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Shott Brothers PLC

FOREWORD TO THE FINANCIAL STATEMENTS

During 2021, the company furthered tntegration into Spirit AeroSystetns (Spirit) and this activily was largely
completed by year cnd. The integration has helped embed the company into Spirit processes, platfonns and
systems and reinforced (he syneigics of being an integral part of the world’s leading aerostructures supplicr. The
company’s expertise in the development, manufacture and support of key aerostructures, including wings,
fusclages and engine nacelles, with the support of Spirit, will provide further access (0 new business opporfumities
and markets in the future.

The Covid-19 pandemic continued 1o impact the global aviation market in 2021, and the company therefore
remained focused on taking actions to protect its employees’ safety and weltbeing whilst reacting to reduced
customer demand through siringent cash and cost controls.

The business therefore continued lo face chalienging cost pressurcs in a difficult overall acrospace context.
Overall company tarnover was slightly down in 2021 at $597.6 million (2026: $620.5 million), Commercial
segment tumover increased overall, driven by a ramp up on Wing delivery as planned, compensaling for a
decrease in fuselage, offsel by a decrease in Aftennarket sales driven by a slower than anticipated recovery and
a change to prochiet hase, to detiver Spirits diversification stutegy. There were significant positive developments
and prospects for growtl identified during the year. Namely, volume is broadly in line with post pandemic
recovery plan, coupled with developments to R&D and Engincuring projects. Overall, total deiiverics in 202)
were 370 (2020; 342).

The tolal loss for 2021 was significantly lower at $76.5 million (2020: $500.2 million). This substantial
improvement is primarily related to $193.4 million exceplional contract provisions taken during 2020 in
comparison to only $34.4 million in 2021, coupled with an exceptional curlailment gain of $60.5 million (2020:
$6.8 million) on the closing of the Shart Brothers Pension Schemes (o future accrual in December 2021, and also
areduction in the restructuring charge for the year lo $nil (2020; $32.0 million). There has also been a significant
reduction in Covid-19 related expenditurc in the year. This is offset by an increase in research and development
(R&D) aclivilies, which saw an increase in R&D expenditure of 145% to $16.4 million (2020: $6.7 million). The
company’s income tax charge for the year has reduced to $0.7 million (2020: $90.7 million), and there have been
significant cost controls across al) operatious.

In 2021 the company was yet again recogniscd for environmental feaduership in the annual Business in the
Community NI Environmental Benchmarking survey, achieving Platinum status. The cotnpany also paticipated
in a pre-COP26 cvent in London, which focused on how both industry and goverminent could work together to
accelerate progress towards the Net Zero goals.

We continued to explore opportunities to exploit our capabilities and develop new technologies. Company
engineers were seconded to the Aecrospace Technology Instilute’s flagship FlyZero R&D programme,
demonstrating our support of initiatives to drive for inare sustainable acrospace platforms and the associated new
technologics and processes required to deliver these products of the future, The company’s technology strategy
is aligned with the UK government’s stralegies around science and innovation, its Plan for Growth, and in
particular its Nct Zero goals. Significant progress was made during the year on two of the main Acrospace
Technology projects, which scek 10 improve future business perfotmance in a cost-coinpetilive, sustainable
manner,

The company also supported a relaunch of the Northern Ireland Advanced Compasites and Enginccring (NIACE)
centre, which it helped to establish in 2012. This centre will play an increasingly important role in suppost of the
Noithern Ircland Department for the Economy’s 10-ycar economic vision.

We continued our membership of the Belfast Maritime Consortinm, a 14-strong syndicate involving a range of
tndustry, academnia and public bodics, which is developing 2ero-cmission passenger ferries 1o help revolutionise
the fulure of maritime lransport. Spirit is applying its expertise in acrospace advanced composites technologics
to the Artemis project, which aims to build high-speed (erries, capable of carrying up to 350 passengers.

In March 2022, Airbus annonnced a partnership with Spirit on the development of wings for its CityAirbus
NextGen prototype. In line with the simplicity of the design, our continzous wing structure witl contribute (o
increasing flight efficiency while maintaining the highest safety standards. Airbus envisages the ali-electric
vehicle providing zero-emission flights for vavious applications in owr cities and communities. ‘These are just a
couple of the exciling projects we are now supporling as part of our strategic diversification strategy.
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FOREWORD TO THIE FINANCIAL STATEMENTS

The company has continucd to support the development of the UK aerospace technology sirategy, which is a
critical companent of the Governmeni’s Plan for Growth and includes the joint Government and industry
commitment to the UK Aerospace Technology Institute (ATT).

The company continues to exccute the five-ycar strategic technology plan with support from the ATI where there
are a series of projects that seek to improve business performance in a cost-compelilive, cnvironmentally
conscious and high-quality manner whilst supporting strategic prioritics. The key technology themes are aligned
with our main business activitics necessary o support our products and related services.

1n 2021, the company was also plcased to confirm the recruitment of apprentices 10 our acrospace apprenticeship
program. The company also launched a new student infernship program for current sludents at local universitics.

During 2021, the Covid-19 pandcmic continucd o present significant chalienges to society and (o working
tifc. As the year progressed, like many organisations, we learnt (o deal with the fluidity of mini ‘circuit breaker®
lockdown scenarios whilst continuing to protect ous cinployees on site and thosc who were working from home
whilst focussing on a risk based, graduated cventual return to work for all employees. Despite these significant
challenges, the company continued with diligent focus its tracking of safetly related occurrences.

Health and Safety (H&S) continued to be a major priority and to be accredited to 1SO 45001 for our internal
safety managemenl syslem and cxecuted our 2021 Belfast safety audit schedute was completed to plan. Post
Covid disruption, as employces retumned fo the sitcs from the circuit breaker, H&S focus continued to play a
major part of operations. KPls for frequency of employcee incidents, arc noted on page 7, continue to compare
positively with industry standards

During 2021, the company conlinued the implementation of a Customer Delivery Model, an ambitious lean
project on the A220 Wing programme, with the objectives of (a) creating significant improvements 10 product
flow through the Wing Manufacluring and Assembly facility, (b) reduction of overall cycle lime and {c) reduction
of customer delivery risk during the rate acceleration phase of this critical programme. The project is planned to
complete in 2022, with the potentinl to Toll out the learning to other key proprammes.

At the end of the year, our Belfast Vice-President and General Manager, Sir Michael Ryan CBE, was presented
wiih the Chairman’s Award for Excellence in Director and Board Practice at the 2021 [nstitute of Directors
Northern treland Director of the Year Awards. Michael was vecognised for his outstanding leadecship and
achievemeuls throughout his career.

We continue to acknowledge the impact of the Covid-19 pandemic on all our employees, their familics, our
customers, suppliers, and communities again during 2021, We are starting to see signs of normality return in
socicty and in the industry.

With the support of Spirit, we are committed to agpressively pnrsue opportunities to protect and grow our
busincss. We continuc to engage dircctly with govermiment, along with our trade unions aud industry peers, to
help us manage through this period in a way that safcguards our unique skiils base in Northern [refand and enables
the company 1o emerge stronger. As always, (he dedication and hard work of our employees plays a key role in
our present and future success,
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STRATEGIC REPORT
The divectors are pleased to present their Sirategic Report for lhe year ended 31 December 2021.

PRINCIPAL ACTIVITIES

The principal activitics of thc company are the design, development and manufaciure of inajor acrostructures and
componen(s (wings, fuselages, engine nacelles and flight components) and providing aftermarket support as well
as other engineering services for both internal and external customers.

The company has the cxpertise to support a full product lifc cycle from design and development through (o
aftermarket and brings valuable cngincering expertise and a strong track record of innovation, especially in
advanced composites.

BUSINESS REVIEW

The company’s Profit and Loss Account on page 22 of the ftnancial stalements shows a loss for the ycar of $76.5
million (2020: loss of $500.2 million) as expluined on page 4. The directors do not recommend the payment of a
final dividend {2020: $nil). Thc company’s operating transactions snd cash [lows are primarily denominated in
US Dollars. Consequently, both the company’s (unctiona$ currency and presentation currency is the US Dollar,

Our key focus over the short to mediwm tenn continnes {0 be the delivery on cost reduction initiatives for current
sustaining programmes and programmes under development. We are exploring the apportunity to cxploit
Belfast’s capabilities within the Spirit Group and avail of cost synergies. There is a continuing plan in place
which focuses on reduction of procurement costs and labour efficiencics. There have also been increased
opportunitics in the space and defence sectar as a resull of the continuing integralion into Spirit, which in tum
has resulted in the expansion of R&D in this arca, rcsulting in a significant incrense in R&D expenditure in the
year. With Spirit’s support and investment, and in line with their strategic initiatives, we will develop future
growth and business devclopnient opportunities.

Following an extensive consultation period, the company closed the Short Brothers Defined Benefit (DB) pension
scheme on 10th December 2021. This pension plan was closed to further contributions and future benefil accrual.
All DB members at date of close of the scheme were moved o a compcetitive Defined Contribution (DC) plan
arrangement with Aviva. This has placed the company in a betler position to plan for the future and continue to
invest in innovation, protect the benefits members have already eamed, and provide emplayces with a new
flexible and competitive pension henefit.

During 2021, the total net retircment bencefits deficit decreased by $362.7 million (2020: $9.9 million decrease)
due to changes in the actuarial assumnptions and the curtailment gain of $60.5 million (2020: $6.8 miltion) on the
closure of the DB scheme to future accrual as noted above. Spirit also paid $130 million cash contribution into
the pension scheme on the first anniversary of the acquisition on 30 October 2021. Spirit have committed to
continue lo meet ongoing deficit repair contributions. The company has investment plans in place o achieve
long-term returns that, in conjunction with company contributions, provide sufficicns asscis o pay the projected
benefits, while maintaining an acceptable leve! of risk given the tolerance of plan stakeholders.
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KEY PERFORMANCE INDICATORS

‘The company uses a range of key perforiance indicators (KPls) to monilor progress and to support the overall
business strategy. The company’s kcy financial and other performance indicators during the year werce as follows:

2021 2020
% of % of
Turnover 8 miltion  tolal & million  total
Conuncreial 493 83 487 79
Defence 8 1 - -
AfNermarket 97 16 133 21
598 620
2021 2020
Deliveries Number Nuniber
Commercial 370 342
370 342

The company uscs a range of key performance indicators (iP1s) (o monitor progress. These support the business
strategy outlincd below:

2021 2020
3 miitlion S million
Qperating lass (30) (385)
Loss for the {inancial year after tax (76) (500)
{nvestiment in property, plant and equipment (cxcludes
investment in leascs) i7 38
Research and development costs 17 7
2021 2020
Number Number
Number of employee H&S incidents (total number of
incidents per 200,000 work hours) 2.85 2.11
Number of time {ost employce incidents (average
aumber of incidents per 200,000 work hours) 0.12 0.14
Severity of cimployce incidents (average number of
days fost per 200,000 work hours) 4.3 83
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BUSINESS STRATEGY

The company’s vision is to be a diversified acrospace design and manufacturing champion, focusing primarily
on higher value products such as wings, nacelies and other complex aerostructures. The company achieves this
vision through the implementation of strategic priorities as iltustrated bolow,

Forid class munufacturing

The company is commiited to developing a culture of continuous improvement by ongoing opcration of the
Achieving Exccllence System (AES). AES is the managemen! system designed to drive a world class cultuie
and world class performance, as measured through six Balanccd Scorccard (BSC) ievers: Safcly, Quality,
Productivily, Pcople, Cash and Cost, and Performance. Through the implementation of AES and secking
feedback direct from stakeholders to strengthen relations, the company has developed a maturity in the
understanding of lean techniques and conlinues to deploy them to eliminate waste in all aspects of our business
and (his has cnabled cucrent cost-reduction initiatives,

Advaniaged supply chain
The company's industrial sirategy secks 1o balance higher value-added proccsses with more compelitive, fawey
cost supply.

Distinctive technology
The company’s techuiology strategy is focused on itproving competitiveness as well as the atignment with the
vision for growth and desired future capabilities of the business.

Engineering innovation
The company’s steategy is focused on the development of enabling technologies relating to the design, desipn
analysis, manufaclure and assembly of acro structural component assemblies, including their installcd systems.

Leverage new business

The company’s Business 1Jevelopment tcanl has continued (o advance in line with the company’s business
growth strategy. The teain’s core mandate is to research, identify and capitalisc on new business opportunitics by
developing strategic relationships with current and potential cusiomers.

To penerate revenue growth, and secure national and regional funding fromn the Space and Defence Sector, the
company is focusing on the increasing number of UK commercial launch providers to support associated
manufacturing and test work packages, and exploitation of associated technology spin-ofis from the sector to
other Spirit AeroSystems business scgments and supporting strategies and consolidate existing business to seek
oul wider international defence strategic refationships.

Talent and inclusion

The company is commitied to creating a world class workforce — actively working to build an equitable and
inclusive culture, where alt employces’ diverse skills and talents are valued is a critical success factor, The
company values the full range of differences, perspectives and abilities that our employees bring to the workplace.
‘Through the application of our core values, the company sirives to create an environmenl where all einployecs
feel welcomned and have a sensc of belonging and vefained.

The company’s three key values that are designed (o help it ineet commitinents to all stakeholders — einployees,
cuslomers, supplicrs, investors, and comnunitics. These values arve:
e Transparency — being apen, honest and respectful with communication, sharing ideas, and building trust by
making intentions clear.
= Collaboration — aligning aclions with others and working together to achieve the best outcomes; and
o Inspiration — encouraging the best from other and leading by examplc to cnsure innavation is a campanent
of success.

Adopting and incorporating these values in day-to-day tasks and activitics supports the company’s cfforts to be
customer focused, provide on-lime delivery, and maintain and improve quality and safcty for all.
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ENVIRONMENTAL REPORT

Environment and Energy
The company continues (o assess our poteniial impact on the environment and mmaintain arrangements to manage
risk and deiver continual improvement,

The Environmental Management System (EMS) is independently accredited 10 ISO14001 by Lloyd's Register
(LRQA} and is subject to regular cxternal audits. LRQA underiook two surveillance audits during 2021, resulting
in no non-conformances being identified. These are excellent resulis that acknowledge the robust arrangements
in place for delivering environmental compliance and continual improvement.

202) saw & continuation of a challenging programme of cavitonmental targets. Actions are already in place to
build on improvements already made in the areas of waste, waler, volatite organic comnpound (VOC) emissions
(related to solvent use), energy use and greenhouse gas emissions. Over the past fow years, as part of an ambitious
cnergy strategy, we have launched a nusnber of initialives 1o secure supply from more sustainable sources and
reduce our energy cost burden.

A range of solar and biogas plants, as well as a 15MW energy from waste plant next to our wing production unit
are helping us become less dependent on mains-gencrated energy. When fully operational, we expect 70% of our
clectrical requireiments (o come from thesc alternalive sources.

Encrgy consumption
Stateinent of carbon emissions in compliance with Strcamlined Encrgy and Carbon Reporting (SECR) covering

encrgy use and associaled greenhouse gas cmissions relating to gas, electricity and transport, intensity ratios and
infonmation relating to energy efficiency aclions,

Category 2021 2020 Unit
Energy consumption used to calculate emissions 132,533,340 | 119,197,856 kWi
Natural Gus 70,873,807 63,681,933 kWh
LPG 112,037 134,649 kW
Gas Oil 453,441 634,868 kWh
Elcetricity 60,640,128 54,283,380 kWh
Transport Fuel 153,926 463,026 kWh
Emissjons from combustion of gas 12,981.25 11,709.20 tCO2e
Emissions from combustion of fuel for transport
purposes 109.00 96.07 1CO2¢
Emissiuns from business lravel 7.28 21.67 1CO2¢
Emissions from purchased electricity 12,875.72 12,655.63 tCO2¢
Total gross tCO2 based on above 25,973.25 24,482.56 (CO2c
tCO2¢ per
Intensity ratio 999.83 950.95 | 200,000 hours

Energy effiviency actions

During the year, the company has instatled a new nitrogen plant at the Wing Production Unit (WPU), modificd
the Air Handling Plant Control System at the WPU cleanroom, reduced the steam pressurc at Newlownabbey,
implemented site specific furlough periods and targeted steam system rcpairs whicls resulied in 2,612,245 kWh
of annual savings.

Methodology used in the calcilation of disclosures

££SOS mcthodology (as specified in Complying with the Energy Savings Opportunity Scheme version 7,
published by the Environment Agency 01/02/2021) is used {n conjunction with Government GHG reporting
conversion {uctors.
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PRINCIPAL RISKS AND UNCERTAINTIES

The risks and uncertaintics facing the company and the matters described belaw are not intended (o be an
exhaustive list. We apply risk assessment and mitigation practices, where possible, lo reduce the nature and cxtent
of our risk exposure fo an acceptable level.

Indusiry

Our business, financial results, and prospects are dependent on global aviation demand. The pandemic has had,
and is expected to continuc to have, a significant impact on aviation demand and cur industry, The industry is
cxpecied to recover in the medium-term and the long-terin prospects are positive. The finaucial projections used
in the going concern assessment are based on Jatest master schedules considering the impact Covid-19 has had
on the industry,

Covid-19

As the effects of the global pandemic continued throughout 2021, cur employees® health and safcty remained the
company’s top priority, combined with the nced 1o ensure business coutimiity, Remote working was not possible
for all employces and a nummber were placed on furlough. Facilities were kept up fo date with government
guidelines and workplace heaith and satety regulations. The company continues to facilitate arrangements for
cimployees who need to observe isolalion and quarantine periods and to support those with chitdcare needs.

