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PHINIA DELPHI UK LTD

STRATEGIC REPORT
'FOR THE YEAR ENDED 31 DECEMBER 2022

The directors present the strategic report for the year ended 31 December 2022. .

Fair review of the business _ ' ' )
* PHINIA Delphi UK Ltd (the "Company") supplles dlesel automotlve technology to heavy and medium duty vehicle
manufacturers and the independent aftermarket. The Company was a wholly owned subsidiary of BorgWarner Inc.
(the "Parent") during the year ended 31 December 2022. On' 3 July 2023 Borgwarner Inc. (the Group) executed a
. spin-off of its Fuel Systems and Aftermarket segments into a separate, publlcly traded company - PHINIA Inc. As of 3
July 2023 the Company is a wholly owned subsidiary of PHINIA Inc.

Customers include many of the world's largest ongmal equrpment manufacturers, such as Volvo Trucks Renault
- Trucks, PACCAR DAF, Caterpillar and Daimler and we strive to offer the best possible products and customer service. -

The Company supplies advanced fuel injection equipment for commercial vehicles with- most of the business coming
from the European, Asian and North American markets. The Company, also supplues some mechanical fuel injection
products for off highway and developlng markets

Key financial performance mdrcators monitored by management are turnover and operating profit margins. In 2022
turnover was £589m (2021 - £543m) reflecting the increase in market share and continued growth of the Company.
Operating margins for the business rose from 11% to 13%. As at 31 December 2022 the Company's balance sheet
was strong with net assets of £537m (2021 - £503m).

Principal risks and uncertainties

Cyclical nature of automotive sales and pro'duction

The Company's business is directly related to the sales levels and productlons volumes of its customers in the
automotive sector, in particular with respect to commercial and off highway vehicles. Automotive sales and production

are highly cyclical and, in addition to general economic conditions, also depend on other factors, such as consumer

confidence and preferences. Lower global automotive sales result in substantially all of the Company's automotive

Original Equipment Manufacturer (OEM) customers significantly Iowenng vehlcle production schedules, which has a

direct |mpact on its earnings and cash flows..

The Company's sales are also affected by inventory levels and OEM's production levels. It is not possible to predict
. when OEMs will decide to increase or decrease inventory levels or whether new inventory levels will approximate
historical inventory levels. Uncertainty and other unexpected fluctuations could have a material adverse effect on the
Company's busmess and fi nanmal condition.

Prolonged economic downtum or economic uncerta/nty

The Company s sensitivity to economic cycles and any related ﬂuctuatlon in the business of its customers or potential
customers may have a material adverse effect on its financial condition, resuits of operations or cash flows. There are
several external factors that impact on the wider economy at present such as the lingering impact of the COVID-19

_pandemic, aggressive interest rate policy in western nations, cost of living crisis, political *unrest and war in
international territories. Global ecoriomic conditions remain highly uncertain in 2023,

Economic declines that result in significant reduction in automotive sales and production by our customers have in
the past had, and in the future may have, an adverse effect on our business, results of operations and financial .
condition.




PHINIA DELPHI UK LTD

_ STRATEGIC REPORT (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2022

_Principal risks and uncel‘tainties (continued)
Climate risk

The directors consider climate risk as part of the risk review process. PHINIA Delphi UK Ltd recognises the important -
role that ICE (internal combustion engine) vehicles will play in the gradual transition from ICE to more sustainable
forms of transport. The greatest risk to the business arising from climate issues would be the obsolescence of
combustion engines such that the products made by the Company become redundant. This is deemeéd low risk since
at present there is no commercially at scale produced renewable fuel motor that can manage medium and heavy duty
freight loads at ranges required for industry use. Overall climate risk is deemed to be low in the medium term.

Financial risk management

The Company does not use derivatives to manage its financial risk. The most important components of financial risk
are interest rate rigsk, currency risk, credit risk, liquidity risk, cash flow risk and price risk. Due to the nature of the
Company's business, and the assets and liabilities contained within the Company's balance sheet, the only financial
risks that the directors consider relevant to this Company are credit risk, currency risk and price risk.

Currency and credit risk management ‘

* The Company is exposed to a level of currency risk when suppliers invoice foreign currency such as Euros and US
Dollars. Currency risk for the Group is managed by the central treasury function of the Group on a portfolio basis
across all of its subsndlanes and mainly through cash poollng Credit risk is mltlgated by the Company's credit control
policies.

Price nisk management

The Company is exposed to price risk on its supply chain. Input costs on purchases are subject to volatility in markets
such as raw materials and energy. Due to recent macro-economic developments such as high levels of inflation, price
- risk on the supply side has bécome a greater risk for the business. Price risk is managed via robust supply chain
management

Other uncertainties

Automotive sales and production can be affected by labour relations issues, regulatory requirements, trade
agreements, the availability of consumer financing and other factors. Risks are mmgated by ensuring strong
relationships with key stakeholders such as trade unions & regulatory bodies.

Corporate Governance
The directors recognise the benefits and importance of good governance Section 172 of the Companies Act 2006 -
requires directors to act in a way they consider, in good faith, would most be I|ke|y to promote the success of the
Company for the benefit of all stakeholders.

Going concern

In assessing Going Concem the directors have given thought to uncenalnty around the economy and inflation,
uncertainty around energy prices and availability as well as the company’s status as sponsor of the PHINIA Delphi
UK Limited defined benefit pension-scheme. Whilst there are major risks to the business at present, many steps have
been taken to mitigate risk. Examples of this include fixing our energy unit price & streamlining OEM operations. The
directors are of the view that the Company is likely to have sufficient cash flow from operations to meet its liabilities
as they fall due. Additionally, if needed PHINIA Inc has offered to support the entity to meet its liabilities as it falls due
for at least 12 months from date of approval of the financial statements.

On 3 July 2023 BorgWarner Inc. executed a tax-free spin-off of its Fuel Systems and Aftermarket segments into a
separate, publicly traded company (PHINIA Inc.). The separation supports PHINIA Inc. to pursue growth opportunities
in alternative fuels, such as hydrogen, and.in Aftermarket. Following the spin-off the. Company ‘name changed to-
PHINIA Delphi UK Limited (formally BorgWarner Technologles Limited).

- The fi nancial and operational effect of the proposed transaction had Ilmlted impact on the Company. The method of
financing of PHINIA Delphi UK Limited has continued under a group-wide cash pool model.. Overall, the directors do
not foresee material uncertainty around Going Concern related to the Spin-Off announcement.

-2.



PHINIA DELPHI UK LTD B -

 STRATEGIC REPORT (CONTINUED) = -
FOR THE YEAR ENDED 31 DECEMBER 2022

Non Fmanclal Information

The Company has regard for social issues |mpact|ng the areas in which the company operates The Company is
aware of the recent cost of living crisis and is working with the trade union to support employees. The Company is
conscious of human rights issues, risk is mitigated by strong procurement controls. The Company provides training
to all staff concerning anti-corruption and bribery. Non-Financial KPI's include staff turnover/retention and energy
usage. For a more detailed explanation of BorgWarner's/PHINIA's Non- Frnanmal KPI's please see the BorgWarner/,
. PHINIA website or Form 10k annual report.

Future Prospects :
The Company is a leader in the development design, and manufacture of vehicle propulsion systems that optlmlse
engine performance, increase vehicle efficiency, reduce emissions, |mprove "driving performance and support

: mcreasmg electrification of vehicles.

The Company continues to invest heavily in research and development (R&D) at its facilities globally in’ order to

- ensure that it continues to develop leading technology and to be positioned well for the future. The Company supports
PHINIA Inc. in R&D through.its facilities in Gillingham, Kent |n order to ensure that it contrnues to develop leading
technology and be posmoned well for the future.

Market conditions remain tight due to the ongoing war in Ukraine and the spill over off this into the cost of energy and

-the availability of energy. These impacts have been mitigated by growth of other European markets and fixing future
energy unit prices. The cost of living crisis is ongoing-with increasing employment costs to support the current
workforce. This is mrtrgated by growth of European markets and trend towards longevity of ICEs.

