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" Review of the business
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HS Marston Aerospace Limited
Strat'egic report for the yearended 30 November 2023

The dlrectors present their strateglc report for the company for the year ended 30 November 2023.

The dlrectors in preparing this strateglc report, have complled with section 414C(11) of the Compames
Act 2006.

At 30 November 2023 the company was a subsidiary of RTX Corporation.

Ve

The business experienced strong demand for its original. equipment products'and aftermarket spares
throughout the year, together with the introduction of new products for the USA market. Interest in the
Company's products has remarned strong, particularly within-the RTX Corporation. ’

Management monitors the performance of the business by utilising the followmg Key Performance
Indlcators ('KPIs'):
~ Sales -'31.7% increase in 2023 (2022 41.8% mcrease)
- Gross profit margin is 11.2% in 2023 (2022: 10.8%);
- Operating profit of £2,167,000 in 2023 (2022: profit of £1,150,000);
- - Stock days increased to 110 days in 2023 (2022: 101 days),
- Profit for the financial year of £3,360,000 (2022: profit £2,600 000)
- Total shareholders’ funds have decreased to £100,015,000 in 2023 (2022 £117, 479 ,000); and
- - Current assets as % of current liabilities 280.1% (2022 restated: 387. 6%).

The growth in the company's performance within the year is as a resutt of i increase in air travel to hlstonc

levels. This has improved the réquirement for aftermarket spares which has increased by 100% year on
year. In addition, following the Russia invasion of Ukraine, RTX Corporation have withdrawn from a joint
venture company based in Russia manufacturing heat exchangers Consequently, the manufacture of .

these parts was transferred to HS Marston which has resulted in investments in.new equnpment and

recruitment of, skilled personnel..

‘Operations

The company operates lean manufacturing principles by.utilising RTX Corporation'e Customer Oriented

Results and Excellence (CORE) Operating System. .There has been particular focus on quality, delivery

. performance, inventory and productivity. Productivity improved again in 2023.

Engineering

The company continued to invest in new technology to meet the future demands of the engtne
manufacturers. All major project milestones for new development programmes, of both heat exchangers
and fluids management products were achieved, as well as continued support for in-service.

: Enwronment Health and Safety

" The company continued to sustain an excellent EH&S- performance in 2023. Environmental and Health &

Safety accreditations, ISO 14001 and OHSAS 18001 were successfully maintained and further good
progress recorded for five environmental metrics.
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HS Marston Aerospace Limited I S
Strategic report for the year ended 30 November 2023

Review of the business (continued)
erafity

The company has successfully maintained AS9100 Quality Managemerrt System accreditation and
retained Aeraspace Regulatory Approvals with EASA, CAA, FAA, and CAAC.

Principal risks and uncertainties .

The principal non-f nancial risks and uncertainties facing the Company are broadly grouped as’
competitive and legislative. The finanma| nisks are dlscussed in the financial risk management section of
. the Directors" report .

Competitive Risk

The Company undertakes business through customer purchase orders and some significant ‘contracts
and through a commitment to excellence, seeks to achieve and exceed customer expectations to mitigate
and reduce the risk of non-renewa| of purchase orders and contract terminations.

The Company carefully manages and directs its Business Development team to identify and win new -
business opportunities via the development of customer relations and by continually improving its
products.

Legislative Rl_sk

All of the business carried out s subject to standards set by the Civil Aviation Authority (CAA), the *
European Aviation Safety Agency (EASA) and in some caseés the Federal Aviation Authority (FAA).These
bodies issue regulations, which need to be complied with in order to be authorised to carry out
maintenance work in the Aerospace industry. Compliance imposes costs and failure to comply with the
standards could materially affect the Company's ability to operate. To mitigate against these risks the
business operates a robust business management system, which ensures adherence to the regulatory
standards through procedures, standard work and policles. This is supported by a strong audn
programme through self-assessment and within the RTX Corporation audit function.

Russian invasion of Ukraine

In February 2022 Russia invaded Ukraine. In response additional financial, trade, and travel sanctions
were imposed on Russia and Belarus by some members of the international Community.

The company does not trade or hold assets in Russia, Belarus or Ukraine and therefore is not directly
affected. However, the economic knock-on effects of sanctions and-the Black Sea blockade will inevitably
have short to long term effects as we have seen the ramifications in increased energy prices, jump in
inflation and interest rates. Given the global effects the conditions are likely to remain fluld and complex.
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HS Marston Aerospace Limited
Strategic report for the year ended 30 November 2023

Section 1 72 (1) Statement

This section describes how the directors have had regard to the matter set out in Section 172(1) (a) to (f)
of the Companies Act 2006 in exercising their duty to promote the success of the Company for the beneﬁt
of its key stakeholders .

The likely consequences of any decision in the long term

The directors of the Company have a duty of care to the key stakeholders when making decisions that

. affect long term sustainability of the Company. Key objectives are formulated as such to ensure that the
Company continues as a going concern. The directors remain mindful that its strategic decisions can
have long term implications for the business and its stakeholders and these lmpllcatlons are carefully
assessed.

Havlng regard to the need to act fairly as between members ot the Company -

The directors recognise their legal and r‘egula‘tory duties, and do not take any decisions or actions, such
as selectively disclosing confidential or inside information, that will provide any shareholder or group of
shareholders with any unfair advantage or position compared to the shareholders as a whole.

Having regard to the deslrablllty of the Company maintaining a reputatlon for high standards of
business conduct .

Modem Slavery Act

The Company is committed to ensuring slavery and human trafficking are not taking place in its business
or supply chains. To this end the Company has published a statement for the reporting period at
www.rtx.com. .

-

_ Having regard to the interests of the Company's employees

Employee involvement :

it is the policy of the Company to create a common awareness amongst employees of the financial and
economic factors affecting the performance of the Group. It is the policy of the Company to maintain and
develop employee involvement. Local managers provide information on a regular basis on matters of
concern to employees, using various means such as business review meetings, briefi ing meetings, video
presentatlons company newsletters.and training sessions.

Disabled employees

Applications for employment by disabled persons are always fully considered, bearing in mind the abllltles
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 armanged. it is’
the policy of the Company that the training, career development and promotion of disabled persons
should, as far as possible, be identical to that of other employees.

Employee Programmes and Benefits

The company operates ongoing employee development pragrammes which.reflect development needs
highlighted in the annual performance reviews. The company sponsored a number of employees on the -
RTX Corporation Employee Scholar Programme. All office employess completed a range of mandatory
on-line training modules centred on business practlces designed to increase awareness and promote
strong ethical compliance, training includes anti-corruption and bribery matters. The company also
continued a job rotation'programme for high potential employees. As part of its “wellness” and health’
management programmes the company provides a ‘Cycle to Work’ scheme and bi-monthly health
initiatives. It also provided an all employee reward programme, together with a new reward and
recognition programme for those employees exhibiting exemplary performance. The company. has a
Culture Council whereby employees engage in events such as sustainability and i |mprovmg the
environment.
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- .Section 172 (1) Statement (continued)

Havlng regard to need to foster the Company s buslness ralatlonshlps with suppllers customers
and others

. Customers :
The directors of the Company, on a continuing basis, promote the development and mamtenance of a
customer focus culture. The Company carefully manages and directs its business development team to
. Identify and win new business opportumtles via the development of customer relations and by continually
improving its products.

Suppliers .
The directors recognise the key role suppliers play in ensuring the company delivers a reliable service to
customers, The directors seek to balance the benefits of maintaining strong partnering relationships with
key suppliers alongside the need to obtain value for money for our investors and the desired quality and.
service levels for our customers. The Company works with suppliers and builds robust, long-lasting
supply chains. The Company pays the suppliers in line with their payment terms.

Regulators ‘ ' ' S .

The Company seeks a constructive and cooperative relationship with the bodles that authorise and
regulate the business activities. This helps us maintain a reputatlon for high standards of business
conduct.

All of the business carrled out is subject to standards set by the Civil Aviation Authority (CAA), the =
European Aviation Safety Agency (EASA) and in some cases the Federal Aviation Authority (FAA). All of
these bodies issue regutations which need to be complied with in order to be authorised to carry out
maintenance work in the aerospace industry. Compliance imposes costs and failure to comply with the
standards could materially affect the Company’s ability to operate. To mitigate against these risks the
business operates a robust business management system which ensures adherence to the regulatory
standards through procedures, standard work and policies. This is supported by a strong audit program
through self-assessment and through the RTX Corporatlon audit function.

The Conpany manages its tax affairs rssponsmly and proactively to comply with tax Iegislation, The
.Company's approach is to seek to build solid and constructive working relationships with all tax
authorities. - ’

The impact of the Company‘s oparations on the community and the envlronment

The Company is convunced of the |mportance of health safety and the environment to the success of |ts
business and is committed to be an industry leader in its commitment to safety and environmental
responsibility.

The Company will, on a continuing basis: develop and maintain a culture which recognises the
importance of health, safety and the environment to its success and exercise its responsibilitiesina
manner that reflects this; provide a healthy and safe place of work for all its employees; develop products
and operate facilities in a manner that strives to eliminate risk to employees, customers, the environment
and the community at large; and improve its performance in health, safety and environmental matters by
encouraging the participation, commitment and support of all employees.
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Streamllned Energy and Carbon Reportlng (‘SECR’)

This Report summarises the energy usage, assoclated emissions, energy efficiency actions and energy
performance for the Company under the government policy Streamlined Ensrgy and Carbon Reporting -
(‘SECR’), as implemented by the 2018 Regulations. it also summarises the methodologies utilised for all
calculations related to the elements reported under Energy and Carbon.

The following figures demonstrate year on year changes in consumption and resu|t|ng emissions for the
company .

Uflllty and Scope

Scope 1 consumption and emissions relate to direct combustion of. natural gas and fuels.

Scope 2 consumption and emissions relate to indirect emissions relatung to the eonsumptlon of purchased
electncny in day to day business operatuons

The total consumption (kWh) figures for 'energy supplies are as follows:

2023 2022

' _ _ Consumption Consumption
‘ : ) ) {kWh) (kWh)
Grid-Supplied Electricity (Scope 2) . S 8,008,436 7,271,205
Natural Gas (Scope 1) o 4,779,619 . 4,325,962

Total ) 12,788,055 11,597,167

The total emission (tCOze) figures for energy supplles are as follows: Conversion factors utlllsed in these
calculations are detaited below: :

2023 C 2022

Consumption Consumption -
' . : (tCO2e) (1COze)
Grid-Supplied Electricity (Scope 2) S o 1,658 1,406 °
Natural Gas (Scope 1) . ) 872 : 796

Total ) S A 2,530 2,202

Intensity Metric

An intensity metric of tCOze per £m revenue has been applled for the annual total emissions. The
methodology of the mtensnty metnc calcufations are detailed below, and results of this analysis is as

follows:
2023 Intensity - 2022 Intensity
. . . Metric Metric
tCO2e/Em revenue B : , 28 ‘ 32
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HS Marston Aerospace Limnted
Stratoglc report for the year ended 30 November 2023

Streomllned Energy and Carbon Reportlng (‘SECR') (contlnued)
Reportlng Methodology ' . A
Scope 1and 2 consumption and CO2e emission data has been calculated in line with the 2023 UK
Government environmental reporting guidance. To maintain continuity with the GHG reporting undertaken
before the implementation of SECR, only UK consumption and emissions are included within the
emissions reportmg The intensity metric therefore is also calculated utilising the revenue figure.
Estimations undertaken to cover missing billing periods were calculated on a kWh/day pro-rata basis at
meter level. Where data was not available for the entirety of the reporting period, an average of S|mllar
meter classes were taken and applled to the properties with no avallable data.
Intensity metrics have been calculated utilising the reported 2023 revenue figure. Both individual sources
and total emissions tCO2e were combmed and then divided by this figure to determine the tCO2e per
metric.
Future developments
The directors expect to see continued growth and development under RTX Corporation due to benefits
“derived from economies of scale.

