the
policies and procedures regarding compliance with laws and regulations.

We communicated identified laws and regulations throughout ourteam and remained alert toany indications
of non-compliancethroughoutthe audit. The potential effect of theselaws and regulations on the financil
statements varies considerably.

Firstly, the Company is subjectto lawsandregulations thatdirectly affectthe financial statements including
financialreporting legislation (including related companies legislation), distributable profits legislation and
taxation legislation and we assessed the extent of compliance with these laws andregulations as part of our
procedures on the related financial statement items.

Secondly, the Company is subject to many other laws and regulations where the consequences of non-
compliance could have a materialeffect on amounts or disclosures in the financial statements, for instance
- through the imposition of fines or litigation orthe ‘loss of Company’s ability to operate. We identified the
followingareas as thosemost likely to havesuchan effect: health and safety, anti-bribery, employment law,
regulatory capitaland liquidity and CAA and FAA regulations. Auditing standards limit the required audi
procedures to identify non-compliance with theselaws and regulations to enquiry ofthe directors and other
management and inspection of regulatory and legal correspondence, if any. Therefore, if a breach of
operational regulations is not disclosed to us or evident from relevant correspondence, an audit will not
detect that breach.
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Independent auditor’s report to the members of AerFin Limited (continued)

N {
Context of theability of the auditto detectfraudor breaches of law or regulation

Owing to the inherent limitations ofan audit, there is an unavoidable risk that we may not have detected somemateral
misstatements in the financial statements, even though we have properly. planned and performed our audit in
accordance with auditing standards. For example, the further removed non-compliance with laws and regulations i
from the events and transactions reflected in the financial statements, the less likely the inherently limited procedures

required by auditing standards would identify it. _ .
In addition, as with any audit, there remained a higherrisk of non-detection of fraud, as thesemay involve collusion,
forgery, intentional omissions, misrepresentations, or the override of internal controls. Our audit procedures are

designed to detect materialmisstatement. We are notresponsible forpreventmgnon—comphance or fraud and cannot
be expectedto detectnon-compliance with alllaws andregulations.

Strategic reportand directors’ report
The directors are responsible for the strategic reportand the directors’ report. Ouropiniononthe financial statements
doesnot coverthose reports and we do not express an audit opinion thereon.

Our responsibility is to read the strategic reportandthe directors’ report and, in doing so, consider whether, based on
our financial statements audit work, the information therein is matenally misstated or inconsistent with the financial

statements or our audit knowledge. Basedsolely on that work:

. we havenot identified material misstatements in the strategic report and the directors’ feport;

. in our opinion the information given in those reports for the financial year is consistent with the financal
statements;and ’

. in ouropinion thosereports have been prepared in accordance with the Companies Act 2006.

Matters on which we are required to ref)ort by exception
Underthe Companies Act 2006 we are required to report to you if, in our opinion:

¢ adequate accounting records have not been kept, or returns adequate for our audit have not been received from
branchesnot visited by us; or

e the financial statements are not in agreement with theaccountingrecords and returns; or
s certain disclosures of directors’ remuneration specified by law are not made; or
¢ we havenotreceivedallthe information and explanations we require for ouraudit.

We have nothingto reportin these respects.

Directors’ responsibilities

As explained more fully in their statement set out on page 9, the directors are responsible for: the preparation of the
financial statements and forbeing satisfied that they give a true and fair view; such internal control as they determme
is necessary to enable the preparation of financial statements that are free from material m isstatement, whether due to
fraud or error; assessing the company’s ability to continue as a going concern, disclosing, as applicable, matters related -
to going concem; and usingthe going concern basis of accounting unless they either intend to liquidate the company
or to cease operations, orhave no realistic alternativebutto do so.

12



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

Auditor’s responsibilities

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 our opinion in an auditor’s report. Reasonabk
assurance isa high level of assurance, but does notguaranteethat 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 aggregate, they could reasonably be expected to influence the economic
decisions of users taken on thebasis of the financial statements.

A fuller description of our respc;nsﬂ)ilities is provided on the FRC’s website at
www frc.org.uk/auditorsresponsibilities.

The purpose of our audit work and to whom we owe our responsi\bilitiw

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 tostate to them in anauditor’s report and forno other purpose. To the fullest extent pemmited
by law, we do not acceptorassume 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 ha ve formed. |

(72@ ﬁwwg ' ' '.

Jeremy Thomas (Senior Statutory Auditor)

for and onbehalf of KPMG LLP, Statutory Auditor

Chartered Accountants

3 Assembly Square

Britannia Quay

Cardiff ’
CF104AX

15th March 2021



- . AerFin Limited
Annual report and financial statements
31 December 2020

Statement of Comprehensive Income
for the year ended 31 December 2020

Note ) 2020 2019

$°000 $°000

Turnover 3 57,941 125,663
Costof sales (41,967) (90,341)
Gross profit ' 15,974 35,322
Administrative expenses , . L ©(15,381) (16,579)
Exceptional administrative expenses 10 (840) (6,493)
Operating (loss)/profit : 4 (247) 12,250
Interest payable and expenses 8 | (2,706) (531)

I
(Loss)/profit before taxation : (2,953) 11,719
Tax on (loss)/profit 9 © 495 (2,876)
N .