On behalf of the board

Director

Date: 16 February 2024




PHINIA DELPHI UK LTD

DIRECTORS' REPORT
" FOR THE YEAR ENDED 31 DECEMBER 2022

The directors present their annual report and audited financial statements for the year'ended 31 December 2022.

Results and dividends
The resuits for the year are set out on pages 12 and 13 The future outlook for the Company is drscussed wrthm the
strategic report. . _ .

No ordinary dividends were paid. The directors do not recommend payment. of a final dividend. .
Directors
The directors who held office during the year and up to the date of signature of the financial statements were as

follows

CAaron = - (Resigned 3 July 2023)

WAllen : o . (Resigned 31 August 2022) .
W North - ) . (Appointed 21. February 2022 and resigned 19 May 2023)
. P Mistry a ‘ (Resigned 3 March 2022) ,
T Anderson ' . - (Appointed 31 August 2022 and resigned 11 September 2023)
J Kyte : . . (Appointed 31 August 2022)
C Bird - - . . (Appointed 8 June 2023)
‘N Fryer : L : (Appointed 8 June 2023) :
G Muir , " (Appointed 3 July 2023) - . N

None of the directors had any material interests in any shares of the Company. No director was or is materially
interested in any contract subsiding during, or at the end of the year. The- Company however, does operate a share
optlon plan for senior Ieadershlp

Indemnity provision for directors ’ :
Qualifying third party professional mdemnlty insurance is in place for all directors of the Company The cost is‘bourne
by the-Company.

Quahfymg pension scheme indemnity provision :
. A qualifying third party indemnity was in.force during the ﬁnanmal year and at the date of S|gn|ng the financial
statements.

Political donatlons :
No polltlcal or charitable donations were made in the year to 31 December 2022 (2021 £nil). "

Research and development
The Company continues to maintain a level of investment commensurate with its objectives of meeting. the needs of
the market place and enhancmg |ts competmon . .

Disabled persons ~

Applications for employment by disabled persons are always fully considered, bearing in mind the aptitudes of the
applicant concerned. In the event of members of staff becoming disabled, every effort is made to ensure that their
employment within the Company continues and that the appropriate training is arranged. It is the policy of the
Company that the training, career development and promotion of disabled persons should, as far as possible, be
identical to that of other employees. .
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-DIRECTORS' REPORT (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2022

’ Employee mvolvement :
The directors recognise the important role that employees play in the success of the business. The Company makes
a conscious effort to involve its employees in decision making. The Company Tegularly informs its staff with
companywide communications including communications from the PHINIA Delphi leadership team. A substantial
- number of our employees and the employees of our largest customers and suppliers are members of industrial trade
unions or work councils and are employed under the terms of vanous Iabour agreements The Company coordlnates
wrth these groups for the benefit of employees. '

Employee involvement is actively encouraged in all areas of the Company and is seen as fundamental to our
continuing -success. Regular and open communication is carried out to encourage participation and update all
. employees on group objectives and progress towards them. This is achieved in the following ways: email
correspondence with all employees communicating relevant announcements that are made concerning the business,
employee participation through regular communications with management, employee feedback mechanisms and up-
" to-date information regarding financial and economic affairs vra management presentations and as required in
: exceptronal circumstances.

Business relationships
~ The Company is committed to supporting the needs of its customers.and suppliers. The Company continues to focus
on fuel efficiency and reducrng emissions in order to meet increasingly stringent regulatory requirements faced by
both customers and suppliers throughout the supply chain. The Company helps customers fulfil their aims to improve
- vehicle performance and meet regulatory requlrements -

" Energy and carbon report :
. For large unquoted companies for financial years startlng on or after 1 April 2019, Streamlined Energy and Carbon
Reporting (SECR) has been introduced. In line with The Companies (Directors' Report) and Limited ‘Liability
Partnership (energy and Carbon Report) Regulations 2018, set out below are drsclosures containing information about
. our energy usage and GHG emissions.

. : . _ 2022 2021
Energy consumption 4 E ' kWh kWh
Aggregate of energy consumption in the year o B C
- Gas combustion - 16,425,346 12,986,794

- - Electricity purchased . ’ : ' o 42,637,444 42,124,896
59,062,790 55,111,690
. , , 2022 2021
Emissions of CO2 equivalent : metric metric
‘ . , ' tonnes tonnes
Scope 1 - direct emissions . ; - co : o o
- Gas combustion - - I , . ) -3,022.00 2,390.00
Scope 2 - indirect emissions o o , A -
- Electricity purchased _ » : ‘ "~ 10,915.00 .10,784.00
Total gross emissions ’ B ..~ 1393700 13,174.00
Intensity ratio .
CO2 / FTE Headcount S ' : ' = 9.47 8.95




PHlNIA DELPHI UK LTD

DIRECTORS’ REPORT (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2022

Quantlf cat/on and repomng methodology

The Company monitors its power usage and related CO2 emissions at its Gillingham and Stonehouse manufactunng
plants. Total energy usage is determined using data from our energy supplier. The related CO2 emissions arising from.
such energy usage are calculated using a 'Grid mix' formula that applies a conversion rate to the usage. The resulting
output allows us to estimate CO2 emissions. The Grid mix conversion factor is obtained from reports issued by the
UK Government concerning greenhouse gas emissions. The Company also operates an Aftermarket sales division in
Warwick, England. The Aftermarket sales division of the business only uses a small fraction of the total energy since
it does not operate energy intensive manufacturing equipment. To account for energy usage at this division the data -
for Gillingham and Stonehouse has been grossed up by 10% to give an estimate of the total usage of BorgWarner
Technologies lelted The Company outsources all carriage and freight thus the below data does not include any
- figures related to carriage and freight. Fuel usage by employees who own company cars is deemed to be negligible
in light of the manufacturing operations. Business travel emissions are trivial in light of our manufacturing operations
and have therefore not been included in the above data. '

Intensity measurement

The chosen intensity measurement ratio is total gross emlssaons in metric tonnes CO2e per FTE Headcount the
recommended ratio for the sector.

Measures taken to improve energy eff/c1ency :

PHINIA Delphi UK Limited is a recognized leader in desugnlng and building systems and components that enable
vehicles to save fuel and operate more efficiently. We are positive about the role we play in the industry and that so
much of what we do contributes to decreasing carbon emissions and other pollutants. For more information on the
specific strategies employed by the Group concerning ESG, please see our 2022 sustamablluty report which is publicly
available on the BorgWarner website.

Post Balance Sheet Event

On 3 July 2023 BorgWarner Inc. executed a tax-free spin-off of its Fuel Systems and Aftermarket segments into a
. separate, publicly traded company (PHINIA Inc.). The separation supports PHINIA Inc. to pursue growth opportunities

in alternative fuels, such as hydrogen, and in Aftermarket. Following the spin-off the Company name changed to

PHINIA Delphi UK'Limited (formallleorgWarner Technologies 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 regulations.

Company law requires the directors to prepare financial statements for each financial year. Under that law the directors
have elected to prepare the financial statements in accordance with United Kingdom Generally Accepted Accounting
Practice (United Kingdom Accounting Standards, comprising F RS 102 “The Financial Reporting Standard applicable
in the UK and Republlc of Ireland”, and appllcable 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 year. In-
prepanng these financial statements, the directors are required to:

+ select suitable accounting policies and then apply them consistently;
« state whether applicable UK Accounting Standards, comprising FRS102.have been followed, subject to any

material departures disclosed and explained in the financial statements; '

-« make judgements and accounting estimates that are reasonable and prudent; i
« prepare the financial statements on the going concern basis unless it is inappropriate to presume that the

company will contlnue in business.

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

The directors are also responsible for keeping adequate accounting records that are sufficient to show and explam
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




PHINIA DELPHI UK LTD

DIRECTORS' REPORT (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2022

Directors" confirmations A
" In the case of each director in office at the date the directors' report is approved:

- So far as each person who was a director at the date of approving this report is aware, there is no relevant .
audit information of which the company's auditors are unaware; and

« They have taken all the necessary steps: that they ought to have taken as directors in order to make
themselves aware of all relevant audit mformatlon and to establish that the company’s auditors are aware of
that information. .

