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WESCO AIRCRAFT EMEA, LTD.

STRATEGIC REPORT
FOR THE YEAR ENDED 31 DECEMBER 2021

The Directors present their strategic report for the year ended 31 December 2021,
Principal activity

The principal activity of the Company is the supply of fasteners, lubricants, chemicals, composite materials,
adhesives, sealants and coatings primarily to the aerospace industry.

The Directars do not recommend the payment of a final dividend (2020 - £Ni),

Fair review of the husiness

The company generated turnover of $171.5m (2020 - $235.2m} and loss before tax of $16.8m (2020 - loss of
$28.1m) in the year. Net assets at 31 December 2021 were $54.7m (2020 - $71.4m). The year to 31 December
2021 remained challenging, as the Company saw a further reduction in turnover compared to 2020 and
continued to report losses.

The Company focuses on the C-class segment of the aerospace market, specialising in pars for civil and
defence aircraft engines, and other aircraft mechanical systems (e.g., landing gears). Our service offering
includes sourcing, procurement, warehousing, product movement and other bespoke services based on
customer-specific requirements.

We source and procure parts ranging from fasteners (nuts and bolts, often made to an industry standard) to
highly bespoke fabrications (e.g., certain springs, seals, bearings). We use our expertise to reduce the ‘long tail’
of suppliers inevitably created during the production process, as well as offering our customers the ability to
source and procure more effectively than they can on their own. Working with many customers gives us
significant purchasing power with which to negotiate prices with suppliers. The company continues toc take more
advantage of this, and our professional and strategic buying team, looking at the whole supply chain over the
short, medium and long term, consistently strive to create significant value for us and our customers.

Future Qutlook
The outlook for 2022 and 2023 is brighter, given the vaccine programs and planes starting to return to the sky,

with the Company planning to further reduce the losses across these 2 years. The directors beiieve the
Company is reasonably positioned to grow going forward with its existing customer base.

Key performance indicators

The directors consider the following KPIs to be the principle measures of performance in relation to the
Company. These KPIs are reviewed on an ongoing basis by the directors.

Year ended 15 months ended
31 December 2021 31 December 2020

Turnover As per statement of comprehensive income §171.5m $235.2m
Gross margin % Gross profit divided by turnover 16.47% 8.56%
Operating

profit/(Loss) % Operating loss divided by turnover (8.44%) (10.69)%

Turnover was lower by 9% in 2021 on a like for like basis compared to a pro-rate 2020 due to the continued
impact of covid on the aerospace industry.

Gross margin has increased primarily due to the change in stock provision policy. The policy change led to a
release of $11M in FY2021 ($2M release in FY2020) and hence resulted in a higher like for like gross profit, After
adjusting for the stock provision releases gross margin has increased by 2.0% year on year.
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WESCO AIRCRAFT EMEA, LTD.

STRATEGIC REPORT (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2021

Operating loss % includes $10M of amortisation and impairment of intangibles fixed assets, which offsets the
benefit from the release of the stock provision and aligns the level of operating loss % with FY2021.

Principal risks and uncentainties
Principal risks and uncertainties affecting the company are as follows:

Commercial Aerospace Market

The last two years have seen an unprecedented change in the commercial aerospace sector, after initial
lockdowns and restrictions, the world has opened up again, but passenger numbers ramain below pre-pandemic
leveis. The MRO market in 2022 has come back strongly, however build numbers remain below pre-pandemic
levels. The reduction in build levels impacts on the overall volumes in the business, however this is partly offset
by the uptick in MRO, which typically attracts higher margins.

Military Aerospace Marks!

IThroughout the pandemic, the impact on the Defense market was much less severe. Government spending
leveis have remained high and have been protected. The pandemic did little more than delay programs through
the initial lockdowns. The war in Ukraine in 2022 will also drive volumes up, however the impact thrcugh to the
Company is often lagged by 12 months or so.

inflation
The disruptions to global supply chains, and the war in Ukraine have contributed to pushing up costs across both

inventory purchases and overhead expenditure. The Company is working hard to manage these cost increases
through a combination of working with suppliers, and in some cases looking to pass on these inflationary
increases through to the end customer.
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WESCO AIRCRAFT EMEA, LTD.

STRATEGIC REPORT (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2021

Directors' statement of compliance with duty to promote the success of the Company

Directors of the Company, as those of all UK Comparies, must act in accordance with a set of general duties.
These duties are detailed in section 172(1) of the UK Companies Act 2006 which is summarised as follows: ‘a
director of a campany must act in @ what they consider, in good faith, would be most likely to promote the
success of the Company for the benefit of its shareholders as a whole, and in doing so have regard (amongst

other matters) to:

+ the likely conseqguences of any decisions in the long term

+ the interest of the Company's employees

» the need to foster the Company's business relationships with suppliers, customers and others

» the impact of the Company’s operations on the community and envircnment

= the desirability of the Company maintaining a reputation for high standards of business conduct and
» the need to act fairly as between shareholders of the Company.

It is important to recognise that in large organisation such as ours, the Directors fulfil their duties partly through a
governance framework that delegates day to day decision making to employees of the Company. The following
paragraph summarises how the Directors fulfil their duties:

Our strategy and consideration of consequences of decisions for long term

As directors of the Company, we provide overall risk oversight, with a focus on the most significant risks facing
our Company. In addition, we are responsible for ensuring overall crisis management and business continuity
plans are in place. Together with senior management, we frequently discuss the Company's business strategy,
operations, policies, controls and current and potential risks. These discussions include approach for assessing,
muonitoring and controlling risk exposure.

Our values and cultures

The Incora Group is dedicated to conducting its business consistent with the highest standards of business
ethics. We have an obligation to our employees, shareholders, customers, suppliers, community representatives
and other business caontacts to be honest, fair and forthright in all of our business activities.

Our Code of Business Conduct and Ethics is a comprehensive blueprint of Incora’s business standards and
applies to call cur directors, officers and employees. It underpins our commitment to do business the right way
and covers anti-corruption, antitrust and fair competition, data protection, employment practices and trade
compliance. We have a dedicated Ethics Helpline that is available to employees at all times.

Cur employees

We recognise the importance of good communications and relations with employees. We continue to encourage
and increase employee participation and involvement in matters which affect their interests. We provide updates
to employees on development within the Company on a regular basis.

Business relationships

Our diverse, global customer base and supplier base includes some of the largest blue-chip multinationals in the
acrospace sector. We value our customers and suppliers and have long term standing relationships with both
our customers and our suppliers. We have dedicated customer and supplier account managers who manage
and safeguard the interests of ourselves, cur customers and our suppliers.
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WESCO AIRCRAFT EMEA, LTD.

STRATEGIC REPORT (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2021

Communily and environment

We are committed to the protection of the environment. We use our Environmental Management System to not
only ensure compliance with environmental legislation and reguiations, but also to achieve our cobjectives and
goals with continual improvements in environmental performance and reduced environmental waste through

recycling and reusing by-products and waste.

This report was approved by the board on 1 8 / 62 / 2072 3 and signed on its behaif.
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WESCO AIRCRAFT EMEA, LTD.

DIRECTORS' REPORT
FOR THE YEAR ENDED 31 DECEMBER 2021

The Directors present their audited report and the financial statements for the year ended 31 December 2021.
Results and dividends

The loss for the year, after taxation, amounted to $16,723,828 {2020 - $28,925,863).

The Directors do not recommend the payment of a final dividend.

Directors

The Directors who served during the year were:

N Austerberry
D Landry

M Whatling
W Hollinstead

Financial Risk Management

Objectives and policies

The Company's operations expose it to a variety of financial risks that include the effects of changes in interest
rate, liquidity risk, credit risk and foreign exchange risk. The Company seeks to limit the effects of such risks
through the continuing support of its ultimate parent company. Cash forecasts are established in order to analyse

more guickly these financial risks.

Liquidity risk

The Company manages liquidity risk by ensuring sufficient funds are available for at least the next 12 months. All
Wesco Aircraft Holdings inc. UK companies, including Wesco Aircraft EMEA Limited are directly and indirectly
funded by a US parent company, Wesco Aircraft Holdings Inc. ("Incora”) through intercompany arrangements

which are repayable on demand.

Credit risk
Credit risk arises from cash and cash equivalents, and deposits with bank and financial instruments. For banks

and financial institutions, only independently rated parties with a minimum rating of "A’ are accepted.

The Company has implemented policies that require appropriate credit checks on customers before sales are
made and the amount of exposure to any individual customer is subject to a limit, which is assessed regularly by
management. However, to date, the nature of the principal customers has meant that the company is not
exposed to significant credit risk and foresees no default of third parties which could have a significant impact on

the financial statements,

Foreign currency risk
The Company is exposed to movements in foreign exchange rates as a resuit of making sales and purchases in

foreign currencies. The Company has mitigated risk by maintaining foreign currency bank accounts.
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WESCO AIRCRAFT EMEA, LTD.

DIRECTORS' REPORT (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2021

Employee invoivement

The Company is an equal opportunity employer and fully committed to treating all its employees and job
applicants fairly and equally, regardless of whether or not they have a disability. The Company abides by current
legislation in its recruitment and employment practices and where required makes necessary reascnable
adjustments.

The Company takes all reascnable steps through its resourcing, recruitment and employment practices and
trains and promotes employees on the basis of their experience, abilities and qualifications without regard to
disability. The Company also takes all reasonable steps to provide an accessible work environment where ail
employees are treated with respect and dignity and one that is free of harassment of any kind. The Company
does not condone any form of harassment on the grounds of disability, whether engaged in by employees or by
outside third parties who do business with the Company, such as contractors, suppliers, clients or customers.

The company provides employees systematically with info on matters of concern to them as employees by:

« consulting employees on a regular basis so their views are taken in t¢ account in making decisions;

= encaouraging involvement of employees; and

+ achieving common awareness of all employees in relation to financial and econarnic factors that affect the
performance of the company.

Branches outside the United Kingdom

The Company operates four branches in France, {taly, Germany and India.

Directors' liabilities

As permitted by the Articles of Association, the Directors have the benefit of an indemnity which is a qualifying
third party indemnity provision as defined by Section 234 of the Companies Act 2006. The indemnity is in force at
the date of signing the financial statements and has been in farce throughout the current reporting period. The

Company alsc purchased and maintained throughout the last financial year Directors' and Officers' liability
insurance in respect of itself and its Directors.

Strategic report

In accordance with section 414C(11) of the Companies Act 2006 (Strategic Report and Directors’ Repart)
Regulations 2013, the Company has prepared a Strategic Report, which includes information that would have
previously been included in the Directors' Report.

Streamiined Energy and Carbon Reporting

In line with the Companies (Directors' Report) and Limited Liability Partnerships (Energy and Carbon Report)
Regulations 2018 our energy use and greenhouse gas (GHG) emissions are set out below. The data relates to
UK emissions for the period from 1 January 2021 to 31 December 2021. This period is in line with the Strategic
Report and Financial Statements.

Energy Use and Associated Greenhouse Gas Emissions

2021 2020
Total energy consumption 4,739,262 kWh 4,025,335 kWh
Emissions from combustion of gas 510 tCOZ%e 448 tCO2e
Emissions from purchased electricity 415tC0O2e 371 tC02
Total gross emissions 925 tCO2e 818 tCO2e
Intensity ratio per full ime employee (FTE} 10,734 kWh 15,957 kWh
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WESCO AIRCRAFT EMEA, LTD.

DIRECTORS' REPORT (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2021

Quantification and Reporting Methodology:

We report our emissions with reference to the latest Greenhouse Gas Protocol Corporate Accounting and
Reporting Standard (GHG Protocol). The 2018 UK Government GHG Conversion Factors for Company
Reporting published by the UK Depariment for Business, Energy & Industrial Strategy (DBEIS) are used to
convert energy use in our operations to emissions of CO2e. Carhon emission factors for purchased electricity
calculated according to the location-based grid average’ method. This reflects the average emission of the grid
where the energy consumption occurs. Data sources include billing, invoices and the Company's internal
systems. For transport data actual usage data (e.g. liters) was utilised.

Energy Efficiency Action:

fncora Group are committed to ensuring a safe and healthy workplace for our employees and one that minimises
our impact and protects the environment. We wili demonstrate this commitment through:

» Minimising the environmental impact of our activities by maintaining an environmental management system;
Meeting or exceeding our compliance obligations as applicable to aur environmental aspects;

Identifying and preventing or minimising pollution within our scope of activity;

Supporting initiatives and programmes aimed at improving awareness of sustainability;

Continuing to work in partnership with the community and other stakeholders to imprave the local
environment and ensure that our aperations do not have a detrimental effact on that community, and

» Continually seeking ways to improve our envircnmental performance.

Coronavirus pandemic

A prolonged disruption to the commercial aerospace industry and the global supply chain as a result from the
COVID-19 pandemic adversely impacted our sales, profitability and cash flows. The market recovery continues
to be difficult to predict, and hence the COVID-19 pandemic and its impact on our customers and the industry
could, continue to have a material impact on our consolidated results, cash flows and financial condition,
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WESCOQO AIRCRAFT EMEA, LTD.

DIRECTORS' REPORT (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2021

Liquidity and capital resources

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

Incora's primary sources of liquidity are cash and cash equivalents, and available borrowings under a
$475 million ABL Revalving Facility ("ABL"}.

Due to fluctuations in Incora's cash flows it is necessary from time to time to borrow under the ABL. Provided
borrowings are within defined borrowing base limits, Incora can borrow up to $427.5 million on the ABL facility.

As of 31 January 2023, the ABL agreement contained two borrewing base limits which are measured weekly: (1)
outstanding barrowings may not exceed the total of eligible accounts receivable plus eligible inventory and (2)
eligible accounts receivable plus eligible inventory plus eligible cash must exceed outstanding borrowings plus
$47.5 million. These limitations are not considered covenant defaults and must be cured in the following week if
either one of them is breached. Incora is in compliance with these limitations.

Incora’s directors performed a liquidity forecast for the periad from the proposed approval date of these financial
statements to 31 March 2024, the ‘base case’, which is inclusive of the expected further impact of COVID-18 on
operations, semi-annual debt interest payments, and financing instruments currently available.

As a part of the base case farecast to 31 March 2024, Incora's directors produced a severe but plausible
downside analysis reflecting the outcome that could be obtained if (i) Incora proves insufficiently able to
implement required sales price changes; (i) overhead cost inflation exceeds base case forecast expectations;
and (iii) Incora is insufficiently able to reduce the amount of working capital.

We anticipate that cash and cash equivalents and borrowing capacity will continue to be made avaiiable to us
under Incora’s ABL Faciiity and will be sufficient to meet our liquidity requirements for the next twelve months.
Incora would have $21.7 million of available resources at the low point of 31 May 2023 as well as borrowings
remaining inside the borrowing base limit throughout the forecast period in the base case. incora would have no
cash or available liquidity at the low point at 30 November 2023 in the downside case, absent mitigating actions,
In the downside scenario, the Group would implement mitigating actions to preserve cash over a twelve-month
horizon from the date of signing these accounts.

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

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

DIRECTORS' REPORT (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2021

Disclosure of information to auditors

Each of the persons who are Directors at the time when this Directors' Report is approved has confirmed that:

- so far as the Director is aware, there is no relevant audit information of which the Company's auditors are
unaware, and
. the Director has taken all the steps that ought to have been taken as a Director in order to be aware of any

relevant audit information and 1o establish that the Company’s auditors are aware of that information.
Post balance sheet events
There have been na significant events affecting the Company since the year end.
Independent auditors’ report to the members of Wesco Aircraft EMEA, Ltd.

The auditors, PricewaterhouseCoopers LLP, will be proposed for reappointment in accordance with section 489
of the Companies Act 2006.

This report was appraved by the boardon | % &2 /2 0‘25 and signed on its behalf.

Director
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WESCO AIRCRAFT EMEA, LTD.

DIRECTORS' RESPONSIBILITIES STATEMENT
FOR THE YEAR ENDED 31 DECEMBER 2021

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

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

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

= select suitable accounting policies and then apply them consistently;

+ state whether applicable United Kingdom Accounting Standards, comprising FRS 102 have been followed,
subject to any material departures disclosed and explained in the financial statements;
make judgements and accounting estimates that are reasonable and prudent; and
prepare the financial statements on the going concern basis unless it is inappropriate to presume that the
company will continue in business.

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

The directors are also responsible for keeping adequate accounting records that are sufficient to show and
explain the company's transactions and disclose with reasonable accuracy at any time the financial position of
the company and enable them ta ensure that the financial statements comply with the Companies Act 2006.
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WESCO AIRCRAFT EMEA, LTD.

INDEPENDENT AUDITORS’ REPORT TO THE MEMBERS OF WESCO AIRCRAFT EMEA, LTD.

Report on the audit of the financial statements
Opinion
In our opinion, Wesco Aircraft EMEA, Ltd.'s financial statements:

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

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

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

We have audited the financial statements, included within the Annual Report and Financial Statements (the
“Annual Report”), which comprise: the Balance Sheet as at 31 December 2021; the Statement of
Comprehensive Income and the Statement of Changes in Equity for the year then ended; and the notes to the
financial statements, which include a description of the significant accounting policies.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) ("ISAs (UK)") and
applicable law. Qur responsibilities under 1SAs (UK) are further described in the Auditors’ responsibilities for the
audit of the financial statements section of our report. We believe that the audit evidence we have obtained is
sufficient and appropriate to pravide a basis for our opinion.

