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Charles River U.K. Limited

Strategic report for the year ended 30 December 2017

" The Directors present their Strategic Report on Charles Rwer UK. Lxmlted (the “company”) for the year ended
30 December 2017 (2016: 31 December 2016). '

" Review of business and future developments

The income statement for the year is set out on page 8. Revenue increased by 1% (2016: 4% increase) over the
previous year due to an increase in sales to academics, with operating profit decreasing by 30% (2016:15%
increase). The Directors recognise that the future market conditions will continue to be demanding and the
strategic imperative is.to continue to mamtam and develop high quahty products and services to our existing and
. new client base.- .

The continued contraction of the p]iarmaceutical market and the focus on full economic cost, recovery for
academics and government organisations will be demanding on the Company and its customers. The Company
will continue to focus its efforts on delivering its high level of quality products and services in order to maintain
and develop its ‘market penetration. The Company is committed to developmg and maintaining a global
operational model to support all services and locations through cost effective growth and efficient organisational
structure. Competition will creaté some pressure on pricing but whilst the Directors continue to monitor prices,
they believe the provision of quality products and services to be key to retaining our customers’ confidence in the
Company.

Review of financial position
The financial position for the Company as at the balance sheet date is set out on page 9. As at 30 December 2017,
the Company had net assets of £33,108,000 (2016: £31,603,000) and cash of £3,435,000 (2016: £1,228,000).

Princi'pal risks and uncertainties

Economic and Industry risk - .

The economic and industry risks facing the Company are considered to be the level of research and development

activity undertaken by existing and potential customers. This is a key business driver and presents the primary

risk to the Company meeting its-objectives. Grants to academic and medical research institutions are awarded

through full economic cost recovery. Any reduction in the level of grants awarded would damage demand for our
products. Charles River is committed to workmg with our clients to ensure the best products and services are

offered without compromising quality. . -

Financial nsk management
" The Company is exposed to various financial risks as a result of its operations. The pncmg of goods for sale are
constantly monitored by the Directors and management to ensure that they are competitive within the market
- place. With regards to credit risk, the Company has policies which require all new customers to undergo credit
checks and there is detailed monitoring of accounts which fall outside agreed terms. The Company does not use -
foreign currency derivatives as historically benefits have not outweighed the cost of such contracts. The Directors
consider that any future finance requirements will be funded internally within the wider Charles River group and
therefore the Company would not be directly subject to external interest rate and liquidity risk factors.




-Charles River U.K. Limited

Strateglc report for the year ended 30 December 2017 (contmued)

Key performance mdlcators (KPIs)
Given the straightforward pature of the business, the Company’s Dnrectors are of the oplmon that analysis using
non-financial KPIs is not necessary for an understanding of the development, performance or position of the

. business. However, the financial key performance indicators that the Directors consider to. be important in

monitoring the success of the business are as follows:

3017 2016

. . _ £°000 £000
Revenue per head : ' : A ) . 1624 __1659

Revenue per head is calculated against total average employees throughout the year. Propomonate]y, there has
been a reduction from the prior year which has been driven by an increase in head count.

v : 2017 - 2016

. % . %
Gross margin . . 48 48

The gross margin has been maintained at a level consistent with the prior year due to controlling our cost base.
This is calculated by dividing the gross profit by the turnover for the year. ‘

2017 2016
Days Days
Debtor Days . ) 53 55 -

Debtor days are calculated by considering the trade debtors balance at year end against the turnover for the year.
This is actively managed on a day to day basis. Debtor days have improved slightly year on year due to a slight
shift in customer base. There are no significant concerns over the recoverability of debtors beld at the balance
sheet date. ' ‘

. By order of the Board

D R Smith
Director

_ Registered Number: 00950184



- Charles River U.K. Limited

Dire'ctors’ report for the year ended 30 December 2017‘

The Du'ectors present their report and the audited ﬁnancxal statements of the Company for the year ended 30
December 2017. ’

Principal activities .
The principal activity of the Company is the breedmg and sale of research animals and services for use in
biomedical research. )

Results and dividends

. The Company made a profit for the financial year of £3,305,000 (2016; £4,312,000). The Company paid dividends

during the year of £1,800,000 (2016: £300,000) amounting to £20.20 (2016: £3 37) per ordinary share. The
Directors do not recommend payment of a final dividend.

Going concern

The Company has net assets of £33,108,000 (2016 £31,603 000) as at 30 December 2017. However, principally
as a result of an associated liability of the investment in Beijing Vital River, the Company shows a net current
asset position at 30 December 2017 of £5,166,000 (2016: £3,440,000). The Directors believe that it remains
appropriate to prepare these ﬁnanelal statements on a going concern basis.

'Future developments
The future developments of the Company have been set out in the Strategic Report on page 2 of these Annual

Report and Financial Statements.

Financial risk management
The Company is exposed to various financial risks as a result of its operations and its management agamst these
risks has been set out in the Strategic Report on page 2 of these Annual Report and Financial Statements.

Directors . » .
The Directors who held oﬁce during the year and up to the date of approval of t.hese financial statements are
given below:

D Johst .
D R Smith
C Dunn

Post balance sheet events

On 11" January 2018 the Company obtained a revolving credit facxlxty of £13,000,000 which was utilised to '

provide a.loan of £15,500,000 to another group company, Charles River Discovery Research Services UK

Limited. This intercompany loan is due and payable within 5 years from the date of drawdown, and bears interest

at the variable rate charged on the external revoling credit facility plus 0.25%.