(Loss)/profit for the financial year : (2,458) - 8,843
Total comprehensive income for the year - (2,458) 8,843

There were no recognised gains and losses for 2020 or 2019 other than those included in the statement of
comprehensive income. '

The notes on pages 17 to 34 form partof these financial statements.
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Statement of Financial Position
at31 December2020

J Note
Fixed assets

Intangible assets 11
Tangible assets 12

Current assets

Stocks 14
Debtors: amounts falling due within one year 15
Cash at bank and in hand 16

Creditors: amounts falling due within one year 17

Y

Net current assets

Total assets less current liabilities

Creditors: amounts falling due after more than one

year 18
Provisions for liabilities
Deferred taxation 21
Net assets

Capitaland reserves i
Called up share capital ' 22
Profitand loss account - : 23

Equity attributable to owners of the parent

-company
1

*Restatement, see note 25.

These financial statements were approved by the board of Directors on 12 March 2021 and were signed on its

behalfby: :

JuE=-

RJ James
Director

AerFin Limited

Annual report and financial statements

2020
$°000 $°000
17,895
17,895
77,723
12,661
5,323
95,707
(10,876)
" 84,831
102,726
(61,975)
(1,008)
(1,008)
7 39,743
184
39,559
39,743

31 December 2020

Restated

2019
$°000 $°000
19,344
19,344
77,349
17,925
1,570
96,844
(13,307)
83,537
102,881
(60,036)
(644)
(644)
42,201
184
42,017
42,201

I
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Statement of Changes in Equity

fortheyear ended31 December 2020

Balance at 1 January 2019,

Comprehensive income for the year:
Profit for the-year

Totalcomprehensive income for the year

At 31 December 2019

Balance at 1 January 2020

Comprehensive income for the year:
Loss for the year

Total comprehensive income for the financial year

At 31 December 2020

AerFin Limited
Annual report and financial statements
31 December 2020

Called up Profit and
share loss Total
capital’ account equity
$°000 $°000 $°000
184 33,174 33,358
- 8,843 8,843
- 8,843 8,843
184 42,017 42,201
184 42,017 42,201
- (2,458) (2,458)
- (2,458) (2,458)
184 39,559 39,743
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AerFin Limited
Annual report and financial statements
31 December 2020

Notes
_(forming part of the financial statements)
4

1. - Accounting policies

1.1 Basis of preparation of financialstatements

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

The preparation of financial statements in compliance with FRS 102 requires the use of certain critical accounting
estimates. Italso requires management to exercise judgement in applying the Company's accounting policies (note 2).
The Company's functional and presentational currency is USD. Monetary amounts in these financial statements are
roundedto thenearest $°000.

The following principal accounting policies ha ve beenapplied:

1.2 Financial reporting standard 102 - reduceddisclosure exemptions

The company has takena dvantage of the following disclosure exemptions in preparing these financial statements, as
" permittedby the FRS 102 "The Financial Reporting Standard applicable in the UK and Republic of Ireland":

. the requirements of Section 7 Statement of Cash Flows;
. the requirements of Section 3 Financial Statement Presentation paragraph 3.17(d);
. the requirements of Section 11 Financial Instruments paragraphs 11.42,11.44to 11.45,11.47,11.48(a)(iii),

11 A48(a)(iv), 11.48(b)and 11.48(c);

the requirements of Section 12 Other Financial Instruments paragraphs 12.26 to 12.27, 12.29(a), 12.29(b)
and 12.29A;
. the requirements of Section 33 Related Party Dlsclosures paragraph33.7.

This information is included in the consolidated financial statements of AerFin Holdings Limitedasat 3 1 December
2020 andthese financial statements may be obtained from Companies House.

1.3 Exemption frompreparing consolidated financial statements

The Company’is a parent Company that is also a subsidiary included in the consolidated financial statements of its
immediate parent undertaking established under the law of an EEA state and is therefore exempt from the requirement
to prepare consolidated financial statements under section 400 of the Companies Act 2006. -

1.4 Going concern

As at31 Deceniber 2020, the company had net currentassets of $84,831,000(2019: restated $83,537,000), net assets
of $39,743,000 (2019: $42,201,000) and reported a loss for the year then ended of $2,458,000 (2019: profit
$8,843,000). The directors have prepared the financial statements on a going concem basis which they consider to
‘be appropriate for the followingreasons.

The directors have prepared cash flow forecasts fora period ofat least 12 months from the date of approval of these
financial statements which indicate that, taking account ofthe ongoing impact of COVID-19 and a severe but plausibk
downside, thecompany will have sufficient funds, throligh its existing revolving credit facility, recently secured loan
and ongoingtrading, to meetits hab1ht1es asthey falldue forthatperiod.

