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Pattonair Group Limited

Strategic report
for the year ended 31 December 2020

The directors present their strategic report for the year ended 31 December 2020.
Principal activity

The principal activity of the Company is an intermediate holding company and this is expected to
continue for the foreseeable future.

Business review and future developments

The statement of comprehensive income and the balance sheet of the Company is set out on
pages 11 and 12 respectively. The Company generated a profit of £1,325,000 for the year, (year
to December 2019 (Unaudited): £215,217,000.) The Company holds investments in an
intermediate holding company, which in turn hold a number of investments in UK and overseas
companies of the wider Pattonair Group.

During the prior year, the Pattonair Group undertook a legal entity and intercompany loan
rationalisation project aimed at reducing the number of entities in the wider Pattonair Group and
simplifying the number of intercompany balances within the Group. As part of this exercise, the
Company waived loan receivables from its subsidiary of £25.6 million; this has been recognised as
a loss In the profit and loss. In addition to this, a8 number of the Company's subsidiaries performed
capital reductions during the year to create realisable, distributable reserves, thus enabling them
to make dividend payments to the Company of £240.9 million. As a result of these dividends, some
of the Company'’s subsidiaries no longer had underlying net assets or cash flows to support their
investment carrying values and an impairment loss was recognised. The subsidiaries were
subsequently dissolved; to the extent dividends income received from the subsidiary exceeds the
impairment loss, this has been present net in the Company’'s income statement as this is
considered to be a return on invested capital. The Company also distributed, as a dividend o its
immediate parent, intercompany loan receivables totalling £328.7 million. The Company also
undertook a capital reduction, reducing its share capital by £77.0 million and creating distributable
reserves for the same amount.

Key performance indicators

It is the directors' opinion that as this is not a trading entity, there are no key performance indicators
that are used or relevant to the Company.

Principal risks & uncertainties

As the company acts as an intermediate holding company, the performance of investments is
considered a principal risk. The directors regularly review the performance of subsidiary companies
and receive delailed performance information that enable them to identify risks of potential
impairment.

There are no other additional risks in the company than those disclosed in the consolidated
financial statements of Wesco Aircraft Holdings inc.

Financial risk management

Given the size of the Company, the directors have not delegated the responsibility of monitoring
financial risk management to a sub-committee of the board. The policies set by the board of
directors are implemented by the Group's finance department and are managed for this
Company within the wider Group policy.



Pattonair Group Limited

Strategic report‘
for the year ended 31 December 2020

Brexit

In June 2016, the United Kingdom voted to leave the European Union, leading to uncertainty in
the financial markets and the wider economy. The full impact remains unclear until the outcome
of political and trade negotiations is finalised. The Company’s risk from this have been assessed
alongside their potential impact and we will continue to monitor the on-going situation.

On behalf of the Board

10 March 2022



Pattonair Group Limited

Directors’ repoit
for the year ended 31 December 2020

The directors present their report and the audited financial statements for the year ended 31
December 2020.

Coronavirus pandemic

In March 2020, the World Health Organization categorized the novel coronavirus ("COVID-19") as
a pandemic. The COVID-19 health crisis poses significant and widespread risks to our business
as well as to the markets in which we operate. To limit the spread of COVID-19, governments have
taken various actions lo slow and otherwise control the spread of COVID-19, including the issuance
of stay-at-home orders, social distancing guidelines and the distribution of vaccines.

We have experienced significant disruption to our business as a result of COVID-19 and the
resulling reduction in aircraft production rates and significant reduction in commercial aircraft travel.
Even as international and local restrictions are modified or lifted and vaccinations are more widely
distributed, changes in consumer behavior and health concerns could continue to adversely impact
commercial aircraft travel which could reduce the overall demand. The COVID-19 pandemic and
its impact on our customers and the industry has had and could continue to have a material impact
on our consolidated results, cash flows and financial condition.

The disruption to the commercial aerospace indusltry as a resuit of COVID-19 has adversely
impacted our global sales, profitability and cash flows. In addition to integration plans and cost
savings actions already implemented, we have developed, have executed, and are continuing to
execute plans to further reduce costs and will maintain such cost control as long as circumstances
require. These plans include headcount reductions, delay or elimination of some non-essential or
discretionary spending, reduced inventory purchases and the delay of certain discretionary capital
outlays.

Liquidity and capital resources

All Wesco Aircraft Holdings, Inc. UK companies, including Pattonair Group Limited and its
subsidiaries are directly and indirectly funded by a US parent company, Wesco Aircraft Holdings,
Inc. ("Incora”) through intercompany arrangements which are repayable on demand. No significant
cash or external borrowings are held in the UK. Due to this, the company is reliant on support and
has received a letter of support from Wesco Aircraft Holdings, Inc. indicating that it will continue to
make funds available to the company and will not seek repayment of any amounts owed where
such repayment could impair the liquidity of the company. This will enable the company to continue
in operational existence for the foreseeable future. The letter covers a period of at least 12 months
from the date of signing these financial statements. The directors have assessed the ability of the
US parent to provide support and in doing so reviewed the going concern assessment of the group.

Incora’s primary sources of liquidity are cash and cash equivalents, and available borrowings under
a $475 million ABL Revolving Facility ("ABL").



Pattonair Group Limited

Directors’ report
for the year ended 31 December 2020 (continued)

Due to fluctuations in Incora's cash flows it is necessary from time to time to borrow under the ABL.
Provided borrowing are within defined borrowing base limits, Incora can borrow up to $475 million
on the ABL facility.

As of 28 February 2022, the ABL agreement contained two borrowing base limits which are
measured weekly: (1) outstanding borrowings may not exceed the lotal of eligible accounts
receivable plus eligible inventory and (2) outstanding borrowings plus $47.5 million may not exceed
eligible cash plus eligible accounts receivable plus eligible inventory. These limitations are not
considered covenant defauits and must be cured in the following week if either one of them is
breached. Incora is in compliance with these limitations.

Going Concern

incora's directors performed a liquidity forecast for the period from approval of these financial
statements to 30 June 2023, the 'base case’, which is inclusive of the expected further impact of
COVID-19 on operations, semi-annual debt interest payments, and financing instruments currently
available.

As 3 part of the base case forecast to 30 June 2023, Incora's directors produced a severe but
plausible downside analysis which assumed a delay in industry recovery of two quarters.

We anticipate that cash and cash equivalents and borrowing capacity will continue to be made
available to us under Incora's ABL Facility will be sufficient to meet our liquidily requirements for
the next twelve months. Incora would have $6 million of available resources at the low point of 31
May 2023 in the base case and would require an incremental paydown on its ABL of $35 million at
the low point at 30 June 2023 in the downside case as well as an absence of any borrowing base
limitation breaches (after the assumed ABL payment was made), with the value dependent upon
the Group's success in achieving its mitigating actions to preserve cash, over a twelve-month
horizon from the date of signing these accounts.

However, since we cannot fully exclude that in the worst possible cases the effects of COVID-19
on Incora's recovery could be significantly more protonged and pronounced than modelled, neither
can we fully exclude all uncertainty over additional measures management might undertake in
response lo COVID-19, the company's ability to rely on its letter of support from its U.S. parent
company, and the possibility that additional liquidity may need to be obtained to maintain the
business as a going concern.

The uncertainty of Incora’s recovery and therefore the ability to provide funding that the company
may require and fulfill the obligations set out in its letier of support in the downside scenario noted
above would indicate the existence of a material uncertainty which may cast significant doubt about
the company's ability to continue as a going concern. The Financial Statements do not include the
adjustments that would result if the company was unable to continue as a going concern.
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Directors’ report

for the year ended 31 December 2020 (continued)

The uncertainty of Incora's recovery and therefore the ability to provide funding that the company
may require and fulfill the obligations set out in its letter of support in the downside scenario noted
above would indicate the existence of a material uncertainty which may cast significant doubt about
the company's ability to continue as a going concern. The Financial Statements do not include the
adjustments that would result if the company was unable to continue as a going concern.
Dividends

The directors do not recommend the payment of a dividend in respect of the year ended 31
December 2020 (31 December 2019: £nil). -

Future developments
These are discussed as part of the Strategic report on page 2.
Financial risk management

Commentary on financial risk management of the business is included as part of the Strategic
report on page 2.

Directors

The directors who held office during the period ended 31 December 2020 and up to the date of
signing the financial statements are given below:

CA Humphreys _ (resigned 2 November 2020)

DR Landry (appointed 2 November 2020)
M Whatling (appointed 2 November 2020)
TJ Galiagher (appointed 2 November 2020, resigned 17 September 2020)

WR Hollinshead



Pattonair Group Limited

Directors’ report
for the year ended 31 December 2020 (continued)

Statement of directors’ responsibilities for the year ended 31 December 2020

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

Company law requires the directors to prepare financial statements for each financial period. Under
that law the directors have prepared the financiai statements in accordance with United Kingdom
Generally Accepted Accounting Practice (United Kingdom Accounting Standards, comprising FRS
102 “The Financial Reporting Standard applicable in the UK and Republic of Ireland”, and
applicable law). 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 the financial statements, the directors
are required to:

. select suitable accounting policies and then apply them consistently;

. state whether applicable United Kingdom Accounting Standards, comprising FRS 102, have
been followed, subject to any material departures disclosed and explained in the financial
slatements;

. make judgements and accounting estimates that are reasonable and prudent; and

. prepare the financial statements on the going concern basis unless it is inappropriate to

presume that the company will continue in business.

The directors are 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.

The directors are also responsible for safeguarding the assets of the company and hence for taking
reasonable steps for the prevention and detection of fraud and other irregularities.

Directors’ confirmations
In the case of each director in office al the date the Directors' Report is approved:

e so far as the director is aware, there is no relevant audit information of which the
Company's auditors are unaware; and

e they have taken all the steps that they ought to have taken as a director in order to make.
themselves aware of any relevant audit information and to establish that the Company's
auditors are aware of that information.

Independent auditors

PricewaterhouseCoopers LLP have indicated their willingness to continue in office and a resolution
concerning their reappsintment will be proposed at the annual general meeting.

On behalf of the Board

4 Mihathrfg~

birector
10 March 2022



Independent auditors’ report to the members of
Pattonair Group Limited

Report on the audit of the financial statements

Opinion
In our opinion, Pattonair Group Limited's financial statements:

s give a true and fair view of the state of the company's affairs as at 31 December 2020 and of its profit for
the year then ended;

¢ have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Practice
(United Kingdom Accounting Standards, comprising FRS 102 "The Financial Reporting Standard applicable
in the UK and Republic of Ireland”, and applicable law); and

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

We have audited the financial statements, inclu&ed within the Annual report and financial statements (the “Annual
Report”), which comprise: the Balance sheet as at 31 December 2020; the Statement of comprehensive income and
the Statement of changes in equity for lhe year then ended; and the notes to the financial statements, which include
a description of the significant accounting policies.

Basis for opinion

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

Independence

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

Material uncertainty related to going concern

In forming our opinion on the financial statements, which is not modified, we have considered the adequacy of the
disclosure made in note 3 and 16 to the financial statements concerning the company's ability to continue as a going
concem. The company is dependent on a letter of support from a US parent company, Wesco Aircraft Holding Inc.
The future cash flows and covenant compliance of the incora group, headed by Wesco Aircraft Holding Inc., are
dependent on the group's rate of recovery from the impact of Covid-19, which has had a significant impact on the
global commercial aerospace sector. At the date of approval of these financial statements, Covid-19 continues to
cause significant global disruption and uncertainty. As a result, the group's recovery could be significantly more
prolonged and pronounced than modelled, which may impact the group's ability to generate the cash flows required
to fulfil the letter of support. These conditions, along with the other matters explained in note 3 to the financial
statements, indicate the existence of a material uncertainty which may cast significant doubt about the company's
ability to continue as a going concern. The financial statements do not include the adjustments that would result if the
company were unable to continue as a going concern.

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

Our responsibilities and the responsibilities of ihe directors with respect to going concern are described in the retevant
sections of this repont. )



Reporting on other information

The other information comprises all of the infarmation in the Annual Report other than the financial statements and
our auditors’ report thereon. The directors are responsible for thé other information. Our opinion on the financial
statements does not cover the other information and, accordingly, we do not express an audit opinion or, except to
the extent othenwvise explicitly stated in Lhis report, any form of assurance thereon.

In connection with our audit of the financial statements, our responsibilily is to read the other information and, in doing
s0, consider whether the other information is materially inconsistent with the financial statements or our knowledge
obtained in the audit, or otherwise appears to be materially misstated. If we identify an apparent material inconsistency
or material misstatement, we are required to perform procedures to conclude whether there is 2 malerial misstatement
of the financial statements or a material misstatement of the other information. If, based on the work we have
performed, we conclude that there is a material misstatement of this other information, we are required to report that
fact. We have nothing to report based on these responsibililies.

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

Based on our work undertaken in the course of the audit, the Companies Act 2006 requires us also to report certain
opinions and mallers as described below.

Strategic report and Directors' report

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

In light of the knowledge and understanding of the company and its environment obtained in the course of the audit,
we- did not identify any material misstatements in the Sirategic report and Directors' report.

Responsibilities for the financial statements and the audit

Responsibilities of the directors for the financial statements

As explained more fully in the Stalement of directors' responsibilities, the directors are responsible for the preparation
of the financial statements in accordance with the applicable framework and for being satisfied that they give a true
and fair view. The directors are also responsible for such internal control as they determine is necessary o enable
the preparation of financial statements that are free from material misstatement, whether due to fraud or error.

In preparing the financial statemants, the directors are responsible for assessing lhe company’s ability lo continue as
a going concern, disclosing. as applicable, matters related to going concern and using the going concern basis of
accounting unless the directors either intend to liquidate the company or to cease operations, or have.no realistic
alternative but to do so.

Auditors’ responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from
material misstalement, whether due to fraud or error, and 1o issue an auditors' report that includes our opinion.
Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in-accordance with
ISAs (UK) will always detect a material misstatement when it exists. Misstatements can arisé from fraud or error and
are considered materia! 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.

Irregularities, including fraud, are Instances of non-compliance with laws and regulations. We design procedures in
line with our responsibilities, autlined above, to detect material misstalements in respect of irregutarities, including
fraud. The extent to which our procedures are capable of detecling Irregularities, including fraud, is detailed below.



Based on our understanding of the company and industry, we identified that the principal risks of non-compliance with
laws and regulations related to UK tax legislation, and we considered the extent to which non-compliance might have
a material effect on the financial statements. We also considered those laws and reguiations that have a direct impact
on the financial statements such as the Companies Act 2006. We evaluated management’s incentives and
opportunities for fraudulent manipulation of the financial statements (including the risk of override of controls), and
determined that the principal risks. were related to posting of unusual journa! entries or manipulaling accounting
estimates which could be subject to management bias. Audit procedures performed by the engagement leam
Included:

« Reviewing minutes of meetings of those charged with governance;

» Enquiry of management and those charged with governance around actual and potential litigation and claims;

* Reviewing financial statement disclosures and testing to supporting documentation to assess compliance with
applicable laws and regulations; and

e Auditing the risk of management override of conirals, including through testing journal entries and other
adjustments for appropriatenoss and testing accounting estimates (because of the risk of management bias).

There are inherent limitations in the audit procedures described above. We are less likely to become aware of
instances of non-compliance with laws and regulations that are not closely related to events and transactions reflected
in the financial statements. Also, the risk of not detecting a material misstatement due lo fraud is higher than the risk
of not detecting one resulting from error, as fraud may involve deliberate concealment by, for example, lorgery or
intentional misrepresentations, or through collusion.

A further description of our responsibliities for the audit of the financial statements Is located on the FRC's website at:
www.frc.org.uk/auditorsresponsibilities. This descriplion forms part of our auditors’ report.

Use of this report

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

Other required reporting

Companies Act 2006 exception reporting
Under the Companies Act 2006 we are required to report to you if, in our opinion:

« we have not obtained all the information and explanations we require for our audit; or

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

« certain disclosures of directors' remuneration specified by law are not made; or

« the financial statements are nol in agreement with the accounting records and returns.

We have no exceptions to report arising from this responsibility.

Other matter

The financial statements for the year endaed 31 December 2019, forming the correspanding figures of the financial
statements for the year ended 31 December 2020, are unaudited.

RichagaKay (Senior Statutory Auditor)

for and on behalf of PricewaterhouseCoopers LLP
Chartered Accountants and Statutory Auditors
Birmingham

11 March 2022
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Pattonair Group Limited

Statement of comprehensive income
for the year ended 31 December 2020

Unaudited

Year ended . Year endeéd

31 December 31 December

Note 2020 2019

£'000 £'000

Administrative expenses - non-recurring 6 (67) (25,628)

Administrative expenses {7) (54)

Operating loss 7 (74) (25,682)

Impairment of fixed asset investments - (174)

Income from shares in group urndertakings - 240,872
Interest receivable and similar income 8 314 7317

Interest payable and similar charges 9 (9) (8)

Profit before taxation 231 215,739

Tax on profit 10 1,094 (522)

Profit for the financial year 1,325 215,217

All results in the current and prior financial periods.relate to continuing operations.

1



Pattonair Group Limited

Balance sheet
as at 31 December 2020

Unaudited
31 December 31 December
2020 2019
Note £000 £'000
Fixed assets
Investments 11 7 7
Current assets
Debtors 12 88,677 62,394
Cash at bank and in hand 88 1,144
88,765 63,538
Creditors: amounts falling due within one year 13 (84,048) (60,146)
Net current assets ] 4,717 3,392
Total assets less current liabililiés 4,724 3.399
Net assets 4,724 3,399
Capital and reserves
Called up share capital . 14 . -
Profit and loss. account 4,724 3.399
Total shareholders’ funds 4,724 3,399

The notes to the financial statements on pages 14 to 27 form an integral part of these financial
statements,

These financial statements on pages 11 to 27 were approved by the Directors on 10 March 2022.
Signed on behalf of the Board of Directors.

Director
10 March 2022 Registered number: 07525301
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Pattonair Group Limited

Statement of changes in equity

for the year ended 31 December 2020

Called up
share capital

Profit-and

loss account:

Total

shareholders’

funds
£000 £'000 £'000
Balance at 1 January 2020 (unaudited) E 3,399 3,399
Total comprehensive income for the year
Profit for the financial year - 1,325, 1,325
Balance at 31 December 2020 - 4,724 4,724
. . Total
shaﬁ: 2:;‘;1;15- los: ?cftl:toaur;g shareholders’
funds
£'000 £000 £000
Balance at 1 January 2019 (unauditéd) 77,013 39:839 116,852
Total comprehensive income for the year
Profit for the financial year (unaudited) - 215,217 215,217
Transactions with owners, recorded
directly in equity
Capital reduction (unaudited) (77,013) 77,013 -
Dividends (unaidited) - (328,670) (328,670)
(77.013) (251,657) (328.670)
Balance at 31 December 2019 (unaudited) - 3,399 3,399

13,



Pattonair Group Limited

Notes to the financial statements
for the year ended 31 December 2020

General information

Pattonair Group Limited is a private company. limited by shares and incorporated in the United
Kingdom under the Companies Act. The address of the registered office is given on page 1. The.
nature of the company's operations and its principal activities are set out in the Strategic report on
page 2. ’

Statement of compliance

These financial statements were. prepared in compliance with United Kingdom Accounting
Standards, including Financial Reporting Standard 102, "The Financial Reporting Standard
applicable in the United Kingdom and Republic of reland™ ("FRS 102") and the Companies Act 2006.
The presentation currency of these financial statements is sterling. All amounts in the financial
statements have been rounded to the nearest £1,000.

Summary of significant accounting policies

The following accounting policies have been applied consistently in dealing with items which are
considered material in refation to-the Company's financial statements.

Exemptions for qualifying entities under FRS102

The Company is exempt by virtue of s400 of the Companies Act 2006 from the requirement to
prepare -group financial statements. Thése financial statements present information about the
Company as an individual undertaking and not about its group.

The Company's intermediate parent undertaking, Wesco Aircraft Holdings Inc, includes the
Company in its consolidated financial statements. The consolidated financial statements of Wesco
Aircraft Holdings Inc are prepared in accordance with US GAAP and are available to the public and
filed with these financial statements. In these financial statements, the company is considered to
be a qualifying entity (for the purposes of this FRS) and has applied the exemptions available under
FRS 102 in respect of the following disclosures:

e Cash Flow Statement and related notes; and
» Key Management Personnel compensation.

As the consolidated financial statements of Wesco Aircraft Holdings Inc include the equivalent
disclosures, the Company has also taken the exemptions under FRS 102 available in respect of the
following disclosures:

e The financial instrument disclosures required under FRS 102 paragraphs 11.41(b), 11.41(c),
11.41(e), 11.41(f), 11.42, 11.44, 11.45, 11.47, 11.48(a)(iii). 11.48(a)(iv) and 11.48(b) as the
information is provided in the consolidated financial statement disclosures.

Basis of preparation

The accounting policies set out below have, unless otherwise stated, been applied consistently to
all periods presented in these financial statements.

The financial statemerits are prepared on the historical cost basis.

The Functional currency of the Company is USD however the financial statements are presented in
GBP.



Pattonair Group Limited

Notes to the financial statements
for the year ended 31 December 2020 (continued)

Summary of significant accounting policies (continued)

Going concern

Theé directors are required to prepare the financial statements on the: going concern basis unless it
is inappropriate to presume that the. Company will continue in business. The COVID-18 pandemic
‘has had a significant impact en the. Company.

The uncertainty of Incora’s recovery and therefare the ability to provide funding that the company
may require and fulfill the obligations. set out in its letter of support in the downside scenario as
outlined in note 16 would indicate the existence of a material uncertainty which may cast significant
doubt about the company's ability to continue as a going concern. The Financial Statements do
not include the: adjustments that would result if the company was unable to continue as a going
concern. The director's full evaluation of this is described in note 16.

On the basis of their-assessment of the. Company's financial position, the Company's directors
have a reasoriable expectation that the Company will be able to continue ih operational existence
for the foreseeable future and have obtained a letter of support from Wesco Aircraft Holding Inc.
Thus they continue to adopt the going conceérn basis of accouriting in preparing these annual
financial statements.

Classification of financial instruments issued by the company

In accordance with FRS 102 section 22, financial instruments issued by the Company are treated
as equity only to the extent that they meet the following two.conditions:

(a) they include no contractual obligations upon the company to deliver cash or other financial
assets or to exchange financlal assets or financial liabilities with another party under
conditions that are potentially unfavourable to the company; and

(b} where the instrument will or may be settled in the company's own equily instruments, it is
either a non-derivative that includes no obligation to deliver a variable number of the
company’s own equity instruments or is a derivative that will be settled by the company's
exchanging a fixed amount of cash or other financial assets for a fixed number of its own

equity instruments.
To the extent that this definition is not met, the proceeds of issue are classified as a financial
liability. Where the instrument so classified takes the legal form of the company's own shares, the
amounts presented in these financial statements for called up share capital and share premium
account exclude amounts in relation to those shares.

Basic financial instruments

The Company has chosen to adopt Sections 11 and 12 of FRS 102 in respect of financial
instruments.

Financial assets

Basic financial assets, including trade and other receivables and cash and bank balances, are
* initially recognised at transaction price, unless the arrangement constitutes a financing
transaction, where the transaction is measured at the present value of the future receipts.
discounted at a market rate of interest.

Such assets are subsequently carried at amortised cost using the effective interest method.

Al the end of each reporting period financial assets measured at amortised cost are assessed for
objeclive evidence of impairment. If an asset is impaired the impairment loss is the difference:
between the carrying amount and the present value of the estimated cash flows discounted at the
assel's original effective interest rate. The impairment ioss is recognised in the statement of
comprehensive income. .



Pattonair Group Limited

Notes to the financial statements
for the year ended 31 December 2020 (continued)

Summary of significant accounting policies (continued)
Basic financial instruments (continued)

If there is decrease in the impairment loss arising from an event occurring after the impairment was
recognised, the impairment is reversed. The reversal is such'that the current. carrying amount does
not exceed what the carrying amount would have been had the impairment not previously been
recognised. The impairment reversal is recognised in the statement of comprehensive income.

Financial assets are derecognised when (a) the contractual rights to the cash flows from the asset
expire or are settled, or (b) substantially all the risks and rewards of the ownership of the assst are
transferred to anather party or (c) despite having retained some significant risks and rewards of
ownership, control of the asset has been transferred to another party who has the practical ability
to unilaterally sell the asset to an unrelated third party without imposing additional restrictions.

Financial liabilities

Basic financial liabilities, including trade and other payables, bank loans and loans from fellow
Group-companies, are initially recognised at transaction price, uniess the arrangement constitutes
a financing transaction, where the debt instrument is measured at the present value of the future
receipts discounted at a market rate of interest.

Debt instruments -are subsequently carried at amortised cost, using the effective interest rate
method.

Trade payables are obligations to pay for goods or services that have been acquired in the ordinary
course of business from suppliers. Accounts payable are classified as current liabilities if payment
is due within one year or less. If not, they are presented as non-current liabilities. Trade payables
are recognised Initially at transaction price and subsequently measured at amortised cost using
the effective interest method. If the arrangement constitutes a financing transaction, for example if
payment is deferred beyond normal business. terms, then it is measured at the present value of
future payments discounted at a market rate of instrument for a similar debt instrument,

Financial liabilities are derecognised when the liability is extiriguished, that is when the ¢ontractual
obligation is discharged, cancelled or expires.

Foreign currencles

Transactions in foreign currencies are translated to the Company's functional currency at the
foreign exchange rate ruling at the date of the transaction. Monetary assets and liabilities
denominated in foreign currencies at the balance sheet date are retranslated to the functional
currency at the foreign exchange rate ruling at thal date. Non-monelary assets and liabilities that
are measured in terms of historical cost in a foreign currency are. translated using the exchange
rate at the date of the transaction. Non-monetary assets and liabilities denominated in foreign
currencies that are stated at fair value are retranslated to the funclional currency at foreign
exchange rates ruling at the dates the fair value was determined. Foreign exchange differences
arising on translation are recognised in the statement of comprehensive income.

Cash and cash equivalents

Cash and cash equivalents includes cash in hand, deposits held at call with banks, other short-
term highly liquid investments with original maturities of three months or less and bank overdrafts.
Bank overdrafts are shown within barrowings in current liabilities.

Investments

Investments in subsidiary undertakings are stated at cost, less any provision for impairment.
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Pattonair Group Limited

Notes to the financial statements
for the year ended 31 December 2020 (continued)

Summary of significant accounting policies (continued)

Interest receivable and Interest payable

Interest payable and similar charges include interest payable and net foreign exchange fosses that
are recognised In the statement of comprehensive income (see foreign currency accounting policy).

Other interest receivable and similar income include interest receivable on funds invested and net
foreign éxchangs gains.

Interest income and interest payable are recognised in the statement of comprehensive income as
they accrue, using the effective interest method.

Dividend income.

Dividend income is recognised in the statement of comprehensive income on the date the
company's right to receive payments is established.

Taxation

Taxation on the profit or loss for the period comprises current and deferred tax. Tax is recognised
in the statement of comprehensive income except to the extent that it relates to items recognised
directly in equity or other comprehensive income, in which case it is recognised directly in equity
or other comprehensive income.

Current tax is the expected tax payable or receivable on the taxable income or loss for the period,
using tax rates enacted or substantively enacted at the balance sheet date, and any adjustment to
tax payable in respect of previous years.

Deferred tax is provided on timing differences which arise from the inclusion of income and expenses
in tax assessments in periods different from those in which they are recognised in the financial
statements. The following timing differences are not provided for: differences between accumulated
depreciation and. tax allowances for the cost of a fixed asset if and when. all conditions for retaining
the tax allowances have been met; and differences relating to investments in subsidiaries, to the
extent that it is not probable that they will reverse in the foreseeable future and the reporting entity is
able to control the reversal of the timing difference. Deferred tax is not recognised on permanent
differences arising because certain types of income or expense are non-taxable or are disallowable
for tax or because certain tax charges or allowances are greater or smaller than the corresponding
income or expense.

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

Share capital

Ordinary shares are classified as equity. Incremental costs directly attributable to the issue of new
ordinary shares or options are shown in equity as a deduction, net of tax, from the proceeds.
Distributions to equity holders

Dividends and other distributions to the Group's shareholders are recognised as a liability in the
financial statements in the period in which the dividends and other distributions dre: approved by
the shareholders. These amounts are recognised in the statement of changes in equity.

Related party transactions

The Company discloses transactions with related parties which are not wholly owned within the
same Group. Where appropriate, transactions of a similar nature are aggregated unless, in the
opinion of the directors, separate disclosure is necessary to understand the effect of the
transactions on the Group financial statements.



Pattonair Group Limited

Notes to the financial statements
for the year ended 31 December 2020 (continued)

3 Summary of significant accounting policies (continued)
.E?(ceptlonal items

Exceptional items have been disclosed separately within operating profitron»'lhe basis that the items
are exceptional by size or nature and are considéred by the Directors to be outside the normal
course of business.

4 Critical accounting judgements and key sources of estimation uncertainty

In the:application of the Company's accounting policies, which are described in note 3, the directors
are required to make judgements, estimates and assumptions about the carrying amounts of
assets and liabilities that are not readily apparent from othér ‘Sourcés. The estimates and
associated assumptions are based on historical experience and other factors that are considered
to'be relevant. Actual resuits may differ from these estimates.

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

There are no estimates or assumptions which have a significant risk of causing a material
adjustmen to the carrying amounis of assets and liabilities within the nexl financial year.

5 Employee information

The Company did-not have any employees, other than the directors, during the year ended 31
‘December 2020 (year ended 31 December 2019: None).

6 Administrative expenses — non-recurring

Unaudited

31 December 31 December

2020 2019

£'000 £'000

Others 67 -
Waiver of intercompany loan balances - 25,628

67 25,628

Non-recurring administrative: expenses relate to one-off costs in relalion to programme.
implementalions and merger costs relating to professional advice on the Reorganisation and
Waiver of intercompany loan balances.
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Pattonair Group Limited

Notes to the financial statements

for the year ended 31 December 2020 (continued)

7 Operating loss:

9’

Audit fees of £4,500 (year ended 31 December 2019: £nily have been borne by a fellow group
company, Pattonair (Derby) Limitéd, and: have not béen récharged.

The directors. did not receive any emoluments In respect of their services to the Company.
Disclosure; of the directors emoliiments received for the Group are included in Pattonair Holdings

Limited's financial statements.

8 Interest receivable and similar income

Unaudited

Year ended Year ended

31 December 31 December

2020 2019

£'000 £000

Bank interest.receivable 1 8

[nterest receivable on amounts due from group undertakings 213 205

Foreign exchange.gains 100 518
314 731

9 Interest payable and similar charges

Unaudited

Year ended Year énded

31 December 31 Decémber

2020 2019

£'000 £'000

Interest payable on amounts-due to group undertakings 9 8
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Pattonair Group Limited

Notes to the financial statements
for the year ended 31 December 2020 (continued)

Tax on profit

a) Taxincluded in statement of comprehensive income

Unaudited
Year ended Year ended
31 December 31 Decerfiber
2020 2019
-£'000 £'000

Current tax
UK current tax on profit for the year (570) 522
Adjustments.in respect of prior years (524) -
Total current tax (credit)/charge (1,094) 522

b) Reconciliation of effective tax rate

Tax assessed for the period is lower (31 December 2019: lower) than the standard rate of
corporation tax in the UK for the: year erided 31 December 2020 of 19% (penod ended 31

December 2019: 19%). The differences are explained below:

Unaudited

Year ended Year ended

31 December 31 December

2020 2020

£'000 £'000:

Profit before taxation ’ 231 215,739

;reofln)l }zngfltgpg;d(gg:ge1s£):;jard rate of corporatton tax in 44 40.990
Effects of:.

Expenses not deductible for tax purposes 6 12,284

Income not taxable - (53,147)

Transfer pricing adjustment (620) 327

Other - 68

Adjustments in respect of prior years ~ (524) -

Total tax (credit)/charge for the year . . (1,094) 522
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Pattonair Group Limited

Notes to the financial statements

. for the year ended 31 December 2020 (continued)

Tax on profit (continued)

There are no recognised or unrecognised deferred tax balances. in the current period or previous:
year. The company wiil relieve the benefit of tax losses to another group company worth £nil (31
December 2019: £105,000). No tax losses. will, therefore, be available for carry forward.

A reduction in the UK corporation tax rate from 19% to 17% (effective 1 April 2020) was
substantively enacted on 6 September 2016, and the UK deferred tax asset as at 31 December:
2020 has been calculated based on this rate.

The March 2020 Budget announced that a rate of 19% would continue to apply with effect from 1
April 2020, and this change was substantively enacted on 17 March 2020. This will increase the
Company's future current tax charge accordingly.

In the Spring Budget 2021, the Government announced that from 1 April 2023 the corparation tax
rate will increase to 25%. At the balance sheet date, the proposal to increase the rate lo 25% had
not been substantively enacted, substantive enactment occurred on 24 May 2021, therefore, its
effects are not included in these financial stateménts.

Investments
Interests in
subsidiary
undertakings
£'000
Cost and net book value
At 1 January 2020 and 31 December 2020 7

During the prior year, as part of the legal entity rationalisation project, a number of the Company's
subsidiaries performed capital reductions during the year to create realisable, distributable
reserves, thus enabling them to make dividend payments to the Company of £328.7m. As a result
of these dividends, some of the Company’s subsidiaries no longer had underlying net assets or
cash flows to support their investment carrying values and an impairment loss was recognised.
The subsidiaries. were subsequently dissolved; to the extent dividends income received from the
subsidiary exceeds the impairment lass, this has been present net in the Company's income
statement as this is considered to be a return on invested capital.

The Company held 100% of the issued share capital of the following companies directly at 31
December 2020 and 31 December 2019;

Country of
incorporation and :
Name of undertaking registered address Principal activity
Direct Shareholding
Pattonair Europe Limited UK Intermediate holding company
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Pattonair Group Limited

Notes to the financial statements

for the year ended 31 December 2020 (continued)

Investments (continued)

The company held 100% of thé.issued ordinary share capital-of the following companies through

intermediate holding companies at 31 December 2020:

Country of
Incorporation and

Name of undertaking registered address Principal activity 2020
Indirect Shareholding
Pattonair (Derby) UK Supply of component parts 100%
Limited to the Aerospace Industry
Pattonair Limited UK Supply-of component parts: o
. : 100%
to the Aerospace Industry
Pattonair Properties UK Property company o
o 100%
Limited
Pattonair Berlin GmbH  ¢/o Rolls-Royce Supply of component parts.
Eschenweg 11 to the Aerospace Industry
PIO 86 100%
15827 Dahlewitz
Berlin, Germany
Pattonair SAS ZAC du Chéne Bocquet  Supply of component parts
Boulevard Henri Navier  to the Aerospace industry 100%
Taverny, France :
Pattonair SRL 19 Via XXII Marzo Supply of component parts
21013 Gallarate (VA) to the Aerospace Industry  100%
Milan, Italy
Pattonair Asid:Pte Ltd 3 Changi North Street2  Supply of component parts
#03-038 Logistech 10 the Aerospace Industry 100%
Singapore :
Paltonair Poland ul. Bierutowska 65-67 Supply of component parts
Sp.Z0.0 51-317 Wroclaw to the Aerospace Industry  100%
Wroclaw, Poland
Pattonair Xian Trading No 5 Lantian Road Supply of component parls
Limited Yanliang to the Aerospace Industry
Xi'an, Shaanxi 100%
710089
Xi‘an, China
Ulogistics Canada Inc 1310, 55th Avenue Dormant
Lachine o/,
Quebec 100%
H8T 3.8 Canada
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Pattonair Group Limited

Notes to the financial statements
for the year ended 31 December 2020 (continued)

11 Investments (continued)

Country of
) incorporation and .
Name of undertaking registered address Principal activity: 2020

Pattonait Co Brasil ?ézc;’sa:;ieg‘iyneme“ Supply of component parts’
E&Nﬁc’:bs E Logistica D.C Axais-RJ-CEP to. the Aerospace Industry
a 25250-130

Brazil

100%

Pioneer Holdings, LLC. 1209 Orange Street Investment Holding 100%
Corparation Trust Company ’
Center
Willington, Delaware
19801, USA

Patlonair Japan KK clo Baker & Mckenzie  Supply of comporient parts  100%

(Gaikokuho Joint to-the Aerospace Industry
Entérptise), Ark Hills )
Sengokuyamam Mor,

Tower 28F,1-9-10

.Roppongi, Minato-ku,

Tokyo, Japan

Adams Aviation Supply )k Supply'of component parts'

Company Limited to the Aerospace Industry ~ 100%:

* 1% held directly.

The address of the registered office for all. the UK companies is, Ascot Business Park, 50
‘Longbridge Lane, Derby, DE24 8UJ, England. The directors consider the carrying value: of the:
investments tobe supported by their underlying net assets or cash flows.
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Pattonair Group Limited

N,otes to the financial statements
for the period ended 31 December 2020 (continued)

12 Debtors
~ Unaudited
31 December 31 December
2020 2019
‘ ) £'000 £'000
Amounts owéd by Group undertakings 88,043 62,332
Corporation tax: - Group relief receivable. 570
Other debtors 64 62
' ‘ 88,677 62,394

Of the amounts-owed by group undertakings all are unsécured and are repayable 6n demand. Of
the:amounts owed by group undertakings £3,768,000 (31 December 2019: £3,449,000) areinterest
bearing at 3.83% (31 December 2019: 3.83%), the remaining amounts aré interést free.

13 Creditors: amounts falling due within one year

Unaudited

31 December 31 December

2020 2019

£'000 £000

Amounts owed to group undertakings 83,229 58,805
Other creditors 819 819
Corporation tax . 522
’ ' 60,146

84,048

Of the amounts owed to graup undertakings all are unsecured and are repayable on demand. Of
the amounts owed to group undertakings £206,000 (2019: £186,000) are interest bearing at 5.00%

(2019: 5.00%). the remaining amounts are iriterest free.
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Pattonair Group Limited

Notes to the financial statements
for the period ended 31 December 2020 (continued)

Called up share capital

Unaudited

31 Decer;\g;(;- 31 December
2019

£000 £'000

Allotted and fully paid

77,013,373 (31 December 2019: 77,013,;373) Ordinary shares of - -
£0.00 (31 December 2019 £0.00) each

There is a single class of allotted, called up and fully paid ordinary shares. There are no restrictions.
on the distribution of dividends and the repaymient of capital.

During_ the prior year, the issued share capital of the Company was reduced from £77.0 million £1
by reducing the nominal valué of each issued fully paid up ordinary share from £1.00 to
£0.000000013 each. The: amount by. which share capital was feduced was recognised in the
Statement of changes in equity.

Ultimate parent company and immediate parent undertaking

The immediate parent undertaking is Quicksilver Midco Limited a company: incorporated in the
United Kingdom and registered in England and Wales.

The ultimate controlling party is Platinum Equity Partners Intemalional IV (Cayman), L.P., the
general partner of Piatinum Equity Capital Partners international IV (Cayman), L.P., a fund
managed by Platinum Equily Advisers, LLC. The. parent undertaking of the largest group- to.
consolidate the financial statements is Wesco-Aircraft Heldings Inc.

Wesco Aircraft Haldings Inc. is the parent undertaking of both the smallest and largest Group of
undertakings to consolidate these financial statements. The consolidated f|nanc|al statements of

Wesco. Aircraft Holdings Inc. are: appended to these accounts.

25



16

Pattonair Group Limited

Notes to the financial statements

for the period ended 31 December 2020 (continued)

Going concern
Coronavirus pandemic

In March 2020, the World Health Organization categorizad the novel coronavirus ("COVID~19") as

a pandemic. The COVID-19 health crisis poses significant and widespread risks to .our business

as well as to the markels in which we opérate. To limit the spread of COVID-19, governments have
taken various actions to slow and otherwise control the spread of COVID-=19, including the issuance
of stay-at-home orders, social distancing guidelines and the distribution of vaccines.

We have experienced significant disruption lo our business as a result of COVID-19 and the
resulting reduction in alrcraft production rates and significant reduction in commercial aircraft travel.
Even as international and local restrictions are modified or lifted and vaccinations are more widely
distributed, changes'in consumer behavior and health concerns could continue to adversely impact
commercial aircraft travel which could reduce the-overall demand. The COVID-19 pandemic and
its impact on our customers and the industry has had and could continue to have a material impact
on our consolidated results, cash flows and financial condition.

The disruption to the commercial aerospace industry .as a result of COVID-19 has adversely
impacted our global sales, profilability and cash flows. In addition. to integration plans and cost
savings actions already implemented, we have developed, have executed, and are continuing to
execute plans to further reduce costs and will maintain such cost control as long as ciccumstances
require. These plans include headcount reductions, delay or elimination of some non-essential or
discretionary spending, reduced inventory purchases and the delay of certain discretionary capital
outlays.

Liquidity and capital resources

All Wesco Aircraft Holdings, Inc. UK companies, including Pattonair Group Limited and ils
subsidiaries are directly and indirectly funded by a US parent company, Wesco Aircraft Holdings,
inc. (“Incora") through intercompany arrangements which are repayable on demand. No significant.
cash or external borrowings are held in the UK. Due to this, the company is reliant on support and
has received a letter of support from Wesco Aircraft Holdings, in¢. indicating that it will continue to
make funds available to the company and will not seek réepaymerit of any amounts owed where
such repayment. could. impair the liquidity of the company. This will enable the company to continue
in operational existence for the foreseeable future. The letter covers a perioed of at least 12 months
from the date of signing these financial statements. The directors have assessed the ability of the
US parent to provide support and in doing so reviewed the going concern assessment of the group.

* Incora’s primary sources-of liquidity are cash-and cash equivalents, and available borrowings under

a $475 million ABL Revolving Facility ("ABL").
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Pattonair Group Limited

Notes to the financial statements
for the period ended 31 December 2020 (continued)

Going Concern (continued)

‘Due to fluctuations in Incora's cash flows it is necessary from time totime to borrow-under the ABL.
Provided borrowing are within defined borfowing base limits, Incora can borrow up to $475 miliion
on the ABL facllity. R

As of 28 February 2022, the ABL agreement contained two borrowing base limits which are-
measured weekly: (1) outstanding borrowings may not exceed the total of eligible accounts
receivable plus sligible inventory and (2) outstanding borrowings plus $47.5 million may not exceed
eligible cash plus eligible accounts receivable plus eligible inventory. These limitations are not
considered covenant defaults and must be cured in the following week if either one of them is
breached. Incora is in compliance with these limitations.

Going Concern

Incora's directors performed a liquidity forecast for the period from approval of thése financial
statements to 30 June 2023; the 'base case’, which is inclusive of the expected further impact of
‘COVID-19 on operations, semi-annual debt interest payments, and financing instrtuments: currently
available.

As a part of the baseé case forecast to 30 June 2023, Incora’'s directors produced a severe but
plausible downside analysis which assumed a delay in indusiry recovery of two quarters.

We anticipate that cash and cash equivalents and borrowing capacity will continue to be made
-available 16 us under Incora’s ABL Facility will be sufficient to meet our liquidity requirements for
the next twelve months. Incora would have $6 million of available resources at the low point of 31
May 2023 in the base case and would require an incremental paydown on its ABL of $35 million at
the low point at 30 June 2023 in the downside case as well as an absence of any borrowing base
limitation breaches (after the assumed ABL payment was made), with the value dependent upon
the Group's success in achieving its mitigating actions to preserve cash, over a twelve-month
horizon from the date of signing these accounts.

However, since we cannot fully exclude that in the worst possible cases the effects of COVID-19
on Incora’s recovery could be significantly more prolonged .and pronounced than modelled, neither
can we fully exclude all uncertainty over additional measures management might undertake in
response to COVID-19, the company's ability to rely on its letter of support from its U.S. parent
company, and the possibility that additional liquidity may need to be obtained to maintain the
business as a gaing concern.

The uncertainty of Incora’s recovery and therefore the ability to provide funding that the company
may require and fulfill the obligations set out in its letter of support in the downside scenario noted
above would indicate the existence of a material uncertainty which may cast significant doubt about
the company’s ability to continue as a going concern. The Financial Statements do not include the
adjustmerits that would result if the company was unable to continue as a going concern.
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Report of Independent Auditors

To the Management of Wesco Aircraft Holdings, Inc.

We have audited the accompanying consolidated financial statements of Wesco Aircraft Holdings, Inc. and its
subsidiaries (dba Incora), which comprise the consolidated balance sheet as of December 31, 2020, and the
related consolidated statement of earnings and comprehensive loss, of stockholders’ equity and of cash flows for
the period from January 9, 2020 to December 31, 2020.

Management's Responsibility for the Consolidated Financial Statements

Management is responsible for the preparation and fair presentation of the consolidated financial statements in
accordance with accounting principles generally accepted in the United States of America; this includes the
design, implementation, and maintenance of internal control relevant to the preparation and fair presentation
of consolidated financial statements that are free from material misstatement, whether due to fraud or error.

Auditors’ Responsibility

Our responsibility is to express an opinion on the consolidated financial statements based on our audit. We
conducted our audit in accordance with auditing standards generally accepted in the United States of America.
Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the
consolidated financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
consolidated financial statements. The procedures selected depend on our judgment, including the assessment
of the risks of material misstatement of the consolidated financial statements, whether due to fraud or error. In
making those risk assessments, we consider internal control relevant to the Company's preparation and fair
presentation of the consolidated financial statements in order to design audit procedures that are appropriate in
the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the Company's
internal control. Accordingly, we express no such opinion. An audit also includes evaluating the appropriateness
of accounting policies used and the reasonableness of significant accounting estimates made by management, as
well as evaluating the overall presentation of the consolidated financial statements. We believe that the audit
evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.

Opinion

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects,
the financial position of Wesco Aircraft Holdings, Inc. and its subsidiaries (dba Incora) as of December 31,
2020, and the results of their operations and their cash flows for the period from January g, 2020 to December
31, 2020 in accordance with accounting principles generally accepted in the United States of America.

Emphasis of Matter

As discussed in Note 2 to the consolidated financial statements, the COVID-19 pandemic has had an adverse
effect on the aerospace industry and the Company’s business. As a result, the Company has experienced and
continues to expect an unfavorable impact on its sales, results of operations and cash flows in fiscal 2021.
Management’s evaluation of the events and conditions and management’s plans to mitigate these matters are
also described in Note 2.

% COLAITERHOMSE é°f’ <es LL F

Los Angeles, California
May 10, 2021

PricewaterhouseCoopers LLP, 601 South Figueroa Street Suite 900 Los Angeles, California 9oo17
T: 213 356 6000, www.pwc.com/us
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Wesco Aircraft Holdings, Inc. and Subsidiaries (dba Incora)

(In thousands, except share data)

Consolidated Balance Sheet

December 31, 2020
rAssets l
Current assets .
{_Cash and cash equivalents $ 152,504 _]

Accounts receivable, net of allowance for doubtful accounts 377,624
L Inventories 1,259,758 |
Prepaid expenses and other current assets 26,363
I Income taxes receivable 13,867 ]
Total current assets 1,830,116
{Property and equipment, net 69,M
Deferred debt issuance costs, net 8,247
{Goodwill 352,674 |
Intangible assets, net 503,407
[Deferred tax assets 9,621_]
Operating lease assets 81,160
[Other assets 14,897 1
Total assets $ 2,869,240
i
Liabilities and Stockholders® Equity
[Current liabilities )
Accounts payable $ 245,911
L_Accrued expenses and other current liabilities 96,128 ]
Income taxes payable 3,860
| Operating lease obligations, current portion 11,594 |
Current portion of long-term debt 15,500
L Total current liabilities 372,993 _]
Operating lease obligations, less current portion 75,514
llogg-term debt, less current portion 2,389,415_]
Related party promissory note 25,000
{Deferred tax liabilities 66,421_§
Other liabilities 5,674
L Total liabilities $ 2,935,017 |
Commitments and contingencies (Note 5) ]
Stockholders’ equity
Common stock, $0.01 par value per share, 1,000 shares authorized, 100 shares
issued and outstanding at December 31, 2020 —
Additional paid-in capital 517,733
L Accumulated other comprehensive incom 9,234 |
Accumulated deficit ' (592,744)
L Total stockholders’ deficit (65,777) |
Total liabilities and stockholders’ equity $ 2,869,240

See the accompanying notes to the consolidated financial statements.
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Wesco Aircraft Holdings, Inc. and Subsidiaries (dba Incora)
Consolidated Statement of Earnings and Comprehensive Loss
(In thousands)

January 9 to December

31,2020
[Net sales $ 1,886,953 ]
Cost of sales 1,497,210
| Gross profit 389,743 |
Selling, general and administrative expenses 424,487
{Goodwill impairment 218,013 |
Merger and reorganization costs 70,218
[ Loss from operations (322,975) _]
Interest expense, net (229,935)
IOther income, net 3,560 1
Loss before income taxes (549,350)
[Provision from income taxes (7,021) §
Net loss (556,371)
[Z)ther comprehensive income, net of income taxes 9,234—]
Comprehensive loss $ (547,137)

See the accompanying notes to the consolidated financial statements.
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Wesco Aircraft Holdings, Inc. and Subsidiaries (dba Incora)

Consolidated Statement of Stockholders’ Equity

(In thousands, except share data)

Common Stock Additional "oyt Total
Paid-in Comprehensive Accumulated Stockholders’
) Shares Amount Capital Income Deficit Equity/(Deficit)

Parent company equity
contribution upon acquisition (see
Note 4) 100 § —  $337,000 — $ — 3 337,000
Parent company contribution of
Pattonair business (see Note 4) — — 155,733 — (36,373) 119,360
Beginning Balance at January 9,

2020 100 — 492,733 — (36,373) 456,360
I Net loss — — — — (556,371) (556,371) |
Other comprehensive income — — — 9,234 — 9,234

Parent company equity
contribution (see Note 13) — — 25,000 — — 25,000
9,234 $§ (592,744) $ (65,777)

Balance at December 31, 2020 100 § — $517,733

See the accompanying notes to the consolidated financial statements.
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Wesco Aircraft Holdings, Inc. and Subsidiaries (dba Incora)
Consolidated Statement of Cash Flows
(In thousands)

January 9, 2020 to December

31, 2020
Cash flows from operating activities :
INet loss ) $ (556,371)J
Adjustments to reconcile net loss to net cash (used in) provided by operating activities:
I Goodwill impairment : 218,013J
Depreciation and amortization 94,160
I Non-cash lease expense 11,646 ]
Amortization of deferred debt issuance costs 20,035
[ Loss from early extinguishment of debt 2,807 ]
Loss from disposal of property and equipment 2,471
LBad debt and sales return reserve 3,331 ]
Net inventory provision . 12,208
l Deferred income taxes . 39,351 ]
Other non-cash items (3,560)
| Subtotal (155,909 |
Changes in assets and liabilities:
r Accounts receivable 67,401 |
Income taxes receivable (10,582)
[ Inventories . (131,-534)_]
Prepaid expenses and other assets 3,677
[ Accounts payable (68,334)_}
Accrued expenses and other liabilities (51,656)
[ Operating lease liabilities (10,475)_|
Income taxes payable (1,889)

[ Net cash used in operating activities (359,301) |
[Cash flows from investing activities ]
Purchase of property and equipment (26,969)
[Proceeds from sale of property - 8,690 l
Acquisition of business, net of cash acquired (1,020,509)
[ Net cash used in investing activities (1,038,788) I
!Eash flows from financing activities |
Proceeds from revolver borrowings 422,697
I_Egpayment of revolver borrowings and related costs (1 78,193)_]
Payment of issuance costs related to revolving credit facility (10,083)

Proceeds from issuance of long-term debt, net of issuance costs including original issuance
discount 1,962,954
Proceeds from issuance of related party promissory note 25,000
[Parent company equity contribution 25,000 }
Repayment of long-term debt and related costs (1,073,913)
Eepayments of finance lease obligations (1,184)_l
Parent company equity contribution at acquisition 362,718
i Net cash provided by financing activities $ 1,534,996 |
Effect of foreign currency exchange rate changes on cash and cash equivalents (2,990)
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r Net increase in cash and cash equivalents 133,917 |
Cash and cash equivalents, beginning of period 18,587
[Cash and cash equivalents, end of period 152,504 l
@lpplemental disclosures of cash flow information ]
Cash paid for interest 204,956
Cash received for income tax refunds, net of payments 10,215

See the accompanying notes to the consolidated financial statements.
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Wesco Aircraft Holdings, Inc. & Subsidiaries (dba Incora)
Notes to the Consolidated Financial Statements

Note 1. Organization and Business

On January 9, 2020, pursuant to the terms of the Agreement and Plan of Merger, dated as of August 8, 2019 (the
“Merger Agreement”), by and among Wesco Aircraft Holdings, Inc. (“Wesco™), a Delaware corporation, Wolverine
Intermediate Holding [T Corporation, a Delaware corporation (“Parent”) and Wolverine Merger Corporation, a Delaware
corporation and a wholly owned subsidiary of Parent (“Merger Sub”), Parent completed its acquisition of Wesco through the
merger of Merger Sub with and into Wesco (the “Merger”), with Wesco continuing as the surviving corporation and as a wholly
owned subsidiary of Parent. Parent and Merger Sub are affiliates of Platinum Equity Advisors, LLC ("Platinum"), a U.S.-based
private equity firm. Prior to and in connection with the consummation of the Merger, a Reorganization (as defined below)
occurred pursuant to which Wesco ultimately became an affiliate of Pioneer Holdings, LLC (“Pioneer” and together with its
subsidiaries, the “Pattonair Group™), a then current portfolio company of private equity funds advised by Platinum. As used
herein, “Reorganization” refers to a multi-step internal legal reorganization effectuated to ultimately combine and reorganize
the Pattonair Group and Wolverine Top Holding Corporation, an indirect parent of Wesco (“WTHC” and together with its
subsidiaries, the “Wolverine Group™). The Reorganization included (but was not limited to) the following steps (i) the
contribution, in one or a series of transactions of certain members or affiliates of the Pattonair Group to the Wolverine Group,
(ii) certain Pattonair Group entities liquidating and dissolving or otherwise not becoming direct or indirect subsidiaries of
WTHC, (iii) settlement of outstanding intercompany balances and (iv) Wesco ultimately becoming an indirect but wholly
owned subsidiary of Wolverine Top Holding Corporation pursuant to the Merger.

At the closing of the Merger, the operations of Wesco and Pattonair Holding, LLC ("Pattonair"), a Parent owned
portfolio company, were combined and in March 2020 announced they would operate under the brand name Incora. The
companies have complementary commercial strengths and significant overlap in selling, general and administrative ("SG&A")
expenses as well as procurement to create a highly diversified, comprehensive supply chain management solutions provider to
the global Aerospace and Defense ("A&D") industry. Incora's combined product portfolio consists of C-class hardware,
chemicals, electronic components, bearings and machined parts. Incora manages a comprehensive list of active SKUs that are
used in nearly all aircraft systems including engines, hydraulic units, actuation systems, wheels and brakes, landing gear,
aircraft airframe, and aircraft exterior.

Incora is headquartered in Fort Worth, Texas. Incora has many administrative, sales and/or stocking facilities
worldwide with concentrations in North America and Europe and serves a diversified base of customers, including A&D
Original Equipment Manufacturers ("OEMs"), their Tier 1, Tier 2 and Tier 3 suppliers, airlines and maintenance, repair and
overhau! (“MRO”) providers focusing on both civil and military segments; and supports a full spectrum of the industry’s most
recognizable platforms, including the F-35, B-21, B737, B787, A220, A320, A350, G500 / 600 / 650 and Global 7500 aircrafts.

Note 2. Basis of Presentation and Summary of Significant Accounting Policies

Principles of Consolidation and Basis of Presentation

39 6

The terms “us,” “we,” “our,”, “Incora,”, "our company," and “the Company” as used in these consolidated financial
statements refer to Wesco Aircraft Holdings, Inc. and its subsidiaries subsequent to the Merger on January 9, 2020. The
accompanying consolidated financial statements include the accounts of all majority-owned and controlled subsidiaries of the
Company. All intercompany accounts, transactions and profits have been eliminated. When we do not have a controlling
interest in an entity, but exert significant influence over the entity, we apply the equity method of accounting. Our financial

statements have been prepared under the assumption that our company will continue as a going concern.