Report exemptions

In preparing thus report the dlrectors have taken exemption s414c (ii) under the Compames ‘Act 2006 to present '
: 1tems within the Strategic Report that belong in the Directors Report. '




Charles River U.K. Limited

: Dlrectors report for the year ended 30 December 2017 (contmued)

Statement of dlrectors’ responsnbllmes .
The Directors are responsible for preparing the Strategic Report, Directors’ Report, and the annual report and
financial statements in accordance mth applicable law and regulations.

Company law requires the Directors to prepare financial statements for each ﬁnanclal year. Under that law the
. Directors have prepared the financial statements in accordance with United Kingdom Accountmg Standards,
comprising FRS 102 “The Financial Reporting Standard applicable in the UK and Republic of Ireland” and
applicable law (United ngdom Generally Accepted Accounting Practice).

Under company.law the Duectors must not approve the financial statements unless’ they are sansﬁed that they
give a true and fair view of the state of affairs of the Company and of the profit or loss of the Company for that
period.” In preparing 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, including FRS 102, have been followed subject to any
material departures disclosed and explained in the financial statements;

¢ 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 safeguardmg the assets of the company and hence for taking reasonable steps for the prevention

and detection of fraud and other irregularities.

Directors’ mdemmty insurance

-The ultimate parent company, Charles River Laboratories International Inc. (on behalf of the Company), maintain

Directors and officers liability insurance against liabilities which Directors of the Company may incur personally
as a consequence of claims made against them alleging breach of duty over the unlawful acts of or omissions in
their capacity as Directors and officers. This. insurance was in force during the financial year and at the date of
approval of the financial statements.

Directors’ statement on dlsclosure of information to audltors

So far as the Directors are aware, there is no relevant audit information (as deﬁned by Section 418(3) of the
. Companies Act 2006) of which the Company’s auditors are unaware, and the Directors have taken all steps that

they ought to make themselves aware of any relevant audlt information and to establish that the Company’s

auditors are aware of that mformatxon

Independent Audltors
The auditors, PncewaterhouseCoopers LLP have indicated their wxlhngness to continue in office and a resolution
concerning their re-appointment will be proposed at the Annual General Meeting.

By order of the Board

Director - _
Registered Number: 00950184
17 Decenber 2018

=



Charles River U.K. Limited

.Independent auditors’ ' report to the members of Charles River U. K.
lelted

Report on the audit of the financial statements

Opinion
In our opinion, Charles River UK. Limited’s financial statements:

e ' give atrue and falr view of the state of the company’s affairs as at 30 December 2017 and of its profit for
the year then ended;
e have been properly prepared in accordance w1th United ngdom Genera]ly Accepted Accounting
Practice (United Kingdom Accounting Standards, comprising FRS 102 “The Financial Reporting
- Standard applicable in the UK and Republic of Ireland”, and applicable law); and
¢ have been prepared in accordance with the requirements of the Companies Act 2006.

We have audited the financial statements, included within the Annual Report and Financial Statements (the
“Annual Report™), which comprlse the balance sheet as at 30 December 2017; the income statement, 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 description of the significant accounting policies.

Basis for opinion

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

Conclusions relating to going concern

We have nothing to report in respect of the following matters in relation to whxch ISAs (UK) require us to Teport
to you when: , N

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

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

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

Reporting on other information

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

In connection with our audit of the financial statements, our responsibility is to read the other information and,
in doing so, consider whether the other information is materially inconsistent with the financial statements or our
knowledge obtained in the audit, or otherwise appears to be materially misstated. If we identify an apparent
material inconsistency or material misstatement, we are required to perform procedures to conclude whether
there is a material misstatement of the financial statements or a material misstatement of the other information.
If, based on the work we have performed, we conclude that there is a material misstatement of this other
information, we are required to report that fact. We have nothing to report based on these responsibilities.

Based on the responsibilities described above and our work undertaken in the course of the audit, ISAs (UK)
require us also to report certain oplmons and matters as described below.



Charles River U.K. Limited -

Strategic'Report and Directors’ Report . A

In our opinion; based on the work undertaken i in the course of the audit, the information given in the Strategic
Report and Directors’ Report for the year ended 30 December 2017 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 obtamed in the course of the
audit, we did not identify any material misstatements in the Strategic Report and Dlrectors Report. -
Respon51b111t_1es for the financial statements and the audit

Responsibilities of the directors for the financial statements

As explained more fully in the Statement of Directors’ responsxbhtles set out on page 5, the directors are
responsible for the preparation of the financial statements in accordance with the applicable framework and for

. being satisfied that they give a true and fair view. The directors are also responsible for such internal control as

they determine is necessary to enable the preparation of financial statements that are free from material
"misstatement, whether due to fraud or error.

In preparing the financial statements, the directors are responsible for assessing the company’s ability to

continue as a going concern, disclosing as applicable, matters related to going concern and using the gomg
concern basis of accounting unless the directors either intend to liquidate the company or to cease operatlons, or
have no realistic alternative but to do so.

Auditors’ responsibilities for the audit of the financial statements

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

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

Use of this report

This report, including the opinions, has been prepared for and only for the company’s members as a body in

" accordance with Chapter 3 of Part 16 of the Companies Act 2006 and for no other purpose. We do not, in giving
these opinions, accept or assiime responsibility for any other purpose or to any other person to whom this report
is shown or into whose hands it may come save where expressly agreed by our prior consent in writing.