In preparing these forecasts the dlrectors have considered reasonably possible downside scenarios including factors

resulting from the ongoing impact of COVID-19. Pleaserefer to the Strategic Report on page 1 that references the .
going concemnreview undertaken by the board.
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AerFin Limited
Annual report and financial statements
31 December 2020

’

Notes (continued)
1. Accounting policies (continued)
1.4 Going concern (continued)

As at31 December2020 the company had drawn down USD $58m of the USD $80m revolving credit debt facility,
in place through to October 2024. In addition to this, in December 2020, the Company obtained loan finance of
£3,900,000 from the DevelopmentBank of Wales to provide liquidity duringthe COVID-19 crisis and to support the
purchaseof stockandassets. Theloan was drawndown in onetranche in December2020. The 3-year loan is subject
to capital repayment holiday for the first 6 months, and then repayable in 30 monthly instalments. The repayments
have beenincluded in the forecast cashflows as describedabovein accordance with the terms.

Based onthe forecastsprepared and assumptions described above, including rea sonably possible downside scenarios,
the Directors are confident that the Company willhave sufficient funds and covenant headroom to continue to meet
its liabilities as they falldue forat least 12 months from the date ofapproval of the financial statementsand therefore
have prepared the financidl statements ona goingconcernbasis. '

1.5 Revenue

Revenue is recognised to the extent that it is probable that the economic benefits will flow to the Company and the
revenue can be reliably measured. Revenue is measuredas the fair value of the consideration received orreceivabk,
excluding discounts, rebates, value added tax and other sales taxes. The following criteria must also be met before

revenue isrecognised:

Sale of goods: Revenue from thesale of goods isrecognised whenallof the following conditions aresatisfied:

. the Company has transferred the significantrisks andrewards of ownership to the buyer;

. the Company retains neither continuing managerial involvement to the degree usually associated with
ownership nor effective control overthe goods sold;

. the amount of revenue can be measured reliably; < ,

. it is probable thatthe Company will receive the consideration due under the transaction; and

. the costs incurred orto be incurred in respect of the transaction canbe measuredreliably.

Rendering of services: Revenue from a contract to provide services isrecognised in the period in which the services
are provided in accordance with the stage of completion of the contract when all of the following conditions are
satisfied:

. the amount of revenue can be measured reliably;

. it is probable thatthe Company will receive the consideration due under the contract;

. the stage of completion of the contractat the end of the reporting period can bemeasuredreliably; and.
. the costs incurredandthe costs to complete the contract canbe measuredreliably.

1.6 fntangible assets

Intangible assets are initially recognised at cost. After recognition, under the cost model, intangible assets are
measuredatcostless any accumulated amortisation and any accumulated im pairment losses.

At each reporting date the company assesses whetherthereis any indication of impairment. If such indication exists,
the recoverable amountofthe assetis determined which is the higher of its fair valueless costs to selland its value in

use. An impairment loss is recognised where the carryingamount exceedsthe recoverable amount.

All intangible assets areconsidered tohave a finite useful life. If a reliable estimate of the useful life cannot bemade,
the useful life shallnotexceed ten years.

The estimated usefullives range as follows:
Developmentexpenditure S yearsstraightline
Trademarks Syearsstraightline



=~ : AerFin Limited
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i 31 December 2020

Notes (continued)
1. Accounting policies (continued)
1.7 Tangible fixed assets

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

At each reporting date the company assesses whether thereis any indication of inpairment. If such indication exists,
the recoverable amountofthe assetis determined which is the higher of its fair valueless costs to sellandits value in
use. An impairment loss is recognised where the carrying amount exceedsthe recoverable amount.

’Fhe Company adds to the carryingamount ofanitem of fixed assetsthe costof replacing part of such an item when
that cost is incurred, if the replacement part is expected to provide incremental future benefits to the Company. The
carryingamountofthereplaced part is derecognised. Repairs and maintenance are chargedto profit or loss during the
period in which they are incurred. '

Depreciation is charged so asto allocate the cost of assets less theirresidualvalue over their estimated useful lives,
using the straight-line method.

Depreciation is provided onthe following basis:

Long-term leasehold property - . Syears
Plantandmachinery - 3-4years
Fixtures and fittings - 4 years
Office equipment - _4years
Warehouseand storage equipment - 4 years
Capitalised inventory -+ 4-12years

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

Gains andlosses ondisposals are determined by comparing the proceeds with the carrying amount and are recognised
in the Statementof Comprehensive Income. .