On behalf of the board

J Kyt
Director -

. Date: 16 February 2024




Indepéndent auditcrs’ report to the
members of PHINIA Delphi UK Ltd

Report on the audit of the financial Statements

Opinion
In our opinion, PHINIA Delphi UK Ltd's financial statements:

e givea true and fair view of the state of the company’s affalrs as at 31 December 2022 and of its profit for the year then
ended; :

e have been properly prepared in accordance with United Kingdom Generally Accepted Accountmg Practice (United
“Kingdom Accounting Standards, including FRS 102 “The Financial Reportlng Standard appllcable in the UK and Republic
of Ireland”, and applicable law), and

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

We have audited the financial statements, included within the Annua_l Report and Financial Statements (the “Annual Report”),
which comprise: the balance sheet as at 31 December 2022; the profit and loss account; the statement of comprehensive
income and the statement of changes in equity for the year then ended; and the notes to the financial statements which
-include a descnptlon of the significant accountmg policies.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (“ISAs (UK)") and applicable law. Our
responsibilities 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 ethlcal requirements that are relevant to our audit of the
financial statements in the UK, which includes the FRC's Ethical Standard, and we have fulfiled our other ethical
responsibilities in accordance with these requtrements.

Conclusmns relating to going concern

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 gomg concern for a period of -
at Ieast twelve months from when the financial statements are authorised for issue. '

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

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

Our responsibilities and the responsibilities of the directors with respect to gomg concern are described in the relevant
sections of thls report. : :




Reporting on other information

The other information comprises all of the information in the Annual Report other than the ﬁnanmal 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 aud|t 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,
considér whether the other information is materially inconsistent with the financial statements or our knowledge obtained in -
the audit, or otherwise aopears 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 requured to report that fact We have nothing to report based
on these responsibilities. ! :

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

Based on our work undertaken in the course of the audit, the Companies Act 2006 requires us also to report certain opinions
~ and matters as described below. ‘

Strateglc report and Directors’ Report

In our opinion, based on the work undertaken in the course of the audit, the mformatlon given in the Strategic report and
Directors' Report for the year ended 31 December 2022 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.

Responsnbllltles for the flnanclal statements and the audlt

Responsibilities of the dlrectors for the financial statements

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

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

Auditors’ responsibilities for the audit of the financial statements .
Our objectives are to obtain Teasonable 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 o

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




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

Based on our understanding of the company and industry, we identified that the principal risks of non-compliance with laws

.and regulations related to UK corporation tax, and we considered the extent to which non-compliance might have a material

effect on the financial statements. We also considered those laws and regulations that have a direct impact on the financial

statements such as the Companies Act 2006. We evaluated management's incentives and opportunities for fraudulent

manipulation of the financial statements (including the risk of override of controls), and determined that the principal risks

were related to posting of inappropriate joumal entries to increase revenue, and management bias in accounting estimates

in partlcularto the accounting estimation of pension Ilabllltles Audit procedures performed by the engagement team included:

* Discussions with management and those charged with govemance, including consideration of known or suspected
instances of non-compliance with laws and regulations and fraud;

e Challenging assumptions and judgements used to determine pension lrabmtles,

o Reviewing minutes of the meetings of those charged with governance for evidence of breaches of laws and regulations
and reading relevant correspondence )

¢ Incorporating unpredictability into the nature, timing and/or extent of our testlng and

¢ Identifying and testing journal entries posted with unusual account combinations, in pamcular any such entries posted to
revenue.

There are inherent limitations in the audit procedures described above. We are less likely to become aware of instances of
non-compliance with laws and regulations that are not closely related to events and transactions reflected in the financial
statements. Also, the risk of not detecting a material misstatement due to fraud io higher than the fish uf nul Uelecting one
resulting from error, as fraud may involve deliberate concealment by, for example, forgery or intentional misrepresentations,
or through collusion.

A further description of our responsibilities for the audit of the ﬂnancial'statements- is located on the FRC's website at:
www.frc.org.uk/auditorsresponsibilities. Tj’\is 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 report is shown or into whose hands it may
come save where expressly agreed by our prior consent in writing.

-10-



Other required repoi‘ting’

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

we ha\}e not obtained all the information and explanations we require for our audit; or
. adequate accounting records have not been kept by the company, or retums adequate for our audit have not been

. received frombranches not visited by us; or
certain disclosures of directors’ remuneration specified by law are not made; or
the financial statements are not in agreement with the accounting records and returns.

We have no exceptions to repbr_t arising: from this responsibility.

Duncan Stratford (Senior Statdtory Auditor)

for and on behalf of PricewaterhouseCoopers LLP
Qhartéred Accountants and Statutory Auditors, Bristol, 16 February 2024

-11 -



PHINIA DELPHI UK LTD

PROFIT AND LOSS ACCOUNT
FOR THE YEAR ENDED 31 DECEMBER 2022

Turnover
Cost of sales

Gross profit

Distribution costs

Administrative expenses

Other operating income

Restructuring expenses

Operéting profit

Interest receivable and similar income

_Interest payable and similar expenses
_ Loss on sale of fixed assets

- Loss on defined benefit pension plan

Profit before taxation

" Taxon profit’

Profit for the financial year

The profit and loss account has been prepared on the basis that all operations are continuing operatidns..

Note

3

© o~

-
©

10

2022
£000's

588,872
(439,366)

149,506

(22,163)
(43,938)

(1,380)

82,025

5,041
(932)
(757)

(2,134)

83,243

(6]27)

76516

2021
~ £000's

543,111
(395,871)

147,240

(23,603)
(56,658)

296
(5,098) -

62,177

4,353
- (2.122)
(6,167)
(3,526)

54,715

(4,973)

49,742

-12-



" PHINIA DELPHI UK LTD

~ STATEMENT OF COMPREHENSIVE INCOME
. FOR THE YEAR ENDED 31 DECEMBER 2022

2022 . 2021

£000's A £000's
Profit for the year : N : : . 76,516 ‘ 49,742
Other comprehensive income : . IR
Actuarial (loss)/gain on defined benefit pension schemes - - (50,073) © . 126,799
Pension scheme liabilities assumed as a result of transfer ‘ (5,843) o : .-
~ Tax relating to other comprehensive income : 14,241 - S (31,700)
Other comprehensive income for the year o . . (41 ,675) : 95,099
Total comprehensive income for the year : 34,841 ' 144,841

-13-



PHINIA DELPHI UK LTD

BALANCE SHEET
" AS AT 31 DECEMBER 2022

_ , 2022 S 2021
Note £000's " £000's £000's £000's
Fixed assets - - : : g
Goodwill o : 1 ‘ ‘ 867 1,726
Tangible assets . : 12 i 109,684 . 103,674
Investments ) ’ 13 o 190 : -
110741 105,400
Current assets : . : ~
Stocks - 14 : 100,902 -83,371
Debtors S 15 455,103 : 410,114
Cash at bank and in hand . 101,167 ' 80,889
A , . 657,172 - 574374
Creditors: amounts falling due within , : .
one year , 16 (178,529) (166,875)
Net current assets S ' 478,643 407,499
Total assets less current liabilities - 589,384 512,899
Provisions for liabilities A
Provisions - 1T . 4509 . .9,975
"Defined benefit pension liability : 19 ) 2,708 : . 4,009
‘ ‘ (7,217) (13,984)
Def‘ ned benefit pension : .
(liability)/surplus _ 19 ) (44,571) - - 3,840
Net assets o B S 537,596 502,755
Capital and reserves _ A . :
- Called up share capital 20 o 133,100 - 133,100.
© Share premium account ' ' 104,654 104,654
Profit and loss account A ‘ 299,842 4 265,001
 Total equity o A . 537,596 ' 502,755

The financial statements on pages 12 to 3£|Vvere approved by the board of directors and authorised for issue on 16 . -
February 2024 and are signed on its behalf by:

Director

‘Company Registration No. 03870587
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PHINIA DELPHI UK LTD

- STATEMENT OF CHANGES IN EQUITY '

FOR THE YEAR ENDED 31 DECEMBER 2022

Balance at 1 January 2021

Year ended 31 December 2021

Profit for the year -

Other comprehensive income: -

Actuarial gain on defined benefit plans

Tax relating to other comprehensive income *

" Total comprehensive income for the year
Balance at 31 December 2021
Year ended 31 December 2022
Profit for the year .
. Other comprehensive income:
Actuarial loss on defined benefit plans
Pension scheme liabilities assumed as a result of transfer
~ Tax relating to other comprehensive income

Total comprehensive income for the year

Balance at 31 December 2022 -

Profit.and

Total

Share Share ‘
capital  premium loss
: account reserves
£000's £000's £000's. £000's
133,100 104,654 120,160 357,914
- - 49,742 49,742
- - 126,799 126,799
- - (31,700) ~  (31,700)
. - 144,841 . 144,841
133100  104,654. 265001 502,755
- - . 76516 76,516
- . (50,073) = (50,073)
- - (5,843)  (5,843)
- - 14,241 14,241
- - 34,841 34,841
133,00 104654 299,842 . 537,596

-15-



A

" PHINIA DELPHI UK LTD.