Glohal Economic Events

Global ecanomic conditions may impact our results of operations. Russia’s February 2022 invasion of Ukraine,
the resultant sanctions and other measures imposed by the U.S. and other governments, and other velated tmpacts
have resulted in economic and political uncerlainty and risks. The amount of our revenuc and costs from business
conuected with Russia is not material to our finnncial condition. Encrgy, {reight, raw material and other costs
have been impacted by, and nay continue to be impacted by, the conflict. Our associated estimates of such costs,
wheve applicable, use the most recent information available. We continue to monitor and evaluate related risks
and uncertaintics for this potential exposure,

Treasury rislis

Credit risk

The company continuousty monitors coliections and payments and aintains a provision for estimated credit
losses. Company policy is aimed at iiunimising credit risk and requires thal defened terins arc granted only to
custowers who demonstrate an appropriate payment history and satisfy creditworthiness procedures. Individual
exposures are monitored with customers subject ta credit limits to ensure that the company’s exposure to bad
debts is not significant.

Liquidity risk

‘The company aclively maintains shorl-term debt finance that is designed to ensure the company has sufficient
available funds for operations and investment. The company’s operations are primarily fundcd through advances
from other related parlies, specifically a $200 million letter of credit facility with Spirit AeroSystews (Europe)
Liinited. The letter of credit facility was extended to $300 million in September 2022. The current lelter of credit
covers up (o 3] December 2025. The total amount drawn down by the company as at 31 Decomber 2021 is $86. 1
miition (2020: $20.1 million).

Currency risk

The company operates internationally and s exposed to foreign currency exchange risk arising from various
cunrency exposures. Forcign currency cxchange risk arises from fulure commercial transactions, plus recognised
assels and liabilities in foreign cunencies.

In July 2021, a hedging programine was entered into, arrauging GBP conlracls for the company for a period up
(o one year. These contracts were arranged by Spirit Group Corporate Treasury based on an Exposure Forecast
supplicd by company treasury.

The company ussesses curreney risk based on lransactional cash flows, identifying naturally offsetling positions
and purchase hedging instrunents to proiect anticipaled exposures,

10
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SECTION 172 (1) (s)-(f) AND STAKEHOLDER ENGAGEMENT

The direclors have acted in a way that they considered, in good faith, to be the most likely to promote the success
of the company for the bencfit of Hs members as a whole and in doing so have regard to (amongst others matters).

a) the likely consequence of any decision in the long-term.

b) the interest of the company’s cmployees.

<) the need to foster the company’s business relationships with suppliers, customers and others.

d) the impact of the company’s aperations on the community and the environment.

€) the desirability of thc company mainlaining a reputation for high standurds of business conduct; and
f) the need to act fairly between members of the company.

To fulfil the above duly, the directors have put in place measures 1o engage with the wider stakeholder group, fo
cnable a decision-making process that promotes the success of the company for the benefit of its members as a
whole.

The principal activities undertaken in the year include:

o Closure of the Short Brothers Defincd Benefit (DB} pension scheme on 10th December 2621, This
pension plan was closed to further contribntions and future benefit accrual.

e Payment of $130 million cash contribution into the pension scheme on the first anniversary of the
acquisition on 30 October 2021.

e A hedging programme was enlered into, arranging GBP contracts for the company for a period up o
onc year.

+ Issuance of | ordinary share of $0.20 on 28 Qctober 2021 as approved by the Board of Dircclors.

s Assessment of the Russian invasion of Ukraine and potential exposurc to the conopany.

Decision maliing

‘the Spirit AcroSystemns Corporate Governance Structure identifies the rules, practices and processes through
which the Group and its subsidiaries are directed and conlrolled and provides the framcwork for attaining both
the Group's and the company's objectives. Additionally, numerous internal policics arc mainiained setting forth
governance practices o which the Group and the company are required to adhere. Decisions affecling a subsidiary
are required Lo be inade in line wilh this framework and are referenced throughout the strategic report.

The directars of the company contribate to the preparation of a strategic plan and five-year financial projections
within the govemance fraitnework. The management of the business and the execution of the conpany's strategy
are subject to a number of principal and emerging risks which arc identificd and managed on behalf of the
directors by tlic Senior Leadership Council (SLC}, and appropriate processes pul in place to monitor and mitigate
then.

Collengues

We have an eslablished approach to engaging colleagucs to ensure we take their perspectives into account in our
decisions and action plans and sharc with them our stralegy and progress. Our leaders engage face to face with
colleagues locally and we cngage collectively, including through an effeclive parinership with our Irade unions
in regular Joint Consultative Council meetings. Construclive relationships which build on mutual respect and
transparency help the company to retain employees and avoid labour disputes which contributes to greater
productivily and business efficiency. Anmual planning sessions held across the company encourage employee
engagement at the beginning of each year and provide an opportunity for employees to provide inpul to annual
planning and objective setting,

Suppliers

The company has contracts and agreements in place with top-ticr suppliers across the globe and continues to seek
qualified, compelitive additions 1o the Spirit supplicr network to enable meeting customer commitmenls and
create cffective longstandiag relationships with suppiiers which are mutually beneficial. The company engages
with key suppliers through regular Programme Management Revicws, and {his has served to strengthen
relationships and promote good business practice. These revicws are key to cnsuring alignment with suppliers,
across all aspects of technical and commercial interactions.
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SECTION 172 (1) (a)-(f) AND STAKEHOLDER ENGAGEMENT (CONTINUED)

Custoniers

In order to fulfil our goal of providing an amazing customer experience, it is important to engage with customers
to maintain and expand our current customer base. We use and share Cusiomer Scorecards with key customers,
which allow cach customer to rate our performance across the following areas and to demonstrale our focus to
customer needs: quality, cost/commercial, delivery, responsiveness, aflermarket and customer focus. In terms of
our aftermarket customcrs, management obtain fecdback in relation to responsiveness of queries and timeliness
of fulfilling orders, both in repairs and spares supply. Furtheninore, the company has eslablished a cadence of
governance and review meetings with key customers to discuss operational and sirategic topics. The dircctors
vicw engagement with customers highlighted the fundamentat need to continue to nurture and maintain strong
relationships with our customers {o ensure continued and new business.

Government and regulators

The directors recognise the importance of cngagement with government and reguiators, principally the
Department of Business, Energy & Industeial Strategy (BEIS), and lavest Notthera Lreland (SN[}, The company
engages with both on a regular basis to provide business updates, highlight industry issucs and support required,
and apprise of polential new opportunities. To supporl grant monitoring, the company is required fo report on a
quarterly basis on employment, financial performance, and sales and markeling news, including customer
satisfaction levels, operations, R&D, new products/services planned, and legal actions.

The company is represented on 1he joinl government and industry Acrospace Growth Partnership (AGP), serving
on the Board as well as on several working proups, on which governinent officials also sil. The Board is jointly
chaired by the BEIS Minister responsibie for Aerospace, and those meetings take place cvery four to six wecks.
In early 2022, it was formally confirmed that Sir Michacl Ryan CBE, Vicc President and General Manager in
Spirit Belfast, was taking on the role of Industry Chair of the AGP Board. The various working group meetings
in which thc company also participates occur approximately every six weeks. ‘Fhrough its participation in the
AGP, the company is actively contributing to the futurc shape of the acrospace industry in the UK and supporling
key government strategies and net zero goals.

‘I'he company continned (0 cxeoute its governmcent and political engagement plan to ensure its interests were
amplificd at Cabinet, UK Ministerial and NI Ministerial levels, as well as across the broader political spectrum.
A nunber of key government visils to lhe Belfust opermitons took place during the year, and the company
continucd to raise any issues, both directly with government and via business/lrade bodies, around Covid-19
recovery, the new trading relationship as a result of the NI Protocol, and the need for government funding for
industry R&D projects.

"The company also supported the launch of the Northern Ireland Departinent for the Economy’s economic vision
for the next 10 years, 10X Economy - an cconomic vision for a decade of innovation’.

12
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SECTION 172 (1) (a)-(f) AND STAKEHOLDER ENCAGEMENT (CONTINUED)

Communitics

We continue {o support a number of initiatives in our local communities in the arcas of education,
chtreprencurship and social inclusion. These areas fit with our business and enable us 10 maximise our
investiments, as well as the skills and expertisc of our employces.

As part of the company’s educational outreach in 2021, our charitable foundation continued its sponsorship of
the Composites Bugineering chair at Ulster University and the Aisling Educational Bursary programme for third-
level students in West Belfast.

In the area of entreprencurship, we sponsored Catalyst in Titanic Quarter, a business network dedicated to helping
create, mentor and sustain innovalive start-ups in Northern [refaud.

Employces also organised their own fantastic fundraising aclivitics throughout the year and, together with their
charity society and the company’s charitable foundation, donated thousands of pounds to local causes. Charitics
supported include Action Mentai FHealth, the Northern Lreland Children’s Hospice, and Helping Hand at the Royal
Victoria Hospital for Sick Children, The Salvation Army and 8t. Vincent de Paul.

By order of the board

Sir Michael Ryan
Dircclor
Date: 4 November 2022
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‘The directors present their annual report and audited financial slatements for the year ended 31 December 2021.

Strategic report
The company’s strategic report is included on pages 6 to 13 and includes our review of the business for the last
financial year.

Resulis and dividends
The loss for the financial year of $76.5 million (2020: $500.2 million) is reported on page 22 of the financial
statements. The dircctors have proposed no dividend in respect of the current ycar (2020: $nil)

Directors
The directors who served during the year are listed on page 3.

Corporate governance

The company is committed to the highest ethical standards and to complying with all laws and regutations
applicable to the company's business. ‘o support and articulate its commitment and responsibility in this regard,
the company has adopted a Code of Conduct {(the “Code™) and a Finance Code of Professional Conduct that
applies lo the directors of the company. The Code addresses a number of topics, including the Foreign Corrupt
Practices Act, conflicls of interests, safeguarding assets, insider trading, and general adherence {o laws and
regulations. Copies of the Code and Finance Code of Professional Conduct are available on the parent company’s
websile at:

https://investor.spiritaero.com/corporaie-governance/govdoces/defaull.aspx

Future developments

The company intends to continue operating in the aren of design, devclopment and manufacture of aircraft
components (wings, fuselages, cngine nacelles and flight compouents) and relaled products and services. We ate
also working to develop further opportunitics which exploit our current techinology within the space and defence
scclors.

The prior year acquisition by Spirit has helped secure our long-tenn future driving growth in both oue Airbus
programmes and the aftermarket segment of the business, as well as supporting new opportunities in (he space
and defence scclors.

The indusltry is showing carly signs of recovery in the medium term from the Covid-19 pandemic, and the tong-
terin prospects are expected to be in line with pre pandemic cxpectations as nortnal imnarket conditions return.

Financial instruments

‘The company finances its activitics through a combination of amounts duc 1o other related pastics, vendor non-
recurring liability, finance leascs, cash and government refundable advances. Other financial assets and liabilities,
such as trade debtors and trade creditors, arise divectly from the cotmpany’s operating activities.

The disclosures of financial instrument risks and policies have been included in the Strategic Report in accordance
with 414 C (11) of the Companics Act 2016 as the dircctors consider that this information is of stratcgic
imporlance. In the cusrent year, the company introduced {forward foreign currency coniracts to reduce expasure
to the variability of foreign exchange rates by fixing the rate of any material payments in a foreign currency.

Research and developnieat
‘The company’s research and development activities are discussed in the Strategic Repaort.
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Employees

The company is an equal opportunity employer, and its policy is to appoint persons on the basis of merit and
capability without regard to religious belicf, political opinion, gender, marital status, sexual orientation,
disability, race, cthnic background or national origin, age or slatus as an cx-offender. Tt is the company's policy
to ensure equality for applications from disabled people to ensure that special requirements are facilitated
appropriately in relation to the jobs for which they apply. When an employee becomes disabled, cvery cffort
is made to ensure continuity of employinent. In all instances, considcration is given to the provision of
appropriate training facilities. The company is commitied to safeguarding the health-and safety of its employees
and others in accordance with carrent legislation.

‘The compuny cncourages the involveinent of employees in its affairs by participation in regular face-to-facc
bricfings and through a Joint Consuliative Committee consisting of representatives of the Management and
Trade Unions. By these means, and through newslctters and other writien communications, employees are
regularly informed on the progress of the company, covering both financial and commercial issues, and their
views sought on matters that affcct themn as ciployces.

The directors recognise the importance and provision of on-going training for all cmployees and ihe company is
commitied 10 involve all employees in the performance and development of the company. ‘The dircctors wish to
thank all employces for their cforts during the year.

CGoing concern

The directors have performed a going concern assessment, incliding a review of the company’s financial
position, fulure operalions and cash flows for the period to 31 December 2023, The company’s business
activities, together with the factors likely (o afTect its future development and position, are discussed in the
Strategic Report, and these factors have been considered when preparing the financial projections of the company.

T'his assessment together with (he net liabilities position at 31 December 2021 of $258.8 million (2020: $503.0
million), as shown on page 24, indicated that the company is dependent on continuing financial support being
madc available by ils parent Spirit AeroSysteins Holkdings Iinc. o enable il to continue operating and Lo meet its
liabilitics as they fall due.

The directors of thc company’s ultimate parent undertaking Spirit AeroSystems Holdings, Inc. have provided a
lester indicating that they have Lhe ability o provide and will provide financial support to the company to 31
Decenber 2023. Based on the 2021 Spirit AeroSysteins Holdings Inc. results and the 2022 and 2023 projections,
the directors arc satisfied that Spirit has sufficient cash and liguidity to provide this supporl. In particular the
directors of the Company and those of Spirit have considered the financial perfermance and cash flows of the
Spirit Group which indicate (hat Spirit is expected to continue to be cash generative and meet its obligations us
they fall due for the period to 31 December 2023.

Although a risk within the market remains, the acrospace indusiry is expected to recover from the impact of the
Covid-19 pandemic in the medium term. The financial projections used in the going concern asscssinent are
based on latest aster sclicdules, which consider the impact Covid-19 has had on the aerospace industry, together
with management’s forecast of supply chain costs inctuding the impact of encrgy costs and inflation. Further
sensitivities in relation (o these assumplions have been considered by the direclors as part of their going concemn
assessment.

On the basis of their enquires of the Spirit going concem assessment, the leiter of support provided by Spirit
AeroSystems Holdings, Inc., and the reasonable expectations that the Spirit Group will continue as a going
concern, the Dircclors have concluded that the Company will be able to conlinue in operational cxistence for the
period to 31 December 2023, Consequently, the dircclors continuc to adopl the going concern basis of accounting
in preparing the company’s financial statements.
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Evenls after the reporting date

Russian Invasion of Ukraine )

In February 2022, the Russian invasion of Ukrgine had a huge impact on many industries. Given the evolving
situation, there are unknown factors and events that could impact the company’s operations. This major crisis
constitutes a post-closing event, with no impact on (he value of the compauy’s assets and lighilities in the accounts
at 31 December 2021, The company performed an assessment of this situation in the second quarter of 2022 and
estimated a potential exposure to the company of $28.1 million. The charges are included on thc Parent
Company’s Consalidated Statements period ended 30th June 2022,

Repayment of government refundable advance

Subsequent to the year end, the company repaid the government refundable advance relation to the repayable
launch investment of $320 million {note 15). The balance remaining on this loan at the datc of signing the
financial statements is $nil.

Issue of share cupital

Ou 12 January 2022, the company issucd 1 ordinary share with a nominal valne of $0.20 in retum for a capital
contribution from the Spirit Group. The company recogniscd this all within share premimm of $26.1 million.

On 11 April 2022, (he company issued an addilional 2 ordinary shares with a nominal value of $0.20 in return
for a capital contribution from the Spirit Group. The company recogniscd this all within share premium of $290.8
million,

Extension of the letter of credif facilifywith Spirit AeroSystems (Europe) Limited.

The letter of credit facility with Spirit AcroSystems (Europe) Limited was extended to $300 million in September
2022, The current letter of credil covers up to 31 December 2025.

There have been no additional material events subsequent to 31 December 2021 that would require adjustnicent
to andfor disclosure in these financial statements.

Auditors
In accordance with Section 487 of the Companies Act 2006, a resolution is 1o be proposed at the Annual General
Mecting for rcappoiniment of Emst & Young LLP as auditor of thc company.

Divectors? statement as to disclosure of informatien to auditors

So far as cach of the directors in office at the date of approval of thesc {inancial stalements is aware, there is no
relevant audit information, being information needed by (he auditor in connection with preparing its report, of
which the auditor is unaware. Maving made enquires of fellow directors and the company’s auditor, each director
has taken all the steps that they arc obliged to luke as a director in order to make themselves aware of any relevant
audil informatton ant to establish that the auditor is aware of that infonmation.

By order of the board

M

Sir Michael Ryan
Pireclor
Date: 4 Novembr 2022
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DIRECTORS’ RESPONSIBILITIES STATEMENTS

The directors arc responsible for preparing the Strategic Report, the Directors’ Report and the financial
statements in accordance with applicable UK law and regulations.

Company law requires the directors to prepare financial stalements for cach financial year. Under that law,
the directors have elected (o preparc the financial statements in accordance with United Kingdom Generally
Accepted Accounting Practice (United Kingdom Accounting Standards and applicable law), including
Financial Reporting Standard 101 ‘Reduced Disclosure Framework®. Under company faw, the direciors must
not approve the financial stalements unless they are satisfied that they give a truc and fair view of the state
of affairs of the company and of the profit or loss for (hat period and otherwise comply with the Companies
Act 2005.