» ]
1.8 Impairmentoffixed assets and goodwill

Assetsthat are subjectto depreciation oramortisation are assessed at eachreporting date to determine whether there
is any indication thattheassets areim paired. Where thereis any indication that an asset may be im paired, the carrying
value of the asset (or cash-generating unit to which the asset has been allocated) is tested for impairment. An
impairment loss is recognised for the amount by which the asset's carrying amount exceeds its recoverable amount.
The recoverable amount is the higher of an asset's (or CGU's) fair value less costs to sell and value in use. For the
purposesof assessing impairment, assets are grouped atthe lowest levels for which there are separately ‘- identifiable
cash flows (CGUs). Non-financial assets that have been previously impaired are reviewed at each reporting date to
assess whether there is any indication that the impairment losses recognised in prior periods may no longer exxst or
may havedecreased.
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Notes (continued)
1. ‘ Accounting policies (continued)
1.9 Valuation of investments
Investments in subsidiaries are measured at costless accumulated im pairment.
1.10  Stocks

Stocks are valuedatthe lower of costand net realisable value a fiermaking due allowance for obsolete and slow-
movingstocks. Cost includes all direct costs.

The company is involved with purchasing aircraftorengines. The purchase price paid is specific to the aircraft or
engine asa whole. The company may make sales of many components that are obtained from theaircraft orthe
engine. There is no purchaseprice allocated forthe individual components.

In line with standard industry practice, for each sale of a component, an element of the aircraft purchase price and
capitalised inventory cost is recognised in the Statement of comprehensive incomeas the costofthe goods sold. The
cost of the goods sold is calculated based on the forecast margins achievable from thesale of allthe components
taken from the originalengine oraircraft.

The carrying value ofthe inventory consists of the initial purchase price and capitalised inventory costs, lessall
. amounts recognised in the Statement of comprehensiveincomethrough the above outlined costs of good sold '
calculations.

1.11 Debtors

Short term debtors are measured at transaction price, less any impairment. Loans receivable aremeasured initially at
fairvalue, netof transaction costs,and are measured subsequently at amortised cost usingtheeffectiveinterest
method, less any impairment.

‘

1.12  Cashand cash equivalents

Cash isrepresented by cash in hand and deposits with financial institutions repayable without penalty onnotice of
not more than 24 hours. Cash equivalents are highly liquid investments that mature in no more than three months
from the date ofacquisitionandthatare readily convertible to known amounts of cash with insignificantrisk of
change in value.

1.13 Financial instruments

The Company only enters into basic financial instrumenttransactions.thatresult in the recognition of financial assets
and liabilities like trade and other debtors and creditors, loans from banks and other third parties, loans to related
parties and investments in ordinary shares.

Debt instruments (other than those wholly repayable orreceivable within one year), including loans and other
accounts receivable and payable, are initially measured at present value of the future cash flows and subsequently at
amortised cost using theeffective interest method. Debt instruments that are payable or receivable within one year,
typically trade debtors and creditors, aremeasured, initia lly and subsequently, atthe undiscounted amount of the
cash orother consideration expected to bepaid orreceived. However, if the arrangements ofa short-term instrument
constitute a financing transaction, like the paymentof a trade debt deferred beyondnormal business terms or in case
of an out-right short-tem loanthat is not at market rate, the financial assetor liability is measured, initially at the
present valueof future cash flows discounted at a market rate of interestfora similar debtinstrument and
subsequently at amortised cost, unless it qualifies asa loan from a director in the case of a smallcompany, ora
public benefit entity concessionary loan.
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Notes (continued)
1. Accounting policies (continued)
1.13  Financial instruments (continued)

Financialassets that are measured atcost and amortised costare assessedatthe end of each reporting period for
objective evidence of impairment. Ifobjectiveevidence ofimpairmentis found, animpairment loss is recognised in
the Statement of Comprehensive Income.

Forfinancialassets measured at amortised-cost, the impairment loss is measured as the difference betweenanasset's
carryingamountand the presentvalue of estimated cash flows discounted at the asset's origina leffective interest
rate.If a financial assethas a variable interestrate, the discount rate for measuring any impairment loss is the current
effective interest rate determined under the contract.

For financial assets measured at cost less im pairment, theimpairment loss is measured as the difference between an
asset's carryingamount arid best estimate oftherecoverable amount, which is an approximation ofthe amountthat
the Company would receive forthe assetif it were to be sold at the reporting date. --

Financial assets and liabilities are offset and the net amountreported in the Statement of Financial Position when
there is an enforceable right to set offthe recognised amounts and there is an intention to settle on anet ba31s orto
realise the asset and settle the liability simultaneously.

Derivatives, including interestrate swaps and forward foreign exchange contracts, are notbasic financial instruments.
Derivatives are initially recognised at fair value on the date a derivative contractis entered into and are subsequently
re-measured at their fair value. Changes in the fair value of derivatives are recognised in the Statement of
comprehensive income. The company does not currently apply hedge accounting for interest rate and foreign
exchange derivatives.

1.14 Creditors

Short term creditors are measured at the transaction price. Other financial liabilities, including bank loans, are
measured initially at fair value, net of transaction costs and are measured subsequently at amortised cost using the
effective interest method.

. . . .\
1.15  Foreigncurrency translation Functional and presentation currency
The Company's functional and presentational currency is USD.
Transactions andbalances

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

the transactions. .

