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Strategic report for the year ended 31 December 2020 

The directors present their strategic report on the Company for the year ended 31 December 2020. 

 
Principal activities 
The Company’s principal activity during the financial year was the design, development, manufacture and 

assembly of airframes, which consist principally of wing structure components. 

Business review  

Our business financial results and prospects are dependent on global aviation demand.  The COVID-19 
pandemic has had, and is expected to continue to have, a significant negative impact on aviation demand, 
our business and our industry.  In response to the pandemic, we and our customers implemented 
production suspensions and our customers adjusted production rates.  During the year ended 31 December 
2020 there was, and continues to be, significant management focus around preserving and enhancing 
liquidity and reducing costs to mitigate the impacts of the COVID-19 pandemic. 
 

The results on page 17, reflecting the trading for the year to 31 December 2020, show turnover of £365.7m, 

a decrease of (£248.1m) from 2019, resulting in a gross loss of (£4.4m) a decrease of (£87.8m) from 2019  

and operating loss of (£25.2m), a decrease of (£94.9m) from 2019. The operating loss includes (£7.7m) of 

restructuring costs in respect of workforce reductions. 

Key Performance Indicators (KPI’s) 

Measure 2020 2019 Definition and analysis 

Turnover (£m) 365.7 613.8 Decreased unit deliveries driven by the impact of the COVID-19 

pandemic on customer demand 

Gross margin (£m) (4.4) 83.4 Reduced customer demand due to COVID-19 pandemic drives 

lower unit deliveries in 2020 and creation of loss provision due 

to schedule reductions in future years.  Excess capacity costs 

due to reduced throughput were partially mitigated by cost 

savings achieved. 

Gross margin (%) (0.77%) 13.6%  

Aircraft unit sales: 

 

 

- Airbus A320 

- Airbus A330 

- Airbus A350 

- Airbus A380 

- Boeing 767 

 

 

466 
 20 
 57 

       - 

     30 

 

 

682 
  35 
107 

    1 

  33 

 

 

Aircraft unit sales represent the number of aircraft component 

sets sold. Reduction in Aircraft Unit sales due to customer 

schedule reductions in light of COVID-19 pandemic. 

 

Employee retention 

% 

96.5 93.8 Employee retention is the proportion of employees who were 

with the Company on 1 January and remained with the 

Company as at 31 December, expressed as a percentage 

(excluding the impact of workforce reductions).  
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Strategic report for the year ended 31 December 2020 (continued) 
 

Business environment 

The strategic direction of Original Equipment Manufacturers (OEMs) has demonstrated continued focus on 

final assembly and support services for their customers. The benefit to the business environment in which 

the Company operates is an increasing level of demand for design, engineering and manufacturing work on 

aerostructures. 

Demand for commercial aerostructures is directly correlated to demand for new aircraft. Demand for new 

aircraft is a function of several factors such as demand for commercial air transport and freight capacity, 

financial health of aircraft operators, and general economic conditions.  

The current economic environment has affected the order books of all aircraft OEMs and Spirit executives, 

both in the UK and at Spirit’s global headquarters, continue to take a very proactive approach to 

understanding any impact on Spirit’s future build rates through the quarterly planning cycles. 

The Company currently enjoys the benefit of exclusive long-term supply agreements with both Boeing and 

Airbus. 

Strategy 

The Company’s overriding strategy is to provide industry-leading aerostructures and systems, achieved 

through competitive pricing and product leadership.   

There are four key elements critical to the delivery of this strategy: 

(i)  Engineering application 

Our Engineering capability represents the first stage in the aircraft life cycle and is fully integrated into all 

key business operations.   

(ii)  Project management 

Dedicated project management capability has been embedded within each of the operational business 

streams and provides a key interface between the customer and the business operation. 

(iii)  Global operations 

Through a network of strategic suppliers operating within a partnership agreement framework, the 

Company identifies, develops and manages a global supply chain operation. 

(iv)  Strategic customer relations  

The Company has developed strong customer relationships with major aircraft manufacturers. 

Principal risks and uncertainties 

The management of the business and the execution of the Company’s strategy are subject to a number of 

risks.  Risks are formally reviewed by the Senior Leadership Council (SLC), consisting of the Managing 

Director and head departmental managers, and appropriate processes are put in place to monitor and 

mitigate them.  A formal process of risk reviews is also undertaken to identify specific programme risks and 

to ensure they are understood, monitored and where possible eliminated. 

  



Spirit AeroSystems (Europe) Limited 

5  

Strategic report for the year ended 31 December 2020 (continued) 

Principal risks and uncertainties (continued) 

 

The key business risks affecting the Company are set out below: 

(i) The civil aircraft business is cyclical and sensitive to commercial airlines’ profitability.  The business 

of commercial airlines is, in turn, affected by general economic conditions and global safety 

considerations. 

Our business is affected indirectly by the financial condition of the commercial airlines and other 

economic factors that affect the demand for air transportation. Demand for our product is closely 

tied to the worldwide airline industry’s ability to finance the purchase of new aircraft and the 

industry’s forecasted demand for seats, flights and routes.  Similarly, the size and age of the 

worldwide commercial aircraft fleet affects the demand for new aircraft and consequently for our 

product. 

(ii) The COVID-19 pandemic continues to have a material impact on the aviation industry, our 

customers and our business globally.  In response to the pandemic, we have implemented 

production suspensions and our customers have adjusted production rates.  We expect the 

pandemic and its effects to continue to have a significant negative impact on our business for the 

duration of the pandemic, and for an indeterminate time thereafter until demand grows closer to 

2019 levels. 

(iii) The Company depends on Airbus and, to a lesser extent, Boeing, being our largest customers. 

Financial performance will therefore be directly affected if either Airbus or Boeing reduces the 

number of products they purchase or if either experience financial difficulties. 

Currently Airbus is our largest customer, representing 97% of turnover (2019: 97%), whilst Boeing 

contributes 3% (2019: 3%). 

 (iv) Interruptions in deliveries of components or raw materials, or increased prices for components or 

raw materials used in our products could adversely impact our financial performance. 

We are dependent on regular deliveries from suppliers. Interruptions or stoppages in such deliveries 

could adversely affect our operations until arrangements with alternative suppliers, to the extent 

such suppliers exist, could be made.  If any of our suppliers were unable to deliver materials to us 

for an extended period of time, or if we were unable to negotiate acceptable terms with alternative 

suppliers, our business could suffer. 
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Strategic report for the year ended 31 December 2020 (continued) 

Financial risk management 

The Company’s operations expose it to a variety of financial risks. The Company has in place a risk 

management programme that seeks to limit the adverse effects on the financial performance of the 

Company by monitoring financial risks to the business. 

 

The directors have delegated the responsibility of monitoring financial risk management to the SLC. The 

policies set by them are implemented by the Company’s finance department. The department has a policy 

that sets out specific guidelines to manage credit risk and liquidity is managed through a structure of 

frequent management review meetings. Interest rate and foreign currency cash flow risks are managed by 

the corporate treasury department of the Company’s parent. 

 

Price risk 

The Company is exposed to materials price risk as a result of its operations and manages certain key 

materials via contract variation clauses.  

 

Credit risk 

The Company has implemented policies that require appropriate credit checks on potential customers to be 

made before sales contracts are entered into. The amount of exposure to any individual counterparty is 

subject to a limit, which is reassessed periodically. 

 

Liquidity risk 

The Company actively maintains a mixture of long-term and short-term debt finance that is designed to 

ensure the Company has sufficient available funds for operations and planned expansions. 

 

Interest rate cash flow risk 

The Company has both interest bearing assets and interest bearing liabilities. Interest bearing assets 

include only cash balances, which earn interest at a floating rate. The Company’s debt is also maintained at 

a floating rate, and the exposure is reviewed periodically by the corporate treasury department of the 

Company’s parent. 