Other r'equirecli reporting

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

we have not received all the information and explanations we require for our audit; or
adequate accounting records have not been kept by the company, or returns adequate for our audit have
not been received from branches pot 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 report arising from this responsibility.

M, Uaa /Sl

Matthew Haverson (Senior Statutory Auditor)

for and on behalf of PricewaterhouseCoopers LLP
" Chartered Accountants and Statutory Auditors

Gatwick .
QB> 70, Ty 2018




Charles River U.K. Limited

Income statement for the year ended 30 December 2017

Note

12016

2017

_ £'000° £'000

Turnover o : _— 4 18,356 18,085
Cost of sales | (9,531) (9.423)

Gross profit 8,825 8,662
Distribution costs -(1,733) (1,689)
Administrative expenses (3,779) (2,680)

Operating profit C : 5 3,312 4,293

Interest receivable and similar income ‘ .9 - 95 -

Interest payable and similar charges - , ' " 10 - (238)

Profit on ordinary activities before taxation 3,312 ‘ 4,150

Tax on p:rotlit on ordinary activities . : 11 () 162

Profit for the financial year 3,305 4,312

Statement of comprehensive income
for the year ended 30 December 2017

’ 2017 2016

£'000 £'000

Profit for the financial year 3,305 4,312

Other comprehensive result - -

Total comprehensive iticome for the year 3,305 4,312

All of the above results are derived from the continuing operations of the Company.




A'Charl'es‘ River U.K. Limited

| Balance Sheet as at 30 December 2017

Note 2017 2016

o , £'000 - . £'000
'Fixed assets . o ‘ -
Tangible assets , - ' 13 3,285 3,498 .
Investments in subsidiaries : ' . 14 26006 26,59
29,291 30,094
Current assets - ' . o
Stocks ' _ 15 1,691 1,608
Debtors ‘ : : o 16 2,820 3,235
Cash at bank and in hand ‘ : 3,435 1,228
' ‘ . 7,946 6,131
Creditors: amounts falling due within one year : 17 (2,780) (2,691)
Net current assets . ' 5,166 ‘ 3,440
Total assets less current liabilities B - 34,457 33,534
.Creditors: amounts falling due after more than one year - 18 (1,163) (1,752) _
Provisions for liabilities : _ ‘ 19 .- (186) (179 .
. Net assets N . s . 33,108 31,603
Capital and reserves o ' ‘
Called up share capital . . = , 20 89 . 89
Capital contribution . . 9,600 9,600
Retained earnings . ’ ' - 23,419 21,914
Total shareholder’s funds ' 33,108 31,603

The annual report and financial statements which comprise the income statement, the statement of comprehensive
income; the balance sheet and the related notes were approved by the board of Directors on .. A7 /.'.Z,[ 12... and
were signed on its behalf by:

LS

Director
17 Decamber 2018

Registered company number: 00950184




Charles River U.K. Limited

Statement of changes in eqmty

30 December 2017
Total
Share Capital Retained  shareholder’s
capital contribution earnings funds
£'000 £000 _ £'000 ~_£'000
Balance as at 27 December 2015 89 - 17,902 . 17,991
Profit for the financial year - - - 4312 4312
Other comprehensive result for the year, net of tax - - - -
Total comprehensive income for the year - - 4312 4312
Dividends . - : (300) (300)
Capital contribution - 9,600 . 9,600
Total transactions with owners, recognised directly in N 9,600 (300) 97300
equity
Balance as at 31 December 2016 89 9,600 21,914 "~ 31,603
' Profit for the financial year - - . 3,305 3,305
Other comprehensive result for the year, net of tax - - - .-
Total comprehensive income for the year - - 3,305 3,305
Dividends " . - - (1,800) - (1,800)
Total transactions with owners, recogmsed directly in - - (1,800) (1,800)
equity .
Balance as at 30 December 2017 ‘89 9,600 23,419 33,108

10



Charles River UK. Limited

Notes to the financial statements
for the year ended 30 December 2017

General information

_"Charles River UK. Limited (the “Company”) is a private company limited by shares and is' incorporated in-
England and Wales. The address of its registered office is Manston Road, Margate, Kent, CT9 4LT.

"The pnnclpal activity of the. Company is the breedmg and sale of research ammals and services for use in
‘biomedical research :

Statement of comphance

The individual financial statements of Charles River U K. Limited have been prepaled in comphance with United
Kingdom Accounting Standards, mcludmg Financial Reporting Standard 102, ‘“The Financial Reporting Standard
applicable in the United Kingdom and the Republic of Ireland’* (**FRS 102°*) and the Companies Act 2006.

Summary of sxgmﬁcant accounting pohcles
The principal accounting policies applied in the preparation of these financial statements are set out below These
. policies have been consistently applled to all the years presented, unless otherwise stated.

(a) Basis of preparation

The annual report and financial statements are prepared on the going concern basis, under the historical cost
convention, as modified by the recognition of certain financial liabilities measured at fair value, and in accordance
- with the Companies Act 2006 and applicable accounting standards in the United Kingdom.