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2022

1.1

1.2

Accounting policies

' Company information

PHINIA Delphi UK Ltd is a private company limited by shares incorporated in England and Wales. The reglstered,
office is Brunel Way, Stroudwater Business Park, Stonehouse, Gloucestershire, GL1 0 3SX.

Accountmg convention

These financial statements have been prepared in accordance with FRS 102 “The Financial Reporting Standard ;
applicable i in the UK and Republlc of Ireland" (‘FRS 102" ) and the requirements of the Compames Act 2006.

The. fi nancnal statements are prepared in sterllng, which is the functional currency of the company. Monetary

“amounts in these financial statements are rounded to the nearest £000's.

_ The financial statements have been prepared under the hlstoncal cost convention. The principal accountlng

pohcnes adopted are set out below.

This company is a qualifying entlty for the purposes of FRS 102, being a member of a group where the parent
of that group prepares publicly available consolidated financial statements, including this-company, which are
intended to give a true and fair view of the assets, liabilities, financial position and profit or loss of the group.
The company has therefore taken advantage of exemptions from the following disclosure requirements:

.« Section 7 ‘Statement of Cash Flows': Presentation of a statement of cash flnw and related notes and
disclosures;

« Section 11 ‘Basic F|nan0|al Instruments’ and' Section 12 ‘Other Financial Instrument Issues: Interest

. income/expense and net gains/losses for financial instruments not measured at fair value; basis of .
determining fair values; details of collateral, loan defaults or breaches, details of hedges, hedgung fair
_value changes recognised in profit or loss and in other comprehensive income;

» Section 26 ‘Share based Payment': Share-based payment expense charged to profit or loss,
reconciliation of opening and closing number and weighted average exercise price of share options,
“how the fair value of options granted was measured, measurement and carrying amount of ||ab|I|t|es
for cash-settled share-based payments, explanation of modifications to arrangements;

- Section 33 ‘Related Party Disclosures’: Compensation for key management personnel and transact|ons
wrth group members

The ﬁnanmal statements of the company are consolidated in the financial statements of BorgWarner Inc. These
consolidated financial statements are available via the Securities and Exchange Commission.

Gomg concern :

In assessing Going Concern the dlrectors have given thought to unicertainty around the economy and inflation,
uncertainty around energy prices and availability as well as the company’s status as. sponsor of the PHINIA
Delphi UK Limited defined benefit pension scheme. Whilst there are major risks to the business at present,

- many steps have been taken to mitigate risk. Examples of this include fixing our energy unit price & streamlining

OEM operations. The directors are of the view that the Company is likely to have sufficient cash flow from
operations to meet its liabilities as they fall due. Additionally, if needed PHINIA Inc has offered to support the
entity to meet its liabilities as it falls due for at least 12 months from date of approval of the financial statements.

On 3 July 2023 BorgWarner Inc. executed a tax-free spin-off of its Fuel Systems and Aﬂermarket segmentslinto

-a separate, publicly traded company (PHINIA Inc.). The separation supports PHINIA Inc. to pursue growth
“opportunities in alternative fuels, such as hydrogen, and in Aftermarket. Following the spin-off the Company

name changed to PHINIA Delphi UK Limited (formally BorgWarner Technologies Limited).

. Thefinancial and operational effect of the proposed transaction had limited impact on the Company. The method .

of financing of PHINIA Deiphi UK Limited has continued under a group-wide cash pool model. Overall, the
directors do not foresee material uncertainty around Going Concern related to the Spin-Off announcement.
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PHINIA DELPHI UK LTD

'NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

FOR THE YEAR ENDED 31 DECEMBER 2022

13

14

1.5

1.6

1.7

Accounting policies ' _ _ (Continued)

Turnover :
Turnover is recogmsed to the extent that the Company obtains the nght to consideration in exchange forits -
performance. Revenue is measured at the fair value of the consideration received, excluding discounts, VAT
and other sales taxes or duty The following criteria must also be met before specific revenue streams are
recognised: .

Sale of goods:: Revenue from the sale of goods is recognised when the significant risks and rewards of
ownership of the goods have ;passed to the buyer, usually on dispatch of the goods. .

Research and development expendlture ,
Research and development expend|ture is charged to the prof it and loss account as mcurred

Intanglble fixed assets - goodwnll s :

Goodwill arising on the acquisition of assets and Ilabllltles representung any excess of the fair value of the
consideration given over the fair.value of the identifiable assets and liabilities acquired, is capitalised and written
off on a straight line basis over its estimated useful economic life, which is between 10 and 20 years. Provision -
is made for any impairment.

'Tanglble f' xed assets

Tangible fixed assets are initially measured. at cost and subsequently measured at cost or valuation, net of
deprematlon and any impairment losses. : .

Deprecnatlon is recognlsed so as to write off the cost or valuatlon of assets less their resudual values over their -
useful lives on the followmg bases: :

Land and Buildings - - * Indefinite
Buildings | - 16-37 years
Plant and equipment . - S 12 years
Capital Tooling =~ - 3 years

The carrying values of property, plant and equipment are reviewed for impairmentin periods if events or changes

in circumstances indicate the carrying value may not be recoverable. Where such evidence exists, the asset is
impaired to its net realisable value based on esttmated selllng pnce less any further costs expected to be
incurred to completlon and dlsposal

Impalnnent of fixed assets

" The Company assesses at each repomng date whether an asset may be impaired. If any such indication exists
. the company estimates recoverable amount of the asset. If it is not possible to estimate the recoverable amount

of the individual asset, the company estimates, the recoverable amount of the cash- generating unit to which
the asset belongs. The recoverable amount of an asset or cash- generating unit is the higher of its fair value
less costs to sell and its value in use. If the recoverable amount is less than its carrying amount, the carrying
amount of the asset is-impaired and it is reduced to its recoverable amount through an impairment in profit and
loss unless the asset is carried at a revalued amount where the impairment loss of a revalued asset is a

. revaluation decrease. An impairment loss recognised for all assets, including investments, is reversed in a

subsequent year if and only if the reasons for the impairment loss have ceased to apply.

Fixed asset investments ‘ _ . : |
Interests in subsidiaries,-associates and jointly controlled entities are initially measured at cost and.subsequently

‘measured at cost less any-accumulated impairment losses. The investments are assessed for impairment at

each reporting date and any |mpa|rment losses or reversals of impairment losses are recognlsed |mmed|ately
in profit or loss. .
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PHINIA DELPHI UKLTD

NOTES TO THE FI_NANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2022

1.8

1.9

1.10

‘Accounting policies . _ E ' o (Continued)

A subsidiary is an entity controlled by the company. Control is the power to govern the financial and operating '
- policies of the entity so as to obtain benefits from its activities.- '

An associate is an entity, being neither a subsidiary nor a joint venture, in which-the company holds a long-term '
interest and where the company has significant influence. The company considers that it has significant

influence where' it has the power to participate in‘the ﬂnancial and operating 'decisions‘of the associate.

Entltles in which the company has a long term interest and shares control under a contractual arrangement are

. classified as jointly controlled entities.

Stocks .
Stocks (including work in progress) are valued at the Iower of cost and net realisable value. Cost is calculated

on a weighted average basis including material, direct labour and appropriate overheads. Net realisable value.

is based on estimated selling price less and further costs expected to be incurred to completion and disposal.
Excess and obsolete stock is provided for based on the age and turns of the product

Cash and cash equivalents

Cash and cash equivalents are basic financial assets and mclude cash in hand, deposnts held at call with banks,
other short-term liquid investments with original maturities of three months or less, and bank overdrafts. Bank
overdrafts are shown within borrowings in current liabilities.

