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Pratt & Whitney Canada (UK) Limited

Strategic Report
The directors present their Strategic Report for the company for the year ended 30 November 2019.
The directors, in preparing this strategic report, have complied with s414C of the Companies Act 2006.

Review of business

The business continues to operate from the facility in Luton, UK focusing on aircraft engine repair
services. The company performance in the year was 20% below the original budgeted expectations of the
directors with regards to sales. This was largely due to a difference in the mix of engine types received
from customers for repair, rather than overall volume of engines serviced, compared to the mix on which
the budget was based. This also resulted in 2019 actual sales being 25% lower than 2018.

The company’s revenue for the financial year was $17,250,000 (2018: $23,190,000) with profit for the
financial year of $981,000 (2018: $1,828,000) lower than the prior year, and lower thanthe budget of
$1,874,000. As well as the difference in the mix of engine models repaired and work-scopes, the lower
sales contributed to the lower return on sales compared to prior years and budget.

Year-end net assets were $14,709,000 (2018: $13,728,000) higher than the prior year due to a decrease
in intercompany payables.

The management of the business and the execution of the company’s strategy are subject to a number of
risks. The key business risks and uncertainties affecting the company are considered to relate to
competition from other engine repair businesses, and external factors (e.g. a global health pandemic,
such as COVID-19) which may lead to customers reducing the amount of flying hours on their aircraft,
with a close correlation to the reduction in volume of engine repairs required. The company mitigates
against this risk to some extent by diversifying across all Pratt & Whitney Canada engine models, which
support diverse market segments.

The company's operations expose it to a variety of financial risks as detailed in the Directors’ Report.
Key performance indicators

The principal key performance indicators of the business are the availability of resources to accept work
from engine operators as they arise and on time delivery. The market has remained stable however due
to product mix there have been 23 instances where work has been declined due to lack of available
resources for specific engine models (2018: 38 instances). In house work on time delivery was 90%
(2018: 98%) and the mobile repair team on time delivery was 90% (2018: 99%), both against a target of
95% (2018: 95%). The main causes for decline in on time delivery was parts shortages and available
slots for engine tests. :



Pratt & Whitney Canada (UK) Limited
Strategic Report (continued)

Future Developments

The external commercial environment is expected to remain competitive in 2020. The strategy is to
increase engine capabilities (PW300) and to expand remote repair capabilities in the European market.
The Africa region repair capabilities are under review to assess the most suitable operating model and
organisation to suit the local market environment, as PWC continues to develop capabilities and customer
reach in this region. In order to take advantage of further growth opportunities a full review of technicians’
skill sets will be performed to ensure the Company can meet the demands of the market.

COVID-19
The impact of COVID-19 has been considered in the Director's Report
Approval

This report was approved by the Board and signed on its behalf by:

Nicele Neloon

N Nelson
Director
18 November 2020

Unit 13 Bilton Court. Bilton Way, Luton, Bedfordshire, LU1 1LX



Pratt & Whitney Canada (UK) Limited

Directors’ Report

The directors present their report and audited financial statements of the company for the year ended 30
November 2019.

Future Developments
Future developments have been discussed in the Strategic Report.
Dividends

The company’s profit for the financial year was $981,000 (2018: $1,828,000). The directors do not propose
a dividend for the year (2018: $nil).

Financial risk management objectives and policies
The company’s operations expose it to a variety of financial risks as detailed below.
Price risk

The company is exposed to price risk as a result of its operations. However, given the size of the
company’s operations, the costs of managing exposure to price risk exceed any potential benefits. The
directors will revisit the appropriateness of this policy should the company's operations change in size or
nature.

Creditrisk

Credit risk is not considered significant as the sales of the company are either to Pratt & Whitney Canada
Customer Service Centre Europe GmbH (CSC) or to other group companies, mainly Pratt & Whitney
Canada Corp. CSC is ajoint venture established by Pratt & Whitney Canada Corp and Motoren-und
Turbinen-Union GmbH, which acts as an intermediary betweenthe company and the engine operators. As
part of the joint venture agreement, CSC take all the credit risk and pay invoices within the 30 day term.

Exchange rate risk

Movements in the US Dollars (USD)/GBP exchange rate have an impact on the financial results. Riskis
mitigated by natural hedging whereby revenue and inventory purchases are in USD acting as a natural
hedge. Foreign exchange losses for the financial year were $87,000 (2018: $148,000).

Directors

The directors, who served throughout the year and up to the date of signing the financial statements were
as follows:

N Nelson
J Blondeau Termination of appointmenton 30 July 2019
C McClung Appointment of Director on 30 July 2019

Ms N Nelson is aresidentin Canada.
Mr C McClung and Mr J Blondeau are residents in USA.



Pratt & Whitney Canada (UK) Limited

Research and Development

The company’s business is the repair of aircraft engines and no research and developmentis carried out
by the company. Research and Developrment is carried out by the parent company, Pratt and Whitney.