The preparation of financial statements in conformity with FRS 102 requires the use of certain criﬁcal accounting
estimates. It also requires management to exercise its judgement in the process of applying the Company’s
" accounting policies. The areas involving 4 higher degree of judgement or complexity, or areas where assumptions
and estimates are sxgmﬁcant to the financial statements are disclosed in “Critical accounting Judgemems and key
source of estlmatlon uncertainty’ note.

(b) Accounting period-
The Company’s accounting penod is 52 weeks (2016 52 weeks) ending on the last Samrday in December
(¢) Going concern

The Compahy has net assets of £33,108,'000 (2016: £31,603,000) as at 30 December 2017. However, principally
as a result of an associated contingent liability of the investment in Beijing'Vital River Animal Technology Co.
Ltd, the Company shows a net current asset position at 30 December 2017 of £5,166,000 (2016: £3,440,000). For

" these reasons, the Directors believe that it remains appropriate to prepare these financial statements on a ‘going
concern basis.

1



Charles River U.K. Limited .

Notes to the -ﬁnancial statements
for the year ended 30 December 2017

Summary of significant accounting policies (continued)

_(d) Exemption for qualifying entities under FRS 102

* FRS 102 allows a qualifying entity certain disclosure exemptions, if certain‘condition‘s, have been complied with,

including notification of and no objection to, the use of exemptions by the Company’s shareholders. A qualifying
entity is defined as a member of a Group that prepares publicly available financial statements, which give a true
and fair view, in which that member is consolidated. The Company is a qualifying entity as its results are
consolidated into the financial statements of Charles River Laboratories Intematmnal Inc. which are publicly
available. ‘ :

Asa quahfymg entlty, the Company has taken advantage of the followmg exemptions in its separate financial

. Statements:

1) from the requirement to prepare a statement of cash flows as reqmred by paragraph 3. 17(d) of FRS 102;

ii) ‘ from the requirement to present certain ﬁnancxal instrument disclosures, as required by sections 11 and 12 of
FRS'102;

iii) from dlsclosmg share based payment arrangements, reqmred by paragraphs 26.18(b), 26.19 to 26. 21 and

26.23 of FRS 102, concerning its own equity instruments;

iv) from the requirement to present a reconciliation of the number of shares outstanding at the begmnmg and end . .

of the period as required by paragraph 4.12(a)(iv) of FRS 102; and

v) from the requirement to disclose the key management personnel compensation in total as required by
paragraph 33.7 of FRS 102. R : '

) (e) Consolldated financial statements

The Company has taken advantage of the exempuon from preparing consohdated financial statements afforded

"by Section 401 of the Companies Act 2006 as they are included in the consolidated financial statements of the

ultimate parent company, Charles River Laboratories International Inc. consolidated financial statéements are
publicly available. o .

/

Nt Foreigri currency

i) Functional and presentation currency

The Company’s functional and presentation currency is ,ihe pouhd sterling.

i) Transaction and balances

Foreign currency transactions aré translated mto the functional currency using the spot exchange rates at the dates
of the transactions. :

At each period end foreign currency monetary items are translated using the closing rate. Non-monetary items
measured at historical cost are translated using the exchange rate at the date of the transaction and non-monetary
items measured at fair value are measured using the exchange rate when fair value was determmed

Foreign exchange gains and losses resulting from the settlement of transactions and from the translation at penod-

“end exchange rates of monetary assets and liabilities denominated in foreign currencies are recognised in the

income statement within administrative expenses
® Turnover

The turnover is generated from the :breedin'g and sale of research animals and services for the use in biomedical
research. Turnover represents sales net of value added tax and discounts. Turnover is recognised when the goods
have been accepted by the customer and the right to consideration has been earned or over the period which the

services are being performed Where turnover that has been recognised is found not to be recoverable due, for’

example, to a dispute with a customer these amounts are charged agamst turnover.

12




Ch'arles River U.K. Limited

"Notes to the financial statements _

for the year ended 30 December 2017
Summary of sngmﬁcant accountmg policies (contmued)
® Turnover (continued)

- When non-recovery is a result of the inability of the customer to meet its obligations, these amounts are charged
to administrative expenses. : '

(h) Interest
Interest receivable is recognised on an accruals basis.
(i) _Employee benefits

The Company provides a range of beneﬁts to employees mcludmg paid hohday arrangement and defined
contnbunon pension plans.

i) Short-term benefits

Short term benefits, including holiday pay and other sumlar non-monetary benefits, are recogmsed as an expense
in the penod in which the service is received.

ii) Defined contribution pension plan

The Company operates a defined contribution pension scheme (see note 22). A defined contribution plan is a
pension plan under which the Company pays fixed contributions into a separate entity. Once the contributions
have been paid the Company has no further obligations. Contributions-payable to the pension scheme are charged
against profits for the year. Amounts not paid are shown in accruals in the balance sheet. The assets of the plan
are held separately from the Company in independently administered funds.

iii) Share based payments

The Company has adopted in these ﬁnancnal statements, the provisions of FRS 102 — “Share Based Payments”
and recognised the cost of certain share awards and schemes in accordance with the standard.

As detailed in note 8 to these financial statements; cenam of the Company s employees are awarded shares or
share options in the Company’s ultimate parent undertaking (see note 27). Where it is necessary to estimate the

fair value an option or share awarded, the Black Scholes method of valuation has been used based on the -

assumptions outlined in the notes to the financial statements. An annual assessment is'made for those options
which are not expected to be exercised and adjustments made accordmgly The fair value of the award at the date
of grant is charged to the income statement over the vesting period. '

A recharge is made by the ultimate parent undertakmg to the Company to reflect amounts due under these awards.
Where any amount recharged to the Company exceeds the fair value for awards falling ‘within the scope of this

standard, the difference is treated as a distribution of profits. Where any amount recharged to the Company is.

less than the fair value calculated for awards falling within the scope of the standard, the difference is treated as a
capital contribution and is disclosed within other reserves.