Financial mstruments

The company has elected to apply the provisions of Section 11 ‘Basic Financial Instruments and Sectlon 12 .

‘Other Fmancral Instruments Issues’ of FRS 102 to all of its financial instruments.

Fmanmal mstruments are recognised in the company's balance sheet when the company becomes party to the ‘

contractual provisions of the instrument.

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

Basic fil nancrai assets

Basic financial assets, which include debtors and cash and bank balances, are |n|trally measured at transactlon
price_including transaction costs and are subsequently carried at amortised cost using the effective interest
method unless the arrangement constitutes a financing transaction, where the transaction is measured at the
present value of the future receipts discounted at a market rate of interest. Financial assets classified as
receivable within one year are not amortlsed

" Other financial assets

Other financial assets, including investments in equity mstruments which are not subsrdlanes associates or
joint ventures, are initially measured at fair value, which is normally the transaction price. Such assets are
subsequently carried at fair value and the changes in fair value are recognised in profit or loss, except that
investments in equity instruments that are not publicly traded and whose fair values cannot be measured reliably
are measured at cost less impairment.

-18 -
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PHINIA DELPHI UK LTD

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2022

1 Accounting policies - : ' . (Continued)

Impairment of financial assets _
Financial assets, other than those held at fair value through profit and loss, are assessed for indicators of .
impairment at each reporting end date.

Financial assets are impaired where there is objective evidence that, as a resuit of one or more events that
occurred after the initial recognition of the financial asset, the estimated-future cash flows have been affected.
If an asset is impaired, the impairment loss is the difference between the carrying amount and the present value -

- of the estimated cash flows discounted at the asset's ongrnal effective interest rate. The impairment loss is
recognlsed in profit or loss.

If there is a decrease in the impairment loss arising from an event occurring after the impairment was
recognised, the impairment is reversed. The reversal is such that the current carrying amount does not exceed
what the carrying amount would have been, had the impairment not previously been recognlsed The
impairment reversal is recognised in profit or loss.’ . .

Derecognmon of financial assets

Financial assets are derecognised only when the contractual rights to the cash flows from the asset expire-or
are settled, or when the company transfers the financial asset and substantially all the risks and rewards of
ownership to another entity, or if some S|gn|f icant risks and rewards of ownership are retained but control. of the
asset has transferred to another party that is able to sell the asset in its entirety to an unrelated third party.

*.Classification of financial liabilities :
Financial liabilities. and equity instruments are classified accordlng to the ‘substance of the contractual
arrangements entered into. An equity instrument is any contract that evidences a resndual interest in the assets
of the company after deducting all of its I|ab|I|t|es :

. Basic financial liabilities
Basic financial liabilities, including creditors, bank loans, Ioans from fellow group companies and preference
shares that are classified as debt, are initially recognised at transaction price unless the arrangement constitutes
~a financing transaction, where the debt instrument is measured at the present value of the future payments
discounted at a market rate of ‘interest. Flnancral liabilities classified as payable W|th|n one year are not.
amortised. .

Debt instruments are subsequently carried at amortlsed cost using the effectlve interest rate method

Trade creditors are obligations to pay for goods or_services that have been acquired in the ordmary course of
business from suppliers. Amounts payable are classified as current liabilities if payment is due within.one year
or less. If not, they are presented as non-current liabilities. Trade creditors are recognised initially at transactlon

price and subsequently measured at amortised cost using the effective interest method. )

Other financial liabilities :
Derivatives, including interest rate swaps and forward foreign exchange contracts are not basrc financial .
instruments. Derivatives are initially recognised at fair value on the date a derivative contract is entered into
and are subsequently re-measured at their fair value. Changes in the fair value of derivatives are recognised in
profit or loss in finance costs or finance income as appropriate, unless hedge accounting is applred and the
hedge is a cash flow hedge.

‘Debt mstruments that do not meet the conditions in FRS 102 paragraph 11.9 are subsequently measured at fair
value through profit or loss. Debt instruments may be designated as being measured at fair value through profit
or loss to eliminate or reduce an accounting mismatch or if the instruments are measured and their performance
evaluated on a fair value basis in accordance with a documented risk management or investment strategy.
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PHINIA DELPHI UK LTD

'NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

FOR THE YEAR ENDED 31 DECEMBER 2022

1

1.12

1.13

Accounting policies ' ' ~ (Continued)

Derecognmon of financial liabilities
Financial liabilities are derecogmsed when the company’s contractual obhgataons expire or are discharged or
cancelled.

Equity instruments

Equity instruments issued by the company are recorded at the proceeds received, net of transactlon costs.
Dividends payable on equity instruments are recogmsed as llab|I|t|es once they are no longer at the discretion
of the company.

Taxation . ’
The tax expense represents the sum of the tax currently payable and deferred tax

Current tax
The tax currently payable is ‘based on taxable profit for the year and prior years. Taxable profit differs from net
profit as reported in the profit and loss account 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. The. company’s
liability for current tax is calculated usmg tax rates that have been enacted or substantively enacted by the
reportlng end date. .

Management periodically evaluates positions taken in tax returns with respect to' situations in which applicable
tax regulation is subject to interpretation. |t estabhshes provisions where appropriate on the basis ufl amounts
expected to be paid to-the tax authorities.

Defen-ed tax

Deferred taxation is recognised in respect of all t|m|ng dlfferences that have ongmated but not reversed at the
balance sheet date where transactions or events at that date that will result in an obligation to pay more, or a
right to pay less or to receive more, tax have occurred. Deferred tax assets are recognised only to the extent
that the directors consider that it is more likely than not that there will be suitable taxable profits from which the .
underlying timing differences can.be deducted. Deferred tax is measured on an undiscounted basis at the tax
rates that are expected to apply in the years in which the timing differences reverse, based on tax ratés and
laws enacted or substantively enacted at the balance sheet date. . .

Provisions :
Provisions are recognlsed when the company has a Iegal or constructlve present obl:gahon as aresult of a past’

" event, it is probable that the company will be required to settle that obligation and a reliable estimate can be -
- made of the amount of the obligation.. .

The amount recognlsed asa provision is the best estimate of the consideration required to settle. the present
obligation at the reporting end date, taking into account the risks and uncertainties surrounding the obligation.
Where the effect of the time value of money is material, the amount expected to be required to settle the
obligation is recognised at present value. When a provision is measured at present value, the unwmdlng of the
discount is recognised as a fi inance cost in profit or loss in the year in which it arises.

Warranty Provision:
Provision is made for liabilities arising |n respect of expected customer cla|ms based on hlstoncal expenence
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PHINIA DELPHI UK LTD

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2022

1.14

1.15

Accounting policies - (Continued)

Employee benefits
The costs of short-term employee beneﬁts are recognised as a liability and an expense.

The cost of any unused holiday entltlement is recognlsed in the year in which the employee s services are
receuved :

The Co’mpany recognises termination benefits as a liability and an expense only when it is demonstrably
committed to either terminate the employment of an employee (or a group of employees) before the normal
retirement date or provide termination benefits as a result of an offer made in order to encourage voluntary
redundancy, termination benefits are measured at the best estimate of the expenditure that would be required
to settle the obligation at the reporting date. In the case of an offer made to encourage voluntary redundancy,
the measurement of termination benefits shall be based on the number of employees expected to accept the
offer. These expenses are recognised within restructuring costs, classed as exceptional items in 2021 and 2022.

Pension

The Company operates a defined contribution pension ‘scheme. Contributions are charged to the profit and loss
account as they become payable in accordance with the rules of the scheme.