In preparing those Ginancial statements, the directors ave required to:

¢ select suitable accounting policies and then apply them cousistently.

« make judgements and estimates that are reasonable and prodent.

o present information, including accounting policics, in a manner that provides relevant, reliable,
comparable and understandable information.

s provide additional disclosures where compliance with the specific requiements in FRS 101 is
insufficient to enable users to understand the impact of particular transactions, olher cvents and
conditions on the company’s financial position and financial performance.

* state whether applicable UK Accounting Standards including FRS 101 have been followed, subject fo
any material depurtures discloscd and cxplained in the financial statements; and

« prepare the financial statemenls on Ihe going concemn basis unless it is inapprogriate to presuime that
the company will continue in business.

‘The directors are responsible for keeping adequate accounting records that are sufficient to show and cxplain
the company’s transactions and disclosc with reasonable accuracy at any time the financial position of the
company and cnable them to ensure that the financial statements comply with the Companics Act 2006.

They are also responsible for safcguarding the assets of the company and hence for laking reasonable steps
for the prevention and detection of fraud and other irvegularities.
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INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF SHORT BROTHERS PLC

Opinion

We have audited the financial statements of Short Brothers plc for the year ended 31 December 2021 which
comprise Profit and Loss Accouul, the Balance Sheet, the Statement of Comprehensive Income, the Statement
of Changes in Equity and the related notes | to 28, including a summary of significant accounting policies. The
financial reporting framewotk that has been applied in their preparation is applicable law and United Kingdom
Accomding Standards including FRS 101 “Reduced Disclosure Framework (United Kingdom Generatly
Accepted Accounting Practice}.

In our opinion, the financial stalemeats:

e givcatrucand fair view of Ithe company’s affairs as at 31 December 2021 and of its loss for the year (hen
cided,;

o have been properly prepared in accordance with United Kingdom Generally Accepted Accounting
Practice; and

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

Basis for opinion

We cunducted our audit in accordance with International Standards on Auditing (UK) (1SAs (UK)) and
applicable law. Our responsibilities nnder those standards are further described in the Auditor’s respansibilities
for the audit of the financial statements section of our report. We are independent of the company in accordance
with the ethical requirements that are relevaat to our audit of the financial statements in (he UK, including the
FRC’s Ethical Standard as applied (o other entitics of public interest, and we have fulfitled our olher ethical
responsibilities in accordance with these requiresnents.

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

Conclusians velating to going concern

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

Our evaluation of the directors’ assessment of the company’*s ability to continuc to adopt the going concern
basis of accounting included, the folfowing proccdures:

s obtained aund walked through management’s forecast cash flow madel and the seusitivities applied
thereon.

s confirmed availabilily of facilities including conditions and covenants.

s corroborated Ritnre forccast inputs as reasonable through reference to in year testing, and through
independent verification of forecasts, including (i) airceafi component deliverics; (i) unit costs; (iii)
sales price (iv) working capital; (v) cost base and inflation assumptions; and (v) impact of the
Ukraine/Russia conflict and sensitised the assumplions applied.

« obtained the base cusc along with sensiliscd forceasts prepared by management, and challenged
management on the appropriateness and robustness ol the sensilives applicd.

o agreed the opening cash position per management’s forecast cash flow model to cash held in the bank.

o considered the methodology under which the forecast cash flows were derived and (ested the integrity
ol management’s forecast cash flow model.

= obtaincd a copy of the letter of support from the dircclors of the ultimate pavent company to the
Directors of the Company.
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o obtained the wider Spirit AcroSyslemns Holdings, Inc. forceasts to asscss thewr ability to provide
support as required. Considered the nature of the wider Group’s business and identified the key
drivers of cash flow generation and range of customer as well as the Group’s obligations and reviewed
and challenged the Group’s forecast based on our understanding of the key assumptions.

o challenged managemeni’s going concern period and whelher the period to 31 December 2023 was
appropriate and concluded this is in line with the support provided by Spirit AeroSystems Holdings,
Inc. and

o audited the disclosure in respecl of going concern in the financial statements and concluded the
disclosure was appropriatc.

Based on the work we have performed, we have not identificd any material uncertainties relating to cvents or
conditions that, individually or collectively, may cast significant doubt on the company’s ability to continue as
a going concem for a period to 31 December 2023.

Our responsibilities and the responsibilities of the directors with respect to going concern are described in the
retevant sections of this report. However, because not all future events or conditions cun be predicted, this
statement is nol a guarantce as to the company’s ability to continuc as a going concern.

Other information

The other information comprises the information included in the annual report, other than the financial
statemnents and our auditor’s report therean. The directors are responsible for the other information contained
wilhin the annual repost.

Our opinion on the financinl statements does not cover the other information and, except ta the extent otherwise
explicitly slated in this repon, we do nol express any form of assurance conclusion thereon.

Qur responsibility is to read the other information and, in doing so, consider whether dic other informalion is
inaterially inconsistent with the financial stalements or our knowledge obtained in the course of the audit or
otherwise appears to be materiafly misstated. If we identify such matcerial inconsistencies or apparent material
misstatements, we are required to determine whether this gives rise to a material misstalement in the financia!
statements themsclves. If, based on the work we have performed, we conclude that there is a maierial
misstatement of the other information, we are required to report that fact.

We have nothing to report in this regard.

Opintons on other matters prescribed by the Companies Act 2006

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

o the information given in the strategic report and the directors’ report for the finuncial year for which the
financial statements arc prepared is consistent with the financial statements; and

s (he strategic rcport and directors’ report have been prepared in accordance wilh applicable legal
requircments,

Matiers on which we are required to report by exception

n the light of the knowledge and understanding of the company and its environment oblained in the course of
the audit, we have not identified material misstateitents in the strategic report or divectors’ report.

We have notliing to report iu respect of the following matters in relation to which the Companies Act 2006

requires us lo report to you if, in our opinion:

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

o the financial statcments are not in agreement with the accounting records and refums; or

o certain disclosures of dircclors” remuncration specified by [aw are nol made; or

¢ wc have not reccived all the information and explanations we require for aur andit
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Responsibilities of directors

As explained more fully in the directors® responsibilities statcment set oul on page 17, the directors are
responsible for the preparation of the financial statements and for being satisfted that they give a true and fair
view, and for such inlemal control as the directors determine is necessary to enable the preparation of financial
statements that arc free from material misstatement, whether due to fraud or error.

In preparing the financial siatements, the directors are responsible for assessing the company’s ability to
continue as a going concern, disclosing, as applicablc, matters related (o going concem and using the going
concern basis of 2ccounting unless the divectors aither intead o liguidaie the company or 10 cease operations,
or have no realistic aticmative but to do so.

Audifor’s responsibilities for the aundit of the financial siatements

Our abjectives are (o obtain reasonable assuraince about whetlier the financial statements as a whole are fice
from material missiatement, whether duc to fraud or crror, aud to issue an audilor’s report that includes our
opinion. Reasonable assurance is a high level of assurance, but is not a guarantee thal an audit conducted in
accardance with [SAs (UK) will always detect a material misstatement when it exists. Misstatements can arise
from [raud or error and are considered material if; individually or it the aggregaig, they could reasonably be
expecied to influcice the cconomic decisions of users taken an the basis of these financial statcments.

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

Irrepudaritics, including frand, are instances of non-compliance with laws and regulations. We design
procedures in linc with our responsibilitics, outlined above, to detect irregularitics, including frawnd. 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 defiberate conccalment by, for example, forgery or intentional miisrepresentations,
or through collusion. The extent to which our procedures arve capable of detecting irregularities, including
fraud is detailed below. However, the primary responsibility for the prevention and detection of fraud rests with
botl those charged with governance of the entity and management.

*  We oblained an understanding of the legal and regulalory frameworks that are applicable to the company
and determined that the most significant are those that relate to the reporting framework (United Kingdom
Accounting Standards including FRS 101 “Reduced Disclosure Framework (United Kingdom Generally
Accepted Accounting Pracitce)), the relevant direct and indirect tax compliance regulation in the United
Kingdom and Companics Act 2006. In addition, the Company has to comply witlt laws and regulations
velating to its opecations, including health and safety, datn protection, anti-bribery and cormuption.

+  We understaod how the company is complying with those frameworks by making caquiries of scnior
managetent, those charged with governance and those responsible for legat and compliance procedures.
We corroborated our enquiries through a review af the following documentation and performance of the
following proceduires;

o Obtaining an understanding of entity-level controls and considering fhe influence of the control
environment;

o Obtaining an understanding of policies and procedures in place regarding compliance with laws
and regulations, including how compliance will these policies is monitored and cnforced;

o Obtaining an understanding of management’s processes for identifying and responding to fraud
risks, tncluding programs and conirols established to address such risks identified, or otherwise
prevent, deter and detect fraud, and how senior management monitors those controls;

o Review of bourd meeting minutes in the year and to the signing date.

«  We assessed the susceptibilily of the company’s financial statements to material misstatement, including
how fraud might occur by considering the risk of management overcide and by asswning revenue
recagnition and impairment of property plant and equipment to be fraud risks. Our tesling of revenuc
included agreeing a sample of transaclions to supporting invoices, delivery documents and the receipt of
payment in bank statements, and the testing of certain revenue journals. We also performed cut-off testing
and detailed analytical reviews of sales and margins by contract. Our testing of the impairment of property
plant and equipment included obtaining management’s impairinent assessinent in respect of the property
plant and equipment held at 31 December 2021, challenging management regarding key assumptions used
in their asscssment and recomputing management’s calculations, We also performed a sensilivity analysis
on the model for any reasonably possible change in assumptions.
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»  Based on this understanding we designed our audit procedures to identify noncompliance with such laws
and rcgulations. Our procedures involved testing journals identified by specific risk criteria. Our
procedurcs also included a focus on the Coronavirus Job Retention Scheme to understand how the
company complied with the schemc rules and the testing of a sample of claims made under the scheme.
We read the minutes of directors’ meetings to identify any non-compliance with laws and regulations. We
also made enquiries with the dircctors and of management of the company regarding compliance with
laws and regulations.

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

forms part of our auditor’s rcport.
Use of our report

This report is made solely ta the company’s members, as a body, in accordance with Chapter 3 of Part 16 of
the Coinpanies 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 ta them in an auditor’s rcport and for no other purpose. To the fullest
extent permitted by law, we do not accept or assume responsibiity to anyone other than the company and the
company’s members as a body, for our audit work, for this report, or for the opintons we have forined.

L(:"'\/"k" \Z/§LL()

Nick Gomer (Senior statutory auditor)
for and an hehalf of Ernst & Young LLP, Statutory Auditor

Glaspow
Date: Lf- MOUQM LU' 2—02.2_

21



Short Brothers PLC

PROFIT AND LOSS ACCOUNT
For the year ended 31 December 2021

REVENUE
Cos! of sales

GROSS LOSS

Administrative expenses

Research and devclopment expenses
Other operating income
Government grani income
Exceptional ilems

OPERATING 1.OSS

Interest payable and simitar cxpenses
Oiher finance costs — retivement benefils

1,088 BEFORE TAX
Inconc tax charge

LOSS FOR THE YEAR

Note

26

20

The notes on pages 26 to 7§ form part of these [inancial statements.

2024

3000

597,641
(618,976)

(21,335)

(25,322)
(16,693)
2,167
3,520
27,629

(36,034)

(38,839)
(6,906)

(75,779)

@)

(76,490)

2020

3000

620,480
(720,261)

(99,781)

(35,268)
(7,322)
2,464
29,179
(274,747)

(385,475)

(16,489)
(7,518)

(409,482)

(90.710)

(500,192)

22



Short Brothers PLC

STATEMENT OF COMPREHENSIVE INCOME
for the year ended 31 December 2021

Note
LOSS FOR THE YEAR
OTHER COMPREHENSIVTE INCOMT

Other comprehensive income that may be reclassified to profit
or loss in subsequent period:

Net losses on derivalive financial instruments designated as
cash flow bedges

Net gains on cash flow hedges reclassificd o income

Deferred tax credil arising on cash flow hedges 7

Other comprehensive income that will not be reclassified to

profit or loss in subsequent period:

Nel acfuarial gains recogaised in respect of relircment benefils 20
Forcign exchange losses on retirement benefits 20
Ncferred tax charge arising on retirciment benefits 7

Other comprehensive income/(loss) for the year

TOTAL COMPREHBENSIVE INCOMEXLOSS) FOR THE YEAR

The notes on pages 26 to 71 form part of these financial stateinents,

2021 2020
3000 3000
(76,490)  (500,192)
(1,983) (11,590)
- 9,191

) 407
(1,983) (1,992)
170,702 31,944
(1,896) (13,893)
- (39,815)
168,806 (21,764)
166,823 (23,756)
90,333 (523,948)
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Registered No.N1 1062

BALANCE SHEET 2021 2020
as at 31 December 2021 000 5000

Note

Non-curvent assets

Intangible assets 8 45,203 33,274
Tangible assels 9 192,586 200,310
Investments 10 - -
237,789 233,584
Current asscts
Inventories 1! 252,038 239,801
Decbtors 12 113,154 113,296
Cash i3 75,411 41,192
440,603 394,289
Current liabililies
Creditors: Amounts falling due within one year 14 (238,045) {176,306)
Contract liabilitics 2 (27,127) (9,292)
Net current assets 175,431 . 208,691

Total assefs less current liabilities 413,220 442,275

Non-current liabitities

Creditors: Amounts falling due after more than one year 5 (412,916) (327,939)
Provisions for liabilitics I (259,093) (617,375)
NET LIABILFI'IES (258,789) (503,039)
Equity

Share capital 21 169,294 169,294
Sharc preinium 21 369,706 216,324
Cash flow hedge reseive 21 (1,983) -
Retained earnings 21 (795,806) (888,657)
TOTAL CAPITAL AND RESERVES (258,789) (503,039)

The notes on pages 26 to 71 forn part of these financial statements.

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

/i

Sir Michael Ryan
Director
Date: 4 Noveinbgf2022

24



Shott Brothers PLC

Registered No.NJ 1062

STATEMENT OF CHANGES IN EQUITY

as at 31 December 2021

At | January 2020

Loss for the ycar

Other comprehensive loss for the year

Total comprehensive loss for the year

Share based payments (note 22)

Issue of share capital {note 21)

At 31 December 2020

Loss for the ycar

Other comprehiensive income (or the year

‘l'otal comprehensive income for the year

Share based payments (notc 22)

Issue of sharc capital (note 21)

AL3)] December 2021

Cush
Slow
Share Share hedge Relained

capital  premium reserve earnings Total
$'000 3000 $°000 $'000 S'000
143,374 614 1992  (368,965)  (222,985)
- - (500,192)  (500,192)
- - (1,992) (21,764) (23,756)
- - (1,992)  (521,956)  (523,948)
- - - 2,264 2,264
25,920 215,710 - - 241,630
169294 216,324 - (888,657) (503,039)
- - - (76,490} (76,490)
- - (1,983) 168,806 166,823
- - (1,983) 92,316 90,333
- - - 535 535
- 153,382 - - 153,382
169,294 369,706 (1,983)  (795,806) (258,789)

The notes on pages 26 to 71 form part of these financial stalements.
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NOTES TO THE FINANCIAL STATEMENTS
as at 31 December 2021

ACCOUNTING POLICIES

Corporate information

The financial statements of the Short Brothers PLC for the year ended 31 December 202] weve authorised for
issue by the board of directors on 4 November 2022. Short Brothers PLC (the company) is a private company
limited by sharcs incorporated and domiciled in Northern Treland.  The registered office of the company is
Aimport Road, Belfast, BT3 9DZ. The principal activitics of the company are described on page 6.

From 30 Qctober 2020, the campany’s trmediate pavent undertaking and the uliimate pavent underfaking within
the United Kingdom is Spirit AcroSystems Global Holdings Limited. ‘The company’s ultimate parent
undertaking and controlling pary is Spirit AeroSystems Holdings, Inc., a company incorporated in USA, which
is the parent company of the largest and smallest group for which consolidated {inancial statements are prepared
that include the company. Copies of the consolidated financial statements of Spirit, which inciude the company,
can be obtained from Spirit AeroSystems, 3801 S Oliver Street, Wichita, Kausas, USA, 67210. Thesc financial
statements cau be found at the following website:

hitps://investor.spirilaero.comiilinps-financials/FinancialDocs/defaul L aspx

Basis of preparation

The company mees the definition of a qualifying entity under FRS 100 (Financial Reporting Standard 100)
issucd by the Financial Reporting Council. These financial statements have therefore been prepared in
accordance with FRS 101 (Financial Reporting Standard 101) ‘Reduced Disclosure Framework' as issued by
the Financial Reporting Council.

As permilted by FRS101, the company has Iaken advanlage of (he disclosure exemplions aviilable under that
standard as summariscd below. Where relevant, cquivalent disclosures have been given in the group
consolidated {inancial statenients, which are available to the public and can be obtained as set out above.

Area Disclosure exemption
Cash flow statement Complete exemption from preparing a cash flow statement.
Share-based payments Exemption from disctosure of financiat informalion in rclation to the

number and weighted average execcise prices of share aptions
(except those relaling to options cxercised in the period), and the
number and weighted average fair value of other equily instruments.

IFRSs issued but not cffective Disclosure regarding the impact of standards issucd but not cffective
is excmpt,

Financiaf instrument disclosures ~ Ixemption from disclosure requirements of 1FRS 7 Financial
Instruments and 1FRS 13 Fair Value Measurement,

Related party disclosures Exemption from discloswre requirements of IAS 24 Related Party
Disclosines.  Transaclions entered inlo between two or more
members of a group, provided that any subsidiary which is party 1o a
transaction is wholly owned by such a member. Exemption from
disclosure of key management personnel compensation.