 
Foreign currency cash flow risk 

The Company operates internationally and is exposed to foreign currency exchange risk arising from 

various currency exposures, primarily with respect to the US dollar. Foreign currency exchange risk arises 

from future commercial transactions, plus recognised assets and liabilities in foreign currencies.  

 

The corporate treasury department of the Company’s parent has set up a policy which requires group 

companies to manage their foreign currency exchange risk against their functional currency. The Company 

currently does not use any hedging arrangements, and all foreign currency exchange gains and losses are 

absorbed by the Company and included in the income statement. 
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Strategic report for the year ended 31 December 2020 (continued) 

Environmental Report  

As a business, we are committed to reducing emissions and protecting the environment. As our industry 

recovers from the COVID-19 pandemic, we will take advantage of the opportunity to build towards a more 

environmentally friendly future. 

 

Spirit AeroSystems (Europe) Ltd emissions and underlying energy use 

Our emissions reporting is carried out in accordance with the UK Government’s Environmental Reporting 

Guidelines and WBCSD/WRI’s GHG Protocol Corporate Standard. 

 
 

Energy Efficient Actions 

As part of Spirit’s approach to technological advancement and innovation, we will officially open our 

Aerospace Innovation Centre (AIC) in Prestwick, during 2021. The AIC will showcase Spirit’s distinctive 

capabilities as a global centre for design and digital manufacturing of current and future aircraft. This facility 

is one of two buildings on the Prestwick site with rooftop solar arrays to supplement our electricity demand. 

 

Staff are encouraged to: 

 adopt digital working practices in order to reduce paper usage; 

 recycle waste items such as paper and plastic where possible, and; 

 use online meetings where possible to reduce emissions from travel.  

 

Independent Assurance Statement 

Spirit AeroSystems Holdings Inc. (“Spirit) appointed iCompli Sustainability, a division of BPA Worldwide, Inc 

to provide independent third party assurance of specific sustainability performance data from its business 

during the period 1 January 2020 to 31 December 2020. 

 

Verification has been undertaken using the principle in ISO 14064-3 Greenhouse Gases and reported in 

accordance with the requirements of the WBCSD/WRI Greenhouse Gas Protocol. 
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Strategic report for the year ended 31 December 2020 (continued) 
 

Section 172(1) statement 

This statement contains an overview of how the directors have performed their duty, as set out in section 

172(1) of the Companies Act 2006, to act in the way which they consider, in good faith, would be most likely 

to promote the success of the Company for the benefit of its members as a whole and, in doing so, to have 

regards (amongst other matters) to: 

 The likely consequences of any decision in the long term; 

 The interest of the Company’s employees; 

 The need to foster the Company’s business relationships with suppliers, customers and others; 

 The impact of the Company’s operation on the community and the environment; 

 The desirability of the Company maintaining a reputation for high standards of business conduct; and 

 The need to act fairly as between members of the Company. 

 

In pursuant of the above duty, the directors have put in place the following measures to engage with the wider 

stakeholder group, to enable a decision making process that promotes the success of the Company, for the 

benefit of its members as a whole. 

 

Decision making 

The Spirit AeroSystems Corporate Governance Structure identifies the rules, practices and processes through 

which the Group and its subsidiaries are directed and controlled, and provides the framework for attaining 

both the Group’s and the Company’s objectives.  Additionally, numerous internal policies are maintained 

setting forth governance practices to which the Group and the Company are required to adhere.  Decisions 

affecting a subsidiary are required to be made in line with this framework. 

 

The directors of the Company contribute to the preparation of a strategic plan and 5 year financial projections, 

within the governance framework.  The management of the business and the execution of the Company’s 

strategy are subject to a number of principal and emerging risks which are identified and managed on behalf 

of the directors by the Senior Leadership Council (SLC), and appropriate processes put in place to monitor 

and mitigate them.  In discharging these requirements, the directors have regard to a variety of matters 

including the interests of various stakeholders, the consequences of their decisions in the long term, and the 

reputation of the Company and the wider group. 

 

Employees 

Consultation with employees or their representatives takes place at all levels, with the aim of ensuring that 

their views are taken into account when decisions are made that are likely to affect their interests, and that all 

employees are aware of the financial and economic performance of their business units and of the Company 

as a whole. The Company has an effective partnership with our trade unions and regularly engages with 

senior trade union representatives and their Committee on topical issues and future developments.  

Communication with all employees continues through the in-house newspaper and newsletters, briefing 

groups and the distribution of the annual report and financial statements.  The Company reviews its 

remuneration policy on a regular basis to ensure that it effectively encourages the involvement of employees 

in the Company’s performance. 

 

Fostering business relationships with suppliers, customers and others 

The directors recognise that fostering business relationships with key stakeholders, such as customers and 

suppliers, is essential to the Company’s success.  
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Strategic report for the year ended 31 December 2020 (continued) 
 

Section 172(1) statement (continued) 

 

Customers 

The Company has developed strong customer relationships with major aircraft manufacturers, and has 

exclusive long-term supply agreements with both Boeing and Airbus.  Strong and collaborative relationships 

with our customers help us to identify their requirements and position the Company as a trusted partner.  

Dedicated project management capability is embedded within each of the operational business streams, and 

provides a key interface between the customer and business operations.  Furthermore, the Company has an 

established cadence of governance and review meetings with customers, with daily and weekly meetings to 

discuss operational topics, and monthly and quarterly reviews to discuss strategic topics to drive value for the 

Company.  The directors recognise that leveraging the Company’s strong customer relationships and history 

of delivering high quality products is key to further increasing our sales and continuing to partner on new 

programs going forward. 

 

Suppliers 

The Company has contracts and agreements in place with top-tier suppliers across the globe and continues 

to seek qualified, competitive additions to the Spirit supplier network to enable meeting customer 

commitments, and create effective longstanding relationships with suppliers which are mutually beneficial.  

The Company engages with key suppliers through regular Program Management Reviews and this has 

served to strengthen relationships and promote good business practice. These reviews are key to ensuring 

alignment with suppliers, across all aspects of technical and commercial interactions. 

 

Research & Development Partners 

The directors believe that a world class research and development focus helps maintain our position as an 

advanced partner to our customers’ new product development teams.  Through our research, we strive to 

develop unique intellectual property and technologies that will improve our products and our customers’ 

products, as well as position the Company to win work on new products.  As well as collaborating with our 

customers, research and development activities include collaboration with universities, research facilities and 

technology partners. The Company is continually expanding these strategic partners with the introduction of 

the new on-site innovation campus, the Aerospace Innovation Centre, which will be an open access research 

and development centre to foster collaboration across the supply chain network in Scotland and the UK.  

 

Community and the environment 

The directors recognise the importance of leading a company that not only generates value for shareholders, 

but also contributes to the wider society by helping, growing and connecting our communities.  We believe in 

the power of innovative solutions, partnerships and programs that bring communities together.  Employees of 

the Company give in a variety of ways, collectively and individually, lending their time and talents to strengthen 

our communities.  These activities form part of the Company’s implementation of Spirit’s group-wide Corporate 

Social Responsibility processes and policies which are available at: www.spiritaero.com/company/corporate-

social-responsibility/social-responsibility-overview 

 

Spirit conducts business in a manner that protects the environment and promotes the health, safety and well-

being of employees and surrounding communities.  Spirit complies with applicable legal, regulatory and other 

requirements related to preventing pollution, injury and ill health. Spirit employs industry-leading, 

technologically sound and economically feasible control mechanisms, procedures and processes and 

provides training, education, safety monitoring and auditing, health-awareness programs and ergonomic 

support in Spirit offices and factories.  These activities form part of the Company’s implementation of Spirit’s 

group-wide Environment, Health and Safety processes and policies which are available at: 

www.spiritaero.com/company/ethics-compliance/environment-health-safety  
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Strategic report for the year ended 31 December 2020 (continued) 
 

Section 172(1) statement continued 

 

Maintaining a reputation for high standards of business conduct 

The directors consider it fundamental to maintain a culture focused on upholding the highest ethical standards 

and complying with all laws and regulations applicable to the business.  Each employee of the Company is 

required to abide by the Spirit AeroSystems Code of Conduct, which applies to everyone involved in Spirit’s 

business, including all employees, officers, directors and affiliates.  Spirit is committed to doing business only 

with suppliers, contractors, consultants and other business contacts who share Spirit’s high standards of 

ethical business conduct.  The Spirit AeroSystems Code of Conduct is available at: 

www.spiritaero.com/company/ethics-compliance/ethics-overview. 