Going concern

In light of the principal risks and uncentainties faced by the company the directors have carried out a
review of going concern, as shown in Note 1. The directors remain confident on the basis of the future
projections that they have adequate resources to continue in operation for the foreseeable future. The
company has received a Letter of Support from its ultimate parent company, Raytheon Technologies
Corporation, confirming support to enable the company to meet its liabilities when they fall due for a
period of at least 12 months from the date of approval of the financial statements. The company
therefore continues to adopt the going concern basis in preparing its financial statements

COVID-19

The Company is impacted by public health crises such as the global pandemic associated with COVID-19.
The COVID-19 pandemic has significantly increased global economic and demand uncertainty. Public and
private sector policies and initiatives worldwide to reduce the transmission of COVID-19, such as the
imposition of travel restrictions and the adoption of remote working, have impacted the Company business,
operations and the aerospace sector as awhole. The Company, and its ultimate parent company, Raytheon
Technologies (formerly United Technologies Corporation) are working to protectits employees, maintain
business continuity and sustain its operations, including ensuring the safety and protection of its employees
working in our offices, manufacturing and service facilities worldwide. The COVID-19 pandemic may aso
impact the Company's supply chains, including the ability of suppliers and vendorsto provide their products
and services. COVID-19 has impacted and may furtherimpactthe broader economies of affected countries,
including negatively impacting economic growth, and creating volatility and unpredictability in financia and
capital markets, foreign currency exchange rates, and interest rates. The financial impact of the COVID-19
pandemic cannot be reasonably estimated at this time but may materially affect the Company’s financial
condition, results of operations and cashflows. The extent of such impact depends on future developments,
which are highly uncertain and cannot be predicted, including new information which may emerge
concerning the scope, severity and duration of the COVID-19 pandemic and actions to contain its spread
. ortreat its impact, among others.

Post balance sheet events

Merger with Raytheon

On 9 June 2019, United Technologies Corporation entered into a merger agreement with the Raytheon
Company to combine its aerospace businesses with Raytheon to form a merged company Raytheon
Technologies Corporation. The merger was completed 3 April 2020. The merger did not have a significant
impact to the company.

The Company has evaluated events occurring subsequent to 30 November 2019 for potential recognition
ordisclosure in the financial statements and concluded there were no subsequent events that required
recognition or disclosure other than the merger and impact of Covid-19 (non-adjusting post balance sheet
event), further discussed in Going Concern note.



Pratt & Whitney Canada (UK) Limited

Statement of directors’ responsibilities in respect of the financial statements

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

Company law requires the directors to prepare financial statements for each financial year. Under that law
the directors have prepared the financial statements in accordance with United Kingdom Generally
Accepted Accounting Practice (United Kingdom Accounting Standards, comprising FRS 101 “Reduced
Disclosure Framework”, and applicable law). Under company law the directors must not approve the
financial statements unless they are satisfied that they give a true and fair view of the state of affairs of
the company and of the profit or loss of the company for that period. In preparing the financial statements,
the directors are required to:

¢ select suitable accounting policies and then apply them consistently;

e state whether applicable United Kingdom Accounting Standards, comprising FRS 101, have been
followed, subject to any material departures disclosed and explained in the financial statements;

e makejudgements and accounting estimates that are reasonable and prudent; and

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

The directors are 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.

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

Disclosure of information to auditors
Each of the persons who are directors at the date of approval of this report confirms that:

e so far as the director is aware, there is no relevant audit information of which the Company's
auditors are unaware; and

+ the director has taken all the steps that he/she ought to have taken as a director in order to make
himself/herself aware of any relevant auditinformation and to establishthat the company's
auditors are aware of that information.

Independent Auditors

PricewaterhouseCoopers LLP have indicated 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 Meeting.

Approved by the Board and signed on its behalf by:

Nicole Neloan

N Nelson

Director

18 November 2020

Unit 13, Bilton Court, Bilton Way, Luton, Bedfordshire, LU1 1LX



Pratt & Whitney Canada (UK) Limited

Independent auditors’ report to the members of Pratt & Whitney Canada (UK)
Limited

Report on the audit of the financial statements

Opinion
In our opinion, Pratt & Whitney Canada (UK) Limited's financial statements:

e give atrue and fair view of the state of the company's affairs as at 30 November 2019 and of its
profit for the year then ended,;

e have been properly prepared in accordance with United Kingdom Generally Accepted Accounting
Practice (United Kingdom Accounting Standards, comprising FRS 101 “Reduced Disclosure
Framework”, and applicable law); and

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

We have audited the financial statements, included within the Annual Report, which comprise: the
statement of financial position as at 30 November 2019; the statement of comprehensive income, the
statement of changes in equity for the year then ended; and the notes to the financial statements, which
include a description of the significant accounting policies.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (“ISAs (UK)") and
applicable law. Our responsibiltties under ISAs (UK) are further described in the Auditors’ responsibilities
for the audit of the financial statements section of our report. We believe that the audit evidence we have
obtained is sufficient and appropriate to provide 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
We have nothing to report in respect of the following matters in relation to which ISAs (UK) require us to
report to you where:

o thedirectors’ use of the going concern basis of accounting in the preparation of the financial
statements is not appropriate; or

o the directors have not disclosed in the financial statements any identified material uncertainties
that may cast significant doubt about the company’s ability to continue to adopt the going concem
basis of accounting for a period of at least twelve months from the date when the financial
statements are authorised for issue.

