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Strategic Reéport for the Year Ended 31 December 2020
The directors present their strategic report for the year ended 31 December 2020.
Principal activities

The principal activity of Forged Solutions Group Limited ("the Company") is the production of A
hammer, press, extrusion and upset forgings in alloy and carbon steel, nickel based titanium and
other spec1al alloys.

- . The Company has responded to the substantial challenges created by Covid-19, The Company has

implemented a series of safety measures at its manufacturing facilities to ensure all employees remain
.safe. These will stay in place for as long as is necessary as the safety of our employees is paramount.
The Company has continued to operate throughout the period of the global pandemxc whilst ensuring
adherence to the safety measures.

Review of the business and future developments

The results of the Company for the year ended 31 December 2020 are shown in the profit and loss
account on page 11. The financial position of the Company as at 31 December 2020 is shown on the
balance sheet on page 13.

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

2020 2019 _

£'o00 f£'o00
Sales o 70,974 101,192
Operating (loss)/profit before exceptional items - ¢ (3,035) . 828

Net cash flow generated from operating activities . T 1,260 6,000

As a result of the global pandemic and the consequential reduction in air travel, the overall aerospace
market has seen a substantial reduction in demand. Thé Company saw a reduction in sales for 2020 to
,'£70,974,ooo consistent with the overall reduction in aerospace market demand. This reduction in
demand led to an operating loss before.exceptional items for the year of £3, 035,000 Costs were
aligned durmg 2020 to reﬂect future levels of demand.

Despite this reductlon in demand cash generation was strong resulting in cash generated from -
operating activities of £1,260,000 following substantial improvements in working capital during the
year: Cash generated from operating activities was used to fund capital improvements and reduction
in debt during the year. The Company had cash of £828,000 at 31 December 2020. The Company has
access to flexible financing arrangements and as such only holds, at any given time, sufficient cash to
fund its immediate working capital requlrements Further funds are drawn as necessary to meet
longer term needs. -

' Prmclpal rlsks and uncertainties

The management of the busmess and the execution of the Company s strategy is subject toa number
of risks.

The Company is exposed to competition from other suppliers in the market. The Company seeks to
reduce this risk by entering intolong term agreements with all its key customers and differentiating.
. itself through its dehvery and quality performance.
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Strategic report (continued) =
Principal risks and uncertainties (continued)

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

There is a risk that the Company supplies parts which do not comply with customer spec1ﬁcatlons and
designs. The Company manages this risk through having a rigorous quality programme and ensunng
extensive testing and validation is performed prior to the parts being supplied.

. There is a risk that the supply of parts is affected by the ability of the Company to source material and
components at the requxred time. Production scheduling is routinely performed pI'O\'ldlllg key
supphers with clear visibility of demand.. :

There is a risk, as has become ev1dent during 2020, that the business is exposed to the impact of a

" global pandemic. In particular this affécts market and customer demand for aerospace parts and the
ability to produce parts. The Company operates in-a number of market sectors other than aerospace
which provides some mitigation against a downturn in aerospace activity. Additionally the Company
has been able to quickly implement measures which protect the health of employees and allow
production to continue safely without any srgmﬁcant mterruptmn

Section 172(1) Directors’ statement

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

. the hkely consequences of any decisions in i the long term;

. : the interests of the Company’s empIOyees '

« the need to foster the Company’s business relationships w1th customers, supphers and others;
.. » the impact of the Company s operanons on the community and envrronment;

. the desirability of the Company maintaining a reputatlon for hlgh standards of business .

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

The Directors are involved in the day to day running of the Company and are supported by senior
management teams based at the Sheffield Forgings and Darley Dale sites. Additionally the Directors
and the business are supported by the ultimate owners of the Company, Arlington Capital Partners
who prov1de support and over51ght on a regular basis.

The overall strategy of the Board and the Company is to create a world class forgmg business,

. providing exceptional service and quality to our customers in the Aerospace and other sectors, and

through this approach and mvestment in the businéss creating long term sustainable growth

The Board understands and acknowledges that the long term success of the Company isin part
dependent on its interaction with key stakeholders
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‘Strategic report (continued)
‘ - Employees A

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

A Add}tlonally the senior management team on site meets with elected employee representativesona -
regular basis to allow them to raise any matters of concern and to update them on business matters.

Customers . : ,

The Company has long standing relationships with a number of key customers and engages in regular

_ dialogue with those customers. In the majority of cases the Company has entered into long term
arrangements with these customers which set out the basis of trading between the parties fora -
number of years. The aim of the Company is to provide parts to these customers on time in full to the

. highest quality and in accordance with agreed specifications. The Company also engages in regular
discussions with its customers to understand their future needs and requirements.

Suppliers

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

Envxronment

The Company recognises and understands the potentlal risks associated with the operation of heavy ,

" manufacturing equipment to its employees, the local community and the environment. The Company
complies with all relevant health safety, and environmental leglslatlon and w111 transparently work
with the relevant regulatory bodies to support this.

Future developments

The Company anticipates that overall aerospace market demand will improve from 2021 onwards as
demand for global air travel progresswely increases. This is expected to lead to an increase in sales
and profits for the Company.

On behalf of the Board

Rt ///W@
Ben Mclvor
Director

15 September 2021



Forged Solutions Group Limited
(formerly Firth Rixson Forgings Limited)
Annual Report and financial statements .

31 December 2020

Directors’ Report

AThe Compény s registered number is 00158672 The Company éhanged its name from Firth Rixson
Forgings Limited to Forged Solutions Group Limited on 10 February 2020. The directors present their
; report on the audited financial statements for the year ended 31 December 2020.

Dxrectors of the company

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

- B Mclvor (appointed 18 February 2020)
. D Hinks (apbointed 18 Februzrry 2020) |
L Smith (appointed 18 February 2020)
) P Manos

E Son (re51gned 26 March 2021)
. H Albers _(appointed 26 March 2021)
. IGoing concerrx

The Directors have performed a going concern assessment for the Company, using the Board
approved budget for 2021 and longer range forecasts. The Diréctors have also considered the cash
forecasts of the Company, the cash available to the Company and additional liquidity provided by the
Group’s financing facility. Additionally the Directors have given consideration to covenant thresholds
under the Group’s financing facility. '

As part of the going concern assessment, the Directors considered a range of reasonably posmble
downside scenarios for the Group which include a reduction in expected demand, additional operating
costs particularly for manufacturing yield and risks regarding changes in exchange rates, and included
. a significant downside scenario which reflects levels of trading during the global pandemic. In
considering the downside scenarios, the Directors have given due regard to the reduction i in'business
“activity as a result of COVID-19 and have reflected this assessment in their forecasts. The Directors
have also considered mitigating actions which are available and within the control of the Group,
pamcularly regarding potential reductions in operating cost and reducing planned spend. The
Directors are satisfied based on all the projections that the Company has sufficient cash and available .
liquidity to continue as a going concern for the foreseeable future, and that the Group will be in
compliance with its bankmg covenants. At the end of 2022, based on the most significant downside
scenario, the Group shows limited headroom against one of its covenants based on downside
scenarios. But the Directors are satisfied, having considered additional support that is available from
its ultimate parent company should it be required, that the Group will be jn compliance with its
" banking covenants. While there can be no certainty that the Company’s and Group’s forecasts can be -
achieved the Directors are satisfied that the Company has adequate resources to meets it obligations
as they fall due. Accordingly the accounts of the Company have been prepared on a going concern
basis. :
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Dlrectors Report (contmued)
Streamlmed Energy and Carbon Reporting (“SECR”)

The Company has presented below its carbon footprint together with an appropriate intensity metric '
for the year to 31 December 2020, being the first year it has been required to comply with SECR.