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

other ethical responsibilities in accordance with these requirements.

Material uncertainty related to going concern

In forming our opinion on the financial statements, which is not medified, we have considered the adequacy of
the disclosure made in note 2 and 25 to the financial statements concerning the company’s ability to continue as
a going concern. The company is dependent on & letter of support from a US parent company, Wesco Aircraft
Holding Inc. The future cash flows of the Incora group, headed by Wesco Aircraft Holding Inc., are dependent on
the group's rate of recovery from the impact of Covid-19, which has had a significant impact on the global
commercial aerospace sector. At the date of approval of these financial statements, the recovery from Covid-19
has been slower than expected and continues to cause significant global disruption and uncertainty. As a result,
the group's recovery could be significantly more prolonged and pronounced than modeled, which may impact the
group's ability ta generate the cash flows required to fulfill the letter of support. These conditions, along with the
other matters explained in note 2 and 25 to the financial statements, indicate the existence of a materal
uncertainty which may cast significant doubt about the company's ability to continrue as a going concern. The
financial statements do not include the adjustments that would result if the company were unable to continue as a

going concern.

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

Our responsibilities and the responsibilities of the directors with respect to going concern are described in the
relevant sections of this report.
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WESCO AIRCRAFT EMEA, LTD.

INDEPENDENT AUDITORS' REPORT TO THE MEMBERS OF WESCO AIRCRAFT EMEA, LTD.
(CONTINUED)

Responsibilities for the financial statements and the audit

Responsibiiities of the directors for the financial statements

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

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

Auditors’ responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free
from material misstatement, whether due to fraud or error, and to issue an auditors’ report that includes our
opinion. Reasonable assurance is a high leve! of assurance, but is not a guarantee that an audit conducted in
accordance with 1SAs (UK) will always detect a material misstatement when it exists. Misstatements can arise
from fraud or error and are considered material if, individually or in the aggregate, they could reasonably be
expected to influence the economic decisions of users taken on the basis of these financial statements.

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

Based on our understanding of the company and industry, we identified that the principal risks of non-compliance
with laws and regulations related to health and safety legislation and employment law, and we considered the
extent to which non-compliance might have a material effect on the financial statements. We also considered
those laws and regulations that have a direct impact on the financial statements such as the Companies Act
2006 and UK tax legislation. We evaluated management's incentives and opportunities for fraudulent
manipulation of the financial statements (including the risk of override of controls), and determined that the
principal risks were related to posting journal entries to manipulate financial performance and management bias
through judgements and assumptions in significant accounting estimates. Audit procedures performed by the
engagement team included:

+ discussions with management and those charged with governance, including consideration of known or
suspected instances of non-compliance with laws and regulations and fraud;

« testing accounting estimates, particularly in relation to inventory obsolescence, that we deemed to present a
risk of material misstatement, including assessing the data, methods and assumptions applied by
management for each estimate;

» evaluation of management's controls designed to prevent and detect fraudulent financial reporting;

» identifying and testing journal entries using a risk-based targeting approach for unexpected account
combinations, particularty in relation to revenue; and

+» Reviewing financial statement disclosures and testing to supporting documentation, where appropriate, to
assess compliance with applicable laws and requlations.

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

INDEPENDENT AUDITORS' REPORT TO THE MEMBERS OF WESCO AIRCRAFT EMEA, LTD.
(CONTINUED)

Reporting on other information

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

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

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

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

Strategic report and Directors’ Report

In our opinion, based on the work undertaken in the course of the audit, the information given in the Strategic
report and Directors' Report for the year ended 31 December 2021 is consistent with the financial statements
and has been prepared in accordance with applicable legal requirements.

in light of the knowledge and understanding of the company and its environment obtained in the course of the
audit, we did not identify any material misstatements in the Strategic report and Directors' Report.
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WESCO AIRCRAFT EMEA, LTD.

INDEPENDENT AUDITORS' REPORT TO THE MEMBERS OF WESCO AIRCRAFT EMEA, LTD.
(CONTINUED)

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

Use of this report

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

Other required reporting

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

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

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

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

» the financial statements are not in agreement with the accounting records and returns.

We have no exceptions to report arising from this responsibility.

Kk g

Rachel Greveson (Senior Statutory Auditor)
for and on behalf of
PricewaterhouseCoopers LLP

Chartered Accountants and Statutory Auditors
Leeds
Date: 18.02.23
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WESCO AIRCRAFT EMEA, LTD.

STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED 31 DECEMBER 2021

Note
Turnover 3
Cost of sales
Gross profit
Administrative expenses
Other operating income 4
Operating loss
Interest receivable and similar income
Interest payable and similar expenses 10
Loss before taxation
Taxation on loss 11

Loss for the financial period

The notes on pages 20 to 40 form part of these financial statements.

The above results were derived from continuing operations.

15 Months
Ended
Year to 31 31
December December
2021 2020
$000 $000
171,488 235,230
{143,240) (215,096)
28,248 20,134
(42,730) (45,818)
- 528
{14,482) (25, 156)
120 231
{2,473} {3,205)
(16,835) (28,130)
111 {796)
(28,926)

(16,724)
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WESCO AIRCRAFT EMEA, LTD.
REGISTERED NUMBER: 10131931

AS AT 31 DECEMBER 2021

BALANCE SHEET

Fixed assets

Intangible assets
Tangible assels

Current assets

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

Creditors: amounts falling due within one
year

Net current assets

Total assets less current liabilities

Net assets

Capital and reserves

Called up share capital
Profit and loss account

Tatal Equity

Note

13

14

15 108,794

16 103,352

17 6,243

218,389

18 {170,991)
20

21

K}
December
2021

$000

58
7,200

7,258

47,398

54,656

54,656

-

54,656

54,656

31
December
2020
$000

7,425
6,295

13,720
116,181

90,784
15,143

222,108

(164,448)
57,660

71,380

71,380

71,380

71,380

The financial statements on pages 16 to 40 were approved and authorised for issue by the board and were

signed on its behalf by:

M 3
Director

Date: 1% /o2 /1023

The notes on pages 20 to 40 form part of these financial statements.
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WESCO AIRCRAFT EMEA, LTD.

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

Called up Profit and
share capital loss account Total equity
$000 $000 $000
At 1 January 2021 - 71,380 71,380
Comprehensive income for the year
Loss for the year - (16,724) (16,724)
Total comprehensive income for the year - {16,724) (16,724)
At 31 December 2021 - 54,656 54,656

The notes en pages 20 to 40 form part of these financial statements.
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WESCO AIRCRAFT EMEA, LTD.

STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 DECEMBER 2020

Called up Profit and
share capital loss account Total equity

$000 $000 $000
At 1 October 2019 - 100,306 100,306
Comprehensive income for the perlod
Loss for the period - (28,926) (28,926)
Other comprehensgive income for the period - - -
Total comprehensive income for the peariod - {28,926) (28,926)
Total transactions with owners - - -
At 31 December 2020 - 71,380 71,380

The notes on pages 20 to 40 form part of these financial statements.
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WESCO AIRCRAFT EMEA, LTD.

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2021

General information

The company is a private company limited by share capital and incorporated in the United Kingdom.
Company information details are shown on page 1.

Accounting policies

2.1

2.2

24

Basis of preparation of financial statements

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

The principal accounting policies applied in the preparation of these financial statements are set out
below. These policies have been consistently applied unless otherwise stated.

Summary of disclosure exemptions

FRS 102 allows a qualifying entity certain disclosure exemptions. The Company has {aken advantage
of the following available exemptions:

+ the requirement to prepare a statement of cash flows;

financial instruments disclosures, including categories of financial instruments; and

the disclosure of key management persaonnel remuneratian in total; and

the disclosure of share based payment arrangements.

Going concern

The directors are required to prepare the financial statements on the going concern basis unless it is
inappropriate to presume that the Company will continue in business. The COVID-19 pandemic has
had a significant impact on the Company.

The uncertainty of Incora’s recovery and therefore the ability to provide funding that the company
may require and fuifill the obligations set cut in its letter of support in the downside scenario outlined
in note 25 would indicate the existence of a material uncertainty which may cast significant doubt
about the company’s ability 10 continue as a going cancern, The Financial Staterments do not inciude
the adjustments that would result if the company was unable to continue as a going concern. The
directar's full evaluation of this is described in note 25.

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

Revenue recognition

Turnover represents amounts receivable for goods and services net of value added tax and trade
discounts, The Company recognises revenue when it has transferred all rights and obligations to
customers with no outstanding liabilities remaining. This is done by reference to contracted Incoterms
that are quoted on shipping documentation and recorded in the Company's systems,
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WESCO AIRCRAFT EMEA, LTD.

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2021

2

Accounting policies (continued)

2.5

26

2.7

Foreign currency transactions and balances

Transactions in foreign currencies are initially recorded at the currency rate prevailing at the date of
the transaction. Monetary assets and liabilities denominated in foreign currencies are retranslated
into the respective functicnal currency of the entity at the rates prevailing on the reporting pericd date.
Non-monetary items carried at fair value that are denominated in foreign currencies are retranslated
at the rates prevailing on the initial transaction dates.

Non-monetary items measured in terms of historical cost in a foreign currency are not retranslated.

The financial statements are presented in US Doilars, which is also the Company's functional
currency.

Tax

Tax is recognised in profit or loss, except that a change attributable to an item of income or expense
recognised as other comprehensive income is alsoc recognised directly in other comprehensive
income.

Current income tax is calculated on the basis of tax rates and laws that have been enacted or
substantively enacted by the reporting date.

Full provision is made for deferred tax arising from timing differences existing at the balance sheet
date where there exists an obligation to pay more, or a right to pay less tax.

Deferred tax is recognised only to the extent that the Directors consider that it is more likely than not
that there will be sufficient taxable profits from which the future reversal of the underlying timing
difference ¢an be deducted.

Deferred tax balances are calculated at the tax rates that are expected to apply in the periods in
which the timing differences are expected to reverse.

Government grants

Grants are accounted under the accruals model as permitted by FRS 102. Grants relating to
expenditure on tangible fixed assets are credited to profit or loss at the same rate as the depreciation
on the assets to which the grant relates. The deferred element of grants is included in creditors as
deferred income.

Grants of a revenue nature are recognised in the Statement of Comprehensive Income in the same
period as the related expenditure.
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WESCO AIRCRAFT EMEA, LTD.

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2021

2,

Accounting policies (continued)

2.8

2.9

Intangible assets
Goodwill

Goodwill represents the difference between amounts paid on the cost of a business combination and
the acquirer's interest in the fair value of its identifiable assets and liabilities of the acquiree at the
date of acquisition. Subsequent 1o initial recognition, goodwili is measured at cost less accumulated
amortisation and accumulated impairment losses. Goodwill is amortised on a straight line basis to the
Statement of Comprehensive Income over its useful economic life.

Other intangible assets

Intangible assets are initially recognised at cost. After recognition, under the cost model, intangible
assets are measured at cost less any accumulated amortisation and any accumulated impairment
losses.

All intangible assets are considered to have a finite useful life. {f a reliable estimate of the useful life
cannot be made, the useful life shail not exceed ten years.

The estimated usefui lives range as follows:

Goodwill - Straight line over 16 years
Computer software - Straight line over 5 years
Customer contracts - Straight line over 3 years

Tangible fixed assets

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

Depreciation is charged so as to allocate the cost of assets less their residual value over their
estimated useful lives, using the straight-line methaod.

Depreciation is provided on the following basis:

Long-term leasehold land and - Over the life of the lease
buildings

Dilapidations asset - Over the life of the lease
Fixtures and fittings - 3-5 years straight line
Other fixed assets - 3-5 years straight line

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

Gains and iosses on dispoesals are determined by comparing the proceeds with the carrying amount
and are recognised in statement of comprehensive income.
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WESCO AIRCRAFT EMEA, LTD.

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2021

2,

Accounting policies (continued)

2.10 Business combinations

The purchase method of accounting is used to account for transactions that result in the acquisition
of a business. The cost of a business combination is measured as the fair value of the assets given,
equity instruments issued and liabilities incurred or assumed at the date of exchange, plus costs
directly attributable to the business combination. Identifiable assets acquired and liabilities and
contingent liabilities assumed in a business combinalion are measured initially at their fair values at
the acquisition date. Any excess of the cost of the business combination over the acquirer's interest
in the net fair value of the identifiable assets, liabilities and contingent liabilities recognised is
recorded as goodwiil.

2.11 Impairment of fixed assets and goodwill

Assets that are subject to depreciation or amortisation are assessed at each balance sheet date to
determine whether there is any indication that the assets are impaired. Where there is any indication
that an asset may be impaired, the carrying value of the asset {or cash-generating unit to which the
asset has been allocated) is tested for impairment. An impairment loss is recognised for the amount
by which the asset's carrying amount exceeds its recoverable amount. The recoverable amount is the
higher of an asset's (or CGU's) fair value less costs to sell and value in use. For the purposes of
assessing impairment, assels are grouped at the lowest levels for which there are separately
identifiable cash flows (CGUs). Non-financial assets that have been previously impaired are reviewed
at each balance sheet date to assess whether there is any indication that the impairment losses
recognised in prior periods may no longer exist or may have decreased.

2.12 Stocks

Hardware stock is valued at the lower of average weighted cost and estimated selling price less costs
to complete and sell. Wesco values hardware stock using moving average weighted cost calculated
by dividing the total cost of goods available for sale by the total number available for sale. Chemical
stocks are valued at actual purchase cost on a first-in first-out basis.

Provision against obsolescence is calculated for hardware stocks by analysing how stock is
consumed and extrapolating a curve to forecast usage of older inventary. From this expected sell
through, Wesco has determined an appropriate annual percentage write down from the date goods
were brought into the Company. Provision against obsolescence of chemical stocks is caiculated with
reference to the product's shelf life.

During the year ended 31 December 2021 the accounting estimate in relation to the inventory
provision was revised. Whilst historically it only considered the age of the inventory it was considered
more accurate to incorparate future sales expectations into the forecast of obsolescence. As a result
of this change some inventory that had historically been provided for no longer required provision. As
a result of this change in estimate $8m of provision was released.

2.13 Debtors

Shart term debtors are measured at transaction price, less any impairment. Loans receivable are
measured initially at fair value, net of transaction costs, and are measured subsequently at amortised
cost using the effective interest method, less any impairment.

A provision for the impairment of trade debtors is established when there is objective evidence that
the Company will not be able to collect ail amounts due according to the original terms of the
receivables.
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WESCQ AIRCRAFT EMEA, LTD.

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2021

Accounting policies (continued)

2.14 Cash and cash equivalents

Cash is represented by cash in hand and deposits with financial institutions repayable without penalty
on netice of not more than 24 hours. Cash equivalents are highly liquid investments that mature in no
more than three months from the date of acquisition and that are readily convertible to known
amounts of cash with insignificant risk of change in value.

2.15 Creditors

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

2.16 Leases and hire purchase commitments

Assets obtained under hire purchase contracts and finance leases are capitalised as tangible assets
and depreciated over the shorter of the lease term and their useful lives. Obligations under such
agreements are included in creditors net of the finance charge allocated to future periods. The
finance element of the rental payment is charged to profit and loss so as to produce a constant
pericdic rate of charge on the net obligation qutstanding in each period. Rentals payable under
operating leases are charged against income on a straight line basis over the lease term.

2.17 Provisions for liabilities

Provisions are made where an event has taken piace that gives the Company a legal or constructive
obligation that probably requires settlement by a transfer of economic benefit, and a reliable estimate
can be made of the amount of the obligation.

Provisicns are charged as an expense to profit or ioss in the year that the Company becomes aware
of the obligation, and are measured at the best estimate at the Balance Sheet date of the expenditure
required to settle the-obligatian, taking into account relevant risks and uncertainties.

When payments are eventually made, they are charged to the provision carried in the Balance Sheet.

2.18 Financial instruments

The Company applies FRS 102 chapters 11 and 12 in respect of financial instruments. Financial
instruments are classified and accounted for as financial assets, financial liabilities or equity
instruments, according to the substance of the contractual arrangement. Equity instruments are those
that entitle the holder to a residual interest in the Company's assets after deducting all of its liabilities.

Basic financial instruments are recognised at amortised cost, except for investments in non-
convertible preference and non-puttable ordinary and preference shares, which are measured at fair
value provided that this can be measured reliably. Derivative financial instruments are initially
recorded at cost and thereafter at fair value with changes recognised in profit or loss.

2.19 Share capital

Ordinary shares are classified as equity. Equity instruments are measured at the fair value of the
cash or other resources received or receivable, net of the direct costs of issuing the equity
instruments.
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WESCO AIRCRAFT EMEA, LTD.

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2021

Accounting policies (continued)

2.20 Dividends

Dividend distribution to the Company's shareholders is recognised in the financial statements in the
reporting period in which the dividends are paid.

2.21 Defined contribution pension obligation

The Company operates a defined contribution scheme for the benefit of its employees. Contributions
payable are charged to the profit and loss in the year they are payable.

2.22 Judgements

The preparation of financial statements in conformity with FRS 102 requires the use of certain critical
accounting estimates. It also requires management to exercise its judgement in the process of
applying the Company's accounting policies. The areas involving a higher degree of judgement or
complexity, or areas where assumptions and estimates are significant to the financial statements are
disclosed under "Key saurces of estimation uncertainty" below.