At each period end foreign currency monetary items are translated using the closingrate. Non- monetary items
measuredathistorical cost aretranslated using the exchange rate at the date of thetransaction and non-monetary
items measuredatfair value aremeasured using the exchange rate when fair value was determined. _

Foreign exchange gains and losses resulting from the settlementof transactions and from the translationat period-
end exchangerates of monetary assets and liabilities denominated in foreign currencies are recognised in the
Statementof Comprehensive Income except when deferred in other comprehensive income as qualifying cash flow
hedges.

Foreign exchange gains andlosses that relate to borrowings and cashand cash equivalents are presented in the

Statement of Comprehensive Income within ‘finance income or costs'. All other foreign exchange gains and losses
are presented in the Statement of Comprehensive Income within 'other operating income".
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Notes (continued)

,

1. Accounting policies (continued)
1.16  Financecosts

Finance costs are charged to the Statement of Comprehensive Income overthe term ofthe debtusingthe effective
interest method so that the amount charged is at a constantrate on the carrying amount. Issue costs are initially
recognised as areduction in the proceeds ofthe associated capital instrument. ,

1.17  Operatingleases: the Company as lessee

Rentals paid under operating leases are chargedto the Statement of Comprehensive Income on a straight-line basis
overthe lease term.

Benefitsreceivedandreceivable as anincentiveto sign an operating leaseare recognised on a straight-line basis
overthe lease term, unless another systematic basis is representative ofthe time pattem ofthe lessee's benefit from

the use of the leased asset.

The Company has taken advantage of the optional exemption a vailable on transition to FRS 102 which allows lease
incentives on leases entered into before the date of transition to the standard 1 January 2018 to continueto be
charged overtheperiodto the first market rentreview ratherthan the term ofthe lease. '

1.18  Pensions
Defined contribution pension plan

The Company operates a defined contribution plan for its employees. A defined contribution planisa pensionplan
under which the Company pays fixed contributions into a separate entity. Once the contributions have been paidthe
Company hasno further payment obligations.

The contributions are recognised as an expense in the Statement of Comprehensive Incomewhenthey falldue.
Amounts not paid are shown in accruals as a liability in the Statementof Financial Position. The assets of.the plan
" are held separately from the Company in independently administered funds.

1.19  Borro wing costs

All borrowin gcosts are recognised in the Statement of Comprehensive Income in the year in which they are
incurred.

1.20  Provisions for liabilifies

Provisions are made where an eventhas taken place that gives the Company a legalor constructive obligation that
probably requires settlementby a transfer of economic benefit, and a reliable estimate can be made of the amount of
the obligation.

Provisions are chargedas an expense to the Statementof Comprehensive Income in the yearthat the Company
becomes aware ofthe obligation, and are measuredatthe best estimate at the Statement of Financial Position date of
the expenditure required to settle the obligation, taking into account relevantrisks and uncertainties.

When payments areeventually made, they are charged tothe provision carried in the Statementof Financial
Position.
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Notes (continued)

1. ‘Accounting policies (continued)
.

1.21  Current and deferred taxation

The tax expense for the year comprises currentand deferred tax. Tax is recognised in the Statement of Comprehensive
Income, except thata charge attributable toanitem ofincomeand expense recognised as other comprehensive income
or to an item recognised directly in equity is also recognised in other comprehensive income or directly in equity
respectively.

The current income tax charge is calculated on the basis of tax rates and laws that have been enacted or substantively
enacted by thereporting date in the countries where the Company operates and generates income.

Deferred tax balances are recognised in respect of all timing differences that have originated butnot reversed by the
Statementof Financial Position date, exceptthat

LI The recognition of deferred tax assets is limited to the extent that it is probable that they wﬂl be recovered
against the reversal of deferredtax liabilities or other future taxable profits; and

L Any deferred tax balances are reversed if and when all conditions for retammg associated tax allowances
havebeenmet.

)
Deferred tax balances are not recogmsed in respect of permanent differences except in respect of business
combinations, when deferred tax is recognised on the differences between the fair values of assets acquired and the
future tax deductions available for them and the differences between the fair values of liabilities acquired and the
amount that will be assessed for tax. Deferred tax is determined using tax rates and la ws that have been enacted or
substantively enacted by thereporting date. '

1.22  Exceptional items

Exceptional items are transactions that fall within the ordinary activities of the Company but are presented separately
dueto theirsize orincidence.

1.23  Research and development

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

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

2. Judgements in applyingaccounting policies and key sources of estimation uncertainty

The preparation ofthe financial statements requires management to make judgements, estimates and assumptions that
affect theapplication of accounting policies and reported amounts of assets, liabilities, income and expenses. Actual
results may differ from these estimates.