. Events after the balance sheet date
Details of significant events slnce the balance sheet date are contalned in note 25 of the ﬂnanctal '

statements.

Approved by the Board and éigned on its behalf by:

Docoslqned by:
1 llyas lls?fw-
[(IJEBFMSDF €934B9 _
. | Asghar

Director
HS Marston Aerospace Llrnlted (Reglstered number 02590031)

22 August 2024
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HS Marston Aerospace Limited
" Directors’ report for the year ended 30 Novembel"- 2023

The Directors present their report and the audlted fi nancral statements of the company for the year ended
30 November 2023 - .

Principal activities

The company’s principal activity during the year was the manufacture, design and service of heat
exchangers and fluid management systems for the aerospace industry. The financial position was
satisfactory and the Directors expect that the present level of activity will be sustainable for the '
foreseeable future. The company continues to respond.to the changing needs of the market place
through continued investment in engineen‘ng

‘Future developments and events after the balance sheet date.

Details of future developments and events that have occurred after the balance sheet date can be found
in the Strategtc Report on page 6°and form part of this report by cross-reference.

Research and development

During 2023 the: company continued progressing in the maturity of new and strategic technologies

through a number of R&D projects in collaboration with universities, research centres and other -
stakeholders. Progress to get right leve! of maturity for these new technologies has been continued in

2023 and will continue through 2024. . ‘

Golng concern- B
The directors have a reasonable expectatron that the Company has adequate resources to continue in
operational existence for the foreseeable future. Thus they continue to adopt the going concern basis in

. preparing the annual fi nancial statements . :

Further detalls regardmg the adoptlon of the gorng concern basrs can be found in the accounting pollcies
in the fi nancral statements

' Financial risk management

. The company’s operations expose it to a variety of financial risks that include foreign exchange risk, credit
risk, liquidity risk and interest rate risk. The company has in place a risk management programme that .
seeks to limit adverse effects on its financial performance. The palicies set by the Drrectors are
implemented by the company s management team.

" Foreign Exchange Risk
. The company is exposed to currency risk’ when it has blndlng'commermat or financial obligations in 'a.,

currency other than its functional currency and the related cash inflows and outflows-are not equal in
amounts and timing. Forergn exchange exposures/nsks are cIassrt“ ed in three categones

e ftransaction exposures/nsks
e . translation exposures/risks (accounttng. balance sheet)
. economic exposures/risks :

Activities are focused on transactional cash flows which arise from receivables, payables, loans, cash
balances, orders received, purchase orders, etc. The primary responsibility to identify hedge currency
exposures lies with the company, although the company extensively uses the resources and gundance of
the group treasury centre to manage foreign exchange risk. ,
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HS Marston Aerospace Limlted
Directors’ report for the year ended 30 November 2023

Flnanclal risk management (contlnued)
Credlt Rlsk

The: oompany has implemented policies that require appropnate credit checks on potentval customers
before sales are made. The amount of exposure to any individual counterparty is subject to a limit, which
is reassessed annually by the management of the company. :

Liquidlty Risk

The company actuvely maintains a mixture of long-term and short-term debt finance that is deSIgned to
ensure the company has suffi clent avanlable funds for its operations and planned expansions.

Interest rate risk

The company has a policy of malntalnmg debt by utlllsmg the company s overdraft facility on a varlable rate.
basis.

Results and dlvldends

The company's performance for the year and the position as at the year-end is set out on pages V14 -17.
There were £nil dividends proposed, declared and paid in the year (2022: Eml)

Employee lnvolvement

. Detalls of employee involvement can be found in the Strateglc Report on page 3 and form part of this
report: by cross- reference :

. Employee consultatlon

The Company places considerable value on the involvement of its employees and has continued to keep
them informed on matters affecting them as employees and on the various factors affecting the
performance of the Company. This is achieved through formal and informal meetings, the Company
magazine and a special edition for employees of the annual financial statements. Employee

" representatives are consulted regularly ona wide range of matters affecting their current and future -
mterests ~

Environmental Matters

1

Details of environmental matters can be found in the Strateglc Report on pages 5 and 6 and form part of
- this report by cross- reference .

Political Donations ‘

No donations .were made to political parties during the year (2022: nil). .
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HS Marston Aerospace Limited
Directors’ report for the year ended 30 November 2023

Directors
The Directors during the year and up to the date of the financial statements were: -

Dr U Raab’ (reslgned 11 March 2024)
A McHugh
C Nicholson
| Asghar -
" P A Hill (appointed 07 August 2023)
R Paulekas (resigned 07 August 2023)

Qualifying third party indemnity provision

" As permitted by the Articles of Association, the Directors have the benefit of an indemnity which is a
qualifying third party lndemnlty provision as defined by Section 234 of the Companies Act 2006. The
indemnity was in force throughout the Iast financial year and is currently in force. The company also
purchased and maintained throughout the financial year Directors’ and Off cers’ liability insurance in
respect of Itsetf and its Directors. . .

" Statement of directors’ responslbllltles in respect of the financial statéments

The dlrectors are responsuble 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 financiat year. Under that taw
the directors have prepared the financial statements in accordance with United Kingdom Generally
Accepted Accounting Practice (United Kingdom Accounting Standards, comprising FRS 101 “Reduced
Disclosure Framework®, and applicable iaw). 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 penod In preparing the financial statements,
-the directors are requlred to: . -~

select sultable accounting policies and then apply them consistently;

state whether applicable United Kingdom Accounting Standards, comprising FRS 101 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 busmess .

The dlrectors are also responsible for safeguardlng the assets of the company and hence for taking
" reasonable steps for the preventlon and detection of fraud and other wregulanties

The directors are responsible for keeplng adequate accountlng 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
Com pames Act 2006. .
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HS Marston Aerospace Limited

Dlrectors report for the ‘year ended 30. November 2023

] Directors conﬂrmatlons
In the case of each directors in ofﬁce at the date the Directors’ Report is approved:

e SO far as the director is aware, there i |s no relevant audit information of which the company's
auditors are unaware; and

e they have taken all the steps that they ought to have taken as a director in order to make
themselves aware of any relevant audit information and to establish that the company‘s audltors
are aware of that mformat:on . .

Independent Auditors ’
PricewaterhouseCoopers LLP have mdicated their willingness to be reappointed for another term and

appropriate arrangements have been put in.place for them to be deemed reappointed as auditors in the
absence of an Annual General Meeung

Approved by the Board and signed on its behalf by:

. Oosussgmdbw
- lyas AsAl
[(‘géensso €93489 N
" | Asghar
Director

HS Marston Aecrospace Limited (Reglstered number 02590031)

. 22 August 2024

10 -
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HS Marston Aerospace Limlted
_ lndependent auditors’ report to the members of HS Marston Aerospace Limited

Report on the audit of the fmanclal statements

Opinion
in our opinion, HS Marston Aerospace lelted s fi nanmal statements: -

. glve a true and fair view of the state of the company's affairs as at 30 November 2023 and of its -
- profit for the year then ended;

» _have been properly prepared in accordance with United Kingdom Generally Accepted Accountlng
Practice (United Kingdom Accounting Standards, including FRS 101 “Reduced Disclosure
Framework”, and applicable law); and .

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

We have audited the financial statements, included within the Annual Report, which comprise: Balance
" Sheet as at 30 November 2023; Profit and loss account, Statement of comprehensive income and
Statement of changes in equity for the year then ended; and the notes to the financial statements,
comprising material accounting policy information and other explanatory information. ‘

‘Basls for oplnlon

We conducted our audit in accordance with International Standards on Audmng (UK) (°ISAs (UK)“)-and
applicable law. Our responsibilities under ISAs (UK) are further described in the Auditors’

responslbllllses for the audit of the financial statements section of our report. We believe that the audlt :

evadenoe we have obtained is- sufﬁcient and appropriate to provide a basxs for our opinion

independence : . -
We remained independent of the company in accordance with the ethical requlrements 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.

Conclusions relatlng to going concem

Based on the work we have performed, we have not identif ed 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 atleast: twelve months from when the financial statements
are authorised for Issue .

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.

However,obecause ‘not all _fqture events or conditions can be predicted, this conclusion is not a
guarantee as to the company'’s ability to continue as a going concern.

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

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 exphcﬂly stated in this report any form of
assurance thereon :

11
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HS Marston Aerospace Limited

Independent auditors’ report to the members of HS Marston Aerospace Limited
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 -
prooedures to conclude whether there is a material misstatement of the financial statements or a
material misstatement of the other information. if, based on the work we have performed, we conclude
that there is a material misstatement of this other information, we are required to report that fact. We'

.have nothmg to report based on these responsibilities.

© With respect to the Strategic report and Directors Report, we also considered whether the disclosures
requnred 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. . ’

Strateglc report and Directors’ Report

In our opinion, based on the work undertaken in the course of the audlt the information given in the
Strateglc report -and Directors’ Report for the year ended 30 November 2023 is consistent with the
financial statements and has bee_n prepared in accordance with applicable legal requirements.

In hight of the knowledée and:understand'lng 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.

Responslbllltles.for the financial statements and the audit - ' -

Responsubllltles of the dlrectors for the financial statements

As explained more fully in the Statement of directors' responsibilities in respect of the financial
statements, 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 concem, 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 altemative but to do SO. .

Auditors’ responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the fi nancial-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 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 mﬂuence the economic decisions of users taken on
‘the basis of these financial statements

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

‘12'
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HS Marston Aerospace Limited
Independent auditors’ report to the members of HS Marston Aerospace Limited

Based on our understanding of the company and industry; we identified that the ‘principal risks of non-

- compliance with laws and regulations related to the UK Bribery Act, 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 Companies
Act 2006 and tax compliance 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 (1) posting inappropriate journal entries to manipulate
financial results; (2) management bias in accounting estimates. Audit procedures performed by the
engagement team mcluded - .

«. Identification and testing of journal entries that meet our defined risk cmena‘

« Enquiries, throughout the audit with management, including consideration of known or suspeoted—

instances of non-compliance with laws and regulation and fraud;

« Reviewing minutes of meetings of those charged with' govemance;

e Challenging assumptions and judgements made by management in determining significant
accounting estimates (because of the risk of management bias), in particular in relation to stock
provisioning, recoverability of trade and intercompany receivables and pension assumptions.

. o Reviewing financial statement disclosures and testing to supporting documentation to assess '

compliance with applicable laws and regulations.

There are in'herent limitations in the audit procedures described above. We are less likely to become

aware of instances of non;compliance with laws and regulations that are not closely related to events.
and transactions reflected in the financial statements. Also, the risk of not detecting a material

misstatement due 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
collusuon

A further descnption of our responsibilities for the audit of the financial statements is located on the
FRC's website at: wwwfro org. uk/audltorsresponsubilltles This descnptlon 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 requnred to report to you if, in our oplmon

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

o , adequate accounting records have not been kept by the company, or returns adequate for our audit.

. have not been received from branches not visited by us; or
o certain disclosures of directors’ remuneration specified by law are not made; or
e thefi r\anc_ial statements are not in agreement with the accounting records and returns.

We have no exceptions to report arising from this responsibility.

Alan Walsh (Sénior Statutory Auditor)
for and on behalf-of PricewaterhouseCoopers LLP
Chartered Accountants and Statutory Auditors
East Midlands

22 August 2024
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\
HS:Marston Aerospace Limited -

" Profit and loss account

For the year ended 30 November 2023

Turnover
Cost of Sales -
Gross Profit

Administrative expenses

- Operating Profit »
Interest receivable and similar income
interest payable and similar expenses

Profit before taxation
Tax on Profit

Note -

2023

£'000

90,287
(80,192)
10,095
(7,928)

2,167

' 34,453
~ (30,977)

5,643
(2,283)

- 3,360

2022
£000
68,533
(61,164) .
7,369
(6.219)
1,150
19,100
(16,771)
3479
(879)

2,600

Profit for the financlal year

All results are derived from continuing operations.
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HS Marston Aerospace Limited

Statement of comprehensive income
For the year ended 30 November 2023

‘Note(s)

2023

2022
£'000 £000
Profit for the financial year 3,360 2,600
Items that will not be reclassified subsequently td profit or loss: .
Actuarial loss on pension scheme , 20  (27,765)  (44,770)
Income tax relating to items not reclassified: : g v
- movement on deferred tax relating to pension 9&19 6,941 11,193
Other comprehensive expense for the year net of tax (20,824) (33,577)
Tdtél_comprehépslve expense for the year - (17,464) (30,977)
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HS Marston Aerospace Limited
Registered number: 02590031

Balance sheet

At 30 November 2023
Note 2023 2022
£'000 ,£'000
] (Restated*)
o Fixed assets _ ce
"~ Intangible assets 10 1,248 - 1,248
'Tangible‘ assets - 1 23,953 . 19,667
Right of use asset 12 247 86
Investments 13 10 10
25,458 21,011
. Current assets ' ‘
Stocks 14 24,174 16,897
Debtors 15 31,096 - 21,735
. Pensions and similar obligatidns - 20 68,150 93,367
‘ 123,420 131,999
Credi tors: Amounts fallmg due within one year 16 . {(44,061) (34,055)
; Net current assets 79,359 97,944
Tota! assets less current l'labllltles. : 104,51’7 118,955
~ Creditors: Amounts falling due after more than one year 17 (170) - (48)
Provisions for Iaabllltles ' - 18 {4,632) (1,428)
Net assets 100,015 117,479
Equity .
" . Called up share capital 21 ~ 10,800 10,800
Profit and loss account 89,215 " 106,679
Total Shareholders’ funds - 100,015 117,479

* See note 27 fdr details of the restatement.

The notes_on‘pages 18 to 50 form part of these financial staiements

The financial statements on pages 14 to 50 were approved by the board of dlrectors on 22 August

2024 and were signed on its behalf by: -

‘ DocuSigned by: s
E(A?Md e v

| Asghar
Director
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HS Marston Aerospace Limited

Statement of changes in e‘quity' ‘
For the year ended 30 November 2023

[N

Called up A
share Profit and Total
capital loss Shareholders’
(Note 21) . account funds
£'000 £'000 - £'000
Balance at 1 December 2021 A _ . _ 10,800 136,584 147,384
Profit for the financial year. o - 2600 2,600
Other comprehensive expense for the ﬂhancial year .
-~ Actuarial loss on pension scheme . ‘ ‘ s - (44,770) ) (44.770)
- Deferred tax on pension surplus - =’ - 11,193 -~ 11,193
Total comprehensive expense for the financlal year , - (30,977) (30,977)
Capital contribution* L ' - 1,134 1134
Deferred tax on capital contribution o N (7)) (62)
éalance at 30 November 2022 - 10,800 106,679 117,479 _
Profit for the financial year - L : - 3,360 3,360
Other comprehensive expense for the financial year A
- Actuarial loss on pension scheme . o . (27.765) ©  .(27.765)
" . Deferred tax on pension surplus . - - ' © 6,941 - 6,941
Total cpmprehénslv,e expense for the financial year : . (17,464) (1 7-,464$

Balance at 30 November 2023 ‘ : -~ 10800 . 89215 . 100,015

_* Following the transfer of pension assets and liabilities from Delavan Limited on 22 December 2021,
a capital contribution has been recognised representing the difference between the book value as at
" 31 December 2021 and the amount paid by the Company. The Company paid £975,000 and received
" £2,109,000 pension assets and obligations from the other companies which resulted in a gain of
£1,134,000. . : ’ o

o
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HS Marston Aerospace lelted

'Notes to the financial statements .
- For the year ended 30 November 2023

1.+ Accounting policies

HS Marston Aerospace Limited (‘the company’) provides Aeraplane Parts for Intercompany and
Commercial customers across the worid, but predominantly in the UK and USA.

The company is a private limited company limited by shares and is incorporated and domiciled in -
England, United Kingdom. The address of its registered office is Wobaston Road, Fordhouses,
Wolverhampton WV10 6QJ. .

The principal accounting policies are summarised below: They have all been applied conslstently
throughout the year and all the years presented, unless othenmse stated.

Basis of accounting

The company meets the definition of a qualifying entity under FRS 100 (Financial Reporting Standard
100) issued by the Financial Reporting Councit. )

These ﬁnanclal statements have been prepared in accordance with Financial Reporting Standard 101
‘Reduced Disclosure Framework’ (FRS 101). The financial statements are therefore prepared in -
accordance with the Companies Act 2006 as applicable to companies using FRS 101.

Th'e financial statements have been prepared on the historical ¢ost basis. Historical cost is generally
based on the fair value of the.consideration given in exchange for the goods and services.

Fair value is the price that would be received to sell an asset or paid to transfer a Ilabillty in an orderiy
transaction between market pariiclpants at the measurement date, regardless of whether that price is
directly observable or estimated using another valuation technique. In estimating the fair value of an
asset or a liability, the company takes into account the characteristics of the asset or liability if market
participants would take those characteristics into account when pricing the asset or liability at the
measurement date. Fair value for measurement purposes in these financial statements-is determlned
on such a basis, except for share-based payrhent transactions that are within the scope of IFRS 2,
leasing transactions that are within the scope of IFRS 16, and measurements that have some
similarities to fair value but are not fair value, such as net recognised value in 1AS 2 or value in use in
IAS 36. .

In addition, for financial reporting purposes, fair value measurements are recognised into Level 1, 2 or
'3 based on the degree to which the inputs to the fair value measurements are observable and the
_significance of the inputs to the fair value measurement in its entirety, which are described as follows:

. Level 1 inputs are quoted prices (unadjusted) in active markets for ldentlcal assets or
liabilities that the entlty can access at the measurement date;

. Level 2 inputs are inputs, other than quoted pnces included within Level 1, that are
observable for the asset or liability, either directly or indirectly; and

. Level 3 inputs are unobserv;able inputs for the asset or liability.
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. HS Marston Aerospace lelted

Notes to the financial statements .
For the year ended 30 November 2023

1. Accounting policies (continued)

As permitted by FRS 101, the cbmpany has taken advantage of some of the disclosure exemptions -
available under that standard. The key exemptions taken are as follows: :

IFRS 3 - not to restate business combinations before the date of transition
IFRS 7 - financial instrument disclosures :
IFRS 13 - disclosure of valuation techniques and inputs used for fair value measurement of assets
and liabilities
IAS 1 - information on management of capital
IAS 7 - statement of cash flows :
-1AS 8 — disclosures in respect of new standards and interpretations that have been issued but are not
yet effective

_'IAS 24 - disclosure of key management compensation and for related party disclosures entered info .
between two or more members of a group
1AS 1 - the requirement to present roll forward reconciliations in respect of share capital
IAS 16 - the requirement to present roll forward reconcﬂlatlons in respect of property, plant and
equipment .
IFRS 15 — paragraphs 110b, 113a, 114 115,118, 119 a-c, 120 127 129
IAS 36 - paragraphs 130(f)(|l) 130(f)(iii), 134(d) to 134(f) and 135(c) to 135(e) disclosures around

_ impairment of assets

Where required, equivalent disclosures are given in the group financial statements of RTX
Corporation. The group financial statements of RTX Corporation are avaulable to the public and can
" be obtained as set out In note 26. .

The ﬁnanclal statements contain_infonnation about HS Marston Aerospace Limited, as an individual
company and do not contain consolidated financial information as the parent of a group. The
company is exempt under section 401 of the Companies Act 2006 from the requirement to prepare
consolidated financial statements as it and its subsidiary undertakings are included by full
consolidation in the consolidated financial statements of its ultimate parent, RTX Corporation, a
company incorporated in the United States of America.

Adoption of new and fevtsed Standards

No new accounting standards, or atnendments to accounting standards, or IFRIC interpretations that
are effective for the year ended 30 November 2023 have had a material impact on the company.
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HS Marston Aerospace Limited

~ Notes to the financial statements -
For the year ended 30 November 2023

1. Accounting policies (continued)
Going ooneem

The Company'’s business activities, together with the factors likely to affect its future development,
performance and position are set out in the strategic report. The strategic report also describes the
financial position of the Company; its cash flows, liquidity position and borrowing facilities; the
‘Company’s objectives, policies and processes for managing its-capital; its financial risk management:
objectivés; details of its financial instruments; and its exposure to cash flow risk, credit risk and -
quuudvty risk:

The Company meets its day to day working capital requurements through a cash pooltng arrangement
which is centrally managed by its ultimate parent undertaking.

The directors have a reasonable expectation that the Company has adequate resources to contmue
in operational existence for the foreseeable future. Thus they continue to adopt the going concem
basis of accounting in preparing the annual financial statements.

Research and development expenditure

Expenditure on research activities is recognised as an expense in the period in which it is incu}red.'
An internally—geherated intangib!e asset anslng from the company’s engineering development (or from
the development phase of an internal project) is recogmsed if, and only if, all of the following
conditions have been demonstrated:

. the technlcal feasibifity of completmg the intangible assets so that it will be available for’

‘use or sale;

the intention to complete the intangible asset and use or sell it;

the ability to use or sell the intangible asset;’

how the intangible asset will generate probable future economic benef ts;

the availability of adequate technical, financial and other resources to complete the

development and to use or sell the intangible assets; and

. the ability to measure reliably the expendlture attributable to the intangible asset dunng its
development.

The amount initially recognlsed for internally-generated intangible assets is the sum of the
expenditure incurred from the date when the intangible asset first meets the recognition criteria listed
above. Where no internally-generated intangible asset can be recognised, development expenditure
is recognised in the profit and loss in the period in which it is incurred. Subsequent to initial
recognition, internally-generated intangible assets are reported at cost less accumulated recognised
and accumulated impairment losses, on the same basis as intangible assets that are acquired
separately. Intangible assets of this class are amomsed over a three year period which is consrstent
with the useful economic life of the asset.

De‘feco‘gnltlon of intangible assels
An intangible asset is de-recognised on disposal, or when no future economic benefits are expected
from use or disposal. Gains or losses arising from derecognition of an intangible asset, measured as

the difference between the net disposal proceeds and the ' carrying amount of the asset, recogmsed in
pmﬁl or loss when the asset is recognised. -
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HS Marston Aerospace leited

Notes to the ﬂhanclal statements
~ For the year ended 30 November 2023

1. Accountlng pollcles (contlnued)
Tanglble assets

Land and bulldmgs held for use in the production or supply of goods or services, or for administrative
purposes, are stated in the balance sheet at cost. Depreciation on buildings Is charged to the profit -
and loss account.

Properties in the course of construction for production, supply or administrative purposes, or for
purposes not yet determined, are carried at cost and any recognised impairment loss. Cost includes -
professwnal fees and, for qualifying assets, borrowing costs recognised in accordance with the
company's accounting policy. Depreciation of these assets, on the same basis as other property
.assets, commences when the assets are ready for the:r intended use. Freehold land is not
"depreciated.