2.23 Key sources of estimation uncertainty

The Company makes estimates and assumptions cancerning the future. The resulting accounting
estimates will, by definition, seldem equal the refated actual results. The estimates and assumptions
that have a significant risk of causing a material adjustment to the carrying amounts of assets and
liabilities within the next financial year are addressed below:

Stock obsolescence

The key area of estimation uncertainty is the provision for stock obsolescence. Because of the nature
of the Company's products and their significant shelf lives, significant estimation is involved in
assessing the recoverable amount. The Directors’ basis for determining the provision is in the policy
set out above. The net carrying amount of stocks at the balance sheet date is shown in Note 15.

Intangibles carrying value

A key area of estimation uncertainty is in relation to the carrying value of the intangible assets, given
the losses and cash outflows of the Company over the past 3 years. The Company has undertaken
an impairment review considering both value in use and fair value less cost to seli of the Company's
intangible assets. Given the lower trading levels that the Company is currently experiencing, a full
impairment of these assets has been established during the year, as shown in note 13.
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WESCO AIRCRAFT EMEA, LTD.

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2021

Turnover

An analysis of turnover by class of business is as follows:

Sale of goods
Service income

Analysis of turnover by country of destination:

United Kingdom
Rest of Europe
Rest of the world
North America

Other operating income

Government grants receivable

15 Months

Ended

Year to 31 31
December December
2021 2020

$000 $000
162,624 224,321
8,864 10,909
171,488 235,230
15 Months

Ended

Year to 31 31
December December
2021 2020

$000 3000
68,454 84,769
93,337 113,601
8,638 11,976
1,009 24,864
171,488 235,230
15 Months

Ended

Year to 31 31
December December
2021 2020

$000 $600

- 528

- 528
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WESCO AIRCRAFT EMEA, LTD.

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 3t DECEMBER 2021

Operating loss

The operating loss (s stated after charging:

Depreciation expense

Amortisation expense

Impairment of intangible assets

Foreign exchange losses

Defined contribution pension cost
Operating lease expense - plant and machinery
Operating lease expense - other

Cost of stocks recegnised as an expense
Impairment of stocks

Impairment of trade debtors

Release of inventory provision

Release of inventory provision:

Year to 21
December
2021
$000

1,741
1,899
8,621
2,070
1,105

48
1,005

137,926

5,311
655
(11,324)

15 Months
Ended

31
December
2020
3000

1,275
1,061
1,260
1,378

102
2,043

208,211

6,885
455
(2,030)

During the year ended 31 December 2021 the accounting estimate in relation to the inventory provision
was revised. Whilst historically it only considered the age of the inventory it was considered more
accurate to incorporate future sales expectations into the forecast of obsolescence. As a result of this
change some inventory that had historically been provided for no longer required provision. As a resuft of

this change in estimate $8m of provision was released.
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WESCO AIRCRAFT EMEA, LTD.

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2021

Auditors’ remuneration

15 Months
Ended
Yearto 31
December  December
2024 2020
$000 $000

Fees payable to the Company's auditor and its associates for the audit of
the Company's annual financial statements 231 318

Foes payable to the Company's auditor and its associates for other
services:

Audit of other asseciated group entities 63 -

63 -

There were no non-audit services provided by the auditors in the financial year (2020 - none).
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WESCO AIRCRAFT EMEA, LTD.

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2021

Staff costs

Staff costs, including Directors' remuneration, were as folfows:

15 Months

Ended

Year to 31 31

December Decamber

2021 2020

$000 $000

Wages and salaries 14,759 22,767
Social security costs 1,541 2,155
Other pension costs 1,105 1,378
17,375 26,300

The average monthly number of employees, including the Directors, during the year was as follows:

15 Months

Ended

Year to 31 31

December December

2021 2020

No. No.

Administration 94 121
Sales 99 131
Warehouse 104 123
297 375
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WESCO AIRCRAFT EMEA, LTD.

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2021

Directors' remuneration

15 Months

Ended

Yearto 1 31

December December

2021 2020

$000 $000

Directors’ emoluments - 980
Contributions paid to money purchase schemes - 15
- 995

The highest paid Director received remuneration of $NIL (2020 - $557,000).

The value of the company's coniributions paid to a defined contribution pension scheme in respect of the

highest paid Director amounted to $NIL (2020 - $9,000).

The directors of the Company were changed in 2020, the previous directors were remunerated through
Wesco Aircraft EMEA Ltd., however a decision was made to remunerate the new directors through a

sister company, Pattonair (Derby) Limited.

There is no recharge made to the company for this. The directors of Wesco Aircraft EMEA Ltd are all
directors of a number of feliow subsidiaries and it is not possible to make an accurate apportionment of
their remuneration in respect of each of the subsidiaries. Accordingly, the above details include no

remuneration in respect of the directors

Interest receivable and similar income

15 Months

Ended

Year to 31 31

December  December

2021 2020

$000 £000

Interest receivable on group undertakings 120 231
120 231
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WESCO AIRCRAFT EMEA, LTD.

NOTES TQ THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2021

10.

11.

Interest payable and similar expenses

Interest on bank overdrafts and borrowings
Interest on intercompany loans

Tax on loss

Corporation tax

Adjustments in respect of previous periods

Total current tax

Deferred tax

Arising from origination and reversal of timing differences
Arising frarn changes to tax rates

Arising from previously unrecognised tax loss, tax credit or temporary
difference of prior periods

Total deferred tax

Tax on loss

15 Months
: . Ended
Year to 31 31
December  December
2021 2020
$000 . 3000
60 - 572
2,413 2,633
2,473 3,205
15 Months
Ended
Year to 31 31
December December
2021 2020
$ao0a $000
- (245)
- (245)
- (245)
1,993 290
{2,208) (57)
104 808
{111) 1,041
(111) 796
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WESCO AIRCRAFT EMEA, LTD.

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2021

11.

Tax on lfoss (continued)

Factors affecting tax charge for the year/period

The tax assessed for the year is higher than (2020 - higher than} the standard rate of corporation tax in
the UK of 19% (2020 - 19%). The differences are explained below:

15 Months

Ended

Year to 31 31

December  December

2021 2020

$000 $060

Loss before taxation (16,835) (28,130}
Loss on ordinary activities multiplied by standard rate of corporation tax in

the UK of 19% (2020 - 19%) {3,199) (5,345)

Effects of:

Effect of expense not deductible in determining taxable profit (tax loss) 2,035 448

Adjustment in respect of prior periods (current and deferred tax) 104 563

Deferred tax (credit)/expense relating to changes in tax rates or laws (2,208) {57)

Unrecognised deferred tax on losses 3,157 5187

Total tax (credit)/charge for the year/period (111) 796

The standard rate of tax applied to reported profit on ordinary activities is 19% (2020: 19%). The March
2021 Budget announced an increase in corporation tax rate to 25% from 1 April 2023 which was
substantively enacted in Finance Act 2021 on 24 May 2021. The Company's deferred tax balances are
measured using the corporation tax rates that have been enacted or substantively enacted at the
statement of financial position date, based on the periads in which the temporary differences are forecast
to reverse (19% for deferred tax expected to reverse before 1 April 2023, and 25% for deferred tax
expected to reverse on or after 1 April 2023). During the year beginning 1 January 2022, the ret reversal
of deferred tax assets and liabilities is expected to be Enil.

Deferred tax assets and liabilities are offset only where the Company has a legally enforceable right to do
so and where the assets and liabilities relate to income taxes levied by the same taxation authority.
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WESCQO AIRCRAFT EMEA, LTD.

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2021

12.

Deferred taxation

At beginning of year
Charged to profit or loss

At end of year

The deferred tax asset is made up as follows:

Fixed asset timing differences
Short term timing differences

2021 2020
$000 £000
177 177
111 -
288 177
2021 2020
$000 $000
243 177
45 .
288 177

There is an unprovided deferred tax asset of $8,912,000 of which $7,491,000 is in relation to unutilised
tax losses, and $1,421,000 in relation to shor term timing differences. (2020 - unprovided deferred tax
asset was $5,167,000 of which $4,534,000 was in relation to unutilised tax losses, and $633,000 was in

relation to short term timing differences).
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WESCO AIRCRAFT EMEA, LTD.

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2021

13.

Intangible assets

Cost

At 1 January 2021
Additions
Disposals

At 31 December 2021

Amortisation

At 1 January 2021

Charge for the year on awned assets
On disposals

Impairment charge

At 31 December 2021

Net book value

At 31 December 2021

At 31 December 2020

Customer : Computef

contracts Goodwill software Total
$000 $000 "~ $000. $000

- 9,422 - 1,197 10,619

3,153 - - 3,153
- - (16) {16)

3,153 9,422 1,181 13,756

. 2,292 902 3,194

1,051 611 237 1,899
- - (16) (16)

2,102 6,519 - 8,621
3153 9,422 1,123 13,698

- - 58 58

- 7,130 295 7,425

During the year, the Company recognised an intangible asset for customer contracts which were

purchased from a German associated company back in 2018.

Given the losses and cash outflows of the business over the past 3 years, the Company has undertaken
an impairment review considering both value in use and fair value less cost to sell of the Company's
intangible assets. Given the fower trading levels that the Company is currently experiencing, a full
impairment of these assets has been established during the year.
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WESCQO AIRCRAFT EMEA, LTD.

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2021

14.

15.

16.

Tangible assefs {continued)

included within the net book value of land and buildings above is $4,358,000 (2020 - $4,587,000) in
respect of long leasehoid land and buildings.

Stocks
2021 2020
$000 $060
Finished goods and goods for resale 108,794 116,181
108,794 116,181

The replacement cost of stocks may vary from that inciuded in the financial statements on a weighted
average cost basis. However, owing {o the nature of the iterns in question, the Directors do not consider
that it woulg be possible to disclose a materially reliable replacement cost valuation for the Company's

entire stockholding.

The cost of stock recognised as an expense in the year amounted to $137,926,000 (2020 -
$208,212,000).

Stocks are stated after pravision for impairment of $18,696,000 (2020 - $30,021,000).

Debtors: amounts falling due within one year

2021 2020

$000 $000

Trade debtors 47,653 48,185
Amounts owed by group undertakings 53,001 41,654
Other debtors 1,959 238
Deferred taxation 288 177
Prepayments and accrued income 421 530
103,352 90,784

Amounts owed by group undertakings are unsecured, interest free, have no fixed date of repayment and
are repayabie on demand.

Trade debtors are stated after provision for impairment of $1,801,185 {2020 - $1,146,632),
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17. Cash at bank and in hand

2021 2020
$000 $000
Cash at bank 6,243 15,143

6,243 15,143

18. Creditors: amounts falling due within one year

2021 2020
$000 $000
Trade creditors 9,078 3,191
Amounts owed to group undertakings 158,209 156,602
Taxation and sacial security . 128
Accruals and deferred income 3,704 4,527

170,991 164,448

Amounts owed to group undertakings are unsecured, with interest payable at rates between 3% and 5%
and repayable on demand,

19. Pension and other schemes

The Company operates a defined contribution pension scheme. The pension cost charge for the year
represents contributions payable by the Company to the scheme and amounted to $1,105,000 (2020 -
$1,378,000).

20. Share capital

2021 2020
$ $

Authorised, allotted, called up and fully paid
100 {2020 - 100} Ordinary shares of $1.00 each 100 100

21. Reserves
Share capital represents the number of shares issued at nominal price.

The profit and loss account represents accumulated comprehensive income for the year, after deduction
of dividends paid.
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22,

23,

24.

Commitments under operating leases

At 31 December 2021 the Company had future minimum lease payments due under non-cancellable
operating leases for each of the following periods:

2021 2620

$000 $600

Not later than 1 year 1,553 1,517
Later than 1 year and not later than 5 years 4,751 3962
Later than 5 years 4,863 5517
11,167 10,996

The amount of non-cancellable operating lease payments recognised as an expense during the year was
$1,053,000 (2020C - $1,631,000).

Controlling party

The company's immediate parent is Wesco Aircraft internationai Holdings Limited, incorporated in
Engiland and Wales.

On 9 January 2020, Wesco Aircraft Hoidings Inc., the ultimate holding company of the Company was
acquired by Woiverine Top Holding Corporation, an affiliate of Platinum Equity Advisors, LLC.

Walverine Top Holding Corporation replaces Weseco Aircraft Holdings Inc., as the ultimate holding
company and the latter becomes the Company's intermediate parent company.

Wolverine Top Holding Corporation is incorporated in the United States of America, and prepares

consolidated financial statements which are the smallest and largest to include the Company. These
financial statements are available upon reguest from 2601 Meacham Bivd, Fort Worth, Texas, 76137,

USA.

Related party transactions

The Company has taken the exemption set out in FRS 102 from disclosing transactions with other wholly
owned members of the group.

During the year there were no transactions with related parties.

Wesco operated out of a property which was owned by R Snyder Holdings Inc up to the 9th January 2020.
Rent payable for the year ended 31 December 2021 was SNIL (2020 - $42,138).
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25.

Going concern
Coronavirus pandemic

A prolonged disruption to the commercial aerospace industry and the global supply chain as a result from
the COVID-19 pandemic adversely impacted our sales, profitability and cash flows. The market recovery
continues to be difficult to predict, and hence the COVID-19 pandemic and ifs impact on our customers
and the industry could, continue to have a material impact on our consolidated results, cash flows and
financial condition.

Liguidity and capital resources

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

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

Due to fluctuations in incora's cash flows it is necessary from time to time to borrow under the ABL.
Provided borrowings are within defined botrowing base limits, Incora can borrow up to $427.5 million on
the ABL facility.

As of 31 January 2023, the ABL agreement contained two borrowing base limits which are measured
weekly: {1) outstanding borrowings may not exceed the tctal of eligible accounts receivable plus eligible
inventory and (2) eligiblte accounts receivable plus eligible inventory plus eligible cash must exceed
outstanding barrowings plus $47.5 million. These limitations are not considered covenant defaults and
must be cured in the following week if either one of them is breached. incorais in compliance with these
limitations.

incora’s directors performed a liquidity forecast for the period from the proposed approval date of these
financial statements to 31 March 2024, the 'base case’, which is inclusive of the expected further impact of
COVID-19 on operations, semi-annual debt interest payments, and financing instruments currently
available.

As a part of the base case forecast to 31 March 2024, Incora's directors produced a severe but plausible
downside analysis reflecting the outcome that could be obtained if (i} Incora proves insufficiently able to
implement required sales price changes; (ii) overhead cost inflation exceeds base case forecast
expectations; and (iii} Incora is insufficiently able to reduce the amount of working capital.

We anticipate that cash and cash equivalents and borrowing capacity will continue to be made available to
us under Incora's ABL Facility and will be sufficient to meet our liquidity requirements for the next twelve
months. Incora would have $21.7 million of available resources at the low point of 31 May 2023 as well as
borrowings remaining inside the borrowing base limit throughout the forecast period in the base case.
Incora would have no cash or available liquidity at the low point at 30 November 2023 in the downside
case, absent mitigating actions. In the downside scenario, the Group would implement mitigating actions to
preserve cash over a twelve-month horizon from the date of signing these accounts.
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25.

Going concern (continued)}

However, we cannot fully exclude that in the worst possible cases the effects of COVID-19 on Incora's
recovery could be significantly more prolonged and pronounced than modelled, neither can we fully
exclude all uncertainty over additional measures management might undertake in response to COVID-18,
the company's ability to rely on its letter of support from its U.5. parent company, and the possibility that
additional liquidity may need to be obtained to maintain the business as a going concern,

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

To the Management of Wesco Aircraft Holdings, Inc.

Opinion

We have audited the accompanying consolidated financial statements of Wesco Aireraft Holdings,

Inc. and its subsidiaries (dba Incora) (the "Company"), which comprise the consolidated balance sheets as
of December 31, 2021 and December 31, 2020, and the related consolidated statements of earnings and
comprehensive loss, of stockholders’ equity and of cash flows for the year ended December 31, 2021 and
for the period from January 9, 2020 to December 31, 2020, including the related notes (collectively
referred to as the "consolidated financial statements™).

In our opinion, the accompanying censolidated financial statements present fairly, in all material
respects, the finaneial position of the Company as of December 31, 2021 and December 31, 2020, and the
results of its operations and its cash flows for the year ended December 31, 2021 and for the period from
January 9, 2020 to December 31, 2020 in accordance with accounting principles generally accepted in the
United States of America.

Basis for Opinion

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America (US GAAS). Our responsibilities under those standards are further described in the Auditors'
Responsibilities for the Audit of the Consolidated Financial Statements section of our report. We are
required to be independent of the Company and to meet our other ethical responsibilities, in accordance
with the relevant ethical requirements relating to our andit. We believe that the audit evidence we have
obtained is sufficient and appropriate to provide a basis for our audit opinion.

Responsibilities of Management for the Consolidated Financial Statements

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

In preparing the financial statements, management is required to evaluate whether there are conditions
or events, considered in the aggregate, that raise substantial doubt about the Company's ability to
continue as a going concern for one year after the date the financial statements are available to be issued.

Auditors' Responsibilities for the Audit of the Consolidated Financial Statements

Our ubjectives are to obtain reasonable assurance about whether the financial statements as a whole are
free from material misstatement, whether due to fraud or error, and to issue an auditors’ report that
includes our opinion. Reasonable assurance is a high level of assurance but is not absolute assurance and
therefore is not a guarantee that an audit conducted in accordance with US GAAS will always detect a
material misstatement when it exists. The risk of not detecting a material misstatement resulting from
fraud is higher than for one resulting from error, as fraud may involve collusion, forgery, intentional
omissions, misrepresentations, ar the override of internal control. Misstatements are considered material
if there is a substantial likelihood that, individually or in the aggregate, they would influence the judgment
made by a reasonable user based on the financial statements.