 

 

On behalf of the Board: 

 

 

 

 

 

Mr M Paparoni 

Director 

24 September 2021 
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Directors’ report for the year ended 31 December 2020 

The directors present their annual report and the audited financial statements of the Company, a private 

company limited by shares, for the year ended 31 December 2020. 

Results 

The results for the year to 31 December 2020 are set out in the income statement on page 17.  The results 

for the year have been discussed in the strategic report on pages 3 to 10. 

Future outlook 

The Company is continually reviewing opportunities to grow the business and continues to seek and 

evaluate opportunities on potential new work packages from both new and existing customers.  Cost 

reduction programmes will continue through future years to enable a competitive cost structure within the 

Company. 

The COVID-19 pandemic has had a significant negative impact on the aviation industry, our customers and 

our business globally.  In response to the pandemic, we have implemented production suspensions and our 

customers have adjusted production rates.  We expect the pandemic and its effects to continue to have a 

significant negative impact on our business for the duration of the pandemic, and during the subsequent 

economic recovery. 

Dividends 

The directors do not recommend the payment of a dividend (2019: £Nil). 

Research and development 

New product development includes design, development and materials research which will properly position 

the Company to compete in this market place. Research and development is concentrated on the 

development of improved manufacturing processes and improved final product.   

Financial instruments  

The Company finances its activities through its other financial assets and liabilities, such as trade debtors 

and trade creditors, which arise directly from the Company’s operating activities. The Company also has a 

revolving credit facility with its parent company, as disclosed in Note 17. 

Financial instruments give rise to foreign currency, interest rate, credit, price and liquidity risk. Information 

on how these risks arise is set out in the Strategic Report, as are the objectives, policies and processes for 

their management and the methods used to measure each risk. 

Directors 

The directors of the Company since 1 January 2020 and up to the date of approving these financial 

statements are as follows:  

Scott McLarty 

Thomas H Cowan 

John Gilson (resigned 29 January 2020) 

Marco Paparoni 

Damon Ward (appointed 29 January 2020) 

Leslie Carey (appointed 21 May 2020) 
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Directors’ report for the year ended 31 December 2020 (continued) 

Disabled employees 

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 the 

appropriate training is arranged. It is the policy of the Company that the training, career development and 

promotion of a disabled person should, as far as possible, be identical to that of a person who does not 

suffer from a disability. 

Going concern 

The directors of the Company are required to state whether it is appropriate to adopt the going concern 

basis of accounting in preparing the financial statements over a period of at least 12 months from the date of 

approval of the financial statements. 

 

The Company is in a net asset position of £241m as at the financial year end, but made a loss for the year 

to 31 December 2020 of £20.6m. The directors have assessed the cash and funding position of the 

Company along with cash flow forecasts covering a period to 31 December 2022.   

 

The ultimate parent company, Spirit AeroSystems Holdings Inc. has provided a letter of support confirming it 

will provide financial support through to 31 December 2022, where required.   

 

The Group going concern assessment performed by the parent was performed using financial forecasts for 

the period to 31 December 2022 and considering a wide range of downside scenarios and included 

consideration of the potential continued impact of the COVID-19 pandemic. These forecasts indicate that 

the Group is projected to operate within its cash balances and available facilities for the going concern 

period. 

 

The directors have reviewed the parent’s going concern assessment, which considers the position of the 

parent and the wider Spirit AeroSystems group and are satisfied that the parent has the ability to provide 

this support, where required, and therefore that the Company will remain funded for the foreseeable future.  

The directors have therefore concluded that it is appropriate for the financial statements to be prepared on a 

going concern basis. 

 

Employee engagement 

Engagement with employees has been considered within the Strategic Report on page 8. 

Engagement with suppliers, customers and others 

Engagement with suppliers, customers and others has been considered within the Strategic Report on page 

9. 

Auditors 

A resolution to reappoint Ernst & Young LLP will be put to the members at the Annual General Meeting. 
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Directors’ report for the year ended 31 December 2020 (continued) 

Statement of directors’ responsibilities 
The directors are responsible for preparing the Strategic report, Directors’ report and the financial 

statements in accordance with applicable law and regulations. 

Company law requires the directors to prepare financial statements for each financial year. Under that law 

the directors have prepared the financial statements in accordance with United Kingdom Generally 

Accepted Accounting Practice (United Kingdom Accounting Standards and applicable law).  Under company 

law the directors must not approve the financial statements unless they are satisfied that they give a true 

and fair view of the state of affairs of the Company and of the profit or loss of the company for that financial 

year.  In preparing these financial statements, the directors are required to: 

 select suitable accounting policies and then apply them consistently; 

 make judgements and accounting estimates that are reasonable and prudent; 

 state whether applicable UK Accounting Standards have been followed, subject to any material 

departures disclosed and explained in the financial statements; and 

 prepare the financial statements on the going concern basis unless it is inappropriate to presume 

that the Company will continue in business. 
 

The directors are responsible for 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. They 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 the maintenance and integrity of the Company’s website. Legislation in the 

United Kingdom governing the preparation and dissemination of financial statements may differ from 

legislation in other jurisdictions. 

Directors’ statement as to disclosure of information to auditors 

Each director, as at the date of this report, has confirmed that, insofar as they are aware, there is no 

relevant audit information (that is, information needed by the Company’s auditor in connection with 

preparing their report) of which the Company’s auditor is unaware, and they have taken all the steps that 

they ought to have taken as a director in order to make themselves aware of any relevant audit information 

and to establish that the Company’s auditor are aware of that information. 

 

 

Registered Number  

05663660 

 

On behalf of the Board 

 

 

 

 

Mr M Paparoni 

Director 

24 September 2021 

 



INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF SPIRIT AEROSYSTEMS (EUROPE)
LIMITED

Opinion
We have audited the financial statements of Spirit Aerosystems (Europe) Limited for the year ended
31 December 2020 which comprise the income statement ,statement of comprehensive income,
statement of financial position ,the statement of changes in equity and the related notes1 to 25,
including a summary of significant accounting policies The financial reporting framework that has been
applied in their preparation is applicable law and United Kingdom Accounting Standards FRS 101
Reduced Disclosure Framework (United Kingdom Generally Accepted Accounting Practice).

In our opinion, the financial statements:

· give a true and fair view of the company’s affairs as at 31 December 2020 and of its loss for the
year then ended.

· have been properly prepared in accordance with United Kingdom Generally Accepted Accounting
Practice; and

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

Basis for opinion
We conducted our audit in accordance with International Standards on Auditing (UK) (ISAs (UK)) and
applicable law. Our responsibilities under those standards are further described in the Auditor’s
responsibilities for the audit of the financial statements section of our report. We are independent of
the company in accordance with the ethical requirements that are relevant to our audit of the financial
statements in the UK, including the FRC’s Ethical Standard, and we have fulfilled our other ethical
responsibilities in accordance with these requirements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our opinion.