‘Fixtures and equupment are stated at cost less' accumulated depreclatnon and any recognlsed
impalrment loss. ) _
" Depreciation is provided on all tangible fi f xed assets, other than freehold land, at rates calculated to
write off the cost of each asset, less any residual value, on a straight-line basis over its expected
useful life, as follows: *

Land and building improvement 40 years

Machinery and equipment T 3-12 years

Tooling - Tyears

Fumiture and fixtures 3-10 years

Software . 3-5years

Capital work in progress * no depreciation charge until transferred to appropriate class

of assetupon completlon
Useful lives are rewewed and adjusted if appropriate, at the end of every repomng penod
Impairment of tangible and Intanglble assets

At each balance sheet date, the Company reviews the carrying amounts of its tangible and intangible
assets to determine whether there is any indication that those assets have suffered an impairment
loss. If any such indication exists, the recoverable amount of the asset is estimated to determine the
extent of the impairment toss (if any). Where the asset does not generate cash flows that are
independent from other assets, the company estimates the recoverable amount of the cash-

. generating unit to which the asset belongs. An intangible asset with an indefinite useful life is tested
for impairment at least annually and whenever there is an indication that the asset may be impaired.

Recoverable amount is the higher of fair value less costs to sell and value in use. In assessing value
in use, the estimated future cash flows are discounted to their present value using a pre-tax discount
rate that reflects current market assessments of the time value of money and the risks specific to the
asset for which the estimates of future cash flows have not been adjusted.

if the recoverable amount of an asset (or cash-generating unit) is estimated to be less than its
carrying amount, the carrying amount of the asset (or cash-generating unit) is reduced to its
recoverable amount. An impairment loss is recognised immediately in profit or loss, unless the
relevant asset is carried at a revalued amount, in which case the impairment loss is treated as a
- revaluation decrease. :
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HS Marston Aerospace Limited

Notes to the financial statements
For the year ended 30 November 2023

1. Accounting policles (continued)
Impalrment of tanglble'and Intangible assets (continued)

. Where an impairment loss subsequently reverses, the carrying amount of the asset (or cash-
generating unit) is increased to the revised estimate of its recoverable amount, but so that the
increased carrying amount does not exceed the carrying amount that would have been determined
had no impairment loss been recognised for the asset (or cash-genarahng unlt) in prior years. A
reversal of an impairment loss is
recognised immaediately in profit or loss, unless the relevant asset is camed at a revalued amount, in
which case the reversal of the impairment loss is treated as a revaluation increase.

Investments

Except as stated below, fixed asset investments, including investments in subsidiaries and
associates, are shown at cost less provision for Impalrment Current asset investments are stated at
the lower of cost and net realisable value.

Impairment reviews are carried out by the directors on an annual basis, or when there is indication
that impairment may have occurred. :

Stocks

Stocks are stated at the lower of cost and net recognised value. Cost includes materials, direct labour
and'an attributable proportion of manufacturing overheads based on normal levels of activity. Net
recognised value Is based on estimated selling price, less further costs expected to be incurred to
completion and costs to be incurred in marketing, selling and distribution. Provision is made for
obsolete, slow-moving or defective items where appropriate

Taxation

Current tax, UK corporation tax, is provided at amounts expected to be paid- (or recovered) using the
tax rates and laws that have been enacted or substantively enacted by the balance sheet'date. The
tax currently payable is based on taxable profit for the year.

Taxable profit differs from net profit as reported in the income statement because it excludes items of
income or expense that are faxable or deductlble in other years and it further excludes items that are
never taxable or deductnble

Deferred tax is lhe tax expected to be payable or recoverable on differences between the carmrying
amounts of assets.and liabilities in the financial statements and the corresponding tax bases used in
the computation of taxable profit and is accounted for using the balance sheet liability method.
Deferred tax liabilities are generally recognised for all taxable temporary differences and deferred tax
assets are.recognised to the extent that it is probable that taxable profits will be available against
which deductible temporary differences can be recognised. Such assets and liabilities are not .
recognised if the temporary difference arises from the initial recognition of goodwill or from the initial
recognition (other than in a business combination) of other assets and liabilities in a transactlon that

- affects neither the taxable profit nor the accountmg profit.

The carrying amount of deferred tax assets is reviewed at each balance sheet date and reduced to

the extent that it is no longer probable that sufficient taxable profits will be available to allow all or part
of the asset to be reooverecl
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HS Marston Aerospace Limited |

Notes to the financial statements
.For the y_earended 30 November 2023

1. Aecount_lng policies (continued)
Taxation (contlnued) '

Deferred tax is calculated at the tax rates that are expected to apply in the period when the Iiablllty is
settled or the asset is recognised based on tax laws and rates that have been enacted or
substantively enacted at the balance sheet date. Deferred tax is charged or credited in the income:
statement, except when it relates to items charged or credited in other comprehensive income, In
which case the deferred tax is also dealt with in other comprehensive income. :

The measurement of deferred tax liabilities and assets reflects the tax consequences that wbuld
follow from the manner in which the company expects, at the end of the reporting. penod to recover or
settle the carrying amount of its assets and liabilities.

" Deferred tax assets and liabilities are offset when there is a legally enforceable right to set off current
tax assets against current tax fiabilities and when they relate to income taxes levied by the same
taxation authonty and the Company intends to settle its current tax assets and liabilities on a net

_basis.

Current tax and deferred tax for the year

Current and deferred tax are recognised in the profit or loss, exoept when they relate to items that are
recognised in other comprehensive income or diractly in equity, in which case, the current and
deferred tax are also recognised in other comprehensive income or directly in equity respectively.

Revenue recognition

Revenue is measuréd at the fair value of the consideration received or receivable and represents
amounts receivable for goods supplied, stated net of discounts, returns and value added taxes. The
company recognises revenue when performance obligations have been satisfied and for the company
this is.when the goods or services have transferred to the customer and the customer has control of
these. The company's activities are described in detail below. The company bases its-estimate of the
return on historical results, taking into eonsnderatmn the type of customer, the type of transaction and
the specifics of each arrangement

Sale of goods

The company manufactures and sells a range of heat exchangers and fluid management systems.
Sales are recognised when control of the products has transferred, being when the products are
delivered to the customer, the customer has full discretion over the channel and price to sell the --
products, and there is no unfulfilled obligation that could affect the customer's acceptance of the
products. Delivery occurs when the products have been shipped to the specific location, the risks of
obsalescence and loss have been transferred to the customer and either the customer has accepted
the products in accordance with the sales contract, the acceptance provisions have lapsed, or the
company has objective evidence that all criteria for acceptance have been satisfied. .

! Perfonnance obligations are satisfied over time if the customers recelve the benefits as we perform
work, if the customer controls the asset being worked on, or if the product being produced for the
customer has no alternative use and we have a contractual right to payment. Revenue is recognised
for our maintenance, repairs and overhaul contracts on an over time basis using the cost incurred to
represent work performed which corresponds with and best depicts transfer of control to the
customer. Costs include labour, materials, and other direct costs.
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" HS Marston Aerospace Limited

Notes to the financial statemenfS‘
For the year ended 30 November 2023

1. - Accounting policies {continued)
" Sales of services

Revenue from providing services is recognised in'the accounting period in which the services are
rendered. For fixed price contracts, revenue is recognised based on the actual service provided to the
end of the reporting period as a proportion of the total services to be provided because the customer
receives and uses the benefits simultaneously. This is determined based on actual labour hours spent
relative to the total expacted Iabour hours. : .

Some contracts include multiple deliverables, such as the sale of equipment and related installation
services. However, the installation is simple, does not include an integration service and could be

- performed by another party. Itis therefore accounted for as a separate performance obligation. Where .
the contracts include multiple performance obligations, the transaction price will be allocated to each .
performance obligation based on the stand alone selling prices. Where these are not directly
observable, they are estimated based on expected cost plus margin. If contracts include the
installation of equipment, revenue for the equipment is recognised at a point in time when the
hardware Is delivered, the legal tile has passed and the customer has accepted the hardware.

Estimates of revenues, costs or extent of progress toward completion are revised If circumstances
change. Any resulting increases or decreases in estimated revenues or costs are reflected in profit or
loss in the period in which the. clrcumstances that gwe rise to the revision become known by -
managemant .

In case of fixed price contracts, the customer pays the fixed amount based on a payment schedule. If .
the services rendered by the company exceeds the payment, a contract asset is recognised. If the
payments exceeds the services rendered, a contract liability is recognised.

If the contract includes an hourly fee, revenue Is recognised in the amount to which the corhpahy has
a right to invoice. Customers are invoiced on a monthly basls and consideration is payable when
|nv0|ced :

Penslon costs

For defined contribution schemes the amount charged to the profit and loss account in respect of.
pension costs and other post-retirement benefits is the contributions payable in the year. Differences
..~ between contributions payable in the year and contnbutlons actually paid are shown as elther
" accruals or prepayments in the balance sheet ) .

For defined benefit retirement benefit schemes, the cost of providing benefits.is determined using the
Projected Unit Credit Method, with actuarial valuations being carried out at the end of each reporting
period. Remeasurement comprising actuarial gains and losses, the effect of the asset ceiling (if

~applicable) and the return on scheme assets (excluding interest) are racognised immediately in the
balance sheet with a charge or credit to the statement of comprehensive income in the period in

- which they occur. Remeasurement recorded in the statement of comprehensive income is not
recycled. Past service cost is recognised in profit or loss in the period of scheme amendment. Net-
interest is calculated by applying a discount rate to the net defined benef t liability or asset. Defined
benefit costs are splnt into three categones

* = current service cost, past-service cost and gains and losses on curtallments and settlements;

- net-interest expense or income; and
. —remeasurement.
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HS Marston Aerospace Limited

Notes to the financial statements
For the year ended 30 November 2023 .

1. Accountlng pollcies (contlnued)
Pension costs {continued) '

. The company presents the first two components of defined benefit costs within cost of sales and
administrative expenses (see Income Statement) in its income statement. Curtailments gains and
losses are accounted for as past-service cost..

Interest expense or inoome is recognised within finance costs and interest receivable (see note 7and
8). - . .

Foreign currency

" The financial statements are presented in pounds sterling, which is the currency of the primary
economic environment in which the Company operates (its functional currency):

Transactions in currencies other than the functional currency are recorded at the rate of exchange at
the date of the transaction. Monetary assets and liabilities denominated in foreign currencies at the _
balance sheet date are reported at the rates of exchange prevailing at that date. Non-monetary items
that are measured in terms of historical cost in a foreign currency are not retranslated. . N

Exchange differences are recognised in the profit and loss accountin the period in which they arise
except for:

. exchange differences on foreign currency borrowings relating to assets under construction for
future productive use, which are included in the cost of those assets when they are regarded as an
adjustment to interest.costs on those foreign currency borrowings; and

. exchange differences on transacttons entered into to hedge certain foreign currency risks.

lnterest payable and similar expenses

As explained below, where financial liabilities are measured at amortised cost uslng the effectlve
interest method, interest expense is recogmsad onan effectlve yield basis in the income statement
within finance costs. -

All other bonowmg costs are recognised in the profit and loss account in the period in which they ' are
lncurred ’

Flnanclal Instruments

A financial instrument is any contract that gives rise to a financial asset of one entity and a financial

. liability or equity instrument of another entity. Financial assets and financial liabilities are recognised
in the company’s balance sheet when the company becomes a party to the contractual provisions of
‘the instrument.

Flnanclal assets

Financial assets are classified into the following specuﬂed categories: at fair value through profit or
‘loss

(FVTPL); fair value through other comprehensuve income (FVOCI). The classification depends on the
purpose for which the financial assets were acqunred Management determines the classification of its
financlal assets at initial recognition.