(i) Taxation

Taxation expense for the period comprises current and deferred tax recognised in the reporting period. Tax is
recognised in the income statement, except to the extent that it relates to items recognised directly in equity. In
thxs case tax is also recogmsed directly in equity respectively.

Current or deferred taxation assets and liabilities are not dxscounted
i) Current tax

Current tax is the amount of income tax payable in respect of the taxable profit for the yea: or prior years. Tax is
calculated on the basis of tax rates and laws that have beéen enacted or relevant to the period end.

13
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Charles River U.K. Limited

Notes to the financial statements
for the year ‘ended 30 December 2017

Summary of significant accounting policies (continued)

(j) Taxation (continued) ' -

u) Dejérred tax . _

Deferred tax arises from timing differences that are differences between taxable profits and total income as stated

in the financial statements. These timing differences aris¢ from the inclusion of income and expenses in tax
- assessments in periods different from those in which they are recognised in financial statements. '

Deferred tax is recognised on all umlng differences at the reporting date. Unrelieved tax losses and other deferred .
tax assets are only recognised when it is probable that they will be recovered against the reversal of deferred tax

liabilities or other future taxable profits. Deferred tax is measured using tax rates and laws that have been enacted -

or substantively enacted by the period end and that are expected to apply to the reversal of the timing difference.
(k) Tangible fixed assets and depreciation ' ‘

* Tangible fixed assets are stated at historic purchase cost less accumulated depreciation and, where applicable,
provision for impairment. Cost includes the original purchase price of the asset and the costs attributable to
bringing the asset to its working condition for its intended use. Assets under construction are not depreciated until
they are ready for use, when they are transferred to the relevant asset class and depreciated over their useful
economic lives. Land is valued at cost and is not depreciated. :

Deprecratxon is provided at rates calculated to write off the cost less estimated residual value of ﬁxed assets on a
straight line basis over their estimated useful lives as follows: .

. Freehold land and buildings 10 - 30 years
Motor vehicles : _ 2 -5 years
Plant and machinery 4 — 15 years

" Repairs, maintenance and minor inspection costs are expensed as incurred.

Tangible assets are derecognised on disposal or when no future economic benefits are expected. On disposal, the
dlfference between the net disposal proceeds and the carrymg amount is recognised in the i income statement.

(1) Leased assets

At inception the Company assesses agreemenis that transfer the right to use assets. The assessmem'considers '
whether the arrangement is, or contains, a lease based on the substance’ of the arrangement. .

i) ~ Finance lease assets

‘Where the Company enters into a lease which entails takmg substantxally all the risks and rewards of ownership
.of an asset, the lease is treated as a ﬁnance lwse '

- Finance leases are capitaliséd at commencement of the lease as assets at- the fair value of the leased asset or, if
lower, the present value of the minimum lease payments calculated using the’ interest. rate implicit in the lease. .
Where the implicit rate cannot be determined the Company’s incremental borrowing rate is used. Incremental
direct costs, incurred in negotiating and arranging the lease, are included in the cost of the asset.

Assets are depreciated over the shorter of the lease term and the estimated useful life of the asset. Assets are
assessed for impairment at each reporting date.

The capital element of lease obligations is recorded as a liability on inception of the arrangement Lease payments
+ are apportioned between capital repayment and finance charge, using the effective interest rate method, to produce
a constant rate of charge on the balarnce of the capital repayments outstanding.
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Charles River UK. Limited

Notes to the financial statements
for the year ended 30 December 2017

Summary of significant accounting policies (continued)
(1) Leased assets (continued)

ii) Operating leased assets

' Leases that do not transfer all the risks and rewards of ownership are classified as operating leases. Payments

under operating leases are charged to the income statement on a stmlght-lme basis over the penod of the lease

’ zu) Lease incentives

Incentives received to enter into a finance lease reduce the fair value of the asset and are mcluded in the calculation
of present value of minimum lease payments.

The Company has taken advantage of the exemption under paragraph 35.10 (p) of FRS 102 in respect of lease
incentives on leases in existence on the date of transition to FRS 102 (28 December 2014) and continues to credit

" such lease incentives to the income statement over the period to the first rev1ew date on whlch the rent is adjusted

to market rates.

. (m)Impairment of non-financial assets

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

The recoverable amount of the asset is the hlgher of the fair value less costs to sell and value in use. Value in use -

is defined as the present value of the future pre-tax and interest cash flows obtainable as a result of the asset’s

‘continued use. The pre-tax and interest cash flows are discounted using a pre-tax discount rate that represents the

current market risk-free rate and the risks mherent in the asset.

If the recoverable amount of the asset is estimated to be lower than the carrying amount, the carrymg amount is
reduced to its recoverable amount. An impairment loss is recognised in the income statement, unless the asset has
been revalued when the amount is recognised in the other comprehensive income to the extent of any prevxously
recognised revaluation. Thereafter any excess is recognised in the income statement.