Estimates and underlying a ssumptions are reviewed onan ongoing basis. Estimates are based on historical experience
and other assumptions thatare considered reasonable in the circumstances. The actualamount or values may vary in
certain instances from the assumptions and estimates made. Changes will be recorded, with corresponding effect in
profit or loss, when, and if, better information is obtained.
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\

Notes (continued)
2. Judgementsin applying accounting policies and key sources of estimation uncertainty (continued)

Critical judgements that management have made in the process of applying accountingpolicies disclosed heren and
that have a significanteffect onthe amounts recognised in the financial statements relateto the following:

Inventory valuation

Stock models are used to value the carrying value of stock as wellas the costof'sale tobe recognised in the Statement
of comprehensive income. These include forecasted sales, forecasted costs and actual costs-incurred to date. There s
a detailed approval process for forecasted performance and estimates areupdated regularly.

Provision for doubtful debts.

Uninsured debts are regularly and carefully reviewed and a judgement made asto what level of provision is required
against default. This will be based on age of debt, knowledge of customer and communications with the customer.

J

3. Turnover
The whole of the turnover is attributable to sales, repairs and leasing of airline components.

Analysi/s of by country of destination:

2020 2019
$°000 $°000.
United Kingdom 14,449 24,682
United Stgtes of America 8,145 ' 24,794
Rest of the world ! 35,347 76,186
57,941 125,662
{
4. Operating (loss)/profit
The operating (loss)/profit is stated after charging/(crediting):
. 2020 2019
/$’000 $°000
Tangible fixed assets — depreciation ) ' 2,805° - 3,043
Intangible fixed assets — amortisation - - - 3
Exchange differences ; 71 241
Income received from the Coronavirus Job Retention Scheme 533 -
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Notes (continued)

5. Auditor's remuneration y)

2020 2019
$°000 $°000
Fees payable to the company’s auditor and its associates for the audit ofthe
company’s annual financial statements . . 72 70
Fees payable to the company’s auditor and its associates in respect of:
Taxation compliance services 12 10
Other non-audit fees , : - 49
-
\
6. Employees :
Staff costs, including directors' remuneration, were as follows:
2020 2019
$°000 , $°000
Wages and salaries o 7,122 10,982
Social security costs 1,313 1,589
Costof defined contribution scheme . 385 297
8,820 12,868

The average monthly numberof employees, including the directors, during the yearwasas follows:

2020 2019
No. No.
Average monthly number of employees ) 119 113

4

AN
7. Directors’ remuneration

2020 2019
$°000 $°000
Directors’ emoluments . 694 1,224
Company contributions to defined contribution pension schemes 113 111

807 1,335

During the yearretirement benefits were accruingto 1 director (2079: 7)in respect of defined contribution pension
schemes.

The highest paid directorreceivedremuneration of$565,128 (2019: $1,223,958). The valueof the company's

contributions paid to a defined contribution pension scheme in respect of the highest paid director amounted to
$109,417(2019: $111,265).
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Notes (continued) .
8. Interest payable and similar expenses ,
2020 2019
$°000 $°000
Bank interesfpayable 2,703 525
Finance leases and hire purchase contracts 3 6
2,706 531
9. Taxation : .
2020 ~ 2019
! $°000 $°000
Corporation tax / ‘
Current tax on (loss)/profit for the year (665) 2,731
Adjustments in respect of previous periods (195) (5)
) ]
Total current tax " (860) 2,726
Deferred tax
Origination and reversal of timing differences 146 141
Adjustments in respect of prior periods 128 9
Effect of tax rate change on openingbalance 91 -
Total deferred tax 365 150
Taxation on (loss)/profit on ordinary activities (495) 2,876

26



AerFin Limited
Annual report and financial statements
‘ ' ’ 31 December 2020

Notes (continued)

9. Taxation (continued) \

Reconciliation of effective tax rate

2020 2019

$°000 $°000
(Loss)/profit for the year - ) ‘ (2,458) . 8,843
Total tax (credit)/expense . '(495) 2,876
(Loss)/profitexcluding taxation - ‘ (2,953) 11,719
Tax usingthe UK corporation tax rate of 1 9"/::(2019: 19%) (561) 2,227
Effects of: - '
Non qualifying depreciation 7 (5)
Expenses not deductible for tax purposes 48 600
Adjustments due to exchange rate movements - 56
Non-taxable income : (13)
Reduction in tax rate on deferred tax balances - ‘ .9 -
Adjustment to tax charge in respect of prior periods . (67) 2)
Total tax (credit)/expense included in profit or loss ' (495) 2,876

’

Factors that may affect future taxcharges

A reductionin the UK corporation taxrate from 19%to 17%(effectivefrom 1 April2020) was substantively
enacted on 6 September 2016, and the deferred tax liability asat 31 December2019 had been calculatedbased on
thisrate. In the 11 March 2020 Budget, it was announced that the UK tax rate willremain atthe current 19%and
notreduceto 17%from 1 April2020. This will have a consequential effect onthe company’s future tax charge. The
deferred taxbalanceat 3 1 December2020 has been calculated based onthese rates.. *~

s

10. -  Exceptionalitems , .