-25




Dooﬁsign Envelope ID: BFAQOBF&-SOM-«10-878C-EEDA5F25F$62
HS Marston Aerospace Limited

Notes to the financial statements
- For the year ended 30 November 2023

i. - Accounting policies (continued)

Financial assets at fair value through profit or loss or at fair value through other.

comprehensive

income

Financial assets at fair value through other compréhensive income (FVOCI) comprise:

« Equity securities whlct\ are not held for tradtng, and which the company has irrevocably elected at
initial recognition to recognise in this category. These are strategic investments and the company
oonsu!ers this classifi catlon to be more relevant.

. Debt secuntles where contractual cash flows are solely principal and interest and the objective of the -
_company's business mode| is achieved both by collecting contractual cash flows and selling ﬁnanclat
-assets. .

. Financlal assets at amortised cost -

The company dassrf ies its financial assets as at amortlsed cost only if both of the tollowlng criteria are
met . .

« the asset is held wnthm a business model whose objectlve isto collect the contractual cash flows,
. and

« the contractual terms give rise to cash flows that are solety oayments of principal and interest.
Financlal assets at falr value through broﬂt and loss '
The follthng financial assets are dassiﬁed at fair value through proﬁt or loss (FVTPL):
. debt mvestments that do not quallfy for measurement at either amortised cost
- eqwty lnvestments that are held for tradlng. and ‘
. eqmty investments for which the entity has not elected to recognise fair vatue gains and losses
through
OCl..
Impélrment of ﬂ;tanclal assets

A . Assets carried at amortlsed cost

The company assesses, at the end of each reporting period, whether there is objecttve evidence that
a flnanmal asset or group of financial assets is impaired.

Trade and other recelvables

Trade and other receivables are amounts due from customers for merchandise sold or services
performed in the ordinary course of business. If collection is expected in one year or less (or in the
normal operating cycle of the business, if longer), they are classified as current assets. If not, they are
presented as noncurrent assets.

Trade and other receivables are recognised initially at fair value and subsequently measured at

amortised cost using the effective interest method, less provision for lmpalrment
\. . . .
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H.S' AMarston' Aerospace Limited

Notes to the financial statements , o
For the year ended 30 November 2023

1. Accounting policies (continued)
Trade and other receivables (continued)

The company applies the IFRS 9 simplified approach to measuring expected credit losses whlch uses
a lifetime expected loss allowance for all trade receivables.

To measure the expected credit losses, trade and other,reoeivables nave been grouped based on
shared credit risk characteristics and the days past due. The group has concluded that the expected
loss rates for trade and other receivabies are a reasonable approximation of the loss rates.

Leases

The company leases vehieles Rental contracts are typically made for fixed periods of 6 months to 10
years but may have extensuon options.

Contracts may contaln both lease and non-lease components. The company allocates the .
consideration in the contract to the lease and non-lease components based on their relative stand-
- alone prices. A lessee may elect an accounting policy, by asset class, to include both the lease and
non-lease components as a single component and account for it as a lease (thus eliminating the
s pncmg allocation). The Company has adopted this acoountlng policy election for equlpment leases
only. .

Lease terms are.negotiated on an individual basis and contain a wide range of different terms and
conditions. The lease agreements do not impose any covenants other than the security interests in
the teased assets that are held by the lessor. Lease assets may not be used as security for borrowing
purposes. :

Until the 2018 financial year, leases of vehicles were classified as either finance leases or operating
leases. From 1 January 2019, leases are recognised as a right-of-use asset and a corresponding -
liability at the date at which the leased asset is available for use by the company.

Assets and llabllltles arising from a lease are initially measure on a present value basis. Lease
habillties include the net present value of the following lease payments

e Fixed. payments (including m-substance fixed payments), less any.lease incentives

" receivable;

¢ Variable lease payments that are based on an index or a rate, initially measured uslng the
index or rate as at the.commencement date;
Amounts expected to be payable by the company under residual value guarantees;
The exercise price of a purchase option if the company is reasonably certain to exercise that
option; and

+ Payments of penalties for termmatmg the lease, afthe lease term reflects the company '
exercising that option.

Lease payments to be made under reasonably certaln extenslon options are also mctuded in the
measurement liability. . .

The lease payments are discounted using the interest rate implicit in the lease. If that rate cannot be

" readily determined, which is generally the case for leases in the company, the lessee's incremental
borrowing rate is used, being the rate that the individual lessee would have to pay to borrow the funds
necessary to cbtain an asset of similar value to the right-of-use asset in a similar economic
environment with similar terms, security and conditions.
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HS Marston Aerospace Limited

: Notes to the financial statements .
For the year ended 30 November 2023

1. Accounting policies (continued)
.Leases (contlnued) -

The company is-exposed to potentlal future increases in variable lease payments based on an index
or rate, which are not included in the lease liability until they take effect. When adjustments to lease
payments based on an index or rate take effect, the lease liability is reassessed and adjusted against
the right-of-use asset. .

Lease payments are allocated between principal and fi inance cost. The finance cost is charged to -
profit or loss over the lease period so-as to produce a constant periodic rate of intereston the
remaining balance of the lease for each period.

Right—of—use assets are measured at cost comprising the following:

The amount of the initial measurement of the lease liability;

Any lease payments’ made at or before the commencement date less any lease incentives
received;

Any initial direct costs; and

Restoration costs. )

Right-of-use assets are generally depreciated over the shorter of the asset's useful life and the lease
term on a straight-line basis: If the company is reasonably certain to exercise a purchase option, the
right-of-use asset is deprecnated over the underlylng asset's useful life.

Payments associated with short-term leases of equipment and vehicles and all leases of low-value
assets are recognised on a straight-line basis as an expense in the profit or loss. Short-term leases
are leases with a lease term of 12 months or less. Low-value assets comprise of IT equipment.

Provisions

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

The amount recognised as a provision is the best estimate of the consideration required to settle the .
present obligation at the balance sheet date, taking into account the risks and uncertainties
surrounding the obligation. Where a provision is measured using the cash flows estimated to settle
the present obligation, its carrying amount is the present value of those cash flows.

When some or all of the economic benefits requnred to settle a provlslon are expected to be recovered
from a third party, a receivable is recognised as an asset if it is virtually certain that reimbursement will
be received and the amount of the receivable can be measured reliably. Provisions are discounted .
where the impact of discounting is material..

-Onerous contracts

' Present obligations arising under onerous contracts are recognised and measured as provisions. An
onerous contract is considered to exist where the Company has a contract under which the
unavoidable costs of meeting the obllgatlons under the contract exceed the economic benefits
expected to be received under it. .
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HS Marston Aerospace Limited

Notes to the financial statemerits ,
For the year ended 30 November 2023

1'. Accounting policies (contlnued)
Warrantles

Provisions for the expected cost of warranty obligations are recbgmsed at the date of sale of the
relevant products, at the directors' best estimate of the expenditure required to settle the Company’s
obligation.

2. Critical accounting jﬁdgements and key sources of estimation uncertainty .

In the application of the Company’s accounting policies, which are described in note 1 above, the
directors are required to make judgements, estimates and assumptions about the carrying amounts of
assets and liabilities that are not readily apparent from other sources. The estimates and associated
assumptions are based on historical experience and other factors that are considered to be relevant.
Actual results may differ from these _estimates. - :

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

Crltlcal ]udgements in applying the company’s accounting policles

The foliowing are the critical judgements, apart from those involving estimations (which are dealt with
separately below), that the directors have made in the process of applying the Company’s accounting
policies and that have the most significant effect on the amounts recognised in financial statements .

Defined Benefit Pension Scheme

The company has an obligation to pay pension benefits to certain employees. The costs of these
benefits and the present value of the obligations depend on a number of factors, including: life
expectancy, asset valuations and the discount rate on corporate bonds. Management estimates these
factors in determining the net pension obligation in the balance sheet. The assumptions reflect ‘
historical experience and current trends. See note 20 for the disclosures of the defined benefit
scheme. . .

Deflned Benefit Penslon Assets

Included in the other / unquoted asset class is the value of the Plan's holding in a Secure Income -
Fund. The fund's latest audited financial statements included a disclaimer of opinion regarding the
valuation of its investment in a Ground Rent Unit Trust. This is a result of possible implications of the
Building Safety Act 2022 and its secondary legislation, such as the Leasehold and Freehold Reform
Bill. Subsequent to year end, the valuation of the investment property portfolio within the Ground
Rents Fund remains subject to a material valuation uncertainty. The value of the Secure Income Fund

. apportioned to the pension assets of the company is £32,400,000. This includes exposure to the

. Ground Rent Unit Trust (estimated £4,500,000) linked to an uncertainty valuation from its valuer. In

- determining the impact to the company, management has reviewed sensitivity analysis performed by
the investment Manager, concluding that the estimated impact would be a potential reduction in the
asset value up to £2,700,000 when factoring in the proportion of assets allocated to the company, and
subsequent information. Management concludes that the valuation of the pension asset i is
management's best estimate of its fair value at the balance sheet date.

- Included wuthin the pension scheme assets at year end are two asset backed contribution
arrangements. The assets are valued using an actuarial approach with discounted cash flows. The
data inputs and assumptions are judgemental which can impact the estimated value of the assets.
These include the discount rate and prabability of cash flows being received based on a stochastic
analysis from December 2022 being the best available information to the company and best estimate
of fair value. The valuations are performad by independent advisors.
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HS M_arsion Aerospace Limited

Notes to the financial statements
For the year ended 30 November 2023

2.  Critical accounting judgements and key sources of estimation uncertalnty (contlnued)

‘"

Deﬂned Benefit Penslon Assets (contlnued)

* The payment of the coupons and the redemption payment are conditional on the funding leve! of the
‘schemae on a “buy out’ basis (the estimated cost of securing annuities to match the liabilities of the
scheme) in the future. As such it may be that not all these payments are made in the future (or are not.’
paid in full). The Trustees’ covenant advisors provided a valuation which includes an allowance for the
_probability that future cashflows from the Asset Backed Contribution (ABC) are not.paid in full, based
on the most recently available stochastic analysis of the future funding feve! of the scheme performed
by the actuarial and investment advisors to the Trustees’. The actuarial report is based on the
Scheme's funding level as at 31 December 2022, and the ‘Company is comfortable using these
probabilities for the current year end, considering the minimal changes in funding level and asset
strategy since that date. The valuation performed by Trustees' oovenant advisors is based on market
conditions as at the 2023 year-end date.

The view of the Company is that this valuation falls within the definition of an acceptable fair value for
the ABC at the accounting date and no independent modelling has been undertaken on behalf of the
Company. Changes in the asset strategy by the Trustees’ need to be discussed with the Companiy in
advance ‘

Net Defm Benefit Surplus

The net defined benefit surplus of £68,150,000 (2022: £93 367,000) is recogmsed to the extent that
the company ultimately have ability to access the surplus assets via a refund.

In 2016, the Company received legal adwce in respect of the recognition of surplus in light of IFRIC
14. This advice confirmed that the Trustess’ do not have a unilateral right to surplus. Based on this
advice, and in line with the disclosures for the year ending 30 November 2022, no asset ceiling has
been applied to the Net Defined Benefit Asset based on the current version of IFRIC 14.

Key sources of estimation uncertainty

The key assumptions concerning the future, and other kéy sources of estimation uncertainty at the
balance sheet date, that have a significant risk of causing a material adjustment to the carrying
amounts of assets and liabilities within the next financial year, are discussed below.

Useful economic lives of properties, plant and equipment

The annual depreciation charge for property, plant and equipment is sensitive to changes in estimated
useful economic lives of the assets. The useful lives of the assets are assessed on an annual basis
and are amended when necessary to reflect current estimates. See note 11 for the carrying amount
for the property, plant and equlpment and note 1 for the useful economic lives for each dass of
assets. .

Useful economic lives of right of use assets : o

Right-of-use assets are generally depreclated over the shorter of the asset’s useful life and the lease
term on a straight-line basis. if the company is reasonably certain to exercise a purchase option the
nght-of-use asset is depreciated over the underlying asset’s useful life. ‘

The company has an obligation to pay pension benefits to certain emp!oyees. The costs of these
benefits and the present value of the obligations depend on a number of factors, including: life
expectancy, asset valuations and the discount rate on corporate bonds. Management estimates these
factors in determining the net pension cbligation in the balance sheet. The assumptions reflect
historical expenenoe and current trends See note 20 for the disclosures of the defined benefit
scheme.
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HS Marston Aerospace Limited

Notes to the financial statements
For the year ended 30 November 2023

2. Critical accounting judgements and key sources of estlmatlon uncertainty (contlnued)
Stock provlsloning

The company’s principal activity during the year was the manufacture, design and service of heat -
exchangers and fluid management systems for the aerospace industry. As a result it is necessary to
consider the recoverability of the cost of the stock and the associated provisioning required.
Management consider the nature and condition of stock, as well as apply assumptions around
expected future demand for the stock, when calculating the level of stock provisioning. See note 14
for the net carrying value of stock and associated provision.

Impairment of Trade recelvables

The company makes an estimate of the recoverable value of trade and other debtors. When

assessing impairment of trade and other receivables, management considers factors including the

_ credit rating of the receivable, the age profile of the receivable and historic experience. See note 15
for the net carrying amount of the receivables and the associated |mpa|rmem provision.

Impalrment ‘of indefinite lived Intanglble assets

Determining whether the company's goodwill balance is impaired requires astimations of the

revenues included within the forecasts to assess the asset's value in use. The value in use

calcutations require the entity to estimate the future cash flows expected to arise and suitable

- discount rates in order to calculate present values. The carrying amount of goodwill at the balance

. sheet date was £1,248,000:(2022: £1,248,000) with no impairment loss recognised in 2023 (2022:
* £nil).

- Recoverablllty of Intercémp‘any receivables A

Management reviews the recoverability of intercompany receivables at the balance sheet date. The
evaluation requires the use of estimation based on a credit assessment of the probability of defauit of
the counterparty. The carrying amount of loans to other group companies at the balance sheet date
was £7,404,000 (2022: £5,595,000) with no provision considered necessary in 2023 or 2022.
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. HS Marston Aerospace Limited

Notes to the financial statements
For the year ended 30 November 2023

3. ‘Turnover

An analysis of the Company'’s turnover is as follows:

. 2023 2022
_ £'000 . £'000
Sales of goods S C : - 88,303 65,088
" * Rendering of services ' o . . : 3,984 - 3,445
' : - 90,287 68,533
, An analysis of the Company’s tdrriover By class of business Is set out below: o
2023 2022
£'000 £'000
Production , T 89,011 67,041 -
Engineering : . : C : 1,276 1,492
i ' 90,287 68,533 -
An analysis of the Company’s turnover by geographiéal market is set out below. .
' 2023 2022
‘ £000 £000
United Kingdom ‘ S 68841 7,231
Rest of Europe - : i , 6,378 _ 3711
_North America - ' ' ' . 75,164 56,520
Rest of the World : . .- 1,904 1,071

90,287 68,533

4, : Auditors’' remuneration

Fees payable to PﬁceWaterhouseCoopers LLP for the audit of the company’s anﬁual financial
statements were £52,000 (2022: £51,000).

No n{:n-audit sen}ices have been provided to the company during the year (2022: £nil).
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HS Marston Aerospace lelted

 Notes to the financial statements |
For the year ended 30 November 2023

5. Staff costs

The average monithly number of employees (including executive directors) was: i . .
: o ' -2023 . 2022
, Nur_anr Number
. Manufacturing - . ' 272 217
Administration ' _ ‘ o 145 - 109
- o : Co : 417 326

~T’heir aggregate remuneration c‘omprisedf C o
o . 2023 2022
£000 £'000
Wages and salaries ' : : " 18,935 14,285
Social security costs , : - o 2,021 1,568
: Other pension costs S L 1,3 3,553
! S . ' ‘ - 22,347 19,406

‘Other pension costs’ includes only those items mcluded within operatmg costs. Items reported
elsewhere have been excluded.

Directors’ remuneration and transactions

2023 2022

. - £000 . . £000
Directors’ remuneration . ’ '
Emoluments : ‘ : o 337 330 -
Company contributions to money purchase pension schemes . 23 23

. ' 360 353

Two directo}s are executives of the company and their remuneration is disclosed (2022: two).

] The remaining two directors are executives of the company and-also non-executive directors of a
', large number of fellow companies for which they carry on work. They are paid by overseas other
. group undertakings which makes na recharge to the company. -

2023 2022
Number Number

The number Of,dlrecior_s who:
Are members of a monéy burchase pension scheme ' : , ’ 2 : "2
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HS Marston Aerospace Limited .

'Notes to the financial statements
For the year ended 30 November 2023

5. Staff costs (continued) :
2023 . 2022 -
£'000 £000
Remuneration of the highest paid dlrector : .
Emoluments and amounts (excluding shares) under long term mcentnve " 192 177 ’
schemes ‘ :
Company contributions to money purchase pension schemes . 13 - 12 .
No transactions have been completed with directors during the year (2022: none). '
There was no compénsation‘ for loss of office during the year (2022: none). )
6. . Operating profit ‘ . s
. e, / .
Operating profit is stated after charging / (crediting): : - . .
g ‘ . 2023 2022
£°000 £'000
Net foreign exchange losses/ (gains) : ' o 277 S 7
Depreciation of tangible assets (note 11) ' : 22717 1,734
-Depreciation of right-of use assets (note 12) ‘ 57 37
" Loss on disposal of fixed assets (note 11) S 5 -
- Research and development - - - : . 646 ) 387
. Impairment of inventory (note 14) - I ’ . , 1,580 . 1,210
Staff costs (note 5) - ‘ : . ' I 22,347 . 19,406
7. interest receivable and similar income A
o . 2023 2022
- ‘ o - . £000 £000
interest receivable from group companies ‘ L - 133
Pensions interest income — retum on assets (note 20) ' 34,450 18,967 .
Other interest recelvable 3 -

34,453 19,100
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HS Marston Aerospace Limited

Notes to the financial statements -
For the year ended 30 November 2023

8. Interest payable an;i similar expeﬁses .
' : 2023 2022
£'000. £'000
Interest payable to group companies 728 39
Penslons interest expense — defined benefit obllgahons (note 20) 30,249 - 16,732
: 30,977 16,771
. _ (- . I
Finance costs have been recognised based on the applicable rates to the Company's intercompany
- cash pooling arrangements. )
9. Tax on. pfoﬂt
1 ‘Tax expﬁnse included in profit or loss: o _
. : : 2023 2022
. £'000 £000
. Current tax’ ) '
UK corporation tax on profit for the year - -
Total current tax ‘. -
Deferred tax
Origination and reversal of tlmmg differences 1.osq 594
Impact of rate change ' 95 187
- Adjustments in respect of prior years’ 1,090 98"
Total deferred tax (see note 19) — 2,283 879
Total tax on profit 2,283 879
. Factors affectlng tax charge for the year
The tax on the proﬁt before tax for the year is hlgher (2022 higher) than the standard rate of
“corporation tax in the UK for the year ended 30 November 2023 of 23.01% (2022: 19%) The
dlfferences are explalned below: _
2023 2022
- £'000 £'000
Profit before taxation 5-.643 . . 3,479
Tax on profit at standard UK corporatlon tax rate of 23.01% (2022 19%) ' 1,298 661
Effects of: '
Expenses not deductible for tax purpos’es 26 1
Group relief for nil consideration (198) (68)
impact of tax rate changes 95 187
Adjustments in respect of prior years . 1,090 98
Tax incentives (28) -
879

Total tax charge for the year

2,283
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HS Marston Aerospace Limited

Notes to the financial statements '
~ For the year ended 30 November 2023

9. Tax on profit (continued)
Factors that may affect future tax charge

In the March 2021 Budget the Government announced that from April 2023 the corporation tax rate
would increase from 19% to 25%. The change had been substantively enacted by the balance sheet
date and hence the impact of any resulting changes to the valuation of any deferred tax assets or
Ilabllltles is reflected wnthin the financial statements.

On 20 June 2023, Finance (No.2) Act 2023 was substantively énacted in the UK, introducing a global
minimum effective tax rate of 15%. The legislation implements a domestic top-up tax and a
multinational top-up tax, effective for accounting periods starting on or after 31 December 2023. The
Company has applied the exception allowed by an amendment to IAS 12 to recognising and
disclosing information about deferred tax assets and Iiabilities related to top-up income taxes.

Tax credit lncluded in other comprehenslve Income

In addltxon to the amount charged to the income statement the foIIowmg amounts relatmg to tax have
been recogmsed in other comprehensive income: .

2023 -2022
£'000 £'000
Deferred tax
Arising on income and expenses recognised in other comprehensuve
income: . ) .
Movement on deferred tax relating to pension deficit o ' '(6.941) (11,193)
Total income tax recognised in other comprehensive income - (6,941) .  (11,193)
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‘ HS Marston Aerospace Limited

Notes to the financial statements .
For the year ended 30 November 2023

10. Intangible 5ssets

‘Goodwill

£'000
Cost
At December 2022 1,248
- At30 November 2023 1,248
Accumulated amortisation and Impalrment
At 1. December 2022 -
" Al 30 November 2023 -
Net b'ook.value
~ At 30 November 2023 1,248
1,248

-At 30 November 2022

Following.the adoptloﬁ of FRS 101, goodwill is no ionger amortised which is different from Companies -

Act for the overriding purpose of giving a true and fair view. Previously the Company amortised
goodwill over 15 years with an annual charge of £683,000.

11. ' Tangible assets
Land and Machinery Tooling Furniture Software Capital Total-
. Building and - and Work In :
Improvement Equipment " Fixtures Progress ,
_ £'000 £'000 £'000 £'000 £000 £'000 £°000
Cost _ ' . ' B
At 1 December 2022 4,118 20,449 2,316 88 382 7,452 34,805
Additions Y4 2,158 .© 2,992 - §6 806 . 6,568
Transfer between ' ’
- classes 84 1,027 132 - - (j.243). -
Disposals I (104) - . (5) - - (109) .
At 30 November 2023 " 4,759 23,530 5,440 83 - 437 7,015 41,264
Acbumulated
Depreclation . . : : . . ,
At 1 December 2022 - 2,366 11,401 =~ 1,116 . 82 173 - - 15,138
Charge for the year . 106 . 1,643 470 - 1 57 - 2,217
Disposals ' - (104) - - - - (104)
At 30 November 2023 2,472 12,940 1,586 - 83 230 - 17,311
- Net book value ) ) )
At 30 November 2023 2,287 10,590 3,854 . 207 - 7,015 23,953
1,200 6 7452 19,667

9,048

209

" At 30 November 2022 1,752

37




Docusign Envelops ID: BFAS08F8-6DB4-4410-878C-EEDASF25F562

HS Marston Aerospace Limited

 Notes to the financial statements
. For the year ended 30 November 2023

12,  Right of use asset

The company has a lease contract for vehldes used in the operations. The amounts recognised in the

financial statements in re!atlon to the lease are as follows:
() - Amounts recognised in the statement of financlal position-
The balance sheet shows the following amounts relating to leases:

" 2023

- 2022
- N £'000 £'000
Right-of-use assets : _ . '
Vehicles - : B , 247 86
o ‘ 247 86
t.easq liabitities ’ _ _ , , ‘
Currerit ' A _ 77 ‘38
- Non-current - e - o : 170 48
] : 247 86
Additions to the right-of-use assets during the 2023 financial year were £228,000 (2022: £94,000).
(il) Amounts recognised in the income statement
The income statement shows the following amounts relating to leases:
' 2023 2022
o : . . . £'000 £'000
Depreclation charge of right-of-use assets A .
Vehicles o : S .87 37
, : S . : 57 37
Interest expense _ ' ) . 4 2
- 2023 2022
: £'000 -£'000
_ Future minimum lease payments as at 30 November are as follows:
Not later than one year - A ' o 38
Later than one year and not later than five years . B 170 48.
~_Total gross payments : : - 247 86
Impact of finance expenses’ . 4 ‘ ' - -
Carrying amount of liability B ) . 247 .86
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Notes to the financial statements
For the year ended 30 November 2023 -

13. .Investmems

£'000
Cost .
At 1 December 2022 10
At30 November 2023 10
Net book Valuo at 30 November 2023 and 30 November 2022

10

Each subsidiary listed has been treated as a subsidiary undertaking because the Groub exercises
dominant influence over this investment, directing it's financial and operating policies.

" Details of the Company'’s subsidiaries at 30 Now)embef 2023 and 2022 are Vas follows.

Name & Reglétered Address -

" Montauk (UK) Investment Holdings Limited .

15 Atholl Crescent, Edinburgh, Midlothian, Unltad

* Kingdom, EH3 8HA

' Farmmgton {UK)- Investments LP
.. 15 Atholl Crescent, Edinburgh, Midlothian, United
- Kingdom, EH3 8HA

" ‘Principal

Activity

fnvestment
holding
company
Acquiring and
holding

interest loans’

Proportion of ' Proportion of
- ownership voting power

Interest " held
% - %
100 © 100

100 100

The investments in subsidiaries are all stated at cost less -provision for impéirment of Nil (2022: nil).

14.’ Stocks .

Raw materials and consumables
Work in progress
Finished goods and goods for resale

2023 2022

£'000 £'000
17,467 11,347
5182 4,426
1,525 1,124

24,174 16,897

The above net stock values include a provision for excess and obsolete stock of £5,866,000 (2022':
-, £4,153,000). There is not a material difference between the carrying value of stock and the

replacement value. '
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Notes to the financial statements

"For the year ended 30 November 2023

5. Debtors .
Amounts falling due within one year: 2023 2022
S C £'000 £000
Trade receivables 4,048 3,495
Amounts owed by group undertakings - 7,404 5,595
Prepayments and accrued income 183 68
VAT 1,612 818
* Current tax 880 . 969
Deferred tax asset (note 19) ) 66 191
: . 14,193 11,136
Amounts owed by group undertakings are unsecured interest free, have no fixed date of repayment
and are repayable on demand.
The company holds no trade and other receivable balance which fall due after more than one year .
except for deferred tax (2022: nil). A
Trade raceivables are stated after provision for impairment of £1 15.000.(2022: 2106.000).
. Amounts falling due after more than one year: 2023 2022
’ £'000 £000
Deferred tax asset (note 19) 16903 10,509
16,903 10,599

" Deferred tax assets are recognlsed to the extent that the reallsatlon of the related tax benefit through

future taxable profit ls probable. The recogmtlon at year end is supported by the Company's cashflow

pr o;ectlons ’

Amounts falling due within one year
Amounts falling due after more than one year
Total Debtors :

2023
‘£'000

14,193 -

16,903

31,006

2022
£000

11,136

10,599
21,735

40



)ocusign Envelope ID: BFAS08F8-6DB4-4410-878C-EEDASF25F562

HS Marstcn Aerospace Limited

Notes to the financial statements
For the year ended 30 November 2023

" 16. Creditors: amounts falling due within one year

2023
£'000
Trade creditors . ' R o 7,658 -
Amounts owed to group undertaklngs - ' 30,265
Accruais and deferred income - : 6,061
" Lease liability (note 12) : . o 77
‘ ' 44,061

2022
£'000

7.160
18,113
8,744

38

34,055

Amounts owed to group undertakings are unsecured, interest free, have no fixed date of repayment
and are repayable on demand. Included within amounts owed to group undertakings is £6,670,000

(2022: £15,193,000) and £51,000 (2022: £2,199,000) relatlng to the lntercompany cash.pooling
arrangements with Silver Aero Ltd and Aero GDCS.

17. Credltofs: amounts falling due after more than one yeaf
2023 2022 -
‘ . | £'000 £000
Lease liability (note 12) T R 170 48
’ ‘ ' : : 170 48
18.  Provisions for liabllities
| * Warranty EPA  Deferred Tota
: Reserve tax
: : Hability
: £°000 £'000 £'000 _£'000
At 1 December 2022 . . 332 1,006 1,428 -
Additions to the profit and {oss account : ' 1,750 ' - 1,521 3,271
_Utilisation.of provision - T (67) - (67)
, At 30 November 2023 . . 1,750 265 2,617 4,632 - -
: Envuronmental

The EPA reserve relates to site rectlﬁcauon obligations to ensure that the Wolverhampton site
continues to meet environmental requirements.

Warranty

The warranty provision relates to costs expected to redesugn a‘heat exchanger currently in service.

The costs are expected to be incurred within 2 years, being a typical design timeframe.
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19.

Deferie'd tax

/
Deferred tax liablilities/ (assets) are provided as followg: )

Intangible

Accelerated

Retirement Other tax Total
assets benefit . items tax _
obligations " depreciation ;
£'000 £'000 £'000 ~ £'000 £:000
At 1 December 2021 312 238 (305) 313 558
Charged/ (credlted) to: - _
-profit and loss - - 294 114 471 879 .
-equity - {11,193) - - (11,193)
-movement arising from ; . o
transfer of pension . 62 - 62
At 30 November 2022 31’2 . (10,599) (191) 784 (9,694)
Charged/ (credited) to: , ' .
-profit and loss - 637 125 1,521 2,283
~ -equity . (6,941) . - (6,941)
At 30 November 2023 312 (16,903) (66) 2,305 (14,352)
" At the balance sheet date, the company had no unused tax |osses for 2022 and 2023 avallable for.
offset agamst future proﬁts
" The provision for deferrad tax consists of the followlng deferred tax liabllities/ (assets):
2023 2022
£'000 - £000 .
~ Deferred tax assets due within 12 months " '(66) (191)
Deferred tax liabilities due within 12 months 2,305 784
Total provision due within 12 months 2,239 593
Deferred tax assets due after more than 12 months - (16,903) (10,599)
Deferred tax liabilities due after more than 12 months 312 . . 312
Total provision due after more than 12 months (16,591) .  (10,287)
Total deferred tax provision (14,352) (9,694)
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20. . 'Penslons and similar obligatlone
Deﬂned contribution schemes -

The Company operates defined contrlbution retirement benefit schemes for all qualifying employees
The assets of the schemes are held separately from those of the Company in funds under the control
of Trustees'. Where there are employees who leave the schemes prior to vesting fully in the
contributions, the contributions peyable by the Company are reduced by the amount of forfeited
contributions. .

. The total cost charged to income statement of £1 .391 ,000 (2022: £1 ,063.000) represents
contributions payable to these schemes by the Company at rates specified in the rules of the plans.
As at 30 November 2023, there were nil contributions (2022: £nil) due in respect of the current ’
reporting period that had not been paid over to the schemes

Defined benefit schemes

The company has a defined benefit scheme UTC (UK) Pension Scheme — HS Marston Section which
is closed to future new entrants, and was closed to accrual with effect from 31 March 2020.The
defined benefit scheme is administered by a separate fund that is legally separated from the -
company. The Trustees’ of the pension fund are required by law to act in the interest of the fund and
of all relevant stakeholders in the scheme: The Trustees' of the pension fund are responsnble for the
investment policy with regard to the assets of the fund

Under the HS Marston Section, the majonty of employees are entitled to post-retirement yearly
instalments amounting to 1/60th of final salary for each complete month and year of pensionable
service on attainment of a retirement age of 65. The pensionable salary is based on the yearly rate of
gross salary, excluding bonuses. . )

The UTC UK Pension Scheme (‘the Scheme” ) was closed to all future service benef” t accruals with
effect from 31 March 2020. v ‘ .

The balance sheet of the withdrawing employers inctudes an asset (the “Pension Asset”) which -
‘relates to the valuation of their respective defined benefit obligations under the Pension Scheme
relative to the fair value of the Pension Scheme's assets. Following the implementation of the flexible
apportionment arrangements the wuthdrawmg employers will cease to have any entittement to the
Pension Asset: .

The scheme typically exposes the company to actuarial risks such as: investment risk, interest rate
risk, longevity risk. The risk relating to benefits to be paid to the dependents of scheme members is
re-insured by an external insurance company.

In conjunction with lhe merger, an Asset-Backed Contribution (ABC) structure was implemented. The
ABC structure consists of two ABCs, both in favour of the UTC (UK) Pension Scheme, with one
funded by Goodrich Aftermarket Services Limited (the “UTC ABC") and the other funded by Goodrich
Controls Holdings Limited (the “Goodrich ABC"). These ABCs pay two annual coupons and a lump
sum redemption payment in 2036. The value of the ABC structure as at 30 November 2023 from the
Trustees' covenant adviser has been provided by RTX in March 2024. Details of the arrangement,
and the cashflows, are set out in that report.
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20. - Pensions and similar obligaﬂona (continued)

Defined benefit schemes (continued)

| Asset volatility

The present value of the defined benefit scheme liability is calculate.d using a -
discount rate determined by reference to high quality corporate bond yields;

| if the return on scheme asset is below this rate, this could lead to -

deterioration in the Scheme'’s funding level, all.other things being equal.
Currently the scheme has a relatively balanced investment in equity .
securities, debt instruments and real estate. Due to the long-term nature of
the scheme liabilities, the Trustees' of the pension fund consider it )
appropriate that a reasonable portion of the scheme assets should be
invested in equity securities and in real estate to leverage the expected
return generated by the fund.

Change in bond
yields

A decrease in the bond interest fate will increase the scheme liability but this

could be expected to be partially offset by an increase in the return on the
scheme’s debt investments. :

Life expectancy -

The present value of the defined benefit scheme liability is: calculated by

| reference to the best estimate of the mortality of scheme participants both

during and after their employment. An increase in the life expectancy of the
scheme participants will increase the scheme’s liability.

‘| Inftation risk

The pension obligations are linked to inflation, and higher inflation will lead to
higher liabilities (although, in most cases, caps on the level of inflationary
increases are in place to protect the scheme against extreme inflation).
Elements of the scheme's assets are either unaffected by (fixed interest
bonds) or loosely correlated with (equities) inflation, meaning that an
increase in inflation could also lead to deterioration in the funding position.

No other post-retirement benefits are provided to these employees.

A full accounting valuation of the UTC (UK) Pension Scheme — HS Marston section as at 31
December 2020 was carried out by Willis Towers Watson, an independent firm of actuaries, using the
projected unit method. This valuation was updated as at 30 November 2023 by Willis Towers Watson.

The next full accounting valuation of the Plan is due at 31 December 2023, A separate valuation is
performed for cash funding. For the purposes of preparing the information disclosed in these

- accounts, a full actuarial valuation of the scheme was carried outat 31 December 2020 and updated
to 30 November 2023 by a quallified independent actuary. The present values of the defined
benefit obligation and the related current service cost were measured using the pro;ected unit credit
method and by rolling forward the results of the 31 December 2020 valuation using approximate
actuarial techniques, allowing for cashflows and interest over the period, and changes in
the assumptions, but no allowance for any experience, for example from actual deferred revaluation
and pension increases in payment over the period differing from that expected.
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20. Penslons and simllar obllgatlons (continued)

_The principal assumptions used.for the purposes of the actuarial valuations were as follows:

2023

2022
% %
Key assumptions used: ’ . ' ‘ S
Discount rate(s) - : ‘ 5.27 4.50
Rate of Retail Price Inflation (RPI) ' o ’ 3.30 3.30
Rate of Consumer Price Infiation (CPI) L - 2.60 290
LlfeAExpect'ancy of a Male aged 65 now* . 217 217
Life Expectancy of a Female aged 65 now* 239 . 238 -
Life Expectancy of a Male aged 65 in 15 years* ’ ' 22.6 225
Life Expectancy of a Female aged 65 in 15 years® . 25.0 24.9
* Based on standard mortality table‘ with modifications to reflect expected cl’ianges in mortality.
Amounts recognised ih income in respect qf these defined benefit schemes are as follows:
2023 2022
£'000 £'000
Administration cost S o : " 1,994 2,490
Net interest income 4 (4,201) (2,235)
) (2,207) 255
Of the expense for the year £1,994,000 (2022: £2,490,000) has been Included in the income
statement in administrative expenses. The net interest income has been included within finance
income (note 7 and 8). The remeasurement of the net defined benefit liability is included in the
. statement of comprehensive income. .
The amount included in the balance sheet arising from the company's obligations in respect of its
defined benefit retirement benefit schemes is as follows: o
2023 2022
£'000 £'000
_ Present value of defined benefit obligations - (635,995) (691,780)
. Fair value of scheme assets S , 704,148 785,147
Net surplus arising from defined benefit obligation S 68,150 93,367
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20. Penslons and slmllg} obllgatlons (continued)

Movements in the present value of defined benefit obligations in the year were as follows:

2023 2022
£'000 £'000
Opening defined benefit obligation : .. .691,780 1,036,824
Administration costs and taxes : 1,994 T 2,490 .
Interest cost ‘ . L . 30,249 16,732
' Remeasurement (gains) / lasses: - ‘ : . .
Actuarial losses arising from changes in experience 1155 27,600
Actuarial losses arising from changes in demagraphic assumptions - . 1,080
Actuarial gains arising from changes in financial assdmptions (48,023) (356,067)
Disbursements from Plan Assets o . (41,160) (48,738)
Transfer payments o R _ - .- 11,859
__Closing defined benefit obligation : . 635,995 691,780
Movements in:the fair value of schéme assets in the year were as follows:
2023 2022
£'000 . £000 .
Opening fair value of scheme assets , ... 785147 - 1171676
: Interest income ' - 34,450 18,967
" Remeasurement gains / (losses): .
_The return on scheme assets (exdu¢ng amounts iﬁcluded in net interest (74,633) ) (372,157)
-income) ‘ '
Contributions from the employer * ' » -3 - 1,431
Disbursements ' _ S o : (41,160) - (48,738)
Transfer payments ‘ A : - - 13,968
_Closing fair value of scheme assets 704,145 785,147

The actual loss on scheme assets was £40,183,000 (2022: £353,190,000 loss).
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20. Penslons and similar obligations (continued)

The inajor categories.and fair values of scheme assets at the end of the reporting period for each
category are as follows: . ;

2023 2022

Quoted Quoted
£000 £000

Cash and cash equivalents - o 4 : . 16,209 12,994
Equities - - ' ) i . , 6 14,496
Bonds - o A : 532,700 498,854
Real estate ‘ ' ‘ - 18,012
Other : B C : A 33,743 66,808

- Total ) : ‘ 582,748 = 611,164
. 2023 2022
Unquoted = Unquoted
£000 £'000

Cash and cash equivalents ° . ' Co (145,984) (36,198) -
Equities - S o 59,705 = 59,475
Bonds : A _ ' - 3,152
Real estate ' ‘ A . . 3,404 -
ABC ' _ S 99,268 105,053
Other . x * ' 105,004 42,501
Total . - ' ' 121,397 173,983
2023 2022
£'000 _ £000
“Quoted ' _ , 582,748 611,164
Unquoted , o ' o 121,397 173,983°
Fair'value of plan assets . : o . 704,145 785,147

Included in the other / unquoted asset class is the value- of the Plan's holding in a Secure Income
Fund. The fund's latest audited financial statements included a disclaimer.of opinion regarding the
valuation of its investment in a Ground Rent Unit Trust. This is.a result of possible implications of the
Building Safety Act 2022 and its secondary legisfation, such as the Leasehold and Freehold Reform
Bill. Subsequent to year end, the valuation of the investment property portfolio within the Ground
Rents Fund remains subject to a material valuation uncertainty. The value of the Secure Income Fund
apportioned to the pension assets of the company is £32,400,000. This includes exposure to the
Ground Rent Unit Trust (estimated £4,500,000) linked to an uncertainty valuation from its valuer. in
determining the impact to the company, management has reviewed sensitivity analysis performed by
the Investment Manager, concluding that the estimated impact would be a potential reduction in the
asset value up to £2,700,000 when factoring in the proportion of assets allocated to the company, and
subsequent information. Management concludes that the valuation of the pension asset is
management’s best estimate of its fair value at the balance sheet date.
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A 20. Pensions and similar obligations (conttnued) :

Significant actuarial assumptions for the determination of thé defined benefit obligation are discount
rate, expected salary increase and mortality. The sensitivity analyses below have been determined
based on reasonably possible changes of the respective assumptions occurring at the end of the

~ reporting period, while holdirig all other assumptions constant. -

Impact on defined benefit ebllgation

Change In increase in . Decrease In .
: assumption obligation obligation’
Discount rate . 0.50% Decrease 5.9% Increase 5.9%
Pension growth rate (RPI) - 0.25% A Increase 1.3% Decrease 1.3%
Pension growth rate (CPI) - 0.25% Increase 0.5% Decrease 0.5%

Life expectancy C ' Increase by 1 year  ‘Increase by 4% Decrease by 4%

The Defined Benefit Obligation at 30 November 2023 was £635,995,000.

" The sensitivity enalysis presented above may not be representative of the actual change in the .
. defined benefit obligation as it is unlikely that the change in assumptions would occur m isolation of
one another as some of the assumptuons may be correlated.

In presenting the above sensitivity analysns. the present value of the defined benefit obligation has
been calculated using the projected unit credit method at the end of the reporting year, which is the
same as that applied in calculating the defi ned benefit obligation Iiabnlnty recogmsed in the statement
of financial posltlon . .

There was no change in the methods and assumptions used in preparmg the sensitivity analysus from
pnor years. . _

In addition, the disclosed position as at 30 November 2023 is also sensitive to assumptions used to
value the ABC. The key assumption used is the discount rate. An increase/(decrease) of 1% per year
in the ABC discount rate would increase/(decrease) the total FRS101 surplus at 30 November 2023
by some £9,000,000. Additionally, the value of the ABC includes an allowance that payments are not
made/ not made in full because the funding level of the Scheme i is sufficiently high. While a number of
assumptions feed into this probability, the main impact of these assumptions is to change the
expected leve! of the bullet payment, made in 2036, but there is also a lesser impact on some of the
coupon payments. If all future payments from the ABC were assumed to be paid in full, then the
disclosed surplus would increase by some £28,000,000. If the scheme was sufficiently funded at the
end of the term agreement, the bullet payment would not be received.

In July 2024 the Court of Appeal dismissed an appeal against the High Court's 2023 ruling in Virgin
Media Limited v NTL Pension Trustees Il Limited. This ruling questions the validity of certain past
ameridments made to the rules of then contracted out schemes. The Company will work with the
Trustees in the coming months to consider any potential impact on the liabilities apportioned to the
Company. At this stage, the Company is not aware of, and no allowance has been made in the
calculations for, the benefits being different from those described.in the Plan's governing documents
due to execution risks such as those arising in the Virgin-Media case or other conflicts with legislation.
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21. Calied up share capital

Ordlnéry shares . .
‘ . 2023 2022.

: ' £'000 "£000
Allotted and fully paid ' . _ .
10,800,104 (2022: 10,800,104) ordinary shares of £1 each . 10,800 ° 10,800

22.  Financlal commitments

.Capital commitments are as follows:. L
. 2023 2022
'£'000 - £000 .
Cdntracts for future capital expenditure not‘provid'ed in the financial ététements 438 235

438 235

23. Contingent liabllities

The company participates in a cash pooling arrangement with several UK group companies. As part -
of a multilateral guarantee, the company is party to a cross-undertaking with the bank, its parent
undertaking, fellow subsidiaries and other related companies, on a limited number of specified
accounts, limited to the ‘credit balance standing within a group wide cash pooling facility. As at 30

- November 2023 there was a cash pool surplus of £417,000 (2022 £498 ,000) represenlmg the bank
balances of all the group companies within the cash pool. -

24, Related party transactions

As 100% of the company's voting rights are controlied within the RTX Corporation, the company is not -
required pursuant to FRS 101 paragraph 8 (k) to disclose transactions with other group ¢ subsidiaries,
joint venture or associated companies.

The company has nol transacted with any other related parties during the year (2022: none).

5
\

25.  Subsequent events

_There have been no significant changes since the balance sheet date.

26. Controlling party
The company’s immediate parent undertaking is Keeney Hill Limited.

The company‘s ultimate parent undertaklng and controlling party is RTX Corporation, a company
incorporated in the United States of America.

RTX Corporation is the smallest and largest group to consolidate these financial statements.

The registered office of RTX Corporation is located at 1000 Wilson Bivd., Arlington, Virginia 22209, -
United States of America. Coples of their fi nanclal slatements are publlcly available and can be

obtained from www. g
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27. © Restatement of Prior Year Financial Statements

There has been a prior year restatement of the presentation of the net defined pension surplus on the
balance sheet to correct for an-error. The correction is to present the defined pension surplus within
current assets to make the presentation in line with Companies Act 2006. This has increased the
liabilities by £83,367,000 and increased current assets by £93,367,000. This has not impacted any
other disclosure. Management have applied the FRS101 exempt:on for the production of a third
balance shest. . -

2022 2022

. Restated Original . Variance
~Note - £000 £'000 - £'000
Fixed assets ‘ ‘ v v : _
Intangible assets ‘ 10 1,248 1,248 -
Tangible assets ' 11 19,667 19,667 . .
Right of use asset . 12 86 86 - -
Investments : 13 10 ‘ 10 S
: ' ' 21,01 21,011 .
Current assets : . R ‘
Stocks _ : : 14 . 16,897 16,897 . } -
. Debtors : : 15 . 21,738 21,735 —
Pensions and-similar obligations A 20 93367 - 93,367
131,999 38,632 93,367
)(;terae:mors Amounts fallmg due wathln one % (34,055) (34,055) o .
Net current assets - . " 97,944 4577 93,367
Total assets less curi’ent liablilitles 118,955 25,588 ' 93,367
Credltors Amounts fallmg due after more : , aoy ' :
than one year _ 4 7 - (48) “8). - .
Prowsnons for liabilities : - 18 - . (1.428) ' (1.428) -
Pensionis and similar obligations . . 20 . . ‘93367  (93.367)

‘Netassets o 17479 117479 . P