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

(n)- Investments in subsidiaries

Investment in subsidiaries held as fixed assets are accounted for at cost less a provision for any impairment in
value. Cost is adjusted to reflect changes in consideration arising from contingent consideration amendments.
Cost also includes directly attributable costs of investments. If the directors consider that fair value of investments
in subsidiaries is below their carrying value then a provision for impairment would be made.

(o) Stocks

Non-animal stocks are stated at the lower of cost and esumated selling pnce less costs to complete and sell Cost
comprises materials, direct labour and an appropriate proportion of overheads.

Animal stocks are valued at the lower of cost and estimated selling price less costs to complete and sell by applying
an adjustment, relative to the type and age of stocks, to reflect any early deaths or future culling requirements.

(p) Provisions and contingencies
i)  Provisions

Prowsmns are recognised when the Company has a present legal or constructive obligation as a result of past
events; it is probable that an outflow of resources will be required to settle the obligation; and the amount of the
obligation can be estimated rehably :
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_Charles River UK. Limited

Notes to the financial statements
for the year ended 30 December 2017

3.  Suminary of significant accounting policies (continued)

- (o) Provision and conﬂngencles (continued)

Where there are a number of similar obligations, the likelihood that an outflow will be requued in settlement is
determined by considering the class of obligations as a whole: A provision is recognised even if the likelihood of
an outflow with respect to any-one item included in the same class of obligations may be small.

ii) Contingencies

Contingent liabilities, arising as a result of past events, are not recognised when (i) it is not probable that there
will be an outflow of resources or that thie amount cannot be reliably measured at the reporting date or (ii) when
the existence will be confirmed by the occurrence or non-occurrence of uncertain future events not wholly within
the Company’s control. Contingent liabilities are disclosed in the financial statements unless the probability of an
outflow of resources is remote.

Contingent assets are not recognised. Contingent assets are disclosed in the ﬁnancnal statements when an mﬂow
of economic benefits is probable. »

(q) Financial instruments _
The Company has chosen to adopt the Sections 11 and 12 of FRS 102 in respect of financial instruments.

7 _Financial assets

" Basic financial assets, mcludmg trade and other debtors and cash and bank balances, are initially recogmsed at

transaction price, unless the arrangement constitutes a financing transaction, where thie transaction is measured at
the present value of the ﬁlture receipts discounted at a market rate of i interest. ‘

Such assets are subsequently carried at amortised cost using the effective interest method.

Atthe end of each reporting period financial assets measured at amortised cost are assessed for objective evidence
of impairment. If an asset is impaired the impairment loss is the difference between the carrying amount and the
present value of the estimated cash flows dlscounted at the asset’s original effective interest rate. The impairment
loss is recogmsed in income statement. - :

If there is decrease in the impairment loss arising from an event occurring after the impairment was récogm'sed,
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 prevnously been recognised. The mpaument reversal is
recognised in income statement.

Financial assets are derecognised when (a) the contractual rights to the cash flows from the asset expire or are
settled, or (b) substantially all the risks and rewards of the ownership of the asset are transferred to another party
or (c) control of the asset has been transferred to another party who has the practlcal ability to unilaterally sell t.he
asset to an unrelated third party without imposing addmonal restrictions.

it) Fxnancxal liabilities

Basic financial li_abilitiés, including trade and other cfeditors, bank loans and loans from fellow group

_undertakings, are initially recognised at transaction price, unless the arrangement constitutes a financing

transaction, where the debt instrument is measured at the present value of the future receipts discounted at a market
rate of interest.

Debt instruments are subsequently carried at amortised cost, using the effective interest rate method.

Other financial instruments, mcludmg denvatlves are subsequently measured at fair value, with any changes
recognised in the income statement.

Trade creditors are obligations to pay for goods or services that have been acquired in the ordinary course of ,
business from suppliers. Accounts payable are classified as current liabilities if payment is due within one year or
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Charles River U.K. Limited -

Notes to the financial statements

for the year ended 30 December 2017

3. ~ Summary of sngmﬁcant accountmg pollcles (contmued)
(o) Financial instruments (contmued)

less. If not, they are presented as non-current liabilities. Trade payables are recognised initially at transaction price
and subsequently measured at amortised cost using the effective interest method.

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

iii) Offsetting

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

(r). Cnt:cal accounting ]udgements and key source of estilmation uncertainty

The preparation of the financial statements requires managém’ent to make judgements, estimates and assumptions'
that affect the application of the accounting policies and the reported amounts, of assets and liabilities, revenue
and expenses. Actual results may differ from these estimates. :

Estimates and underlying assumpnons are continually evaluated and are based on historical experience and other

'fa'ctors' including expectations’ of future events that are reasonable under the circumstances. Revisions to -

accounting estimates are recogmsed in the period in which the estimates are revised and in any future penods
aﬁ'ected

i)  Useful economic lives of tangible ﬁxed -assets

The annual amoitisation and dépreciation charge for tangible assets is sensitive to changes in the estimated useful
economic lives and residual values of the assets. The useful economic lives and residual values are re-assessed
annually. They are amended when necessary to reflect current estimates, based on technological advancement,

future investments, economic utilisation and the physical condition of the assets. See note 13 for the carrying

amount of the tangible fixed assets and accountmg policy for the useful econozmc lives for each class of assets.
ii) Valuation of animal stocks '

Management assesses the valuation of Animal stocks on an annual basis taking account of current market prices,
foreseeable customer demand, age and health of the individual animal types.