However, because not all future events or conditions can be predicted, this statement is not a guarantee
as to the company’s ability to continue as a going concern.



Pratt & Whitney Canada (UK) Limited

Independent auditors’ report to the members of Pratt & Whitney Canada (UK)
Limited (continued)

Reporting on other information

The other information comprises all of the information in the Annual Report other than the financial
statements and our auditors’ report thereon. The directors are responsible for the other information. Our
opinion on the financial statements does not cover the other information and, accordingly, we do not
express an audit opinion or, except to the extent otherwise explicitly stated in this 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 otherwise appears to be materially misstated. If we
identify an apparent material inconsistency or material misstatement, we are required to perform
procedures to conclude whether there is a material 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 onthese 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 the responsibilities described above and our work undertaken in the course of the audit, ISAs
(UK) require us also to report certain opinions and matters as described below.

Strategic Report and Directors’ report

In our opinion, based on the work undertaken in the course of the audit, the information given in the
Strategic Report and Directors’ report for the year ended 30 November 2019 is consistent with the
financial statements and has been prepared in accordance with applicable legal requirements.

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

Responsibilities for the financial statements and the audit

Responsibilities of the directors for the financial statements

As explained more fully in the Statement of directors’ responsibilities set out on page 5, 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.



Pratt & Whitney Canada (UK) Limited

Iridependent auditors’ report to the members of Pratt & Whitney Canada (UK) Limited (continued)
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.

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

Use of this report

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

Other required reporting

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

e we have not received 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

o certain disclosures of directors’ remuneration specified by law are not made; or
+ thefinancial statements are not in agreement with the accounting records and returns.

We have no exceptions to report arising from this responsibility.

Kxﬁwn‘/ﬂ ék‘ﬂ ~-Bans

Katherine Birch-Evans (Senior Statutory Auditor)
for and on behalf of PricewaterhouseCoopers LLP
Chartered Accountants and Statutory Auditors
London

18 November 2020



Pratt & Whitney Canada (UK) Limited

Statement of comprehensive income
For the year ended 30 November 2019

2019 2018
Note $°000 $'000
Revenue 3 17,250 23,190
Costofsales ] (15,548) (20,573)
Gross profit 1,702 2,617
Administrative expenses ' (1,179) (1,213)
Other operating income 4 428 433
Profit before interest 951 1,837
Finance income 5 77 49
Finance cost (2) -
Profit before income tax 6 1,026 1,886
Income tax expense 9 (45) (58)
Profit for the financial year 981 1,828
Other comprehensive income for the year, net of tax - -
Total comprehensive income for the year 981 1,828




Pratt & Whitney Canada (UK) Limited
Registered number: 3324641

Statement of financial position
At 30 November 2019

Note 2019 2018
$'000 $'000
Fixed assets
Property, plant and equipment 10 833 812
Trade and other receivables 12 138 136
Right-of-use assets 16 449 -
Deferred tax asset . 14 198 235
o i 1,618 1,183
Current assets
Inventories 11 2,919 1,567
Trade and other receivables:
- due within one year 12 13,125 15,895
Deferred tax asset
- due within one year 14 82 90
Creditors: Amounts falling due within one year 13 (2,882) (5,007)
Net current assets 13,244 12,545
Total assets less current liabilities 14,862 13,728
Creditors: Amounts falling due after more than one 16 (153) -
year
Net assets 14,709 13,728
Equity
Called up share capital 15 2 2
Share premium account 37,334 37,334
Accumulated losses (22,627) (23,608)
Total Shareholders’ funds 14,709 13,728

The notes on pages 12 to 29 form part of these financial statements

The financial statements on pages 9 to 29 were approved by the board of directors on 18 November 2020

and were signed on its behalf by:

Nicale Nebson

N Nelson
Director

10



Pratt & Whitney Canada (UK) Limited

Statement of changes in equity
For the year ended 30 November 2019

Ordinary Share Accumulated Total
shares premium Losses $°000
$°000 $°000 $°000

Balance at 1 December 2017 2 37,334 (25.436) 11,900
Total comprehensive income for the year - - 1,828 1,828
Balance at 30 November 2018 2 37,334 (23,608) 13,728
Total comprehensive income for the year - - 981 981
Balance at 30 November 2019 2 37,334 (22,627) 14,709

11



Pratt & Whitney Canada (UK) Limited

Notes to the financial statements
For the year ended 30 November 2019

1. Accounting policies

Pratt & Whitney Canada (UK) Limited provide aircraft repair services for customers in Europe, Middle
East and Africa.

The company is a private limited company and is incorporated and domiciled in England, UK. The
address of its registered office is Unit 13 Bilton Court, Bilton Way, Luton, Bedfordshire, LU1 1LX,
England.

The principal accounting policies are summarised below. They have all been applied consistently
throughout the year and all the years presented, uniess otherwise stated.

Basis of preparation

The financial statements of Pratt & Whitney Canada (UK) Limited have been prepared in accordance with
Financial Reporting Standard 101, ‘Reduced Disclosure Framework’ (FRS 101). The financial statements
have been prepared on a going concern basis under the historical cost convention, and in accordance
with the Companies Act 2006.

The preparation of financial statements in conformity with FRS 101 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 2.

The financial statements have been prepared on the historical costbasis.

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

The following paragraphs of IAS 1, ‘Presentation of financial statements’:

o 10(d), (statement of cash flows),

o 38B-D (additional comparative information),
o 111 (cash flow statement information), and
o 134-136 (capital management disclosures).

- |IAS 7, ‘Statement of cash flows'.

- Paragraph 30 and 31 of IAS 8 ‘Accounting policies, changes in accounting estimates and errors’
(requirement for the disclosure of information when an entity has not applied a new IFRS that has
been issued butis not yet effective).

- Paragraph 17 of IAS 24, ‘Related party disclosures’ (key management compensation)

- The requirements in IAS 24, '‘Related party disclosures’ to disclose related party transactions

entered into between two or more members of a group.

Where required, equivalent disclosures are given in the group financial statements of Raytheon
Technologies Corporation (formerly United Technologies Corporation) which are available to the public
and can be obtained as setout in note 20. :

The directors remain confident on the basis of the future projections that they have adequate resources to
continue in operation for the foreseeable future. The company has received a Letter of Support from its
ultimate parent company, Raytheon Technologies Corporation, confirming support to enable the company
to meet its liabilities when they fall due for a period of at least 12 months from the date of approv al of the
financial statements. The company therefore continues to adopt the going concern basis in preparing its
financial statements

12



Pratt & Whitney Canada (UK) Limited

Notes to the financial statements
For the year ended 30 November 2019

1. Accounting Policies (continued)

New standards, amendments and interpretations adopted

The following pronouncements, issued by the Intemational Accounting Standard Board (“IASB"), are
effective as of 1 December 2018

IFRS 15, Revenue from contracts with customers (“IFRS 15”), deals with revenue recognition and
establishes principles for reporting useful information to users of financial statements about the
nature, amount, timing and uncertainty of revenue and cash flows arising from an entity’s
contracts with customers. Revenue is recognised when a customer obtains control of a good or
service and thus has the ability to direct the use and obtain the benefits from the good or service.
The standard replaces IAS 18 ‘Revenue’ and IAS 11 ‘Construction contracts’ and related
interpretations. The adoption of this new standard has no material impact on the amounts
recognised in the prior period and is not expected to significantly affect to the current revenue
recognition policies of the Company.

IFRS 9, Financial Instruments (“IFRS 9”) deals with the classification, measurement and
impairment of financial instruments, as well as hedge accounting. IFRS 9 replaces the multiple
classification and measurement models for financial assets in IAS 39 with a single model that has
three classification categories: amortised cost, fair value through OCI, and fair value through
profit or loss.

Classification under IFRS 9 is drivenby the entity's business model for managing the financial
assets and whether the contractual characteristics of the financial assets represent solely
payments of principal and interest. Investments in equity instruments are required to be
measured at fair value through profit or loss with the irrevocable option at inception to present
changes in fair value in OCI. The classification and measurement of financial liabilities under
IFRS 9 remains the same as in IAS 39 except where an entity has chosen to measure a financial
liability at fair value through profit or loss. For such liabilities, changes in fair value related to
changes in own credit risk are presented separately in OCI.

The impairment rules of IFRS 9 introduce an expected credit losses model that replaces the
incurred toss impairment model used in IAS 39. Such new impairment model will generally result
in earlier recognition of losses compared to IAS 39. The hedging rules of IFRS 9 better align
hedge accounting with an entity's risk management strategies. Also, some of the prohibitions and
rules in IAS 39 are removed or changed, making hedge accounting easier or less costly to
achieve for many hedges. The adoption of this new standard has no material impact on the
amounts recognised in the prior period and is not expected to significantly affect to the current
policies of the Company.

IFRS 16 is a new accounting standard that is effective for the y ear starting 1 January 2019 but
was early adopted by the company for the year starting 1 December 2018 and has had a material
impact on the company’s financial statements — see note 16.

There are no other amendments to accounting standards, or IFRIC interpretations that are

effective as of 1 December 2018 that have had a material impact on the company's financial
statements.

13



Pratt & Whitney Canada (UK) Limited

Notes to the financial statements
For the year ended 30 November 2019

1. Accounting Policies (continued)
Property, plant and equipment

Leasehold buildings, fixtures and equipment are stated at cost less accumulated depreciation and any
recognised impairment loss.

Depreciation is provided on all tangible fixed assets 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:

Leasehold buildings Over lease term
Plant and machinery 7-12years
Office and computer equipment 3-10vyears

Impairment of tangible assets

At each balance sheet date, the Company reviews the carrying amounts of its tangible 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 loss (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.