Comparative informalion Excnption from comparatives for movements on share capital,
tangibles, intangibles and investment property.

Presentation of financial Excmplion from statement of compliance with IFRS, cash flow

statements information, capital management policy and presentation of a third
balance sheet.

Timpairment of assets Exemption from disclosure requirements of IAS 36 Impairment of

Asscts for cstiinates used to measure recoverable amounts of Cash
Generating Units (CGUs).

26



Short Brothers PL.C
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ACCOUNTING POLICIES (CONTINUED)

Basis of preparation (continued)
The financiaf statements have been preparcd on a historical cost basis and in accordance with the Companies
Act 2006 and applicable UK accounting standards.

The company’s operaling transactions and cash flows are primarily denominated in US Dollars. Consequently,
both the company’s funclional currency and presentation currency is the US Dollar. Thesc financial statements
ure presenied in US Doilars and all values are rounded to the nearest thousand ($°000) except where otherwise
indicated,

The company is not required o prepare group financial slatements under Section 401 of the Companics Act
2006 as it is a wholly owned subsidiary of Spirt AeroSystems Global Holdings Limited, which in tumn is a
wholly owned subsidiary of Spirit AcroSysicms Holdings, Inc. and it is included in that company’s consolidated
financial statements. The financial staicments thevefore present infoemation about the company as an individual
underiaking and not about its group.

Going concern

The directors have performed a going concern asscssment, including a review of the company’s financial
position, future operations and cash flows for ihe period (o 31 December 2023. The company’s business
activilics, together with the factors likely to affect its future development and position, arc discussed in the
Strategic Report, and these factors have been considercd when preparing the financial projections of the
conpany.

This assessment together with the net Habilitics position at 31 December 2021 of $258.8 million (2020: $503.0
million), as shown on page 24, indicated that the company is dependent on continuing financial support being
madc available by its parent Spirit AeroSystems Holdings Inc. to cuable it to continue aperating and to ieelt its
liabitities as they fall due.

The direclors of the company’s ultimate parent undertaking Spirit AcroSystems lHoldings, Inc. have provided a
{ctler indicating that they have the ability to provide and will provide financial support to the company to 31
December 2023, Based on the 2021 Spirit AeroSystems Holdings [nc. results and the 2022 and 2023
projeclions, the directors arc satisficd that Spirit has sufficient cash and liquidity to provide this support. In
particular thc directors of the Company and those of Spirit have considered the financial performance and cash
flows of the Spirit Group which indicate that Spirit is expected 1o continuc to be cash gencrative and meet its
obfigations as they fall due for the period to 31 December 2023,

Although a risk within the market remnains, the aerospace induslry is expected 10 recover from (he impact of the
Covid-19 pandemic in the medium term. The financial projections nsed in the going concern assessinent are
based on latest master schedules, which consider the impact Covid-19 has had on the aerospace indusiry,
together with management’s forecast of supply chain costs including the impact of energy costs and
inflation. Purther sensitivitics in relation to these assumptions have been considcred by the directors as part of
their going concern assessmient.

On the basis of their enquires of the Spirit going concem assessment, the letter of support provided by Spirit
AeroSystems Holdings, Tnc., and the rcasonable expectations (hat the Spirit Group will continue as a going
concery, the Directors have concluded that the Company will be able to continue in operational existence for
the period to 31 December 2023. Consequcntly, the direclors continue to adopt the going concern basis of
accounting in preparing the company’s financial statements.
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ACCOUNTING POLICIES (CONTINUED)

Key nccounting policies are as follows:

Forcign currencies

The company’s financial stateinents ave presented in US Dollars, which is also the company's functional
currency. Trading actlivities denominated in foreign currencies are recorded in US Dollars at the exchange rate
ruling at the date of ransaction or, where {orward forcign cumency contracts have been taken out, at contractuat
rates. Monctary assets and liabilities arc retranslated at the rates of exchange ruling at the balance sheel date, or
at a forward contractual rate, if applicablc. Foreign exchange differences arising on translation are recognised
in the profit and loss account.

Revenue from contracts with customers
The company is in the business of the design, devclopment and manufaciuring of aircrafl comnponents (wings,
fuselages, engine nacelles and flight components) and related products and services.

Revenue from contracts with customers is recognised when contral of the poods ot services are transferred (o
the customer at an amount that reflects the cansideration Lo which {he comnpany expects to be entitled in exchange
for those goods or services.

Sale of goods ~ Production & Aflermarket

Revenue arising from the salc of aircrafl components and spare parts is generally considered a single
performance obligation and is recognised al delivery, which is the point in time when the customer has obtaincd
confro! of the component and the company has salisfied its performance obligation. Al cosis incurred or to be
tncurred in connection with thc sate, including warranty cosls and salcs incentives or discounts, are charged to
cosl of sales or as a deduction (roin revenue al the time revenue is recognised. ITie normal credit term is 30 to
60 days following delivery.

Design of aircrafl components

Revenue arising from designing, engineering or manufacluring specifically designed aircrafl components is
gencrally recognised over (ime. The mcasure of progress toward complete satisfaction of the performance
obligation is generally deterimined by comparing the actuat costs incurred to the 1otal costs anticipated for the
entire contract, excluding costs that are not representative of the incasure of performance. The contract
transaction price is adjusied for change orders, claims, performance inceatives and ather conteact terms (hat
provide for the adjustment of prices lo the extent they represent enforceable rights for the company.

Variable consideration such as assumplions Tor price escalation clauses and performance incentives is only
included in the transaction price to the extent it is highly probable that a significant reversal in the amouut of
cumulative revenue recognised will not occur when the uncertainty associated with the variable consideration
is subscquently resotved. 1f a contract review indicales the cxpected costs to fulfil (hie contract exceeds the
expected cconomic benefits expected 10 be received under it, the entire expected loss on the contract is
recoguised as an onerous confract provision wilh the corresponding expensc rccorded in cost of sales. The
expecied benefits to be received are generully limiled (o (he revenues from the associated contract.

There is no significant financing component in respect of the short-term advances the company receives from
ils customers.

.Contract balances

Contraci ussels

A contract asset is the right to consideration in cxchange for goods or services transferred to the customer. 1f
the company perforins by Iransferring goods or services to a customer before dlie customer pays consideration
or before payment is due, a contract assel is recognised for the carned consideration that is conditional.
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Contract balances (continued)
Trade receivables
A receivablce is recognised if an amount of consideration that is unconditional is due from the customer.

Contract liabilities

A contract liability is recognised if a payment is received, or a payment is due (whichever is earlier) from a
customer before the company transfars the related goods or scrvices. Contract liabilitics arc recogniscd as
revenue when the company performs under the contract (i.e., transfers control of the related goods or services
ta the customer).

The disclosures of significant accounting judgements, estimales and assumptions relating to revenue fiom
contracts with customers are provided scparately helow.

Exceptional items

Cxceptional ifcms represent material items of income and expense which, because of the nature and expected
infrequency of the events giving rise to them, warrant separate presenlation to allow better understanding of the
company’s financial performance duwring (he year, to facilitale comparison with prior periods and to better assess
trends in financial peeformance.

Borrowing costs

Borrowing costs on property piant and cquipment and invesiment properly, during construction and on
intangible assels during the development period, arc capitalised as part of the cost of (hat asset and are deducted
from the financing cxpense to which they relate. All other borrowing costs arc cxpensed in the period in which
they occur. Barrowing cosls consist of inlerest and other cosis that the company incurs in connection with the
borrowing of funds.

Cost of sales, inventories and worle in progress

Cost of sales represents actual cosis incurred on those components recognised as a safe. Raw materials and
finished goods are staled at the lower of cost and cstimated net realisable value. Cost comprises dircct matcrial
and labour and an appropriate proportion of overheads. Work in progress represents cosls incurred on uaits (hal
were partially complete and hence nndelivered at the year end. 1t includes material, direct tabour and related
manufacturing overliead.

Property, plant and equipment

Praperty, plant and equipment is stated at cost, net of accumulated depreciation and impairment losses, if any.
Such cost includes its purchase price or manufacturing cost, other costs incurred in bringing the asset to ils
present location and condition and borrowing costs for qualifying assets. When a significant part is replaced or
a major inspection or overhaul is perfonned, its cost is recognised in the carrying amount of the asset if the
recognilion criteria is satisfied, and the cacrying amount of the replaced part or previous inspection or overhaul
is derecognised. All olher repair and maintenance costs are charged to income when incurred.

Depreciation is calculated on a straight-line basis over the estimated uscful lives of the assets, as follows:

Frechold land Nil
['reehold tildings and long lcaschold property 10 - 45 years
Plant, equipment and vehicles 3 -20 years

The residual valucs, uselut lives and methods of depreciation of property, plant and equipiment are reviewed at
each financial year end and adjusted prospectively, if appropriate.
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Praperty, plant and equipment (continued)

An item of property, plant and equipmeirt and any significant part initially recognised is derecognised upon
disposal or when no fulure cconomic benefits are expected from its use or disposal. Any gain or loss arising on
de-~recognition of the asset (calculated as the difference between the net disposal procceds and the carrying
amount of the assct) is included in the profil and loss account when the asset is derecognised.

Borrowing costs directly attributable to the acquisition, construction or produciion of a qualifying assel are
capilalised as part of the cost of that asset. The company capitalises borrowing cosls for all eligible asscts where
construction was commenced on or after {9 February 2007.

Intangible asse(s

Research and development expenditure

Research costs are expensed as incurred. Development expenditure mostly in retation to aircraft design and
(esting are recognised as an infangible asset when the company can demonstrate:

e The technical feasibility of completing the aircraft development (o ensure that the aircrafl will be availabte
for sale.
The company’s intention to complete the aircraft development.
‘The company’s ability to usc or scll the assel.

e How the tooling will gencrate probable future economic benefits including the existence of a market for
the aircraft.

o The availability of adequate technical, financial and other resources to complete the development and to
use or scll the assct; and

o The company’s abilily to incasure reliably the expenditure attributable to the usset during its development.

If the company mects these recognition criteria, the expenditure including the cost of materials, direct labour,
manufacturing overheads, and cost of deveiopment activities carried out by vendors for which the company
controls the underlying output of the technology and borrowing costs for qualifying assels are capitalised at
cost and prescnled as an intangible asset on the balance sheet.

Following initial recognition of the development expenditure as an assel, the assets s carried al cost less any
cumulaied smortisation and impairment losses. Amortisation of the assel begins when development is complete,
and the asset is available for usc It is amartised over expected number of aircraft components to be produced,
over the cstimated useful lives of the programine fanily up to 2 inaximum of 20 years.

Amortisation is recorded in cost of sales. During the period of development, the assets is tested for impainment
annually.

Computer software
The cost of acquiring compuler soflware is capitalised and amortised to cost of sales on a straight-line basis
over the estimated usefud life which is between 3 and S years.

Carbon emissions

The carbon emissions allowances granted by the goveriunent are initially recorded at fair value as an infangible
asset and a corresponding carbon emissions credit is recorded in credilors in Ihe balance sheet. Carbon
cinissions allowances used during the year will be remitted to the goverument at the end of each calendar year
in order (o seftle the company’s emissions obligations. This usage is recorded as a disposal of the intangibic
asset and a subsequent reduction in the carbon emissions credit in creditors at the end of each ycar. No
amortisation is recorded during the period as the inlangible asset is susrendered at the end of the compliance
period reflecting the consumption of economic benefit.
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Impairment of property, plant and equipment and intangible assets

The company assesses at each reporting date whether there is an indication that a tangible or intangible asset
may be impaired. If any indication exists, the company estinates the recoverable amouni of the individual assct,
when possible. When the asset does not generate cash inflows that are largely independent of those from other
assets or group of assets, the assct is tested at the Cash Generating Unit (CGU) tevel. The recoverable amount
of an asset or CGU is the higher of its fair valuc less costs (o sell and its valuc in use.

The fair value less costs to seli reflects the amount the company could obtain from the asset’s disposal in an
ann’s length transaction between knowledgeable, willing partics, after deducting the costs of disposal. Ifthere
is no binding sales agreement or active markel for the asset, the fair value is assessed by using appropriale
valuation models dependent on the nature of the asset or CGU, such as discounted cash flow models.

The value in use is calculated using estimated net cash flows, with detailed projections geunerally over a three-
year period and subscquent years being cxtrapolated using a growth assumption. The estimated net cash flows
are discounted to their present value using a discount rate before income taxes that reflects current market
assessments of the lime valuc of money and the risk specific to the assct or CGU. When the recoverable amount
is less than the carrying value of the related asset or CGU, the related asscts are written down to their recoverable
amount and an impairment loss is recognised in net inconc.

An assessment is made al cach reporting date as lo whether there is any indicadion that previously recognised
impairment fosses may no longer exist or may have decreased. {f such indication cxists, the company cstimates
the recoverable amount of the asset or CGU. A previously recognised impairment loss is reversed only if there
has been a change in the estimates usced to determine the recoverable amount since the last impainment loss was
recognised. The reversal of impairment Josses is linited to the ammonnt that would bring the carrying value of
the assct or CGU to the amount that would have beea recorded nel of amortisation, had no impatrment loss
been recognised for the asset or CGU in prior years. Such reversal is recognised to income in the saine line item
where the original impainment was recognised.

Government grants
Government prants are recopnised where there is reasonable assurance that the grant will be received, and all
attached conditions will be complicd with.

Government grants in respect of capitat or development cxpenditure, which have been received based on
expenditure incurred, are credited (o a deferred revenue account in the balance sheet and released to the profit
and loss account in linc with the expected useful life of the related assel.

Governiment grants of a revenue nature, other than that reccivable based upon employment ievels, are recognised
as income on a systematic basis over the period that the related costs, {or which it is intended to compensate,
are expensed. :

Govermmenl granis of a revenue nature that have been received based upon employment levels are conlingent
upon fulfilling conditions over a subsequent qualifying period. Such grants are credited to deferred revenue
within the balance sheet and released fo the profit and loss account over that subsequent qualifying period in
equal monthly instalmenis. The release of such granis to the profit and loss account is subject to an annal
revicw of the compliance with those conditions required to be fulfilled over the qualifying period.

Government refundable advances are recorded as a financial fiability within defeired revenue if there is
reasonable assurance that {he amount will be repaid. Repayments to the government in the form of levies in
line with deliveries made are then recorded as a reduction of the financial liability. Accrction of interest on the
financial Hability is recognised within interest payable and similar charges in the profit and loss account.
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Taxes

Current income fax e

Current tax assels and liabilities are measured at the amount expected to be recovered from or paid to the taxation
authoritics. The tax rates and tax laws uscd to compute the amount are {hose that are enacted or substantively
enacted at the balance sheet date. Current income tax relating to items recognised directly in equily is recognised
in equily and not in the profit and loss accouni.

Deferred tax
Deferred tax is provided using the liability method on temporary differences belween the tax bases of asscts and
liabilitics and their carrying amounts for financial reporting purposes al the balance sheet date.

Deferred tax liabilities arc recognised for all 1axable temporary differences, except:

o When the deferved tax fiability wrises from the initial recognition of guodwiil ur an assei or liabilily in a
transaction that is nol a busincss combinalion and, at the time of the transaction, affects neither the
accounting profit nor taxable profit or loss; or

s In respect of taxable temporury differences associaled with investments in subsidiarics, associntes and
interests in joinl arrangements, when the timing of the reversal of the teimporary differences can be controlled
and il is probable that the temporary differences will not reverse in he foresecable futnre.

Deferred tax asscls are recognised for all deductible femporary differences, the carry forward of unused tax
credits and any unused tax losses. Deferred tax assets arc recognised (o the extent that it is probablc that taxable
profit will be available against which the deductible temporary differences, and the carry forward of unused tax
credils and unused lax losses can be utilised, cxcept:

o When the deferred tax asset relaling to the deduetible temporary difference arises from the initial recognition
of an asset or Yiability in a transaction that is not a business combination and, a1 the time of the transaction,
affects neither the accounting profit nor taxable profit or loss; or

e In respect of deductible temporary differences associaled with investments in subsidiaries, associates and
interesis in joint acrangements, deferred tax assets are recognised only (o the exient that it is probable (hat
tlic temporary differences will reverse in the foreseeable future and taxable profit will be available against
which the temporary differences can be utilised.

Defeired tax assets arc recognised only to the extent that it is probable that taxable profit will be available against
which the deductible temporary diffcrences or (ax losses can be utilised.

Deferred tax assets are weasured on an undiscounted basis at the tax rates that are expected to apply when the
related assct is realised or liability is settled, bascd on tax rates and laws enacicd or substantively enacted by the
balance sheet date.

The carrying amount of deferred tax assets is reviewed al cach balance sheet date. Delferred 1ax assets and
liabifities arc offsel, only il a legally enforcement right exists to set ofl’ current tax assets against current tax
tinbilitics, the deferred laxes relate to the same taxation authority and that austhorily permits the company to
make a single nct payment.

Income tax is charged or credited (o olher comprehensive income if il relates {o itens that are charged or credited
to other comprehensive income. Similarly, income tax is charged or credited directly to cquity if it refates to
ilems that are charged or credited dircclly 1o equity. Otherwise, income tax is recognised in the profit and loss
account.
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Leases
The company assesses al contract inception whether a contracl is, or contains, a lease. That is, if the contract
conveys the right to control the use of an identilied assct for a period in exchange for consideration.