PricewaterhouseCoupers LLP, 2121 N. Pear] Street, Suite 2000, Dallas, Texas 75201t
T: (214) 999-1400, F: (214) 754-7991, unvw.prsc.com/us
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In performing an audit in accordance with US GAAS, we:

» Exercise professional judgment and maintain professional skepticism throughout the audit.

« Hdentify and assess the risks of material misstalemenl of the consolidated financial statements,
whether due te fraud or error, and design and perform audit procedures responsive to those risks.
Such procedures include examining, on a test basis, evidence regarding the amounts and disclosures
in the financial statements.

« Obtain an understanding of internal control relevant to the audit in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Company's internal control. Accordingly, no such opinion is expressed.

» Evaluate the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluate the overall presentation of
the consolidated financial statements.

s Conclude whether, in our judgment, there are conditions or events, considered in the aggregate, that
raise substantial doubt about the Company's ability to continue as a going concern for a reasonable
period of time.

We are required to communicate with those charged with governance regarding. amoeng other matters, the
planned scope and timing of the audit, significant audit findings, and certain internal control-related

matters that we identified during the audit.

Other Information

Management is responsible for the other information included in the annual report. The other
information comprises Management’s Discussion and Analysis of Financial Condition and Results of
Operations, but does not include the consolidated financial statements and our auditors’ report thereon.
Our apinion on the consolidated financial statements does not cover the other information, and we do not
express an opinion or any form of assurance thereon.

In connection with our audit of the consolidated financial statements, our responsibility is to read the
other information and consider whether a material inconsistency exists between the other information
and the consolidated financial statements or the other information otherwise appears to be materially
misstated. If, based on the work performed, we conclude that an uncorrected material misstatement of the
other information exists, we are required to describe it in our report.

TML»*K-,“ L

April 7, 2022

PricewaterhouseCoopers LLP, 2121 N. Pear! Street, Suite 2000, Dallas, Texas 75201
T: (214} 999-1400, F: (214} 754-7991, wunw. puwc.con/us
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Wesco Aircraft Holdings, Inc. and Subsidiaries (dba Incora)

Assets
Current assets
Cash and cash equivalents

Accounts 1eeervable, nel of allowance for doubtful accounts of $6,6 10 and
$6,547 as of December 31, 2021 and December 31, 2020

Inventories
Prepaid expenscs and other current assets
Income taxes receivable
Total current assets
Property. plant and cquipment, net
Deferred debt issuance costs, net
Goodwill
[ntangible assets, nct
Deferred tax assets
Operating lease asscts
Other assets
Total assets

Liahilities and Sfockhelders’ Equity
Current liabilities
Accounts payable
Accrued expenses and other current liabilities
Income taxes payable
Operating lease obligations, current portion
Curreat portion of lung-term debt
Total current liabilities
Operating lease obligations. less current portion
Long-term debt, less current portion
Related party promissory note
Deferred tax liabilities
Other liahilities
Total liabilities
Commitmcents and contingencies (Note 5)

Stockholders’ equity

Common stock. $0.01 par value per share, 1,000 shares authorized, 100
shares issued and outstanding at December 31, 2021 and December 31, 2020

Additional paid-in capital
Accumulated other comprehensive income
Accumulated delicu

Tatal stockholders' deficit

Total liabilities and stockholders™ equity

Consalidated Balance Sheets
(In thousands, except share data)

December 31, 2021 December 31, 2020

$ 126,429 § 152,504

304,812 377,624

1,147 717 1,259,758

25975 26,363

5,722 13,867

1,610,635 1,830,116

69,529 69,118

6,387 8,247

216,676 352,674

412,284 492 828

4,871 9,621

85,600 81,160

26,843 25,476

& 2432181 % 2,869,240

s 249996 % 245911

24,015 96,128

5,158 3,860

10,881 11,594

15,500 15,500

375,550 372,993

87,659 75,514

2,387,422 2,389,415

25,000 25,000

49,707 66,421

16,418 5.674

3 2,941,756 § 2,935,017

517,733 517,733

13,259 9,234
(1,040,567) (592,744,
(509,575) (65,777)

M 2432181 % 2,869 240

Sce the accompanying notes to the consolidated financial statcments,
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‘Wesco Aircraft Holdings, inc. and Subsidiaries (dba Incara)
Consolidated Statements of Earnings and Comprehensive Loss

(Ton thousands)
Tweive Months January 9 to
Ended December 31,
December 31, 2021 20620
et sales 3 E534.238 % 1.520,983
Cost of sales 1,473,090 1.497.2t0
Gross profit 361,168 [ SREHEES]
Sellng, general and administrative expenses 407,482 424487
Gondsill impairnment 136,300
Merger. reorganization, and integration costs 19,053 70,218
Loss fram operations (201,733) -@_ZZT@
Interest expense, net (236,131} (229,‘,915)
Other (expense) income, net {12,118)
[.oss before income taxes (449 982)
Benefit {provision) for income wyes 2,159
Net loss (447.823)
Other comprelicigiva income. et uf Bivardg Grss %025
Comprehensive loss 3 (443,798) $ (547,137

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

Balance at December 31, 2020

Net loss

Foreign currency translation
gain, net of tax

Balance at December 31, 2021

Parent company cquity
contribution upon acquisition (see
Note 4)
Parent company contribution of
Pattonair business (see Note 4)
Beginning Balance at January 9,
2020
Net [oss
Foreign currency translation
gain, net of tax
Parent company equity
coniribution (see Notc 13)
Balance at December 31, 2020

Consolidated Statements of Stockhalders’ Equity

{In thousands, except share data)

Twelve Months Ended December 31, 2021

A ulated
Common Stock Additional ceg‘:'he: ¢ Tatal

Paid-in Comprehensive Accumulated Steckholders'

Shares Amount Capirtal Income Deficit (Deflcit)Equity
100 3% —  § 517,733 § 9,234 3 (592,744) § (65,771
— — — — (447,823) (447,823)
— — — 4,025 e 4025
100 § — $ 517,733 ¢ 13,259 § (1,040,567) $ (509,575)

January 9 to Deeember 31, 2020
- A lated
Common Stock Additional ngh:: ¢ Total

Paid-in Comprehensive Accumulated Stackholders'

Shares Amount Capital Income Deficit Equity/(Deficit)
100§ $ 337000 § - 3 5 337,000
— — 1§5,733 — (36,373 119,360
100 - 492,733 e (36,373) 456,360
— _ — — (556,371) (556,371)
— 9,234 9,234
—— —— 25,000 — — 25,000
100§ — % 517,733 § 9234 § (592,744) % (65,777

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

Twelve Months
Ended January 9 to
December 31,
2021 December 31, 2020

Cush flows from operating activities
Net loss .3 (447.823) $ (556,371)

Adjustments to reconcile net Toss to net cash provided by (used in)
operating achvities:

Goodwill impairment 136,366 218,013
Depreciation and amortization 97,295 54,160
Noncash Iease expense 12,211 11,646
Amortization of deferred debt issuance costs 18,798 20,035
(Gain) loss on disposal of asset (2,636) 2471
Loss from early extingaishment of debt — 2 807
Bad debt and sales retum reserve 2,112 1,331
Net inventory provision (9,404) 12,208
Deferred income taxes (11,757) 39,351
Other non-cash items 11,978 (3.560)
Subtotal {192.860) £155,909)
Changes in asscts and Habilities:
Accounts receivable 68,795 67,401
{ncome taxes receivable 8,114 (10,582)
Inventories 116,483 (131,534)
Prepaid expenses and other assets (1,762) 3,677
Accounts payable 4,388 (68,334)
Accrued expenses and other habilities 12,948 (51,6506)
Operating lease liabilities {11,672) {10,475)
Income taxes payable 1,120 (1.889)
Net cash provided by (used in) operating activities 5,554 (359,301)
Cash flows from investing activities
Purchase of property and equipment (22,337) (26.969)
Proceeds from sale of property 8,323 8,690
Acquisition of business, net of cash acquired e (1,020,509)
Net cash used in investing activities (14,014) {1,038,788)

Cash flows from financing activities

Proceeds from revoiver borrowings 104 422,697
Repaymient of revolver borrowings and related costs (931) (178,193}
Payment ot issuance costs related to revolving credit facility (10,083)
Proceeds from issuance of related party promissory note — 25,000
Parent company equity contribution 35000
Proceeds from issuance of long-term debt, net of issuance costs

including original issuance discount — 1,962,954
Repaymenl of finance lease obligations €1,184)
Repayment of long-term debt and rclated costs {15.500) (1,073,913)
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Parent company equity contribution at acquisition — 362,718
Nt cash tused int provided by financing autivities {16,327) 1834990

Etfect of torcign curreney exchamge rate changes on cagh and cash

equivalents (1.288) 12,990}
Net (decrease) increase in cash and cash equivalents {26,073 133917

Cash and cash equivalents, beginning of pariod 132,504 18,887

Cash and cash equivalents, end of period $ 126,429 § 152,504

Supplemental disclosures of cash flow information
Cash paid for interest 213,247 § 204,956
Net cash (paid) received for income taxes $ (5,409) $ i0.215

L]

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

Nate 1. Organization and Business

On January 9, 2020, pursuant to the terms of the Agreement and Plan of Merger, dated as of August 8, 2019 (the
“Merger Agreement™), by and among Wesco Aircratt Holdings, Inc. (“Wesco™), a Delaware corporation, Wolverine
Intermediate Holding If Corporation, a Delaware corporation (“Parent™) and Wolverine Merger Corparation, a Delaware
corporation and a wholly owned subsidiary of Parent (“Merger Sub”), Parent completed. its acquisition of Wesco through the
merger of Merger Sub with and into Wescao (the *Merger™), with Wesco continuing as the surviving corporatien and as a wholly
owned subsidiary of Parent. Parent is indirectly owned by certain investment vehicles advised by Platinum Equity Advisors,
LLC (“Platinum™), a U.8.-based privalc equity firm. Prior to and in connection with the consummation of the Merger, a
Reorganization {as defined below) occurred pursuant to which Wesco ulttimately became an affiliate of Pioncer Holding, LLC
(“Pionecr” and together with its subsidiaries at the time of the Merger, the “Pattonair Group”), a then-current portfolio company
of private equity funds advised by Platinum. As uscd herein, “Reorganization” refers to a multi-step internal legal
reorpanization effectuated to ultimatcly combine and reorganize the Pattonair Group and Wolverine Top Holding Comporation,
an indirect parent of Wesco (“WTHC™ and togcther with its subsidiaries, the “Wolverine Group”). The Reorganization included
{but was not limited to) the following steps (1) the contribution, in onc or 4 series of transactions of certain members or affiliates
of the Pattonair Group to the Wolverine Group, (ii) certain Pattonair Group entities liquidating and dissolving or otherwise not
becoming direct or indirect subsidiaries of WTHC, (iii) settlement of outstanding intercompany balances and (iv) Wescu
ultimatcly hecoming an indirect but wholly owned subsidiary of Welverine Top Holding Corporation pursuant to the Merger.

The operations of Wesco and the Pattonair Group operate under the brand name Incora. Incora's product portfolio
consists of C-class hardware, chemicals, electronic components, bearings and machined parts. Incora manages a comprehensive
portfolio of active SKUs that are used in ncarly all aircraft systems including engines, hydraulic units, actuation systems,
wheels and brakes, landing gear, aircraft airframe, and aircraft exterior.

Incora is headquartered in Fort Worth, Texas. [ncora has many administrative, sales and/or stocking facilitics
worldwide with concentrations in North Amertca and Europe and provides various supply chain management services to a
diversitied basc of customers, including Aerospace and Defense (“A&™) Original Equipment Manufacturers (“OEMs™}, our
Tier 1. Tier 2 and Tier 3 suppliers, airlines and mainlenance, repair and overhaul (“MRO™) providers focusing on both civil and
military segments; and supporis a full spectrum of the industry’s most recognizable platforms, including the F-35, B-21, B737,
B787, A220, A320, A350, G500/ 600 / 650 and Global 7500 aircrafls.

On March 28, 2022, we consummated a series of transactions with certain holders of the Holdings Notces as defined in
Note 10 (the “Participating Holders™) to issue new 2026 notes, amend the terms governing the Holdings Notes, and exchange
the Participating Holders’ Holdings Notes for new senior secured notes. See Note 16. Subsequent Events tor further discussion
of the transactions,

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

Principles of Consolidation and Basis of Presentation

The terms “us,” “we,” “our,” "our company™ and “the Company” as used in these consolidated finuncial statcments
refer to Wesco Aireraft Holdings, Inc. and its subsidiaries subsequent to the Merger on January 9, 2020, The accompanying
consolidated financial statements include the accounts of all majority-owned and controlled subsidiaries of the Company. Al
intercompany accounts, transactions and profits have been eliminated. When we do not have a controlling interest in an entity,
but exert signiticant influence over the entity, we apply the equity mcthod of accounting. Qur financial statcments have been
prepared under the assumption that our company will continuc as a going concern. Certain amounts reported in prior periods
have been reclassified to conform to the cutrent period presentation.

Coronavirus Pandemic

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

16
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corresponding reduction in sales associated with aircraft production delays, reductions in aircraft production rates as well as the
significant reduction in commercial aircrafi travel. Even as international, federal, state, and local restrictions and shelter-in-
place orders have been modified or lifted and vaccinations have become more widely distributed, changes in consumer
behavior and health concerns could continue to adversely impact commercial aircraft travel which would reduce the overall
demand for commercial aircraft. The COVID-19 pandemic and its impact on both our customers and the acrospace industry has
had and could continue to have a material impact on our consolidated results of operations and cash flows as well as our
financial condition, potentially including but not limited 10 goodwill and other long-lived asset valuation.

The disruption to the commercial aerospace industry as a result of COVID-19 and the timing of the anticipated
recovery have adversely impacted our sales, results of operations, and cash flows. In addition to integration plans and cost
savings actions alrecady implemented as part of the Merger and Reorganization and the cost reductions discussed in Note 15, we
have developed, have executed, and are continuing to execute plans to further reduce costs and will maintain such cost control
as long as circumstanccs require. These actions may include, among other things, headcount reductions, delay or elimination of
some non-essential or discretionary spending, reduced inventory purchases and the delay of certain discretionary capital
outlays. We arc continuing to monitor global developments and are prepared to implement additional actions shouid we
consider it necessary.

Use of Estimates in Preparation of Financial Statements

The preparation of financial statements, in conformity with accounting principles generally accepted in the United
States of America, requires management to make eslimates and assumptions thal affect the reported amounts of assets and
Habilities and the disclosurc of contingent assets and liabilities at the datc of the financial statements and the reported amounts
of revenues and expenses during the reporting period. Estimates are used for, but not limited to, variable consideration in
contract revenue recognition, receivable valuations and allowance for sales retums, inventory valustion including excess and
obsolete ("E&Q") inventories, the usefut lives of long-lived assets including property, equipment and intangible assets, annual
goodwill and indefmite-lived asset impairment asscssments, income taxes and contingencies. The full extent 1o which COVID-
19 will directly or indirectly impact our business, results of operations and financial condition, including our accounting
estimates and assumptions, will depend on devclopments that are highly uncertain, including information that may cmerge
concerning COVID-19 and the actions taken to contain it or treat it, as well as the economic impact on customers, suppliers and
markcts. We have made estimates within our financial statements and there may be changes to those estimates in the ncar to
mid-term as new information becomes available. Actual results may differ from these estimates,

Cash and Cash Equivalents

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

Accounts Receivable

Accounts reccivable consist of amounts owed to us by customers. We perfonm periodic credit evaluations of the
financial condition of our customers, monitor collections and payments from customers, and generally do oot require collaicral.
Accounts receivable are generally due within 30 to 90 days. We provide for the possible inabitity to collect accounts reccivable
by recording an allowance for doubtful accounts. We estimate our allowance for doubtful accounts based on historical
experience, aging of accounts receivable and informatien regarding the creditworthiness of our customers. To date, losses have
been within the range of management’s expectations. [t the estimated allowance for doubtful accounts subscquentiy proves to
be insufficient, additional allowances may be required.

The Company has an agreement o nominate, on a revolving basis, certain trade accounts receivable balances for sale
to & third-party financial institution, in an uncommitted facility of up to a maximum of $63 million. Transfers under this
agreement are accounted for as sales because the Company has surrendered control over the related assets and they represent a
legal true sale. The Company is not subject to any recourse provisions relating to these assets. The Company 's continuing
involvement in the transfers is limited to servicing the reccivables, and the Company receives adequate compensation for
servicing the reeeivables and no servicing assct or hability is recorded. WTEIC, an indirect parent of the Company, is subject to
limited recourse provisions on these assets for any portion of the receivables not collected by the Company and transferred o
the third-party financial institution. Funds received from the transfer arc recorded as an increase to cash and decrease to
accounts receivable in our consalidated balance sheet. Gains and losses stemming from such transfers are immaterial. As of
December 31, 2021, the Company had $34.6 million of receivables remaining to be serviced.
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Inventories

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

The components of our inventory are subject te different tisks of E&O antd we record E&O provisions, as appropriate,
lo reduce inventory to estimated nct realizable value, Qur hardware inventory, which does not decay or have a pre-determined
shelf life, bears a higher risk of having excess quantities than becoming obsolete. We continually assess and refine our
methodology for evaluating E& Q) inventory based on current facts and circumstances. Qur hardware inventory E&O
asscssment requires the use of subjective judgments and estimates, including expected demand, the historical sates profiles, and
large program purchascs quote activity. In cvaluating the adequacy of these reserves, we also consider contract terminations
involving inventory with no altemmative use, shelf-lile expirations, expected scrapping activity, and other factors which may
indicate future sales activity for certain inventory categories will be significantly different from our historical experience. Our
chemical inventory, which has a pre-determined shelf lifc, bears a higher risk of deteriorating and becoming obsolete. For both
hardware and chemical inventory, wc record provisions fur shrinkage ta reduce the inventory value for lost items. We perform
physical inventory counts and cycle counts throughout the year and adjust E&Q and shrink provisions accordingly.

Property and Equipment

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

Buildings and leasehold improvements 2 - 50 years
Machinery and equipment 4 - 10 years
Furniture and fixtures 3 - 10 years
Vehicles 5 years

Computer hardware and software 3 -7 years

Impairment of Long-Lived Assets

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

Deferred Debt Issuance Costs

Deferred debt issuance costs include original issuance discounts and are amortized using the effective inlerest method
over the term of the related credit arrangement; such amortization is inciuded in interest cxpense in the consolidatcd statements
of carnings and comprehensive loss.

Busincss Cambination

The determination of fair values of asscts acquired and labilities assumed requires management to make estimates and
use valuation techniques when a market value is nol readily available, Any excess of purchase price over the {air value of
tangible and intangible assets acquired and obligations assumed is allocated to goodwiil. Transaction costs associated with
business combinations are expensed as incurred. Incora may adjust the preliminary purchase price allocation, as neccssary,
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during the measurcment peried of up to one year after the acquisition closing date as Incora obtains more information as to facts
and circumstances existing &t the acquisition date,

Goodwill

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

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

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

Fair Value of Financial Instruments

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

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

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

Fair value measurements are classified according 1o the lowest ievel input or value-driver thut is significant to the
valuation. A mcasurement may therefore be classified within Level 3 even though there may be significant inputs that are
readily observable.
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If quoted or obsetrvable market prices are not available, fair value is based upon intemally developed models that use,
where possible, current market-based paramecters such as interest rates, yicld curves and currency rates. These measurements
are classified within Level 3.

Where available, we utilize quoted market prices or observable inputs rather than unabservable inputs to determine fair
value.

Revenue from Cantracts with Customers

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

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

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

Our product management services ("PMS") contracts, which consist of both chemical managemeat services ("CMS")
contracts and hardware management services contracts, include the sale of products as well as the provision of services such as
product procurcment, receiving and quality inspection, warchousc and inventory management, and waste disposal. Each PMS
contract represents an ¢nd-to-end integrated product management solution. While each of the products and various services
benefits the customer, we determined that they are 2 single output in the context of the PMS contract due to the significant
commercial integration of these products and services. Therefore, productls and services provided under a PMS contract
represent a single performance obligation and revenue is recognized over time for these contracts using product deliverics as
our output measure of progress under the PMS contract to depict the transfer of control to the customer.

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

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

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

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

Product and Service Information

Net sales by product categoeries for the lwelve months ended December 31, 2021 and the period from January 9, 2020
to December 31, 202G were as follows (dollars in thousands):

Twelve Months Ended January 39,2020 to

December 31, 2021 December 31, 2020

%a of % of

Sales Total Sales Total
Hardware ¥ 926,454 505% § 1,042437 552%
Chemicals (including CMS) 790,071 431 % 700,738 372 %
Other 117,733 64 % 143,778 1.6 %
Total $ 1,834,258 1000 % 3 1,886,953 100.0 %

Equity Method Investment

We apply the cquity method of accounting for investments in which we have sigrificant influence but not a controlling
intercst. We have an equity investment in a joint venture in China, which had a carrying valuc of $8.0 million and $7.8 million
as of December 31, 2021 and 2020, respectively, and was included in “Other asscts™ in the consolidated bafance sheets. The
change in the balance was duec to foreign currency translation. As of December 31, 2021, we did not identify any cveats or
circumstances which would indicate a decline in the fair value of our equity method investment that is other than temporary.

Income Taxes

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

The Company rccognizes the effect of income tax positions only if sustaining those positions is considered more likely
than not. Changes in recognition or measurement of uncertain tax positions are reflected in the period in which a change 1n
judgment occurs, The Company includes interest and penalties related to income taxes, including unrecognized tax benefits,
within income tax expense.

Concentration of Credit Risk and Significant Vendors and Customers
We maintain our cash and cash cquivalents in bank deposit accounts which, at limes, may exceed federally tnsured

limits. We have not cxpericnced any losses in such accounts and do not belicve we are exposed ta any significant credit risk
from cash and cash equivalents.
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We purchase our products on credit terms from vendors located throughout North America and Europe. For the twelve
months ended December 31, 2021 and the period from January 9, 2020 to December 31, 2020, respectively, we made 32% and
36% of our purchases from our ten largest vendors. The majority of the products we scil are available through multiple supplier
channels which reduces the risk related to any individual vendor relationship.

Far the twelve months ended December 31, 2021 and the period from January 9, 2020 to December 31, 2020,
respectively, we derived approximately 13% and 12% and 15% and 11% of our total net sales from Rolls Royce and Lockheed
Martin, respectively.

Our government sales were derived from various military parts procuretnent agencies such as the U.S. Defense
Logistics Agency, or from defense contractors buying on their behalf. For the twelve months ended December 31, 2021 and the
period from January 9, 2020 to December 31, 2020, our government sales comprised 32.6% and 28.7% of our total nat sales,

respectively,
Foreign Currency Translatien and Transactions

The financial statements of subsidiaries and affiliates whose functional curtency is not the U.S. doltar are translated
intc U.S. dollars using exchange rates in effect at cach period-end for assets and liabilities and average exchange rates during
the period for results of operations. The Company records other comprehensive income or loss from adjustments resulting from
translating the financial statements of such subsidiaries. The accumulated adjustments are reflected as 4 separate compaonent of
stockholders’ equity under accumulated other comprehensive income. Foreign currency transaction gains and losses are
included in other (expense) income, net in the consolidated statcments of earnings and comprchensive loss.

Leases

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

Our lease assets represent a right to usc an underlying asset for the leasc term and lease Habilities represent our
obligation to make leuse puyments arising from the leases. Lease asscts and liabilities and the related rent expensc are
recognized at the lease commencement date (date on which Incora gains access to the property) based on the estimated present
valuc of lease payments over the lease term, net of landlord allowances to be reccived. We account for the lease and non-lease
components as a single lcasc component for all current classcs of leases.

Most of our lcase agreements include variable payments related to pass-through costs for maintenance, taxes, and
insurance. These variable payments are not included {n the measurement of the lease liability or assct and arc cxpensed as
incurred.

As most of vur lease agreements de nol provide an implicit rate, we use an estimated incremental borrowing rate,
which is derived from third-party information available at the leasc commencement date, in determining the present vatue of
lease payments, The rate used is for a secured borrowing of a similar term as the lease.

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

We sublease certain rcal cstate to third parties, which have all been classified as operating leases. We recognize
sublecase imcome on a straight-line basis.
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Nate 3, Recent Agcounting Pronouncements

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

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

New Accounting Standards Adopied

In December 2019, the FASB 1ssued ASU No. 2019-12: Simplifying the Accounting for Income Taxes {Topic 740),
which removes certain exceptions to the general principles in Topic 740 and improves consistent application of and simplifies
GAAP for other areas of Topic 740 by clarifying and amending existing guidance. Incora adopted the provisions of ASU 2619-
12 beginning January 1, 2021. The adoption did not have a material impact on our consolidated financial staternents.

In March 2020, the FASB issucd ASU No. 2020-04, Reference Rate Reform {Topic 8§48). Facilitation of the Effects of
Reference Rate Reform on Financial Reporting. This standard provides optional practical expedients for contract modifications
with the transitions from reference rates, such as LIBOR, that are expected to be discontinued, and typically allows for those
modifications to be accounted for as a continuation of the previous contract without additional analysis. The amendments are
effective for mod:fications made between March 12, 2020 and December 31, 2022 should entities choase to apply the guidance.
This guidance is appiicable for the Company's ABL revolving credit facility which uses LIBOR as a reference rale and for
which an amendment was entered into in October 2021 providing for alternative reference rates to replace LIBOR effective in
November 2021. The adoption did not have a material impact on our consolidated financial statements.

New Accounting Standards To Be Adopted

In June 2016, the FASB issued ASU No. 2016-13, Credit Losses - Measurement of Credit Losses on Financial
Instruments (Topic 326) as amended by ASU 2019-10, which changes how entities will mecasure credit losses for most financial
assets, incleding accounts and notes receivables. The standard wili replace today’s “incurred loss™ approach with an “expected
loss” model, under which companies will recognize allowances based on expected rather than incurred losses. Entitics will
apply the standard’s provisions as a cumulative-eftect adjustment to retained eamings as of the beginning of the first reporting
period in which the guidance is effective. ASU 2016-13 is effective for Incora in fiscal year 2023, ncluding interim reporting
periods within that reporting period, and all annual and interim reporting periods thereafter. Early adoption is permilted. The

adoption of ASU 2016-13 is not expected to have a material impact on our consolidated financial statements.

Note 4. Platinum Merger Transaction

As discussed in Note 1, on January 9, 2020, pursuant to the terms of the Agreement and Plan of Merger, dated as of
August 8, 2019 (the “Merger Agreement”), by and among Wesco, Wolverine Intermediate Holding [F Corporation, a Delaware
corporation {“Parent”) and Wolverine Merper Corporation, a Delaware corporation and a wholly owned subsidiary of Parent
(“*Merger Sub”}, Parent completed its acquisition of Wesco through the merger of Merger Sub with and inte Wesco, with Wesco
conlinuing as the surviving corporation and as a wholly owned subsidiary of Parent. Parent is indirectly owned by certain
invesiment vchicles advised by Platinum Equity Advisors, LLC ("Platinum"), a U.S.-based private equity firm,

Al the closing of the Merger, and subject to the lerms and conditions set forth in the Merger Agreement, each share of’
common stock, par valuc $0.00! per share, of Wesco and its then-subsidiaries (cach a “Share™ and collectively, the “Shares™),
then issued and outstanding, other than Shares cancelled pursuant to the terms of the Merger Agreement or Dissenting Shares
(as defined in the Merger Agreement), was automatically converted into the right to receive $11.05 in cash, without interest,
subject to any withholding of taxes required by applicable law. The Sharcs were delisted from the New York Stock Exchange
and deregistered under the Securities Exchange Act of 1934,

fn connection with the Merger, we commenced tender otfers and consent solicitations in relation to approximately
$864.3 million principal amount of cur secured debt and revolver borrowings plus the related setilement charges. Pursuant to
the terms of the tender offers and consent solicitations, we repaid $864.3 million of debt securities and the related settlement
charges concurrent with the completion of the Merger. In addition, we repaid $392.6 million of the debt borrowings which
Pattonair owed prior to the Merger on January 9, 2020. In the aggregate, we repaid approximately $1.3 billion of indebtedness.

To finance the Merger, debt repayment and other transaction expenses, we incurred new indebtedness totaling
approximately $2.2 billion (see Note 10. Long-Term Debt for further information). This new debt, togelber with approximately

17
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$337.0 million of ¢quity invested by affiliates of Platinum, was used to fund the acquisition of vwr previously outstanding
common stock, pay transaction costs, establish certain cash reserves and finance the retirement of debt,

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

Purchase of common shares b3 1,109.3
Repaymient of debt and settlement charges 8643
3 1,973.6

Allocation of Purchase Price

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

Under the purchasc method of accounting, the assets and Habilitics of Wesco Aircraft Ioldings, Inc. and its
subsidiaries prior to the Merger were recorded at their respective fair values as of the date of the acquisition. The following
table summartzes the fair values ot the assets acquired and liabilitics assumed as of the acquisition date (in millions), including
a measurement period adjustment described in the section Goodwill and Intangible Assets Acquired.

Current assets, including $88.8 million in cash and cash equivalents $ ,295.5
Property and equipment 439
Goodwill 542.6
Intangible assets, net 3877
Deferred tax assets 12.6
Operating lease assets 69.8
Other assets 12.4
Current liabilities, including $20.6 imillion of contingent advisory fees payable (321.0)
Operating lease obligations, less current portion (66.8)
Deterred tax liabilities and fong-term payables (5.1)
3 1.973.6

We paid $20.6 million of “contingenl advisory fees” 1o certain of our investment advisors upen closing of the Merger
transaction. These casts were not expensed in cither period prior to or after January 9, 2020 as they did not become payable
until the closing of the Merger transaction.

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

Goodwill and Intangibie Assets Acquired

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

Weighted Average

Fair Value Amortization Period
Customer relationships b 349,925 15 Yeuars
Technology R 10 Years
Trademarks 11,750 I Year
Total intangible assets R 3 ST S0) 14 Years

Concarrent Offering

Concurrent with the Merger, Platinum acquired 100 shares of Wesco's common stock for cash consideration totaling
$362.7 million through Wolverine Top Holding Corperation, The proceeds from this concurrent offering were used (e fund the
refinancing and to pay transaction expenscs. Wesco assumed approximately 3257 million of accrued interest and financing fee
obligations from Platinum associated with the acquisition, which represents a partial return of investment. The net investment
by Platinum toals approximately $337.0 million, which is presented as parent company equity contribution upen acquisition in
the consolidated statements of stockholders' equity.

Pattonair Common Control Transaction

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

Current assets, including $18.6 million in cash and cash equivalents $ 420,286
Property and equipment 24,893
Goodwill 27,004

187.403

Intangible assets, net

Deferred tax asscts 18
Operating lease asscts 6,500
Current liabilities (138,597

Operating lease obligations, less current portion (4,76%)

Deterred income taxes (28,193)
Long-term debt, gross (375,193)
Equity $ 119,360

Note 5. Commitments and Contingencies

Indemnifications

In the normal coursc of business, we provide indemnifications to our customers regarding certain products and enter
into contracts and agreements thal may contain representations and warrantics and provide for general indemnificatiens. Our
maximum exposurc under many of thesc agreements is not quantifiable as we have a limited hisiory of prior indemnification
claims and payments. Payments we have made under such agreements have not had a material adverse effect on our resuits of
operations, cash flows, or financial position. However, we could incur costs in the future as a result of indemnification

vhligations.
Litigation

Afier the announcement of the Merger, five putative class action complainis were filed by and purportedly on behalf off
alleyed Company stockhalders: Gray v Wesco Aircraft Holdings, e, ef al, No. 1:19-¢cv-08528 filed Seprember 13, 2019 in
the United States District Court for the Southern District of New York, Stein v Wesco Awcraft Holdings, Inc., et al., No. 2:19-
cv-08033 filed September 17, 2019 in the Unsted States Distoct Court for the Central District of California, Kent v Hesco
Aireraft Holdings, Inc.. eral, No. 1:19-cv-01750 tiled September 17, 2019 in the United States District Court for the District of
Delaware, Sweeney v Wesco Averaft Holdings, Ine., et al., No. 195TCV33392 filed September 19, 2019 in the Superior Coun
ol the Stale of Califormia County of Los Angeles, and Bushansky v Wesco Alreraft Holdings, Inc | et af, No. 2:19-cv-08274
filed September 24, 2019 in the United States District Court for the Central District of California (together, the “Actions”).
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The Actions named as defendants Wesco and the fonmer members of Wesco’s Board of Directors. The Actions allege,
among other things, that the definitive proxy statement on Schedule 14A filed by Wesco on September 13, 2019 omitted certain
information regarding the confidentiality agreements between Wesco and the potentizlly interested parties, Wesco's updated
projcctions, the analysis performed by the financial advisors, and services the financial advisors previously provided to certain
partics. The Actions sought, among other things, damages, attormeys’ fees and injunctive relief to prevent the Merger from
closing. The Stein, Kent, Sweeney and Bushansky actions were voluntarily dismissed. A fee agreement was signed November
30, 2020 and payment has been made. On April 7, 2020, the judge in the Gray action granted Wesco's motion to dismiss n its
entirety, Gray filed a notice of appcal with the United States Court of Appeals for the Second Circuit on May 6, 2020. The
matter was fully briefed, and oral arguments were held on Febtuary 23, 2021, On February 26, 2021, the Court issued a
Summary Order afftrming the district court judgment. Plaintiff’s attomey fees claim was settled in the second quarter of 2021
and this matter is now concluded.

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

Note 6. [nventory

The Company's inventory is comprised solely of finished goods. During the twelve months ended December 31, 2021
and the periad from January 9, 2020 to December 31, 2020, respectively, net adjustments to cost of sales related to E&O
inventory related activities were $(9.4) million and $12.2 million. We believe that our inventory as of December 31, 2021 and
December 31, 2020 reflected its net realizable value.

Note 7. Property and Equipment, Net

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

December 31, 2021 December 31, 2020
Accumulated Accumulated
Property and Equipment Gross Dcpreciation Net Gross Depreciation Net

Land, buildings and improvements  § 19,263 $ (7,685) § 11,578 § 21,521 & (4,669) § 6,852
Machinery and equipment 18,723 {9.336) 9.387 17,328 6,474) H0 R54
Furniture and fixtures 12,881 (7,779) 5,102 11,350 (6,126) 5,224
Computer hardware 19,072 {13,710 5,362 15,941 {11,005) 4.936
Computer software 45,944 {25,352) 20,592 32,669 (18,832) 13,837
Construction in progress 17.508 - 17,508 17,415 17,415

Total $ 133,391 % (63,862) § 69529 3% 116,224 § (47,106) $ 69,118

Depreciation expensc for property and equipment was $18.0 millien and $17.9 million during the twelve months
ended December 31, 2021 and the period from January 9, 2020 to December 31, 2020, respectively.
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Note 8. Goodwill and Intangible Assets, net

Goodwill consists of the following (in thousands):

Goodwill acquired on January 9, 2020 5 542,611
Legacy Pattonair goodwill contributed on January 9, 2020 27.004
Goodwill as of January 9, 2020, gross 569,615
Goodwill impairment charge recognized in 2020 (218,013)
Foreign currency translation impact for the period from January 9, 2020 to December 31, 2020 1,072
Goodwill as of December 31, 2020, net 352,674
Foreign currency translation impact for the twelve months ended December 31, 2021 (232)
Goodwill impairment recogmzed in 2021 (136.366)
Goodwill as of December 31, 2021, net 3 216,076

The carrying amounts of goodwill at December 31, 2021 and December 31, 2020 were net of accumulated impairment
losses of $136.4 million recognized in 2021 and $218.0 million recognized in fiscal period 2020, During 2021, the Company
determined that the carrying value of its reporting unit exceeded its fair value by $3136.4 million. The impact of market
pressures due to COVID-19 led to decreased revenue, adversely impacting the fair value of the reporting unit. As a result, the
Company recorded a non-cash impainnent charge of $136.4 million in the third quarter of 2021.

As of December 31, 2021, the gross amounts and accumulated amortization of mtangible assets is as follows (in
thousands):

Gross Accumulated Net
Amount Amortization Amount
Customer relationships (10 -15 ygars) $ 568559 % (182,583) § 385,976
Technology (1 - 10 years) 26,075 (5,215} 20,860
Trademarks (1 - 10 years) 21,089 (15,641) 5,448
Total intangible assets $ 615723 % 203,439 8§ 412,284

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

Gross Accumulated Net
Amount Amortization Amount
Customer relationships (10 -15 years} $ 570615 $ (107,698) § 462,917
Technology (1 - 10 years) 26,075 {2,607 23,468
Trademarks (I - 10 years) 21,177 (14,734 6,443
Total intangible assets % 617,807 % (125,039) & 492828

For the twelve months ended December 31, 2021 and the period {rom January 9. 2020 to December 31, 2020,
intangihle amortization expense included in the consolidated statements of earnings and comprchensive loss was $79.3 million
and $76.2 million.

Estimated future intangible amortization expense as of December 31, 2021 is as follows (in thousands):

2022 3 72,21t
2023 63675
2024 57,592
2025 52478
2026 48,180
Thercalter I1R,148

L) 412,284
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Notc 9. Accrued Expenses and Other Current Liabilities

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

December 31, 2021 December 31, 2020
Accrued interest $ 26,813 §$ 27,344
Accrued compensation and related expenses 17,372 19,430
Accrued customer rebates and claims 13,312 13,826
Accrued taxes (property, sales, and use) 6,115 8,306
Accrued professional fees 3,126 1,476
Other accruals 27277 25,146
Accrued expenses and other current liabilities 5 94015 § 96,128
Note 10. Long-Term Debt
Long-term debt as of December 31, 2021 consists of the following (in thousands):
Unamortized
Deferred
Principal Dcbt Essuance Carrying
Amount Costs (1) Ameount
8.5% senior secured notes due 2024 8 64355000 S (14,720) $ 628,780
9.0% senior secured notes due 2026 291,000 (33.008) 857,992
13.125% senior notes due 2027 (29,251) 495,749
Senior secured ABL revolving facility ] 420,401 — 420,401

N Y 701G 0 i (76,979) 2,402,922

Less: current portion 15,500

— 15,500

Non-current portion MERPETls (765979 § 2387422

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

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

Unamaortized
Deferred

Principal Debt Issuance Carrying

Amount Causts (1) Amount
8.5% senior secured notes due 2024 oS8 505000 (19,835) § 630,165
9.0% senior secured notes due 2026 900,000 (39,815) 860,185
13.125% senior notes due 2027 R ' (34,197) 490,803
Senior sccured ABL revolving facility —_— 423 762

Less: current portion

(93,847) 2,404,515

- 15,500

Non-current portion

(93,847) § 2.389.415

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

=]
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Aggregate malurities of long-term debt as of Decemnber 31, 2021 are as follows (in thousands):

2022 $ 23,250
2023 31,000
2024 1,059,150
2025 18,000
2026 823,500
Thereafter 525,001
3 _2aTo500

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

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

On January 9, 2020, we entercd into an asset-bused senivr secured revolving credit facility providing up to $375.0
million of commitments (the "ABL facility" and together with the Holdings Notes, the “Credit Facilities™). The ABL facility
initially had a U.S. sub-facility of $300.0 million and a UK sub-facitity of $75.0 million, which have heen modified to be
$325.0 million and $150.0 million, respectively, at December 31, 2021, totaling $5475.0 million. Borrowings under the ABL
facility arc subject to borrowing basc capacity, with the borrowing base being defined principally as cligible cash, unreserved
accounts receivable and inventory in material locations. On December 31, 2021, total borrowing under the ABL facility was
$420.4 miltion. As of December 31, 2021, $1.1 millien in letters of credit were cutstanding and $53 5 mitlion was available for

borrowing under the ABRL facility.

In October 2021, the ABL facility was amended to allow for loans denominated in Sterling bearing interest at the
Sterling Overnight Index Average Refetence Rate (SONIA) plus an annual spread of 0.1193% or loans denominated in Euros
bearing interest at the EURIBOR rate, in addition to which a margin of 1.25% to 1.75% 15 added. In November 2021, LIBOR
loans denominated in Sterling automatically converted to loans based on SONIA and LIBOR loans denominated in Euros
autormatically converted to loans based on EURIBOR.

The interest rate for the ABL facility is based on our average usage of the ABL facility with the respective margins
ranging from 0.25% to (.75% for 1.8, base rate loans and from 1.25% te 1.75% for all other loans. Additionally, we arc
required to pay an unused line fee ranging from 0.25% {0 .375% on the amount of unused commitments. The ABL fucility
expires on January 9, 2025 unless the 2024 notes remain outstanding in August 2024, in which case the maturity date is
accelerated to August 2024 As of Decernber 31, 2021, the weighted-average interest rate for borrowings under the ABL facility
was 1.88%.

The Credit Facilities are guaranteed by us and all of vur dircet and indirect, wholly-owned, domestic restricted
subsidiaries and certain entities formed under the laws of England and Wales (subject to certain exceptions) and the Secured
Notes and the ABL facility are each sccured by substantiatly all of our assets and the assets ot our guarantor subsidiarics,
including capital stock of the subsidiarics (in cach case, subject to certain exceptions), with the Secured Notes having a first
priority sceurity interest on the fixed assets of the pledgors (and second lien on the current assets) and the ABL credit facility
having a first prionity security intcrest on the current agsets of the pledgors (and a second licn on the fixed assets).

The Credit Facilitics contain customary negative covenants, including, but not limited to, restrictions on our and our
restricted subsidiarics® ability to merge and consolidate with other companies, incur indebtedness, grant liens or security
interests on assets, make acquisitions, [oans, advances or investments, pay dividends, scll or otherwise transfer assets,
optionally prepay or modify terms of certain junior indebtedness or enter inte (ransactions with affiliates.

The Secured Nutes each have amortization offer requirements (the “ Amortization Offer”™). The amount is 1% of the
original principal amount of the respective Secured Notes for the first two offers, 1.50% for the thied offer and 2.00% thereafter
The first Amortization Offer was made at the end of the fiscal year ending December 31, 2020 and was paid in January 2021,
with the remaining Amortization Gffers required to be made each subsequent year thereafter, in cach case, between 30 and 60
days prior to year-end. Qur amortization offer on December 31, 2021 was accepted and paid in January 2022 and have therefore
classificd that amortization offer amount as a current liability.
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The ABL facility contained a financial covenant, which was a springing 1.0x consolidated fixed charge coverage ratio
only required to be maintained when availability under the ABL facility was less than the greater of 10.0% of the Line Cap (as
defined in the ABL revolving facility) and $35.5 million {the “Financial Covenant Threshold™). As of December 31, 2021, the
Financial Covenant Threshold was $47.5 million which is 10.0% of the Aggregate Commitments (on such date our aggregate
Borrowing Base exceeded the Aggregate Commitments) and on such datc we had Aggregate Availability of $53.5 million,
which exceeded the Financial Covenant Threshold. In February 2022, the ABL facility was amended Lo teplace the {inancial
covenant with a requirement that we maintain availability under the ABL facility of no less than $47.5 million. The amendment
also contained two borrowing base limits which are measured weekly: (1) outstanding borrowings may not exceed the total of
eligible accounts receivable plus eligible inventory and (2) outstanding borrowings plus $47.5 million may not exceed eligible
cash plus cligible accounts receivable plus eligible inventory. These limitations are not considered covenant detaults and must
be cured in the following week if either one of them is breached. Incora is in compliance with these limitations. Refer to
discussion in Note 16, Subsequent Evenls, for more information about thc amendment and other related debt transactions
cntered into after December 31, 2021.

The following tablc summarizes the total deferred debt issuance costs for our Credit Facilities as of December 31,
2021 (in thousands). The remaining deferred debt issuance costs as of December 31, 2021 will be amortized over their

remain:ng lerms.

Deferred Debi Issuance Costs (1)

Balance on
Gross December 31,
Balance Amortization 2021

8.5% senior secured notes due 2024 % 25,349 $ (10,629) § 14,720
9.0% scnior secured notes due 2026 47,098 (14,090} 33,008
13.§25% senior notes due 2027 39,599 (10,348) 29,251
112,046 (35,067) 76,979

Senior secured ABL revolving facility 10,083 (3.766) 6,317

3 122,129 3 (38,833 § £3.256

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

The following table summarizes 1he total deferred debt issaance costs for our Credit Facilities as of December 31,
2020 {in thousands).

Deferred Debt Issuance Costs (1)

Balance on
Gross December 31,
Balance Amortization 2020

8.5% senior sceured notes due 2624 A 25349 % (5,514) § 19,835
$.0% senior seeured notes due 2026 47,098 {7,283) 19,815
13.125% senior notes due 2027 39,599 (5,402) 34,197
112,046 (18,199) 93,847

Senior sccured ABL revolving facility 10,083 (1,836) 8,247

$ 122,129 § (20,035) § 102,094

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

For the twelve months ended December 31, 2021 and the period from January 9. 2020 to December 31, 2020,
amortization of deferred debt issuance costs was $18.8 million and $20.0 million, respectively. As of December 31, 2021, and
December 31, 2020, the remaining unamortized deferred debt issuance costs were $83.3 million and $102.1 million,
respectively, of which $77.0 million and $93.8 million, respectively, was offset against the long-term debt. The remuaining
unamortized deferred debt issuance costs of $6.3 million and $8.2 million related to the revolving credit facility was presented
on our balance sheet as deferred debt issuance costs, net.
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Note 11. Fair Value Measurement

There were no transfers between the assets and liabtlities under Level 1 and Levet 2 during the twelve months ended
December 31, 2021, and the period from January 9, 2020 to December 31, 2020.

Non-Recurring Fair Value Measurements

During the year ended December 31, 2021 and the period from January 9, 2020 to December 31, 2020, the Company
recognized a goodwill impairment of $136.4 million and $218.0 million, respectively, which was included in operating
expenses in the consolidated statements of income. The fair value was based on a combination of a discounted cash flow
analysis and a market carnings multiples. The assumptions used in the analyses are primarily Level 3 inputs, including revenue
growth rates, projected operating margins, changes in working capital, terminal values, discount rates, projected eamings,
valuation multiples and the selection of appropriate peer companies.

Note 12. Leases

Lease cost includes both fixed and variable expensces recorded for operating leases. The components of lease cost for
the twelve months ended December 31, 2021 and the period from January 9, 2020 to December 31, 2020 were as follows (in
thousands):

Twelve ] 0t
Months Ended anuary 3 ta
Decemrher 31, December 31,

Income Statement Location 2021 2020
Operating lease cost Sciling, general and administrative expenses  § 20,369 § 17,309
Variable and short-term lease cost Selling, general and administrative expenses 1,875 2,065
Sublcase income Selling, general and administrative expenses (609) (1,112)
Total net lease cost $ 21635 % 18,262

Supplemental balance sheet information related to leascs was as follows (in thousands):

As of December 31, As of December 31,

Balance Sheet Location 2021 2020
Assets
Operating Operating icase assets b 85,606 % 81,160
Linbilities
Current liabilities
Operating Operating lease obligations, current portion $ i0,88F § 11,594
Noncurrent liabilities
Operating Operating lease obligations, less current portion 87,659 75,514
Total lease liabilities $ 98,540 % 87,108

As of December 31,  As of December 31,
2021 2020

Weighted average remaining lease term (years)

Operating leases 1.1 1.5
Weighted average discount rate

Operating leascs 73 % 73 %
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Supplementat cash flow and other information relsted to leases was as follows (in thousands):

Twelve Months January 9 to
Ended December December 31,
31, 2021 2020
Cash paid to reduce lease liabilities;
Operating cash flows for operating leases $ 19,767 % 16,475
Lease assets obtained in exchange for lease Habilities:
Operating leases 25,466 16,315

Maturitics of lcase liabilities as of (in thousands):

Operating Leases (1)

2022

2023

2024

2025

2026

Thereafter

Total lease payments
Less: [rnputed inferest
Total lease liabilities
Less: Current portion
Long-term lease liabilities

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

Gain from Sale and Leaseback

In the first quarter of 2021, the Company executed a salc and leaseback of its Derby facility in the United Kingdom for
proceeds of $8.3 million, which resulted in a $2.6 million gain. The leaseback was determined te be an operating lease, and has
a term of 20 years with a termination clause at the end of the 1(Oth year that was deemed reasonably certain of being exercised.

Note 13. Related Party Transactions

Waolverine Top Helding Corporation entered into a Corperate Advisory Services Agreement with Platinum Equity
Advisors, LLC ("Platinum") to receive certain financial, strategic advisory and consultancy services (the "CASA™). Under the
CASA, we arc obligated 1o pay Platinum, or a designee thereof, an annual advisory fee as agreed from time to time, currently
$7.0 million plus fees and expenses. We accrued $7.9 million for the period during the twelve months ended Decemnber 31,
2021, and paid and recorded an expense of $7.0 million in 2620 refated to this agreement.

As described in Note 2, WTHC is subject to recourse provisions on certain trade accounts receivable balances
transferred by the Company to a third-party financial institution.

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

In November 2020, WTHC contributed $25.6 million in common equity capital through Wesco's parents to Wesco,
Additionally, Wesco issued an Unsecured Promissory Note in favor of WTHC, in the principzal amount ol $25.0 million. Under
the terms of the note, the loan will accrue interest on the unpaid principal amount at a rate of 13.125% until the Loan is paid in
tull or until the occurrence of an event of default is triggered, including failure to make payment when due, failure o ohserve
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any covenant and other typical contractual defaults, whereby interest will accrue at an additional 2% per annum. The
Company's ohligations under the note arc unsecured and interest is paid in cash on May 15 and Noevember 15 of cach fiscal
year. The loan will mature on November 10, 2023. The Unsecured Promissory Note was exchanged for new debt as part of the
debt refinancing transaction consumemated on March 28, 2022, Refer to Note 16. Subsequent Events for further information.

Note 14. Income Taxes

The components of our income tax benefit {provision) for the twelve months ended December 31, 2021 and the period
from January 9, 2020 to December 31, 2020 was as follows:

ey sy
(Dollars in thousands) 31. 2021 December 31, 2020
Current benefit (pravision)
Federal $ 2,082 § 23,736
State and local {104) —
Foreign (11,860) 2,697
Subtotal (9,882) 26,433
Deferred (provision) benefit
Federal (3,828) (31,757)
State and logal €1,003) (9,637)
Foreign 16,872 7,940
Subtotal 12,041 (33,454
Benefit (provision) for income taxes 3 2,159 § (7,021)

A recenciliation of our benefit (provision) for income taxes to the U.S. federal statutory rate is as follows tor the
twelve months ended Decemnber 31, 2021 and the period from January 9, 2020 to Decemmber 31, 2020:

e a2t
31, 2021 December 31, 2020

Benefit for income taxes at statutory rate 21.0 % 21.0 %
Change in valuation allowance (7.7)% (15.D)%
Nondeductible items 4.5)% {6.9)%
State taxes, net of tax benetit {0.3)% (1.4)%
Impact of foreign operations (5.1)% (1.0)%
Tax contingencies (0.4)% (0.4)%
Impact of Tax Act — % 24 %
Other (2.6)% 0.} %
Actual benefit {provision} rate for income taxes 04 % (L.3Y)%

The Company has determined it is likely that we would, in the future, repatriate all of our unremitted forcign camings.
Following the enactment of the Tax Cuts and Jobs Act {the “Tax Act™), no federal taxes would be imposed upon the repairiation
of these foreign eamings. An immalterial amount of the state, local and foreign withholding taxes associated with the
repatriation of such eamings has been provided in our December 31, 202! and 2020 deferred tax balance.
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As of December 31, 2021 and 2020, the componenls of deferred income tax assets (liabilities) were as follows (in

thousands):
December 31, 2023 December 31, 2020
Deferred tax assets
Inventories 60,924 § 65,036
Reserves and other accruals 4452 7,495
Compensation accruals 1,853 2,592
Net operating losses and tax credits 59,129 38,726
Leasc hability 23,504 21,365
163(}) interest expense limitation 82912 40,038
QOther 19,863 22,945
Total deferred tax assets 252,637 198,247
Deferred tax liabilities
Property and cquipment (4,272} (367)
Unremitted carnings of foreign subsidiaries (1,412) (1,664)
Goodwill and intangiblc assets (101,612) (104,068)
Right of use assets (20,168) (20,058)
Other (4.908) (4.576)
Total deferred tax liabilities (132,372) (130,733%)
Valuation aliowance (165,100) {124,314)
Net deferred tax liabilities (44,833) % (56,800)

As of December 31, 2021, we had federal and state nct operating loss carryforwards of $104.4 million and
$240.7 million. $1.5 million of the federal net operating loss carryforwards will begin to expire in 2034 and the remaining
federal net operating loss carryforwards have an indefinite life. The state net operating losses will begin to expire in 2022, In
additicn, we had foreign net operating loss carryforwards of $70.0 million which will begin to expire in 2022, We had U S.
forcign tax credit carryforwards of $14.7 mullion which will begin to ¢xpire in 2022. The amount of the foreign tax credit that 1s
more-likely-than-not before consideration of the valuation allowance is $7.2 million.

The Company is subject to US, federal income tax as well as income taxes in various state and foreign jurisdictions.
The earliest tax year still subject to examination by a significant 1axing jurisdiction 1s September 30, 2012,

On March 27, 2020, the Coronavirus Aid, Relicf and Fconomic Security Act {The CARES Act) was signed inta law.
Under the CARES Act, NOLs arising in tax ycars beginning after December 31, 2017, and before January 1, 2021 may be
carried back to each of the {Tve tax years preceding, The Company benefited under this provision and was able 1o carry back its
applicable NOLs to the relevant tax years that resulted in a total refund of $24.2 million. As a result of the CARES Act, the
Company recognized a tax benefit of $0.8 million for the year ended December 31, 2021 and a tax benefit of $13.4 mullion for
the period from January 9 to December 31, 2020.

The Company evaluated whether it ts more lekely than not that a tax position will be sustained upon examination. If a
tax position meets the more-likely-than-not recognition threshold, it is then measured to determine the amount of benefit w
recognize in the financial statements. The tax position is measured as the largest amount of bencfit that is greater than 50%
likely of being realized upon ultimate settlement. We classify gross inlerest and penalties and unrecogniced tax benefits as non-
current labilities in the consolidated balance sheets.

As of December 31, 2021 and 2020, the total amount of gross unrecognized tax benefits was S11.4 million and
S13.1 million, respectively. Interest and penalties on unrecognized tax benefits were not material as of December 31, 2021. Of
the amount as of December 31, 2021, $5.9 million, if recognized, would have an itmpact on our effective tax rate as long as
there ts a full valuation allowance in the U.S.
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The unrecognized tax benefits, which exclude interest and penalties, for the twelve manths ended December 31, 2021
and the period fiom January 9, 2020 to December 31, 2020 were as follows:

Fnded Decomber 12TV 10
{Dollars in thousands) 31,2021 December 31, 2020

Beginning balance $ 13,055 §$ 11,237
Increases related to tax positions taken during a prior year 64 i,896
Decreases related to tax positions taken during & prior year (1,733) —
ncreases related to tax positions taken during the current

year - 67
Necreases related to expiration of slatute of limitations an (145)
Ending balance 11,369 13,055

The Company has evaluated whether it is more likely than not that some or all of our deferred 1ax assets will not be
realized. The ultimate realization of deferred tax asscts depends upon the generation of future taxable income during the perieds
in which temporary differences become deductible or includible in taxable income. We consider projected future taxable
income and tax planning strategies in our assessment. Based upon the level of historical income and projections for future
taxable income, we believe it is more likely than not that we will not realize the benefits of certain deferred tax assets. The
increase in valuation allowance is primarily due to a full valuation allowance against the Company's net deferred tax assets in
certain material jurisdictions. A rolllorward of the valuation allowance for deferred tax assets for the twelve months ended
Pecember 31, 2021 and the period from January 9, 2020 to Necember 31, 2020 is as follows:

Ended Decomber 1MUY S0
(Dollars in thousands) 31, 2021 December 31,2020
Beginning balance 3 124314 § 19,068
Valuation allowance recorded during the period 40,786 105,246
Ending balance $ 165,100 % 124.314

Note 15, Restructuring Activities

[n January 2020, we supplemented previously initiated merger plan with further restructuring initiatives, involving: (1)
the elimination of certain positions, (2) the migration ot certain services to Mexico and Poland; and (3} the closure and
consolidation of certain inventory management facilities. The intent of these intiatives was to realign our workforee to the
growth areas of our business, to increase efficiency and o reduce costs. Actions under this plan were substantially completed in
March 2021 and we mmcurred approximately $24.0 million in nonrecurring restructuring costs, over the entirety of the plan,
primarily related fo severance paymients associated with employee terminations. Such expenses were included in merger,
reorganization, and integration costs in the consobdated statements of eamnings and comprehenstive toss.

In August 2021, we committed to a plan to align our organization and cost structure and reduce costs, We anticipate
that actions under this plan will continue through the third guarter of 2022. We expect to incur approximately $8.2 million in
nonrecurring restructuring costs, primarily related to severance payments assoctated with employee terminations, over the
entircty of the plan. We recorded total cxpenses of $2.5 million in 2021, primarily consisting of employce severance and rclated
costs. Such expenses were included in merger, reorganization, and integration costs in the consolidated statements of earings
and comprehensive loss. The remaining liability assoctated with these costs as of December 31, 2021 was not matenial.

Note 16. Subsequent Events
ABL Facility Amendment

On February 17, 2022, we entered into an amendment to the ABL facility (the “Sixth ABL Amendment”) to provide
for, among other things, (1} a new tranche of commitments, (ii) secured guarantees by our Canadian and Mexican subsidiaries.
and (iii) a modification of the ABL facility's financial covenant.

The new tranche consists of commiuments in the aggregate amount of $40,000,000. Other commitments have been

reduced by the same amount, so that the total amount of commitments under the ABL facility after giving cffcet wo the Sixth
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ABL Amendment continues to be $475,000,000. Lenders participating in the new tranche received an amendment fee equal to
$200,000.

The margins for loans in the new tranche is 2.00% for base rate loans and 3.00% for all other loans. The maturity date
for the new tranche is February 16, 2024. Among loans under the ABL facility, the original tranches of loans will have the first
right to proceeds of collateral, prior to the new tranche. Other terms and conditions of the new tranche are substantially similar
to the terms and conditions that apply to the existing ABL facility.

In connection with the Sixth ABL Amendment, our Canadian subsidiaries {Wesco Aircraft Canada Inc. and Haas
Group Canada Inc.) provided securcd guarantces of the ABL facility. We also agreed to cause our Mexican subsidiary (Haas
TCM de Mexico, 8. de R.L. de C.V) to pravide a secured guarantee by April 18, 2022

The ABL facility’s financial covenant was replaced with a requiremicul thal we maintain availability under the ABL
fucility of no less than $47.5 million. The Sixth ABL Amendment also contained two borrowing base limits which are measured
weekly: (1) outstanding borrowings may not exceed the total of eligible accounts receivable plus eligible inventory and (2)
outstanding borrawings plus $47.5 million may not exceed cligible cash plus eligible accounts receivable plus cligible
inventory. Thesc limitations are not considered covenant defaults and must be cured in the following week if either one of them
is breached. Incora is in compliance with these limitations.

Nuoteholder Transactions

On March 28, 2022, we consummated a series of transactions with certain holders of the Holdings Notes (the
“Participating Holders™) te issuc new 2026 notes, amend the terms governing the Holdings Notes, and exchange the
Participating Holders’ Holdings Notes for new senior scecured notes. Certain affiliates of Plalinum were “Participating Holders”
in the transaction.

First, we issued, to certain of the Participating Holders, $250.0 million principal of 2026 notes as additional notes
under the same indenture that governs the 2026 notes described above.

Second, the Participating Holders consented to amend the indentures and other definitive documents that govern each
of the Holdings Notes. As to cach serics of the Holdings Notes, the Participating Holders eonsented to eliminate certain
covenants from the indentures, including those that formerly limited our ability to, among other things, merge and consolidate
with other companics, incur indebtedness, grant liens or security interests on assets, make acquisitions, loans, advances or
investments, pay dividends, sell or otherwise transfer assets, optionally prepay or modify terms of certain junior indebtedness or
enter into transactions with affiliates. As to cach series of the Secured Notcs, the Participating Holders aise consented to relcase
all liens that had formerly secured the Secured Notes,

Third, we issued approximately $1.0 billion of senior secured notes due 2026 (the “new 2026 notes™) and
approximately $472.8 million of junior secured notes duc 2027 (the “new 2027 notes™ and, together with the new 2026 notes,
the “New Secured Notes™) in exchange for, respectively, $979.6 million in principal amount of Secured Notes, $420.9 million
in principal amount of 2027 notes, and the entire Unsecured Promissory Note of $25.0 million, which had been held by the
Participating Ilolders. These issuances included in-kind payment of fees to the Participating Iolders in the amounts of 0.9% of
principal exchanged for the new 2026 notes and 1.125% of principal exchanged for the new 2027 notes.

The interest rate for the new 2026 notes is 10.5%, wilk 7.5% to be paid in cash and 3.0% in kind. The interest raie for
the new 2027 notes is 13.125%, with 4.0% to be paid in cash in 2022, 6.0% to be paid in cash thereafter, and the remainder to
be paid in kind. The maturity date of the new 2026 notes is November 2026, but wil! accelerate o October 2024 if over $50
million in principal of the 2024 notes remains outstanding al thal daie. The maturity date of the new 2027 notes is November
2027. Neither series of the New Secured Notes requires us (o offer or pay amortization.

The New Securad Notes are guaraniced by us and all of our direct and indirect, wholly-owned, domestic restricted
subsidiaries and certain entitics formed under the laws of England and Walcs (subject to certain exceptions) and arc cach
secured by substantially all of our assets and the asscts of our guarantor subsidiaries, including capital stock of the subsidiaries
(in cach case, subjcct to certain exceptions). Relative to the ABL credit facility, the New Sceured Notes have senior securily
intgrests on the fixed assets of the pledgors and junior security interests on the current assets. Relative to each other, the new
2026 notes have senior security interests on all pledged assets and the new 2027 notes have junior sceurity interests on all
pledged assets.

The indentures governing the New Secured Noles each contain customary negative covenants, including, but nat
timited to, restrictions on our and our subsidiaries’ ability to merge and consolidate with other companies, incur indebtedness,
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grant liens or security interests on assets, make acquisitions, loans, advances or investments, pay dividends, sell or otherwise
transfer assets, optionally prepay or modify terms of certain junior indebtedness or enter into transactions with affiliates.

The Company's indentures include financial reporting covenants that require audited annual financial statements
be provided to the lenders by certain dates, which for fiscal year 2021 was March 31, 2022, The Company did not provide such
financial statements to the lenders by March 31, 2022, Additionally, the indentures include cure periods applicable to the
financial reporting covenants that allow for the Company to cure the covenant violation hy providing audited annual financial
statements to the lenders within the time period specified in the indentures. The Company has provided these audited annual
financial statements to its lenders within the applicable cure peripds.

Immediately following the foregoing transactions, long-term debt consisted of the following {in thousands):

Unamortized
Deferred

Principal Debt Issuance Carrying

Amount Costs (1) Amount
10.5% senior secured notes due 2026 . T b LY {40,394) § 1,232,362
13.125% junier secured notes due 2027 472,754 {26,955) 445,799
8.5% formerly secured notes due 2024 o '_ (3.844) 177,975
9.0% formerly secured notes due 2026 357,536 (12,708) 344,828

13.125% senior unsecured notes due 2027 (5,554) 98.571

Senior secured ABL revolving facitity 419,443 — 416,443
PIRORYIAR] (89,455) 2,718,978
Less: current portion 8,090, — 8,090

Non-current portion

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

Aggregate maturittes of long-term debt as of March 31, 2022 ar¢ as follows (in thousands):

Remainder of 2022
2023

2024 (2)

2025 (2)

2026 (2)
Thercafter

B8 _am09E {

(89,455) § 2,710,888

$ 8,090
10,787
182,606
426,594
1,603,477
576,879

$ 2,808,433

(2) We have presented the data for 2024.2026 on the assumption that the 2024 notes will be refinanced prior to maturity, so that
the maturity of the new 2026 notes will not be accelerated from November 2026 to October 2024 and that the maturity of the
ABL facility will not be aceelerated from January 2025 to August 2024,

Subsequent cvents were evaluated through April 7, 2022, which is the date these consolidated financial statcments
were available to be issued.

3!



Table of Contents

MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF
OPERATIONS

Various statements conlained in this discussion and analysis constitute "forward-looking statements ” within the
meaning af the Private Securities Litigation Reform Act of 1995. These statements involve certain unknown risks and
uncertainties, including, amang others, regarding industry trends, our expectations regarding our future performance, liquidity
and capital resources and other non-historical statements are forward-looking statements. When used in this report, the words
“anticipates,” “plans,” “belteves, " “estimates,” “intends,” "expects,” “projects,” “will” and similar expressions may identify
forward-looking statements, although not all forward-looking statements contain such words. These forward-looking
Statements are subject to numerous risks and uncertainties, including, but not limited to, the risks and uncertainties described in
"“Risk Factors " in the Offering Memorandum issued by Incara in November 2019 and - Cautionary Note Regarding Forward-
Looking Statements " in this section. Our actual results may differ materially from those contained in or implied by any

Jorward-looking statements.

The following discussion and analysis are intended to help the reader understand aur business, financial condition,
results of aperations, liguidity and capital resources. You should read this discussion in conjunetion with our unaudited
consolidated and condensed interim financial stutements.

"o )

Unless otherwise noted in this report, the terms "Incora," "Wesco, " “the Company,” “we, " “us,” “our” and "our
company " mean Wesco Aircrafl Holdings, Inc. and its subsidiaries. References to “fiscal year” mean the year ending or ended
December 31. For example, “fiscal year 2021 " ar “fiscal 2021 " means the period from January 1, 2021 to December 31,
2021,

Basis of Presentation

On January 9, 2020, pursuant to the terms of the Agreement and Plan of Merger, dated as of August 8, 2019 (the
“Merger Agreement’™), by and among Wesco Aircraft Holdings, Inc., 2 Delaware corporation, Wolverine Intcrmediate Holding
I1 Corporation, a Delaware corporation (“Parent”) and Wolverine Merger Corporation, a Delaware corporation and a wholly
owned subsidiary of Parent (“Mecrger Sub”), Parent completed its acquisition of Wesco through the merger of Mcrger Sub with
and into Wesco {the “Merger’™), with Wesco conlinuing as the surviving corporation and as a wholly owned subsidiary of
Parent. Parent is indirectly owned by certain investment vehicles advised by Platinum Equity Advisors, LLC ("Platinum™), a
U.8.-based private cquity firm. Sce Notes 1 and 4 to the consolidated financial statements for further discussion about the

Merger.

Incora is headquartered in Fort Werth, Texas. Incara has many administrative, sales and/or stocking facilities
worldwide with concentrations in North America and Furope and scrves a diversified base of customers, including Acrospace
and Defense original equipment manufacturers ("OEMs"), our Tier t, Tier 2 and Tier 3 suppliers, airlines and maintenance,
repair and overhaul (“MRO™) providers focusing on both civil and military segments; and supports a full spectrum of the
industry’s most recagnizable platforms, including the F-35, B-21, B737, B7R7, A220, A320, A350, G500 / 600 / 650 and Global

7500 aircrafts.
Coranavirus Pandemic

In March 2020, the World [lealth Organization categorized the novel coronavirus ("COVID-19") as a pandemic. The
COVID-19 health crisis has posed significant and widesprcad risks to our busincss as well as to the business environment and
the markets in which we operate. Sec Note 2 to the consolidated financial statements for further discussion of the impact of the

coronavirus pandemic on our business.

Debt Refinancing

On March 28, 2022, we consummated a series of transactions with certain holders of the Holdings Notes as defined in
Note 10 (the “Participating Holders™) to issue new 2026 notcs. amend the terms governing the Holdings Notes, and exchange
the Participating Holders” Holdings Notes for new scnior secured notes. Sec Note | 6. Subsequent Events for further discussion

of the transactions.
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Key Components of Qur Results of Operations

The following is a discussion of significant items included in our financial statements for the periods presented below
under the heading “Resulls of Operations.” These are inclusive of measures management utilizes to assess our results of
operations, anticipate future trends and evaluate risks in our business.

Net Sales

Qur net sales include sales of hardware, chemicals, electronic components, bearings, tools and machined parts. We also
provide cerfain services to our customers, including quality assurance, kitting, just in ume ("JIT") delivery, chemical
management services {("CMS"), 3rd party logistics (3PL) or 4th party logistics (4PL) programs and peint-of-use inventory
management. Scrvices under our hardware JIT arrangements are provided by us contemporaneously with the delivery of these
products. Qur M3 contracts also include e sale of chemical products and corresponding services. The CMS contracts
represent an end-to-end integrated chemical management solution.

We serve our customers under contracts, which include JIT contracts and long-term agreements ("LTAs"), and with
ONdemand sales. Under JIT contracts, customers typically coramit to purchasc specified products from us at a fixed price, on
an as-needed basis, and we are responsibie for maintaining stock availability of these products. LTAs are typically negotiated
price lists for customers or individual customer sites that cover a range of pre-determined products, purchased on an as-needed
basis. ONdemand purchascs are made by customers on an as-needed basis and are generally supplied out of our existing
inventory. Contract customers oflen purchase products that are not captured under their contract on an ONdemand basis.

Income from Operations

Income from operations is the result of subtracting the cost of sales and selling, general and administrative ("SG&A")
expenses from net sales and is one of several key measures to evaluate our performance and profitability.

The principal component of our cost of sales is product cost, which represents approximately 95.0% of our total cost of
sales. The remaining components are freight and expediting fees, import duties. tooling repair charges, packaging supplies and
inventory valuation adjustments.

Product cost is determined by the weighted average cost for certain hardware inventory items and the first-in, first-oul
method for other hardware and chemical products. An inventory proviston is calculated to reduce the value of excess and
obsolete ("E&O") inventory to its net realizable value. We review inventory for excess quantitics and obsolescence quarterly.
During the twelve months ended December 31, 2021, net adjustments to cost of szles due to additional E&O provisions were
$(9.4} million. We believe that these adjustments appropriately reduce our inventory to its net realizable valuc.

The principal components of our SG&A expenses are salaries, wages, benefits end bonuses paid to our employees;
commissions paid to outside sales representatives; travel and other business cxpenses; tratning and recruitment costs;
marketing, advertising and promotional event costs; rent; bad debt expense; fees for professional services {including consulting,
legal, audit and tax); and other ordinary day-to-day business expenses, Depreciation and amortization expense is alse included
n SG&A expenses, and consists primarily of scheduled depreciation for leasehold improvements, machinery and equipment,
vehicles, computers, software, furniture and fixtures and amortizable intangible assets.

Other Expenses

Interest Expense, Net Interest expense, net, conststs of the interest we pay on our long-term debt, inerest and fees on our
ABL facility, and amortization of deferred debt i1ssuance costs, net of interest income.

Cther (Expense) Income, Net. Other (expense) income, net, (s primarily comprised of foreign exchange gains and losscs
associated with transactions denominated in currencies other than the tunctional currency of the reporting subsidiary as well as
the gain from a sale-leaseback transaction completed in the twelve months ended December 31, 2021,

Results of QOperations

As a rcsult ot the Merger on January 9, 2020 as discussed in Note 4, the results of operations for the twelve manths
cnded December 31, 2021 arc not comparable to the results of operations for the peniod from January 9, 2020 to December 31,
2020. To better evaluate the impact ol the transaction on our results of operations, we have provided pro forma tinancial
information for the twelve months ended December 31, 2020. The Pro forma financial results are presented on a cansohdated

L
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basis and give effect to the Merger, as if it was comptieted on January 1, 2019. We belicve this presentation allows the greatest
comparability of operating resuits between periods.

Earnings before net interest expense, income taxes, deprecialion, and amortization {*“EBITDA") and special items that
management believes are nol indicative of the Company's core eperaling performance (“Adjusted EBITDA”) are non-GAAP
financial measures which are not required by or defined under U.S. GAAP (Generally Accepted Accounting Principles). We use
these non-GAAP financial measures for financial and operational decision-making purposes and to evaluate period-to-period
comparisons. We beiieve that these non-GA AP financial measurces provide useful information about our operating results,
enhance the overall understanding of past financial performance and future prospects and allow for greater transparency with
respect Lo metrics used by our management in its financial and operatioral decision making. The presentation of these financial
measures is not intended to be considered in iselation or a5 a substitute for the financial measures prepared and prescnted in
accordance with U.S, GAAP, including our net loss or nct cash used in operating activities. Non-GAAP financial measures have
Irmitations in that they do not reflect all of the items associated with our net loss as determined n accordance with U.S. GAAP
and are not a substitute for or a measure of our profitability or nct eamings.

Following are the vnaudited pro forma results of operations for the twelve months ended December 31, 2021 and 2020
giving effect to the Merger for all periods presented. The tables below include reconciliations of U.S. GAAT net loss to
Adjusted ERITDA:

Pro Forma (Unaudited)

Incora Legacy Wesco  Legacy Pattonair Pro Ferma
January 9 to Janupary 1 te January 1 to
Consolidated Resutts of Operations Decemnber 31, 2020 Januvary 8, 2020  January §, 2020 T‘:):I::mwl:::;ﬂi %&?;d
{dollars in thousands)
Net sales s 1,886,953 § 31,597 § 10823 § 1,929,373
Cost of sales 1,497,210 24 409 8,538 1,530,157
Gross profit 389,743 7,188 2,285 399216
Selling, general & administrative expenses 424 487 6,081 3,350 433918
Goodwill impairment 218,013 — - 218,013
Merger, reorganization, and mtegration
COSEs 70,218 4,241 — 74,459
Loss from operations (322,975) (3,134) {1,065) (327,174)
Interest {expense) income, net (229,935) {790) 22 (230,703}
Other income, net 3,560 173 449 4,182
Loss before income (axes (549,350) (3,751 (594) (553,695)
{Provision for) benefit from income taxes (7.021) 1,147 (19 (5.893)
Net loss $ {556,371) § (2,604} § (613) § (559,588)

EBITDA and Adjusted EBITDA

Net loss 5 (5563701 8 {2,604} § {613} $ {559,588)
Plus (minus): interest expense
{income), nct 229915 790 (22) 230,703
Plus (minus): provision for (benefit
from) income taxes 7,021 (1,147 9 5,893
Plus: depreciution and amortization 24,160 445 682 95,287
EBITDA {225,255) (2,516) 66 (227,705)

Plus: merger, reorgammzation, and
witegration costs and other special
itens 331,317

Adjusted EBITDA $ 106,062 $ (2,516) § 66 §

i
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Consolidated Results of Operations

Pro Farma (Unaudited)

Twelve Months Ended Twelve Months Ended
December 31, 2021 December 31, 2020

Nel sales
Cost of sales
Gross profit
Selling, general & administrative expenscs
Goodwill impairmant
Merger, reorganization, and integration costs
Loss from operations
[nterest expense, net
Other {expense) income, net
Loss before tncome tuxes
Benefit (provision) for income taxes

Net loss

EBITDA and Adjusted EBITDA
Net loss

Plus: interest expense, net

tMinus) ples: iheaefit) provision fur inceme tans

Plus: depreciation and amortization
EBITDA

Plus: merger, reorganization, and integration costs and other special

items

Adjusted EBITDA

(dollars in thousands)

$ 1,834258 § 1,929,373
1,473.090 1,530,157

361,168 399,216

467 482 433,918

28013

19,053 74,459
(327.174)
1236,131) (230.703)

Q2053) 4,182

(449:982) (553.693)

(5.893)
$ t 5, § {559.588)

T el

s IR 259,583
236,131 230.703

12089 2803

97,295 95,287

TR (227.705)

176.524 331317

3 59,968 S 103,612
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Net sales
Cost of sules
Gross profit
Selling, general & administrative expenses
Goodwill impairment
Merger, reorganization, and integration costs
Loss from operations
Interest expense, net
Other {expense) income, net
Eoss belore income taxes
Benefit {provision) for income taxes

Net loss

EBITDA and Adjusted EBITDA
Net loss

Plus: interest expense, net

(Minus) plus: (benefit) provision for income taxes

Plus: depreciation and amortization
EBITDA

Plus: merger, reorganization, and integration costs and other special

items

Adjusted EBITDA

Pro Forma (Unaudited)

Twelve Months Ended
December 31, 2021

Twelve Months Ended
December 31, 2020

(a3 2 percentage of net sales)

100.0 % 100.0 %
80.3 % 79.3 %
19.7 % 20.7 %
222 % 22.5 %

74 % 11.3 %
1.0 % 3.9 %

{10.9)% (17.0)%

(12.9)% {12.0)%
0.7% 0.2%

(24.5)% (28.8)%

0.1 % ©3)%

(24.4% (29.1)%

(24.4)% (29.)%
12.9 % 12.0 %
(0.1% 0.3 %

5.3 % 49 %
(6.3)% (11.9)%
9.6 % 17.2 %
33% 53 %

Twelve Months Ended December 31, 2021 compared with Twelve Months Ended December 31, 2020 (Unaudited Pro

Forma)

Net Salex

Net sales, on a pro forma basis, decreased $95.1 million, or 4.9%, to $1,834 .3 million for the twelve months ended
December 31, 2021 compared with $1,929.4 million for the twelve months ended December 31, 2020. The $95.1 million
decrcase primarily reflects the impacts of closures and delays caused by the COVID-19 pandemie:,

Loss from Operations

Loss from opcrations, on a pro forma basis, decreased $125.4 million, or 38.3%, to $201.7 million for the twelve
months cnded December 31, 2021, compared to $327.2 million for the twelve months ended December 31, 2020, The $125.4
million decrease in pro forma loss from operations was primarily due to a lower goodwill impairment charge by $81.6 millton
and a decrease of $81.8 million in SG&A cxpenses including merger, reorganization, and tepration costs, offsct by a decreasc

in pro forma gross profit of $38.0 million.
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For the twelve months ended December 31, 2021, pro forma merger, reorganization, and integration costs as part of
SG&A expenses were 519.1 million, compared with $74.5 million for the twelve months ended December 31, 2020. The
mierger, reorganization, and integration costs for the twelve months ended December 31, 2021 primaniy relate to one-time
severance costs for headcount reduction actions and other integration-related expenses incurred for supply chain and inventery
management consulting scrvices, legal and accounting professional services, and nonrecurring professional fees associated with
the transactions described in Note 16. Subsequent Events to the Consolidated Financial Statements. The merger, rearganization,
and integration costs for the twelve months ended December 31, 2020 primarily relate to one-time severance costs for
hcadcount reduction actions.

SG&A cxpenses excluding merger, rcorganization, and integration costs, on a pro forma basis, decreased $26.4
million, primarily resulting from lower payroll and benefit costs as a result of headcount reduction actions and ather cost-saving
actions period-over-period. Pro forma SG&A expenses (excluding merger, reorganization, and intggration costs) as a percentage
of net salcs decreased 0.3% compared with the same period in the prior year.

Interest Expense, Net

Interest expense, net, on a pro forma basis, was $236.1 million for the twelve months ended December 31, 2021,
compared with 5230.7 million for the twelve months ended December 31, 2020. The increase was primarily due to an increase
in the borrowinps associated with the ABL revolving credit facility period-over-period.

Other (Expense) Income, Net

Other cxpense, net was $12.1 million for the twelve months ended December 31, 2021, compared with other income,
net of $4.2 million for the twelve months ended December 31, 2020. The change was primarity driven by foreign currency
exchange rate transaction adjustments offset by the gain from a sale-leascback transaction completed in the twelve months
ended December 31, 2021,

Net Loss

Net loss, on & pro forma basis, for the twelve months ended December 31, 2021 was $447.8 million, compared with
$559.6 million for the twelve months ended December 31, 2020. The change in nct loss was duc to the factors discussed above.

Adjusted EBITDA

Pro forma adjusted EBITDA for the twelve months ended December 31, 2021 was $60.0 million, or 3.3% of net sales,
compared with pro forma adjusted EBITDA of $103.6 million, or 5.3% of net sales, for the twelve months ended December 31,
2020. The change in pro forma adjusted EBITDA was primarily drivea by the decrease in gross profit period-over-period. Gross
profit declined in part from the decline in volume from the COVID-19 pandemic, and in part from a shift in mix from hardwarc
to chemicals.

Liguidity and Capital Resources
Overview

Our primary sources of liquidity historically are cash flow from operations and available borrowings under our revolving
facility. We have historically funded our operations, debt payments, capital expenditures and discretionary funding needs from
our cash from operations. We continue to implement various cost reductton measures and initiatives to accelerate the reduction
in gur working capital to enhance our liquidity. We also have an agreement te sell, on a revolving basis, certain trade accounts
reccivable balances to a third party financial institution. We review our portfolio of receivables regularly to optimize our
liguidity.

We had total availablc cash and cash equivalents of $126.4 million and $152.5 million as of December 31, 202! and
December 31, 2020, respectively, of which $44.5 million, or 35.2%, and $81.5 million, or 53.4%, was held by our foreign
subsidiaries as of December 31, 2021 and December 31, 2020, respectively. All our cash and cash equivalents as of
Necember 31, 2021 and December 31, 2020 were non-restricted. All our forcign cash and cash equivalents arc readily
convertible into U.8. dollars or other foreign currencies.
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Our primary uses of cash currently are for:

+  operating cxpenses;

*  debt service requirements for borrowings under the Credit Facilities;
*  working capital requirements to fund the growth of our business; and

«  capital expenditures that primarily relate to IT equipment, software development and implementation and our
warehouse operations.

Due to fluctuations in our cash flows, including for investment in working capital to fund grawth in operations, it i»
necessary from time to time to borrew under vur revolving facility to meet cash demands. In February 2022, the ABL facility
was amended to replace the financial covenant with a requirement that we maintain availability under the ABL facility of no
less than $47.5 million. Borrowings under the ABL facility are subject to borrowing base capacity, with the borrowing basc
being defined principally as eligible cash, unreserved accounts receivable and inventory in material locations. On December 31,
2021, total borrowing under the ABL facility was $420.4 million. As of December 31, 2021, $1.]1 million in letters of credit
were outstanding and $53.5 million was available for borrowing under the ABL factlity,

On March 28, 2022, we consummated a series of transactions with certain holders of the Holdings Notes (the
*“Participating Holders™) to issue aew 2026 notes, amend the terms governing the Holdings Notes, and exchange the
Participating Holders' Holdings Notes for new senior secured notes. See Notes 10 and 16 for further discussion,

We anticipate that cash provided by operating activitics, cash and cash equivalents, the refinancing transactions in March
2022, and borrowing capacity under out ABL Facility, including working capital, cost reduction and other initiatives, will be
sufficient to meet our cash requirements for the next twelve months.

As of December 31, 2021, we did not have any material capital expenditure commitments.
Cautionary Note Regarding Forward-Looking Statements

This guarterly report contains forward-looking statements (including within the meaning of the Private Securitics
Litigation Reform Act of 1995) conceming Incora and other matters. These statements may discuss goals, intentions and
expectations as to future plans, trends, events, results of operations or [inancial condition, or vtherwise, based on current beliefs
of management, as well as assumptions made by, and information currently available to, management. Forward-looking

LTS LT

statements may be accompanied by words such as “achieve,” “aim,” “anticipate,” “believe,” “can,” “continue,” “could,”
“drive,” “estimate,” “expect,” “forecast,” “futurc,” “grow,” “imprave,” “increase,” “intend,” “may,” “outlock,” “plan,”
“possible,” “potential,” “predict,” “project,” “should,” “target,” “will,” “would” or similar words, phrases or expressions. These

forward-looking statcments are subject to various risks and uncertainties, many of which are outside our control. Therefore, you
should not place undue reliance on such statements.

Factors that could cause actual results to differ materially from those tn the forward-looking statements include, but are
not limited to, the following: the severity, magnitude and duration of the COVID-19 pandemic, including impacts of the
pandemic, of businesses’ and govermments” responses to the pandemic and of individual factors such as aviation passenger
confidence on our operations and personnel, and on commercial activity and demand across our and our customers” businesses,
and on global supply chains; the risk that the Merger disrupts our current plans and operations or diverts management’s
attention from our ongoing business; the effect of the Merger on our ability to retain and hire key personnel and maintain
relationships with our custemers, supplicrs and others with whom we does business; the effect of the Mcrger on our operating
results and husiness generally; the amount of costs, fees and expenses related to the Merger; the nature, cost and outcome of
any litigaticn and other legal proceedings, including any such preceedings related to the Merger and instituted against us and
others; general economic and industry conditions; conditions in the credit markcts; changes in military spending; risks unique to
suppliers of equipment and services to the U.S. government; risks associated with the loss of significant customers, a material
reduction in purchase orders by significant customers or the delay, scaling back or elimination of significant programs on which
we rely; our ability to cffectively compete in our industry; risks associated with our long-term, fixed-price agreements that have
no guarantec of future sales volumes; our ability to effectively manage our inventory; our suppliers’ ability to provide us with
the products we sell in a timely manner, in adequate quantities and/or at a reasonable cost, while also mecting our customers’
quality standards; our ability to maintain effective information technology systems and etfectively implement our new
warehouse management system; our ability to successfully execule and realize the expected financial benefits from our “Wesco
20207 inttiative; our ahility to retain key personncl; risks associated with our international operations, including cxposure to
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foreign currency movements; changes in trade policies; risks associated with assumptions we make in connection with our
critical accounting estimates (including goodwill, excess and obsolete inventory and valuation allowance of our deferred tax
assets) and legal proceedings; changes in U.S. income tax law; our dependence on third-party package delivery companies; fuel
price risks; fluctuations in our financial results from period-to-period; environmental risks; risks related to the handling,
transportation and storage of chemical products; risks related to the acrospace industry and the regulation thereof; risks related
to our indebtedness; and other risks and uncertainties.
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