Recoverable amountis the higher of fair value less costs to selland 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 beless than its carrying
amount, the carrying amount of the asset (or cash-generating unit) is reduced to its recoverable amount.
Animpairment loss is recognised immediately in profit or loss.

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-generating unit) in prior years. A reversal of an impairment loss is
recognised immediately in profit or loss.

Inventories

Inventories are stated at the lower of cost and net realisable value. Cost is determined using standard
cost. Cost includes materials, direct labour and an attributable proportion of manufacturing overheads
based on normal levels of activity. Net realisable 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.

Cash

The company participates in a cash pool arrangement with a related party and all cash balances are
swept into the head cash pool account on a daily basis.

14



Pratt & Whitney Canada (UK) Limited

Notes to the financial statements
For the year ended 30 November 2019

1. Accounting Policies (continued)
Taxation

Current tax, including UK corporation tax and foreign tax, is p rovided 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
taxable or deductible in other years and it further excludes items that are never taxable or deductible.

Deferred taxis the tax expected to be payable or recoverable on differences between the carrying
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 liabilty method. Deferred tax
liabilities are generally recognised for all taxable temporary differences and deferred tax assets are
recognised to the extent that itis probable that taxable profits will be available against which deductible
temporary differences can be utilised. 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 transaction that affects neither the taxable profit
nor the accounting 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 recovered.

Deferred taxis calculated at the tax rates that are expected to apply in the period when the liability is
settled or the asset is realised based on tax laws and rates that have been enacted or substartively
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 would follow
from the manner in which the company expects, at the end of the reporting period, 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 offset current tax
assets against current tax liabilities and when they relate to income taxes levied by the same taxation
authority 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 income statement, except when they relate to items thatare

recognised in other comprehensive income or directly in equtty, in which case, the current and deferred
tax are also recognised in other comprehensive income or directly in equity respectively.

15



Pratt & Whitney Canada (UK) Limited

Notes to the financial statements
For the year ended 30 November 2019

1. Accounting Policies (continued)

Sales of services

Revenue is measured at the fair value of the consideration received or receivable and represents
amounts receivable for goods supplied, stated net of discounts and value added taxes. The company
recognises revenue when performance obligations have been satisfied and for the company this when
the services have been rendered to the customer.

Over time revenue recoghnition

Performance obligations are satisfied over-time if the customers receive 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 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 when an engine is at ‘Cycle 3'. In order for revenue to be recognised
at Cycle 3, all parts required to rebuild the engine should have been received and the only work required
to complete the contract is to assemble the engine.

During the year there were 8 engines where revenue was recognized at Cycle 3 with 1 engine being at
Cycle 3 at yearend. The revenue value of this engine was $7,000 and therefore the adoption of IFRS 15
has no material effect on the accounts.

A joint venture company operates as an intermediary between the Company and its ultimate customers as
detailed within note 18.

Finance income

Finance income is recognised when it is probable that the economic benefits will flow to the Company
and the amount of revenue can be measured reliably. Interestincome is accrued on a time basis, by
reference to the principal outstanding and at the effective interest rate applicable, which is the rate that
exactly discounts estimated future cash receipts through the expected life of the financial asset to that
asset’'s net carrying amount on initial recognition.

Pension costs

For defined contribution schemes the amount charged to the statement of comprehensive incomein
respect of pension costs and other post-retirement benefits is the contributions payable in the year.
Differences between contributions payable in the year and contributions actually paid are shown as either
accruals or prepayments in the balance sheet.

Foreign currency

The financial statements are presented in US Dollars, 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.

Exchange differences are recognised in profit or loss in the period in which they arise.
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Pratt & Whitney Canada (UK) Limited

Notes to the financial statements
For the year ended 30 November 2019

1. Accounting Policies (continued)
Leases

The company leases offices and vehicles. Rental contracts are typically made for fixed periods of 6
months to 10 years but may have extension options.

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
leased assets that are held by the lessor. Leased assets may not be used as security for borrowing
purposes.

Until the 2018 financial year, leases of property, plant and equipment were classified as either finance
leases or operating leases. From 1 December 2018, leases are recognised as a right-of-use assetand a
corresponding liability at the date at which the leased asset is available for use by the company (Note 16).

Assets and liabilities arising from a lease are initially measured on a present value basis. Lease liabilities
include the net present value of the following lease payments:
« Fixed payments (including in-substance fixed payments), less any lease incentives receivable;

.+ Variable lease payments that are based on an index or a rate, initially measured using 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 terminating the lease, if the lease term reflects the company exercising that
option.

Lease payments to be made under reasonably certain extension options are also included in the
measurement of the liability. The lease payments are discounted using the interest rate implicitin 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 obtain an asset of similar value to the right-of-use assetin a similar
economic environment with similar terms, security and conditions.

The company is exposed to potential future increases in variable lease payments based on anindex 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 finance cost. The finance cost is charged to profit or
loss over the lease period so as to produce a constant periodic rate of interest on the remaining balance
of the liability for each period.

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

» The amount of the initial measurement of 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 tem

on a straight-line basis. If the company is reasonably certain to exercise a purchase option, the right-of-
use asset is depreciated over the underlying asset’s useful life.
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Pratt & Whitney Canada (UK) Limited

Notes to the financial statements
For the year ended 30 November 2019

1. Accounting Policies (continued)
Leases (continued)

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 profit or loss. Short-term leases are leases with a
lease term of 12 months or less.

Trade and other receivables

Trade receivables and other receivables that have fixed or determinable payments that are not quoted in
an active market are classified due from customers for services performed in the ordinary course of
business, including amounts owed from group undertakings and joint ventures.

Trade receivables are recognised intially at the amount of consideration that is unconditional, unless they
contain significant financing components, when they are recognised at fair value. The company holds the
trade receivables with the objective of collecting the contractual cash flows and therefore measures them
subsequently at amortised cost using the effective interest method.

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

To measure the expected credit losses, trade receivables and contract assets have been grouped based
on shared credit risk characteristics and the days past due. The contract assets relate to unbilled work in
progress and have substantially the same risk characteristics as the trade receivables for the same types
of contracts. The company has therefore concluded that the expected loss rates for trade receivables are
areasonable approximation of the loss rates for the contract assets.

Trade and other creditors
Trade creditors and other creditors that have fixed or determinable payments that are not quoted in an

active market are classified as payables, including amounts owed to group undertakings and joint
ventures. They are initially recognised at fair value and subsequently at amortised cost.
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Pratt & Whitney Canada (UK) Limited

Notes to the financial statements
For the year ended 30 November 2019

2. Critical accounting judgements 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 assumptions are reviewed on an ongoing basis. Revisions to accounting
estimates are recognised in the period in which the estimate is revised if the revision affects only that
period, orin the period of the revision and future periods if the revision affects both current and future
periods.

Inventory provision

The only significant estimate made by the directors is in relation to the inventory provision. When
calculating the inventory provision, management considers the condition of inventory as well as applying
assumptions around future usage based on previous historical usage.

As at 30 November 2019, inventory provision amounted to $260,285 (2018 - $243,540).
Lease accounting

The lease payments are discounted using the interest rate implicitin the lease. If that rate cannotbe
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 lessees would have to pay to borrow the funds
necessary to obtain an asset of similar value to the right-of-use asset in a similar economic environment
with similar terms, security and conditions.

+ To determine the incremental borrowing rate, the company;

» Where possible, uses recent third-party financing received by the individual lessee as a starting point,
adjusted to reflect changes in financing conditions since third party financing was received,

« Uses a build-up approach that starts with a riskfree interest rate adjusted for credit risk for leases held
by the company, which does not have recent third party financing; and

- Makes adjustments to specific to the lease, e.g. term, currency and security.
The company used incremental borrowing rates specific to each lease and the rates range between
2.98% - 3.37% translating to an average rate of 3.18%. A 100-basis point increase/(decrease) in the rate

would causethe lease liabilities to (reduce)/increase by $17,000 and a corresponding
(decrease)/increase in the right-of-use assets by the same amount.
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3. Revenue

All revenue is attributable to the Company's principal activity, the repair and maintenance of aircraft

engines.

The geographical location of customers is set out below.

2019 2018
$°000 $000

Revenue: .
Continental Europe 9,947 11,184
North America 7,050 11,837
Rest of the World 253 169
17,250 23,190

4, Other operating income

2019 2018
$°000 $'000
Other operating income 428 433

Other operating income includes amounts charged to other group companies for administration services

provided and depreciation of tooling.
5. Finance income

2019
$'000

Interest income 77

2018
$'000

49
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Pratt & Whitney Canada (UK) Limited

Notes to the financial statements
For the year ended 30 November 2019

6. Profit before income tax

Profit before tax is stated after charging:

2019 2018
$’000 $'000
Net foreign exchange losses 87 148
Depreciation of property, plantand equipment 257 227
Operating lease charges 20 181
Staff costs (see note 7) 1,945 1,901
Value of inventory recognised as an expense during the year 13,268 16,797
Audit fees payable to the Company’s auditors 36 36
7. Staff costs
The average monthly number of employees (including executive directors) was:
2019 12018
Number Number
Engineers 14 13
Administration 10 10
24 23
Their aggregate remuneration comprised:
2019 2018
$°000 $'000
Wages and salaries 1,695 1,637
Social security costs 182 190
Other pension costs (see note 17) 68 74
1,945 1,901

8. Directors’ remuneration and transactions

During the year three (2018: three) of the directors were employees of another group company and their
emoluments and contributions to pension schemes on their behalf are paid by another group company.
Their service to the company is of a non-executive nature and their remuneration, including pension
benefits, is deemed to be wholly attributable to their serviceto the other group company. Accordingly,

they received no remuneration for their service as a director of the company during the year.
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9. Income tax expense

Income tax expense included in profit or loss:

2019 2018
$°000 $'000
Current tax
UK corporation tax on profits for the year - -
Adjustments in respect of prior years - -
Total current tax . - -
Deferred tax
Origination and reversal of timing differences 45 58
Total deferred tax (see note 14) 45 58
Total income tax expense 45 58

Tax assessed for the year is lower (2018: lower) than the standard rate of corporation taxin the UK for

the year ended 30 November 2019 of 19% (2018: 19%). The differences are explained below.

2019 2018
$'000 $'000
Profit before income tax 1,026 1,886
Income tax on profit at standard UK corporation tax rate of 19% 195 358
(2018:19%)
Remeasurement of deferred tax - change in tax rate (8) (11)
Group relief received (142) (289)
Total income tax expense 45 58
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9. Income tax expense (continued)

Changes to the UK corporation tax rates were substantively enacted as part of the Finance Bill 2016 on
26 October 2016. These include reductions to the main rate to reduce the rate to 19% from 1 April 2019
and to 17% from 1 April 2020. Deferred taxes at the balance sheet date have been measured using
these enacted tax rates and reflected in these statements.

In November 2019, the Prime Minister announced that he intended to cancel the future reduction in
corporation tax rate from 19% to 17%. This announcement does not constitute sub stantive
enactment and therefore deferred taxes at the balance sheet date continue to be measured at the
enacted tax rate of 17%. The cancellation has been subsequently enacted following Finance Bill
2020.

10. Property, plant and equipment .

Leasehold Plant and Office and Total

Improvements machinery Computer $’000

$°000 $'000 Equipment

$'000
Cost
- At 1 December 2017 424 3,194 37 3,655

Additions - 451 - 451
Disposals - (126) - (126)
At 30 November 2018 424 3,619 37 3,980
Additions - 278 - 278
Disposals e W) e 4Y)
At 30 November 2019 424 3,754 37 4215
Accumulated depreciation
At 1 December 2017 351 2,681 35 3,067
Depreciation 25 202 - 227
Disposals - (126) - (126)
At 30 November 2018 376 2,757 35 3,168
Depreciation 25 231 1 257
Disposals - (43) - (43)
At 30 November 2019 401 2,945 36 3,382
Net book amount
At 30 November 2019 23 809 1 833
At 30 November 2018 - 48 762 2 812
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11. Inventories

2019 2018
$'000 $'000
Work in progress 1,869 764
_Finished goods and goods for resale . 1,051 803
2,920 1,567
Inventories are stated after provisions for impairment of stock $260,000 (2018: $243,000).
12. Trade and other receivables
Amounts falling due within one year:
2019 2018
$'000 $'000
Amounts owed by group undertakings ' 12,914 15,725
Other receivables 137 102
Prepayments and accrued income 74 68
13,125 15,895

Amounts owed by group undertakings, including amounts to joint ventures of the Pratt & Whitney Canada
group, are unsecured, interest free, have no fixed date of repayment and are repayable on demand.

Amounts falling due after more than one year:

2019 2018
$'000 $'000
_Other receivables 7 138 136
138

136

Other receivables are deposits on lease agreements refundable at the end of the leaseterm.
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13. Creditors — amounts falling due within one year

2019 2018
$'000 $'000
Trade creditors 70 55
Amounts owed to group undertakings 1,920 4,484
Taxation and social security 119 130
Lease liability 309 -
Accruals and deferred income 464 338
2,882 5,007

Amounts owed by group undertakings, including amounts to joint ventures of the Pratt & Whitney Canada
group, are unsecured, interest free, have no fixed date of repayment and are repayable on demand.

14. Deferred tax asset

The analysis of deferred tax assets is as follows:

2019 2018
$'000 $'000
Deferred tax assets due within 12 months 82 90
Deferred tax assets due after 12 months 198 235
Deferred tax asset 280 325
Accelerated Total
capital
allowances
$'000 $'000
At 1 December 2017 383 383
Charged to profit or loss (58) (58)
At 30 November 2018 325 325
Charged to profitor loss (45) (45)

At 30 quember 2019 280 280
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156. Called up share capital

Ordinary shares

2019 2018
$'000 $'000
Authorised
10,000,000 ordinary shares of £1 each (2018: 10,000,000) 16,161 16,161
2019 2018
$'000 $°000
Allotted and fully-paid
1,002 ordinary shares of £1 each (2018: 1,002) 2 2

16. Leases and capital commitments

Leases

The company has lease contracts for offices and vehicles used in the operations. The amounts
recognised in the financial statements in relation to the leases are as follows:

0] Amounts recognised in the statement of financial position

2019 1 December

$'000 2018
$'000

Right-of-use assets
Buildings 263 248
Vehicles o 186 280
' ' 449 528

Lease liabilities

Current 309 271
Non-current 153 257
462 528

Additions to the right-of-use assets during the 2019 financial year were $245,496.

26



Pratt & Whitney Canada (UK) Limited

Notes to the financial statements
For the year ended 30 November 2019

(i) Amounts recognised in the statement of financial position
2019 2018
$000 $'000
Depreciation of right-of-use assets
Buiildings 206 -
Vehicles 118 -
324 -
Interest expense (2) -
Expense relating to short-term leases - -
Expense relation to leases of low value assets that are not shown above as 20 -
short term
Future minimum lease payments as at 30 November 2019 are as follows:
2019 2018
$'000 $'000
Not later than one vear 298 258
Later than one year and not later than five years 180 247
Later than five years 7 -
Total gross payments 485 505
Impact of finance expenses (23) -
Carrying amount of liability 462 505

The company initially applied IFRS 16 at 1 December 2018, using the modffied retrospective approach.
Under this approach, comparative information is not restated and the cumulative effect of initially applying
IFRS 16 is recognised in retained earnings at the date of initial application. Thus, the comparative future
minimum lease payments presented are based on IAS 17 while the current year are based on IFRS 16.

The total cash outflow for leases in 2019 was $150,152 (2018: $181,111).

Capital commitments are as follows:

Contracts for future capital expenditure not provided in the financial
statements

2019
$°000

131

2018
$'000

162
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17. Retirement benefit schemes
Defined contribution schemes

The total cost charged to the statement of comprehensive income of $68,000 (2018: $74,000) represents
contributions payable to these schemes by the Company at rates specified in the rules of the plans.
Pension contributions outstanding at 30 November 2019 are nil (2018: nil).

18. Controlling party

The company’s immediate parent undertaking is Hamilton Sundstrand International Holdings
(Luxembourg) S.a.r.l. as the balance sheet date.

The company’s ultimate parent undertaking and controlling party is Raytheon Technologies Corporation
(formerly United Technologies Corporation), a company incorporated in the United States of America.

Raytheon Technologies Corporation (formerly United Technologies Corporation) is the smallest and
largest group to consolidate these financial statements. Copies of the group financial statements are
publicly available and can be obtained from www.utc.com

19. Changes in accounting policies

The company has early adopted IFRS 16 Leases retrospectively from 1 December 2018 but has not
restated comparatives for the 2018 reporting period, as permitted under the specific transition provisions
in the standard. The reclassifications and the adjustments arising from the new leasing rules are therefore
recognised in the opening balance sheet on 1 December 2018.

On adoption of IFRS 16, the company recognised lease liabilities in relation to leases which had
previously been classified as ‘operating leases' under the principles of IAS 17 Leases. These liabilities
were measured at the present value of the remaining lease payments, discounted using the lessee's
incremental borrowing rate as of 1 December 2018. The weighted average lessee’s incremental
borrowing rate applied to the lease liabilities on 1 December 2018 was 3.18%.

In applying IFRS 16 for the first time, the company has used the following practical expedients permitted
by the standard:

Applying a single discount rate to a portfolio of leases with reasonably similar characteristics;
Relying on previous assessments on whether leases are onerous as an alternative to performing
an impairment review — there were no onerous contracts as at 1 December 2018;

o Excludinginitial direct costs for the measurement of the right-of-use asset at the date on initial
application; and

e Using hindsightin determining the lease term where the contract contains options to extend or
terminate the lease.

The company has also elected not to reassess whether a contract is, or contains a lease at the date of
initial application. Instead, for contracts entered into before the transition date the company relied on its
assessment made applying IAS 17 and IFRIC 4 Determining whether an Arrangement contains a Lease.
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20. Events after the end of the reporting period

Merger with Raytheon

On 9 June 2019, United Technologies Corporation entered into a merger agreement with the Raytheon
Company to combine its aerospace businesses with Raytheon to form a merged company Raytheon
Technologies Corporation (formerly United Technologies Corporation). The merger was completed 3 April
2020. The merger did not have a significant impact to the company.

COVID-19

The Company is impacted by public health crises such as the global pandemic associated with COVID-19.
The COVID-19 pandemic has significantly increased global economic and demand uncertainty. Public and
private sector policies and initiatives worldwide to reduce the transmission of COVID-19, such as the
imposition of travel restrictions and the adoption of remote working, have impacted the Company business,
operations and the aerospace sector as awhole. The Company, and its ultimate parent company, Raytheon
Technologies (RTX) (formerly United Technologies Corporation) are working to protect its employees,
maintain business continuity and sustain its operations, including ensuring the safety and protection of its
employees working in our offices, manufacturing and service facilities worldwide. The COVID -19 pandemic
may also impact the Company’s supply chains, including the ability of suppliers and vendors to provide
their products and services. COVID-19 has impacted and may further impact the broader economies of
affected countries, including negatively impacting economic growth, and creating volatility and
unpredictability in financial and capital markets, foreign currency exchange rates, and interest rates. The
financial impact of the COVID-19 pandemic cannot be reasonably estimated at this time but may materialy
affect the Company'’s financial condition, results of operations and cash flows. The extent of such impact
depends on future developments, which are highly uncertain and cannot be predicted, including new
information which may emerge concerning the scope, severity and duration of the COVID -19 pandemic and
actions to contain its spread or treat its impact, among others.
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