Conclusions relating to going concern

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

Based on the work we have performed, we have not identified any material uncertainties relating to
events or conditions that, individually or collectively, may cast significant doubt on the company’s
ability to continue as a going concern for a period of 12 months from when the financial statements are
authorised for issue.

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

Other information

The other information comprises the information included in the annual report, other than the financial
statements and our auditor’s report thereon.  The directors are responsible for the other information
contained within the annual report.



Our opinion on the financial statements does not cover the other information and, except to the extent
otherwise explicitly stated in this report, we do not express any form of assurance conclusion thereon.

Our responsibility is to read the other information and, in doing so, consider whether the other
information is materially inconsistent with the financial statements or our knowledge obtained in the
course of the audit or otherwise appears to be materially misstated. If we identify such material
inconsistencies or apparent material misstatements, we are required to determine whether there is a
material misstatement in the financial statements themselves. If, based on the work we have
performed, we conclude that there is a material misstatement of the other information, we are required
to report that fact.

We have nothing to report in this regard.

Opinions on other matters prescribed by the Companies Act 2006
In our opinion, based on the work undertaken in the course of the audit:

· the information given in the strategic report and the directors’ report for the financial year for
which the financial statements are prepared is consistent with the financial statements; and

· the strategic report and directors’ report have been prepared in accordance with applicable legal
requirements.

Matters on which we are required to report by exception
In the light of the knowledge and understanding of the company and its environment obtained in the
course of the audit, we have not identified material misstatements in the strategic report or directors’
report.

We have nothing to report in respect of the following matters in relation to which the Companies Act
2006 requires us to report to you if, in our opinion:
· adequate accounting records have not been kept or returns adequate for our audit have not been

received from branches not visited by us; or
· the financial statements are not in agreement with the accounting records and returns; or
· certain disclosures of directors’ remuneration specified by law are not made; or
· we have not received all the information and explanations we require for our audit.

Responsibilities of directors

As explained more fully in the directors’ responsibilities statement set out on page 12, the directors are
responsible for the preparation of the financial statements and for being satisfied that they give a true
and fair view, and for such internal control as the directors determine is necessary to enable the
preparation of financial statements that are free from material 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.

Auditor’s responsibilities for the audit of the financial statements
Our objectives are to obtain reasonable assurance about whether the financial statements as a whole
are free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that
includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that
an audit conducted in accordance with ISAs (UK) will always detect a material misstatement when it
exists. Misstatements can arise from fraud or error and are considered material if, individually or in the



aggregate, they could reasonably be expected to influence the economic decisions of users taken on
the basis of these financial statements.

Explanation as to what extent the audit was considered capable of detecting irregularities,
including fraud

Irregularities, including fraud, are instances of non-compliance with laws and regulations. We design
procedures in line with our responsibilities, outlined above, to detect irregularities, including fraud. 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.  The extent to which our procedures are capable
of detecting irregularities, including fraud is detailed below. However, the primary responsibility for the
prevention and detection of fraud rests with both those charged with governance of the entity and
management.

Our approach was as follows:

• We obtained an understanding of the legal and regulatory frameworks that are applicable to the
company and determined that the most significant are the UK Companies Act 2006, the reporting
framework (FRS101)and the relevant direct and indirect tax regulations in the UK.

• We understood how Spirit Aerosystems (Europe) Limited is complying with those frameworks by,
making enquiries of management, reviewing significant contracts, reviewing for potential adverse
media reports and testing manual journal entries

• We assessed the susceptibility of the company’s financial statements to material misstatement,
including how fraud might occur by obtaining an understanding of the environment in which the
entity operates, reviewing the group structure and understanding the policies put in place by
management to prevent and detect fraud.

• Based on this understanding we designed our audit procedures to identify noncompliance with
such laws and regulations. Our procedures involved performing a detailed review over journal
entries, reviewing significant contracts and making enquiries of management.

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

Use of our report

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

Nick Gomer (Senior statutory auditor)
for and on behalf of Ernst & Young LLP, Statutory Auditor
Glasgow
29 September 2021
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Income statement for the year ended 31 December 2020 

 

 

All results, for both financial years, arise from continuing operations.  
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Statement of comprehensive income for the year ended 31 

December 2020 
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Statement of financial position as at 31 December 2020 

 
 
The financial statements on pages 17 to 50 were approved by the Board and signed on its behalf by: 
 

 

 

Mr M Paparoni 

Director 

24 September 2021 

 
 
 
 
 
 

Registered Number: 05663660 
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Statement of changes in equity for the year ended 31 
December 2020 
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Notes to the financial statements for the year ended 31 December 

2020 

1. Authorisation of financial statements and statement of compliance 

with FRS 101 

The financial statements of Spirit AeroSystems (Europe) Limited (the “Company”) for the year ended 31 

December 2020 were authorised for issue by the board of directors on 24 September 2021 and the 

statement of financial position was signed on the board’s behalf by Mr Marco Paparoni.  Spirit AeroSystems 

(Europe) Limited is registered in England and Wales with company registration number 05663660 and 

domiciled in Scotland. 

 

These financial statements were prepared in accordance with Financial Reporting Standard 101 Reduced 

Disclosure Framework (FRS 101) and in accordance with applicable accounting standards.  The Company’s 

financial statements are presented in Sterling and all values are rounded to the nearest thousand pounds 

(£’000s) except when otherwise indicated. 

 

The Company has taken advantage of the exemption under s400 of the Companies Act 2006 not to prepare 

group financial statements as it is included by full consolidation in the consolidated financial statements of 

its ultimate parent Spirit AeroSystems Holdings Inc.  The results of Spirit AeroSystems Holdings Inc. are 

available from 3801 South Oliver, Wichita, Kansas, USA, 67210. Accordingly, these financial statements 

present information about the Company as an individual undertaking and not as a group. 

 

The principal accounting policies adopted by the Company are set out in Note 2. 

2. Accounting policies 

 
2.1 Basis of preparation 

The financial statements are prepared in accordance with Financial Reporting Standard 101, “Reduced 

Disclosure Framework” (FRS101).  

 

The preparation of financial statements in conformity with FRS101 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 are estimates are significant to the financial statements are disclosed in note 3. 

 

The following exemptions from the requirement of IFRS have been applied in the preparation of these 

financial statements, in accordance with FRS 101: 

 Paragraph 45(b) and 46 to 52 of IFRS 2 “Share-based payment” (details of the number and weighed 

average exercise prices of share options, and how the fair value of goods or services received was 

determined). 

 IFRS 7 “Financial Instruments: Disclosures”. 

 Paragraph 91 to 99 of IFRS 3, “Fair value measurement” (disclosure of valuation techniques and 

inputs used for fair value measurement of assets and liabilities). 
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Notes to the financial statements for the year ended 31 December 

2020 (continued) 
 

2.1 Basis of preparation (continued) 

 

 Paragraph 38 of IAS 1 “Presentation of financial statements” – comparative information requirements 

in respect of: 

o Paragraph 79(a)(iv) of IAS 1; 

o Paragraph 73(e) of IAS 16, “Property, plant and equipment”; and 

o Paragraph 118(e) of IAS 38, “Intangible assets” (reconciliations between the carrying 

amount at the beginning and end of the period). 

 The following paragraphs of IAS 1 “Presentation of financial statements”: 

o 10(d) (Statement of cash flows); 

o 16 (Statement of compliance with all IFRS); 

o 38A (requirement for minimum of two primary statements, including cash flow statements); 

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 “Accounting policies, changes in accounting estimates and errors” 

(requirement for the disclosure information when an entity has not applied a new IFRS than has 

been issued but not yet effective). 

 Paragraph 17 of IAS 24 “Related party disclosures” (key management compensation). 