2020
UK Ener&r consumption (ka) ' . ) o 117,370,396
CO2e emissions (tdnnes)
- Electricity - _ I 4,473
- Gas ' : _— 17,933
- Transport S o . : 167
Total CO.e emissions (tonn'es) : | 22,573
Total revenue (£'000) ' o - 70,974
Intensity ratio — Total CO.¢e emissions/£ of révenue 0.32

* - Disclosure of methodology - Electricity and gas usage is based on billed amounts from suppliers uising

actual meter readings. Transport represents actual diesel fuel consumed for fork lift trucks and
mileage recorded on Company owned vehicles. Total emissions has been calculated using the UK
government conversion factors for greenhouse reporting for 2020. The Intensity ratio is based on
revenue to reﬂect the acnvuy within the busmess

Energy actions - The Company has arolling programm’e of actions to reduce energy usage which
during 2020 included the significant step of actively managing key eqmpment uptime and downtime
to directly mirror production activity.

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

. at the tlme this directors' report is sxgned a qualifying thxrd-party 1ndemn1ty provision was in
: force for the benefit of all the d1rectors of the Company;

. for the financial year ended 31 December 2020 a qualifying third-party indemnity provision
was in force for the beneﬁt of all the directors of the Company; and

+ thatthere is no qualifying third-party indemnity provision prov1ded by the Company for one
or more directors of an associated company either on the date the directors' report is signed
or in the last financial year.

Employmeht of disabléd persons’

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

- Employee involvement

Consultation with employees or their representatives has continued at all levels, with theaim of
_ ensuring that views are taken into account when decisions are made that are likely to affect

their interests and that all employees are aware of the financial and economic performance of their
business units and of the Compary as a whole. Communication with all employees continues through
briefing groups and the dlstrlbutlon of the annual report.

Financial risk mmanagement
Objectives and policies

The Company's operations expose it to.a variety of financial ﬁsks,'including commodity price risk,
exchange rate risk, credit risk, liquidity risk and interest rate risk. Exposures to these risks are

monitored, reported and mitigated according to policies and procedures set by its Board.
Price risk

 Where deemed appropriate, the exposures to commodity price risk and exchange rate fluctuations are

managed through the use of financial instruments such as forward exchange contracts, options and
swaps. The Company's operations have no exposure to equity securltles price risk as it holds no listed
or equity . investments.

Credit risk

Credit risk policies include approprlate credxt checks on potentlal customers Credit limits are deﬁned
thhm parameters by the Board.

Liquidity risk

The Company maintains a mixture of long term and short-term debt finance with a thlrd-party bank.
ThlS is designed to ensure the Company has sufficient available funds for its operatlons

Interest rate cash ﬂow risk

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

Brexit

The Company’s operations mclude the sale of product to, and importation of raw material from .
countries outside the United Kingdom. As a result of the departure of the United Kingdom from the
European Union the Company has been subject to additional documentation to support the import
and export of goods to and from the European Union. In the majority of instances this is equivalent to
documentation the Company is already required to provide for countries outside the European Union.
Accordingly there has been limited impact from Brexit on the operations of the Company. -

Future developments

_The future developments in the business are set out in the Strategic Repor’t.‘on page 3.
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Directors’ Report _(conﬁnued)
Statement of directors’ responsibilities

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

Company law requires the directors to prepare financial statements for each financial year. Under that
law the directors have prepared the financial statements in accordance with United Kingdom
Generally Accepted Accounting Practice (United Kingdom Accdunting Standards, comprising FRS
102 “The Financial Reporting Standard Applicable in the UK and Republic of Ireland”, and appheable
law). Under company law the directors must not approve the financial statements unless they are
satisfied that they give a true and fair view of the state of affairs of the Company and of the profit or
loss of the Company for that period..In preparmg these financial statements, the dlrectors are
required to:

o -select suitable accounting policies and apply them consistently;
‘e state whether applicable United Kingdom Accounting Standards, comprising FRS 102
have been followed, subject to any matenal departures dlsclosed and explamed in the
. financial statements;
. makejudgements and accounting esnmates 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 contmue in business.

The directors are responsible for keeping adequate accounting records that are sufficient to show and
“explain the Company's transactions and disclose with reasonable accuracy at any time the financial

" position of the Company and enable them to ensure that the ﬁnanclal statements comply with the
Companies Act 2006

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

Independent audxtors

Under section 487(2) of the Companies Act 2006, PncewaterhouseCoopers LLP will be deemed to

* have been reappointed as auditors 28 days after these financial statements were sent to members or
28 days after the latest date prescrlbed for filing the financial statements with the registrar, whlchever
is earlier.

Disclosure of mformatlon to the audltors

Each director has taken steps that they ought to have taken as a director in order to make themselves -

" aware of any relevant audit information and to establish that the Company's auditors are aware of that .

information. The directors confirm that there is no relevant information that they know of and of
which they know the auditors are unaware. -

On behalf of the Board

(Seed MW

Ben Mclvor
Director
15 September : 2021

Registered Office: Dale RoadNofth, Matlock, DE4 2JB
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Independent auditors’ report to the
‘members of Forged Solutions Group
lelted

Report on the audit of the financial statements

-Opinion
" In our opinion, Forged Solutions Group Limited’s financial statements:

e giveatrue and fair view of the state of the oompany s affairs as at 31 December 2020 and of its loss and cash flows
for the year then ended;

e have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Practlce (Umted
ngdom Accounting Standards, comprising FRS 102 “The Fmancnal Reporting Standard applicable in the UK and
Republic of Ireland”, and applicable law); and

» have been prepared in ‘dceordance with the requirements of the Compames Act 2006.

We have audited the financial statements, included within the Annual Report and Financial Statements (the “Annual

Report"), which comprise: the Balance Sheet as at 31 December 2020; the Profit and Loss Account, the Statement of -

Comprehensiv‘e Income, the Cash Flow Statement, and the Statement of Changes in Equity for the year then ended; and

the notes to the financial statements, which include a description of the significant accounting policies.