Right-of-use asseits

The company recognises right-of-use assets at the commencement date of the lease (i.e., the date the underlying
asset is wvailuble for use). Right-ofuse assels ure measured al cust, less uny acoumulaled depreciation and
impainment losses, and adjusted for any remeasurement of lease liabilities. The cost of right-of-usc assets
includes the amount of lease liabilities recognised, initial dircct costs incurred, and lease payments made at or
before the commencement date tess 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 asscts, as follows:

Land 95 — 125 years
Buildings | -5 ycars
Maclunesy } =7 years
Vebhicles 1 —5 ycars
IT Equipment 1 -7 ycars

If ownership of the leased asset transfers 10 the company at the end of the lease term ar the cost reflects the
exercise of a purchase option, depreciation is calenlated using the estimated useful life of the asset. The right-
of-use assets are also subject (0 impairment review.

Lease liabilities

Al the comnmencement date of the lease, the company recognises lease liabilitics 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 leasc paymcnts that depend on an index
or a rate, and amounts cxpected to be paid under residual value guaraniees. The lease payments also include
the exercise price of a purchase option reasanably certain to be exercised by the company and payments of
penalties for terminating the lease, if the leasce term reflects the company cxercising the option to terminale.

Variable lease payments that do not depend on an index or a rate are recognised as expenses (unless they are
incurred to produce inventorics) in the period in which the cvent or condition that triggers the payment occurs.

In calcuiating the present value of lease payments, the company uses its incremental borrowing rate at the lease
commencement datc because the interest rate implicit in the lease is not readily determinable. Afler the
commencement date, the amount of lease fiabilities is increased to reflect the accretion of interest and reduced
for the lease paymeils made. In addition, the carrying amount of lcase liabilities is remeasured if there is @
modification, a change in {he lease term, a change in the lcase payments (e.g., changes to f{uture payments
resulting from a cliange in an index or rate used to determine such leasc payments) or a change in the assessment
of an option to purchase the underlying assel.

Short-term leases and leases of low-vahie assets

‘I'he company applies the shorl-term lease recognilion excmption to its short-term leases of machinery and
equipment (i.c., those leascs that have a lease term of 12 months or less from the cominencement date and do
not confain a purchase oplion). Lease payments on short-lertn lcases and leases of low vafue assets are
recoghised as expense on a straight-line basis over the lease tern,
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Irovisions

Provisions are recognised when the company 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 cstimate can be made of the mmnount of the obligation.

If the cffect of the time valuc of inoncy is material, provisions are discounted using a current pre-tax rate that
reflects, where appropriale, the risks specific {o the liability. Where discounting is uscd, the increase in the
provision due 1o the passage of time is recognised in inferest payable and similar charges.

Product warranties

Provisions for warcanty related costs arc recognised based on experience of the level of repairs and relumns,
The (uture cash flows are estimated based on a number of factors, including historical claim and cost
experience, the duration of the wamvanty coverage and the nature of the product sold, and arc discounted at a
curvent pre-tax rate that reflects the risks specific lo the provision. The unwinding of the discount is expensed
in the profit and loss account as intcrest payable and simitar charges. The estimate for warranty related costs
is reviewed annually and adjusted as appropriate through cost of sales.

Liability and damage claims

Provisions for liability and damage claims ave recognised in other expenses or cost of sales when the generat
recognition criteria for provisions are fisifilled. The costs are estimated based on expericnee and legal advice.
These estimales are reviewed annually and adjusted as appropriate.

Restructuring provision

Restructuring provisions arc recognised only when the company has a construclive obligation, which is when:
(i) there is a detailed formal plan that identifies the busincss or part of the business concerned, the location
and number of employees affected, the detailed estimate of the associated costs, and the timeline; and

(ii) the employees affecled have been notified of the plan’s main features.

The associated costs are estimated based on past expericince and legal advice. These estimales arc reviewed
annually and adjusted as approprizate through other expenses.

Onerous contract provision

If the company has a coniract (hal is onerous, the present obligation under thic contract is recoguised and
measured as a provision. Flowever, beforc a separale provision for an onerous contract is established, the
company recognises any impairment loss that has occurred on asscts dedicated to that contract,

An onerous contract is a contract under whicl the unavoidable costs (i.e., the costs thal the company cannot
avoid because it has the contract) of meeting the obligations under the contract cxceed the economic benefits
expecled (o be received under it.

"The unavoidable costs under a contract reflect the estimate of expected future costs including anticipated fulure
cost overruns and expected costs associaled wilh lale delivery penalties and techuological problans, as well
as allocations of costs that relate directly 1o the contract. The movement of the provision is impacted by
anticipated delivery schedules, since for new aircraft programmes early production units require higher costs
than units produced later in the processes. The information usually required by TAS 37 is not disclosed on
grounds it can be expected [0 prejudice the oulcome of mitigation plans.
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Retirement henefils

‘The company operates a defined bencfit pension plan and bas also agreed to provide certain additional post-
cmployment healthcare benefits to senior employees. Following an extensive consultation with pension
scheme members and trade unions, the company gave notice thal the current Scheme was to close to future
accrual on 0 December 2021 and would be replaccd by a defined contribution scheme.

The cost of providing benefits under the defined benefit plon is determined using the projected uiii mieihod,
which atlributes entitlcmnent to benefits to the current period (to determine currcnt service cost) and to the current
and prior periods (o determine the present valuc of defined benefit obligations) and is based on actnarial advice.
Past service cosls are recognised in the profil and foss account on a siraight-line basis over the vesting period
or immcdiately if the benefits have vested. When a scttlement (eliminating all obligations for benefits already
accrued) or a curtailiment (reducing future obligations as a result of a material reduction in (he scheine
metnbership or a reduction in future entittement) occurs, the obligation and related plan assels are re-measured
using current actuarial assumptions and the resultant gain or loss recognised in the profit and loss account during
the period in which the setilement or curtailment occurs.

Net intercst is calculated by applying the discount rate to the net defined benefit Jiability or assct, both as
detcrmined at the start of the annual reporting period, taking account of any changes in the net defined benefit
liability during the period as a result of contribution and benefit payments. The net interest is recognised in
profit or foss as other finance revenue or cost. Actuarial gains and losses are recognised in filll in the statement
of comprehensive income in the year in which they occur,

The defined benefit pension liability in the balance sheet conprises the total of the present value of the defined
benefit obligation (using a discount rate based on high quality corporate bonds), less any past service cost not
yet recogniscd and less the fair value of plan assels out of which the obligations are to be settled directly. Plan
assets are measured at fair value at the end ol the reporting period, which is based on published market price
information in the casc of quoted sccurilies.

The company operates defined contribution pension schemes (DCPS). The assets of the schemes are held
separately from those of the company in an indcpendently administered fund.

Contributions to defined contribution schemes are recognised in the incomne statement in the period in which
they become payablc,

Share based payments

Equity compensation plans allow eligible employces to acquire shares of Spirit AcroSystems Holdings Inc. The
fair value of options and restricied siock units (RSUs) (collectively referrved to as “options™) granted after 1 April
2006 and not yet vested as at 31 December 2021 is recognised as an employee expense within staff costs with a
comesponding increase in equity.

The fair value of options is measured at {he grant datc and spread over the period during which the employces
become unconditionafly entitled to the options. The {air value of the options granted is mcasurcd using an option
pricing modecl, taking into account the terms and conditions upon which the options were granted and in the case
of the RSUs, was determined using the fair value of Spirit AcraSystems Holdings {nc.'s Class A common stack
at date of grant. The amount rccognised as an expense is adjusted to reflect the actual number of options that
vest. Charges made from Spirit AcroSystems Holdings Inc. when oplions vest or are exercised are accrued on
the basis of market value at the statement of financial position date, with a corresponding reduction in equity.

Cash and cash cquivalents
Cash and cash equivalents in the balance sheel comprise cash at bank and in hand.
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Financjal instruments
A [inancial instrumnent is any contract that givcs risc to a financial asset of one paity and a financial liability or
cquity instrument of another party.

Financial assets of the company include cash and cash equivalents, trade and othet receivables and favourable
derivative financial instruments. Financial liabilities of the company include trade and other payahles, amaounts
due to relaled parties, obligations under finance leases, bank loans, vendor non-recwrring liabilitics, govermnent
refundable advances and unfavourable derivative financial instruments,

a) Initial recognition und measirement

Financial assets and liabilitics are recognised on the balance sheet when the company becomes a party to the
contraclual obligations of the instrunent, Financial assets within the scope of FFRS 9 ‘IFinanciaf Tastruments’
are classificd as financial assets at fair value through profit or loss, loans and rcceivablcs or as derivalives
designated as hedging instruments in an effective hedge, as appropriale. Financial liabilitics are classified as
financial liabilities at fair value through profit or loss or as derivatives designated as hedging instunents in an
effeclive hedge, as appropriate. The company determines the classification of its (inancial assets and liabilities
al initial recognition.

Initially, financiel assets and Habilitics arc recognised at fair value less, in the case of financial instruibents not
at fair vatue through profit and loss, any costs dircotly atlribulable to the acquisition or issue of the financial
instrument.

b) Subsequent measwrement

Subsequent to recognition, financial asscts and liabililies are measured according (o the calegory to which they
arc classified. The financial assct and liability categories listed below are measured at amortised cost, unless
they are classified as fair value through profit and loss, in which case they are measured at fair value.

i) Louns and receivables

Trade and other receivables as well as other financial assels are subject to inpairment review. Trade receivables,
contract asscts and lease receivables are reviewed far impainnent based on the simplified approach which
measures the loss allowance atl an amount cqual to the lifetime expected credit losses. For other financial asscts
for which the credit risk has nol increased significantly since initial recognition, the loss allowance is mcasured
at an amount equal to [2-month expected credit losses. Vor other financial assets for which credit risk has
increased significantly since initial vecognition, the loss allowance is measured at an amount equal to the lifetime
expected credit losses.

it) Financial assets at fuir vaine through other comprehensive income

The company has designated favourable derivative financial instruments as fair value through other
comprehensive income. These are classified as cash flow hedges and arc recorded as per hedge accounting rules
for derivative financial instruments,

iii) Financial liabilities at fair value through other comprehensive income

The company has designated unfavourable derivative financial jnstruments as fair value through other
comprehensive income, These are classified as cash flow hedges and ave recorded as per hedge accounting rules
for derivative financial instruments,




Shoit Brothers PLC

NOTES TO THE F]’_NANC[AL STATEMENTS
as at 31 December 2021

ACCOQUNTING POLICIES (CONTINUED)

Finnncial Instruments (continued)
b) Subsequent measurement (continued)

iv) Other financial liabilities

Trade and other payables, amounts due io rclated parties, obligations under finance leases, bank loans,
government refundablc advances and vendor non-recurring liabifities are classified as other financial liabilitics
and arc measured at amortised cost using the effective interest rate method.

v) Derivatives designated as hedging instruments

The company uses derivative financial instruments such as forward currency contracts to hedge its foreign
currency risks arising from forecast transactions and recognised assets and tiabilities. Such derivative financial
instruments are initially rccognised at fair valuc on the datc on which a derivative contract is cnfered into and
are subsequently re-measured at fair valuc. Derivatives are carried as financial asscts when the fair valuc is
positive and as financial liabiities when the fair value is negalive.

For the purposes of hedge accounting, hedges are classified as cash low hedged when the compauy is hedging
exposure {o variability in cash flows that is either attributablc to a particular risk associated with a rccognised
asset or liability or a highly probably forecast transaction or the foreign currency risk in an unrccognised firm
cominitment.

The effective portion of the gain or loss on the hedging instrument is recognised in OCI in the cash flow hedge
rescrve, while any ineffective portinn is recognised immediately in the statement of profil or loss. The cash flow
hedge reserve is adjusted to the lower of the cunulative gain or loss on the hedging instrument and the
cumulative change in fair value of the hedged item.

¢) Derecognition
A financial asset is derecognised when the rights 1o receive cash flows from the asset have expired or the
company has transferred its rights to rcceive cash flows from the asset.

A financial liability is derecognised when the obligation under the liability is discharged or cancelled or expircs.
Wiien an existing financial lability is replaced by another from the saine lender on substantially different tenns,
or the terns of an existing fiability are substantially modified, such an exchange ar modiftcation is Ircated as a
derccognition of the original liability and the recognition of a ncw liability, and the difference in the respcctive
carrying amounts is recognised in the profit and loss account.

o) Impairment. of a financial asset

‘The company recognised an aftowance for expected credit losses (ECLs) for ali debt instruments not held at fair
value through the profit or loss. ECLs are based on the difference between the contractual cash flows duc in
accordance with the contract and all the cash flows that the company expcots to receive, discounted at an
approximation of {he original effective interest rate,

ECLs are rccognised in two stages. For credit exposure for whicly there has not been a significant increase in
credit risk since initial recognition, ECLs are provided for credit losses that result from default events that are
possible within the next 12 months (a 12-month ECL). For thosc credil expostres for which there has becn a
significanl increase in credit risk since mitial recognition, a loss allowance is required for credit losses expected
over the remaining life of the exposure, irrespective of the timing of a default (a lifetime ECL).
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1. ACCOUNTING POLICIES (CONTINUED)

Financial Instruments (continued)

d) Impairment of a financial asset {continued)

for trade receivables ind contract assels, the company applies a simplified approach in calculating ECLs.
Therefore, the company does not (rack changes in credit risk, but instead recognised a loss altowance based on
lifctime ECLs at cach reporting date. The company has cstablished a provision matrix that is based on this
historical credit loss expenence adjusted for forward looking factors specific to the debtors and the economic
eavirommcnt.

The company considers a financial asset fo be in defauil when tnternal or external information indicates the
company is unlikely to receive the outstanding contractual amounts in full before considering any credit
enhancements held by thc company. A financial assct is written ofT when fhere is no reasonable expectation of
recovering the contractual cash flows,

e} Fair value of financial instruments

Fair value amounts disclosed in these financial statements represent the company's estimate of the price at which
a financial instrument could be exchanged in a market in an arm's fength transaction between knowledgeable,
willing parties who arc under no compulsion to act. They are point-in-time estimates that may change in
subsequent reporting periods duc to markel conditions or other factors. Fair valuc is determined by reference to
quoted prices in the most advantageous active market for that instroment 10 which the company has immnediate
access. However, there is no active markel for most of tlic company’s financial instruneuts, so the colmpany
detenmines fair value bused on infemal or external valuation models, such as stochastic models, opliun-pricing
modetls and discounled cash flow models. These calculations represent management’s best estimates based on a
rangc of methods and asswnplions. Since they arc based on cstimates, the fair values may not be reatised in an
actual sale or immediate scttiement of the instruments.

Significant accounting Judgcmcnls, estimaies and nssumplsons

‘The preparation of the company’s financial statemenls reguircs management to make Jjudgements, estitmates and
assumptions that affect the reported aiounts of revenues, expenses and assets and liabilities, at the end of the
reporting period. However, uncertainty about these assumptions and estimates could result in outcomes that
require a materiat adjustment to the carrying amount of the asset or liability affected in future periods.

Judgements
in the process of applying the company’s accounting policies, management have made the following
Jjudgements, which have (he most significant effect ont the amounts recognised in the financial statcinents:

i)} Revenuc from contracts with customers
The company recognises revenue from cuslomers in line with contraclual terms as per fixed guidance ol TFRS
15, with the exception of:

Determining the timing of satisfaction of design of aircrafl components

‘The company concluded that revenuc for the design of aircrall components is to be recognised over lime because
the customer bhas the rights over the asset as the design progresses and indeed there is no altemative use for the
design asset. ‘The company determined that the inpul methud is the best method in measuring progress of the
design scrvice because there is a direct relattonship between the company’s effort and the transfer of service to
the custommer. The company recognised revenue on the basis of cost incurred relative Lo the total cost to complete
the design. The information about revenve from contracts with customers is disclosed in Note 2.
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ACCOUNTING POLICIES (CONTINUED)

Significant accounting judgeinents, estimates and assumptions (continued)

Estimates and assumplions

The key assumptions concerning the fulure and other key sources of estimation uncertainty at the reporting date,
that have a significant visk of causing a material adjustment to the carrying amounts of assets and liabilities
within the next financial year, are described below. ‘The company based its assumptions and estimates on
parameters available when the financial statements were prepared. Lxisting circumstances and assumptions
uboul future developusents, however, may change due (o market changes or circumstances wnising beyond (he
controt of the company. Such changes are reflected in the assumptions when they occur.

i) Pensions and other post-employmcnt benefits

The company has a defined benefit pension plan. The cost of providing benefits under the defined benefil pian
is determined using the projected unit method. The key assumptions used for the acluarial valuation are based
on the company’s best estimale of the variables that will determinc the ultimate cost of providing post-
employment benefits, on which further detail is provided in note 20.

i1} Government refundable advances

Government refundable advances in respect of development expenditire must be repaid to the government in
the form of levics on each delivery made. Assumplions used in the calculation of this tability are reviewed by
management on a regular basis. For more information an the government refundable advanccs, refer to note 15.

)i} Warranty provision

The company has warranty provisions for scveral programmes. The key cstimates uscd in the provision
calculations include run rate cxperience to date, costs per replacement and duration of warrantly. The
assumptions applied are specific to each programine and are reviewed by management on a regubar basis. For
morc information on the warranty provision, refer to note 17.

iv) Inventory provision

‘The company has an inventory provision to ensure inventory is stated at the lower of cost and net realisable
value. Inventory is assessed for impairment on a regular basis in line with a defined provisioning policy. Faclors
taken into consideration include ageing, part quality and contract exit plans. The assumptions used in the
calculation are revicwed by management on a regular basis. For more information on the inventory provision,
refer lo note 11,

v) Valuation of deferred income tax assels

To determine the extent to which deferred incomc tax asscts can be recognised, management estimates the
amount of probable future (axable profils that will be available against which deductibte temporary differesces
and unused tax losses can be utifised. Such cstimates arc made as part of the budgct and strategic plan on an
uidiscounted basis and are reviewed on a quarterly basis. Management exercises judgement to determine the
exicnt to which realisation of futurc {axable bencfits is probable, considering factars such as the ounber ol yeacs
to include in the forecast period, the history of taxable profil and availability of prudent tax planning sirategies.
For more inforination on the deferred tax asset, vefer to noic 7.

vi) Oncrous contracts

The company has an anerous coutract provision for several programmes. The key estimates used in the onerous
contract calculation include the expeeted future costs such as anticipated future cost overruns and expected costs
associated with latc delivery penalties and technological problems, as well as allocations of costs that rclate
dirccily to the contract. The assumptions applied arc specific to ecach programme and are reviewed by
inanagement on a regular basis. For more information on the onerous coniracts, refer to note 7.
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ACCOUNTING POLICIES (CONTINUED)

Significant accounting judgements, estimates and assuinplions (continued)
Estimates and assumplions (continued)

vii) Pravision for expected credit Josscs of trade receivables

The company uses a Provision Matrix (o calculate Expected Credit Losses for trade receivables. The provision
rates are based on the historical loss rates calculated for each identificd calegory of trade receivables. These
categories are based on similar crcdit risks. The provision matrix is initially bused on (e company’s historical
observed [oss rates. The company will calibrate the mateix o adjust for any forward looking macro-cconomic
factors and trends specific Lo individual customers. At cvery reporting date, the historical obscrved default ratcs
arc updated and changes in the forward-looking cstimates arc analysed.

The assessment of the corrclation between historical loss rates, forecast cconomic conditions and ECLs is a
significant estimate, The amount of ECLs are sensitive to changes in circuinstance and of forecast economic
conditions. The company's historical credil loss cxperience and forccast of economic conditions may also not
be representative of customer's actual future defasli. Refer to noie 12 for the provision of ECLs.

New and amanded standards and interpretations

‘The company applied for the first-time certaia staudards and amendinents, which are effcctive (ue anaual periods
beginning on or after | January 2021 (unless olherwisce stated). The company has not early asdopted any other
standard, interpretation or amendment that has been issued but is not yct effective. )

Interest Rate Benchmark Reform — Phase 2: Amendments to 1FRS 9, IAS 39, 1IFRS 7, 1FRS 4 and IFRS 16

The amendments provide temporary reliefs which address the financial reporting effects when an interbank
offered rate (FTBOR) is replaced with an alternative ncarly risk-free interest rate (RFR). The amendments include
the following practical expedicnts:

o A practical expedicnt to require contractual changes, or changes (o cash flows that are directly required by
the reforn, to be treated as changes to a floating interest rate, cquivalent to a movement in a market rate of
interest

e Permil changes required by IBOR reform to be made to hedge designations and hedge documentation
without the hedging relationship being discontinued

e Provide temporary relicf to entitics from having to meel (he scparalely identifiable requirement when an
RER instrument is designated as a hedge of a risk component

These amendmenis had no iinpact on the financial statements of the company. The company intends (o usc the
practical expedients in future periods if they become upplicable.
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REVENUE
Revenue streams

The company generates revenie primarily from the sale of aircraft components and retated producls and scrvices
to its cusiomers,

20271 2020

3000 &'000

Revenue from contiacts with customers 597,641 620,480
Total revenue 597,641 620,480

Disaggregation of revenue from contracts with customers

In the following lable, revenue from condracts with customers is disaggregated by primary geographical market,
major products and scrvice lines and timing of rcvenue recognition.

2021 2020
$°000 $°000
1ypes of gouds ur service:
Fusclage 162,797 200,826
Propulsion 51,563 44,129
Wing 261,240 243,018
Aftermarket 97,345 122,390
Engincering services 16,898 5,706
Space and Defence 7,798 4,411
Total revenue from conlivicts with customers 597,648 626,480
2021 2020
3600 $'000
Geographical markels
Canada and United States 415,536 453,890
Rest of the world 182,105 166,590
"lotal revenue from contracts with customers 597,641 620,48
2021 2020
$'000 3000
Market or customer type
Sale of production goods 500,296 498,090
Sale of aftenmarket goods 97,345 122,390
Total revenue from contracts with customers 597,641 620,480
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REVENUE (CONTINUED)

Disaggregation of revenue from contracts with customers (continned)

2021 2020
$'000 $°000

Tinming of revenue recognition
Goods transferred at a point in time 595,926 617,283
Services transferred over time 1,715 3,197
Total revenuce from contracts with customers 597,641 620,480

Confract balances

The following table provides information about rcceivables, contract assets and contrant liabilities from
contracts with customess.

2021 2020

$'000 2000

T'rade debtors (nate 12) 86,820 96,963
Contgacl liabilities (27,127 (9,292)

Contract liabilities of $27,127,000 (2020: $9,292,000) represent consideration paid in advance of perfornance
obligations being Nifilted. Liabilitics will be relcased overlime to the profit and loss account once obligations
arc mel.
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3. OPERATING LOSS

This is stated after charging / (crediting):

2021 2020
Note $'000 $000
Depreciation of property, plant and equipment 9 21,424 21,745
Depreciation of right-of-use assets 0 4377 8.300
Amortisation of deferred development expenditure
(recognised within rescarch and development) 8 1,133 617
Amortisalion of software (recognised within
administration expenses) ] 1,214 318
Amortisation of deferred revenue (recognised
within revenue) 19 (909) (246)
Amortisation of governmen! grants received 19 (2,200) (3,025)
Research and development costs expeiised as
incurred 16,421 6,705
Minimum lease payments due under operating
leases - 787
Loss/ (gain) on disposal of tangible asscts - 288
Cost of inveniory reccoguised its an cxpense 633,790 638,194
Net forcign currcncy cxchange differences (4,718) 15,843
Government Caronavirus Job Retention Scheme
Granl (3,520) (29,179)
Government grants recognised directly to income (4,304) 3,192)
Costs in respect of conslruction contracls 4,712 5,291
Curtailinent gain q (60,531) (6,835)
Restructuring charge 4 - 32,014
Conlract exit (release)/cosls ] (1,526) 47,263
Oncrous contract provisions 4 34,428 193,430
Other provisions 3,831 4,102
Unwinding of discount on provisions 10,372 -
Tinpairment of fixed assets 4 - 8,875
Expected credit (osscs of trude receivables and
coniract assels 12 342 3,280
Auditor's remuncration:
Aulit of the financial statements 327 300
Other services:
Non sfatutory audit services 27 63
27 63
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EXCEPTIONAL ITEMS

Exceptional iteins were as follows:

2021 2020

2'000 $'000

Restructuring charge - 32,014
Contract exit (relcasc)/costs (1,526) 47,263
Onerous conlyact provision 34,428 193,430
Impairment of fixed assets - 8,875
Curtailment gain (60,531) (6,835)
(27,629) 274,147

Restructuring charge

During 2021, there were no workforce reductions (2020: 495 heads). The company recorded no restructuring
charge in the year (2020: charge of $32,014,000).

Contract exit (refease)/cosis .

During the prior year, scveral of the company’s programmes ended production, resulting in a contract exit cost
of $47,263,000 in 2020. This represented impairment charges of $55,106,000 relating to the remaining contract
liabilitics pertairing fo (hese terininated programmes, offsct by a release of the provision of $7,843,000 rclating
to provisions no longer required duc to the salc by Bombardier of its CRJ programme in the prior year.

In 2021, the company performed a reassessment of the provisions required in relation to termination agreements
(contract exit). This reassessment resulted in a provision release of $1,526,000 in respect of cantracts which
have ended produciion,

Onerous contract provision

During the year, the company performced a review of its contracts to reassess (he unavoidable costs to fulfil
perforinance  obligations. This reassessment resulted in an additional charge of $34,428,000 (2020:
$193,430,000) in respect of futurc obligations.

Tmpairment of fixed assets
During the year ended 31 December 2020, an impairment assessinent of the company’s assets was performed.
As a dircct result, the company recorded impainnent charges of $8,875,000 in relation 1o tangible assets and
$97,000 in relation to inlangible assets in the prior year. No impairment charges were recognised for the year
ended 3| December 2021,

Curtailment gain

The company’s principal pension schene was a defined benefit scheme up until 10 December 2021, when the

scheme was closed to fulure accrual. The closure of the scheme to Mlure accrual gave rise to a curtaitment gain
of $60,531,000 (2020: $6,835,000)
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S. INTEREST PAYABLE AND SIMILAR EXPENSES

2021 2020
$'000 $'000
Interest on inter-group loans 2,654 6,056
finance charges payable 109 834
Interest cxpense on lease labilitics 1,676 1,171
Accretion on other financial liabilities 24,028 8,366
Accretion on provisions 10,372 39
Other intercst payable - 23
38,839 16,489

6. STAFIFF COSTS
2021 2020
$'000 $°000
Wages and salaries 134,729 i18,116
Social security costs 13,437 15,132
Penston costs 39,782 414,645
Share based payment transaclion expensc (note 22) 535 2,264
188,483 210,157

Included wilhin wages and salaries is income related to the Govennrent Coronavirus Job Retention Scheme of
$3,578,000 (2020: $29,179,000). Included in other pension costs are $39,4 14,000 (2020: $44,373,000) in respect
of defined benefit schemes (note 20) and $356,660 (2020: $272,000) in respect of the company’s defined
contribution schemes. As the Aviva DCPS only commenced on f1 December 2021, there are no contributions
included in other pension costs.

2021 2020
$:000 £'000

Directors® remuneration:
Short-term employce benefits 747 724
2021 2020
No. No.
Nuwmber of directors accruing benefiis under defined benelit schemes 2 2
2021 2020
$'000 $°000

Highest paid director:

Remuncration 620 467
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STARF COSTS (CONTINUED)

The average number of employecs {including dircctors) employed by the company during the ycar was as

follows:

Operations
Administration

INCOME TAX

(a) Tax charged fo the profit and losy sccount

Curvent income tax
Currcnt tax on profits for the year
Adijustment in respect of prior yeass

"otal current tax charge
Deferred income tax

Origination and reversal of temporary differences in current year

Origination and reversal of temporary differcnces in respect of prior
periods
Lffect of changes in tax rates

Total deferred tax charge

Total tax charge in the profit and loss account

2021 2020
No. No.
2,600 3,048
I5S 174
2,755 3,222
2021 2020
$°'000 $'000
iR 323
- (13)
711 310
- 107,142

- (5.218)

- (11,524)

- 90,400
i 90,710
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INCOME TAX (CONTINUED)

(b) Tax relating (o items in other comprehensive income

2021 2020
$°'000 3'000
Deferred tax
‘Fax credit on cash flow hedges - 407
Tax charge on retirement benefits - 39,815
“I'otal tax charge in the statement of comprehensive income - 39,108

Changes to the fture expected UK corporation tax ratcs werce enacted as part of the Finance (No.2) Aci 2021
which received Royal assent on 10 June 2021, in which the government annotinced that the carporation tax inais
vale will increase to 25% for the year starting § April 2023 and thereafter. Deferred tax assets end liabilities have
been remceasured at the blended average rates al which they are expecled to unwind.

(c) Reconciliation ol the total tax charge

The differences are reconciled below:

2021 2020
S ovd $'000
Loss before tax (75,779) (409,482}
‘Tax on loss at statutory rate of corporation tax in the UK of
19% (2020: 19%) (14,398) (77,802)
Effects of
Adjusiable itews for tax purposes 551 2,300
Adjustments in respect of prior periods - (5,231)
Tax rate changes . {11,524)
Aantounts not recognised 14,558 182,967
Total tax charge in the profit and loss account 711 90,710

47



Short Brothers PLC

NOTES TO THE FINANCIAL STATEMENTS
as at 31 December 2021

INCOME TAX (CONTINUED)
(d) Deferred tax assets

Deferred tax assets of $253,627,000 (2020: $224,112,000) werc not rccogniscd as at 31 December 202]. Based
on the level of historical taxable losses and projections for the future taxable income, directly impacted by the
coronavirus pandemic and continuing challenging costs pressures in the asrospace industty, management
believes these deferred tax assets should not be recogniscd in the company’s balance shecet.

At the end of each reporting period, management will reassess the de-recognition of these deferred assets to
determine the extent that it has become probable that future taxable profit will allow the deferred tax assct to be
recovered.

Thesc unrecognised deferred tax assets are still available for the company (o utilise in the event of fiture taxable
profits; cash tax will not be impacted by the de-recognition of these assets.

2021 2020
3'000 S'00n
Provision at slart of period - (129,876)
Adjustments in respeet of prior years - (5,150)
Deferred lax charge lo income statement for period - 95,618
Deferred tax charge to OCI for period - 39,408
Total tax charge in the profit and foss account - -
2021 2020
$'000 3000
‘The net deferred tax included in the balance sheets is as follows:
Deferred tax asset
Fixed asscts (11,165) (6,259)
(11,165) (6,259)
Deferred tax liability
Intangible asset 11,165 6,259
11,165 6,259

t
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7. INCOME TAX (CONTINUED)

(d) Deferred tax asscts (continued)

Unrecogniscd deferred tax not booked to the balance sheet is as follows:

Pensions

Fixed assets

Temporary differcnces
Corporale interest restriction
Tax losses

Cash flow hedges

Share based payments

Unrecognised deferred tax asset

2021
$'000

(10,080)
(5,185)
(31,461)
(36,631)
(169,640)
(196)
(134)

(253,627)

The deferred tax charge included in the profit and loss account is as follows:

Pensions

Fixed assets

Intangible assets

Corporate interest restriction
Tax losses

Share based payment
Tempormy differences

Deferred tax charge

2021
$000

2020
3600

(76,572)
(13,604)
(7,661)
(19,562)
(106,713)

(224,112)

2020
$'000

(30,318)
11,166
(814)
(16,812)
(59,192)
(460)
6,030

(90,400)
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8. INTANGIBLE ASSETS

Pevelopment Carbon
expenditure Seftware emissions Tolal
3000 3000 3000 $°'000

Cost:
At 1 January 2021 147,677 10,443 332 158,452
Additions 397 13,668 211 14,276
At 31 December 2021 148,074 24,111 543 172,728
Amortisation and Impairment:
At 1 January 2021 116,113 9,065 - 125,178
Charge for the year 1,133 1,214 - 2,347
AL 31 December 2021 117,246 10,279 - 127,525
Net book valve:
At 31 December 2021 30,828 13,832 543 45,203
At 31 December 2020 31,564 1,378 332 33,274

|

There were no borrowing costs incurred in 202] to be capitalised within development expenditure additions
(2020 nil).

Software additions in the year relate to capitalised costs associated with 1he ransitioning of Y systeins to align
with the Group, fotlowing the acquisition by Spirit in October 2020. Sofiware additions of $13,668,000 in the
year compriscd $5,989,000 directly attributable implemcntation costs, $1,627,000 of cloud software aud
$6,052,000 for other software. Sollware additions are amortised uver their estimated useful life, which is
belween 3 and 5 years.
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TANGIBLE ASSETS
Assets in the Long
Right of counrse  leasehold land Plant and
Use Asscls construction  and buildings equipment Total
3000 $°000 3°000 $'000 $'000

Cost:
At | January 2021 20,046 69,551 317,444 417,204 824,245
Additions 10,250 8,925 140 7,576 26,891
Transfers - (1,455) - 1,455 -
Disposals - (148) - (8,744) (8.892)
AL 31 December 2021 30,296 76,873 317,584 417,491 842,244
Deprecintion and
Impairment:
At ] Januvary 2021 3,064 62,800 176,126 381,945 623,935
Charge for the year 4377 - 9,524 11,900 25,801
Disposals - - - (78) (78)
At 31 December 2021 7,441 62,800 185,650 393,767 649,658
Net book value:
A1 31 December 2021 22,855 14,073 131,934 23,724 192,586
At 31 December 2020 16,982 6,751 141,318 35,259 200,310

There were additions to the company’s right of use assets of $10,250,000 (2020: 38,133,000) (note 25) in
relation to feased 1T equipment,

The additions to assets in the coursc of constniction rclale 1o plant and cquipment of $8,818,000 (2020:
$24,235,000) and land and buildings of $£23,000 (2020: $1,481,000).

The additions to plant and cquipment in the year of $7,576,000 (2020: $12,539,000) is made wp of tooling
additions of $6,406,000, additions in relation to A220 and A320 of $227,000 and general equipment additions
of $943,000.

‘Therc were borrowing costs capitalised during 2021 of $1,075,000 (2020: $273,000). Bosrowing cosls werc
capitalised at the company’s general rate of borrowing of 5.64% (2020: 5.99%).
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Short Brothers PLC

NOTES TO THE FINANCIAL STATEMENTS

as at 31 December 2021

10. INVESTMENIS

Cost and net book vatue at | Janvary 2021 and 31

December 2021

Total
3000

Detatls of the principal investincuts in which the company or its subsidiary undertakings held more than 10%
of the nominal value of any class of share capital are as follows:

Name gf company
Principal subsidiary undertukings

All held by the company:

Sliort Brothers Pension Trustee Ltd

Short Brothers CIF Trustee Ltd

Spirit AcroSystems Belfast Exceutive
Bencfils Teustee Ltd (Formerly:
Bombardier Aeraspace Shorts
Exccative Benefits Trustee Ltd)

15, INVENTORIES

Raw materials
Work in progress
Finished goods

Address of
registration (or
incorporation)
and operation

Airport Road,
Belfast, Co Antrim
BT3 9DZ
Northern Treland

Airport Road,
Belfast, Co Aninm
BT3 9DZ
Northern Ireland

Atrport Roud,
Belfast, Co Antrim
BT3 9DZ
Northern (redand

Holding

Osdinary
shares

Ovdinary
shares

Ordinary
shares

Proportion
shares held

100%

100%

100%

2021
3000

30,125
108,577
113,336

252,038

Nature of

business

Non trding
company

Nan trading
company

Non trading
company

2020
3000

30,637
125,799
83,365

239,801

The write-down of inventories recognised in cost of sales is $§2,915,000 (2020: $45,339,000). This includes
general provisioning, slow maving and obsolete slock and specific write-down of slock 1o nct realisable value.
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Short Brothers PL.C

NOTES TO THE FINANCIAL STATEMENTS
as at 31 December 2021

DEBTORS

Amounts falling due within one year:
Trade and other receivables:

Trede debtors

Less: provision for expected credit losses

Net trade debtors

Other debtors

VAT reccivable

Income tax credit reecivable
Prepayments

Amounts falling due after more thau one year:
Income tax oredit reecivable
Other assets

Total debtors

2021

$'000

94,346
(7,526)

86,820

3,520
4,800
1,320
14,823

111,283

1,716
155

1,871

113,154

2020

S'000

103,877
(7,184)

96,693

£,158
1,208
2,743
11,494

113,296

113,296

The expected losses are bascd on the payment profiles over a period over 5 years before 31 December 2021 and
the corresponding historical credit losses experienced within this period. The provision for expected credit loss

in 2021 is $7,526,000 (2020: $7,184,000).

CASH

Cash at bank and in hand

2021
000

75,411

2020
3000

41,192

Short-term deposits are made for varying periods, depending on the immediate cash requirements of the
Group. The company’s cash at bank and in hand balance is denowminated in US Dollurs, Sterling aud Euro.
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Short Brothers PLLC

NQOTES TO THE FINANCIAL STATEMENTS
as at 31 December 2021

CREDITORS: AMOUNTS FALLING DUE WITHIN ONE VEAR

2021 2020
3'000 $'000
Trade and other payables:
Tradc creditors 93,929 70,334
Amounts due to related parties 18,670 4,587
Accruals 59,612 56,175
Financiof liabilities:
Vendor non-recurring liability 4,994 6,824
Government! refundable advances (note 15) 30,856 17319
Derivative financial instrument (nole 18) 1,983 -
Other liabilities:
Payrol! releted habilities 21,845 16,342
Deferred revenue (note 19) 2,482 3,454
ense linbifity (note 25) 3,674 1271
238,045 176,306

Included in payroll related liabilitics above is an amowt of $3,279,000 (2020: $1,396,000) for other taxcs
and social sccurity costs.

Vendor non-recurring liability
The vendor nou-recurring liability relates to unsecured vendor confributions which will be repaid in tull by
the end of 2022, Contributions are discounted and non-intcrest bearing,.
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Short Brothers PL.C

NOTES TO THE FINANCIAL STATEMENTS
as at 31 December 2021

CREDITORS: AMOUNTS FALLING DUE AFTER MORE THAN ONE YEAR

202i 2020
3000 3'000
Financial liabifities:
Amounts due to related parties 86,124 20,083
Government refundable advances 289,172 275,125
Other liabilities:
Peferred revenue (note 19) 14,315 16,452
L.ease liability (note 25) i 22,942 16,279
Other liabilities 363 -
412916 327,939

Amounts due to related parties

Loan balances due 1o other related parties are unsecured and bear interest at the rate of US LIBOR plus 3.75%
per annum. JLoan balances include repayments in the year of $55,000,000, additional drawdown of
$120,000,000, and interest incurred of $1,125,000. Bajances are repayable by the end of 2025.

Leases
The company has a number of leascs which arc guaranteed by Spirit and arc repayable over various terins of
which details can be seen at note 25.

Government refundable advarices

The government refundable advances relate Lo repayable taunch investment provided to the company by the UK
Governiment and arc not whoily sepayable within five years. Conditions for the repayment of this investiment
depend upon the successful outcome of programines for which the investment is allocated. The investment will
be reimbursed 10 the UK govermnent in the form of levy payments linked to aircrafl sales on the related
programmes.

The movement during the year, as scen below, represents repayments of $7,443,000 (2020: $7,443,000),
accretion of interest and realignment of rates of $30,235,000 (2020: $7,643,000) and foreign exchange loss of
$4,792,000 (2020: gain of $13,953,000)

Total
3000

Government refundable advances:
At January 2020 293,576
Movement during the ycar {1,132)
Al 31 December 2020 292 444
Movement during the year 27,584
At 31 December 2021 320,028

Analysed as:

2021 2020
$'000 $000
Creditors: falling due within one year 30,856 17,319
Creditors: falling duc afier more than one year 289,172 275,125
Total govermment refundable advances 320,028 292,444
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NOTES TO THE FINANCIAL STATEMENTS
as at 31 December 2021

PROVISIONS IFOR LIABILITIES

2021 2020
5000 $'000
Other provisions (note 17) 218,773 214,364
Retirement benefits (note 20) 40,320 403,011
259,093 617,375
OTHER PROVISIONS
Liability
and
Termination Product damage Onerous
agreenmenis warranties claims contract  Restruciuring Total
$'000 £'000 2000 S$°000 S'000 $°'090
At 1 January 2020 4,700 18,541 2,135 - 2,492 27,868
Created 2,360 6,375 4,201 193,430 39,600 245,966
Released (1,896) (14,656) (176) ~ (5,576} (22,304)
Utilised (1,173) {1,808) (130) (4,539)  (29,930) (37,630)
Movement due \o
discounting - 39 - - - 39
[Exchange adjustment - 151 36 - 238 425
At 31 December
2020 3,991 8,642 6,066 188.891 6,774 214,364
Created - 4,341 436 36,268 - 41,045
Released (1,526) (282) (664) - . (2,472)
Transferred - - - (2,015) - (2,015)
Utilised (1,334) (1,475) - (33,158) (6,467} (42,434)
Movement due to
discounting - - - 10,372 - 10,372
Exchange adjustment - 27 127 - (187) 87)
A1 3] Deccmber
2021 1,131 11,199 5,965 200,358 120 218,773

Termination agreements

Provisions for tennination agreements are recognised within cost of sales. The exit from programs gives rise to
a conslructive obligation for the costs associated with the cxit. ‘These costs arc typically for
dismantling/decommissioning, logether with purchase order refated costs. Best estimates are based ou a number
of factors, including cost experience and historical claim data. Elemcents of these exil provisions may also
recognise wilhin inventory.

Product warranties

A provision for warranly costs is recorded in cost of salcs. The cost is estimated based on a number of factors,
including the historical claim and cost experience, the dusation of warranty coverage and the nature of the
product sold. The product warranty for aircraft components extends up 1o 20 ycars.
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Shott Brothers PL.C

NOTES TO THE FINANCIAIL STATEMENTS
as at 31 December 2021

OTHER PROVISIONS (CONTINUED)

Liabitity and damunge claims

In the normal course of operations, the company is a defendant against various matters and uncertainties
associated with agreements entered into with third parties. Best estimates of the associated costs have been
recorded in other expenses or cost of sales. The company intends to vigorously defend its position in these
matters and any resulting costs are expected to be paid within the next 10 years.

Onerous Contructs

An oncrous contracl is a conlract under which the unavoidable costs of mecting the obligations under the
contract exceed tic cconomic benefits cxpected to be received under it. The vnavoidable costs under a cantract
reflect the least net cost of exiting from the contract, which is the lower af the cost of fulfilling it and any
compensation or penalties arising from failurc to fulfil it. The movement of the provision is impacied by
anlicipated delivery schedules, since for new aircraft programmes early production units require higher costs
than units produced later in the processes. The calculation is based on projcctions uatil 2025.

During the year, the company performed a review of its contracts (o reassess the unavoidable costs to fulfil
performance obligations. This reassessmen{ vesulted in an additional charge of $34,428,000 (2020:
$193,430,000) in respect of future obligations,

An assessient of inventory net realisable value (NRV) as of 31 December 2021 resulied in a transfer of
$2,014,000 (2020: $nil) from the onerous contract provision to the inventory obsolescence provision.

Restricturing provision
A provision is held rcgarding the costs associated with the restructuring of the company and subsequent
redundancy costs. These cosls are expected to be paid within the next year.

[FINANCIAL INSTRUMENTS

Methods and assumptions

Tair valuc amounts disclosed in these financial stateinents represent the company’s estimate of the price at which
a financial instrument could be exchanged in a market in an army’s length transaction between knowledgeable,
willing parties who are under no compulsion to act. The methods and assumptions nsed to measurc the (air value
is as follows:

Favourable and unfuvenrable derivative financial instruments

The fair value of derivative financial instruments for forward curreiscy confracls generally reflcets the estimated
amounts that the company would receive to sell favourable contracts (taking into consideration the counterparty
credil risk) or pays o transfer the unfavaurable contracts (taking into consideration the company’s credit risk)
at the reporting dates. The company uses discounted cash flow analysis and public quolations (v estimaic the
fair value of forward agreements. The fair valuc is calculated using marked data such as forcign exchange spot
rates.
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Short Brothers PLC

NOTES TO THE FINANCIAL STATEMENTS
as al 31 December 2021

DEFERRED REVENUR

Government
grants
$'000
AL ] January 2020 21,113
Received -
Reclassification (23)
Released to profit and loss account (3,021)
At 31 December 2020 18,069
Released to profit and loss account (2,200)
Al 31 December 2021 15,869

Analysed as:

Creditors: amounts falling duc within onc year
Creditors: amounts falling duc after more than onc year

Deferred
incone

§'000

1,680
403
(246)

1,837

(909)

928

2021
$'000

2,482
14,315

16,797

Total
$°000

22,793
403
(23)

(3,267)

19,906

(3,109)

16,797

2020
$000

3,454
16,452

19,906
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Short Brothers PLC

NOTES TO THE FINANCIAL STATEMENTS
as at 3) December 2021

RETIREMENT BENEFITS

The company’s principal pension scheme was a defined benefil scheme vp unti) 18 December 2021, when the
scheme was closed to future accrual and was replaced by a dcfined contribution scheme. The new defined
contribution pension scheme is administercd by Aviva and as the schemne only commenced on 11 December
202] there arc no contributions included in other pension costs. The pension scheme is opcrated under the
Occupational Pension Schemes (Requirement 1o obtain Audited Accounts and a Statcinent from the Auditor)
Regulations (Northern Ireland) 1997, with the guidelines set out in (he Statement of Recommended Practice
(revised Junc 2018) - Financial Reports of Pension Schemes.

The defined benefit scheme is funded by the payment of contributions to a scparalcly adininistercd frust fund.
The scheme is governed by a Trust Deed and Rules and the Trustee of the scheme is Short Brothers Pension
Trustec Limited (“SBPTL.”). The sole responsibitily of SBPTL is to run the scheme as its Trustee. The Board
of SBPTL, consists of six company Nominated Directors, three Member Nominated Directors, onc Pensioner
Nominated Direclor and one Iadependent Board member. The Board of SBPTL is responsible for the
administration of the pension scheme assels and for cstablishing the investment sirategy and performance
objectives of the schemne.

IZach year, the Board of SBPTIL, in conjunction with its professional advisers, continues its work reviewing thc
scheme’s level of compliance with the recammendations set out in the Pension Regulator’s Cade of practice on
Internal Conlrols. The Board conlinually reviews its taining needs and skills to ensurc cffective decision
making. The Dircetors in place throughout the year met on four occasions to discuss matters in refalion to the
administration and management of the schemc.

Contributions to the scheme are determined with the advice of independent qualified actuarics on the basis of
regular actuarial valuations using the projecied unif credit mmcthod. The company made regular (and deficit
repair) conlributions of $166,498,000, which includes the $130,000,000 on the anniversary of acquisilion by
Spirit AeroSystems (December 2020: $42,200,000), with regular contributions being 13.1% (2020: 13.1%%) of
pensionable eamings (excluding employee salary sacrifice confribulions).

In lhe year ended 31 December 2022, the company cxpeots (o contribute $21,586,000 to the scheme which
represents ongoing deficit repair conltribulions and a contribution towards pension scheme costs. The company
also provides cerfain addilional post-retirement healthcare bencfits to senior cmployces. These benefils are
unfunded. The uctuarial valuation conducted as of 31 Dcecember 2018 has been updated using the major
assumptions as sct out below,

2021 2020
Major assumptions:
Rate of general increase in salarics 2.90% 3.00%
Rate of increasc in pensions in payment:
Pre April 1997 service 0.00% 0.00%
Inflation up to 5% p.a. for service between April 1997 and October 2005 2.70% 2.8)%
Inflation up to 2.5% p.a. for service between October 2005 and October 2013 £.90% 1.88%
Inflation up to 2.5% p.a. service for post October 2015 1.90% 1.64%
Discount sate for scheme liabilities 1.80% 1.45%
Inflation:
RP! 3.20% 2.80%
crl 2.85% 2.40%
Proportion of members commuting maximum allowable pension for cash at
retirement 95.00%  95.00%
Average expecied future life at age 65 for:
Male currently aged 65 21.2 254
Femate currently aged 65 23.6 23.7
Male corrently aged under 65 22.5 22.7
Femate currcntly aged under 65 25.1 25.1
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Short Brothers PLC

NOTES TO THE FINANCIAL STATEMENTS
as at 31 December 2021

20. RETIREMENT BENEFITS (CONTINULD)

Major assunmiptions: other benefits

Rate of increase in healthcare benefits
Discounl rate for scheme liabilities
Average expected future life at age 65 for:

Male cinrently aged 65

Female currcntly aged 65

Moale currently aged under 65

Female currently aged under 65

2021

5.75%

1.30%

212
23.6
225
25.1

2020

5.50%
1.45%

21.4
23.7
22.7
25.1

Discount rates represent the market rates for high quality corporate fixed income investments available for
the periud o maturily of the benefits. The expected rales of return are established using a stochastic model
to forecast returns for cach category of schicme assets based on assumplions as (o risk free ralcs and equity
retum scenarios that align to the scheine investinent style and policy. The expected ratc of salary increases
is determined considering the current and cxpected salary structure ang collcctive agreements, as well as
historical and anticipated wage increases. The mortality assumptions are based on standard mortality tables

which allow for future mortality improvements.

The assets and liabilities of the schemes are as follows:

At 31 December 2024

Iair valuc of scheme assets
Present value of scheme liabilitics

Scheme deficit

At 31 December 2020
Fair value of schcme asscts

Present value of scheimne liabilities

Scheine deficit

Total

Pension Other retivementt
benefits  benefits benefits
8000 $°000 $'000
2,476,492 - 2,476,492
(2,516,005) (807) (2,516,812)
(39,513) (807) {40,320)
2,259,270 - 2,259,227

0

(2,661,468) (813) (2,662,28
)]

(402,198) (813) (403,011)

The major categorics of plan asscls as a percentage of the fair value of the total ptan assets are as follows:

Equitics
Bonds
Cash

2021
%

44.27
44.06
11.67

2020
Y%

44.76
46.85
8.39
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Short Brothers PLL.C

NOTES TO THE FINANCIAL STATEMENTS
as at 31 December 2021

RETIREMENT BENEFYTS (CONTINUED)

Analysis of the amonnt recogunised iu the profit aud loss account

Total
Pension Oiher retirement
benefits benefits benefits
$°000 3’000 3000

Year ended 31 December 2021 -
Curvent scrvice costs 39,345 69 39,414
Cusigilment gain (60,531) - (60,531)
Administrative expenscs 1,266 - 1,266
Recognised in operaling profit (19,920) 69 (19.851)
Nect interest on defined benefit liability 6,896 10 6,906

Year ended 31 December 2020

Current scrvice cosls 44,302 71 14,373
Curtailment gain (6,835) - (6,835)
Administrative expenses 14,970 - 14,970
Recognised in operating profit 52,437 71 52,508
Nel intercst on defincd benefit liability 7,504 14 7,518

The majority of the curvent service cosls are recognised within cost of sales.

Duriug the year ended December 2021, $60,531,000 (2020: $6,835,000) curtailment gain resulling from the
closure of the defined benefit scheme 1o future acerual (2020: restructuring of the company) was recognised
within other exceptional items.
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Short Brothers PLC

NOTES 10 THE FINANCIAL STATEMENTS
as at 31 December 2021 :

RETIREMENT BENEFITS (CONTINUED)

Analysis of the amoun{ recognised in the stnfement of comprehensive income

Total
Pension Orher retirement
benefits benefits benefits
$'000 3000 $00n
Year ended 31 December 2021
Retum on scheme assets (excluding amounts included
in net inferest expensc) 100,831 - 100,831
Actuarial changes from changes in assumptions 30,306 8 30,314
Acluarial changes arising from changes in
demographic assuinptions 6,686 - 6,686
Acluarial changes [rom cxperience adjustments 32,871 - 32,871
Net actuarial gains recognised in the statement of
comprehensive income 170,694 8 170,702
Farcign cxchange (losses)/gains 7 {1,904) 8 {1,896)
168,790 16 168,806
Yeur ended 31 December 2020
Retum on scheme assets (excluding amounts included
in net interest cxpense) 146,401 - 146,401
Actuarial changes from changes in assumptions (304,608) 24 (304,584)
Actuarial changes arising from changes in
demagraphic assumptions 208,371 - 208.371
Actuarial changes from experience adjustments (18,244) - (18,244)
Net actuarial gains/ recognised in the statement of
comprehensive income 21,920 24 31,911
Fareign exchange losses (13,866) 27 (13,893)
18,054 (3) 18,051
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Short Brothers PLC

NOTES TO THE FINANCIAL STATEMENTS

as at 31 December 2021

RETIREMENT BENEFITS (CONTINUED)
Changes in the fuir value of scheme assels

At | January 2020

interest ncome on scheme assels
Actuarial guins on schemc assets
Adminisiralive expenses
Enmployers” contribulions
Members’ contributions

Bencefits paid

Foreign exchange movement

A3 December 2020

Inierest income on scheme asscls
Actuarial gains on scheme asscts
Administralive cxpenses
Employers® contributions
Members' contributions
Benefits paid

Foreign exchange movement

A(3] Decenber 2021

Changes in the prescit value of the scheme liabilities

AL January 2020

Cutrent service cost

Curtailment gain

Interest on scheme liabilitics

Actuarial (losses)/gains on scheme liabilities
Mewmnbers® contributions

Bencfits paid

Foreign exchange movement

At 31 December 2020

Currenl service cast

Curtailment gain

Interest on scheene liabilities
Actuarial gains on scheme liabilitics
Members® contributions

Benelils paid

Fareign exchange movement

A1 31 December 2021

Pension Other Total retirement
Benefits benefits Benefits
$°000 $°000 §°000
2,007,843 - 2,007,843
39,041 - 39,041
146,401 - 146,401
(14,970) - (14,970)
51,858 62 54,920
1,011 . 1,00)
(53,790) (62) {53,802)
81,826 - 81,826
2,259,270 - 2,259,270
30,491 - 30,491
100,831 - 100,831
(1,266) . (1,266)
180,871 69 180,940
946 - 910
{67,853) (69) (67,922)
{26,798) - (26,798)
2,476,492 - 2,476,492
Pension Other  Tolal relirement
Benefits benefits Benefits
$°'000 $°'000 $'000
(2,420,014) (787 (2,420,801)
(14,302) 7 (44,373)
6,835 - 6,835
(46,545) (14) (46,559)
(114,481) 24 {114,457
1,011 - (1,011)
53,740 62 53,802
(95,690) 27 (95,717)
(2,661,468) (813) (2,662,281)
(39,345) {69) (39,414)
60,531 - 60,531
(37,387 (10) (37,391
69,863 8 69,871
(946) - (946)
67,853 69 67,922
24,894 8 24,902
(2,516,005) 807 (2,516,812)
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NOTES TO THE FINANCIAL STATEMENTS
as at 31 December 2021

RETYREMENT BENEFITS (CONTINUED)

2021 2020 2019 2018 2017
(Restated) (Restated)  (Resiated)
$'000 $'000 $'000 $000 3000
Peusion benefits
Fair value of scheme asscls 2,476,492 2,259,270 2,007,843 1,710,838 1,896,070
Present value of scheimnc
liabilities (2,516,005)  (2,661,468) (2,420,014) (1,922,643) (2,175,437)
Scheme deficit (39,513) (402,198) (412,171) (211,805) (279,367)
Expevicnce adjustments on
liabilities 32,871 (18,244) 353 6,966 (2,056)
Experience adjustments on
assels 100,831 146,401 214,721 (116,559) 118,755
2019 2018 2017
2021 2020 (Restated) (Resiated)  (Restuted)
$000 000 S'000 3000 $°00n
Other benefits
Present value of scheme
linbilities (807) (813) (787) (687) (1,272)
Scheme deficit 807) (8 13) (787) (687) (1,272)
Experience adjustiments on
liabilities - - 6 5714 55

A 0.25 percentage point increase in one of the following octuarial assumptions would have the following cffects,
all other actuarial assumptions remaining unchanged:

Retirement  Retirement benefit
benefit cost for liability as at 31

the year 2021 December 2021
$'000 3000
Discount rate (3,518) (133,967)
Inflation rate 1,353 79,779

A one-year additional life expectancy s at 31 December 2021 would increase the net retirement benefit hiabitity
by $116,375,000 and thc retirement benefit cost for the year 202t by $2,030,000, all other actuarial assunptions
remaining unchanged.

The sensitivily analyses above have been determined by eslimating the impact on the defined benefit obligation
of reasonable changes in key assumptions occurring at the end of the reporting period. The sensitivily analyses
are based on a change in a significan! assumption, keeping all other assumptions constant. ‘The sensitivity
analyses may not be representative of an actual change in (e defined benefil obligation as it is unlikely (hat
changes in assumptions would oceur ju isolation from one another.
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NOTES TO THE FINANCIAL STATEMENTS
as at 31 December 2021

RETIREMENT BENEFTTS (CONTINUED)

The cumulative amount of actuarial losses recognised since 1 February 2010 in (he company’s statement of
comprehensive income is $73,400,000 (2030: $243,700,000). 'The company is unable fo determine how much
of the pension scheme deficit recognised on transition to IFRS 9 of $191,300,000 and taken dircctly to total
equity is altributable 1o actuarial gains and losses since inceplion of the scheme.

Thercfore, the company is unable to determine the amount of the actuarial gains and losscs that would have been
recognised in the statement of compiciensive income before 1 February 2010.

SHARE CAPITAL AND RESERVES

Share capital

2021 2020 2021 2020
No. o. $°000 5000
Authoriscd shares:
Ordinary shares of £0.20 cach 550,000,000 550,000,000 189,824 189,824
Ordinary shares issued and fuily paid:
Ordinary shares of £0.20 each 493,635,001 493,635,000 169,294 169,294

On 28 Qctober 2021, the company issued } ordinavy share of £0.20. The company recognised Snil in share
capital and $153,382,000 in share premiun.

Share Cupital
Ordinary shares are classificd as equity. Incremental costs directly attributabie to the issue of new ordinary
shares or options are shown in equity as a deduction, net of tax, from the proceeds.

The nominal value of ench share is £0.20 and each class of ordinary share carry cqual rights and rank pari passu
with each other. The ordinary shares enlitle the holder to one vote, dividend payment and participation in
distributions in the casc of an exit event or liquidation.

Share Preminm
The share premium account represcnts the aggrepate valuc of the premiums on shares issued.

Cash flow hedge reserve
The cash flow hedge reserve contains the cffective portion of the cash flow hedge relationships incurred as at
the reporting date, net of tax.

Retained earnings
Retained carnings contain accumulated losses and shave based payment transactions incurred as at the reporting
date, nct of tax.
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NOTES TO THE FINANCIAL STATEMENTS
as at 31 December 2021

SHARE BASED PAYMENTS

Prior to Lhe sale to Spirit AeroSystems in 2020, cerlain employces of the company were grantcd share aptions
and performance share units in respect of the company’s previous ultimatc parent undertaking, Bombardier.
These awards were granted by Bombardier. Upon sale to Spirit AeroSystems on 30 October 2020, the company
ceased to be a part of the share option plan.

Details of cach scheme, that have sincc ceased, are given below.

Share option plan
Under the share option plan ccrtain employees of Bombardier, including certain employces of the company,
were granied opiions 1o purchase Class B shares (Subordinate Voling) in Bombardier.

The significant terms and conditions of the plan were:

o Thc cxercisc price was equal to lhe weighled average trading prices on the Toronto Stock Exchange during
the five days preceding the date on which the options were granted.

o The aptiong vast af (he expiration of the third year following the grant date; and

o The options terminate no later than seven yeurs after the grant date,

‘There were no share options exercised during the ycar ended 31 December 2021 and year ended 31 Decomber
2020,

Performance share unit plan

Upon sale to Spirit AeroSystems on 30 October 2020, the company ceased fo be a part of the performance
share unit plan.

Fonner ultimate parent undertuking, Bombardicr, approved a performance share unit plan uwnder which
performance share units (PSUs) were pranted to designated employecs including cerfain employces of the
company. The PSUs gave recipicnts the right, npon vesting, (o receive a certain number of Class B shares
{Subordinate Voting) in Bomhardier. PSUs granted vest threc years after award based upon the fulfilment
of certain finuncial perforinance thresholds. The conversion ralio for vested PSUs ranged from 50% to 100%.
At the employec’s discretion, PSUs could have been sctiled in shares in the ultimate pareat undertaking or
as a cash selllement cqual 1o the sale value of the share scitlement at the market share price prevailing on the
date they vested. As the company did not have an obligatian to settle the sharc-based payment award, the
coimpany accounted for this transaction as an equity settled award.

Set out below are the costs incurred pertaining to the above Bombardier scheines:

2021 2020

$°000 §000

As at | January - 2,237
Charge for the year —~ Share Options - -
Charge for the year — Performance Share Units - (1,232)
Recharge from previous parent undertaking — Share Options - -
Recharge fram previous parent undertaking — Performance Share Units - -
Write off balance at acquisition — Performance Share Unils - (1,005)

At 31 December - R
Share Oplion - -
Performance Share Unils R .

The above costs have been recognised within administralive cxpenscs in the profit and loss account.
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SHARF, BASED PAYMENTS (CONTINUED)
Long-Term Incentive Plan

Key employces of the comnpany arc eligible for compensation under the stock compensation offerings of the
parent company. Under this plan, employees are given the opportunity to acquire Spirit AeroSystems
International Holdings Inc. Class A common stock at their market vafue at the grant date. The awards vest in

line with the Long-Term Incentive Plan tules, with the common stock being relcased in three equal instalments
over a thrce-ycar period.

2021 2020

Number Number

QOpening 10,223 -
Granted 39,360 10,223
Forfeited (1,112) -
Vested 4417) -
Outstanding at 31 December 44,054 10,223

p———

‘I'herc is no exercise price as the common stock can be sold as soon as they vest, with no common slock purchase
required. ’

The total charge for the financial year rclating to share based payments for (he Long-Term Incentive Plan was
$535,000 to 31 December 2021 (2020: $27,000) which included $Nii (2020: $Nil) for compensation cost of
purchasc of comman stock from Spirit AeroSystems Internationn) Holdings Tnc. at discount from fair market
value,

CONTINGENT LIABLLITIES

The company has a global supply base with nuincrous supporting contracts in place. ‘The company reviewed
its significant contracts and belicved that contractual terms are being met,

Governmenl grants that are contingent upon flfilling certain conditions are subject 1o an annual review of
compliance. [fthe company fails to ineet one of the conditions, then the gavernment body will be inforined.

CAPITAL AND OTHER COMMITMENTS

Awmounts contracted for but not provided in the financial statements at 31 December 2021 amounted to
$66,593,000 (2020: $31,485,000). These comnuitmeits relate (o property, plant and equipment.
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LEASES

‘The company has lease contracis for various ilems of land, buildings, vehicles and other equipment used in its
operations. Leascs of land generaily have lease terms between 95 and 125 ycars, buildings between 1 and 5
years, while vehicles and other equipment generally have lease terns between 2 and 7 years. The company's
obligations under its leascs are secured by the lessor’s title to (he leascd assets. Generally, the company is
restricted from assigning and subleasing lhe lcased assets and some contracts require the company to maintain
certain financial ratios. The average incrementa) borrowing rate applicd to lease liabilities recognised at the date
of initial application was 4.7% (2020:1.9%}).

There arc several lease contracis thal include extension options and variable lease paymecnts, which are further
discussed below.

The company also has certain leases of machinery with lease terins of 12 months or less and leascs of office
equipment with low value. The company applics thc ‘short-term lease” and ‘lease of low-value assels’
recognition exemptions for these icases. The company has agreed in principle a land lease in relation to the
cxtension of the Belfast Wing Fucility. Planning permission for (he extension has been granted. The leasc will
be signed when work on the site is ready 1o commence; a sinall retainer is paid until the feasc is sipned.

Once the lease is signed the lease liability and right-of-use asset will be recognised in the financial statements
in accordance with 1°RS 16.

Set out below are the carrying amounts of right-of-use usscts recognised and the movenents during the period:

Land and Plont and Other
Buildings Machinery  Equipment Totl
3000 S000 $'000 $'000
At 1 Jananary 2020 14,869 516 23,033 38,418
Cost - Transler to PPE - - (45,679) (15,679)
Disposals ~ Cost - - (1,238) {1,238)
Additions - - §,133 8,133
Depreciation expense (169) (443) (7,688) (8,300)
Disposals - Deprecialion - - GO1 601
Depreciation - ‘Transfer 10 PPE - - 25,047 25,047
Af 31 Decembor 2020 14,700 73 2,209 16,982
Additions - N 10,250 10,250
Depreciation cxpense (167) (71) (4,139) {4,377)
A1 31 Decembey 2021 14,533 2 8,320 22,855
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Sct out below arc the carrying amounts of lease liabilities (included under other non-financial liabilities) and the

movements during the period:

As at | January
Additions

Disposal
Reineasurement
Accrelion of interest
Payments

At 31 December

Current
Nou-current

Malurity analysis of contractual undiscounted payments:

Within one ycar
Between two and five years inclusive
Greater than five years

The analysis above includes a land lease 93 years.

‘The following are the amounis recognised in profit or loss:

Depreciation expense right-of-use assets
Intercst expensc on lease liabilities

Expense relating to short-tenn leases (included in other
operaling expenses)

Expense relaling to lcases of low value assets (included in
administrative cxpenses)

I'otal amount recognised in profit or loss

2021
3000
(17,550)
(10,250)

(1,676)
2,860
(26,616)
(3,674)
(22,942)

(26,616)

2024
$°000
(8,512)
(14,323)
(126,133)

(144,968)

2021
3'000
4,377

1,676

»

T

6,053

2020
5000
(28,133)
(7,714)
618
(383)
(1,171)
19,233

(17,550)

(1,271)
(16,279)

(17,550)

2020
$'000
(1,814)
(7,054)
(127,576)

(136,444)

2020
$'000
8,300
1L171

046
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LEASES (CONTINULED)

Short-term and low value leases

The compaoy elected to use the recognition exemptions far lease contracts that, at commmencement date have a
Icase term fess than 12 months and do not contain a purchasc option (shoit-term leases), and lease contracis for
which the underlying assct is low (low-value assets). Malurity analysis of the amount's payable is as follows:

2021 2020
3000 3000
Within one year - 1

Greater than one ycar - -

- [

Extension Oplions

‘I'he company has several lease contracts (hat include extension options. These options are negotiated by
management to provide flexibilily in managing the leased asset porifolio and align with the company’s business
nceds. Management exerciscs significant judgement in delennining whether these extension options are
reasonably certain to be exercised.

Sct out below are (he undiscounted potential future rental payments relating to periods tollowiag the exercise
date of exlension options that are not included in the lease term:

Within five More than 5

years years Total
3000 $'000 $°000
Extension options expected not to be exercised 1,792 - 1,792
Extension options expecled fo be exercised 3,441 - 3,441

GOVERNMENT ASSISTANCE

Due to the coronavirus pandeinic, the company nlifiscd the UK Government’s Coronavirus Job Retention
Scheme (“CIRS") and managed to mitigate a larger number of reductions. In 2021, $3,578,000 (2020:
$29,179,000) was recoguised by lhe company relating o the UK Government CIRS grant.

‘The company also avaited of (he rates holiday for the 20/21 year that was granled as part of emergency support
incasures agreed by the NI Executive in response to the Covid-19 crisis.
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POST BALANCE SHEET EVENTS
Russian hwasion of Ulraine

In February 2022, the Russian invasion of Ukrainc had s huge impact on many industrics. Given the cvolving
situation, there are unknown factors and cvents that could impact the conipany's operations. This major crisis
constitules a post-closing cvent, with no impact recarded on the value of the company’s assets and liabilities in
the accounts at 31 December 2021, The company performed an assessment of this situation in the second quarter
of 2022 and estimated a poiential exposure 1o the company of $28,094,000. The charges are included on the
Pavent Company’s Consolidated Statements period ended 30th Junc 2022.

Repaymient of government refindable advance

Subsequent to the year ead, the company repaid the goverunent refundable advance relation to the repayable
launch investiment of $320,028,000 (notc 15). The balance remaining on this loan at the date of signing the
financial statements is $nil.

Issue of share capital

On 2 January 2022, the company issued 1 ordinary share with a nominal value of $0.20 in retum for a capital
contribution from the Spirit Group. The company recogniscd $nil in share capital and $26,131,000 in share
preiium.

On 11 April 2022, the company issucd an additional 2 ordinary sharcs with a nominal value of $0.20 in retumn
for a capital contribution from the Spirit Group. The comnpany recognised $nil in share capital and $290,763,000
ir share premium.

There have been no additional material events subsequent to 31 December 2021 (hat would require adjustment
to andfor disclosure in these financial statements.

Extension of the tetter of credit facility with Spirit AeroSystems (Ewrape) Limited,

The letter of credit facility with Spirit AeroSystems (Europe) Limited was cxtended to $300,000,000 in
September 2022. The current leller of credit covers up (0 31 December 2025.

CONTROLLING PARTY

At the bhalance sheel date, the immediate parcnl underlaking and the ultimate parent undertaking within the
United Kingdom is Spirit AeroSystems Global Holdings Limited, a company registered in the United Kingdom.

The utlimate pared undertaking and controlling party is Spirit AeroSystems Holdings, Inc., a company
incorporated in USA, which is (he parent company of the largest and smallest group for which consolidated
lnancial statements are prepared that include the company. Copies of the consolidated financial statements of
Spirit AeroSystems, which include the company, can be obtained from Spirit AcroSystems, 3801 S Oliver Street,
Wichita, Kansas, USA, 67210

The ultimatc controlling party is Spirit AeroSystcms Holdings, Inc.
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