iij) Valuation of option to purchase shares in Beijing Vital River

An ‘agreement exists under which the value payable on exercising the option to purchase the remaining 13%
shareholding is determined. In addition to this, the Put and Call options are valued at fair value to record a net
fair value of the option. In order to assess this fair value, the Company has engaged specnahst consultants to
prepare a valuation on a quanerly basns

(s) Future amendments to FRS 102

Amendments to FRS 102 were 1ssued in July 2016 as a result of changes to the EU-directives and UK Companies
Regulations. The amendments are mandatory for periods beginning on or after 1 January 2017, with early adoption
permitted for periods beginning on. 6r after 1 January 2016. Entities will have to adopt and comply with all
amendments if they elect to early adopt the Amendments to FRS 102 (issued in July 2016). None of these are
expected to have a sngmﬁcant effect on the ﬁnanclal statements of the Company.

(0 Cash and cash equwalents

Cash and cash equlvalcnts includes cash in hand, deposxts held at call w1th banks, other short term highly liquid
investments with original maturities of three months or less and bank overdraﬁs
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Charles River U.K. Limited

Notes to the financial statements

for the year ended 30 December 2017

Turnover .

Inventory recognised as an expense

Analysis of turnover by geography - 2017 12016
£'000 . £000
"United Kingdom 16,050 16,174.
. Eumpe and Rest of the World 2,306 1,911
18,356 - 18,085
Analysis of turnover by category 2017 2016
' £'000 £000
Sale of goods 13,181 12,981
Service revenue 5,175 5,104
18,356 18,085
Operating profit S
Operating profit is stated after charging/(crediting):
2017 2016
. £'000 £'000
Wages and salaries 3,281 3,588
. Social secuﬁty costs ' 3j2 441
Other pensions costs 237 262
Share based péyments; 759 212
Staff costs 4,649 4,503
Depreciation of tangible fixed assets:

- owned assets 608 605
Operating lease charges '

- other A 24 29
Foreign currency exchange loss 11 239
Services provided by the Company’s auditors:

- fees payabie for the audit 85 45
(Réverﬁal of impairment)/Impairment of trade debtors . (18) 43

1,089 1,085
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" Interest receivable and similar income

 Charles River UK. Limited

Notes to the financial statements
for the year ended 30 December 2017

Employee mformatwn .
The'average monthly number of persons (mcludmg executive Du'ectors) employed by the Company dunng the

" year was:

| . , 2017 2016
By activity . A - Number Number
Production . | B B
Distribution, sales and administration _ . : . 26 27

113 ' 109

Dnrectors remuneratlon -
The remuneraion of the Directors in the current year and the prior year are paid by the ultimate Jparent company

* which makes no recharge to the Company. The Directors are also Directors of the ultimate parent company and a

number of fellow subsidiaries and it is not possible to make an accurate apportionment of their emoluments in
respect of each of the subsidiaries. Accordingly, no remuneration in respect of these Directors are attributed to
this company. Their total remuneration are included in the aggregate of Directors’ remuneration disclosed i in the
annual report and financial statements of the ultimate parent company.

The Directors participate in share option and long term incentive ‘schemes operated by the ultimate parent '
undertaking. The above amounts do not include any gains made on the exercise of share options or the value of
any shares or share options received under the long term incentive scheme. One Director exercised share options
during the year (2016: one). One Director has shares that were received or recewable under long term mcenuve ‘ '
schemes during the year (2016: one).

Share based payments and share options
The ultimate parent company has eslabhshed a number of approved and unapproved share option plans and
arrangements. .

2000 Incentive Plan — The 2000 Incentive Plan, effective 23 June 2000, provides for the grant of share options to
employees of the group. Options granted under the 2000 plan vest annually in equal instalments as long as the
employee continues to be employed by the group. The options are equity settled and the exercise price is the
share price ruling at the date of grant. A restricted section of the Incentive Plan provides for the share price at
exercise to benil.. ’ ’

The fair value of the shares is charged to the income statement over the period from ihe beginning of the financial
_year from which qualifying service commences to the date at which the compensation is expected to vest with the

* employees. The number of shares authorised for grant under the schemes was equal to the actual number of shares

gmnted inall years presented.

2017 2016

-£°000 £000

Interest receivable on loans to group undertakings - ' - . 95
‘ . 95
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Charles River UK. Limited .

" Notes to the ﬁnancial statelhents
- for the year ended 30 December 2017

. Interest payable and similar charges

12017 2016

| | . . £000  £000
Interest payable on loans held with group undertakings . (238)
' - (@3
Tax on profit on ordinary activities
(a) Analysis of charge in the year
- 2017 2016
_£°000 ~_£000
Current tax:.
UK corporation tax on profits for the year - N
Totsl current tax (Note 11b) - -
Deferred tax: .
Current year (65) (83) -
Adjustment in respect of previous periods 65 (48)
Effect of change in rate ' ' ' 31
Total deferred tax (162)
- Tax on profit 7 . (162)

‘(b) Factors affecting‘ tax charge for the year

The tax charge assessed for the year is higher than (2016: lower. than) the standard rate of corporatxon tax in the

" United Kingdom of 19.25% (2016 20.00%).