Basis for opinion ,

We conducted our audit in accordance with Internatnonal Standards on Auditing (UK)( !SAs (UK)") and applicable law.
Our responsibilities under ISAs (UK) are further described in the Auditors’ responsub;lmes for the audit of the financial
statements section of our report. We believe that the audit evidence we -have. obtained is sufficient and appropnate to
provrde a basis for our opinion.

Independence .

We remained independent of the company in accordance with the ethical requirements that are relevant to our audit of
the financial statements in the UK, which includes the FRC’s Ethical Standard, and we have fulfilled our other ethical
* responsibilities in accordance with these requirements.

Conclusions relating to going concern

Based on"th'e work wé,ha\{e performed, we have not identified any material uncertainties relating to events :or conditions
that, individually or collectively, may cast.significant doubt on the company's ability to continue as a going concem for a
period of at least 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’ﬁnanci'al statements is appropn'ateA

However, because not all future events or conditions can be predlcted this concluswn i$ not a guarantee as to the
company's ability to continue as a.going concern. :

QOur responsnbllmes and the responsibilities of the directors with respect to gomg concern are described in the relevant
sections of thus report.
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Reporting on other information

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

In connection with our audit of the financial statements, our responsibility is to read the other information and, in doing so,
consider whether the other information is materially inconsistent with the financial statements or our knowledge obtained
in the audit, or ctherwise appears to be matérially' misstated. If we identify an apparent material inconsistency or material
. misstatement, we are required to perform procedures 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 nothing to
report based on these responsibilities. :

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

Based on our work undertaken in the course of the audit, the Companies Act 2006 requires us also 10 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 audit, the mformahon given in the Strateg:c report and '
Directors Report for the year ended 31 December 2020 is consistent with the financial statements and has been prepared
in accordance with applicable legal requirements.

In light of the knowledge and understanding of the company and its environment obtained ih the course of the audit, we
did not identify any material misstatements in the Strategic report and Directors Report.

Responsibilities for the financial statements and the audit

Responsibilities of thé directors for the financial statements

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

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

Auditors’ responsibilities for the audit of the financial statements

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

Ir_re'gularities. 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. -

Based on our understanding of the company and industry, we identified that the principal risks of non-compliance with
laws and regulations related to financial reporting and tax legisiation, and we considered the extent to which non-
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complignce might have a material effect on the financial statements. We alsq considered those laws and regulations that
have a direct impact on the financial statements such as the Companies Act 2006. We evaluated management's
incentives and opportunmes for fraudulent mampulatnon of the financial statements (mcludmg the risk of override of
controls) and determined that the principal risks were related to posting inappropriate journal entries to overstate revenue.
and management bias in accounting estimates. Audit procedures performed by the engagement team included:

e Discussion with management and the D;rectors including consideration of known ar suspected mstances of non-
compliance with laws and regulation. and fraud ’
» Reviewing relevant board mesting minutes
» Evaluation of management's controls designed to prevent and detect irregularities
» Challenging assumptions and judgements made by management in their significant accounting estimates, in pamcular
in relation to allocated productzon overheads included within the cost of inventory, net realisable value of inventory,
- depreciation of property, plant and equipment and debtors provision . .
* Identifying and testing journal entries, in particular any entries posted with unusual account combinations.

There are inherent limitations in the audit procedures described above. We are less likely to become aware of instances:
of non-compliance with laws and regulations that are not closely related to events and transactions reflected in the.
financial statements. 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 collusion. :

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

Use of thls 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 ¢f the Companies Act 2006 and for no other purpose. We do not, in giving these opinions, accept
or assume. responsnbmty for any other purpose or to any other person to whom this report is shown or into whose hands
it may come save where expressly agreed by our prior consent in writing.

- Other required reporting

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

# we have not obtained all the information and explanations we require for our audit; or
e 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 .
« certain disclosures.of directors” remuneration specified by law are not rnade; or
¢ . the financial statements are not in agreement.with the accounting records and returns.

We have no exceptions to report‘arising from this responsibility.
S (o,

Stuart Couch (Senior. Statutory Auditor)

for and on behaif of PricewaterhouseCoopers LLP

Chartered Accountants and Statutory Auditors

Cardiff
15 September 2021
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Profit and Loss Account for the Year Eﬁded 31 Decembgr 2020

2020 2019

. ' . "Note .  £000 - Eooo
“Turnover : 5 70,974 = 101,192
Costofsales . - , - (72,212)  (96,584)

Cross (loss)/profit . S o - (1,238) 4,608

Distribution costs . o - : o (626) (1,057)

Administrative expenses S - (3,636) 4 (4,144)

Operating (loss)/ profit beforeéxceptional items ‘ (3,035) 828

[Exceptional items 7 : (2,465) (1,4_.21)

" Operating loss 6 A (5,500)' R (593)
Interest payable and similar expenses , 8 ~(606)  (774)

Loss before taxation - = (6,106)  (1,367)

Tax on loss = ' . S 12 ‘(186) . 286

Loss for the financial year - ~ (6,292) (1,081)

The above results were derived from continuing operations.

1
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Statement of ,Com'p‘rehe'nsive Income for the Year Ended 31 December 2020

" Loss for the financial year .

’ Total comprehensive expense for the year -

.2020 . 2019’
£000 . ' £00Q
(6,292)  (1,081)

(6,_292) (1,081)
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" Balance Sheet as at 31 De’cemberfzozo

2020 2019

Note .  £000 - Eooo
Fixed assets )
Intangible assets T o 13 ' - -
Tangible assets . . . 14 . 29,085 128,243
A ' | : 20,085 28,243 -
Current assets’ A , o
Inventories ) A L ' 15 - 34,184 : 42,580
Debtors ‘ o 16 20,283 . 29,325
Cashatbankandinhand -~ - . 828 11,346 -
o , | ' 755,295 - 83,251
‘ Creditors: Amounts falling due within one year o L 17 o (14,124) (26,217)
Net current assets o - 41,1"71 57,034
Total assets less current liabilities ’ : ' 71,156 . 85,277
Creditors: Amounts fa]ling'due after more than - 24 (18,23i) ' (28,891)
one year : ‘ : '

- Provisions for liabilities o 18 (1,016) (2,191)
Net assets - ) _ 51,909 - 54,195 -
‘Capital and reserves _ . -

Called up share capital o _ 20 < 8,006 ° 4,900
Share premium account _ I ' - oo
Revaluation reserve _ o . 1019 1,037 -
Profit and loss account =~ - . o 41,984 48,258

Total equity : ' , 51,909 54,195

The financial statements on pages 1t to 36 were approved by the board of dlrectors on 15 September
2021 and were sj ned on its behalf by:

Duncan Hinks
Director

13
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Cash Flow Statement foi’ the year ended 31 December 2020

Net cash from operating activities
Tax received . A
Net cash generated from operating activities

_ Cash flow from investing activities
Purchase of tangible fixed assets '
~ Proceeds from disposal of tangible fixed assets

‘Net cash used in investing activities

‘Cash flow from financing activities
(Repayment)/proceeds from bank borrowings A
Proceeds/(repayment) of intércompany loans
Interest paid

Dividends paid

Proceeds from issue of share capltal

Net cash (used in)/from financing activities

Net (decrease)/mcrease in cash and cash
equivalents

Cash and cash equivalents at the start of the year
Cash and cash eqmvalents at the end of the
year

) B 2020 2019
Note . ~ £o00 ' Eooo
(633) 4,564

1,803 1,436

1,260 6,000

(5,131) (3,915)

210 99.

(4,921) . (3,816)

(11,051) 29,065

- 736 (27,860) -

(548): (774)

.= (29,511)

4,006 -~ 38,000

(6,857) 8,920

(10,518) | 11,104

1%346: 242

828

11,346
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Statement of Changes in Equit& for the Year Ended 31 December 2020

. At1January 2020
Loss for the financial year

~ Total comprehensive
expense for the year
Issue of shares

. Reclassification to profit and loss

At 31 December 2020

Total

relates to a historic revaluation of land and bulldmgs prior to 1998.

.S

. AtiJanuary 2019
Loss for the financial year

Total comprehensive expense
for the year

Issue of shares

Cancellation of share
premium account
Reclassification to proﬁt and
loss

Dividends

Charge relating to equity
settled share based payments

Called up Share Revaluation Profit and -

" share capital .premium  reserve -  lossaccount equity
£o000 £000- £000 - £000 £o00
4,900 - - 1,037 48,258 - 54,195

- - - (6,292) (6,292)
= = = - (67292) . (6’292)
4,006 .- - o - 4,006
- - (18) 18 -
8,906 .- 1,019 41,984 51,909
Profit and loss account represents cumulative retained comprehenswe income. Revaluatlon reserve
Called up. Share  Revaluation Profit and ~ Total
- share capital’ premium reserve loss account - equity
£000 £000 - £000 - £000 - £o00
4,900 - 1,428 . 40,613 46,941
- - -. : (1,081) (1,081)
- - - ‘ (1,081) . (1,081
- 38,000 - ' - 38,000
- (38,000) - - 38000 -
- - o) - 3, :
- - - (29,511) (29,511)
. - - (154) (154)
4,900 .- 1,037 48,258 54;195

At 31 December 2019
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(formerly Firth Rixson Forgings Limited)

Annual Report and financial statements
" -31 December 2020

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

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

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

Dale Road North
Matlock

DE4 2JB

United Kingdom

' -2 Statement of compliance

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

3 Summary of signiﬁcant accounting policies

The principal accounting policies applied i in the preparatlon of these financial statements are set out
below. These policies have been con31stently apphed to all the years presented, unless otherwise.
‘stated.

3.1 Basxs of- preparatlon of ﬁnanclal statements

These financial statements are prepared on a going concern ba31s under the historical cost

- convention, as modified by certain financial assets and liabilities measured at fair value through profit
or loss. The preparation of financial statements in conformity with FRS 102 requires the use of certain’
critical accounting estimates. It also requires management to exercise its judgement in the process of
applying the Company's accounting policies. The areas involving a higher degree of judgement or -
complexity, or areas where assumptions and estimates are significant to the financial statements are
disclosed in note 4. :
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Notes to the financial statements (continued)
3.2 Going concern

- The Directors have performed a going concern assessment for the Company, using the Board
approved budget for 2021 and longer range forecasts. Thé Directors have also considered the cash
forecasts of the Company, the cash available to the Company and additional liquidity provided by the
Group's financing facility. Additionally the Directors have given conmderatxon to covenant thresho]ds
under the Group's financing facility. .

As part of the going concern assessment, the Directors considered a range of reasonably possible
downside scenarios for the Group which-include a reduction in expected demand, additional operating
costs particularly for manufacturing yield and risks regarding changes in exchange rates, and included
a significant downside scenario which reflects levels of trading during the global pandemic. In
considering the downside scenarios, the Directors have given due regard to the reduction in business
activity as a result of COVID-19 and have reflected this assessment in their forecasts. The Directors
have also considered mitigating actions which are available and within the control of the Group,
-particularly regarding potential reductions in operating cost and reducing planned spend. The
Directors are satisfied based on all the projections that the Company has sufficient cash and available
liquidity to continue as a going concern for the foreseeable future, and that the Group will be in
compliance with its banking covenants. At the end of 2022, based on the most significant downside
scenario, the Group shows limited headroom against one of its covenants based on downside
scenarios. But the Directors are satisfied, having considered additional support that is available from
its ultimate parent company should it be required, that the Group will be in compliance with its
banking covenants. While there can be no certainty that the Company’s and Group’s forecasts can be
achieved the Directors are satisfied that the Company has adequate resources to meets it obligations
as they fall due. Accordingly the accounts of the Company have been prepared ona going concern
basis.

3.3 Related party transactions

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

3.4 Foreign currency

- (i) Functional and presentation eurrency
The Compan)/s functional and presentation currency is the pound sterling.

(ii) Transactions and balances :

. Foreign currency transactions are translated into the funct10nal currency using the spot exchange
rates at the dates of the transactions. At each period end foreign currency monetary items are
translated using the closing rate. Non-moneétary items measured at historical cost are translated using
the exchange rate at the date of transaction and non-monetary items measured at fair value are
measured using the exchange rate when fair value was determined. Foreign exchange gains and losses
resulting from the settlement of transactions and from the translation at period-end exchange rates of
monetary assets and liabilities denominated in foreign currencies are recognised in the profit and loss
account except when deferred in other comprehensive income as qualifying cash flow hedges. Foreign
exchange gains and losses that relate to borrowings and cash and cash equivalents are presented in
the profit and loss account within administrative expenses. All other foreign exchange gains and
losses are presented in the proﬁt and loss account w1th1n cost of goads sold.
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Notes to the financial statements (continued)
' 3 5 Turnover

Turnover is recogmsed to the extent that it is probable that the economic benefits will ﬂow tothe -
Company and the turnover can be reliably measured. Turnover is measured as the falr value of the
consideration received or receivable, excluding discounts, rebates and value added tax The followmg -
crnterla must also be met before turnover is recogmsed

o the Company has transferred the SIgmﬁcant risks and rewards of ownership to the buyer;
e the Company retains neither continuing managenal involvement to the degree usually
associated with ownership nor effective control over the goods sold;
"« the amount of turnover can be measured reliably; - » :
e itis probable that the Company will receive the consideration due under the transaction; and
. 'the costs incurred or to be inicurred in respect of the transaction can be measured reliably.

The majority of the Company’s turnover is derived from the sale of product to customers For the sale
-of product the turnover is recognised when the related products are complete, and shipped to the
customers according to the agreed contractual shipment terms. :

3.6 Government Grants

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

37 Exceptlonal 1tems .

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

3.8 Research and development

Research and development expendlture is written off to the proﬁt and loss account in the'year m
- -which it is incurred. : : :

3.9 Finance income and costs

(1) Interest income
Interest income is recogmsed using the effecnve 1nterest rate method.

(i) . Fmance costs

Finance costs are charged to the profit and loss account over the term of the debt using the effective
‘interest method so that the amount charged is at a constant rate on the carrying amount. Issue costs
are 1n1t1ally recogmsed as a reduction in the proceeds of the assocrated capital mstrument

" 3:10 Employee benefits

- The’Company provides a range of benefits to employees, including annual bonus arrangements, paid
hohday arrangements and a defined beneﬁt and contribution pensxon plan. .

@) Short term benefits - -

Short term benefits, including holiday pay. and other similar non-monetary beneﬁts, are recognised as .
an expense in the period in whxch the service is received. : :
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Notes to the financial statements (continued)
3.10 Employee Benefits (contihued)

(ii) Defined contribution pension p]an

The Company operates a defined contribution penswn plan for certain employees A defined"

contribution plan is a pension plan under which the Company pays fixed contributions into a separate

entity. Once the contributions have been paid the Company has no further payment obligations. The

. contributions are recognised as an expense when they are due. Amounts not paid are shownin °
'Creditors: amounts falling due within one year' in the balance sheet. The assets of the plan are held

separately from the Company in independently administered funds. .

(iii) Defined benefit pensmn plan :

The Company participated in a group defined benefit pension scheme. The pension scheme was
accounted for in a fellow subsidiary, Firth Rixson Limited. The contributions paid by the Company are
accounted for as if the scheme were a defined contribution scheme as the Company is unable to
separately identify its share of the underlying assets or liabilities in the scheme. Such contributions
ceased on 1 December 2019.

(iv) Annual bonus plan

The Company operates a discretionary bonus plan for émployees. An expense is recognised in the

- profit and loss account when the Company has a legal or constructive obligation to make payments
under the plan as'a result of past events and a reliable estimate of the obligation can be made.

(v) Share-based payments

Arconic Inc. group operates a number of equity-settled, share—based compensatlon plans. The fair
value of the employee services received in exchange for the grant of the options is recognised as an
expense. The total amount to be expensed over the expected vesting period is determined by reference:
to the fairvalue of options granted, excluding the input of any non-market vesting conditions. -The
Company recognises an expense in the profit and loss account in a similar way based on those options -
granted to subsidiary employees; with a corresponding adjustinent to equity. Access to this plan for

the relevant employees of the Company ceased on 1 December 2019. :

The Group through its parent company, Forged Solutions Group Inc operates an equity-settled share-
based compensation plan for certain employees of the Group. The options were granted in November
2020 and have various vesting criteria over a 10 year period. The directors have obtained an external
valuation of the scheme, using a binomial and Monte Carlo model for separate aspects of the scheme.
Key judgements in the valuation included the starting equity value of the Group, exit date
probabilities, volatility (based-on comparable quoted companies) and staff turnover. Based on the
assumptions used and the grant date of the scheme, the directors have concluded that the fair value of

. the employee services is entirely immaterial to the Company and accordingly no further disclosure has
been included in the financial statements. .

3.11 Inventories

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

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

. overheads (based on normal operating capacity).

At the end of each reporting period,iliventories are assessed for impairment. If an item of inventory is
impaired, the identified inventory is reduced to its selling price less costs to complete and sell and an -
impairment charge is recognised.in the profit and loss account. Where a reversal of the impairment is
recogmsed the impairment charge'is reversed, up to the ongmal 1mpa1rment loss, and is recognised as -
a credit in the proﬁt and loss account.

19



Forged Solutions Group Limited
(formerly Firth Rixson Forgings Limited)

. Annual Report and financial statements
. 31 December 2020

' Notes to the financial statements’ (continued)
3.12 Cash at bank and in hand '

Cash at bank and in hand includes cash in hand, deposits held at call w1th bariks, and other short-term
highly liquid investments with original maturities of three months or less. Bank overdrafts, when
applicable, are shown within borrowings in current liabilities.

3.13 Provision for liabilities -

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

Provisions are charged as an expense to the profit and loss account in the year that the Company |
becomes aware of the obligation and are measured at the best estimate at the balance sheet date of the
expenditure required to settle the obligation, taking into account relevant risks and uncertainties.
When payments are made, they are charged to the provision carried in the balance sheet.

3.14 Intangible assets

Computer software and capltahsed new product development are stated at cost less accumulated

- amortisation and accumulated impairment losses. They are amortised over its estimated useful life of
between three and five years, on a straight-line basis. Where factors such as technological
advancement or changes in market price indicate that residual value or useful life have changed, the
residual value, useful life or amortization rate is amended prospectively to reflect the new :
circumstances. The assets are rev1ewed for impairment if the above factors indicate that the carrying
amount may be impaired.

3.15 Tangible assets

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

“Repairs and maintenance costs are expensed as incurred.

Depreciation is charged so as to allocate the cost of assets less their residual value over their estimated
useful lives, using the straight-line method. The estimated useful 11ves and principal annual rates used
for this purpose range as follows

Bmldmgs 50 years - :

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

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

Tangible assets are derecogmsed on disposal or when no future economic benefits are expected. Gains
and losses on dlsposals are determined by comparing the proceeds with the carrying amount and are
recogmsed within the profit and loss account.

B
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3.16 Called up share capital

Ordinary shares are classified as equlty Equity instruments are measured at the fair value of the cash
or other resources réceived or receivable, net of the direct costs of issuing the equity instruments. If .
payment is deferred and the time value of money is material, the initial measurement is on a present
value basis. :

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

3.17 Leased assets

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

(i) Finance leased assets

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

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

3.18 Impairment of non-current financial assets

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

The recoverable amount of the asset is the higher of the fair value less costs to sell and value in use.
Value in use is defined as the present value of the future cash flows before interest and tax obtainable

_as a result of the asset's continued use. These cash flows are discounted using a pre-tax discount rate
that represents the current market risk-free rate and the risks inherent in the asset. If the recoverable
amount of the asset is estimated to be lower than the carrying amount, the carrying amount is reduced
to its recoverable amount. An impairment loss is recognised in the profit and loss account, unless the
asset has been revalued when the amount is recognised in other comprehensive income to the extent’
of any previously recognised revaluation. Thereafter any excess is recognised in the profit and loss
account.

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

the profit-and loss account. .
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319 Current and deferred taxation’

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

~ Company operates and generates income.

Deferred tax is recognlsed in respect of all ttmmg differences that have ongmated but not reversed by
" the balance sheet date, except that: ‘

. The recognition of deferred tax assets is limited to the extent that it is probable that they will
: be recovered against the reversal of deferred tax liabilities or other future taxable profits;
o Any deferred tax balances are reversed if and when all conditions for retaining associated tax
allowances have been met; and '
o  Where they relate to timing differences in respect of interests in subsxdlanes associates,
branches and joint ventures and the Company can control the reversal of the timing
differences and such reversal is not considered probab]e in the foreseeable future.