Coronavirus Pandemic

In March 2020, the World Health Organization categorized the novel coronavirus ("COVID-19") as a pandemic. The
COVID-19 health crisis poses significant and widespread risks to our business as well as to the business environment and the
markets in which we operate. To limit the spread of COVID-19, governments have taken various actions to slow and otherwise
control the spread of COVID-19, including the issuance of stay-at-home orders and social distancing guidelines. We have
experienced significant disruption to our business as a result of COVID-19 and the corresponding reduction in sales associated
with aircraft production delays, reductions in aircraft production rates as well as the significant reduction in commercial aircraft
travel. Even as intemational, federal, state, and local restrictions and shelter-in-place orders are modified or lifted and
vaccinations are more widely distributed, changes in consumer behavior and health concerns may continue to adversely impact
commercial aircraft travel which would reduce the overall demand for commercial aircraft. The COVID-19 pandemic and its
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impact on both our customers and the aerospace industry has had and may continue to have a material impact on our
consolidated results of operations and cash flows as well as our financial condition, potentially including but not limited to
goodwill and other long-lived asset valuation.

COVID-19 has adversely impacted our sales, results of operations, and cash flows. In addition to integration plans and
cost savings actions already implemented as part of the Merger and Reorganization, we have developed and are executing plans
to further reduce costs given the impact of the COVID-19 health crisis and will maintain such cost structure in the event the
pandemic continues unabated in 2021 or beyond. These plans include, among other things, headcount reductions, delay or
elimination of some non-essential or discretionary spending, reduced inventory purchases and the delay of certain discretionary
capital outlays. We are continuing to monitor global developments and are prepared to implement additional actions should we
consider it necessary.

Use of Estimates in Preparation of Financial Statements

The preparation of financial statements, in conformity with accounting principles generally accepted in the United
States of America, requires management to make estimates and assumptions that affect the reported amounts of assets and
liabilities and the disclosure of contingent assets and liabilities at the date of the financial statements and the reported amounts
of revenues and expenses during the reporting period. Estimates are used for, but not limited to, variable consideration in
contract revenue recognition, receivable valuations and allowance for sales retumns, inventory valuation including excess and
obsolete ("E&O") inventories, the useful lives of long-lived assets including property, equipment and intangible assets, annual
goodwill and indefinite-lived asset impairment assessments, income taxes and contingencies. The full extent to which COVID-
19 will directly or indirectly impact our business, results of operations and financial condition, including our accounting
estimates and assumptions, will depend on developments that are highly uncertain, including information that may emerge
concerning COVID-19 and the actions taken to contain it or treat it, as well as the economic impact on customers, suppliers and
markets. We have made estimates within our financial statements and there may be changes to those estimates in the near to
mid-term-as new information becomes available. Actual results may differ from these estimates.

Cash and Cash Equivalents

We consider all highly liquid investments with original maturities from date of purchase of three months or less to be
cash equivalents.

Accounts Receivable

Accounts receivable consist of amounts owed to us by customers. We perform periodic credit evaluations of the
financial condition of our customers, monitor collections and payments from customers, and generally do not require collateral.
Accounts receivable are generally due within 30 to 90 days. We provide for the possible inability to collect accounts receivable
by recording an allowance for doubtful accounts. We estimate our allowance for doubtful accounts based on historical
experience, aging of accounts receivable and information regarding the creditworthiness of our customers. To date, losses have
been within the range of management’s expectations. If the estimated allowance for doubtful accounts subsequently proves to
be insufficient, additional allowances may be required. Our allowance for doubtful accounts was $6.5 million as of
December 31, 2020.

Inventories

The Company's inventory is comprised solely of finished goods. Inventories are stated at the lower of cost or net
realizable value. Incora principally uses the weighted average cost or first in, first out methods to remove costs from inventory
and charge them to cost of sales. In-bound freight-related costs are included as part of the cost of inventory held for resale.

The components of our inventory are subject to different risks of E&O, and we record E&O provisions, as appropriate,
to reduce inventory to estimated net realizable value. Our hardware inventory, a substantial majority of which does not decay or
have a predetermined shelf life, bears a higher risk of having excess quantities than becoming obsolete. In conducting our
quarterly E&O reserve analysis, we consider a variety of factors, including the aging of our on-hand inventory quantities and
the expected future sales activity based on the historical rates at which inventory of different aging categories has sold through
to customers. In evaluating the adequacy of these reserves, we also consider contract terminations involving inventory with no
alternative use, shelf-life expirations, expected scrapping activity, and other factors which may indicate future sales activity for
certain inventory categories will be significantly different from our historical experience. Our chemical inventory, which has a
predetermined shelf life, bears a higher risk of deteriorating and becoming obsolete. We continually assess and refine our
methodology for evaluating E&O inventory based on current facts and circumstances.

10
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For both hardware and chemical inventory, we record provisions for shrinkage to reduce the inventory value for lost
items. We perform physical inventory counts and cycle counts throughout the year and adjust the E&O and shrink provisions
accordingly.

Property and Equipment

Property and equipment are stated at cost, less accumulated amortization and depreciation, generally computed using
the straight-line method over the estimated useful life of each asset. Leasehold improvements are amortized over the lesser of
the remaining lease term or the estimated useful life of the assets. Expenditures for repair and maintenance costs are expensed
as incurred, and expenditures for major renewals and improvements are capitalized. When assets are retired or otherwise
disposed of, the cost and accumulated depreciation and amortization are removed from the accounts and any gain or loss is
reflected in the consolidated statements of earnings and comprehensive loss. The useful lives for depreciable assets are as
follows:

Buildings and leasehold improvements 2 - 50 years j
Machinery and equipment 4 - 10 years

rFumiture and fixtures 3-10 years ]
Vehicles S years

[gomputer hardware and software 3-7years - j

Impairment of Long-Lived Assets

We assess potential impairments of our long-lived assets whenever events or changes in circumstances indicate that the
carrying value of the assets may not be recoverable. Factors we consider include, but are not limited to, significant
underperformance relative to expected historical or projected future operating results; significant changes in the manner of use
of the acquired assets or the strategy for the overall business; and significant negative industry or economic trends.
Recoverability is assessed by comparing the carrying value of the asset group to the undiscounted cash flows expected to be
generated by these assets, which is a Level 3 fair value measurement (see fair value hierarchy discussion under Fair Value of
Financial Instruments below). Impairment losses are measured as the amount by which the carrying values of the primary
assets exceed their fair values.

Deferred Debt Issuance Costs

Deferred debt issuance costs include original issuance discounts and are amortized using the effective interest method
over the term of the related credit arrangement; such amortization is included in interest expense in the consolidated statement
of eamings and comprehensive loss. For the period from January 9, 2020 to December 31, 2020, amortization of deferred debt
issuance costs was $20.0 million. As of December 31, 2020, the remaining unamortized deferred debt issuance costs were
$102.1 million, of which $93.8 million was offset against the long-term debt. The remaining unamortized deferred debt
issuance costs of $8.3 million related to the revolving credit facility was presented on our balance sheet as deferred debt
issuance costs, net.

Business Combination

The determination of fair values of assets acquired and liabilities assumed requires management to make estimates and
use valuation techniques when a market value is not readily available. Any excess of purchase price over the fair value of
tangible and intangible assets acquired and obligations assumed is allocated to goodwill. Transaction costs associated with
business combinations are expensed as incurred. Incora may adjust the preliminary purchase price allocation, as necessary,
during the measurement period of up to one year after the acquisition closing date as Incora obtains more information as to facts
and circumstances existing at the acquisition date.

11
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Goodwill

Goodwill, which represents the excess of the consideration paid over the fair value of the net assets acquired in a
business combination is not amortized, but is tested for impairment at least annually or more frequently when events occur or
circumstances change such that it is more likely than not that the carrying amount may be impaired. Such events or
circumstances may result from significant changes in business climate, economic and industry trends, legal factors, negative
operating performance, significant competition or changes in strategy. Goodwill and indefinite-lived intangibles asset
impairment testing is performed at the reporting unit level in the fourth quarter of each year. The Company has determined that
its business consists of a single reporting unit.

We test goodwill for impairment by performing a qualitative assessment process or using a quantitative assessment
process. If we choose to perform a qualitative assessment process and determine it is more likely than not (that is, a likelihood
of more than 50 percent) that the carrying value of the net assets is more than the fair value of the reporting unit, the
quantitative assessment process is then performed; otherwise, no further testing is required. In certain circumstances, we may
elect not to perform the qualitative assessment process and, instead, proceed directly to the quantitative assessment process.

The quantitative assessment identifies potential impairment by comparing the fair value of a reporting unit with the
carrying amount, including goodwill. The fair value of a reporting unit is determined using a combination of a discounted cash
flow analysis (the "income approach") and market earnings multiples (the "market approach"). These fair value approaches
require significant management judgment and estimate. The determination of fair value using a discounted cash flow analysis
requires the use of key judgments, estimates and assumptions including revenue growth rates, projected operating margins,
changes in working capital, terminal values, and discount rates. We develop these key estimates and assumptions by
considering our recent financial performance and trends, industry growth projections, and current sales pipeline based on
existing customer contracts and the timing and amount of future contract renewals. The determination of fair value using
market earnings multiples also requires the use of key judgments, estimates and assumptions related to projected earnings and
applying those amounts to earnings multiples using appropriate peer companies. We develop our projected eamings using the
same judgments, estimates, and assumptions used in the discounted cash flow analysis. If the fair value exceeds the carrying
value of the reporting unit, goodwill is not considered impaired. If the carrying amount of goodwill exceeds the fair value of the
reporting unit, the difference will be recognized as an impairment loss.

Fair Value of Financial Instruments

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction
between market participants at the measurement date. To determine fair value, we primarily utilize reported market transactions
and discounted cash flow analysis. We use a three-tier fair value hierarchy that considers the use of observable inputs and
minimizes the use of unobservable inputs. Observable inputs are inputs that reflect the assumptions market participants would
use in pricing the asset or liability developed based on market data obtained from sources independent of us. Unobservable
inputs are inputs that reflect our own assumptions about the assumptions market participants would use in pricing the asset or
liability developed based on the best information available in the circumstances. The fair value hierarchy prioritizes the inputs
to valuation techniques into three broad levels whereby the highest priority is given to Level 1 inputs and the lowest to Level 3
inputs. The three broad categories are:

Level 1: Quoted prices in active markets for identical assets or liabilities.
Level 2: Inputs other than quoted prices that are observable for the asset or liability, either directly or indirectly.
Level 3: Unobservable inputs for the asset or liability.

The definition of fair value includes the consideration of nonperformance risk. Nonperformance risk refers to the risk
that an obligation (either by a counterparty or us) will not be fulfilled. For financial assets traded in an active market
("Level 1"), the nonperformance risk is included in the market price. For certain other financial assets and liabilities ("Level 2"
and "Level 3"), our fair value calculations have been adjusted accordingly.

Fair value measurements are classified according to the lowest level input or value-driver that is significant to the
valuation. A measurement may therefore be classified within Level 3 even though there may be significant inputs that are
readily observable. If quoted or observable market prices are not available, fair value is based upon intemnally developed models
that use, where possible, current market-based parameters such as interest rates, yield curves and currency rates. These
measurements are classified within Level 3.
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Where available, we utilize quoted market prices or observable inputs rather than unobservable inputs to determine fair
value.

Comprehensive Loss

Comprehensive loss generally represents all changes in stockholders’ equity, except those resulting from investments
by or distributions to stockholders. Our comprehensive loss consists of net loss and foreign currency translation gains and
losses.

Revenue from Contracts with Customers

Pursuant to Accounting Standard Codification Topic 606, Revenue from Contracts with Customers ("ASC 606"), we
recognize revenue when our customer obtains control of promised goods or services, in an amount that reflects the
consideration that we expect to receive in exchange for those goods or services. To determine revenue recognition for
arrangements that we determine are within the scope of ASC 606, we perform the following five steps: (1) identify the
contract(s) with a customer; (2) identify the performance obligations in the contract; (3) determine the transaction price; (4)
allocate the transaction price to the performance obligations in the contract; and (5) recognize revenue when (or as) we satisfy a
performance obligation. We recognize revenue in the amount of the transaction price that is allocated to the respective
performance obligation when (or as) the performance obligation is satisfied.

Typically, our master purchase contracts with our customers run for three to ten years without minimum purchase
requirements annually or over the term of the contract and contain termination for convenience provisions that generally allow
for our customers to terminate their contracts on short notice without meaningful penalties. Pursuant to ASC 606, we have
concluded that for revenue recognition purposes, our customers’ purchase orders ("POs") or inventory demand files ("DFs") are
considered contracts, which are supplemented by certain contract terms such as service fee arrangements and variable price
considerations in our master purchase contracts. The POs or DFs are typically fulfilled within one year.

Each of our contracts for hardware and chemical product sales typically have a single performance obligation.
Revenues from these contract sales are recognized when we have completed our performance obligation, which occurs at a
point in time, typically upon transfer of control of the products to the customer in accordance with the terms of the sales
contract. Services under our hardware just-in-time ("JIT") arrangements are provided by us contemporaneously with the
delivery of these products and are not distinct from the products, and as such, once the products are delivered, we do not have
a post-delivery obligation to provide services to the customer. Accordingly, the price of such services is generally included in
the price of the products delivered to the customer, and revenue is recognized upon delivery of the products. Payment is
generally due within 30 to 90 days of delivery; therefore, our contracts do not contain significant financing components.
Warranties are limited to replacement of goods that are defective upon delivery. Incora does not provide service-type
warranties.

Our product management services ("PMS") contracts, which consist of both chemical management services ("CMS")
contracts and hardware management services contracts, include the sale of products as well as the provision of services such as
product procurement, receiving and quality inspection, warehouse and inventory management, and waste disposal. Each PMS
contract represents an end-to-end integrated product management solution. While each of the products and various services
benefits the customer, we determined that they are a single output in the context of the PMS contract due to the significant
commercial integration of these products and services. Therefore, products and services provided under a PMS contract
represent a single performance obligation and revenue is recognized over time for these contracts using product deliveries as
our output measure of progress under the PMS contract to depict the transfer of control to the customer.