2020 2019

$°000 $°000

Bonuses paid relating to the acquisition - 3,453

Professional fees ' 704 2,876
Financing costs » ’ - 164

Staff costs -redundancy ] 136 -

840 6,493

The exceptional costs relateto the acquisition ofthe group by CataCap, Professional fees in relationto theset-upof
the Management Investment program andthe 5-year strategy development. Staff costs relateto redundancy costs
resulting from the Covid-19 pandemic.
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Notes (continued)

11. Intangible assets

Cost
At 1 January 2020
Additions

)

At 31 December 2020

v
-

Amortisation
At 1 January 2020
Charge for the year

At 31 December 2020

Net book value
At 31 December 2020

At 31 December 2019

AerFin Limited
Annual report and financial statements
31 December 2020

Development =~ Trademarks Total
$°000 $°000 $°000

33 ’ S 38

33 5 - 38

33 5 38

33 5 38
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Notes (continued)

12. Tangiblefixed assets -

Cost or valuation
At | January 2020
Additions
Disposals

31 December 2020

Depreciation

At 1 January 2020
« Charge for the year

Disposals

31 December 2020

Net book value
At 31 December 2020

At 31 December 2019

Y

Furniture, fittings and equipment

AerFin Limited

Annual report and financial statements

31 December 2020

Long-
term Warehouse
leasehold Plantand  and storage Fixtures and Office  Capitalised
property machinery.  equipment fittings  equipment inventory Total
$°000 $°000 '$°000 $°000 $000 $°000 $000
56 1,908 692 1,342 1,187 22,914 28,099
- 1 15 41 113 1,974 2,144
- (23) - - - (924) (947)
56 1,886 707 1,383 1,300' 23,964 29,296
1 1,636 617 1,186 813’ 4,492 8,755
13 147 32 71 244 2,298 2,805
- (23) - - - (136) (159)
24 1,760 649 1,257 1,057 6,654 . 11,401
32 126 58 126 243 17,310 17,895
45 272 74 156 ' 375 18,422 19,344
{fhe net book value of assets held under finance leases or hire purchase contracts, included above, are as follows:
. .

2020 2019

S{’OOO $°000

11 63

11 63
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Notes (continued)

13. Fixed assetinvestments

Company

Cost or valuation
At 1 January 2020

At 31 December 2020

Impairment
At 1 January 2020

At 31 December 2020

Net bookvalue
At 31 December 2020

At 31 December 2019

AerFin Iréland Limited underwenta volun

register.

14. Stocks

Finished goods and goods for resale

15. Debtors

Trade debtors
Amounts owed by group undertakings
Prepayments and accrued income

AerFin Limited

Annual report and financial statements
31 December 2020

2020

~

$°000

71,723

2020
$°000

5,578
2,090
4,993

12,661

Investments in
subsidiary
companies

$°000

25

25

25

25

tary strike off during the yearand is no longer on the Irish company

2019
$000
(

77,349

Restated"
2019
$°000

10,717
2,090
5,118

17,925
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Notes (continued)
16. Cashand cash equivalents
‘ 2020 2019
$°000 $°000
Cash at bank and in hand 5,323 1,570
5,323 1,570
17. Creditors: Amounts falling due within one year
C Restated
2020 2019
$°000 $°000
1
Bank loans ) 1,358 -
Trade creditors . 2,116 ) 2,092
Amounts owed to group undertakings 1,510 247
Corporation tax 51 1,363
Other taxation and social secunty 228 282
Obligations under finance lease and hire purchase contracts 42 51
Other creditors 631 945
Accruals and deferred income : 4,940 8,327
10,876 13,307

Bank loans consist of$1,222,000 (207 9: $Nil) beingamounts falling due within one year in respect ofa loan-from
the Development Bank of Wales and $136,000(2079: $nil)due underthe group’s seniorrévolving credit facility.
See note 18 fordetails of repaymentterms.

Amounts owedto groupundertakings arerepayable on demandand interest free.

18. Creditors: Amounts falling due after more than one year
’ / Restated
2020 2019
$°000 $°000

i

Bank loans 61,960 59,979
Obligations under finance leases and hire purchase contracts 15 57
61,975 60,036

N

)
Bank loans consist 0f$4,016,000 (201 9: $Nil) being amounts falling a fter more than one yearin respect ofa loan

from the Development Bank of Wales and $57,944,000(2019: 359,979,000) due under the group’s senior revolving
credit facility.

The group’s seniorrevolving credit facility is secured via a fixedand floating charge over assets of the group headed
by Atlantic Offerco Limited. The facmty isin place until October2024 and interestis charged at 1-month USD
Libor+350 Bps.