 The requirements of IAS 24, “related party disclosures”, to disclose related party transactions 

entered into between two or more members of the group. 

 

The principal accounting policies are set out below. The accounting policies have been applied consistently 

for all years presented. 

 

The financial statements have been prepared on the going concern basis under the historical cost 

convention, and in accordance with the Companies Act 2006 and applicable UK accounting standards.   

 

Going Concern 

The directors of the Company are required to state whether it is appropriate to adopt the going concern 

basis of accounting in preparing the financial statements over a period of at least 12 months from the date of 

approval of the financial statements. 

 

The Company is in a net asset position of £241m as at the financial year end, but made a loss for the year 

to 31 December 2020 of £20.6m. The directors have assessed the cash and funding position of the 

Company along with cash flow forecasts covering a period to 31 December 2022.   

 

The ultimate parent company, Spirit AeroSystems Holdings Inc. has provided a letter of support confirming it 

will provide financial support through to 31 December 2022, where required.   

 

The Group going concern assessment performed by the parent was performed using financial forecasts for 

the period to 31 December 2022 and considering a wide range of downside scenarios and included 

consideration of the potential continued impact of the COVID-19 pandemic. These forecasts indicate that 

the Group is projected to operate within its cash balances and available facilities for the going concern 

period.  
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Notes to the financial statements for the year ended 31 December 

2020 (continued) 
 

2.1 Basis of preparation (continued) 

 

The directors have reviewed the parent’s going concern assessment, which considers the position of the 

parent and the wider Spirit AeroSystems group and are satisfied that the parent has the ability to provide 

this support, where required, and therefore that the Company will remain funded for the foreseeable future.  

The directors have therefore concluded that it is appropriate for the financial statements to be prepared on a 

going concern basis. 

 

2.2 Principal accounting policies 

 
Turnover  

 
Revenue is recognised in accordance with the requirements of IFRS 15 Revenue from Contracts with 
Customers and is also dependent on the Company's right to receive consideration, and provided the outcome 
of the contract can be assessed with reasonable certainty. Losses on contracts are recognised in the financial 
year in which the loss first becomes foreseeable. Contract losses are determined to be the amount by which 
estimated direct and indirect costs of the contract exceed the estimated total revenues that will be generated 
by the contract. 
 
Performance obligations 
Once agreed with the customer, the contract is reviewed in order to identify the key deliverables to the 

customer. Each key deliverable is accounted for as a separate performance obligation in the contract if the 

customer can benefit from them either on their own or together with other resources that are available to the 

customer provided they are separately identifiable in the contract. 

 
Transaction Price 

At the start of the contract, the total transaction price is estimated as the amount of consideration to which the 

Company is entitled in exchange for transferring the goods to the customer, excluding VAT. The total 

transaction price is allocated to the performance obligations identified in the contract in proportion to their 

relative stand-alone selling prices. 
 
Revenue and profit recognition 

Revenue is recognised as performance obligations are satisfied as control of the goods is transferred to the 

customer. For each performance obligation within the contract, the Company determines whether it is 

satisfied over time or at a point in time. Performance obligations are deemed to be over time if one of the 

following criteria is met: 

 the customer simultaneously received and consumes the benefits provided by the Company’s 

performance as it performs; 

 the Company’s performance creates or enhances an asset that the customer controls as the asset is 

created or enhanced; or 

 the Company’s performance does not create an asset with an alternative use to the Company and it 

has an enforceable right to payment for performance completed to date.  
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Notes to the financial statements for the year ended 31 December 

2020 (continued) 
 
2.2 Principal accounting policies (continued) 
 

Turnover (continued) 

 
The Company has determined that some of its contracts satisfy the over-time criteria because the 

Company’s performance does not create an asset with alternative use to the Company and it has an 

enforceable right to payment for performance completed to date. 

 

For each performance obligation to be recognised over-time, the Company recognises revenue using an 

input method, based on costs incurred in the period. Revenue and attributable margin are calculated by 

reference to reliable forecasts of transaction price and costs after taking account of technical and other 

risks. Revenue and associated margin are therefore recognised progressively as costs are incurred, and as 

risks have been mitigated or retired. 

 

If the over-time criteria for revenue recognition are not met, revenue is accounted at the point in time that 

control is transferred to the customer, which is usually when legal title passes to the customer and the 

business has the right to payment. 

 

Where it is probable that total contract costs will exceed total contract revenue, the expected loss is 

recognised immediately as an expense. 

 

Costs to obtain a contract 

The Company expenses pre-contract bidding costs which are incurred regardless of whether a contract is 

awarded. The Company does not typically incur costs to obtain contracts that it would not have incurred had 

the contracts not been awarded, such as sales commission. 

 

Costs to fulfil a contract 

Contract fulfilment costs in respect of over-time contracts are expensed as incurred. Contract fulfilment 

costs in respect of point in time contracts are accounted for under IAS2 Inventories.  

 

Stocks 

Stocks are stated at the lower of cost and net realisable value. 

 

Foreign currency translation 

Trading activities denominated in foreign currencies are recorded in Sterling at the exchange rate ruling at 

the date of the transaction or, where forward foreign currency contracts have been taken out, at contractual 

rates.  Monetary assets and liabilities are retranslated at the rates of exchange ruling at the statement of 

financial position date or at a forward contractual rate if applicable. Exchange gains and losses are taken to 

the income statement.  

 

Restatement 

The directors in preparing the financial statements for the Company have restated comparative figures for 

the year ended 31 December 2019 to reflect the correct accounting treatment of Equity Compensation 

Charges. The impact of the restatement is to remove the Equity Compensation Charge from the Statement 

of Comprehensive Income reducing total comprehensive income for the year by £572k. There is no impact 

to the Statement of Financial Position or Income Statement for the year ended 31 December 2019. This has 

no impact on the current year’s Statement of Financial Position or Income Statement.  
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Notes to the financial statements for the year ended 31 December 

2020 (continued) 
 

Pensions 

The Company operates a pension scheme providing benefits based on final pensionable pay, a defined 

benefit pension scheme (DBPS). The assets of the scheme are held separately from those of the Company. 

Pension scheme assets are measured using market values. Pension scheme liabilities are measured using 

a projected unit method and discounted at the current rate of return on a high quality corporate bond of 

equivalent term and currency to the liability.  

 

The pension scheme surplus (to the extent it is considered recoverable) or deficit is recognised in full and 

presented on the face of the statement of financial position. The movement in the scheme surplus or deficit 

is split between operating charges, financing items and, in the statement of comprehensive income, 

actuarial gains or losses. 

 

The Company operates a defined contribution pension scheme (DCPS). The assets of the scheme are held 

separately from those of the Company in an independently administered fund. The pension cost charge 

disclosed in note 23 represents contributions payable by the Company to the scheme. 

 

Government grants 

Government grants in respect of capital expenditure are credited to a deferred income account and are 

released to the income statement over the expected useful lives of the relevant assets by equal annual 

instalments. Grants of a revenue nature or relating to development projects are credited to the income 

statement so as to match them with the expenditure to which they relate. During the year Coronavirus Job 

Retention Scheme (“CJRS”) income was received and accounted for under the Accruals model and 

classified as grants. Grant income is disclosed within the Operating Profit note (note 5). 

 
Leases 

All leases in which the Company is lessee are recognised as right of use assets and a corresponding lease 

liability at the date at which the lease asset is available for use by the Company. Each lease liability is 

allocated between repayment of the lease liability and finance cost. The right of use asset is depreciated 

over the shorter of the asset’s useful life and the lease term on a straight line basis. 

 

The lease liability is initially measured as the present value of future lease payments, discounted using the 

interest rate implicit in the lease. Where this rate is not determinable, the Company’s incremental borrowing 

rate is used, which is the interest rate the Company would have to pay to borrow the amount necessary to 

obtain an asset of similar value, in a similar economic environment with similar terms and conditions. 

 

The right-of-use asset is initially measured at cost, comprising the initial value of the lease liability, any lease 

payments made (net of any incentives received from the lessor) before the commencement of the lease, 

any initial direct costs and any restoration costs. 

 

The carrying amounts of the Company’s  right-of-use assets are reviewed at each balance sheet date to 

determine where there is any indication if impairment. Payments in respect of short-term leases and low-

value leases are charged to the income statement on a straight-line basis over the lease term 
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Notes to the financial statements for the year ended 31 December 

2020 (continued) 
 

2.2 Principal accounting policies (continued) 
 

Provisions 

Provisions are recognised when the Company has a present obligation as a result of a past event, it is 

probable that a transfer of economic benefits will be required to settle the obligation, and a reliable estimate 

can be made of the amount of the obligation. 
 

Tangible fixed assets and depreciation 

Tangible fixed assets are stated at cost less accumulated depreciation and any recognised impairment loss. 

Depreciation is recognised so as to write off the cost or valuation of assets (other than land and properties 

under construction) less their residual values over their useful lives. The estimated useful lives for 

depreciation purposes are as follows: 

 

Buildings   45 years 

Plant and machinery 2 - 14 years 

Land is not depreciated. 
 

Tangible fixed assets are stated at historic purchase cost less accumulated depreciation. Cost includes the 

original purchase price of the asset and the costs attributable to brining the asset to its working condition for 

its intended use. 
 

Research and development expenditure 

Expenditure on research and development is written off to the income statement in the financial year in 

which it is incurred, unless it is incurred on an existing contractual project with defined future revenue 

streams. Such expenditure incurred on existing projects is included within the long-term contract balances 

and amortised over the life of the contract. 
 

Investments in subsidiary undertakings 

Investments are carried at cost less provision for any permanent diminution in value where this is 

considered necessary. 

 
Share based payments 

Equity compensation plans allow eligible employees to acquire shares of Spirit AeroSystems Holdings Inc. 

The fair value of options and restricted stock units (RSUs) (collectively referred to as “options”) granted after 

1 April 2006 and not yet vested as at 31 December 2020 is recognised as an employee expense within staff 

costs with a corresponding increase in equity.  
 

The fair value of options is measured at the grant date and spread over the period during which the 

employees become unconditionally entitled to the options. The fair value of the options granted is measured 

using an option pricing model, taking into account the terms and conditions upon which the options were 

granted and in the case of the RSUs, was determined using the fair value of Spirit AeroSystems Holdings 

Inc.’s Class A common stock at date of grant. The amount recognised as an expense is adjusted to reflect 

the actual number of options that vest. Charges made from Spirit AeroSystems Holdings Inc. when options 

vest or are exercised are accrued on the basis of market value at the statement of financial position date, 

with a corresponding reduction in equity. 
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Notes to the financial statements for the year ended 31 December 

2020 (continued) 

2.2 Principal accounting policies (continued) 
 

Deferred taxation 

Full provision is made for deferred taxation on all timing differences that are not permanent which have 

arisen but not reversed at the statement of financial position date.  Deferred taxation is measured at the 

average tax rates that are expected to apply in the years in which the timing differences are expected to 

reverse based on tax rates and laws that have been enacted or substantively enacted by the statement of 

financial position date. Assets are recognised to the extent that they are considered recoverable. Provisions 

are not discounted. 
 

3. Judgements and key sources of estimation uncertainty 
 

The preparation of financial statements requires management to make judgements, estimates and 

assumptions that affect the amounts reported for assets and liabilities as at the statement of financial 

position date and the amounts reported for turnover and costs during the year.  However, the nature of 

estimation means that actual outcomes could differ from those estimates.   

 

The following judgements (apart from those involving estimates) have had the most significant effect on 

amounts recognised in the financial statements: 

 

Taxation  
 
Management judgement is required to determine the amount of deferred taxation assets that can be 

recognised, based upon the likely timing and level of future taxable profits together with an assessment of 

the effect of future tax planning strategies.  These decisions are made based on estimates of future contract 

profitability, which in themselves are dependent on management judgement, estimates and assumptions.  

Details of the composition of the tax charge are contained in note 10.  

 
The following estimates are dependent upon assumptions which could change in the next financial year and 

have a material effect on the carrying amounts of assets and liabilities recognised at the balance sheet date.  

 

Pension and other post-employment benefits  
 
The cost of defined benefit pension plans are determined using actuarial valuations. The actuarial valuation 

involves making assumptions about discount rates, future salary increases, mortality rates and future 

pension increases. Due to the complexity of the valuation, the underlying assumptions and the long term 

nature of these plans, such estimates are subject to significant uncertainty. The assumptions reflect 

historical experience and current trends.  Further details are given in note 23.  

 
Turnover and profit recognition 
 
Revenue is recognised when, or as, control of promised products or services transfer to a customer and the 

amounts recognised reflects the consideration that the Company is expected to receive in exchange for 

those products or services (see 2.2 Principal Accounting Policies – Turnover). In determining our profits and 

losses in accordance with this method, we are required to make significant judgements regarding our future 

costs, variable elements of revenue, the standalone selling price, and other variables.  We continually 

review and update our assumptions based on market trends and our most recent experience.  If we make 

material changes to our assumptions, we may have positive or negative cumulative catch-up adjustments 

related to revenue previously recognised.
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Notes to the financial statements for the year ended 31 December 

2020 (continued) 

 

4. Turnover 

 
All turnover originates in the United Kingdom, and analysis of destination is below:  

 
No revenue was derived from exchanges of goods or services (2019: £nil).  All turnover in the current and 

prior financial year was derived from the sale of goods and services. 

5. Operating profit 
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Notes to the financial statements for the year ended 31 December 

2020 (continued) 

 

6. Staff costs and directors’ emoluments  

(a) Staff costs 

 
 

The average monthly number of persons (excluding directors) employed by the Company during the 

financial year was: 

 
 

(b) Directors’ emoluments 
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Notes to the financial statements for the year ended 31 December 

2020 (continued) 
 

6. Staff costs and directors’ emoluments (continued)  

During the year four directors (2019: four) received emoluments from the Company including share awards. 

Damon Ward and John Gilson receive their emoluments through the parent company, and their time spent 

as a director does not warrant a recharge of costs between the companies. 

 

Retirement benefits are accruing to no directors under the DBPS (2019: None).  Payments of £46,582 

(2019: £53,230) were made on behalf of four directors (2019: four) to the DCPS.  

 

Highest paid director: 

 
Included in the highest paid director’s emoluments are share awards. 

7. Interest receivable and similar income 
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Notes to the financial statements for the year ended 31 December 
2020 (continued) 
 

8. Interest payable and similar charges  

 
 

9. Other financial income/(expense) - net 
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Notes to the financial statements for the year ended 31 December 

2020 (continued) 

10. Tax on profit on ordinary activities 

Tax charged in the income statement 

 
 

Tax relating to items charged or credited to other comprehensive income 
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Notes to the financial statements for the year ended 31 December 

2020 (continued) 

10. Tax on profit on ordinary activities (continued) 

The table below reconciles tax calculated at the UK standard rate on the profit on ordinary activities before 

tax to the actual taxation charge recognised in the income statement. 

 

 
 

In the Spring Budget 2021, the Government announced that from 1 April 2023 the corporation tax rate will 

increase to 25%. At the balance sheet date, the proposal to increase the rate to 25% had not been 

substantively enacted (substantive enactment occurred on 24 May 2021).  The effects of the rate increase 

are therefore not included in these financial statements.  Had it been substantively enacted by the balance 

sheet date, and if the deferred tax balance was recognised in full at 25%, the effect of this change would be 

to increase the tax expense for the period by £2,013,404 and to increase the deferred tax liability by 

£2,013,404. 
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Notes to the financial statements for the year ended 31 December 

2020 (continued) 

11. Tangible fixed assets 

 
Freehold land included in the above and not depreciated amounts to £7,795,813 (2019: £7,795,813).  All 

land and buildings owned by the Company are freehold.  Assets under construction included in the above 

and not depreciated amounts to £45,680,000 (2019: £28,983,000).  At the statement of financial position 

date, the Company is contracted to incur additional costs of £6,032,408 (2019: £16,218,917) on assets 

under construction.   
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Notes to the financial statements for the year ended 31 December 

2020 (continued) 

 

12. Investment in Subsidiary 
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Notes to the financial statements for the year ended 31 December 

2020 (continued) 

13. Stocks 

 

 

14. Debtors 

 
No trade debtor amounts fall due after more than one year. Amounts owed by group undertakings - Trade 

are unsecured, interest free and repayable on demand. 

 

The Company has an agreement to sell, on a revolving basis, certain Trade Debtor balances to a third party 

financial institution. Transfers under this agreement are accounted for as sales of receivables resulting in 

the Trade Debtors being derecognised from the Company’s Statement of Financial Position. As at 31 

December 2020 £nil (2019 £37.2m) of Trade Debtors were sold via this arrangement. The recorded finance 

cost on sale of Trade Debtors was £83,000 for the year ended 31 December 2020 (2019 - £99,000) and is 

included in other finance income and expense (Note 9). 

 

The Company has made available a $200m unsecured revolving credit facility to a fellow group undertaking 

which provides liquidity for both trading and financing activities.  At 31 December 2020 $20m had been 

drawn down on this facility (2019: $nil).  The average interest rate on the revolver loan in the year to 31 

December 2020 was 6% (2019: nil%).  Interest payable in respect of this facility is included within Interest 

receivable and similar income in the Income Statement. 

 

 

 

 

Notes to the financial statements for the year ended 31 December 

2020 (continued) 
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15. Creditors:- amounts falling due within one year 

 
Amounts owed to group undertakings are unsecured, interest free and repayable on demand.  Other 

amounts owed to parent company are explained in Note 17. 

Taxation and social security includes £23m in respect of deferred VAT under the UK Government COVID-19 

business support measures. 

16. Creditors:- amounts falling due after more than one year 

 
Loans due to parent company are explained in Note 17. 
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Notes to the financial statements for the year ended 31 December 

2020 (continued) 

17. Loans and other borrowings 

 

The Company has a $175m unsecured revolving credit facility with its parent company which provides 

liquidity for both trading and financing activities.  At 31 December 2020 $nil had been drawn down on this 

facility (2019: $nil).  The average interest rate on the revolver loan in the year to 31 December 2020 was 

nil% (2019: 4.31%).  Interest payable in respect of this facility is treated as a contract cost and is taken to 

cost of sales in the Income Statement. 

The term loan is repayable on 31 December 2025.  The average rate of interest on the term loan in the year 

to 31 December 2020 was 2.21% (2019: 3.95%).  Interest payable on the term loan is shown as interest 

payable in the Income Statement. 

 

 

 



Spirit AeroSystems (Europe) Limited 

 

39  

Notes to the financial statements for the year ended 31 December 

2020 (continued) 

18. Provisions for liabilities and charges 

 

 

Warranty 

 

The Company holds a provision for the potential cost of providing after sales repair or re-work services on 

its design and build programmes, as well as specific accepted claims. This provision is based on qualifying 

sales for the warranty period, and is reviewed quarterly and utilised when claims are received and costs 

incurred on the respective programmes 

 

 

Onerous contracts provision 

 

The Company holds a provision for the future losses on onerous contracts where the revenue per unit will 

be lower than the costs to the Company to meet its obligations.  The provision is based on current estimated 

future orders and estimated unit costs and is most sensitive to the forecast in the total unit orders and the 

timing of these orders. The provision is reviewed quarterly based off of estimates from updated forecasts 

and utilised when contract losses are incurred. 
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Notes to the financial statements for the year ended 31 December 
2020 (continued) 
 

19. Leases 

The Company leases equipment and motor vehicles under non-cancellable lease arrangements. The 

leases have varying terms, none of which represent unusual arrangements or create material onerous 

or beneficial rights or obligations. 

 

The net book value of leased plant and machinery above is split between Plant and Machinery in 

Fixed Assets (Note 11) £1,378k (2019 - £1,572k) and Right of Use Assets within Debtors (Note 14) 

£28k (2019 - £124k). 

Lease Liabilities 

A Maturity analysis of the future undiscounted lease payments in respect of the Company’s lease 

liabilities is presented in the table below. 

 

The total cash outflow for leases in the year ended 31 December 2020, including short-term leases 

and low-value leases amounted to £728,000 (2019 - £534,000). The depreciation of right of use 

assets included in operating costs totals £681,000 (2019 - £213,000) and associated interest charges 

amounted to £78,000 (2019 - £30,000). 
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Notes to the financial statements for the year ended 31 December 
2020 (continued) 
 

20. Deferred taxation  

 

The deferred taxation liability relating to the pension scheme asset of £Nil (2019 liability: £Nil) has been 
deducted in arriving at the net pension scheme on the statement of financial position. 
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Notes to the financial statements for the year ended 31 December 
2020 (continued) 
            

21. Called up share capital 

 2020 

£ 

2019 

£ 

Authorised, allotted, issued and full paid:   

Ordinary shares of £1 each 2,100 100 

 

On 31 October 2020, Spirit AeroSystems Global Holdings Limited purchased 2,000 new ordinary shares of 
£1 nominal value in the capital of the Company for an aggregate issue price equal to £2,000 and an 
aggregate share premium of £198,000. 

22. Restricted share options 

 

Key employees of the Company are eligible for compensation under the stock compensation offerings of the 

parent company.  Under this plan, employees are given the opportunity to acquire Spirit AeroSystems 

International Holdings Inc. Class A common stock at their market value at the grant date.  The awards vest 

in line with the Long-Term Incentive Plan rules, with the common stock being released in three equal 

instalments over a three year period.   

 

Restricted share units outstanding during the year 

 2020 

Number 

2019 

Number 

Outstanding at 1 January 21,613 26,598 

Granted 40,706 9,470 

Exercised (11,017) (14,455) 

Outstanding at 31 December 51,302 21,613 

There is no exercise price as the common stock can be sold as soon as they vest, with no common stock 

purchase required. 

 

The total charge for the financial year relating to share based payments was £601,275 to 31 December 

2020 (2019: £571,727) which included £Nil (2019: £Nil) for compensation cost of purchase of common stock 

from Spirit AeroSystems International Holdings Inc. at discount from fair market value. 
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23. Pension commitments 

The Company operates a hybrid pension scheme in the UK called the Spirit AeroSystems (Europe) Limited 

Pension Scheme (“the Scheme”).  The defined benefit section of the Scheme was established with effect 

from 31 March 2006, providing a final salary pension for members in that section and a ‘top up’ benefit in 

respect of pensions accrual in the BAE Systems Pension Scheme.  An interim actuarial valuation was 

carried out at 5 April 2007 by the Scheme Actuary to value the benefits in the Scheme and to determine the 

cost of accruing benefits.  This interim valuation was updated to 31 December 2014 by a qualified 

independent actuary.  During 2013 the decision was made to close the Company’s DBPS, and this was 

closed for future accruals at 31 December 2013.  All employees who were members of this scheme have 

now transferred to the DCPS. 

 

Trustees have the primary responsibility for governance of the Scheme.  Benefits payments are from 

trustee-administered funds and Scheme assets are held in trusts which are governed by UK regulation.  