We report revenue on a gross or net basis in our presentation of net sales and costs of sales based on management’s
assessment of whether we act as a principal or agent in the transaction. If we are the principal in the transaction and have
control of the specified good or service before that good or service is transferred to a customer, the transactions are recorded as
gross in the consolidated statements of earnings and comprehensive loss. If we do not act as a principal in the transaction, the
transactions are recorded on a net basis in the consolidated statements of earnings and comprehensive loss. This assessment
requires significant judgment to evaluate indicators of control within our contracts. We base our judgment on various indicators
that include whether we take possession of the products, whether we are responsible for their acceptability, whether we have
inventory risk, and whether we have discretion in establishing the price paid by the customer.

We apply judgment in estimating the impact of variable consideration to determine the amount of revenue to
recognize. Sales rebates and profit-sharing arrangements are accounted for as reductions to gross sales and recorded based upon
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estimates at the time products are sold. These estimates are based upon historical experience for similar programs and products.
We review such rebates and profit-sharing arrangements on an ongoing basis and, if necessary, accruals are adjusted as
additional information becomes available. We provide allowances for credits and returns based on historical experience and
adjust such allowances as considered necessary. To date, such provisions have been within the range of our expectations and the
allowances established. Returns and refunds are allowed only for materials that are defective or not compliant with the
customer’s order. Sales tax collected from customers is excluded from net sales in the consolidated statements of earnings and
comprehensive loss.

We have determined that sales backlog is not a relevant measure of our business. Our contracts generally do not
include minimum purchase requirements, annually or over the term of the agreement, and contain termination for convenience
provisions that generally allow for our customers to terminate their contracts on short notice without meaningful penalties. As a
result, we have no material sales backlog.

In connection with our JIT supply chain management programs, at times, we manage customer inventory on a
consignment basis. This consigned inventory is located on the customer's property but is managed and distributed by us. We
earn a fixed fee per unit on each shipment of the consigned inventory; such amounts represent less than 1% of consolidated net
sales.

Product and Service Information

Net sales by product categories for the period from January 9, 2020 to December 31, 2020 were as follows (dollars in
thousands):

January 9, 2020 to
December 31, 2020
% of
Sales Total
{Hardware $1,042,437 55.2 %)
Chemicals (including CMS) 700,738 372 %
[Electronic components and other 143,778 7.6 %‘;
Total $1,886,953 100.0 %

Equity Method Investment

We apply the equity method of accounting for investments in which we have significant influence but not a controlling
interest. We have an equity investment in a joint venture in China, which had a carrying value of $7.8 million as of
December 31, 2020 and was included in “Other assets” in the consolidated balance sheet. As of December 31, 2020, we did not
identify any events or circumstances which would indicate a decline in the fair value of our equity method investment that is
other than temporary.

Shipping and Handling Costs

We record revenue for shipping and handling costs billed to our customers. Shipping and handling revenues were $4.2
million for the period from January 9, 2020 to December 31, 2020.

Shipping and handling costs are primarily included in cost of sales. Total shipping and handling costs were $41.9
million for the period from January 9, 2020 to December 31, 2020.

14
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Income Taxes

We recognize deferred tax liabilities and assets for the expected future tax consequences of temporary differences
between the carrying amounts and the tax bases of assets and liabilities. Deferred income tax assets and liabilities are measured
using enacted tax rates expected to apply to taxable income in the years in which these temporary differences are expected to be
recovered or settled. The effect of a change in tax rates on deferred tax assets and liabilities is recognized in income in the
period that includes the enactment date. A valuation allowance is established, when necessary, to reduce net deferred tax assets
to the amount expected to be realized. The ultimate realization of deferred tax assets depends upon the generation of future
taxable income during the periods in which temporary differences become deductible or includible in taxable income. We
consider projected future taxable income and tax planning strategies in our assessment. Our foreign subsidiaries are taxed in
local jurisdictions at local statutory rates.

The Company recognizes the effect of income tax positions only if sustaining those positions is considered more likely
than not. Changes in recognition or measurement of uncertain tax positions are reflected in the period in which a change in
judgment occurs. The Company includes interest and penalties related to income taxes, including unrecognized tax benefits,
within income tax expense.

Concentration of Credit Risk and Significant Vendors and Customers

We maintain our cash and cash equivalents in bank deposit accounts which, at times, may exceed federally insured
limits. We have not experienced any losses in such accounts and do not believe we are exposed to any significant credit risk
from cash and cash equivalents.

We purchase our products on credit terms from vendors located throughout North America and Europe. For the period
from January 9, 2020 to December 31, 2020, we made 36% of our purchases from our ten largest vendors. The majority of the
products we sell are available through multiple channels which reduces the risk related to any individual vendor relationship.

For the period from January 9, 2020 to December 31, 2020, we derived approximately 15% and 11% of our total net
sales from Rolls Royce and Lockheed Martin, respectively. Our government sales were derived from various military parts
procurement agencies such as the U.S. Defense Logistics Agency, or from defense contractors buying on their behalf. For the
period from January 9, 2020 to December 31, 2020, our government sales comprised 14% of our total net sales.

Foreign Currency Translation and Transactions

The financial statements of subsidiaries and affiliates whose functional currency is not the U.S. dollar are translated
into U.S. dollars using exchange rates in effect at each period-end for assets and liabilities and average exchange rates during
the period for results of operations. The adjustment resulting from translating the financial statements of such subsidiaries is

reflected as a separate component of stockholders’ equity. Foreign currency transaction gains and losses are included in other
income (expense), net in the consolidated statements of earnings and comprehensive loss.

Note 3. Recent Accounting Pronouncements

Changes to GAAP are established by the Financial Accounting Standards Board ("FASB") in the form of Accounting
Standards Updates ("ASUs") to the FASB’s Accounting Standards Codification ("ASC").

We consider the applicability and impact of all ASUs. ASUs not listed below were assessed and determined to be
either not applicable or are expected to have minimal impact on our consolidated financial position and results of operations.
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New Accounting Standards Updates Adopted

In January 2017, the FASB issued ASU 2017-04, Intangibles-Goodwill and Other (Topic 350): Simplifying the Test for
Goodwill Impairment, which simplifies the current requirements for testing goodwill for impairment by eliminating the second
step of the two-step impairment test to measure the amount of an impairment loss. Rather, an impairment charge should be
recognized for the amount by which the carrying amount exceeds the reporting unit’s fair value; however, the loss recognized
should not exceed the total amount of goodwill allocated to that reporting unit. The Company adopted the provisions of ASU
2017-04 in the current year and this guidance was utilized in calculating the goodwill impairment amount recorded in our
consolidated financial statements.

New Accounting Standards Updates To Be Adopted

In June 2016, the FASB issued ASU No. 2016-13, Credit Losses - Measurement of Credit Losses on Financial
Instruments (Topic 326), which codifies ASC 326, which changes how entities will measure credit losses for most financial
assets, including accounts and notes receivables. The standard will replace today’s “incurred loss” approach with an “expected
loss” model, under which companies will recognize allowances based on expected rather than incurred losses. Entities will
apply the standard’s provisions as a cumulative-effect adjustment to retained earnings as of the beginning of the first reporting
period in which the guidance is effective. The provisions of ASC 326 are effective for Incora in fiscal year 2023, including
interim reporting periods within that reporting period, and all annual and interim reporting periods thereafter. Early adoption is
permitted. The adoption of ASC 326 is not expected to have a material impact on our consolidated financial statements.

In December 2019, the FASB issued ASU No. 2019-12: Simplifying the Accounting for Income Taxes (Topic 740),
which removes certain exceptions to the general principles in Topic 740 and improves consistent application of and simplifies
GAARP for other areas of Topic 740 by clarifying and amending existing guidance. The provisions of ASU 2019-12 are effective
for Incora beginning January 1, 2022. The Company is currently evaluating the impact of ASU 2019-12 on our consolidated
financial statements.

In March 2020, the FASB issued ASU No. 2020-04, Reference Rate Reform (Topic 848): Facilitation of the Effects of
Reference Rate Reform on Financial Reporting. This standard provides optional practical expedients for contract modifications
with the transition from reference rates, such as LIBOR, that are expected to be discontinued. The amendments are effective for
modifications made between March 12, 2020 and December 31, 2022. This guidance is applicable for the Company's ABL
revolving credit facility which uses LIBOR as a reference rate. In addition, the facility provides for an alternative rate of
interest if LIBOR is discontinued. The Company will continue to evaluate ASU 2020-04 to determine the timing and extent to
which we will apply the provided accounting relief.

Note 4. Platinum Merger Transaction

As discussed in Note 1, on January 9, 2020, pursuant to the terms of the Agreement and Plan of Merger, dated as of
August 8, 2019 (the “Merger Agreement”), by and among Wesco, Wolverine Intermediate Holding 11 Corporation, a Delaware
corporation (“Parent”) and Wolverine Merger Corporation, a Delaware corporation and a wholly owned subsidiary of Parent
(“Merger Sub”), Parent completed its acquisition of Wesco through the merger of Merger Sub with and into Wesco, with Wesco
continuing as the surviving corporation and as a wholly owned subsidiary of Parent. Parent and Merger Sub are affiliates of
Platinum Equity Advisors, LLC ("Platinum"), a U.S.-based private equity firm.

At the closing of the Merger, and subject to the terms and conditions set forth in the Merger Agreement, each share of
common stock, par value $0.001 per share, of Wesco and its then-subsidiaries (the Predecessor) (each a “Share” and
collectively, the “Shares”), then issued and outstanding, other than Shares cancelled pursuant to the terms of the Merger
Agreement or Dissenting Shares (as defined in the Merger Agreement), was automatically converted into the right to receive
$11.05 in cash, without interest, subject to any withholding of taxes required by applicable law. The Shares were delisted from
the New York Stock Exchange and deregistered under the Securities Exchange Act of 1934.

In connection with the Merger, we commenced tender offers and consent solicitations in relation to approximately
$864.3 million principal amount of our secured debt and revolver borrowings plus the related settlement charges. Pursuant to
the terms of the tender offers and consent solicitations, we repaid $864.3 million of debt securities and the related settlement
charges concurrent with the completion of the Merger. In addition, we repaid $392.6 million of the debt borrowings which
Pattonair owed prior to the Merger on January 9, 2020. In the aggregate, we repaid approximately $1.3 billion of indebtedness
(see Note 10. Long-Term Debt for further information).
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In order to finance the Merger, debt repayment and other transaction expenses, we incurred new indebtedness totaling
approximately $2.2 billion (see Note 10. Long-Term Debt for further information). This new debt, together with approximately
$337.0 million of equity invested by affiliates of Platinum, was used to fund the acquisition of our previously outstanding
common stock, pay transaction costs, establish certain cash reserves and finance the retirement of debt.

The aggregate cash consideration for the Merger was as follows (in millions):

{Purchase of common shares $ 1,109.3 {
Repayment of debt and settlement charges 864.3

L $ 1,973.6 |

Allocation of Purchase Price

ASC 805, Business Combinations, requires that the total purchase price be allocated to the assets acquired and
liabilities assumed based on their fair values at the acquisition date. In valuing acquired assets and assumed liabilities, fair
values are based on, but are not limited to, quoted market prices, expected future cash flows, current replacement costs, market
rate assumptions and appropriate discount and growth rates.

Under the purchase method of accounting, the assets and liabilities of our Predecessor were recorded at their
respective fair values as of the date of the acquisition. The following table summarizes the preliminary fair values of the assets
acquired and liabilities assumed as of the acquisition date (in millions), including a measurement period adjustment described
in the section Goodwill and Intangible Assets Acquired.

{Current assets, .including $88.8 million in cash and cash equivalents $ 1,295.5_1
Property and equipment 45.9
[Goodwill 542.6 ]
Intangible assets, net 387.7
{Deferred tax assets 12.6 ]
Operating lease assets 69.8
Lather assets 124_]
Current liabilities, including $20.6 million of contingent advisory fees payable (321.0)
{Operating lease obligations, less current portion (66.8)
Deferred tax liabilities and long term payables S.D

L $ 1,973.6 |

We paid $20.6 million of “contingent advisory fees” to certain of our investment advisors upon closing of the Merger
transaction. These costs were not expensed in either periods prior to January 9, 2020 or the period from January 9, 2020 to
December 31, 2020 as they did not become payable until the closing of the Merger transaction.

For the period from January 9, 2020 to December 31, 2020, we incurred $31.0 million of transaction fees associated
with the Merger and $7.7 million of share-based compensation expense associated with the acceleration of vesting of certain
Wesco share-based compensation awards upon the completion of the Merger. These amounts were expensed in those periods as
they were determined to be for the benefit of the acquired entity. These amounts are included in "Merger and reorganization
costs" in the consolidated statements of eamings and comprehensive loss.

Goodwill and Intangible Assets Acquired

Goodwill resulting from the Merger transaction preliminarily totaled approximately $537.7 million. A measurement
period adjustment was identified subsequent to the acquisition and increased the provisionally recognized goodwill by $4.9
million related to an adjustment to tax-related liabilities as a result of additional information obtained subsequent to the close of
the transaction. We do not expect to claim any tax deductions with respect to goodwill. Goodwill is considered to have an
indefinite life and is not amortized, but rather is reviewed annually for impairment or more frequently if indicators of
impairment exist (see Note 8. Goodwill and Intangible Assets, net for more information).
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Intangible assets with definite lives subject to amortization acquired in the Merger are as follows (in thousands):

Weighted Average
Fair Value Amortization Period
Customer relationships 8 349925 15 Years
Technology ... 2605 10 Years |
Trademarks 11,750 ; 1 Year
Totalintangibleassets 8 387750 14 Years
Concurrent Offering

Concurrent with the Merger, Platinum acquired 100 shares of Wesco's common stock for cash consideration totaling
$362.7 million through Wolverine Top Holding Corporation. The proceeds from this concurrent offering were used to fund the
refinancing and pay transaction expenses. Wesco assumed approximately $25.7 million of accrued interest and financing fee
obligations from Platinum associated with the acquisition, which represents a partial return of investment. The net investment
by Platinum totals approximately $337.0 million, which is presented as parent company equity contribution upon acquisition in
the consolidated statements of stockholders' equity.

Pattonair Common Control Transaction

In connection with the Merger, Platinum contributed the assets and liabilities of Pattonair through a common control
transaction at the historical bases for these assets and liabilities. The contributed amounts were as follows (in thousands):

Current assets, including $18.6 million in cash and cash equivalents ____ _ __ __ __ § 420286 |
_Property and equipment L o o ..24.893

Goodwill 27,004
Intangible assets,net ... ... 187403
-Deferred tax assets A8

Operating lease assets .. .. 6500
‘Current liabilittes R o (138,597)
Operating lease obligations, less current portion R o o , _(4,761)
Deferred income taxes L (28,193 !
Long-term debt, gross S o o (375,193)
‘Equity - S $ 119,360

Note 5. Commitments and Contingencies
Indemnifications

In the normal course of business, we provide indemnifications to our customers with regard to certain products and
enter into contracts and agreements that may contain representations and warranties and provide for general indemnifications.
Our maximum exposure under many of these agreements is not quantifiable as we have a limited history of prior
indemnification claims and payments. Payments we have made under such agreements have not had a material adverse effect
on our results of operations, cash flows, or financial position. However, we could incur costs in the future as a result of
indemnification obligations.

Litigation

Since the announcement of the Merger, five putative class action complaints were filed by and purportedly on behalf
of alleged Company stockholders: Gray v. Wesco Aircraft Holdings, Inc., et al., No. 1:19-cv-08528 filed September 13, 2019 in
the United States District Court for the Southern District of New York, Stein v. Wesco Aircraft Holdings, Inc., et al., No. 2:19-
cv-08053 filed September 17, 2019 in the United States District Court for the Central District of California, Kent v. Wesco
Aircraft Holdings, Inc., et al., No. 1:19-cv-01750 filed September 17, 2019 in the United States District Court for the District of
Delaware, Sweeney v. Wesco Aircraft Holdings, Inc., et al., No. 19STCV33392 filed September 19, 2019 in the Superior Court
of the State of California County of Los Angeles, and Bushansky v. Wesco Aircraft Holdings, Inc., et al., No. 2:19-cv-08274
filed September 24, 2019 in the United States District Court for the Central District of California (together, (the Actions).
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The Actions named as defendants Wesco and the former members of Wesco's Board of Directors. The Actions allege,
among other things, that the definitive proxy statement on Schedule 14A filed by Wesco on September 13, 2019 omitted certain
information regarding the confidentiality agreements between Wesco and the potentially interested parties, Wesco’s updated
projections, the analysis performed by the financial advisors, and services the financial advisors previously provided to certain
parties. The Actions sought, among other things, damages, attorneys’ fees and injunctive relief to prevent the Merger from
closing. The Stein, Kent, Sweeney and Bushansky actions were voluntarily dismissed. A fee agreement was signed November
30, 2020 and payment has been made. On April 7, 2020, the judge in the Gray action granted Wesco’s motion to dismiss in its
entirety. Gray filed a notice of appeal with the United States Court of Appeals for the Second Circuit on May 6, 2020. The
matter was fully briefed, and oral arguments were held on February 23, 2021. On February 26, 2021, the Court issued a
Summary Order affirming the district court judgment.

We are involved in various other legal matters that arise in the ordinary course of business. Management, after
consulting with outside legal counsel, believes that the ultimate outcome of such matters will not have a material adverse effect
on our financial position, results of operations or cash flows. There can be no assurance, however, that such actions will not be
material or adversely affect our business, financial position and results of operations or cash flows.

- Note 6. Inventory
During the period from January 9, 2020 to December 31, 2020, net adjustments to cost of sales related to E&O
inventory related activities were $12.2 million. We believe that our inventory as of December 31, 2020 reflected its net
realizable value.

Note 7. Property and Equipment, Net

Property and equipment, net, consists of the following (in thousands):

December 31, 2020

Accumulated
Property and Equipment Gross Depreciation Net

[Land, buildings and improvements $ 21,521 § (4,669) $ 16,852 |
Machinery and equipniént 17,328 (6,474) 10,854
I_Fumiture and fixtures 11,350 (6,126) 5,224 |
Computer hardware 15,941 (11,005) 4936
[Computer software 32,669 (18,832) 13,837 ]
Construction in progress 17,415 — 17,415
| Total $116224 § (47,106) $ 69,118 |

Property and equipment included assets acquired under finance leases. See Note 12.

Depreciation and amortization expense for property and equipment was $17.9 million during the period from January
9, 2020 to December 31, 2020 (including amortization expense of $1.2 million on assets acquired under finance leases).

Note 8. Goodwill and Intangible Assets, net

As of December 31, 2020, goodwill consists of the following (in thousands):

[|Goodwill acquired on January 9, 2020 3 542,611 |
Legacy Pattonair goodwill contributed on January 9, 2020 27,004
[Goodwill as of January 9, 2020, gross 569,615 |
Goodwill impairment charge recognized in 2020 (218,013)
[F_oreign currency translation 1,072—|

Goodwill as of December 31, 2020 $ 352,674

The gross amount of acquired goodwill was identified and estimated through the purchase price allocation on January
9, 2020 when the Merger was completed (see Note 4. Platinum Merger Transaction for further discussion). The Company has
determined that there is a single reporting unit for purposes of testing goodwill for impairment.
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During 2020, the Company determined that the carrying value of its reporting unit exceeded its fair value by $218.0
million. The impact of market pressures due to the impact of COVID-19 that drive demand for the Company's products and
services led to decreased revenue and underperformance relative to forecast, adversely impacting the fair value of the reporting
unit. As a result, the Company recorded a non-cash impairment charge of $218.0 million in the third quarter of 2020.

As of December 31, 2020, the gross amounts and accumulated amortization of intangible assets is as follows (in
thousands):

Gross Accumulated Net
Amount Amortization Amount
[Customer relationships (10 -15 years) $ 582,266 $ (108,194) § 474,072 |
Technology (1 - 10 years) 26,075 (2,607) 23,468
[Trademarks (1 - 10 years) 20,760 _ (14,893) 5,867 |
Total intangible assets ) $ 629,101 $§ (125694) $ 503,407

The gross amounts of acquired intangible assets were identified and estimated through the purchase price allocation on
January 9, 2020 when the Merger was completed (see Note 4. Platinum Merger Transaction for further discussion). The
historical Pattonair intangible asset gross amounts and accumulated amortization have also been included in the table above.
For the period from January 9, 2020 to December 31, 2020, intangible amortization expense included in the consolidated
statements of earnings and comprehensive loss was $76.2 million.

Estimated future intangible amortization expense as of December 31, 2020 is as follows (in thousandsj:

{January 1, 2021 - December 31, 2021 $ 78,188 ]
January 1, 2022 - December 31, 2022 71,194
[January 1, 2023 - December 31, 2023 60,329 |
January 1, 2024 - December 31, 2024 54,323
lanuary 1, 2025 - December 31, 2025 49,084 |
Thereafter 189,789
L $ 503,407 |

Note 9. Accrued Expenses and Other Current Liabilities

Accrued expenses and other current liabilities consist of the following (in thousands):

December 31, 2020

[Accrued interest 3 27,344 |
Accrued compensation and related expenses 19,430
{Accrued customer rebates and claims 13,826 ]
Accrued taxes (property, sales and use) 8,306
lf\ccrued professional fees 1,476 ]
Other accruals 25,746
[ Accrued expenses and other current liabilities h) 96,128 |
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Note 10. Long-Term Debt

Long-term debt as of December 31, 2020 consists of the following (in thousands):

Unamortized
Deferred
Principal lsg:::ltce Carrying
Amount Costs (1) Amount
[8.5% senior secured notes due 2024 $ 650,000 (19,835) $ 630,165 [
9.0% senior secured notes due 2026 900,000 (39,815) 860,185
[13. 125% senior notes due 2027 525,000 (34,197) 490,808
Senior secured ABL revolving facility 423,762 — 423,762
| 2,498,762 (93,847) 2,404,915 |
Less: current portion | 15,500 — 15,500
[_Non-current portion $ 2483262 $§ (93,847) $ 2,3894I1S I
(1) Unamortized deferred debt issuance costs include $31.3 million of original issuance discount.
Aggregate maturities of long-term debt as of December 31, 2020 are as follows (in thousands):
[January 1, 2021 - December 31, 2021 $ 15,500 {
January 1, 2022 - December 31, 2022 : 23,250
lsanuary 1, 2023 - December 31, 2023 31,000 |
January 1, 2024 - December 31, 2024 1,056,012
lJanuary 1, 2025 - December 31, 2025 18,000 |
Thereafter 1,339,500
{ 2,483,262 |

2024 Notes, 2026 Notes, 2027 Notes, and the ABL Facility

On November 27, 2019, we issued notes into escrow which were released on January 9, 2020, providing for $650.0
million senior secured notes due 2024 (the "2024 notes"), $900.0 million senior secured notes due 2026 (the "2026 notes" and
together with the 2024 notes, the “Secured Notes”) and $525.0 million senior notes due 2027 (the "2027 notes" and together
with the Secured Notes, the “Holdings Notes™).

On January 9, 2020, we entered into an asset-based senior secured revolving credit facility providing up to $375.0
million of commitments (the "ABL facility" and together with the Holdings Notes, the “Credit Facilities”). The ABL facility
initially had a U.S. sub-facility of $300.0 million and a UK sub-facility of $75.0 million, which were increased on February 20,
2020, to $380.0 million and $95.0 million, respectively, totaling $475.0 million. Borrowings under the ABL facility are subject
to borrowing base capacity, with the borrowing base being defined principally as unreserved accounts receivable and inventory
in material locations. On December 31, 2020, total borrowing under the ABL facility was $423.8 million. As of December 31,
2020, $1.1 million in letters of credit were outstanding and $51.2 million was available for borrowing under the ABL facility.

The interest rate for the ABL facility is based on our average usage of the ABL facility with the réspective margins
ranging from 0.25% to 0.75% for U.S. base rate loans and from 1.25% to 1.75% for LIBOR loans and European base rate loans.
Additionally, we are required to pay an unused line fee ranging from 0.25% to 0.375% on the amount of unused commitments.
The ABL facility expires on January 9, 2025 unless the 2024 notes remain outstanding in August 2024, in which case the
maturity date is accelerated to August 2024, As of December 31, 2020, the weighted-average interest rate for borrowings under
the ABL facility was 1.89%.

The Credit Facilities are guaranteed by us and all of our direct and indirect, wholly-owned, domestic restricted
subsidiaries and certain entities formed under the laws of England and Wales (subject to certain exceptions) and the Secured
Notes and the ABL facility are each secured by substantially all of our assets and the assets of our guarantor subsidiaries,
including capital stock of the subsidiaries (in each case, subject to certain exceptions), with the Secured Notes having a first
priority security interest on the fixed assets of the pledgors (and second lien on the current assets) and the ABL credit facility
having a first priority security interest on the current assets of the pledgors (and a second lien on the fixed assets).
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The Credit Facilities contain customary negative covenants, including, but not limited to, restrictions on our and our
restricted subsidiaries’ ability to merge and consolidate with other companies, incur indebtedness, grant liens or security
interests on assets, make acquisitions, loans, advances or investments, pay dividends, sell or otherwise transfer assets,
optionally prepay or modify terms of certain junior indebtedness or enter into transactions with affiliates.

The Secured Notes each have amortization offer requirements (the “Amortization Offer”). The amount is 1% of the
original principal amount of the respective Secured Notes for the first two offers, 1.50% for the third offer and 2.00% thereafter.
The first Amortization Offer was required to be made at the end of the fiscal year ending December 31, 2020, with the
remaining Amortization Offers required to be made each subsequent year thereafter, in each case, between 30 and 60 days prior
to year-end. Our amortization offer on December 31, 2020 was accepted and paid in January 2021 and have therefore classified
the amortization offer amount as a current liability.

The ABL facility contains a financial covenant, which is a springing 1.0x consolidated fixed charge coverage ratio
only required to be maintained when availability under the ABL facility is less than the greater of 10.0% of the Line Cap (as
defined in the ABL revolving facility) and $35.5 million (the “Financial Covenant Threshold”). As of December 31, 2020, the
Financial Covenant Threshold was $47.5 million which is 10.0% of the Aggregate Commitments (on such date our aggregate
Borrowing Base exceeded the Aggregate Commitments) and on such date we had Aggregate Availability of $51.2 million,
which exceeded the Financial Covenant Threshold.

The following table summarizes the total deferred debt issuance costs for our Credit Facilities as of December 3 1,
2020 (in thousands). The remaining deferred debt issuance costs as of December 31, 2020 will be amortized over their
remaining terms.

Deferred Debt Issuance Costs (1)

Balance on
December 31,
Gross Balance Amortization 2020

B.S% senior secured notes due 2024 $ 25349 §$ (5,514) $ 19,835 J

9.0% senior secured notes due 2026 47,098 $ (7,283) 39,815
113. 125% senior notes due 2027 39,599 (5,402) 34,197 I

112,046 (18,199) 93,847
lSenior secured ABL revolving facility 10,083 (1,836) 8,247 ]

$ 122,129 § (20,035) § 102,094

(1) Deferred debt issuance costs include $31.3 million of original issuance discount.

APAC Line of Credit

Our Singaporean subsidiary, Pattonair Asia Pte Limited, has a $3.5 million line of credit (the "APAC line of credit")
that renews annually on January 1. The APAC line of credit bears interest based on the 3-month LIBOR plus an applicable
margin of 2.75%. As of December 31, 2020, $3.5 million was available for borrowing under the APAC line of credit.

Note 11. Fair Value Measurement

There were no transfers between the assets and liabilities under Level 1 and Level 2 during the period from January 9,
2020 to December 31, 2020.

Non-Recurring Fair Value Measurements

During the period from January 9, 2020 to December 31, 2020, the Company recognized a goodwill impairment of
$218.0 million, which was included in operating expenses in the consolidated statements of income. The fair value was based
on a combination of a discounted cash flow analysis and a market earnings multiples. The assumptions used in the analyses are
primarily Level 3 inputs, including revenue growth rates, projected operating margins, changes in working capital, terminal
values, discount rates, projected earnings, valuation multiples and the selection of appropriate peer companies.
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Note 12. Leases

Our company primarily leases office space and distribution centers, including leases for certain third-party operated
distribution center locations, as well as vehicles and equipment. We determine if an arrangement is a lease at inception.
Operating leases are included in operating lease assets, current portion of operating lease liabilities and non-current portion of
operating lease liabilities in Incora’s consolidated balance sheet. Finance leases are included in property and equipment, net,
accrued expenses and other current liabilities and other liabilities in our consolidated balance sheet. Operating lease payments
are charged on a straight-line basis to rent expense, a component of selling, general and administrative expenses, over the lease
term and finance lease payments are charged to interest expense and depreciation and amortization expense using a debt model
over the lease term.