The loan from the Development Bank of Wales, obtained in December 2020, is secured against certain assets of the
company anda second priority ranked fixedand floating charge overassets ofthecompany, repayable over36
months with interestonly being applied forthe first six months. Interestis chargedat 5%perannum.
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Notes (continued)
19.. Hire purchase and financeleases

Minimum lease payments under hire purchase falldue as follows:

‘ T 2020 2019
$°000 $°000
Within one year . 42 51
Between 1 —2 years o 15 - 57
- 51 ¢ - 108
20. Interest-bearingloans and borrowings
This note provides information about the contractual terms of the Company’s interest-bearing loans and borrowings,
which are measured atamortised cost. ' .
Restated
2020 2019
$000 $000
Creditors falling due more thanone year
Revolving credit facility 57,944 59,979
Secured bank loan 4,016 -
Finance lease liabilities 15 57
, 61,975 60,036

Creditors falling due within less than oneyear

Revolving credit facility 136 -

Secured bank loan 1,222 -

Finance lease liabilities 42 51
“ 1,400 .51

. 7
Secured bank loans consist of $5,238,000(2079: $Nil)amounts in respectof a loan from the Development Bank of
_ Wales. Theloan,obtained in December 2020, is repayable over 36 months with interest only being applied forthe
first six months. Interest is chargedat 5% per annum.

Amounts of $58,080,000(2019: $59,979,000) due underthe group’s seniorrevolving credit facility are secured via

a fixed and floating charge overallassets of the group headed by Atlantic Offerco Limited. The facility is in pla ce
until October2024 and interest is charged at 1-month USD Libor+350 Bps.

Terms and debt repayment schedule ‘

Currency nominal Year of Repayment 2020 2019
interest  maturity schedule $000 $000
rate ’
Revolving credit facility USD(S) Variable 2024 Variable 58,080 59,979
Secured bank loan . GBP(£) 5% 2023 Monthly 5,238 -
Finance lease liabilities GBP(£) Variable 2021 Monthly 57 108
63,375

(=)
N
oo
~)
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Notes (continued)

21. Deferred taxation
2020 2019
$°000 $°000
Atbeginning of year . ‘ (644) (494)
Charged to profitor loss : (365) . (150)
. At theend of year ' (1,008) (644)
The provision for deferred taxation is madeup as follows:
- 2020 ' 2019
$°000 $°000
Accelerated capital allowances - (1,013) (733)
Shortterm timing differences , 5 89
At the end of year ) ‘ © (1,008) (644)
22. Share capital >
2020 2019
$ : $
Allotted, called up and fully paid

115,741 (2019:115,741) Ordinary shares of £1 each 183,984 183,984

There is a single class of ordinary share. There are no restrictions on dividends and therepayment of capital.
Y

i

23. Reserves
Profitandloss account

Includes all current and prior period retained profits and losses.
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24, Commitments under operating leases

At 31 December2020 thecompany had future minimum lease payments under non-cancellable operating leases as
follows:

2020 ' 2019

$°000 $°000
Not later than 1 year 648 . 271
Later than 1 year and not later than 5 years 3,113 695
Later than 5 years 2,486 139
6,247 1,105

25.  Prioryearrestatement

During preparation ofthe current year financial statements, it was noted that in the prioryearaccounts the liability
in respect of theseniorrevolving credit facility of 59,979,000 was presented with ‘Creditors: Amounts falling due
within one year’ as: ‘Bank loans’ $6,479,000 and ‘ Amounts of owed to group undertakings’ $53,500,000. This has
been restated to ‘Creditors: Amounts falling due after more thanoneyear’ in the 2019 comparatives to reflectthe
that these amounts are extemalandduein 2024.

Further, the 2019 comparative intercompany balances havebeen restated to represent Debtors: Amounts owed by
group undertakings of $1,843,000to ‘Debtors: Amounts owed by group undertakings’ of $2,090,000 and ‘Creditors:
Amounts owed by group undertakings’ 0£$247,000, i.e. increasing debtors, and decreasing creditors due within one
yearby $247,000. In theprioryearaccounts inter-company debtor and creditoramounts hadnotbeen offset against
the appropriate counterparties. This reclassification corrects that.

The restatementto reclassify liabilities and associated intercompany balances has no impact on profit, net assetsand
capitaland reserves as reportedin the prioryear.

26. Related party transactions.

During the year, the company madepurchases of $181,970 (2079: §453,532) from CataCap Management NS.
CataCapManagement NS, an entity incorporated in Denmark; is the ultimate controlling party. The company-also
madea purchaseof $1,650,000 from REDI216 Limited, an entity mcorpomted in Englandand Wales, AerFin
Director Robert James is the ultimate controlling party.

At the year-end, the company owed R James, a directorand shareholder, $nil(2079: $426,915).-

The group has taken theexemption permitted by Financial Reporting standard 102 section 33 notto discloseany
related party transactions with any companies in the group headed by Atlantic Holdco Limited, on the basis that they
are a wholly owned group and consolidated accounts arepublicly a vailable.

27. Controlling party

The immediate parent company by virtue ofits 100%shareholding in the Company is AerFin Holdings Limited,
registered in the United Kingdom. The ultimate parentcompany and controlling party is considered to be CataCap
Management A/S.

The accounts are consolidated atan AerFin Holdings/Atlantic Holdcolevel. Accountsare available atUnit D
Greenway, Bedwas House Industrial Estate, Bedwas, Caerphilly, Mid Glamorgan, CF83 8DW.
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