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FERRA HOLDINGS LIMITED (REGISTERED NUMBER: 10238820)

GROUP STRATEGIC REPORT
for the Year Ended 31 December 2020

The director presents his strategic report of the company and the group for the year ended 31 December 2020.

REVIEW OF THE BUSINESS
Ferra Holdings Limited ("The Company") is an investment holding company and the principal activity of its subsidiary
undertakings continues to be design, build and maintaining of complex sub-systems in the aerospace and defence sectors.

The Group is headquartered in the UK, with facilities in the United States, Australia and India.
The financial statements and notes within are stated in United States Dollars, being the presentational currency.

RESULTS AND PERFORMANCE

The Group increased sales to $52.059m, showing continued revenue growth with an Operating Profit of $14.212m. Revenue
growth is expected to continue to increase rapidly over the next 3 years, with 2021 on target to create and maintain healthy
long-term returns.

BUSINESS ENVIRONMENT

Overall market dynamics in the global aerospace and defence market are favourable, with defence spending across the world
by major governments remaining robust, supported by several ongoing geopolitical events. Defence spending remains a high
priority for nation states. Ferra has a strong global presence and competitive capability to deliver the benefits of low-cost
international production and proximity to its key customers.

Defence spending in Australia remains high. In addition to the procurement of advanced air, land and maritime platforms,
the Australian government is also providing industry with strong support through federal and state grant schemes, aimed at
helping with global competitiveness and increasing sovereign capability. The recent change in administration in the US is
seen as favorable for Australian defence industry with a more global partnership and collaborative approach expected.

Global integration has created competitive pressures in the commodity machining industry where lower margins are earned.
The group's Indian presence helps to add a competitive cost advantage under the Globally Integrated Enterprise (GIE) model
and management continue to capitalise on our current market position, while looking to move further into more complex /
higher margin assemblies and into design-to-build rather than build to print, creating value through IP.

COVID-19

COVID-19 presents a threat to the Ferra Group, as it does to any business currently. Management are happy to report that a
swift implementation of a COVID-19 policy has resulted in minimal cases across the group's facilities. Management continue
to be vigilant in this area and are taking necessary precautions at each site to ensure the safety of our workforce, customers
and key stakeholders.

Due to the Group's focus on defence contracts at the present time, management expect the effect of COVID-19 to be
temporary. The effects felt by the business during the period under review included schedule delays on commercial
contracts, increased freight costs, raw material availability challenges and operational efficiency challenges that a global
pandemic brings. These costs have largely been offset by government grants and forgivable loans made available in Australia
and the USA. Management are mindful of the effect of the pandemic on the wider industry and in particular the Group's
immediate supply chain. Open communication and pro-active requisitioning have helped the group mitigate larger negative
effects, a strategy that is intended to continue for the foreseeable future.

STRATEGY
In the aerospace and defence industry, we have continued to consolidate our position. We believe it is important to retain a
diversified portfolio of risks in order to achieve stable profits.

The Group will continue to consolidate its position and concentrate its efforts on achieving maximum growth in its existing

market segments. We aim to improve efficiency in all areas of our operations, ensure disciplined contract selection and
contract management. Customer service remains a top priority.
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FERRA HOLDINGS LIMITED (REGISTERED NUMBER: 10238820)

GROUP STRATEGIC REPORT
for the Year Ended 31 December 2020

KEY PERFORMANCE INDICATORS ('KPIS")
Management evaluate performance based on three main Key Performance Indicators as a percentage of revenue:

2019 % of 2020 % of
2019 $'000 Revenue 2020 $'000 Revenue
Revenue 35,932 52,059
EBITDA 15,760 44 19,813 38
Operating Profit 12,282 34 14,212 27
Net Cash Generated (1,427) 4) 4,698 9

PRINCIPAL RISKS AND UNCERTAINTIES
The process of risk acceptance and risk management is addressed through a framework of policies, procedures and internal
controls. All policies are subject to Board approval and ongoing review by management, risk management and internal audit.

. Compliance with regulation, legal and ethical standards is a high priority for the Group and the compliance team and Group
finance department take on an important oversight role in this regard.

FUTURE DEVELOPMENTS

The group continues to look to grow its position in the market while diversifying its client base, primarily through continuing
expansion in its US and Indian operations. Ferra are looking to expand its most recent US expansion in Washington D.C. to
increase US government relations, and further enhance our congressional relationships with elected officials.

The business intends to continue to focus on consolidating its position and ensuring the high level of controls and
management overview are being maintained to show increased success in future periods.

SIGNED BY:

M Scherrer - Director

Date: _12/04/2021
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FERRA HOLDINGS LIMITED (REGISTERED NUMBER: 10238820)

REPORT OF THE DIRECTOR
for the Year Ended 31 December 2020

The director presents his report with the financial statements of the Company and the Group for the year ended 31 December
2020.

DIVIDENDS
No interim dividend was paid on the A Ordinary shares. The director recommends that no final dividend be paid on these
shares.

The B Ordinéry shares have no rights to dividends. These shares have now been repurchased.

EVENTS SINCE THE END OF THE YEAR
Information relating to events since the end of the year is given in the notes to the financial statements.

DIRECTOR
M Scherrer held office during the whole of the period from 1 January 2020 to the date of this report.

STATEMENT OF DIRECTOR'S RESPONSIBILITIES
The director is responsible for preparing the Group Strategic Report, the Report of the Director and the financial statements
in accordance with applicable law and regulations.

Company law requires the director to prepare financial statements for each financial year. Under that law the director has
elected to prepare the financial statements in accordance with International Financial Reporting Standards as adopted by the
European Union. Under company law the director must not approve the financial statements unless he is satisfied that they
give a true and fair view of the state of affairs of the company and the group and of the profit or loss of the group for that
period. In preparing these financial statements, the director is required to:

- select suitable accounting policies and then apply them consistently;

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

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

The director is responsible for keeping adequate accounting records that are sufficient to show and explain the company's
and the group's transactions and disclose with reasonable accuracy at any time the financial position of the company and the
group and enable him to ensure that the financial statements comply with the Companies Act 2006. He is also responsible for
safeguarding the assets of the company and the group and hence for taking reasonable steps for the prevention and detection
of fraud and other irregularities.

STATEMENT AS TO DISCLOSURE OF INFORMATION TO AUDITORS

So far as the director is aware, there is no relevant audit information (as defined by Section 418 of the Companies Act 2006)
of which the group's auditors are unaware, and he has taken all the steps that he ought to have taken as a director in order to
make himself aware of any relevant audit information and to establish that the group's auditors are aware of that information.

AUDITORS
The auditors, Oury Clark Chartered Accountants, are deemed to be re-appointed under Section 487 (2) of the Companies
Act 2006.

ON BEHALF OF THE BOARD:

M Scherrer - Director
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REPORT OF THE INDEPENDENT AUDITORS TO THE MEMBERS OF
FERRA HOLDINGS LIMITED

Opinion

We have audited the financial statements of Ferra Holdings Limited (the 'parent company') and its subsidiaries (the 'group’)
for the year ended 31 December 2020 which comprise the Consolidated Statement of Profit or Loss, the Consolidated
Statement of Profit or Loss and Other Comprehensive Income, the Consolidated Statement of Financial Position, the
Company Statement of Financial Position, the Consolidated Statement of Changes in Equity, the Company Statement of
Changes in Equity, the Consolidated Statement of Cash Flows and Notes to the Consolidated Statement of Cash Flows,
Notcs to the Financial Statcments, including a summary of significant accounting policics. The financial reporting framcwork
that has been applied in their preparation is applicable law and International Financial Reporting Standards (IFRSs) as
adopted by the European Union and, as regards the parent company financial statements, as applied in accordance with the
provisions of the Companies Act 2006.

In our opinion:

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

- the group financial statements have been properly prepared in accordance with IFRSs as adopted by the European Union;

- the parent company financial statements have been properly prepared in accordance with IFRSs as adopted by the
European Union and as applied in accordance with the provisions of the Companies Act 2006; and

- the financial statements have been prepared in accordance with the requirements of the Companies Act 2006.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (ISAs (UK)) and applicable law. Our
responsibilities under those standards are further described in the Auditors' responsibilities for the audit of the financial
statements section of our report. We are independent of the group in accordance with the ethical requirements that are
relevant to our audit of the financial statements in the UK, including the FRC's Ethical Standard, and we have fulfilled our
other ethical responsibilities in accordance with these requirements, We believe: that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our opinion.

Conclusions relating to going concern
Li auditing the financial statements, we liave concluded that the direclor's use of the going concern basis ol accounting in the
preparation of the financial statements is appropriate.

Based on the work we have performed, we have not identified any material uncertainties relating to events or conditions that,
individually or collectively, may cast significant doubt on the group's and the parent company's ability to continue as a going
concern for a period of at least twelve months from when the financial statements are authorised for issue.

Our responsibilities and the responsibilities of the director with respect to going concern are described in the relevant
sections of this report.

Other information
The director is responsible for the other information. The other information comprises the information in the Group Strategic
Report and the Report of the Director, but does not include the financial statements and our Report of the Anditors thereon.

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

In connection with our audit of the financial statements, our responsibility is to read the other information and, in doing so,
consider whether the other information is materially inconsistent with the financial statements or anr knowledge obtained in
the audit or otherwise appears to be materially misstated. If we identify such material inconsistencies or apparent material
misslatements, we ae iequired o delerniue whether this gives 1ise W a malerial misstatement in the finaucial — slalements
themselves. 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 in this regard.

Opinions on other matters prescribed by the Companies Act 2006

In our opinion, based on the work undertaken in the course of the audit:

- the information given in the Group Strategic Report and the Report of the Director for the financial year for which the
financial statements are prepared is consistent with the financial statements; and

- the Group Strategic Report and the Report of the Director have been prepared in accordance with applicable legal
requirements.
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REPORT OF THE INDEPENDENT AUDITORS TO THE MEMBERS OF
FERRA HOLDINGS LIMITED

Matters on which we are required to report by exception
In light of the knowledge and understanding of the group and the parent company and its environment obtained during the
course of the audit, we have not identified any matters in the Report of the Director or the Strategic Report that are
inconsistent with our overall view of the financial statements.

We have nothing to report in respect of the following matters where the Companies Act 2006 requires us to report to you if,

in our opinion: .

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

- the parent company financial statements are not in agreement with the accounting records and returns; or

- certain disclosures of director’s remuneration specified by law are not made; or

- we have not received all the information and explanations we require for our audit.

Responsibilities of director

As explained more fully in the Statement of Director's Responsibilities set out on page four, the director is responsible for
the preparation of the financial statements and for being satisfied that they give a true and fair view, and for such internal
control as the director determines necessary to enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or error.

In preparing the financial statements, the director is responsible for assessing the group's and the parent company's ability to
continue as a going concern, disclosing, as applicable, matters related to going concern and using the going concern basis of
accounting unless the director either intends to liquidate the group or the parent company or to cease operations; or has no
realistic alternative but to do so. )
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REPORT OF THE INDEPENDENT AUDITORS TO THE MEMBERS OF
FERRA HOLDINGS LIMITED

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

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

- Considering the nature of the industry, sector, control environment and current business activities, including
possible financial covenants, performance targets and subsequent remuneration and quality assurance risks.
- Enquiring of management concerning policies and procedures relating to:
1. Complying with laws, regulations and registrations and whether there were any instances of non-compliance
2. Mitigating, detecting and responding to fraud risk and whether there has been any actual or possible
instances of fraud
- Discussing within the engagement team, with component auditors and internal specialists, where necessary,
regarding how and where fraud may occur in the financial statements along with possible indicators of fraud. We
identified the following areas most likely to be susceptible to fraud:
1. Stock valuation
2. Revenue recognition
3. Management override
- Discussing within the engagement team, with component auditors and internal specialists, where necessary, the
legal and regulatory framework in which the group operates and, in particular, those which would have an impact
on the financial statements. The key laws and regulations considered were the Companies Act 2006, UK tax
legislation, UK employment law and Quality Assurance standard AS9100 for the UK registered companies,
together with their equivalents within the operating territories of the subsidiary entities.

Audit response to the risks identified
As noted above, we identified stock valuation, revenue recognition and management override as matters that would be most
likely to be susceptible to fraud. Qur procedures to respond to these risks included:
- Stock valuation testing to ensure that costs included within the valuation were correct and appropriate and that the
resultant valuation was lower than the net realisable value
- Revenue recognition testing included confirmation of delivery dates, cut-off procedures around the year-end and
confirming milestone trigger points had been achieved in accordance with contracts with customers
- Management override testing included reviewing journals posted during the year to ensure the rationale and support
of such journals were valid and appropriate

Furthermore, we also identified compliance with key laws, regulations and registrations, as above, as being significant areas
where there may be potential non-compliance. Our procedures to respond to these risks included the following:
- Review financial statements and disclosures to supporting documentation to assess compliance with the Companies
Act 2006
- Review tax computations and returns to ensure compliant with relevant tax legislation
- Review payroll reports and employee contracts to ensure compliant with employment legislation
- Confirmation by management that the company retained its AS9100 certification when audited by the Lloyds
Registrar in 2020 and that management were confident of recertification when audited in May 2021.

The above matters and identified laws, regulations and registrations and potential fraud risks were communicated to all the
engagement team members, component auditors and internal specialists, where necessary, in order to ensure the audit team
have the ability to identify such risks. The whole team remained alert to any indications of fraud or non-compliance with
laws and regulations throughout the audit.

There are inherent limitations in the audit procedures described above and the risk of not detecting a material misstatement
due to fraud is higher than the risk of not detecting one resulting from error, as fraud may involve deliberate concealment.

A further description of our responsibilities for the audit of the financial statements is located on the Financial Reporting
Council's website at www.frc.org.uk/auditorsresponsibilities. This description forms part of our Report of the Auditors.
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REPORT OF THE INDEPENDENT AUDITORS TO THE MEMBERS OF
FERRA HOLDINGS LIMITED

Use of our report

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

VRV

Rachel Lockwood (Senior Statutory Auditor)

for and on behalf of Oury Clark Chartered Accountants
Statutory Auditors

Herschel House

58 Herschel Street

Slough

Berkshire

SL1 1PG

e 21/4/2021
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FERRA HOLDINGS LIMITED (REGISTERED NUMBER: 10238820)

CONSOLIDATED STATEMENT OF PROFIT OR LOSS

CONTINUING OPERATIONS
Revenue

Cost of sales

GROSS PROFIT

Other operating income

Distribution costs

Administrative expenses
OPERATING PROFIT

Finance costs

Finance income

PROFIT BEFORE INCOME TAX
Income tax

PROFIT FOR THE YEAR

Profit attributable to:
Owners of the parent

-t

for the Year Ended 31 December 2020

Notes

31.12.20
$

52,059,073

(25,680,791 )

26,378,282

1,786,230
(1,084,327)

(12,868,129)

14,212,056
(48,891)
102,223

14,265,388

(4,048,010)

10,217,378

10,217,378

The notes form part of these financial statements
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31.12.19
$

35,931,880

(15,108,666 )

20,823,214

553,030
(802,065)

(8,292,070)

12,282,109
(242,486

3,282

12,042,905

(3,675,089)

8,367,816

8,367,816



FERRA HOLDINGS LIMITED (REGISTERED NUMBER: 10238820)

CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME
for the Year Ended 31 December 2020

PROFIT FOR THE YEAR

OTHER COMPREHENSIVE INCOME

Items that will not be reclassified to profit or loss:
Consolidation foreign exchange movement

IFRS 16 adoption adjustment

Purchase of own shares

Income tax relating to items that will not be reclassified to
profit or loss

OTHER COMPREHENSIVE INCOME
FOR THE YEAR, NET OF INCOME TAX

TOTAL COMPREHENSIVE INCOME
FOR THE YEAR

Total comprehensive income attributable to:
Owners of the parent

31.12.20
$

10,217,378

565,523

(2,325,000)

(1,759,477)

8,457,901

8,457,901

The notes form part of these financial statements
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$

8,367,816

(77,208)
89,970

12,762

8,380,578

8,380,578



FERRA HOLDINGS LIMITED (REGISTERED NUMBER: 10238820)

CONSOLIDATED STATEMENT OF FINANCIAL POSITION
31 December 2020

31.12.20 31.12.19
Notes $ $
ASSETS
NON-CURRENT ASSETS
Goodwill 12 513,572 513,572
Owned
Intangible assets 13 5,805,481 4,662,313
Property, plant and equipment 14 18,021,944 15,213,341
Right-of-use .
Property, plant and equipment 14,23 6,849,982 7,424,802
Investments 15 1,132 1,132
Trade and other receivables 17 5,874,372 -
37,066,483 27,815,160
CURRENT ASSETS
Inventories 16 16,961,423 14,774,108
Trade and other receivables 17 6,007,728 12,373,193
Cash and cash equivalents 18 7,684,933 2,986,809
30,654,084 ‘ 30,134,110
TOTAL ASSETS 67,720,567 57,949,270
EQUITY
SHAREHOLDERS' EQUITY
Called up share capital 19 145,002 1,245,004
Share premium 20 910,316 910,316
Foreign exchange reserve 20 293,236 915,502
Retained earnings 20 22,640,221 13,560,054
TOTAL EQUITY 23,988,775 16,630,876
LIABILITIES
NON-CURRENT LIABILITIES
Trade and other payables 21 886,498 467,465
Financial liabilities - borrowings
Interest bearing loans and borrowings 22 23,654,523 22,380,126
Deferred tax 24 2,613,945 1,240,616
27,154,966 24,088,207
CURRENT LIABILITIES
Trade and other payables 21 10,290,491 12,262,369
Financial liabilities - borrowings
Interest bearing loans and borrowings 22 6,089,752 3,234,540
Tax payable 196,583 1,733,278
16,576,826 17,230,187
TOTAL LIABILITIES 43,731,792 41,318,394
TOTAL EQUITY AND LIABILITIES 67,720,567 57,949,270
The financial statements were approved by the director and authorised for issue on ..12/04/2021.......cccceevrinnccncne and were
signed by:

The notes form part of these financial statements
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FERRA HOLDINGS LIMITED (REGISTERED NUMBER: 10238820)

CONSOLIDATED STATEMENT OF FINANCIAL POSITION - continued
31 December 2020

M Scherrer - Director

The notes form part of these financial statements
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FERRA HOLDINGS LIMITED (REGISTERED NUMBER: 10238820)

COMPANY STATEMENT OF FINANCIAL POSITION

31 December 2020
31.12.20
: Notes $
ASSETS
NON-CURRENT ASSETS
Goodwill ‘ 12 . -
Owned
Intangible assets 13 -
Property, plant and equipment 14 -
Right-of-use
Investments 15 3,759,731
3,759,731
CURRENT ASSETS
Trade and other receivables 17 194,200
Cash and cash equivalents 18 600,334
794,534
TOTAL ASSETS 4,554,265
EQUITY
SHAREHOLDERS' EQUITY
Called up share capital 19 145,002
Share premium 20 910,316
Foreign exchange reserve 20 (45,750)
Retained earnings 20 409,719
TOTAL EQUITY 1,419,287
LIABILITIES
CURRENT LIABILITIES
Trade and other payables 21 3,102,836
Tax payable 32,142
3,134,978
TOTAL LIABILITIES 3,134,978
TOTAL EQUITY AND LIABILITIES 4,554,265
12/04/2021

The financial statements were approved by the director and authorised for issue on ..0.0.0 000,

signed by:

M Scherrer - Director

The notes form part of these financial statements
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31.12.19
$

3,759,731

3,759,731

403,387

388,721

792,108

4,551,839

1,245,004
910,316
7,905
459,434

2,622,659

1,896,490
32,690

1,929,180
1,929,180

4,551,839

............. and were



FERRA HOLDINGS LIMITED (REGISTERED NUMBER: 10238820)

CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
for the Year Ended 31 December 2020

Called up Foreign
share Retained Share exchange Total
capital earnings premium reserve equity
$ $ $ $ $

Balance at 1 January 2019 1,575,003 5,821,245 910,316 992,710 9,299,274
Changes in equity
Reduction in share capital (329,999) - - - (329,999)
Dividends - (718,977) - - (718,977)
Total comprehensive income - 8,457,786 - (77,208) 8,380,578
Balance at 31 December 2019 1,245,004 13,560,054 910,316 915,502 16,630,876
Changes in equity
Reduction in share capital (1,100,002) - - - (1,100,002 )
Total comprehensive income - 9,080,167 - (622,266) 8,457,901
Balance at 31 December 2020 145,002 22,640,221 910,316 293,236 23,988,775

The notes form part of these financial statements
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FERRA HOLDINGS LIMITED (REGISTERED NUMBER: 10238820)

COMPANY STATEMENT OF CHANGES IN EQUITY
for the Year Ended 31 December 2020

Called up Foreign
share Retained Share exchange Total
capital earnings premium reserve equity
$ $ $ $

Balance at'1 January 2019 1,575,003 38,333 910,316 (1,495) 2,522,157
Changes in equity
Reduction in share capital (329,999) - - - (329,999)
Dividends - (718,977) - - (718,977)
Total comprehensive income - 1,140,078 - 9,400 1,149,478
Balance at 31 December 2019 1,245,004 459,434 910,316 7,905 2,622,659
Changes in equity
Reduction in share capital (1,100,002) - - - (1,100,002)
Total comprehensive income - (49,715) - (53,655) (103,370)
Balance at 31 December 2020 145,002 409,719 910,316 (45,750) 1,419,287

The notes form part of these financial statements
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FERRA HOLDINGS LIMITED (REGISTERED NUMBER: 10238820)

CONSOLIDATED STATEMENT OF CASH FLOWS
for the Year Ended 31 December 2020

Cash flows from operating activities

Cash generated from operations 1
Interest paid

Lease interest paid

Tax paid

Net cash from operating activities

Cash flows from investing activities
Purchase of intangible fixed assets
Purchase of tangible fixed assets

Sale of tangible fixed assets
Acquisition of business

Interest received

Net cash from investing activities

Cash flows from financing activities
Net movement on loans

Payment of lease liabilities

Reduction in share capital

Equity dividends paid

Net cash from financing activities

Increase/(decrease) in cash and cash equivalents
Cash and cash equivalents at beginning of
year 2

Cash and cash equivalents at end of year 2

31.12.20
$

18,565,259
(1,041,853 )
(195,223)

(4,211,377)

13,116,806

(2,449,596
(5,887,230)
(2,071)

102,223

(8,236,674)

4,250,462
(1,007,469
(3,425,001 )

(182,008)

4,698,124

2,986,809

7,684,933

The notes form part of these financial statements
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31.12.19
$

7,449,067
(941,993)
(266,308)

(2,166,549 )

4,074,217

(662,854)

(8,247,519)
53,574

(2,200,000)
3,282

(11,053,517)

7,533,419
(932,158)
(329,999)

(718977) .

5,552,285

(1,427,015)

4,413,824

2,986,809



FERRA HOLDINGS LIMITED (REGISTERED NUMBER: 10238820)

NOTES TO THE CONSOLIDATED STATEMENT OF CASH FLOWS
for the Year Ended 31 December 2020

1. RECONCILIATION OF PROFIT BEFORE INCOME TAX TO CASH GENERATED FROM

OPERATIONS .
31.12.20 31.12.19
. $ $
Profit before income tax . 14,265,388 . 12,042,905
Depreciation charges 5,830,834 3,631,450
Loss/(profit) on disposal of fixed assets 17,728 (1,160)
Forex on consolidation restatement 565,523 (77,208)
IFRS 16 adoption adjustment - 89,970
Production overhead interest : 1,188,185 965,815
Finance costs 48,891 242,486
Finance income . (102,223) (3,282)
21,814,326 16,890,976
Increase in inventories (2,187,315) (8,739,690)
Decrease/(increase) in trade and other receivables 491,093 (2,230,769)
(Decrease)/increase in trade and other payables . (1,552,845) 1,528,550
Cash generated from operations 18,565,259 7,449,067

2. CASH AND CASH EQUIVALENTS

The amounts disclosed on the Statement of Cash Flows in respect of cash and cash equivalents are in respect of these
Statement of Financial Position amounts:

Year ended 31 December 2020

31.12.20 1.1.20
) $ $
Cash and cash equivalents 7,684,933 2,986,809
Year ended 31 December 2019
31.12.19 1.1.19
$ $
Cash and cash equivalents 2,986,809 4,413,824

‘I'he notes form part of these financial statements
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FERRA HOLDINGS LIMITED (REGISTERED NUMBER: 10238820)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
for the Year Ended 31 December 2020

1. STATUTORY INFORMATION

Ferra Holdings Limited is a private company, limited ‘by shares, registered in England and Wales. The company's
registered number and registered office address can be found on the General Information page.

2. ACCOUNTING POLICIES

Basis of preparation

These financial statements have been prepared in accordance with International Financial Reporting Standards and
IFRIC interpretations and with those parts of the Companies Act 2006 applicable to companies reporting under
IFRS. The financial statements have been prepared under the historical cost convention.

Going concern

The Group operates in the Global Aerospace and Defence Industry and has a range of customers with whom it trades
on normal trade terms. This comprises approximately 90% of current revenue. Contracts with Boeing, as well as
relating to the F-35 Joint Strike Fighter program form a major part of the Group's revenue. As is usual practice in the
industry, to gain economies of scale these contracts are for significant quantities of product over a number of years
and involve significant start up and research and development costs. These costs are funded through the Group's
bank facilities, government grants and shareholder funding.

As disclosed in notes 22 and 27, the Group is dependent upon these contracts and the current funding arrangements
to enable it to realise its assets and liabilities in the normal course of business and at the amounts stated in the
financial report. Management and the Board has a major focus on ongoing cash flow forecasting and management of
cash flows to ensure that the Group has sufficient funds to cover its planned activities and any ongoing obligations.
Iin addition, it has the ability to usc EFIC funding or bank guarantces to deliver on any new export contracts that may
require significant cash outlays, thereby ensuring that the Group has sufficient funds to cover its planned activities
and any ongoing obliga tions.

As disclosed in note 26, it is the director's opinion that the Covid-19 outbreak will continue to not have a material
impact on the Group's ab ility to operate as a going concern.

On the basis of the above, the Director is of the opinion the Group has sufficient funds to meet its debts as and when
they fall due and realise its assets and settle its liabilities in the ordinary course of business. The financial report has
been prepared on a going concern basis and no adjustments have been made relating to the recoverability and
classification of recorded amounts and classification of liabilities that might be necessary should the Group not
continue as a going concern.

Basis of consolidation ’
The consolidated accounts incorporate the accounts of the Company and those of its subsidiaries.

Ferra Aerospace Private Limited, incorporated in India, is required to prepare its financial statements to 31 March.
For the years ended 31 December 2019 and 2020 audited financia! statements were prepared for this company for
inclusion in the consolidated accounts.

The other four entities in the Group, being Ferra Engineering Pty Ltd, incorporated in Australia, Ferra Aerospace,

Inc. and its subsidiary company, Ferra Aerospace Inc., incorporated in United States of America and Ferra Systems
Limited, incorporated in England & Wales, all prepare accounts to 31 December.
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FERRA HOLDINGS LIMITED (REGISTERED NUMBER: 10238820)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS - continued
for the Year Ended 31 December 2020

2. ACCOUNTING POLICIES - continued

Changes in accounting policies, disclosures, standards and interpretations
New and amended standards and interpretations
There were no new standards adopted in the current financial year.

Summary of significant accounting policies

Current versus non-current classification
The Group presents assets and liabilities in the statement of financial position based on current/non-current
classification. An asset is current when it is:

- Expected to be realised or intended to be sold or consumed in the normal operating cycle

- Held primarily for the purpose of trading

- Expected to be realised within 12 months after the reporting period, or

- Cash or cash equivalent unless restricted from being exchanged or used to settle a liability for at least
twelve months after the reporting period

All other assets are classified as non-current.
A liability is current when it is:

- Expected to be settled in the normal operating cycle

- Held primarily for the purpose of trading

- Due to be settled within 12 months after the reporting period, or

- There is no unconditional right to defer the settlement of the liability for at least twelve months after the
reporting period

The director has classified those interest-bearing loans and borrowings as non-current at 31 December 2020 where
the director does not believe the Group will be required to make any repayments within 12 months.

The Group classifies all other liabilities as non-current.

Foreign currencies

The functional currency of the Group is dependent upon the location of the relevant group member. The functional
currencies used are Great British pounds (£), Australian dollars (AUS $), United States of America dollars (US §)
and Indian rupees (Rup).

The presentation currency for the Group is United States of America dollars (8).

Transactions in foreign currencies are initially recorded by the Group member at its respective functional currency
spot rate at the date the transaction first qualifies for recognition.

Monetary assets and liabilities denominated in foreign currencies are translated at the functional currency spot rate of
exchange at the reporting date. Differences arising on settlement of monetary items are recognised in profit or loss.

In determining the spot exchange rate to use on initial recognition of the related asset, expense or income (or part of
it) on the derecognition of a non-monetary asset or non-monetary liability relating to advance consideration, the date
of the transaction is the date on which the Group initially recognises the non-monetary asset or non-monetary liability
arising from the advance consideration. If there are multiple payments or receipts in advance, the Group determines
the transaction date for each payment or receipt of advance consideration.

Non-monetary items that are measured in terms of historical cost in a foreign currency are translated using the
exchange rates at the dates of the initial transactions. Non-monetary items measured at fair value in a foreign
currency are translated using the exchange rates at the date when the fair value is determined.

The Group classifies all other liabilities as non-current.
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FERRA HOLDINGS LIMITED (REGISTERED NUMBER: 10238820)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS - continued
for the Year Ended 31 December 2020

2. ACCOUNTING POLICIES - continued

Cash and cash equivalents
Cash and cash equivalents in the statement of financial position comprises cash at bank and on hand and short-term
deposits with a maturity of three months or less, which are subject to an insignificant risk of changes in value.

For the purpose of the statement of cash flows, cash and cash equivalents consist of such cash and short-term
deposits, as defined above, net of outstanding bank overdrafts.

Trade and other receivables
A receivable represents the Group's right to an amount of consideration that is unconditional (i.e., only the passage of
time is required before payment of the consideration is due).

The Group's financial assets at amortised cost includes trade receivables and loans to employees.

Allowance for expected credit losses (ECLs)

The Group recognises an allowance for expected credit losses (ECLs) for all debt instruments not held at fair value
through profit or loss. ECLs are based on the difference between the contractual cash flows due in accordance with
the contract and all the cash flows that the Group expects to receive, discounted at an approximation of the original
effective interest rate (EIR). The expected cash flows will include cash flows from the sale of collateral held or other
credit enhancements that are integral to the contractual terms.

For trade receivables and contract assets, the Group applies a simplified approach in calculating ECLs. Therefore,
the Group does not track changes in credit risk, but instead recognises a loss allowance based on lifetime ECLs at
each reporting date. The Group has established a provision matrix that is based on its historical credit loss
experience, adjusted for forward-looking factors specific to the debtors and the economic environment.

Inventories

Inventories are measured at the lower of cost and net realisable value. The cost of manufactured products includes
direct materials, direct labour and an appropriate portion of variable and fixed overheads. Overheads are applied on
the basis of normal operating capacity. Costs are assigned on the basis of weighted average costs.

Net realisable value is the estimated selling price in the ordinary course of business, less estimated costs of
completion and the estimated costs necessary to make the sale.

Investments
Investments held by the Group are accounted for at cost in the statement of financial position less any impairment

charges.

In the individual accounts of the Company, Investments in subsidiaries are accounted for at cost in the statement of
financial position less any impairment charges.
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FERRA HOLDINGS LIMITED (REGISTERED NUMBER: 10238820)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS - continued
for the Year Ended 31 December 2020

2. ACCOUNTING POLICIES - continued

Property, plant and equipment, software and goodwill
Property, plant and equipment, software and goodwill are stated at cost, net of accumulated
depreciation/amortisation and accumulated impairment losses, if any.

Plant and equipment are stated at cost, net of accumulated depreciation and accumulated impairment losses, if any.
Such cost includes the cost of replacing part of the plant and equipment if the recognition criteria are met. When
significant parts of plant and equipment are required to be replaced at intervals, the Group depreciates them
separately based on their specific useful lives. Likewise, when a major inspection is performed, its cost is recognised
in the carrying amount of the plant and equipment as a replacement if the recognition criteria are satisfied. All other
repair and maintenance costs are recognised in profit and loss as incurred.

Goodwill relates to the excess of the purchase price paid on the acquisition of a business over the fair value of the net
assets acquired.

Depreciation/amortisation is calculated on a straight-line basis over the estimated useful lives of the assets, as

follows:

Property 4-6%
Plant and equipment 4 -60%
Computer equipment 19 - 75%
Fixtures and fittings 4 -50%
Tools and measuring tools 15 - 60%
Software pool 15 - 50%
Motor vehicles 12.5%
Goodwill 20%

An item of plant and equipment and any significant part initially recognised is derecognised upon disposal or when
no future economic benefits are expected from its use or disposal. Any gain or loss arising on derecognition of the
asset (calculated as the difference between the net disposal proceeds and the carrying amount of the asset) is included
in the statement of profit or loss and other comprehensive income when the asset is derecognised.

The residual values, useful lives and methods of depreciation of plant and equipment are reviewed at each financial
year end and adjusted prospectively, if appropriate.

All other items, except for plant and equipment, are derecognised on sale and are subject to review for impairment at
each financial year and adjusted prospectively, if appropriate.

Development costs
Development costs are included in the statement of profit and loss and other comprehensive income as incurred,
except as outlined below:

Capitalisation of defence project start up costs

Costs associated with the Group's development of products are capitalised in the period in which they are incurred.
Such costs are not amortised until the product has moved from the development phase and entered the
commercialisation phase. Amortisation is then charged over the period the Group expect the economic benefit of the
product to be obtained.

The period over which economic benefits are expected to be obtained is reviewed annually and adjusted as
necessary.

Development costs relate to two products, the Joint Strike Fighter (JSF) and the Loyal Wingman.
The JSF product has reached the commecialisation phase and its costs are being amortised, with an expectation of
being fully amortised in 2021, when the production benefits of these costs are expected to cease due to a change in

the production method.

Loyal Wingman costs are not yet being amortised as the project is still in the development phase.
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FERRA HOLDINGS LIMITED (REGISTERED NUMBER: 10238820)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS - continued
for the Year Ended 31 December 2020

2. ACCOUNTING POLICIES - continued

Leases
The Group assesses at contract inception whether a contract is, or contains, a lease. That is, if the contract conveys
the right to control the use of an identified asset for a period of time in exchange for consideration.

Group as a lessee

The group applies a single recognition and measurement approach for all leases, except for short-term leases and
leases of low-value assets.The group recognises lease liabilities to make lease payments and right-of-use assets
representing the right to use the underlying assets.

Right-of-use assets

The Group recognises right-of-use assets at the commencement date of the lease (ie. the date the underlying asset is
available for use). Right-of-use assets are measured at cost, less any accumulated depreciation and impairment
losses, and adjusted for any measurement of lease liabilities. The cost of right-of-use assets includes the amount of
lease liabilities recognised, initial direct costs incurred, and lease payments made at or before the commencement
date less any lease incentives received. Right-of-use assets are depreciated on a straight-line basis over the shorter of
the lease term and the estimated useful lives of the assets, as follows:

Plant and machinery 1 to 3 years
Property 5 years

If ownership of the leased asset transfers to the Group at the end of the lease term or the cost reflects the exercise of a
purchased option, depreciation is calculated using the estimated useful life of the asset.

The right-of-use assets are also subject to impairment. Refer to the accounting policies - Impairment of non-financial
assets.

Lease liabilities

At the commencement date of the lease, the Group recognises lease liabilities measured at the present value of lease
payments to be made over the lease term. The lease payments include fixed payments (including in-substance fixed
payments) less any lease incentives receivable, variable lease payments that depend on an index or a rate, and
amounts expected to be paid under residual value guarantees. The lease payments also include the exercise price of a
purchase option reasonably certain to be exercised by the Group and payments of penalties for terminating the lease,
if the lease terms reflects the Group exercising the option to terminate. Variable lease payments that do not depend
on an index or a rate are recognised as expenses (unless they are incurred to produce inventories) in the period in
which the event or condition that triggers the payment occurs.

In calculating the present value of lease payments, the Group uses its incremental borrowing rate at the lease
commencement date because the interest rate implicit in the lease is not readily determinable. After the
commencement date, the amount of lease liabilities is increased to reflect the accretion of interest and reduced for the
lease payments made. In addition, the carrying amount of lease liabilities is remeasured if there is a modification, a
change in the lease term, a change in the lease payments (e.g., changes to future payments resulting from a change in
an index or rate used to determine such lease payments) or a change in the assessment of an option to purchase the
underlying asset.

The Group's lease liabilities are presented separately in the statement of financial position.

Short-term leases and leases of low-valuc asscts

The Group applies the short-term lease recognition exemption to its short-term leases of machinery and equipment
(i.e., those leases that have a lease term of 12 months or less from the commencement date and do not contain a
purchase option). It also applies the lease of low-value assets recognition exemption to leases of office equipment
that are considered to be of low value. Lease payments on short-term leases and leases of low-value assets are
recognised as an expense on a straight-line basis over the lease term.
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FERRA HOLDINGS LIMITED (REGISTERED NUMBER: 10238820)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS - continued
for the Year Ended 31 December 2020

2. ACCOUNTING POLICIES - continued

Goodwill

Goodwill represents the excess of cost over fair value of net assets acquired through business acquisitions and is not
amortized. The Group evaluates goodwill at least on an annual basis and whenever events or changes in
circumstances suggest that the carrying amount may not be recoverable. The Group performs a two-step test to assess
goodwill for impairment. The first step of the goodwill impairment test requires a determination of whether the fair
value of each reporting unit that generates the goodwill is less than its carrying value. If the fair value exceeds the
carrying value, goodwill is not impaired and no further testing is performed. The second step is performed only if the
carrying value exceeds the fair value. The second step involves an analysis reflecting the allocation of fair value
determined in the first step (as if it was the purchase price in a business combination). This process may result in the
determination of a new amount of goodwill. If the calculated fair value of the goodwill resulting from this allocation
is lower than the carrying value of the goodwill in the reporting unit, the difference is reflected as a noncash
impairment loss. The purpose of the second step is only to determine the amount of goodwill that should be recorded
on the consolidated balance sheet. Management of the Group believes that goodwill is not impaired at December 31,
2020.

Impairment of non-financial assets

The Group assesses, at each reporting date, whether there is an indication that an asset may be impaired. If any
indication exists, or when annual impairment testing for an asset is required, the Group estimates the asset's
recoverable amount. An asset's recoverable amount is the higher of an asset's or cash generating unit's (CGU)'s fair
value less costs of disposal and its value in use. The recoverable amount is determined for an individual asset, unless
the asset does not generate cash inflows that are largely independent of those from other assets or groups of assets.
When the carrying value of an asset or CGU exceeds its recoverable amount, the asset is considered impaired and is
written down to its recoverable amount.

Impairment losses are recognised in the statement of profit or loss and other comprehensive income as an expense.

An assessment is made at each reporting date to determine whether there is an indication that previously recognised
impairment losses no longer exist or have decreased. If such indication exists, the Group estimates the asset's or
CGU recoverable amount. A previously recognised impairment loss is reversed only if there has been a change in the
assumptions used to determine the asset's recoverable amount since the last impairment loss was recognised. The
reversal is limited so that the carrying amount of the asset does not exceed its recoverable amount, nor exceed the
carrying amount that would have been determined, net of depreciation, had no impairment loss been recognised for
the asset in prior years. Such reversal is recognised in the statement of profit or loss and other comprehensive
income.

Trade and other payables

Trade and other payables are carried at amortised cost and, due to their short-term nature, they are not discounted.
They represent liabilities for goods and services provided to the Group prior to the end of the financial year that are
unpaid and arise when the Group becomes obliged to make future payments in respect of the purchase of these goods
and services. The amounts are unsecured and are usually paid within 30 days of recognition.

Interest-bearing loans and borrowings

All loans and borrowings are initially recognised at the fair value of the consideration received less directly
attributable transaction costs.

After initial recognition, interest-bearing loans and borrowings are subsequently measured at amortised cost using the
effective interest rate (EIRE) method.

Borrowings are classified as current liabilities unless the Group has an unconditional right to defer settlement of the
liability for at least 12 months after the reporting date.

Contract liabilities

Monies have been received from customers in advance for services not yet provided. As a result, income has not
been recognised during the financial year and contract liabilities are recognised at the end of the year, to the extent
services were not performed at the year end.
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FERRA HOLDINGS LIMITED (REGISTERED NUMBER: 10238820)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS - continued
for the Year Ended 31 December 2020

2. ACCOUNTING POLICIES - continued

Provisions

General

Provisions are recognised when the Group has a present obligation (legal or constructive) as a result of a past event,
it is probable that an outflow of resources embodying economic benefits will be required to settle the obligation and
a reliable estimate can be made of the amount of the obligation.

Long service leave and annual leave

The Group does not expect its long service leave or annual leave benefits to be settled wholly within 12 months of
each reporting period. The Group recognizes a liability for long service leave and annual leave measured as the
present value of expected future payments to be made in respect of services provided by employees up to the
reporting date using the projected unit credit method. Consideration is given to expected future wage and salary
levels, experience of employee departures, and periods of service. Expected future payments are discounted using
market yields at the reporting date on high quality corporate bonds with terms to maturity and currencies that match,
as closely as possible, the estimated future cash outflows.

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

Revenue from contracts with customers .

Revenue from contracts with customers is recognised when control of the goods or services are transferred to the
customer at an amount that reflects the consideration to which the Group expects to be entitled in exchange for those
goods or services. The Group has generally concluded that it is the principal in its revenue arrangements.

The specific recognition criteria described below must also be met before revenue is recognised.

Sale of goods
Revenue from sale of goods is recognised at the point in time when control of the asset is transferred to the customer,
generally on delivery of equipment. The normal credit term is 30 to 60 days.

The Group considers whether there are other promises in the contract that are separate performance obligations to
which a portion of the transaction price needs to be allocated. In determining the transaction price for the sale of
equipment, the Group considers the effects of variable consideration, the existence of significant . financing
components, non-cash consideration, and consideration payable to the customer (if any).

Finance income
Interest revenue is recognised on a proportional basis taking into account interest rates applicable to financial assets.
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FERRA HOLDINGS LIMITED (REGISTERED NUMBER: 10238820)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS - continued
for the Year Ended 31 December 2020

2. ACCOUNTING POLICIES - continued

Taxation

Current income tax

Current income tax assets and liabilities are measured at the amount expected to be recovered from or paid to the
taxation authorities. The tax rates and tax laws used to compute the amount are those that are enacted or
substantively enacted at the reporting date.

Deferred taxation
Deferred tax is provided using the liability method on temporary differences between the tax bases of assets and
liabilities and their carrying amounts for financial reporting purposes at the reporting date.

Deferred tax liabilities are recognised for all taxable temporary differences, except when the deferred income tax
liability arises from the initial recognition of goodwill or an asset or a liability in a transaction that is not a business
combination and, at the time of the transaction, affects neither the accounting profit nor taxable profit or loss.

Deferred tax assets are recognised for all deductible temporary differences, the carry forward of unused tax credits
and any unused tax losses. Deferred tax assets are recognised to the extent that it is probable that the taxable profit
will be available against which the deductible temporary differences, and the carry forward of unused tax credits and
unused tax losses can be utilised, except when the deferred tax asset relating to the deductible temporary differences
arises from the initial recognition of an asset or liability that is not a business combination and, at the time of the
transaction, affects neither the accounting profit nor taxable profit or loss.

The carrying amount of deferred tax assets is reviewed at each reporting date and reduced to the extent that it is no
longer probable that sufficient taxable profit will be available to allow all or part of the deferred tax asset to be
utilised. Unrecognised deferred tax assets are re-assessed at each reporting date and are recognised to the extent that
it has become probable that future taxable profits will allow the deferred tax asset to be recovered.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply in the year when the asset is
realised or the liability is settled, based on tax rates (and tax laws) that have been enacted or substantively enacted at
the reporting date.

Deferred tax relating to items recognised outside profit or loss is similarly recognised outside profit or loss. Deferred
tax items are recognised in correlation to the underlying transaction either in the statement of Other Comprehensive
Income or directly in equity.

The Group offsets deferred tax assets and deferred tax liabilities if and only if it has a legally enforceable right to set
off current tax assets and current tax liabilities and the deferred tax assets and deferred tax liabilities relate to income
tax levied by the same taxation authority on either the same taxable entity or different taxable entities which intend
either to settle current tax liabilities and assets on a net basis, or to realise the assets and settle the liabilities
simultaneously, in each future period in which significant amounts of deferred tax liabilities or assets are expected to
be settled or recovered.

Value added tax (VAT) and Goods and services tax (GST)
Revenues, expenses and assets are recognised net of the amount of VAT and GST, except:

- When the VAT or GST incurred on a sale or purchase of assets or services is not payable to or
recoverable from the taxation authority, in which case the VAT or GST is recognised as part of the
revenue or the expense item or as part of the cost of acquisition of the asset, as applicable

- When receivables and payables are stated with the amount of VAT or GST included

The net amount of VAT or GST recoverable from, or payable to, the taxation authority is included as part of
receivables or payables in the statement of financial position. Commitments and contingencies are disclosed net of
the amount of VAT or GST recoverable from, or payable to, the taxation authority.

Cash flows are included in the statement of cash flows on a gross basis and the VAT or GST component of cash

flows arising from investing and financing activities, which is recoverable from, or payable to, the taxation authority
is classified as part of operating cash flows.
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FERRA HOLDINGS LIMITED (REGISTERED NUMBER: 10238820)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS - continued
for the Year Ended 31 December 2020

2. ACCOUNTING POLICIES - continued

Research and development
Research and development tax offsets are recognised on an accruals basis.

Government grants
Government Grants are recognised in accordance with the terms of the issuing authority.

Revenue grants are recognised on an accruals basis in the accounting period in which the relevant expense is
recognised or in the period to which the income relates.

Employee benefit costs
The group operates a defined contribution pension scheme. Contributions payable to the group's pension scheme are

charged to the income statement in the period to which they relate.

Cash flow statement
The Consolidated cash flow statement has been prepared using the indirect method.
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FERRA HOLDINGS LIMITED (REGISTERED NUMBER: 10238820)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS - continued
for the Year Ended 31 December 2020

3. SIGNIFICANT ACCOUNTING JUDGEMENTS, ESTIMATES AND ASSUMPTIONS

The preparation of the Group's financial report requires management to make judgements, estimates and assumptions
that affect the reported amounts of revenues, expenses, assets and liabilities, and the accompanying disclosures, and
the disclosure of contingent liabilities. Uncertainty about these assumptions and estimates could result in outcomes
that require a material adjustment to the carrying amount of assets or liabilities affected in future periods.

Estimates and assumptions

The key assumptions concerning the future and other key sources of estimation uncertainty at the reportmg date, that
have a significant risk of causing a material adjustment to the carrying amounts of assets and liabilities within the
next financial year, are described below. The Group based its assumptions and estimates on parameters available
when the financial report was prepared. Existing circumstances and assumptions about future developments,
however, may change due to market changes or circumstances arising that are beyond the control of the Group. Such
changes are reflected in the assumptions when they occur.

Development costs

The Group capitalises development costs for projects in accordance with its accounting policy. Initial capitalisation
of costs is based on management's judgement that technological and economic feasibility is confirmed, usually when
a product development project has reached a defined milestone. In determining the amounts to be capitalised,
management makes assumptions about the expected future cash generation of the project and the expected period of
benefits. At 31 December 2020, the carrying amount of capitalised development costs was $4,646,844 (2019 -
$4,099,049).

Taxes

Deferred tax assets are recognised for unused tax losses to the extent that it is probable that taxable profit will be
available against which the losses can be utilised. Judgement is required to determine the amount of the deferred tax
asset that can be recognised based on the timing and level of future taxable profits.

Depreciation and amortisation
Management uses judgement to estimate the useful lives and residual value of depreciating tangible and intangible
assets.

Leases - Estimating the incremental borrowing rate

The Group cannot readily determine the interest rate implicit in the lease, therefore, it uses its incremental borrowing
rate (IBR) to measure lease liabilities. The IBR is the rate of interest that the Group would have to pay to borrow
over a similar term, and with a similar security, the funds necessary to obtain an asset of a similar value of the
right-to-use asset in a similar economic environment. The IBR therefore reflects what the Group 'would have to pay’,
which requires estimation when no observable rates are available (such as for subsidiaries that do not enter into
financing transactions) or when they need to be adjusted to reflect the terms and conditions of the lease (for example,
when leases are not in the subsidiary's functional currency). The Group estimates the IBR using observable inputs
(such as market interest rates) when available and is required to make certain entity-specific estimates (such as the
subsidiary's stand-alone credit rating).

Determining the lease term of contracts with renewal and termination options - Group as lessee

The Group determines the lease term as the non-cancellable term of the lease, together with any periods covered by
an option to extend the lease if it is reasonably certain to be exercised, or any periods covered by an option to
terminate the lease, if it is reasonably certain not to be exercised.

The Group has lease contracts that include extension and termination options. The Group applies judgement in
evaluating whether it is reasonably certain whether or not to exercise the option to renew or terminate the lease. That
is, it considers all relevant factors that create an economic incentive for it to exercise either the renewal or
termination. After the commencement date, the Group reassesses the lease term if there is a significant event or
change in circumstances that is within its control and affects its ability to exercise or not to exercise the option to
renew or terminate (e.g., construction of significant leasehold improvements or significant customisation to the
leased asset).
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FERRA HOLDINGS LIMITED (REGISTERED NUMBER: 10238820)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS - continued
for the Year Ended 31 December 2020

Determining the lease term of contracts with renewal and termination options - Group as lessee (Continued)

The Group included the renewal period as part of the lease term for leases of plant and machinery with shorter
non-cancellable period (i.e. 3 to 5 years). The Group typically exercises its option to renew for these leases because
there will be a significant negative effect on production if a replacement asset is not readily available. The renewable
periods for leases of plant and machinery with longer non-cancellable periods (i.e. 10 to 15 years) are not included as
part of the lease term as these are not reasonably certain to be exercised. In addition, the renewal options for leases
of motor vehicles are not included as part of the lease term because the Group typically leases motor vehicles for not
more than five years and, hence, is not exercising any renewal options. Furthermore, the periods covered by
termination options are included as part of the lease term only when they are reasonably certain not to be exercised.

4. OTHER OPERATING INCOME

31.12.20 31.12.19

$ $
Government grants 1,786,230 553,030

5. EMPLOYEES AND DIRECTORS

: 31.12.20 31.12.19

$ $
Wages and salaries 11,285,170 7,463,402
Social security costs 458,718 435,065
Other pension costs 471,848 364,193
12,215,736 8,262,660

The average number of employees during the year was as follows:

' 31.12.20 31.12.19
Operations 152 115
Administrative 35 23
Corporate 17 11

204 149
31.12.20 31.12.19
$ $
Director's remuneration 127,698 127,702
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FERRA HOLDINGS LIMITED (REGISTERED NUMBER: 10238820)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS - continued
for the Year Ended 31 December 2020

6. NET FINANCE INCOME

31.12.20 - 31.12.19
$ $
Finance income:
Interest received 102,223 3,282
Finance costs:
Bank and other interest 86,135 181,524
Leasing interest . 5,723 60,962
91,858 242,486
Production overheads:
Bank and other interest 998,685 760,469
Leasing interest 189,500 205,346
1,188,185 965,815
Net finance costs ) 1,178,049 1,205,019
7. PROFIT BEFORE INCOME TAX
The profit before income tax is stated after charging/(crediting): _
31.12.20 31.12.19
$ $
Cost of inventories recognised as expense 25,680,791 15,108,666
Leases 143,751 91,090
Depreciation - owneq assets 2,176,353 1,095,339
Depreciation - assets on finance leases 1,461,436 1,119,008
Loss/(profit) on disposal of fixed assets 17,728 , (1,160)
Development costs amortisation ) 1,966,897 1,228,037
Computer software amortisation 226,147 189,043
Foreign exchange differences 1,013,059 58,479
8. AUDITORS' REMUNERATION
: 31.12.20 31.12.19
$ $
Fees payable to the company's auditors for the audit of the company's
financial statements 25,539 26,240
Total audit fees 25,539 26,240
Other non- audit services 50,368 56,416
Total non-audit fees 50,368 56,416
Total fees payable ' ‘ 75,907 82,656
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10.

11.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS - continued
for the Year Ended 31 December 2020

INCOME TAX
Analysis of tax expense

31.12.20 31.12.19

$ $

Current tax:
Tax 2,674,682 2,864,832
Deferred tax 1,373,328 810,257
Total tax expense in consolidated statement of profit or loss 4,048,010 3,675,089

Factors affecting the tax expense
The tax assessed for the year is higher than the standard rate of corporation tax in the UK. The difference is
explained below:

31.12.20 31.12.19
$ $

Profit before income tax 14,265,388 12,042,905
Profit multiplied by the standard rate of corporation tax in the UK of 19%
(2019 - 19%) 2,710,424 2,288,152
Effects of:
Research and development concession refund released / (recognised) (109,106) (56,499)
Deferred tax reserve movement 1,373,328 810,257
Expenses not eligible for tax deduction 35,057 5,930
Other foreign tax and exchange adjustments (2,524) (30,098)
Effect of different tax rates in foreign jurisdictions 739,665 1,037,949
Prior period amendments (72,311) 390,636
Losses carried forward re a subsidiary 88,966 64,678
Losses utilised in the year - (246,310)
Capital allowances in excess of depreciation and other fixed asset timing
differences (715,489) (589,606)
Tax expense 4,048,010 3,675,089

PROFIT OF PARENT COMPANY

As permitted by Section 408 of the Companies Act 2006, the income statement of the parent company is not
presented as part of these financial statements. The parent company's profit for the financial year was $2,275,285
(2019 - $1,140,078).

Included in the parent company's profit for the financial year was a dividend received from group members totalling
$2,240,668 (2019 - $1,042,685).

DIVIDENDS
31.12.20 31.12.19
$ $
A Ordinary shares of $0.020714707 each
Interim - 718,977
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12.

13.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS - continued
for the Year Ended 31 December 2020

GOODWILL

Group

COST

At 1 January 2020

and 31 December 2020

NET BOOK VALUE
At 31 December 2020

At 31 December 2019

INTANGIBLE ASSETS

Group

COST

At 1 January 2020
Additions

At 31 December 2020
AMORTISATION
At 1 January 2020
Amortisation for year

At 31 December 2020

NET BOOK VALUE
At 31 December 2020

At 31 December 2019

$
513,572
513,572
513,572

Development Computer

costs software Totals

$ $ $
6,420,590 1,471,190 7,891,780
2,514,692 821,520 3,336,212
8,935,282 2,292,710 11,227,992
2,321,541 907,926 3,229,467
1,966,897 226,147 2,193,044
4,288.438 1,134,073 5,422,511
4,646,844 1,158,637 5,805,481
4,099,049 563,264 4,662,313
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS - continued
for the Year Ended 31 December 2020

14. PROPERTY, PLANT AND EQUIPMENT

Group
Right of Capital
Leasehold use work in Plant and
improvements assets progress equipment
$ $ $ $
COST
At 1 January 2020 388,080 8,543,810 1,620,605 17,348,082
Additions 108,196 886,616 - 4,106,740
Disposals - - - (194,386)
Transfer on reclassification - - (1,548,521) 1,548,521
At 31 December 2020 496,276 9,430,426 72,084 22,808,957
DEPRECIATION
At 1 January 2020 49,675 1,119,008 - 5,633,814
Charge for year 18,816 1,461,436 - 1,824,185
Eliminated on disposal - - - (178,729)
At 31 December 2020 68,491 2,580,444 - 7,279,270
NET BOOK VALUE
At 31 December 2020 427,785 6,849,982 72,084 15,529,687
At 31 December 2019 338,405 7,424,802 1,620,605 11,714,268
Fixtures
and Motor Computer
fittings vehicles equipment Totals
$ $ $ $
COST
At 1 January 2020 1,996,868 19,676 497,840 30,414,961
Additions 661,609 - 124,069 5,887,230
Disposals - - - (194,386)
Transfer on reclassification - - - -
At 31 December 2020 2,658,477 19,676 621,909 36,107,805
DEPRECIATION
At 1 January 2020 762,469 6,189 205,664 7,776,819
Charge for year 246,515 3,664 83,173 3,637,789
Eliminated on disposal - - - (178,729)
At 31 December 2020 1,008,984 9,853 288,837 11,235,879
‘NET BOOK VALUE
At 31 December 2020 1,649,493 9,823 333,072 24,871,926
At 31 December 2019 1,234,399 13,487 292,176 22,638,142
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS - continued
for the Year Ended 31 December 2020

Group

15. INVESTMENTS

Group

Unlisted

investments
$

COST
At 1 January 2020
and 31 December 2020 1,132
NET BOOK VALUE
At 31 December 2020 1,132
At 31 December 2019 1,132
Company

Shares in

group
undertakings
$

COST
At 1 January 2020
and 31 December 2020 3,759,731
NET BOOK VALUE
At 31 December 2020 3,759,731
At 31 December 2019 3,759,731

The group or the company's investments at the Statement of Financial Position date in the share capital of companies
include the following:

Joint venture
Ferra-BRS Private Limited

Registered office: India
Nature of business: Aeronautical engineering

%
Class of shares: holding
Ordinary 49.00

The principal place of business is India.

The Group unlisted investment relates to an investment in a joint venture with Ferra-BRS Private Limited, a
company incorporated in India. The company has been dormant since incorporation.

16. INVENTORIES

Group
31.12.20 31.12.19
$ $
Raw materials 3,586,253 4,493,209
Work-in-progress 7,332,901 6,958,286
Finished goods 6,042,269 3,322,613

16,961.423 ~ 14,774,108
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS - continued
for the Year Ended 31 December 2020

17. TRADE AND OTHER RECEIVABLES

Group Company
31.12.20 31.12.19 31.12.20 31.12.19
$ $ $ $
Current:
Trade debtors 3,950,256 10,869,688 - -
Amounts owed by group undertakings - - 72,987 371,780
Other debtors 1,004,073 917,079 7,051 -
VAT 281,829 262,924 114,162 31,607
Prepayments and accrued income 771,570 323,502 - -
6,007,728 12,373,193 194,200 403,387
Non-current:
Other debtors 5,874,372 - - -
Aggregate amounts 11,882,100 12,373,193 194,200 403,387
18. CASH AND CASH EQUIVALENTS
Group Company
31.12.20 31.12.19 31.12.20 31.12.19
$ $ $ $
Cash in hand 388 353 - -
Bank accounts 7,684,545 2,986,456 600,334 388,721
7,684,933 2,986,809 600,334 388,721
19.  CALLED UP SHARE CAPITAL
Allotted, issued and fully paid:
Number: Class: Nominal 31.12.20 31.12.19
value: $ $
7,000,000 A Ordinary $0.020714707 145,002 1,245,003
NIL B Ordinary $0.0000015 - 1
145,002 1,245,004

A shares carry voting rights and B shares do not carry voting rights. Each A share carries three votes at general

meetings.

During the year the company reduced the nominal value of the A ordinary shares from $0.1778575214
$0.0207147071 per share. In addition, the company repurchased and extinguished all 450,000 B ordinary shares.
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20.

21

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS - continued
’ for the Year Ended 31 December 2020

RESERVES

Group

At 1 January 2020

Profit for the year

Movement on items held at historic
rates

Share capital reduction

Foreign exchange gain on current
year consolidation

At 31 December 2020

Company

At 1 January 2020

Profit for the year

Movement on items held at historic
rates

Share capital reduction

At 31 December 2020

TRADE AND OTHER PAYABLES

Current:

Trade creditors

Amounts owed to group undertakings
Social security and other taxes

Other creditors and deferred income
Accruals

Non-current:
Employee benefit liabilities

Aggregate amounts

Foreign
Retained Share exchange
earnings premium reserve Totals
$ $ $ $
13,560,054 910,316 915,502 15,385,872
10,217,378 10,217,378
- - (622,266) (622,266)
(2,325,000) - - (2,325,000)
1,187,789 - - 1,187,789
22,640,221 910,316 293,236 23,843,773
Foreign
Retained Share exchange
earnings premium reserve Totals
$ $ $ $
459,434 910,316 7,905 1,377,655
2,275,285 2,275,285
- - (53,655) (53,655)
(2,325,000) - - (2,325,000)
409,719 910,316 (45,750) 1,274,285
Group Company
31.12.20 31.12.19 31.12.20 31.12.19
$ $ $ $
2,574,623 4,621,014 24,840 3,669
- - 2,999,550 1,816,548
153,084 31,957 8,503 -
6,216,065 6,112,394 4,410 -
1,346,719 1,497,004 65,533 76,273
10,290,491 12,262,369 3,102,836 1,896,490
886,498 467,465 - -
886,498 467,465 - -
11,176,989 12,729,834 3,102,836 1,896,490
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21.

22.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS - continued
for the Year Ended 31 December 2020

TRADE AND OTHER PAYABLES - continued

Included in Other creditors and deferred income are $5,139,873 (2019: $6,024,126) which represent Milestone
Payments received by the Group for which revenue will be recognised once the performance obligations have been
satisfied by the Group in accordance with IFRS 15. It is expected that this revenue will be recognised through the
delivery of manufactured parts throughout 2021.

FINANCIAL LIABILITIES - BORROWINGS

Group
31.12.20 31.12.19
$ b
Current:
Other loans 4,484,933 2,044,036
Leases (see note 23) 1,604,819 1,190,504
6,089,752 3,234,540
Non-current:
Other loans 17,768,524 15,958,959
Leases (see note 23) 5,885,999 6,421,167

23,654,523 22,380,126

Terms and debt repayment schedule

Group
1 year or More than
less 1-2 years 2-5 years 5 years Totals
$ $ $ $ $
Other loans 4,484,933 - 17,768,524 - 22,253,457
Leases 1,604,819 1,642,658 2,993,448 1,249,893 7,490,818
6,089,752 1,642,658 20,761,972 1,249,893 29,744,275

Chattel mortgage and hire purchase liabilities are secured over the goods described in the chattel mortgage and hire
purchase agreements.

In October 2020 the Group's Australian subsidiary secured an additional trade finance facility of AUD$ 15 Million
which is secured by the trade debtors and inventory of the subsidiary. As of 31 December 2020 the subsidiary had
utilised AUD $2,455,346 of the facility. The existing loan structure remains in place (which include three USD
facilities and one AUD facility) are secured by a First Registered Company Charge over the Australian subsidiary's
assets and undertakings including uncalled capital. As of the date of this report the USD loans are currently being
repaid in monthly instalments of USD $90,000 per month. The EFIC AUD loan facility is currently interest only and
will be closed out when new financing is secured.

The Group's American subsidiaries have a number of loan notes payable to its bankers secured on the equipment on
the subsidiaries. The loans are scheduled to finish within the date range January 2023 to October 2029. The loan
balance due within 12 months is USD $941,710 and due greater than 12 months is USD $4,304,160.

The Group is currently negotiating to obtain new financing to replace and extend current arrangements. The new

financing is intended to ensure the Group has adequate approved funding in place so as to be able to expand its
operations organically or by acquisition as opportunities arise.
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23.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS - continued

LEASING

Group
Right-of-use assets

Property, plant and equipment

COST
At 1 January 2020
Additions

DEPRECIATION
At 1 January 2020
Charge for year

NET BOOK VALUE

Group
Other leases

Short-term leases

for the Year Ended 31 December 2020

Page 37

31.12.20 31.12.19
$ $
8,543,810 -
886,616 8,543,810
9,430,426 8,543,810
1,119,008 -
1,461,436 1,119,008
2,580,444 1,119,008
6,849,982 7,424,802
31.12.20 31.12.19
$ $
43,751 91,090
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24,

25.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS - continued
for the Year Ended 31 December 2020

LEASING - continued

Group
Lease liabilities

Minimum lease payments fall due as follows:

31.12.20 31.12.19
$ $
Gross obligations repayable:
Within one year 1,865,593 1,463,005
Between one and five years 5,148,060 5,068,915
In more than five years 1,290,165 2,071,904
8,303,818 8,603,824
Finance charges repayable:
Within one year 260,774 272,501
Between one and five years 511,954 621,716
In more than five years 40,272 97,936
813,000 992,153
Net obligations repayable: ‘
Within one year 1,604,819 1,190,504
Between one and five years 4,636,106 4,447,199
In more than five years 1,249,893 1,973,968
7,490,818 7,611,671

DEFERRED TAX

The deferred tax provision of $2,613,945 (2019 : $1,240,616) relates to timing differences between accounting and
tax treatment of items, primarily fixed assets.

At the balance sheet date no group companies recognised a deferred tax asset due to uncertainty as to the timing of
relief for unutilised losses.

CAPITAL COMMITMENTS

The Group's subsidiary company, Ferra Engineering Pty. Ltd., has committed to spend a further AUS $783,832 in
plant, equipment and building additions which are subject to The New Air Combat Capability Industry Support
Program (NACC-1SP). Under this grant Ferra Engineering Pty. Ltd. has received AUS $824,740 with a further AUS
$175,260 to be received by the completion of the grant which at the time of this report is July 2021.

During the year Ferra Engineering Pty. Ltd. were contracted to supply additional F35 statement of work. This work
required additional capacity and a CDIC Grant was applied for and approved. As part of the grant the Company has
also committed to spend a further AUS$27,900 in plant & equipment which is subject to the CDIC grant. Under this
grant Ferra Engineering Pty. Ltd. has received AUS $46,090 with a further $69,317 to be received by the completion
of the grant, which is 25 April 2021.
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217.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS - continued
for the Year Ended 31 December 2020

EVENTS AFTER THE REPORTING PERIOD

There have been no significant events occurring after the reporting period which may affect either the Group' or
Company's operations or results of those operations or the Group's or Company's state of affairs.

As noted in the Strategic Report, the director does not believe that Covid-19 had a significant impact on the Group or
its trading results for the year and also anticipates that this lack of impact will continue.

Further to Note 22, negotiations for a full refinance of the group's debt has been completed at the date of this report
and 1s in the process of being implemented.

ECONOMIC DEPENDENCE

The Group operates in the Global Aerospace and Defence Industry and has a range of customers with whom it trades
on normal terms. This comprises more than 90% of current turnover.

The group has previously entered into a number of contracts with key customers. As is usual practice in the industry,

to gain economies of scale, these contracts are for significant amounts and involve large start up and research and
development costs. Capitalised development costs primarily relate to the contracts with these two customers.
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