Our lease assets represent a right to use an underlying asset for the lease term and lease liabilities represent our
obligation to make lease payments arising from the leases. Lease assets and liabilities and the related rent expense are
recognized at the lease commencement date (date on which Incora gains access to the property) based on the estimated present
value of lease payments over the lease term, net of landlord allowances to be received. We account for the lease and non-lease
components as a single lease component for all current classes of leases.

Most of our lease agreements include variable payments related to pass-through costs for maintenance, taxes, and
insurance. These variable payments are not included in the measurement of the lease liability or asset and are expensed as
incurred.

As most of our lease agreements do not provide an implicit rate, we use an estimated incremental borrowing rate,
which is derived from third-party information available at the lease commencement date, in determining the present value of
lease payments. The rate used is for a secured borrowing of a similar term as the lease.

Most leases include one or more options to renew, with renewal terms that can extend the lease term from one to five
years or more. The exercise of lease renewal options is at our sole discretion. The lease term includes the initial contractual
term as well as any options to extend the lease when it is reasonably certain that we will exercise that option. Leases with a term
of 12 months or less (“short-term leases™) are not recorded on the balance sheet. We do not currently have any material short-
term leases. Additionally, our lease agreements do not contain material residual value guarantees or material restrictive
covenants. ’

We sublease certain real estate to third parties, which have all been classified as operating leases. We recognize
sublease income on a straight-line basis.

Lease cost includes both the fixed and variable expenses recorded for leases. The components of lease cost for the
period from January 9, 2020 to December 31, 2020 was as follows (in thousands):

January 9 to

December 31,
Income Statement Location 2020
[(_)perating lease cost Selling, general and administrative expenses $ 17,309 I
Finance lease cost:
LAmortization of property and equipment Selling, general and administrative expenses 1,1()9J
Interest on finance lease liabilities Interest expense 58
L |
Variable and short-term lease cost Selling, general and administrative expenses 2,065
Eublease income Selling, general and administrative expenses (1,112) I
Total net lease cost $ 19,489
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Supplemental balance sheet information related to leases was as follows (in thousands):

As of December 31,
Balance Sheet Location 2020
Assets
'Operating Operating lease assets $ 81,160 f
Finance Property and equipment, net 836
[ Total lease assets $ 81,996 |
| Liabilities |
Current liabilities
iOperating } Operating lease obligations, current portion $ 11,594 J
Finance Accrued expenses and other current liabilities 505
LNoncurrent liabilities 7 }
Operating Operating lease obligations, less current portion 75,514
' Finance Other liabilites 351 |
Total lease liabilities $ 87,964
As of December 31,
2020
Weighted average remaining lease term (years)
F—Operating lea;es 11.5 [
Finance leases 1.9
LWeighted average discount rate ) “T
Operating leases 7.3%
L Finance leases 4.8 %j1

Supplemental cash flow and other information related to leases was as follows (in thousands):

January 9 to
December 31, 2020
{rCash paid to reduce lease liabilities: } E
___Operating cash flows for operating leases $ 10,475
L_wfjl_@cwigg;cis_h flows for finance leases 1,1‘8:1j
;HLease assets obtained in exchange fo;'l:a;s; liabilities: _J
Operating leases 16,315

24



Table of Contents

Maturities of lease liabilities as of (in thousands):

Operating Leases (1) Finance Leases Total
l202l $ 17,345  § 529  § 17,874 |
2022 16,079 311 16,390
12023 13,549 49 13,598 {
2024 10,194 — 10,194
12025 8,738 — 8,738 |
Thereafter 71,383 — 71,383
[Total lease payments 137,288 889 138,177 |
Less: Imputed interest (50,180) (33) (50,213)
lTotaI lease liabilities 87,108 856 87,964 ]
Less: Current portion (11,594) (505) (12,099)
Eong{erm lease liabilities $ 75,514 % 351§ 75,865 ]

m Operating lease payments include $29.7 million related to options to extend lease terms that are reasonably certain of being
exercised.

Note 13. Related Party Transactions

Wolverine Top Holding Corporation entered into a Corporate Advisory Services Agreement with Platinum Equity
Advisors, LLC ("Platinum Advisors") to receive certain financial, strategic advisory and consultancy services. Under this
management agreement, we are obligated to pay Platinum Advisors, or a designee thereof, an annual consulting fee as agreed
from time to time, currently $7.0 million (paid quarterly) plus fees and expenses. We paid and recorded an expense of $7.0
million for the period from January 9, 2020 to December 31, 2020 related to this agreement.

In April and May 2020, certain affiliates of Platinum, related parties of Incora, purchased a portion of the 2027 Notes
which still remain outstanding and payable. See Note 10 for more information on the 2027 Notes.

In November 2020, WTHC contributed $25.0 million in common equity capital through Wesco's parents to Wesco.
Additionally, Wesco issued an Unsecured Promissory Note in favor of WTHC, in the principal amount of $25.0 million. Under
the terms of the note, the loan will accrue interest on the unpaid principal amount at a rate of 13.125% until the Loan is paid in
full or until the occurrence of an event of default is triggered, including failure to make payment when due, failure to observe
any covenant and other typical contractual defaults, whereby interest will accrue at an additional 2% per annum. The
Company’s obligations under the note are unsecured and interest shall be paid in cash on May 15 and November 15 of each
fiscal year, commencing on May 15, 2021. The loan will mature on November 10, 2023.

Note 14. Comprehensive Loss

Comprehensive loss, which is net of income taxes, consists of the following (in thousands):

January 9 to

December 31, 2020
lNet loss $ (556,}_7_1)_]
Foreign currency translation gain 9,234

[Total comprehensive loss 5 (547,137) ]
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Note 15. Income Taxes

The components of our income tax provision (benefit) for the period from January 9, 2020 to December 31, 2020 was as
follows:

January 9 to

(Dollars in thousands) December 31, 2020
[Current benefit )
Federal $ 23,736
LState and local — t
Foreign 2,697
[Subtotal 26,433 |
Deferred (provision) benefit
[ Federal (31,757) |
State and local (9,637)
ﬁ:oreign 7.940 ‘
Subtotal (33,454)
[Provision for income taxes $ (7,021) l

A reconciliation of our provision for income taxes to the U.S. federal statutory rate is as follows for the period from
January 9, 2020 to December 31, 2020:

January 9 to
December 31, 2020

[Beneﬁt for income taxes at statutory rate 21.0 %}
Valuation allowance (15.1)%
[Nondeductible items (6.9)%)
State taxes, net of tax benefit (1.4Y%
{lmpact of foreign operations (1 .O)%J[
Tax contingencies (0.4)%
1{ Impact of Tax Act 24 ‘VJ
Other » 0.1%
{Actual provision rate for income taxes (1 .3)%!

The Company has determined it is likely that we would, in the future, repatriate all of our unremitted foreign earnings.
Following the enactment of the Tax Cuts and Jobs Act (the “Tax Act”), no federal taxes would be imposed upon the repatriation
of these foreign earnings. An immaterial amount of the state, local and foreign withholding taxes associated with the
repatriation of such earnings has been provided in our December 31, 2020 deferred tax balance.
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As of December 31, 2020, the components of deferred income tax assets (liabilities) were as follows (in thousands):

December 31, 2020

Ipeferred tax assets J
Inventories $ 65,036

[ Reserves and other accruals 7,495 ]
Compensation accruals 2,592

[ Net operating losses and tax credits 38,726 l
Lease liability 21,365

| 163()) interest expense limitation 40,038 |
Other 22,995

|Total deferred tax assets 198,247 |

Deferred tax liabilities :

[ Property and equipment (}_6;/)_]
Unremitted earnings of foreign subsidiaries (1,664)

[ Goodwill and intangible assets (104,068)_|
Right of use assets (20,058)

| Other (4,576) |

Total deferred tax liabilities (130,733)

lVa!uation allowance (124,314) l
Net deferred tax liabilities $ (56,800)

As of December 31, 2020, we had federal and state net operating loss carryforwards of $37.1 million and $72.2
million. The federal net operating loss carryforward has an indefinite life and state net operating losses will begin to expire in
2022. In addition, we had foreign net operating loss carryforwards of $44.8 million which will begin to expire in 2021. As of
December 31, 2020, we had U.S. foreign tax credit carryforwards of $10.7 million which will begin to expire in 2021.

We are subject to U.S. federal income tax as well as income taxes in various state and foreign jurisdictions. The
earliest tax year still subject to examination by a significant taxing jurisdiction is September 30, 2013.

On March 27, 2020, the Coronavirus Aid, Relief and Economic Security Act (The CARES Act) was signed into law.
Under the CARES Act, NOLs arising in tax years beginning after December 31, 2017, and before January 1, 2021 may be
carried back to each of the five tax years preceding. The Company benefited under this provision and was able to carry back its
applicable NOLs to the relevant tax years that resulted in a total refund of $23.4 million, which had a significant impact on the
effective tax rate and the income tax receivable of the Company.

The CARES Act further modifies [RC Section 163(j), adjusting the taxable income limitation from 30% to 50%, for
tax years that begin in 2019 or 2020. The Company benefitted from this provision for an additional of interest expense
deduction of $15.7 million which increased its NOL carryover.

We determine whether it is more likely than not that a tax position will be sustained upon examination. If a tax position
meets the more-likely-than-not recognition threshold, it is then measured to determine the amount of benefit to recognize in the
financial statements. The tax position is measured as the largest amount of benefit that is greater than 50% likely of being
realized upon ultimate settlement. We classify gross interest and penalties and unrecognized tax benefits as non-current
liabilities in the consolidated balance sheets. In the next twelve months, the Company anticipates a tax payment of $1.9 million
related to certain unrecognized tax benefits, including interest and penalties, which has been classified as current liabilities in
the consolidated balance sheets. As of December 31, 2020, the total amount of gross unrecognized tax benefits was $13.1
million. Interest and penalties on unrecognized tax benefits were not material as of December 31, 2020. Of this amount, $6.5
million, if recognized, would have an’ impact on our effective tax rate.

The unrecognized tax benefits, which exclude interest and penalties, for the period from January 9, 2020 to December
31, 2020 were as follows:
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January 9 to

(Dollars in thousands) December 31, 2020
[Beginning balance $ 11,237 |
Increases related to tax positions taken during a prior year 1,896
Fncreases related to tax positions taken during the current
year 67
Decreases related to expiration of statute of limitations (145)
[Ending balance ) 13,055 |

We determine whether it is more likely than not that some or all of our deferred tax assets will not be realized. The
ultimate realization of deferred tax assets depends upon the generation of future taxable income during the periods in which
temporary differences become deductible or includible in taxable income. We consider projected future taxable income and tax
planning strategies in our assessment. Based upon the level of historical income and projections for future taxable income, we
believe it is more likely than not that we will not realize the benefits of certain deferred tax assets. The increase in valuation
allowance is primarily due to a full valuation allowance against the Company's net deferred tax assets in certain material
jurisdictions. A rollforward of the valuation allowance for deferred tax assets for the period from January 9, 2020 to December
31, 2020 was as follows:

January 9 to

(Dollars in thousands) December 31, 2020
Eeginning balance $ 19,068 |
Valuation allowance recorded during the period 105,246
{Ending balance $ 124,314 |

Note 16. Restructuring Activities

In January 2020, we supplemented previously initiated merger plan with further restructuring initiatives, involving:
(1) the elimination of certain positions, (2) the migration of certain services to Mexico and Poland; and (3) the closure and
consolidation of certain inventory management facilities. The intent of these initiatives is to realign our workforce to the growth
areas of our business, to increase efficiency and to reduce costs. We anticipate that actions under this plan will continue through
March 2021.

We expect to incur approximately $24.0 million in nonrecurring restructuring costs, primarily related to severance
payments associated with employee terminations, over the entirety of the plan. We recorded total expenses of $22.8 million
during the period from January 9, 2020 to December 31, 2020, primarily consisting of employee severance and related costs.
Such expenses were included in merger and reorganization costs in the consolidated statements of earnings and comprehensive
loss. The remaining liability associated with these costs as of December 31, 2020 was not material.

Note 17. Subsequent Events

Our amortization offer on December 31, 2020 for the Secured Notes of $15.5 million was accepted and paid in January
2021. We are required to make an amortization offer at the end of the fiscal year ending December 31, 2021 at 1% of the
original principal amount of the Secured Notes and expect that our amortization offer will be accepted and paid in the first
quarter of 2022 and will therefore classify that amortization offer amount as a current liability in 2021.

The ABL facility's U.S. sub-facility and UK sub-facility sublimits of $380.0 million and $95.0 million were reallocated
in March 2021 to be $325.0 million and $150.0 million.

The Company entered into an operating lease for its corporate headquarters in Ft. Worth, Texas that commenced in the
first quarter of 2021 and terminates in 2031. The Company will recognize an operating lease right-of-use asset and operating
lease liability of approximately $9.1 million relating to this lease.

In the second quarter of 2021, the Company transferred certain groups of receivables to third-party financing entities

for approximately $59.7 million. The transfers were accounted for as sales with derecognition of the associated receivables.
Gains and losses stemming from such transfers are immaterial.
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The Company's Credit Facilities include financial reporting covenants that require audited annual financial statements
be provided to the lenders by certain dates, which for fiscal year 2020 was April 30, 2021. The Company did not provide such
financial statements to the lenders by April 30, 2021. Additionally, the Credit Facilities include cure periods applicable to the
financial reporting covenants that allow for the Company to cure the covenant violation by providing audited annual financial
statements to the lenders within the time period specified in the Credit Facilities. The Company has provided these audited
annual financial statements to its lenders within the applicable cure periods.

Subsequent events were evaluated through May 10, 2021, which is the date these consolidated financial statements
were available to be issued.
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