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

Current or deferred taxation assets and liabilities are not discounted. - -
" 3.20 Government grants

Amounts received in relation to the UK Coronavirus Job Retention scheme have been credited to the
proﬁt and loss account in the period to which they relate to.
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‘ 3 21 Fmancxal Instruments
The Company has chosen to adopt Sections 11 and 12 of FRS 102 in respect of financial 1nstruments
(i) Financial assets

Basic financial assets, including trade and other debtors, amounts owed by group undertakings and
cash and bank balances, are initially recognised at transaction price, unless the arrangement
constitutes a financing transaction, where the transaction is measured at the present value of the
future receipts discounted at a market rate of interest.

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

Financial assets are derecogmsed when (a) the contractual rights to the cash ﬂows from the asset
expire or are settled, or (b) substantially all the risks and rewards of the ownership of the asset are
transferred to another party or (c) control of the asset has been transferred to another party who has
the practical ability to unilaterally sell the asset to an unrelated third party w1thout imposing
additional restrictions.

(ii) Financial liabilities

Basic financial liabilities, including trade and other creditors and amounts owed to group
undertakings, are initially recognised at transaction price, unless the arrangement constitutes a
financing transaction, where the debt instrument is measured at the present value of the future

- receipts discounted at a market rate of interest. Trade creditors are obligations to pay for goods or
services that have been acquired in the ordinary course of business from suppliers. Trade creditors
are classified as 'Creditors: amounts falling due within one year' if payment is due within one year or
less. If not, they are presented as 'Creditors: amounts falling due after more than one year'. Trade
creditors are recognised initially at transaction price and subsequently measured at amortised cost
using the effective interest method. .

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

(iii) Offsetting -

Financial assets and 11ab1ht1es are offset and the net amounts presented in the financial’ statements

when there is a legally enforceable right to set off the recognised. amounts and there is an intention to
- settle on a net basis or to realise the asset and settle the liability simultaneously.

(1v) Denvatlves

Derivative financial instruments can be a financial asset or a ﬁnanmal 11ab111ty and are not basic
financial instruments. Derivatives, including forward foreign exchange contracts are initially
recognised at fair value on the date a derivative contract is entered into and are subsequently re-
measured at their fair value. Changes in the fair value of derivatives are recognised in profit or loss in
finance costs or income as appropriate. The Company does not currently apply hedge accounting for
foreign exchange derivatives.
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4 Crmcal accountmg Judgements and estlmates

Estimates and judgements are continually evaluated and are based on historical experience and other
_ factors, including expectations of future events that are believed to be reasonable under the
circumstances. The Company makes estimates and assumptions concerning the future. The resulting
accounting estimates will, by definition, seldom equal the related actual results. The estimates and .
assumptions that have a s:gmﬁcant risk of causing a material adjustment to the carrying amounts of
assets and liabilities within the next financial year are addressed below.

(i) Useful economic lives and tangible assets

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

(ii) Impairment of debtors

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

(iii) Impairment of tangible assets ‘
The Comipany considers whether tangible assets are 1mpa1red Where an indication of impairment is
identified the recoverable value is estimated. The calculation of recoverable value requires the use-of
estimates and assumptions consistent with the most recent budgets and plans that have been formally
.approved by management together with the selection of appropriate discount rates in order to
calculate the net present value of those cash flows.

(iv) Inventory provisioning

The Company’s principal activity during the perlod was the production of hammer, press extrusion .
and upset forgings in alloy and carbon steels, nickel based, titanium and other special alloys which are
subject to changing customer requirements as a result of market conditions. As a result of the
aforementioned factors it is necessary to consider the recoverability of the cost of inventory and the

" associated provisioning required. Wheri calculating the inventory provision, management considers
the nature and condition of the mventory, as well as applying assumptions around anticipated
saleability of finished goods and work in progress and future usage of raw materials. See note 15 for
the net carrying amount of the mventory and associated provision.

24



Forged-Solutions Group Limited =
(formerly Firth Rixson Forgings Limited)
Annual Report and financial statements
' 31 December 2020
- Notes to the financial statements (continued)
5 . Turnover
* The ahalysis of the Company's turnover for the year from continuing operatidng is as follows:

2020 2019

: - £000 - £000

Sale of goods - ’ : - . . © 69,910 99,066 .
Sale of scrap : o S . 1,064 2,126
70,974 101,192

The analysis of the Comipany's turnover for the year by geographical market destination is provided
below: : ‘ - ' . .

2020 2019
i : £ooo £ooo
United Kingdom ' . " 21,901 20,511 .
Rest of Europe o » - 14,402 29,934
Restof world : . o 34,671 50,747
‘ - 70,974 101,192
6 Operatingloss
Arrived at after charging/(crediting);
2020 2019 .
_ ' ) A £000 £000
Impairment of inventories . 714 - 31
Depreciation of tangible fixed assets . - 3,555 - 3,392
Amortisation of intangible fixed assets - - . 56
Impairment of intangible fixed assets . ) _ - 432
~ Foreign exchange (gains)/losses ' o i - (449) - 312
Operating lease expense - other : o 924 886
UK coronavirus job retention scheme income R  (2,158) - Lo

(Profit)/loss on disposal of tangible fixed assets _ ’ (154) ’ 3

v

£2,087,ooq. (2019: £nil) has been credited to cost of sales and £71,000 (2019: £nil) has been credited
to administrative-expenses in respect of the UK coronavirus job retention scheme.
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7~ Exceptional items

2020 - 2019

' S L £0o00 - £000
Redundancy costs = ) ) . 2,465 : -
Costs assocxated with the closure of the Arcomc defiried benefit pension . - ' 626

.scheme- . A v
Costs associated with flood . . ' - . o .- 795
' 2,465 . 1,421

During 2020 the Company undertook two redundancy programmes in response to-reduced market
"demand as a result of Cov1d-19 Redundancy costs totalling £2,465,000 were incurred. :

The costs of £626, ooo represent payments made to the Firth Rixson- Retxrement Benefits Plan in
respect of employees of the Company following the closure of thlS plan, together with associated

- . professional fees..

In November 2019 a flood occurred at the Sheffield sites which caused significant damage and a
temporary cessation in production. Costs totalling £795,000 were incurred in rectifying the plant and
equxpment and the facilities WhJCh have been charged to the profit and loss account.

8 Interest payable and sunllar expenses

2020 = 2019
) . "£000 ~ Eooo
Interest on bank loans R ‘521 64
Interest payable on loans from group undertakings - 4 : ’ S ; 710
Amornsatlon of bank arrangement fee S - 58 .-
Other interest o : Y -
' 606 774
"9 Staff costs

The aggregate payroll costs (including directors' remﬁnefation) were as follows:
’ 2020 2019
. : . £000 . - £000
Wages and salaries o ) 21,122 - 22,621
Social security costs oo : ' 2,228 2,432
Other pension costs o P ‘ 1;759, 2,866

- 25,109 27,919
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.9 Staff costs (continued)

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

2020 . 2019

L . , . No. No.
Production - . ‘443 - 471
Administration and support ‘ ) , 38 30
481 501

Key management compensation was as follows: . :

) 2020 2019
' . ) . £oo00 Eooo,

Short term employee benefits - ' . 618 1,004
Long term employee benefits : : . 43, 61

’ g ' ' 661 . 1,065

_Of the above £484,000 (2019 £638 000) is charged to the profit and loss account in the Company,
and £177,000 (2019 £427,000) is charged to a 51ster company.

10 Directors' remuneration

" The directors' remuneration for the year was as follows: -
. C 2020 2019

: L . £000 .£oo00
Emoluments - 306 © 368
Contributions paid to moneypurchase schemes ‘ ' 22 32

' . ‘328 - 400

£177,ooo (2019: £nil) was also paid by a sister company in relation to the directors for which it is not
_‘pos31ble to speclﬁcally identify the element relating to acting as dlrectors of the Company

Dunng the year the number of dxrectors who were receiving beneﬁts and share mcennves was as
) follows

2020 2019

s . : No. No.
Received or were entitled to receive shares under long term incentive 3. .2

schemes . ' o
Accruing benefits under money purchase schemes : : . 3 3
In respect of the highest paid director: '

4 - o 2020 2019

. . £oo00 £000 -
Emoluments ' ‘ 156 - 160
Contributions paid to money purchase schemes =~ - - ‘ 14 14
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~ 11 Auditors’ remuneration

Audit of the financial statements

12 Tax on loss

Tax charged/(credited) in the profit and loss account

Current taxation
A ‘UK corporation tax

UK corporation tax adjustment to prior periods .

Deferred taxatlon

" Arising from origination and reversal of timing differences

The tax on loss before taxation for the year is lower than the standard rate of corporation tax in the UK '
(2019 — higher than the standard rate of corporatlon tax in the UK) of 19% (2019 - 19%) The

dxfferences are reconciled below

Loss before taxation

Cdrporation tax at standard rate A
 Effect of expense not deductible in determining taxable loss

Group relief surrendered for nil payment .
Deferred tax (credit)/charge relating to changes in tax rates or laws
‘Deferred tax charge from a prior period ‘

Tax losses not recognised

UK corporation tax adjustment to prior periods

Tax increase from effect of capital allowances and deprec1anon
Other '

Total tax charge/ (cfedit)

31 December 2020

2019

. (286)

2020 2019
£000- - £ooo
(6,106) - (1,367)
(1,160) - (260)
1 - 47

47 o3

- (841) 14
- 778 1,568
1,935 -
- (596) ' (1,739)
53 53
(31) -
186 (=86)

". Until 1 Décember 2019 where relief was claimed against losses sustained by other companies in the

Arconic group, this relief is charged to the Company by the donor company at the rate of £1 for every
_£1 of taxation not paid. Any losses surrendered to other group companies are surrendered at nil value.
Amounts payable for group relief are included in the taxation charge of the Company.

2020 ]
£000 £000
49 50
2020 ] 2019
£oo0 _£oo00
 (596)  (1,739)
(596) (1,739) .
782 1,453
186
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12 Tax on loss (continued)

. Deferred taxes comprise;

Asset
) 2020 2019
. - , . £o00 £000
Accelerated capital allowances : a o 4,866 5,425
Short term timing differences S : 18 -
Losses ‘ , ‘2,261 - 2,502
7,145 7,927

~ The Company has-an unrecognised deferred tax asset of £1,935,000 relating to tréding losses.

On 3 March 2021, the Chancellor of the Exchequer announced that the main rate of corporation tax in

the United Kingdom will rise to 25% with effect from 1 April 2023 for companies earning annual

taxable profits in excess of £250,000. Companies earning annual taxable profits of £50,000 orless

will continue to pay corporation tax at 19% with a marginal rate adjustment for companies earning

annual taxable profits between the two levels. These changes had not been substantively enacted at
the balance sheet date and therefore no adjustment has been made to deferred taxation balances to

. account for this change. Had the change been substantively enacted at the balance sheet date, the
"impact on deferred tax balances would have been to increase the deferred tax asset by £2,256,000.

13 Intangible assets
. Other
_ intangible Total
o ' assets
’ £ooo £ooo
Cost . ‘
At 1 January 2020 - o . 544 544
Additions A - -
At 31 December 2020 ‘ 544 544
. Accumulated amortisation ‘ ) o .
At 1 January 2020 A 544 544
Amortisation charge - = : . . - -
~At31 December 2020 . . © 544 544
Carrying amount . _
At 31 December 2020 L ' - -
At 31 December 2019 _ : ‘ , - -

29
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14 Tangible assets

-Cost
At 1 January 2020
Additions
- Disposals
Transfers
At 31 December 2020
Accumulated depreciation
At 1January 2020 ..
Charge for the year
Eliminated on disposal

At 31 December 2020
Carrying \:falue :
At 31 December 2020

At 31 December 2019

Security

14

Freéhold Land

" Forged Solutions Group Limited

(formerly Firth Rixson Forgings Limited)
" Annual Report and financial statements
31 December 2020

Plant and Construction in - Total
and buildings. equipment progress - - .
£000, £oo00 £000 -£000
12,002 126,204 5,525 143,951
- 272 5081 5,353
- (1;240) o - (1,240)
- 7,370 @379 -
12,222 - .132,606 3,236 148,064
2,390 113,318 - . 115,708
278 . 3,277 - 3,555
- - (1,184) - (1,184)
2,668 115,411 - 118,079
9,554 17,195 ..3,236 20,985
- 9,832 12,886 ..5:525

28,243

The total carrying amount of Tanglble fixed assets pledged as security for liabilities in the year
amounted to £29,685,000 (2019: £28 243,000) in relatlon to bank loans held by the parent company,

" Aero Forgmgs Bidco Limited.”

15 Inventories

Raw materials and consumables

Work in progress

'Finished goods and goods for resale

Inventories are stated after proviSions for impairment of £8,513,000 (2019: £7,148,000).

2019

2020
~ £o000 -£000
. 13,522 9,961
12,467 26,728
8,195 = 52891
. 34,184 42,580
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16 Debtors

Trade debtors A

Amounts owed by group undertakings’
Amounts owed for group relief - '
Other debtors- _
Deferred tax assets (see note 12)
Prepayments and accrued income

Forged Solutions Group Limited
(formerly Firth Rixson Forgings Limited)
Annual Report and financial statements

31 December 2020

2020 2019-
£ooo £oo00
10,557 18,668
277 257
596 1,893
141 -
7,145 7,927
1,567 - 580
29,325

éo,_283

Trade debtors are stated after provisions for impairment of £413,000 (2019: £744,000). Amounts
owed by group undertakings are unsecured, interest free, have no fixed date of repayment and are

repayable on demand

17 Creditors: amounts falling due within one year

Due.within one year

Trade creditors " .
" Amounts owed to group undertakings
" Loans from group undertakings

Taxation and social security

Obligations under finance leases

Other creditors ' '

Accruals and deferred income

2020 .2019
£000 £000
10,179 21,604

648 -
736 . -

- 853

90 -
‘171 957
2,300 2,803
14,124 26,217

Amounts owed to group undertakmgs are unsecured interest free, have no fixed date of repayment

-and are repayable on demand

The loan from group undertakmgs was unsecured and interest free It was converted to share capital

post year-end see note 20 for further. detalls
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18 Provisions for liabilities '

Warranties Other _  Total

provisions
£oo00 . £000 £000
At 1January 2020 - . - L5 416 . 2,191
Provisions utilised -~ - a - (1266) (9 (1,175)
At 31 December 2020 ' o ‘ - 609 407 1,016

Other provisions include a reserve for environmental clean-up costs. These are expected to be utilised
over a number of years as costs are incurred. '

In 2015, the Company received a claim from a customer in relation to quality issues and a product
recall for sales made in 2013. During the year the Company has-utilised provisions totaling £1,166,000
to settle and offset claims. The remaining provisions are expected to be utilised in one to two.years.

19 Pension and other schemes
Money purchase scheme

The Company operates a money purchase scheme. The contributions to this defined contribution plan
charged to the profit and loss account in 2020 amounted to £1,759,000 (2019: £884,000).

Defined benefit pension scheme
Firth Rixson Retirement Benefits Plan (FRRBP)

The Company participated in the Firth Rixson Retirement Benefits Plan (FRRBP), which is a defined
benefit scheme. However, the contributions paid by the Company.were accounted for as if the scheme
were a defined contribution scheme, as the Company was unable to identify its share of the underlying
assets or liabilities in the scheme. The cost of contributions to the group scheme amounted to £Nil
(2019: £1,982,000) and are based on pension costs of the group as a whole. . ’
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20 Called up share capita.l and dividends

Allotted, called up ;md fully paid shares

Forged Solutions Group Limited
(formerly Firth Rixson Forgings Limited)
Annual Report and financial statements

31 December 2020

2020 2019
No.0oo . £000 , No. 000’ £000
. Ordinary shares of £1each 8,906 ~ 8,906. 4,900 4,900

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

On 27 November 2019 the Company issued 100 ordinary shares of

£1 each for a consideration of

£38,000,000. The cash received was used to immediately settle loans from group undertakings. On 18
December 2019 the share premium account of £37,999,900 referred to above was cancelled and

credited to profit and loss reserves.

On 13 August 2020 the Company 1ssued 4,006,716 ordmary shares of £1 each for a consideration of

£4,006, 716

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

£735,741.
Dividends

On 15 December 2019 the Company declared and paid a dividend of £5,000,000. On 18 December

2019 the Company declared and paid a further dividend of £24,511,
.21 Obligations under leases and hire purchase contracts
* Operating leases

The total of future minimum lease payments is as follows _

Not later than one year
Later than one year and not later than five years
Later than five years

Finance leases

Finance lease liabilities are payable as follows

Not later than one year -
Later than one year and not later than five years

Q00.

2020 = 2019

£ooo0 - | £ooo
896 813
2,220 . 11,622
401 . 698
3,517 3,133 -
2020 . 2019
£ooo0 £000
90 -
159 -
249 -
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22 Commitments
Capital commltments

The total amount contracted for but not prowded in the financial statements was £5o3,ooo (2019
£2,088 ooo) . .

' 23 Parent and ulhmate parent undertakmg

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

The largest group.in which the results of the Company are to be consolidated is that headed by Aero
Forgmgs Midco Limited, Dale Road North, Matlock, DE4 2JB. Aero Forgings Midco Limited will -
prepare accounts for the period from 3 September 2019 to 31 December 2020. No.other group
financial statements include the results of the Company.

24 Creditors: amounts falling due after more than one year

2020 2019
) - £000 fooo

Due after one year
Obligations under finance leases - ' o 159 C -

Bank loans . . o 18,072" 28,891
' ' : ' ' ' ' 18,231 28,891 .

The bank loan relates to a loan with BNP Paribas Commercial Finance Limited: The facility coversa -
number of legal entities within the Forged Solutions Group. In relation to the Company the facility
expires on 19 December 2022. There are two elements to the loan, a facility which is secured over the
inventory of the Company for which interest is charged at LIBOR plus 2.45%, and a facility which is
secured over the trade receivables of the Company for which interest is charged at LIBOR plus 1.65%..

The amount includes unamortilsé‘d finance costs of £117,000 (2019: £174,000).
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25 Notes to Cash flow statément

2020 2019

‘ . £000 £000
Loss for the financial year - . (6,202) °  (1,081)
Tax on loss S . n 186 (286)

. Net interest ’ ) o 606 . 774
Depreciation of tangible fixed assets o : - 3,555 3,392
Amortisation of intangible fixed assets o - . 56

. Impairment of intangible fixed assets . . 432
(Profit)/loss on disposal of tangible fixed assets ‘ (154) .3
Movements in working capital: A _ ' _ ' '

Decrease/ (increase) in inventories . - ' : 8,396 (4,131)
Decrease in debtors - L ' o 6,963 3,599
(Decrease)/increase in payables . (12,718) - 3,928
Movement in provisions o : . S 175)  (2,122)
Cash flow from operating activities o . (633) - 4,564 -
26 Analysis of changes in net debt
At 1 January Cash flows Non-cash At 31
2020 changes December
‘ 2020
£000 £000 £000 £000
Cash at bank and in hand 11,346 (10,518) : - 828
Loans from group undertakings - (736) - (736)
Finance leases ' - - (249) - (249)
Bank loans (28,801) 11,051 . (232)  (18,072)
(17,545) (203) - (481) (18,229)

Non cash changes represent new finance leases taken out during,the year and debt issue costs.
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~ Bankloans

2020 2019
: ‘ £000  £000
Financial assets at fair value through profit or loss - -
Financial assets measured at amortised cost 4
-~ Cash atbank and in hand . 828 11,346
- Tradedebtors . 10,557 18,668
- Other debtors 141 L
- Amounts owed by group undertakmgs 277 257
- 11,803 . 30,271
Financial assets that are equlty mstruments measured at cost less - -
- 1mpalrment :
Financial liabilities at fair value through proﬁt or loss - -
Financial liabilities measured at amortised cost
- Trade creditors I ‘10,179 - 21,604
- Other creditors - o171 957
- Accruals ' ) ' ‘2,300 2,803
- Loans from group i;ndertakings ' 736 -
- Amounts owed to group undertakings ' 648 .-
- Operating leases 3,517 - 3,133
- Financeleases 249 S -
- 18,072 - 28,891- :

35,872° . 57,388
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