Responsibility for governance of the Scheme, including setting contribution rates, and investment decisions 

are the responsibility of the Trustees.  The Trustee directors are comprised of nominations from the 

Company and members in accordance with the trust deed and rules. 

 

During the financial year, the Company contributed £1.35m (2019: £1.35m) to the Scheme, and expects to 

contribute £1.35m in 2021. 
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23. Pension commitments (continued) 
 

The major assumptions used by the actuary were (in nominal terms) to determine the benefit 

obligations at 31 December were: 

 2020 2019 

Rate of increase in salaries 0.00% 0.00% 

Rate of increase of pensions in payment – for pre 1 April 2006 ‘top up’ 2.95% 2.95% 

Rate of increase of pensions in payment – for post 1 April 2006 benefits 2.00% 2.00% 

Rate of increase of pensions in deferment – pre April 2009 2.40% 2.15% 

Rate of increase of pensions in deferment – post April 2009 2.40% 2.15% 

Discount rate 

 

1.45% 2.10% 

   
 

 

The major assumptions used by the actuary (in nominal terms) to determine the net pension costs 

for the year ended 31 December were: 

 2020 2019 

Rate of increase in salaries 0.00% 0.00% 

Rate of increase of pensions in payment – for pre 1 April 2006 ‘top up’ 2.95% 3.15% 

Rate of increase of pensions in payment – for post 1 April 2006 benefits 2.00% 2.10% 

Rate of increase of pensions in deferment 2.15% 2.40% 

Discount rate 2.1% 3.00% 

 

The sensitivities regarding the principal assumptions used to measure the benefit obligation are set out 
below: 
 

Assumption Change in assumption Impact on benefit obligation 

Discount rate Increase by 0.25% Increase by 16.7% 

Inflation assumption Decrease by 0.25% Increase by 16.3% 

Post retirement mortality Increase by one year Decrease by 10.25% 
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23. Pension commitments (continued) 

Weighted average life expectancy for mortality tables used to determine benefit obligations at age 

65: 

 2020 

Years 

2019 

Years 

Longevity at age 65 for current pensioners:   

Men 21.6 21.5 

Women 23.3 23.2 

   

Longevity at age 65 for future pensioners:   

Men 22.8 22.7 

Women 25.1 25.0 

Life expectancies as at 31 December 2020 based upon an average year of birth of 1976 (2019: 1975) for 

non-retired members and 1956 (2019: 1955) for retired members of the Scheme. 

The weighted average asset allocation at 31 December was: 

 2020 2019 

Equities 9% 14% 

Bonds 86% 82% 

Other 5% 4% 

Total 100% 100% 
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23. Pension commitments (continued) 

Reconciliation of the present value of the benefit obligation: 

 2020 

£000s 

2019 

£000s 

1 January 50,290 46,971 

Movement in financial year:   

Current service cost 739 732 

Past service cost 15 - 

Interest cost 993 1,369 

Actuarial loss/(gain) 9,095 

 

7,468 

 Benefits paid (5,983) (2,654) 

Expenses paid (739) (732) 

Effect of experience adjustments 748 (258) 

Effect of changes in demographic 360 (2,606) 

31 December 55,518 50,290 

Reconciliation of the fair value of Scheme assets: 

 2020 

£000s 

2019 

£000s 

1 January 69,066 62,402 

Movement in financial year:   

Interest income 1,394 1,842 

Employer contributions 1,350 1,350 

Actuarial gain/(loss) 

 

10,358 6,858 

Benefits paid (5,983) (2,654) 

Expenses paid (739) (732) 

31 December 75,446 69,066 
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23. Pension commitments (continued) 

Pension liability in the statement of financial position at 31 

December 

 

 

 

2020 

£000s 

2019 

£000s 

   

Fair value of Scheme assets 75,446 69,066 

Benefit obligation (55,518) 

 

(50,290) 

 
Effect of asset limit (19,928) (18,776) 

Surplus/(deficit) in Scheme - - 

Related deferred taxation liability - - 

Net pension asset/(liability) - - 

Under FRS 101, any surplus in the Scheme can generally only be recognised as an asset on the 

Company’s statement of financial position to the extent that it could be used to offset the Company’s share 

of the cost of providing future service benefits. Following the closure of the final salary sections to further 

accrual of benefits with effect from 31 December 2013, there will be no cost of providing future service 

benefits so this means that no statement of financial position asset can be recognised. 

To develop the expected long-term rate of return on assets assumption, the Company considered the 

current level of expected returns on risk free investments (primarily government bonds), the historical level 

of the risk premium associated with the other asset classes in which the portfolio is invested and the 

expectations for future returns of each asset class. The expected return for each asset class was then 

weighted based on the asset allocation to develop the expected long term rate of return on assets 

assumption for the portfolio. This resulted in the selection of the 2.7% p.a. assumption at 31 December 2020 

(2019 – 2.7%). 

The actual return on the Scheme assets in the financial year was a gain of £10,358,000 (2019: £6,858,000). 
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23. Pension commitments (continued) 

Analysis of the amounts charged to income statement are as follows: 

 2020 

£000s 

2019 

£000s 

   

Current service cost 739 732 

Past service cost 15 - 

Total operating cost 754 732 

Expected return on pension scheme assets (1,394) (1,842) 

Interest on pension liabilities 993 1,369 

Interest expense on effect of onerous liability 394 463 

Finance costs relating to pension scheme (Note 9)  (7) (10) 

Total pension costs recognised in the income statement 747 722 
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23. Pension commitments (continued) 

Actuarial gains and losses 

The current amount of actuarial losses recognised in the statement of comprehensive income is (£603,000) 

(2019: £628,000 loss). The cumulative amount of actuarial losses recognised in the statement of 

comprehensive income is (£9,315,000) (2019: £8,712,000). This cumulative loss is since the inception of the 

scheme in 2006. 

Amounts for current and previous four years: 

 2020 

 

2019 

 

2018 

 

2017 2016 

Defined benefit obligation (55,518) (50,290) (46,971) (56,931) (66,490) 

Plan assets 75,446 69,066 62,402 71,679 77,972 

Surplus 19,928 18,776 15,431 14,748 11,482 

Experience adjustments in plan assets:      

Amount (£’000) 748 (258) 1,230 1,732 (4,634) 

Effect on asset limit following closure of scheme      

Amount (£’000) 

 

 

- - - - - 

Loss on closure of scheme      

Amount (£’000) - - - - - 

Experience adjustments on plan liabilities:      

Amount (£’000) - - - - - 

Total amount recognised in the statement of total 

recognised gains and losses: 

: 

     

Amount (£’000) 603 628 279 (1,049) (732) 

 

Defined contribution section 

 

The Company contributed £3,394,419 (2019: £3,686,369) to the defined contribution section of the scheme 

in the year to 31 December 2020. 

 

  



Spirit AeroSystems (Europe) Limited 

 

50  

Notes to the financial statements for the year ended 31 December 
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24. Other related party transactions 

In accordance with the provisions of FRS 101, the Company, being a wholly owned subsidiary undertaking, 

has claimed exemption from disclosing related party transactions with other group undertakings. 

 

25. Ultimate parent undertaking and controlling party 

The Company’s immediate parent company is Spirit AeroSystems Global Holdings Limited.  Within the 

meaning of the Companies Act 2006 Spirit AeroSystems Holdings Inc. (“Spirit Inc.”) is regarded by the 

directors of the Company as being the Company’s ultimate parent undertaking and controlling party. Spirit 

Inc. is incorporated under the laws of Delaware, USA. 

 

Copies of the Spirit Inc. annual reports are available from: 3801 South Oliver, Wichita, Kansas, USA, 67210. 