The Company also-operates a defined benefit pension scheme which was closed to new entrants from 1 April
2012. New employees can join the defined contribution pension scheme. As of April 2019, the defined benefit
scheme closed to accrual of additional benefits. Employees will receive a compensatory cash supplement for
two years and are offered to join the Company's defined contribution plan. The cost of providing benefits under
the defined benefit plans is determined using the projected unit method, which attributes entitiement to benefits
to the current year, (to determine current service cost) and to the current and prior years (to determine the
present value of defined benefit obligations) and is based on actuarial advice. Past service costs are recognised
in the income statement immediately. When a change in estimation basis, a settlement or a curtailment occurs,
the change in the present'value of the scheme liabilities and the fair value of the plan assets reflects the gain
or loss which is recognised in the income statement. Losses are measured at the date that the employer
becomes demonstrably committed to the transaction and gains are measured when all parties whose consent
is required are irrevocably committed to the transaction. ’

The net interest on the net 'deﬂﬁed benefit liability is determined by hultiplying the net defined benefit liability

‘by the discount rate, both as determined at the start of the annual reporting year, taking account of any changes

in the net defined benefit liability during the year as a result of contribution and benefit payments. The net interest
on the net defined benefit liability comprises interest cost on the defined benefit obligation and interest income
on plan assets. Interest income on plan assets is'a component of the return on plan assets, and is determined
by multiplying the fair value of the plan assets by the discount rate, both as determined at the start of the annual
reporting year, taking account of any changes in the plan assets held during the year as a result of contribution
and benefit payments. The difference between the interest income on plan assets and the return on plan assets
is included in the measurement of the net defined benefit liability. Actuarial gains and losses are recognised in
full in the Statement of Other Comprehensive Income in the year in which they occur.

‘The defined benefit pension asset or liability in the balance sheet comprises the total present value of the

defined benefit obligation (using a discount rate based on high quality corporate bonds that have been rated at
AA or equivalent status), less any past service cost not yet recognised and less the fair value of plan assets out
of which the obligations are to be settled directly. Fair value is based on market price information and in the
case of quoted securities is the published bid price. The value of a net pension benefit asset is limited to the
amount that may be recovered either through reduced contributions or agreed refunds from the scheme.

The Company also operates a separate defined benefit group plan where risks are shared between entities
under comman control. The Group shall abtain information about the plan as a whole measured on the basis of

“assumptions that apply to the plan as a whole. Individual group entities, PHINIA Delphi UK Ltd being one, shall

in their individual financial statements recognise the cost of the defined benefit plan so charged to thelr share
of the obhgaﬂon
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2022

116

1.17

1.18

1.19

Accounting policies - ) ' . - : (Continued)

Leases
Rentals payable under operatmg leases (net of any mcentlves given by the Iessor) are charged to the proﬂt and
loss account on a straight line basis over the lease term.

Government grants :
Government grants are recognised when there is reasonable assurance that the Company will comply with the

‘conditions attaching to them and that the grants will be received. Grants are recognised based on the

performance model and are measured at the fair value of the asset received or receivable. Where a grant
becomes repayable itis recogmsed as a liability when the repayment meets the definition of a I|ab|I|ty

Forelgn exchange
Transactions in currencies other than pounds sterling are recorded. at the rates of exchange prevaalmg at the
dates of the transactions. At each reporting end date, monetary assets and liabilities that are denominated in

. foreign currencies are retranslated at the rates prevailing on the reporting end date. Gains and Iosses arising
on translation in the year are included i in profit or loss. . .

Delphi Lockheed Support Agreement

The Company has an agreement with. sister company Delphi Lockheed Automotlve Limited ("DLA“) As part of
the agreement, the Company manages DLA's customer contracts, sales of DLA products and its aftermarket

. business activities. In return the Company pays to DLA 3% of the gross revenue earned from sales ‘of the DLA

1.20

product. The 3% takes into consideration any expenses incurred by thc Gompany for the DLA product lines.
The minimum amount to be paid is equal to DLA's pension liabilities for the year (regular pension contributions,
if any, including any payments in connection with the pension deficit recovery contributions). This fee is shown

within administrative expenses in the Income Statement. This agreement was ended in 2020

.Share- based payments - bre 1 October 2020 ( pre acquisition)

Share-based payment arrangements consist of grants of restricted stock units (RSUs), governed by Delphi
Technologies PLC's compensation committee. These awards are granted directly to certain company executives
by the ultimate parent company. The RSU awards are treated as equity settled In the Delphi Technology PLC
financial statements and are therefore treated as equity settled in the company, as the company benefits from

- the service of the executives. This resuits in relevant compensation expense being recorded in the.income"

1.21

statement and an equal and opposite entry being taken to reserves. Any reimbursement paid by the company
to the ultlmate parent company is netted off agalnst the amount recognised in reserves.

Share- based payments - post 1 October 2020 ( post acquisition) '
BorgWarner operates a stock incentive plan for specific employees. The stock incentive plan is governed by
BorgWarner Inc. Upon the purchase of Delphi Technologies PLC by BorgWamer Inc, it was agreed that all
outstanding equity under the Delphi Technology PLC RSU 'scheme would be converted using a conversion
factor of 0.4307. For more specific details concermng the BorgWarner stock incentive plan, please see the

- BorgWarner Inc. 2021 annual report.
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2022

2 Judgements and key sources of estimation uncertainty

In the application of the combanys accounting policies, the directors are required to make judgements;
estimates and assumptions about the carrying amount of assets and ||ab|I|t|es that are not readily apparent from
other sources.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting
estimates are recognised in the year in which the estimate is revised where the revision affects only that year,
or in the year of the revision and future years where the revision affects both current and future years. Areas
affected by judgements and estlmates in the financial statements are as follows:

‘Pensions and other post-'employment benefits

The cost of providing benefits under defined benefit pension schemes is determined separately for each of the
schemes under the projected unit credit actuarial valuation method. Any actuarial gains or losses are recognised
in the year in which they occur. The key assumptions used for the actuarial valuation are based on the best
estimate of the factorswhich will determine the cost of providing post employment benefits.

The Company recognises a pensmn scheme asset as it has the uncondltlonal right to a refund on the event of .

winding up of the schemes assuming the gradual settlement of the plan Ilabllmes over tfme untll all members
have left the plan. .

3. '_I'urnover

Turnover represents.amounts derived from the Company's pnnmpal activity of supplymg diesel automotive
products to vehicle manufacturers and vehicle dealershlps

2022 . 2021

£000's £000's
Turnover analysed by geographlcal market . )
UK: . 107,374 109,103
Europe . : : 280,123 312,666
North America - . . 83,055 72,518
Rest of World - o _ . 118,320 48,824 -
588,872 543,111
2022 . 2021
£000's - £000's
Other revenue
Coronavirus job retenfion scheme grant ' : - 296
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4

Operating profit

Foreign currency 'ekchange Ioss/(gain)

" Research and development costs

Government grants

. Auditors' remuneration for audit services ,
Auditors' remuneration for non audit services

Depreciation of owned tangible fixed assets
Amortisation of goodwill ‘

Cost of stocks recognised as an expense
Operating lease charges

Employees

Administration -
Manufacturing

_ Total

Their aggregate remuneration comprised: )

Wages and salaries
Social security costs
Other pension costs

Diréctors’ remuneration

Gross salary

Company pension contributions (money purchase)

" Share based compensatlon

2022

. £000's

2,379

41,320 -

310 -

566
15,700
859
7,575
4,713

2022

Number

690

800

1,490.

2022

£000's

66,215
7,612

2,947

- 76,774

2022
" £000's

498
40
64

603

2021
£000's

' (2,194)
44,802
(296)
310
359

14,236

7.851
4,845

The average mqnthly number of persons (including directors) employed by the company. during the year was:

2021
Number‘

640
804

1,444

2021
£000's

64,410
6,793
5,503

76,706 -

2021
£000's

419

. 64

514
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'NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
'FOR THE YEAR ENDED 31 DECEMBER 2022 |

10

. Interest receivable and similar income .

Directo}s_' remuneration -
Remuneration disclosed above include the foIIowtng'amounts paid to the highest paid director:

2022

"‘£000's
- Gross salary ' B o ' ' - 162
Company-pension contnbutlons (money purchase) . ‘ L 6

- Share based compensatlon . _ . o 64

(Continued)

2021
£000's

- 326

23 -

64

" . During the year one director was. employed by another group company. This individual has global corporate

responsibilities and therefore specific salary costs related to PHINIA Delphi UK Ltd cannot be accurately

apportioned and is therefore not included in these financial statements

2022
, £000's
- Interest income ) .
Interest receivable from group. co'mpanies . _ . . 4,982
Net interest on pension plan assets and liabilities . - ' 59
Total incomé ) B , . o 5,041
‘Interest payable and similar expenses
L 2022
£000's
Bank interest payable o ‘ . 905
Interest payable to group undertakings ) . 27
Net interest on pension plan assets and liabilites - -~ = . -
932
- Loss on disposal of fixed assets
' 2022
£000's
~ Loss on disposal of fixed asseéts - - ' L . 757
Taxation
' 2022
_ £000's
Currenttax : A ' :
UK corporation tax on profits for the current period . 1,526 .
Adjustments in respect of prior-periods o B (247)
Total currenttax , A o B 1,279

2021
'£000's

4,353

2021
£000's

519
1,594

2,122

2021
£000's

6,167

2021
£000's

2,899

2,899
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10 Taxation

) Deferred tax
‘ Origination and reversal of timing dlfferences
Changes in tax rates . .
Adjustment in respect of prior penodsﬂ

Total deferred tax

Total tax charge

2022

£000's -

" 13,590

© 1,982

(10,124)

- 5,448

6,727

(Continued)

2021
£000's

9798
- (779)
(6,945)-

2,074

4,973

From 1 April 2023 the UK corporate tax rate will increase to 25%. The applicable deferred tax balances held at-

the end of the reporting period have: been measured at this rate

The actual charge for the year can be reconciled to the expected charge for the year based on the prof t or loss

and the standard rate of tax as follows:

Profit before taxation

+

Expected tax charge based on the standard rate of corporatlon taxi in the UK of -
19.00% (2021:.19.00%) _
Difference due to deferred tax rate being hrgher than current tax rate
Variance due to changes in deferred tax rate
* Research and development credit
Permanent timing differences
Group relief
Current tax adjustments in respect of prior years
Deferred tax adjustments in respect of prior years

Taxation charge for the year

2022

- £000's

83,243 -

15,816

1,982

(175)
(718)
(10,178)

© 6,727

2021
£000's -

54,715

10,396
- 1,848
(2,626)
(1,000)
362

39
2,899
(6,945)

4,873

In addition to the amount charged to the prof it and loss account, the foIIowrng amounts re|at|ng to tax have been

recognlsed directly in other comprehenswe income:

Deferred tax arising on:
Tax rate change
: Actuarial differences recognised as other comprehensive income

2022
£000's

-(3A17)

- (10,824)

(14,241)

2021
. £000's

31,700 .

-+ 31,700
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11

12

13

Goodwill

Cost .
At 1 January 2022 and 31 December 2022 .

* Accumulated amortisation and iinp‘airment

At 1 January 2022

Amortisation charged for the year

At 31 December 2022

Carrying amount
‘At 31 December 2022

At 31 December 2021

The goodwill balance represents various historical business acquisitions made in prior years.

Tangible fixed assets

Cost
At 1 January 2022 .
Additior)s '

Disposals

At 31 December 2022

Accumulated depreciation

At 1 January 2022

Depreciation charged in the year
Eliminated in respect of disposals -

At 31 December 2022-

Carrying amount
At 31 December 2022

. At 31 December 2021

Goodwill

By £000's

80,452

78,726

859

: 79,585

867

1,726

Land and Plant and Capital Total .
Buildings equipment Tooling

£000's £000's £000's -£000's
28,603 © 304,509 24,516 357,628
- 21,886 1,323 23,209
- . (7,124) - (7,124)
28,603 ‘ .3:19,271 25,839 373,713
11,566 225,421 16,967 253,954
1,070 12,117 2,513 15,700
- - (5,625) - (5,625)
12,636 231,913 19,480 264,029
15967 87,358 6359 109,684
17,037 79,088 1 Q3,674'

7,548

The Company's fixed assets included assets under finance leaées with net book value of £26k (2021: £95k).

Investments

Other iﬁvestments

2022
£000's

. 190

2021 .

£000's
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13

Investments | . . ) ' ' ‘ (Continued)
Movements in Investments

Other
£000's

Cost or valuation : -
At 1 January 2022 ) _ ’ . ) _ . -
~ Additions . v ' ; | 190
At 31 December 2022 o ' : 190
Carrying.amount co ‘ . o
At 31 December 2022 . - _ : . 190
At 31 December 2021 .-

14  Stocks A

2022 -2021
~£000's £000's
Raw materials and cohsumébl'es . : 47,667 41,874
Work in progress - ‘ . o 7,832 7,060
- Finished goods and ‘goods for resale ' : : . .45,403 - 34,437
100,902 - ° 83,371

15

Expenses related to mventory provision during the year ended 31 December 2022 was £7,575k (2021 -
£7 851k)

- Debtors

. , _ . 2022 2021
Amounts falling due within one year: : . A ' £000's £000's

Trade debtors V o o 107,954 ' 83,904 -
Amounts owed by group undertakmgs ‘ ' 136,977 81,668
Other debtors . ‘ . 34,661 22,530
Prepayments and accrued income - ‘ ' 2,280 2,858
281,872 . 190,960

£51,497 (2021: £15,321k) included in the amounts due from group undertakings represents cash balances held
in a group treasury function that are readily accessible by the Company. -

Also included in the amounts due from group undertakings is a credif facility with BorgWarner UK Management
Limited ("BWUM") for £58,000k (2021: £58,000- held in amounts falling due after more than one year). The
facility with BWUM has. a maturity date of 30 April. 2023 a maximum borrowmg amount of £60,000k and an

'mterest rate of 1.29%

©
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.

15 Debtors : 3 ‘ ' ; o (Continued)
2022 - . 2021

Amounts falling due after more than one year: ‘ ‘ : £000's £000's
Amounts owed by group undertakings = .- . " 145,356 202,854

" Deferred tax asset (note 18) : . ’ A 27,875 16,300
173231 - 219,154

Total debtors | R - : 455103 410,114

' Amounts owed by group under’taklhgs due after more than one year represent a long term credit facility with
" Borgwamer UK Automotive Operations Limited ("BAQ") for £49,000k (2021: £49 000k) and a credit facility with
BorgWarner Luxemburg Operations ("BOL") for £95,000k {2021: £85,000k).

. The credlt facility agreement between BAO and the Company is maturlng on 30th September 2030 wuth an
interest rate of 2.23%.

The facility with BOL has a maturity date of 29th February 2024, with a principal amount of £95,000k. The
interest rate is 1.67%.

16  Creditors: amounts falling due within one year

2022 2021

'£000's £000's

Trade creditors - S ‘ | 80,860 83,938
Amounts owed to group undertakings . 31,508 23,890
Corporation tax . : ) - 2,899
Other creditors ' : : . L 6,896 5,822
Accruals - . N L 59,265 50,326
178,529 166,875

17 Provisior{s’-

2022 2021

£000's £000's

Warranty. ' : . _ . 3,443 4,026
Restructuring’ - s . 1,066 5,949
4,509 9,975
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17

18

' , Restluctunng pmV/S/on

Provisions - - o : . B - (Continued)

Wanahty provision

Aprovision has been made for the estimated future claims by customers under warrantles in respect of products
sold during the current and prior years based on historical experience and known claims. It is expected that the
majority of this expenditure will be incurred in the next five fi nancial years. .

/

Al

A prowsmn has been made for the closure of the Sudbury production facility which was announced on 4 August

2017. The Sudbury plant was fully closed by the end of 2020 Further provision was made for redundancies at

- the Stonehouse plant.

Movements on provisions: R
: Warranty Restructuring - Total

£000's £000's - £000's

J . .
At 1 January 2022 .- 402 - 5949 9,975
Additional provisions in the year . : o 3,595 . 707 - 4,302
Utilisation of provision - . (4,178) (5,590) . (9,768)
At 31 December 2022 A S 3aa3 . 1086 . 4,509

A Deferred taxation .

‘ The foIIowmg are the major deferred tax liabilities and - assets recognlsed by the company and movements

thereon:
Assets _ Assets
o : : . _ 2022 . 2021 -
Balances: . : o o - £000's .£000's
Reftirement benefits ~ * R 18137 10,201
Provisions - - : o a Lo : » oL - 1,326
Fixed assets & other assets B ' . . 4914 - 4773
Trade losses : " ‘ - 2,043 -
- RDEC: S \ : o - 2,781 . -
27,875 16,300
Movements in the year: : . A : S ‘ £000's
Assetat 1 January 2022 -~ | | o (16,300)
.- Charge to profit or toss g A . _ . . 15,570
Credit to other comprehensive income T . . o - (14,240)
Adjustment in respect of prior years . . _ : - : ) , (,12,905)‘
Assetat31December2022 . o a  (@1.875)
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)

Pension schemes

. Defined contribution scheme

The company operates a defined contribution pensuen scheme for all qualifying employees There were
outstanding contrlbut|ons of £nil at the year -end (2021 £nil). The expense for the year was £9 054k (2021:
£5,500k). :

Def‘ ned benefit schemes

) Def ned benefit scheme - Delphu Technolognes Pension Scheme (opened 1 Apnl 2020)

On 1 April 2020 the assets and obligations of the Delco Electronics Overseas Corporate Pension Plan, The
Delphi Lockheed Automotive Limited Pension Plan and the Delphi Diesel Systems Pension Scheme were
transferred into the new combined scheme called the Delphi Technologies Pension Scheme. The scheme is
closed to new entrants. At the date of inception the scheme was sponsored by both PHINIA Delphi UK Limited
and Delphi Lockheed Automotive Limited. At the date of signing these financial statements, the sole sponsor is -
PHINIA Delphi UK Ltd. During 2022 the Company made £2,243k contributions to the plan (2021: £nil).

. The latest actuarial valuation of the Delphi Technologies Pension Scheme was cbmpleted on 30 April 2023. For

the purposes of determining liabilities at the year end date, participant data as of the latest census 'date, 1
October 2022, are used. The defined benefit obligation is projected to the year end date by assuming no

- actuarial gains and losses in the interim, except for those assumption changes necessary to reflect the situation

at the year end date. There were no significant events that would render the projection inappropriate.

R ‘ . 2022 2021
Key assumptions _ : : . % %
Discountrate . 18 1.3
Expected rate of increase of pensions in payment 21-32 - 19-28"
Expected rate of salary increases : ' - N/A NA
RPI inflation a R N 3.4 28
CPlinflation - _ ' ' : T29 24

. A : - 2022 2021
~ Amounts recognised in the profit and loss account . ~ £000's £000’'s
Net interest on net defined benef t (asset)/liability - ' ' (59) . . 1,558
~ Scheme introductions, changes curtailments and séttlements . (9,969) 400
Administrative costs A : . 3,435 3,356
" Total (income)/costs o o a (6,593) 5314 .
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19 Pension'schemes ) : - ) ’ S (Contin'ued) :
_ : 3 2022 2021
_ Amounts taken to other comprehensive income o © £000's  £000's
Actual return on schéme assets v 427,001 (49,175)
Less: calculated interest element . , ' 19,398 13,890
Return on plan assets ~ . _ - o . 446 399 (35,285)
Actuarial (gain)/loss =~ = _ ‘ (390, 483) (91,514)
Remeasurement effécts recognised in OCI I - o . 55,916 . (126,799)

The amounts included in the balance sheet arising from the companys
obhgatuons in respect of defined benefit plans are as follows:

2022 . 2021
£000's £000's
Present Valué of deﬁﬁed benefit obligations ' ' < (692,007)  (1,093,093)
Fair value qf plan assets . o 647,436 1,096,933
(Déﬁcit)/surplus in scheme . ‘ o (44,571) - .3,840
: , . 2022
Movements in the present value of defined benefit obligations ' : o £000's
" Liabilities at 1 January 2022 . | " 1,093,093
*  Transfer payments : : : 17,414
Plan introductions, changes, curtailments and settlements - . ] (9,969)
Benefitspaid =~ . ' . : _ (37,387)
Actuarial gains and losses B : ‘ A _ (390,483)
Interest cost o , . o . 19,339 -
At 31 December 2022 L , 692,007
o . , ‘ 2022
Movements in the fair value of plap assets ‘ : ‘ - : - £000's
Fair value of assets at 1 January 2022 - ' ' S 1,096,933
Transfer payments. . o S 16,083
_Interest income ' S : 19,398
Return on plan assets (excludlng amounts included in net interest) 4 : o ’ (446,399)
_Benefits paid ‘ . o . (37,387)
Other o ’ ' 2,243
Administration expenses L : ' ‘ (3.435)

At31December 2022 ' : | © . e4r436
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- 19

20

21

Pension schemes - o : : ‘ ' (Continued)

. o - : . 2022 2021

. Fair value of plan assets at the reporting year end £000's . £000's

Equity instruments : - . 55,846 246,443
Debt instrumgnts . . 103,442 80,651

Property o - . ' : 98,943 71,309
Hedge Funds : : 120,630 147,182
Liability Driven Investment (LDI) ' ’ - 216,157 - 348,306

- Currency hedging o S ' ' 4,230 -

Cash and cash equivalents - s 48,188 203,042

647,436.. 1,096,933

Defined benefit scheme - Group Plan

The Company also operates a separate defined benefit group plan where nsks are shared between entmes
under common control. The Group shall obtain information about the plan as a whole measured on the basis of

. assumptions that apply to the plan as a whole. Individual group entities, PHINIA Delphi UK Limited being one,

shall in their individual financial statements recognise the cost of the defined benefit p|an so charged to their
share of the obligation. 5

At 31 December 2022, the value of obligations owed by PHINIA Delphi UK lelted was £2 708k (2021 -
£4,009k). The charge for the year is recognised in the profit and Ioss account. . )

Contrlbutuons to the scheme were £nil in 2022 (2021 £nil). Of the two members related to PHINIA Delphl UK -
Limited one member began to receive benefits on 1 January 2021. The second member began to receive
benefits on 1 October 2021. The benefit is due in monthly instalments.

Called up share capital ' )
: 2022 - 2021 2022 . 2021

Ordinary share capital ' , i Number  Number © £000's £000's
Issued and fully paid ' _ : : . ‘ . 4
Ordinary. shares of £1 each 133,100,000 133,100,000 133,100 133,100

Operating lease cbmmitments

v

} Lessee"

At the reporting end date the company had outstanding commltments for future minimum Iease payments under
non-cancellable operating Ieases which fall due as follows: :
2022 2021

£000's £000's
Within one year ' A A o ‘ o 3,741 . 267
Between two and five years . S : 14,166 100
In over five years . - 1,603 10,034

19,510 - 10,401
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22 .

23

24

25

Capital commitments

Amounts contracted for but riot provided in the financial statements:

© 2022 2021
£000's £000's
Acquisition of tangible fixed assets : , 11660 1735

Related barty transactions

The Company is a wholly owned subsidiary of BorgWarner Inc, whose consolidated financial statements are
publicly available. The Company has taken advantage-of the exemption within FRS 102 section 33, not to
disclose transactions with directly or indirectly wholly owned group companies. During the year there were no
transactions W|th assouates that were not directly or indirectly wholly owned group companies of the Group

Events after the reporting date

on3 July 2023 BorgWarner Inc. executed a tax-free spin-off of its Fuel Systems and Aﬂermarket segments into
a separate, publicly traded company (PHINIA Inc.). The separatlon suppoits PHINIA Inc. to pursue growth
opportunities in alternative fuels, such as hydrogen, and in Aftermarket. Following the spin-off the Company
name changed to PHINIA Delphi UK Limited (formally BorgWarner Technologies Limited).

Ultimate controllihg party
BorgWarner UK Automotlve Operatlons Limited is the |mmed|ate parent undertaklng of the Company, W|th
registered address1 Park Row, Leeds, LS1 5AB

BorgWarner Inc. is the ultimate parent undertaklng of the Company BorgWarner Inc. is incorporated in Jersey
and is traded on the New York Stock Exchange. Its registered address is Auburn Hills, Michigan, United States.
From 3 July 2023 PHINIA Inc. became the ultlmate parent undertaking and controlling party.

The parent of both the smallest and Iargest group for which the results of the Company have been conselidated ‘
Is BorgWarner Inc. The group financial statements of BorgWarner Inc. are available from the Securities and
Exchange Commission in the U.S. .