2017 2016

£000 . £000

Profit on ordinary activities before tax 3,313 4,150
Profit on ordinary activities multiplied by the standard rate of '
corporation tax in the UK: 19.25% (2016: 20.00%) 638 830
Effects of o |

- Expenses not deductible 6 .' 7

- Income not taxable - (220)

- Effects of group relief received - (709) A (700)

- Adjustments from previousl periods 65 . (48)

- Tax rate changes ‘ 7 ‘ (31
Total tax charge for year - E (162)

The standard rate of corporation tax in ﬁe UK changed from 20% to 19% with effect from I-April -2017.
Accordingly the Company’s profits for this financial year are taxed at an effective rate of 19.25%.
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Charles River U.K. Limited

" Notes to the financial statements
for the year ended 30 December 2017

Tax on profit on ordinary activities (continued)

Factors affecting future tax charges

The Finance Act 2013, which provided for a reduction in the main rate of corporation tax to 21% effective ﬁom-
1 April 2014 and a further reduction to 20% effective from 1 April 2015, was enacted during 2013. “The Finance

" (N0.2) Act 2015, which provided for a reduction in the main rate of corporation tax to 19% effective from 1- _
. April 2017 and further reduction to 18% from 1 April 20120, was enacted during 2015. The Finance Act 2016,

which reduced the main rate of corporation tax to 17% from 1 April 2020 (replacing the 1‘8% reduction) was .

enacted during 2016. .

The deferred tax asset and liability are measixred.ag the tax rates that are expected to appl); to the period when
the asset is realised or the liability is settled, based on tax rates (and the tax laws) that have been enacted or
substantively enacted by the balance sheet date. The deferred tax has therefore been calculated at 17%.

" Dividends )
2017 - :2016
£000 £000
Equity — ordinary ’
Dividends of £20.20 (2016: £3.37) per share were paid during the :
year. ~ 1,800 300
Tangible asséts o
' Freehold
land and Motor Plant and
" buildings vehicles machinery Total
£°000 £°000 - £°000 £000
Cost
At 31 December 2016 . 3,237 12 7,603 . 10,852
Additions 100 - 295 395
At 30 December 2017 3337 12 7,898 . 11,247
Accumulated depreciation
At 31 December 2016 2,520 12 - 4,822 7354 .
Charge for the year _ : ' 98. - 510 608
At 30 December 2017. 2,618 12 5332 1,962
Net book amount ‘ ‘ '
At 30 Deceimber 2017. _ 719 - 2,566 . 3,285
At 31 December 2016 717 -

2781 3,498
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Notes to the financial statéménts
for the year ended 30 December 2017

Investments in subsidiaries

2017 . 2016 -
, | o ' £000 £000
Opening balance . . 26,596 21,375
Additions in the year T _— : ‘ - 5,221
(Decreaég)/lﬁcrease in fair Qalue_ of option. L ‘ . (890) S
At 30 December 2017 ‘ _ 26006 - . 26596

In 2013 the Company acquired a 75% stake in Beijing Vital River Animal Technology Co. Ltd. for $26.8m
(£16,685,000). A further 12% stake was acquired in 2017 for $10.8m (£8,159,000) bringing the total investment
to 87%. These amounts were translated at the exchange rates at the dates of purchase. The remaining 13% may

be purchased at a future date if various options are exercised, at the date of acqulsmon these options. were valued”
at £1,752,000. A contingent liability has been recognised in relation to this (see note 24). At the balance sheet -

date, these options were valued at £1,163,000 (2016: £1,752,000).

The subsidiary undertakings of the Company at 30 December 2017 are:

Country of N '
incorporation .
and principal _— Principal activities Description of . ,
Name of company operations " Registered address during the year shares held %
Beijing Vital River People’s Republic 1184 Lin, Baishan Breeding and sales RMB 1 ordinary 87
Animal Technology .  of China Village, Changping  of laboratory shares
Co. Ld ' , District, Beijing, . animals and )
102211, China. technical consultmg
services
Stocks
2017 © 2016
' £000 £000
Raw materials and consumable - A o 384 C 379
Livestock - -' ’ ' C 1307 1229
‘ 1,691 1,608

The amount of stock recognised as an expense durixig the year was'£l,089,000 (2016: £1,085,000).

. There is no material difference between the éanying amount of stock and replacement cost.
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Charles River U.K. Limited

Notes to the financial statemenis-
for the year ended 30 December 2017

Debtors

2007 . 2016

£000 . £'000

Trade debtors ' ' : : : 2,642 2,714
Amounts owed by group undertakings ' : ' 18 511

) Prepayments and accrued income A o 103 ' __1o
2,820° 13,235

+ Creditors: amounts falling due within one year

Amounts'owed by group undertakings are trading balances. Thes amounts are unéecur'ed, interest free and
repayable on demand. - ‘

Trade débtors are stated after provisions for impairment of £78,000 (2016: £96,000).

\ 2017 2016

_ £:000 £2000

Trade creditors : : ©-360 508
Amounts owed to group undertakings ' e 977 746
Taxation and social security : - : . 527 ' 440
Othe} creditors | E . } 19 ‘ 19
Accruals and deferred income ' o 897 978
2,780 2,691

Amounts owed to grdup undertakings are unsecured, do not bear interest, and have no fixed date of repayment.

Creditors: amounts falling due after more than one year

2017 2016

_£2000 - £000

Derivative financial instruments (see nbte 24) ' ) - 1,163 1,752
‘ 1,163 1,752

23



.19,

20.

21.

22.

23.

Charles Rive:j U.K. Limited

" