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Forged Solutions Group Limited
Annual Report and financial statements
31 December 2022

Strategic Report for the Year Ended 31 December 2022
The directors present their strategic report for the year ended 31 December 2022.
Principal activities

The principal activity of Forged Solutions Group Limited ("the Company") is the production of
hammer, press, extrusion and upset forgings in alloy and carbon steel, nickel based, titanium and
other special alloys.

Review of the business and future developments

The results of the Company for the year ended 31 December 2022 are shown in the profit and loss
account on page 12. The financial position of the Company as at 31 December 2022 is shown on the
statement of financial position on page 14.

The Company's key financial and other performance indicators during the year were as follows:

2022 2021

£ 000 £’000

Sales - 75,949 58,746
Operating loss before exceptional items 48 (181)
Net cash flow generated from operating activities 2,475 7,038

The Company has seen a substantial growth in demand as the overall aerospace market recovers and
customers restock inventory levels, resulting in sales increasing by 29.3% to £75,949,000. The
Company has locked in energy prices through to late 2024 which largely return to historic norms from
April 2023 onwards. However for 2022 and for the first quarter of 2023 the market pricing for energy
resulted in the Company paying substantially more for energy than has been typical in previous years.
Adjusting for the impact of these market prices for energy the Company’s operating performance prior
to exceptional items was a profit of £4,835,000 (2021: loss of £181,000), a substantial improvement
year over year benefitting from good cost control and the benefits of operational leverage.

The Company continued to have a good strong cash performance with cash generated from operating
activities of £2,475,000 (2021: £7,038,000). The cash generated was used to fund capital
improvements. The Company also repaid all of its external bank debt as part of a group wide
refinancing and replaced it with a loan with its parent company. This loan expires in December 2027.
The Company had cash of £2,081,000 at 31 December 2022. Significant further funds are available to
the Company as part of the group financing facility to be drawn as necessary to meet longer term
needs and additional working capital requirements.
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Strategic report (continued)

Principal risks and uncertainties

The management of the business and the execution of the Company’s strategy is subject to a number
of risks.

The Company is exposed to competition from other suppliers in the market. The Company seeks to
reduce this risk by entering into long term agreements with all its key customers and differentiating
itself through its delivery and quality performance.

The Company is exposed to reductions in end market demand, particularly demand in the aerospace
market, which in turn affects demand for its own products. The Company seeks to manage this risk
through supplying parts for a range of engine programmes and also to a range of customers.

There is a risk that the Company supplies parts which do not comply with customer specifications and
designs. The Company manages this risk through having a rigorous quality programme and ensuring
extensive testing and validation is performed prior to the parts being supplied.

There is a risk that the supply of parts is affected by the ability of the Company to source material and
components at the required time. Production scheduling is routinely performed providing key
suppliers with clear visibility of demand.

Section 172(1) Directors’ statement

A director of a Company must act in the way he or she considers, in good faith, would most likely
promote the success of the Company for the benefit of its members as a whole, and in doing so have
regard (amongst other matters) to:

. the likely consequences of any decisions in the long term;

. the interests of the Company’s employees;

. the need to foster the Company’s business relationships with customers, suppliers and others;
. the impact of the Company’s operations on the community and environment;

. the desirability of the Company maintaining a reputation for high standards of business

conduct; and
. the need to act fairly between members of the Company.
The Board’s approach

The Directors are involved in the day to day running of the Company and are supported by senior
management teams based at the Sheffield Forgings and Darley Dale sites. Additionally the Directors
and the business are supported by the ultimate owners of the Company, Arlington Capital Partners
who provide support and oversight on a regular basis.

The overall strategy of the Board and the Company is to create a world class forging business,
providing exceptional service and quality to our customers in the Aerospace and other sectors, and
through this approach and investment in the business creating long term sustainable growth.

The Board understands and acknowledges that the long term success of the Company is in part
dependent on its interaction with key stakeholders.
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Strategic report (continued)
The Board’s approach (continued)

The key board decision taken by the Directors of the Company during the year was to repay its bank
debt and replace it with a loan with its parent company which expires in 2027.

Employees

The success of the business and the Company is dependent on its employees, who are critical to
maintaining the quality of product and delivering exceptional service to our customers. The Forged
Solutions Group holds a quarterly business brief which covers all employees and updates them on
current trading, market conditions and other matters relevant to all employees.

Additionally the senior management team on site meets with elected employee representatives on a
regular basis to allow them to raise any matters of concern and to update them on business matters.

Customers

The Company has long standing relationships with a number of key customers and engages in regular
dialogue with those customers. In the majority of cases the Company has entered into long term
arrangements with these customers which set out the basis of trading between the parties for a
number of years. The aim of the Company is to provide parts to these customers on time in full to the
highest quality and in accordance with agreed specifications. The Company also engages in regular
discussions with its customers to understand their future needs and requirements.

Suppliers

The Company uses a wide range of suppliers to support its business, in particular a number of key
suppliers of metal. The Company has long standing relationships with the majority of its suppliers and
aims to keep them informed of future requirements. Additionally the Company seeks to work with
local suppliers where possible to support the economy local to the Sheffield and Darley Dale areas.

Environment -

The Company recognises and understands the potential risks associated with the operation of heavy
manufacturing equipment to its employees, the local community and the environment. The Company
complies with all relevant health, safety, and environmental legislation and will transparently work
with the relevant regulatory bodies to support this.

Future developments
The Company has seen a significant improvement in revenues and order book during 2022, and this is

expected to continue into 2023 as demand for global air travel continues to increase. This is expected
to lead to an increase in sales and profits for the Company during 2023.

On behalf of the Board
/W M m .
Ben Mclvor
Director
31 May 2023
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Directors’ Report

The Company’s registered number is 00158672. The directors present their report on the audited
financial statements for the year ended 31 December 2022.

Directors of the company

The directors who were in office during the year and up to the date of signing the financial statements
were as follows:

B Mclvor
D Hinks
L Smith
P Manos
H Albers

Proposed dividend
The Company does not propose a dividend for the year ended 31 December 2022.
Going concern

The Directors have performed a going concern assessment for the Company, using the Board
approved budget for 2023 and longer range forecasts for 2024. The Directors have also considered the
cash forecasts of the Company, the cash available to the Company and additional liquidity provided by
the Group’s financing facility.

As part of the going concern assessment, the Directors considered a range of reasonably possible
downside scenarios for the Group which include a reduction in expected demand, additional operating
costs particularly for manufacturing yield and utility costs and risks regarding changes in exchange
rates. The Directors have also considered mitigating actions which are available and within the control
of the Group, particularly regarding potential reductions in operating cost and reducing planned
spend. The Directors are satisfied based on all the projections that the Company has sufficient cash
and available liquidity to continue as a going concern for the foreseeable future. While there can be no
certainty that the Company’s and Group’s forecasts can be achieved the Directors are satisfied that the
Company has adequate resources to meets it obligations as they fall due. Accordingly the accounts of
the Company have been prepared on a going concern basis.
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Directors’ Report (continued)
Streamlined Energy and Carbon Reporting (“SECR”)

The Company has presented below its carbon footprint together with an appropriate intensity metric
for the year to 31 December 2022.

2022 2021

UK Energy consumption (kwH) 82,108,683 92,915,276
CO2e emissions (tonnes)

- Electricity 2,572 3,200

- Gas 12,554 14,251

- Transport 184 103
Total CO.e emissions (tonnes) 15,310 17,554
Total revenue (£°000) 75,949 58,746
Intensity ratio — Total CO.e emissions/£ of revenue 0.20 0.30

Disclosure of methodology - Electricity and gas usage is based on billed amounts from suppliers using
actual meter readings. Transport represents actual diesel fuel consumed for fork lift trucks and
mileage recorded on Company owned vehicles. Total emissions has been calculated using the UK
government conversion factors for greenhouse reporting for 2022. The Intensity ratio is based on
revenue to reflect the activity within the business.

Energy actions - The Company has a rolling programme of actions to reduce energy usage which
adjusduring 2022 included more detailed monitoring and hence efficient usage of energy intensive
assets.

Disclosure of indemnities
The directors confirm under section 234 of the Companies Act 2006 that:

. at the time this directors' report is signed a qualifying third-party indemnity provision was in
force for the benefit of all the directors of the Company;

. for the financial year ended 31 December 2022 a qualifying third-party indemnity provision
was in force for the benefit of all the directors of the Company; and .

. that there is no qualifying third-party indemnity provision provided by the Company for one
or more directors of an associated company either on the date the directors' report is signed
or in the last financial year.

Employment of disabled persons

Applications for employment by disabled persons are always fully considered, bearing in mind the
respective aptitudes and abilities of the applicant concerned. In the event of members of staff
becoming disabled every effort is made to ensure that their employment with the Company continues
and that appropriate training is arranged. It is the policy of the Company that the training, career
development and the promotion of a disabled person should, as far as possible, be identical to that of a
person who does not suffer from a disability.
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Directors’ Report (continued)
Employee involvement

Consultation with employees or their representatives has continued at all levels, with the aim of
ensuring that views are taken into account when decisions are made that are likely to affect
their interests and that all employees are aware of the financial and economic performance of their
business units and of the Company as a whole. Communication with all employees continues through
briefing groups and the distribution of the annual report.

Financial risk management
Objectives and policies

The Company's operations expose it to a variety of financial risks, including commodity price risk,
exchange rate risk, credit risk, liquidity risk and interest rate risk. Exposures to these risks are
monitored, reported and mitigated according to policies and procedures set by its Board.

Price risk ,

Where deemed appropriate, the exposures to commodity price risk and exchange rate fluctuations are
managed through the use of financial instruments such as forward exchange contracts, options and
swaps. The Company's operations have no exposure to equity securities price risk as it holds no listed
or equity investments.

Credit risk

Credit risk policies include appropriate credit checks on potential customers. Credit limits are defined
within parameters set by the Board.

Liquidity risk

The Company maintains a mixture of long term and short-term debt finance principally with other
group companies. This is designed to ensure the Company has sufficient available funds for its
operations.

Interest rate cash flow risk

The Company's operations have interest bearing assets and liabilities which are maintained on the
basis of a mixture of fixed and floating rates. The interest rate levels are reviewed on a regular basis by
the Company.

Future developments

The future developments in the business are set out in the Strategic Report on page 3.
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Directors’ Report (continued)
Statement of directors' responsibilities

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

¢ select suitable accounting policies and then apply them consistently;

e 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

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

The Directors are responsible for keeping adequate accounting records that are sufficient to show and
explain the Company's transactions and disclose with reasonable accuracy at any time the financial
position of the Company and enable them to ensure that the financial statements comply with the
Companies Act 2006.

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

Independent auditors

Under section 487(2) of the Companies Act 2006, BDO LLP will be deemed to have been reappointed
as auditors 28 days after these financial statements were sent to members or 28 days after the latest
date prescribed for filing the financial statements with the registrar, whichever is earlier.

Disclosure of information to the auditors

Each director has taken steps that they ought to have taken as a director in order to make themselves
aware of any relevant audit information and to establish that the Company's auditors are aware of that
information. The directors confirm that there is no relevant information that they know of and of
which they know the auditors are unaware.

On behalf of the Board

Ben Mclvor
Director
31 May 2023

Registered Office: Dale Road North, Matlock, DE4 2JB
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Independent auditors’ report to the members of
Forged Solutions Group Limited

Opinion on the financial statements

In our opinion, the financial statements:
e give a true and fair view of the state of the Company’s affairs as at 31 December 2022 and of
its loss for the year then ended;
o have been properly prepared in accordance with United Kingdom Generally Accepted
Accounting Practice; and
e have been prepared in accordance with the requirements of the Companies Act 2006.

We have audited the financial statements of Forged Solutions Group Limited (“the Company”) for the
year ended 31 December 2022 which comprise the Profit and Loss Account, the Statement of
Comprehensive Income, the Statement of Financial Position, Cash flow statement, the statement of
changes in equity and notes to the financial statements, including a summary of significant accounting
policies. The financial reporting framework that has been applied in their preparation is applicable
law and United Kingdom Accounting Standards, including Financial Reporting Standard 102 The
Financial Reporting Standard applicable in the UK and Republic of Ireland (United Kingdom
Generally Accepted Accounting Practice).

Basis for opinion

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

Independence

We are independent of the Company in accordance with the ethical requirements that are relevant to
our audit of the financial statements in the UX, including the FRC’s Ethical Standard, and we have
fulfilled our other ethical responsibilities in accordance with these requirements.

Conclusions relating to 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.

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

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

Other information

The directors are responsible for the other information. The other information comprises the
information included in the Annual Report and Financial Statements other than the financial
statements and our auditor’s report thereon. Our opinion on the financial statements does not cover
the other information and, except to the extent otherwise explicitly stated in our report, we do not
express any form of assurance conclusion thereon. 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 course of the audit, or otherwise appears to be materially
misstated.
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Independent auditors’ report to the members of
Forged Solutions Group Limited (continued)

Other information (continued)

If we identify such material inconsistencies or apparent material misstatements, we are required to
determine whether this gives rise to a material misstatement in the financial statements themselves.
If, based on the work we have performed, we conclude that there is a material misstatement of this
other information, we are required to report that fact.

We have nothing to report in this regard.

Other Companies Act 2006 reporting
In our opinion, based on the work undertaken in the course of the audit:

o the information given in the Strategic report and the Directors’ report for the financial year
for which the financial statements are prepared is consistent with the financial statements;
and

o the Strategic report and the Directors’ report have been prepared in accordance with
applicable legal requirements.

In the light of the knowledge and understanding of the Company and its environment obtained in the
course of the audit, we have not identified material misstatements in the Strategic report or the
Directors’ report.

We have nothing to report in respect of the following matters in relation to which the Companies Act
2006 requires us to report to you if, in our opinion:

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

o the financial statements are not in agreement with the accounting records and returns; or

e certain disclosures of Directors’ remuneration specified by law are not made; or
we have not received all the information and explanations we require for our audit.

Responsibilities of directors

As explained more fully in the Statement of Directors’ Responsibilities, the Directors are responsible
for the preparation of the financial statements and for being satisfied that they give a true and fair
view, and for such internal control as the Directors determine is necessary to enable the preparation of
financial statements that are free from material misstatecment, 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.

Auditor’s 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 auditor’s report
that includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee
that an audit conducted in accordance with ISAs (UK) will always detect a material misstatement
when it exists. Misstatements can 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.
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Independent auditors’ report to the members of
Forged Solutions Group Limited (continued)

Auditor’s responsibilities for the audit of the financial statements (continued)
Extent to which the audit was capable of detecting irregularities, including fraud

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

e We obtained an understanding of the legal and regulatory frameworks applicable to the
Company based on our understanding of the Company and sector experience and discussions
with management. We considered the most significant laws and regulations for the Company
to be the applicable accounting framework, Companies Act 2006, Corporate taxes and VAT
legislation, Employment taxes, Health and Safety and the Bribery Act 2010.

¢ We made enquiries of management and the Board, and obtained and reviewed supporting
documentation, concerning the Company's policies and procedures relating to:

» identifying, evaluating and complying with laws and regulations and whether they
were aware of any instances of non-compliance;

» detecting and responding to the risks of fraud and whether they had knowledge of any
actual, suspected or alleged fraud; and

» the internal controls established to mitigate risks related to fraud or non- compliance
with laws and regulations

o We held discussion among the engagement team, to assess how and where fraud might occur
in the financial statements and any potential indicators of fraud and non- compliance with
laws and regulation.

o Wereviewed correspondence with the relevant authorities to identify any irregularities or
instances of non- compliance with laws and regulations.

e We reviewed available minutes of Board meetings.

s We analysed the journals entries posted throughout the year to identify and test any which we
considered were indicative of management override. The selected journals were tested to
supporting documentation.

e We also selected and tested journals posted to revenue, agreeing them to supporting
documentation to test that they were appropriate, correctly recorded and supported by
appropriate evidence.

We communicated relevant identified laws and regulations and potential fraud risks to all engagement
team members and remained alert to any indications of fraud or non-compliance with laws and
regulations throughout the audit.

Our audit procedures were designed to respond to risks of material misstatement in the financial
statements, recognising that the risk of not detecting a material misstatement due to fraud is higher
than the risk of not detecting one resulting from error, as fraud may involve deliberate concealment
by, for example, forgery, misrepresentations or through collusion. There are inherent limitations in
the audit procedures performed and the further removed non-compliance with laws and regulations is
from the events and transactions reflected in the financial statements, the less likely we are to become
aware of it.

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

10
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Independent auditors’ report to the members of
Forged Solutions Group Limited (continued)

Use of our report

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

DocuSigned by:
‘ Jm de&
397C313CDCBF48A...

Jonathan Gilpin (Senior Statutory Auditor)
For and on behalf of BDO LLP, Statutory Auditor
Birmingham ‘

31 May 2023

BDO LLP is a limited liability partnership registered in England and Wales (with registered number
0Cgo5127).

11
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Profit and Loss Account for the Year Ended 31 December 2022

2022 2021

Notes £oo00 £000

Turnover 5 75,949 58,746
.Cost of sales (73,706)  (55,892)
Gross profit 2,243 2,854
Distribution costs (1,130) (429)
Administrative expenses (2,724) (2,855)
Other operating income 6 - 503
Operating loss before exceptional items 48) (181)
Exceptional items 7 (1,563) 254
Operating (loss)/profit 6 (1,611) 73
Net interest payable and similar expenses 8 (827) (846)
Loss before taxation (2,438) (773)
Tax on loss , 12 1,605 1,350
(Loss)/profit for the financial year (833) 577

The above results were derived from continuing operations.

The following notes 1 to 27 form an integral part of these financial statements

12
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Statement of Comprehensive Income for the Year Ended 31 December 2022

2022 2021

£000 £000
(Loss)/profit for the financial year (833) 577
Total comprehensive (expense)/income for the year (833) 577

The following notes 1 to 27 form an integral part of these financial statements

13
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(Registration number: 00158672)

Statement of Financial Position as at 31 December 2022

2022 2021
Note £o000 £000
Fixed assets |
Intangible assets 13 - -
Tangible assets 14 27,968 28,714
27,068 28,714
Current assets
Inventories 15 27,471 27,165
Debtors 16 32,198 25,491
Cash at bank and in hand 2,081 561
61,750 53,217
Creditors: Amounts falling due within one year 17 (17,558) (27,875)
Net current assets 44,192 25,342
Total assets less current liabilities 72,160 54,056
Creditors: Amounts falling due after more than 24 (19,393) (68)
one year
Provisions for liabilities 18 (378) (766)
Net assets 52,389 53,222
Capital and reserves
Called up share capital 20 9,642 9,642
Revaluation reserve 983 1,001
Profit and loss account 41,764 42,579
Total equity 52,389 53,222

The financial statements were approved by the board of directors on 31 May 2023 and were signed on
its behalf by:

Duncan Hinks

Director

The following notes 1 to 27 form an integral part of these financial statements

14
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Cash Flow Statement for the year ended 31 December 2022

2022 2021

Note £000 £000
Net cash from operating activities 25 2,475 6,442
Tax received - 596
Net cash generated from operating activities 2,475 7,038
Cash flow from investing activities ‘
Purchase of tangible fixed assets (2,899) (3,082)
Proceeds from disposal of tangible fixed assets 16 66
Net cash used in investing activities (2,883) (3,016)
Cash flow from financing activities
Repayment of bank borrowings (14,587) (3,602)
Proceeds of intercompany loans 17,377 -
Interest paid (771) (597)
Repayment of finance leases (91) (90)
Net cash from/(used in) financing activities 1,928 (4,289)
Net increase/(decrease) in cash and cash 1,520 (267)
equivalents
Cash and cash equivalents at the start of the year 561 828
Cash and cash equivalents at the end of the 2,081 561
year

The following notes 1 to 27 form an integral part of these financial statements

15
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Statement of Changes in Equity for the Year Ended 31 December 2022

Called up Revaluation Profitand Total

share capital reserve loss account equity

£o000 £000 £o000 £000

At 1 January 2022 9,642 1,001 42,579 53,222
Loss for the financial year - - (833)  (833)

Total comprehensive expense for the -
year
Reclassification to profit and loss

(833) (833)

(18) 18 -
At 31 December 2022 9,642 983 41,764 52,389

Profit and loss account represents cumulative retained comprehensive income. Revaluation reserve
relates to a historic revaluation of land and buildings prior to 1998.

Called up Revaluation Profit and Total

share capital reserve loss account  equity

£000 £000 £000 £oo00

At 1 January 2021 8,906 1,019 41,984 51,909
Profit for the financial year - - 577 577
Total comprehensive income for the year - - 577 577
Issue of shares 736 - - 736
Reclassification to profit and loss - (18) 18 -
At 31 December 2021 9,642 1,061 42,579 53,222

The following notes 1 to 27 form an integral part of these financial statements

16
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Notes to the financial statements
1 General information
Forged Solutions Group Limited is part of the Forged Solutions Group.

The principal activity of Forged Solutions Group Limited ("the Company") is the production of
hammer, press, extrusion and upset forgings in alloy and carbon steel, nickel based, titanium and
other special alloys.

The Company is a private company limited by share capital, incorporated in England and Wales. The
Company's registered office is located in England. The address of its registered office is:

Dale Road North
Matlock
DE4 2JB
United Kingdom

2 Statement of compliance

The financial statements of the Company have been prepared in compliance with United Kingdom
Accounting Standards, including Financial Reporting Standard 102, "The Financial Reporting
Standard applicable in the United Kingdom and the Republic of Ireland" ("FRS 102") and the
Companies Act 2006.

3 Summary of significant accounting policies

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

3.1 Basis of preparation of financial statements

These financial statements are prepared on a going concern basis, under the historical cost
convention, as modified by certain financial assets and liabilities measured at fair value through profit
or loss. 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 in note 4.

17
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Notes to the financial statements (continued)
3.2 Going concern

The Directors have performed a going concern assessment for the Company, using the Board
approved budget for 2023 and longer range forecasts for 2024. The Directors have also considered the
cash forecasts of the Company, the cash available to the Company and additional liquidity provided by
the Group’s financing facility.

As part of the going concern assessment, the Directors considered a range of reasonably possible
downside scenarios for the Group which include a reduction in expected demand, additional operating
costs particularly for manufacturing yield and utility costs and risks regarding changes in exchange
rates. The Directors have also considered mitigating actions which are available and within the control
of the Group, particularly regarding potential reductions in operating cost and reducing planned
spend. The Directors are satisfied based on all the projections that the Company has sufficient cash
and available liquidity to continue as a going concern for the foreseeable future. While there can be no
certainty that the Company’s and Group’s forecasts can be achieved the Directors are satisfied that the
Company has adequate resources to meets it obligations as they fall due. Accordingly the accounts of
the Company have been prepared on a going concern basis.

3.3 Related party transactions

The Company has taken advantage of the exemption, under FRS 102 from disclosing transactions
with members of the same group that are wholly owned.

3.4 Foreign currency

(i) Functional and presentation currency
The Company's functional and presentation currency is the pound sterling.

(ii) Transactions and balances

Foreign currency transactions are translated into the functional currency using the spot exchange
rates at the dates of the transactions. At each period end foreign currency monetary items are
translated using the closing rate. Non-monetary items measured at historical cost are translated using
the exchange rate at the date of transaction and non-monetary items measured at fair value are
measured using the exchange rate when fair value was determined. Foreign exchange gains and losses
resulting from the settlement of transactions and from the translation at period-end exchange rates of
monetary assets and liabilities denominated in foreign currencies are recognised in the profit and loss
account except when deferred in other comprehensive income as qualifying cash flow hedges. Foreign
exchange gains and losses that relate to borrowings and cash and cash equivalents are presented in
the profit and loss account within administrative expenses. All other foreign exchange gains and
losses are presented in the profit and loss account within cost of goods sold.
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3.5 Turnover

Turnover is recognised to the extent that it is probable that the economic benefits will flow to the
Company and the turnover can be reliably measured. Turnover is measured as the fair value of the
consideration received or receivable, excluding discounts, rebates and value added tax. The following
criteria must also be met before turnover is recognised:

e the Company has transferred the significant risks and rewards of ownership to the buyer;

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

e the amount of turnover can be measured reliably;

e itis probable that the Company will receive the consideration due under the transaction; and

e the costs incurred or to be incurred in respect of the transaction can be measured reliably.

The majority of the Company’s turnover is derived from the sale of product to customers. For the sale
of product the turnover is recognised when the related products are complete, and shipped to the
customers according to the agreed contractual shipment terms. The remaining turnover largely relates
to the sale of scrap metal which is recognised when the counterparty accepts the scrap metal.

3.6 Government Grants

Capital based government grants are included within deferred income in the balance sheet and
credited to trading profit over the estimated useful economic lives of the assets to which they relate.
Revenue based government grants are credited to trading profit in the period in which the
expenditure to which they relate is incurred.

Amounts received in relation to the UK Coronavirus Job Retention scheme have been credited to the
profit and loss account in the period to which they relate to.

3.7 Exceptional items

The Company classifies certain one-off charges or credits that have a material impact on the
Company's financial results as 'exceptional items'. These are disclosed separately to provide further
understanding of the financial performance of the Company.

3.8 Research and development

Research and development expenditure is written off to the profit and loss account in the year in
which it is incurred.

3.9 Finance income and costs

(i) Interest income
Interest income is recognised using the effective interest rate method.

(i1) Finance costs

Finance costs are charged to the profit and loss account over the term of the debt using the effective
interest method so that the amount charged is at a constant rate on the carrying amount. Issue costs
are initially recognised as a reduction in the proceeds of the associated capital instrument.
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3.10 Employee Benefits

The Company provides a range of benefits to employees, including annual bonus arrangements, paid
holiday arrangements and a defined benefit and contribution pension plan.

(i) Short term benefits
Short term benefits, including holiday pay and other similar non-monetary benefits, are recognised as
an expense in the period in which the service is received.

(ii) Defined contribution pension plan

The Company operates a defined contribution pension plan for certain employees. A defined
contribution plan is a pension plan under which the Company pays fixed contributions into a separate
entity. Once the contributions have been paid the Company has no further payment obligations. The
contributions are recognised as an expense when they are due. Amounts not paid are shown in
'Creditors: amounts falling due within one year' in the balance sheet. The assets of the plan are held
separately from the Company in independently administered funds.

(iii) Annual bonus plan

The Company operates a discretionary bonus plan for employees. An expense is recognised in the
profit and loss account when the Company has a legal or constructive obligation to make payments
under the plan as a result of past events and a reliable estimate of the obligation can be made.

(iv) Share-based payments

The Group through its parent company, Forged Solutions Group Inc operates an equity-settled share-
based compensation plan for certain employees of the Group. The options were granted in November
2020 and have various vesting criteria over a 10 year period. The directors have obtained an external
valuation of the scheme, using a binomial and Monte Carlo model for separate aspects of the scheme.
Key judgements in the valuation included the starting equity value of the Group, exit date
probabilities, volatility (based on comparable quoted companies) and staff turnover. Based on the
assumptions used and the grant date of the scheme, the directors have concluded that the fair value of
the employee services is entirely immaterial to the Company and accordingly no further disclosure has
been included in the financial statements.

3.11 Inventories -

Inventories are stated at the lower of cost and estimated selling price less costs to complete and sell.
Inventories are recognised as an expense in the period in which the related turnover is recognised.

Cost is determined using the first-in, first-out (FIFO) method. Cost includes the purchase price,
including taxes, duties, transport and handling directly attributable to bringing the inventory to its
present location and condition. The cost of manufactured finished goods and work in progress
includes design costs, raw materials, direct labour, other direct costs and related production
overheads (based on normal operating capacity).

At the end of each reporting period inventories are assessed for impairment. If an item of inventory is
impaired, the identified inventory is reduced to its selling price less costs to complete and sell and an
impairment charge is recognised in the profit and loss account. Where a reversal of the impairment is
recognised the impairment charge is reversed, up to the original impairment loss, and is recognised as
a credit in the profit and loss account.
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3.12 Cash at bank and in hand

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

3.13 Provision for liabilities

Provisions are made where an event has taken place 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.

Provisions are charged as an expense to the profit and loss account 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 obligation, taking into account relevant risks and uncertainties.
When payments are made, they are charged to the provision carried in the balance sheet.

3.14 Intangible assets

Computer software and capitalised new product development are stated at cost less accumulated
amortisation and accumulated impairment losses. They are amortised over its estimated useful life of
between three and five years, on a straight-line basis. Where factors such as technological
advancement or changes in market price indicate that residual value or useful life have changed, the
residual value, useful life or amortization rate is amended prospectively to reflect the new
circumstances. The assets are reviewed for impairment if the above factors indicate that the carrying
amount may be impaired.

3.15 Tangible assets

Tangible assets under the cost model are stated at historical cost less accumulated depreciation and
any accumulated impairment losses. Cost includes the original purchase cost of the asset and the costs
attributable to bringing the asset to its working condition for its intended use. Subsequent costs are
included in the asset's carrying amount or recognised as a separate asset, as appropriate, only when it
is probable that economic benefits associated with the item will flow to the Company and the cost can
be measured reliably.

Repairs and maintenance costs are expensed as incurred.

Depreciation is charged so as to allocate the cost of assets less their residual value over their estimated
useful lives, using the straight-line method. The estimated useful lives and principal annual rates used
for this purpose range as follows:

Buildings - 50 years

Plant and equipment - 3 to 25 years
Construction in progress - Not depreciated
Land - Not depreciated

The assets' residual values and useful lives are reviewed, and adjusted, if appropriate, at the end of
each reporting period. The effect of any change is accounted for prospectively.

Tangible assets are derecognised on disposal or when no future economic benefits are expected. Gains
and losses on disposals are determined by comparing the proceeds with the carrying amount and are
recognised within the profit and loss account.
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3.16 Called up 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. If
payment is deferred and the time value of money is material, the initial measurement is on a present
value basis. ‘

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

3.17 Leased assets

At inception the Company assesses agreements that transfer the right to use assets. The assessment
considers whether the arrangement is, or contains, a lease based on the substance of the arrangement.

(i) Finance leased assets

Leases of assets that transfer substantially all the risks and rewards incidental to ownership are
classified as finance leases. Finance leases are capitalised at commencement of the lease as assets at
the fair value of the leased asset or, if lower, the present value of the minimum lease payments
calculated using the interest rate implicit in the lease. Where the implicit rate cannot be determined
the Company's incremental borrowing rate is used. Incremental direct costs, incurred in negotiating
and arranging the lease, are included in the cost of the asset. Assets are depreciated over the shorter of
the lease term and the estimated useful life of the asset. Assets are assessed for impairment at each
reporting date. The capital element of lease obligations is recorded as a liability on inception of the
arrangement. Lease payments are apportioned between capital repayment and finance charge, using
the effective interest rate method, to produce a constant rate of charge on the balance of the capital
repayments outstanding.

(ii) Operating leased assets
Leases that do not transfer all the risks and rewards of ownership are classified as operating leases.
Payments under operating leases are charged to the profit and loss account on a straight-line basis
over the period of the lease.

3.18 Impairment of non financial assets

At each balance sheet date non-current financial assets not carried at fair value are assessed to
determine whether there is an indication that the asset may be impaired. If there is such an indication
the recoverable amount of the asset is compared to the carrying amount of the asset.

The recoverable amount of the asset is the higher of the fair value less costs to sell and value in use.
Value in use is defined as the present value of the future cash flows before interest and tax obtainable
as a result of the asset's continued use. These cash flows are discounted using a pre-tax discount rate
that represents the current market risk-free rate and the risks inherent in the asset. If the recoverable
amount of the asset is estimated to be lower than the carrying amount, the carrying amount is reduced
to its recoverable amount. An impairment loss is recognised in the profit and loss account, unless the
asset has been revalued when the amount is recognised in other comprehensive income to the extent
of any previously recognised revaluation. Thereafter any excess is recognised in the profit and loss
account.

If an impairment loss is subsequently reversed, the carrying amount of the asset is increased to the
revised estimate of its recoverable amount, but only to the extent that the revised carrying amount
does not exceed the carrying amount that would have been determined (net of depreciation) had no
impairment loss been recognised in prior periods. A reversal of an impairment loss is recognised in
the profit and loss account.
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3.19 Current and deferred taxation

The tax expense for the period comprises current and deferred tax. Tax is recognised in the profit and
loss account, except to the extent that it relates to items recognised in other comprehensive income or
directly in equity. In this case tax is also recognised in other comprehensive income or directly in
equity respectively. The current income tax charge is calculated on the basis of tax rates and laws that
have been enacted or substantively enacted by the balance sheet date in the countries where the
Company operates and generates income.

Deferred tax is recognised in respect of all timing differences that have originated but not reversed by
the balance sheet date, except that:

e the recognition of deferred tax assets is limited to the extent that it is probable that they will
be recovered against the reversal of deferred tax liabilities or other future taxable profits;

e any deferred tax balances are reversed if and when all conditions for retaining associated tax
allowances have been met; and

e where they relate to timing differences in respect of interests in subsidiaries, associates,
branches and joint ventures and the Company can control the reversal of the timing
differences and such reversal is not considered probable in the foreseeable future.

Deferred tax balances are not recognised in respect of permanent differences except in respect of
business combinations. Deferred income tax is determined using tax rates and laws that have been
enacted or substantively enacted by the balance sheet date.

Current or deferred taxation assets and liabilities are not discounted.
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3.20 Financial Instruments

The Company has chosen to adopt Sections 11 and 12 of FRS 102 in respect of financial instruments.
(i) Financial assets

Basic financial assets, including trade and other debtors, amounts owed by group undertakings and

cash and bank balances, are initially recognised at transaction price, unless the arrangement
_constitutes a financing transaction, where the transaction is measured at the present value of the
“future receipts discounted at a market rate of interest.

Such assets are subsequently carried at amortised cost using the effective interest method. At the end
of each reporting period financial assets measured at amortised cost are assessed for objective
evidence of impairment. If an asset is impaired the impairment loss is the difference between the
carrying amount and the present value of the estimated cash flows discounted at the asset's original
effective interest rate. The impairment loss is recognised in profit or loss. If there is a decrease in the
impairment loss arising from an event occurring after the impairment was recognised the impairment
is reversed. The reversal is such that the current carrying amount does not exceed what the carrying
amount would have been had the impairment not previously been recognised. The impairment
reversal is recognised in profit or loss.

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

(i1) Financial liabilities

Basic financial liabilities, including trade and other creditors, amounts owed to group undertakings,
obligations under finance lease and bank loans are initially recognised at transaction price, unless the
arrangement constitutes a financing transaction, where the debt instrument is measured at the
present value of the future receipts discounted at a market rate of interest. Trade creditors are
obligations to pay for goods or services that have been acquired in the ordinary course of business
from suppliers. Trade creditors are classified as 'Creditors: amounts falling due within one year' if
payment is due within one year or less. If not, they are presented as 'Creditors: amounts falling due
after more than one year'. Trade creditors are recognised initially at transaction price and
subsequently measured at amortised cost using the effective interest method.

Financial liabilities are derecognised when the liability is extinguished, that is when the contractual
obligation is discharged, cancelled or expires.

(iii) Offsetting

Financial assets and liabilities are offset and the net amounts presented in the financial statements
when there is a legally enforceable right to set off the recognised amounts and there is an intention to
settle on a net basis or to realise the asset and settle the liability simultaneously.

(iv) Derivatives

Derivative financial instruments can be a financial asset or a financial liability and are not basic
financial instruments. Derivatives, including forward foreign exchange contracts are initially
recognised at fair value on the date a derivative contract is entered into and are subsequently re-
measured at their fair value. Changes in the fair value of derivatives are recognised in profit or loss in
finance costs or income as appropriate. The Company does not currently apply hedge accounting for
foreign exchange derivatives.
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4 Critical accounting judgements and estimates

Estimates and judgements are continually evaluated and are based on historical experience and other
factors, including expectations of future events that are believed to be reasonable under the
circumstances. The Company makes estimates and assumptions concerning the future. The resulting
accounting estimates will, by definition, seldom equal the related 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.

(i) Useful economic lives and tangible assets

The annual depreciation charge for tangible assets is sensitive to changes in the estimated useful
economic lives and residual values of the assets. The useful economic lives and residual values are re-
assessed annually. They are amended when necessary to reflect current estimates, based on the
technological advancement, future investments, economic utilization and the physical condition of the
assets. See note 14 for the carrying amount of the tangible assets, and accounting policy 3.15 for the
useful economic lives for each class of assets.

(ii) Recoverability of debtors

The Company makes an estimate of the recoverable value of trade and other debtors. When assessing
impairment of trade and other debtors, management considers factors including the current credit
rating of the debtor, the ageing profile of debtors and historical experience. See note 16 for the net
carrying amount of the debtors and associated impairment provision.

(iii) Impairment of tangible assets

The Company considers whether tangible assets are impaired. Where an indication of impairment is
identified the recoverable value is estimated. The calculation of recoverable value requires the use of
estimates and assumptions consistent with the most recent budgets and plans that have been formally
approved by management together with the selection of appropriate discount rates in order to
calculate the net present value of those cash flows.

(iv) Inventory provisioning

The Company's principal activity during the period was the production of hammer, press, extrusion
and upset forgings in alloy and carbon steels, nickel based, titanium and other special alloys which are
subject to changing customer requirements as a result of market conditions. As a result of the
aforementioned factors it is necessary to consider the recoverability of the cost of inventory and the
associated provisioning required. When calculating the inventory provision, management considers
the nature and condition of the inventory, as well as applying assumptions around anticipated
saleability of finished goods and work in progress and future usage of raw materials. See note 15 for
the net carrying amount of the inventory and associated provision.
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5 Turnover

The analysis of the Company's turnover for the year from continuing operations is as follows:

Sale of goods
Sale of scrap

Forged Solutions Group Limited
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2022 2021
£000 £000
73,703 57,645
2,246 1,101
75,949 58,746

The analysis of the Company's turnover for the year by geographical market destination is provided

below:

United Kingdom
Rest of Europe
Rest of world

6 Operating (loss)/profit

Arrived at after charging/(crediting);

Impairment of inventories

Depreciation of tangible fixed assets

Foreign exchange (gains)/losses

Operating lease expense - other

UK coronavirus job retention scheme income
(Profit)/loss on disposal of tangible fixed assets

2022 2021
£000 £000
13,863 14,587
17,652 9,960
44,434 34,199
75,949 58,746
2022 2021
£000 £000
1,034 2,386
3,645 3,874
(202) 53
1,117 712

- (503)

(16) 413
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7 Exceptional items

2022 2021

£o000 £000

Insurance claim (refer (i) below) - (990)
Release of grant claim liability (refer (ii) below) - (1,596)
Write-off of pre acquisition inventory (refer (iii) below) 627 1,977
Expenses associated with M&A process (refer (iv) below) 279 139
Redundancy and other reorganization costs (refer (v) below) 657 216
1,563 (254)

)

(ii)

(iii)

(iv)

v)

During the prior year the Company was successful in making a claim under its insurance policy
for loss of business as a result of the Covid-19 pandemic. Income of £990,000 was received.

The Company completed the post period monitoring of a grant during the prior year and met the
relevant grant conditions. As such a provision for potential repayment of the claim of £1,596,000
was not required and hence released during 2021.

The Company has undertaken an exercise during the current and prior year to identify and scrap
inventory which was manufactured prior to the acquisition of the Company by Arlington Capital
Partners and which is considered surplus to customer requirements. Inventory totalling
£627,000 (2021: £1,977,000) was scrapped as part of this exercise.

Certain costs were incurred during the current and prior year to complete the sale process to
Arlington Capital Partners and also to investigate potential acquisitions for the Forged Solutions
Group, which are considered to be one-off in nature, and have been shown as exceptional costs.

During 2022 the Company commenced a fundamental reorganisation of its River Don facility and
also completed the closure of its former head office. Costs totalling £657,000 (2021: £216,000)
were incurred.

8 Net interest payable and similar expenses

2022 2021

£000 £oo00

Interest on bank loans 752 577
Foreign exchange gains on loans ’ (69) -
Interest on loans from group undertakings 44 ST
Amortisation of bank arrangement fee 81 58
Finance lease interest 13 13
Other interest 6 198
827 846
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9 Staff costs

The aggregate payroll costs (including directors' remuneration) were as follows:

2022 2021

£000 fooo

Wages and salaries 15,375 13,062
Social security costs 1,562 1,336
Other pension costs 1,004 1,074

17,941 15,472

The average monthly number of persons employed by the Company (including directors) during the
year, analysed by category was as follows:

2022 2021
No. No.
Production 334 309
Administration and support 34 37
368 346

Key management compensation was as follows:
2022 2021
£000 £oo00
Short term employee benefits 776 689
Long term employee benefits 45 46
821 735

Of the above £618,000 (2021: £557,000) is charged to the profit and loss account in the Company,
and £203,000 (2021: £178,000) is charged to a sister company.

10 Directors' remuneration

The directors' remuneration for the year was as follows:

2022 2021

£000 £000

Emoluments 398 355
Contributions paid to money purchase schemes 20 24
418 379

£203,000 (2021: £178,000) was also paid by a sister company in relation to the directors for which it
is not possible to specifically identify the element relating to acting as directors of the Company.
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10 Directors' remuneration (continued)

During the year the number of directors who were receiving benefits and share incentives was as
follows:

2022 2021
No. No.
Received or were entitled to receive shares under long term incentive 3 3
schemes
Accruing benefits under money purchase schemes 3 3
In respect of the highest paid director:
2022 2021
£000 £000
Emoluments 203 180
Contributions paid to money purchase schemes 10 13
11 Auditors’ remuneration
2022 2021
£000 £000
Audit of the financial statements 101 80
12 Tax on loss
Tax credited in the profit and loss account
2022 2021
£000 £000
Current taxation
UK corporation tax - -
UK corporation tax adjustment to prior periods - -
Deferred taxation
Arising from origination and reversal of timing differences (1,605) (1,350)

(1,605) (1,350)
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12 Tax on loss (continued)

The tax on loss before taxation for the year is lower than the standard rate of corporation tax in the UK
(2021 - lower than the standard rate of corporation tax in the UK) of 19% (2021 - 19%). The
differences are reconciled below:

2022 2021
£000 £000
Loss before taxation (2,438) (773)
Corporation tax at standard rate 463) (147) .
Effect of income and expense not deductible in determining taxable loss 66 (160)
Group relief surrendered for nil payment - 51
Deferred tax credit relating to changes in tax rates or laws (166) (2,256)
Movement in unrecognised deferred tax (913) 1,243
. Fixed asset timing differences (88) -
Other (41) (81)
Total tax credit (1,605) (1,350)

Any losses surrendered to other group companies are surrendered at nil value. Amounts payable for
group relief are included in the taxation charge of the Company.

The Finance Act 2021 was substantially enacted in May 2021 and has increased the corporation tax
rate from 19% to 25% with effect from 1 April 2023. The deferred tax balances have been measured
using the rates expected to apply in the reporting periods when the timing differences reverse.

Deferred taxes comprise;

Asset
2022 2021
£oo00 £000
Fixed asset timing differences 709 1,300
Short term timing differences 46 22
Losses 9,345 7,173
10,100 8,495

The Company has an unrecognised deferred tax asset of £2,883,000 (2021: £nil) relating to trading
losses.
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13 Intangible assets

Cost

At 1 January 2022
Additions

At 31 December 2022

Accumulated amortisation
At 1 January 2022
Amortisation charge

At 31 December 2022
Carrying amount

At 31 December 2022

At 31 December 2021

Forged Solutions Group Limited
Annual Report and financial statements
31 December 2022

. Other
intangible Total
assets
£000 £000
544 544
544 544
544 544
544 544
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14 Tangible assets

Cost

At 1January 2022
Additions

Disposals and write-off
Transfers

At 31 December 2022
Accumulated depreciation
At 1 January 2022

Charge for the year
Eliminated on disposal/write-off

At 31 December 2022
Carrying value
At 31 December 2022

At 31 December 2021
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Total

Freehold Land Plantand Constructionin
and buildings equipment progress )
£oo00 £000 £o000 £000
12,236 51,717 1,109 65,062
- - 2,899 2,899
- (280) - (280)
- 2,371 (2,371) -
12,236 53,808 1,637 67,681
2,899 33,449 - 36,348
274 3,371 - 3,645
- (280) - (280)
3,173 36,540 - 39,713
9,063 17,268 1,637 27,068
9,337 18,268 1,109 28,714

Security

The total carrying amount of Tangible fixed assets pledged as security for liabilities in the year
amounted to £27,968,000 (2021: £28,714,000, in relation to bank loans previously held by the parent
company Aero Forgings Bidco Limited) in relation to bank loans held by a parent company, Forged

Solutions Global Holdings, Inc.

15 Inventories

Raw materials and consumables
Work in progress

Finished goods and goods for resale

2022 2021
£000 £000
7,710 9,644

17,866 13,849
1,895 3,672

27,471 27,165

Inventories are stated after provisions for impairment of £4,459,000 (2021: £6,237,000). The total
carrying amount of stocks pledged as security for liabilities in the year amounted to £nil (2021:
£27,165,000) in relation to bank loans held by the parent company, Aero Forgings Bidco Limited (see

note 17).
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16 Debtors

2022 2021

£000 £000
Trade debtors 18,116 14,240
Amounts owed by group undertakings - 726
Loans to group undertakings 2,223 -
Other debtors 581 382
Deferred tax assets (see note 12) 10,100 8,495
Prepayments t 1,178 1,648

32,198 25,491

Trade debtors are stated after provisions for impairment of £995,000 (2021: £732,000). Amounts
owed by group undertakings are unsecured, interest free, have no fixed date of repayment and are
repayable on demand. Loans to group undertakings are due from a sister company and the immediate
parent company, are interest free and repayable on demand. The total carrying amount of trade
debtors pledged as security for liabilities in the year amounted to £nil (2021: £14,240,000) in relation
to bank loans held by the parent company, Aero Forgings Bidco Limited (see note 17).

17 Creditors: amounts falling due within one year

2022 2021
£000 £oo00
Due within one year
Trade creditors 13,373 10,831
Amounts owed to group undertakings (refer (i) below) 128 622
Loans from group undertakings (refer (ii) below) 207 -
Obligations under finance leases 68 91
Other creditors 340 223
Bank loans (refer (iii) below) - 14,529
Accruals 3,442 1,579

17,558 27,875

)] Amounts owed to group undertakings are unsecured, interest free, have no fixed date of
repayment and are repayable on demand.

(ii) The loan from group undertakings is to a sister company and is unsecured, interest free
and repayable on demand.

(iii) The bank loan related to a loan with BNP Paribas Commercial Finance Limited. The

facility covered a number of legal entities within the Group and was due to expire on 19
December 2024. There were two elements to the loan, a facility which was secured over
the inventory of the Company for which interest was charged at LIBOR plus 2.45%, and a
facility which was secured over the trade receivables of the Company for which interest
was charged at LIBOR plus 1.65%. The loan was repaid on 23 December 2022.

The amount also includes unamortised finance costs of £nil (2021: £58,000).
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18 Provisions for liaBiliﬁes

Warranties Other Total

provisions
£000 £000 £000
At 1 January 2022 359 407 766
Provisions released - (357) (357)
Provisions utilised (31) - (31)
At 31 December 2022 328 50 378

In 2015, the Company received a claim from a customer in relation to quality issues and a product
recall for sales made in 2013. During the year the Company has utilised provisions totalling £31,000
to settle and offset claims. The remaining provisions are expected to be utilised in one to two years.

Other provisions included a reserve for environmental clean-up costs which has been released during
the year following a re-assessment of the likelihood of costs being incurred.

19 Pension and other schemes
Money purchase scheme

The Company operates a money purchase scheme. The contributions to this defined contribution plan
charged to the profit and loss account in 2022 amounted to £1,004,000 (2021: £1,074,000).
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20 Called up share capital

Allotted, called up and fully paid shares

2022 2021
No. ooo £000 No. ooo £000
Ordinary shares of £1 each 9,642 9,642 9,642 9,642

The Company has one class of ordinary share capital which carry no right to fixed income.

On 1 February 2021 the Company issued 735,741 ordinary shares of £1 each for a consideration of
£735,741.

21 Obligations under leases and hire purchase contracts
Operating leases

The total of future minimum lease payments is as follows

2022 2021
£000 £oo00
Not later than one year 766 853
Later than one year and not later than five years 1,229 1,624
Later than five years - 149
1,995 2,626
Finance leases

Finance lease liabilities are payable as follows
2022 2021
£o00 £000
Not later than one year 68 91
Later than one year and not later than five years - 68
68 159
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22 Commitments
Capital commitments

The total amount contracted for but not provided in the financial statements was £762,000 (2021:
£1,281,000) in relation to capital improvement projects at the manufacturing facilities.

23 Parent and ultimate parent undertaking

The Company is a subsidiary undertaking of Aero Forgings Bidco Limited. The ultimate controlling
party is Arlington Capital Partners V L.P.

The largest group in which the results of the Company are to be consolidated is that headed by Aero
Forgings Midco Limited, Dale Road North, Matlock, DE4 2JB. No other group financial statements
include the results of the Company.

24 Creditors: amounts falling due after more than one year

2022 2021
£oo00 £000

Due after one year
Obligations under finance leases - 68
Loans from group undertakings 19,393 -
19,393 68

The loan from group undertakings is for a loan from the parent company which bears interest at the
US secured overnight finance rate plus 4.85% and is due for repayment on 23 December 2027. The
above amount includes accrued interest of £44,000 (2021: £nil) in relation to these loans.
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2022 2021
£000 £o000
(Loss)/profit for the financial year (833) 577
Tax on loss (1,605) (1,350)
Interest _ 827 846
Depreciation of tangible fixed assets 3,645 3,874
~ (Profit)/loss on disposal of tangible fixed assets (16) 413
Movements in working capital:
(Increase)/decrease in inventories (306) 7,019
Increase in debtors (2,879) (4,454)
Increase/(decrease) in creditors 4,030 (233)
Movement in provisions (388) (250)
Cash generated from operating activities 2,475 6,442
26 Analysis of changes in net debt
At 1 January Cash flows Non-cash At 31
2022 changes December
2022
£000 £000 £ooo0 £000
Cash at bank and in hand 561 1,520 - 2,081
Loans from group undertakings - (17,377) - (17,377)
Finance leases (159) 91 - (68)
Bank loans (14,529) 14,587 (58) -
(14,127) (1,179) (58) (15,364)

Non cash changes represent amortization of debt issue costs.
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27 Financial instruments

2022 2021
£000 £000
Financial assets at fair value through profit or loss - -
Financial assets measured at amortised cost
- Cash at bank and in hand 2,081 561
- Trade debtors 18,116 14,240
- Other debtors 581 382
- Loans to group undertakings 2,223 -
- Amounts owed by group undertakings - 726
23,001 15,909
Financial assets that are equity instruments measured at cost less - -
impairment
Financial liabilities at fair value through profit or loss - -
Financial liabilities measured at amortised cost
- Trade creditors 13,373 10,831
- Other creditors 340 223
- Accruals ' 3,442 1,579
- Loans from group undertakings 19,600 -
- Amounts owed to group undertakings 128 622
- Finance leases 68 159
- Bankloans - 14,529

36,951 27,943
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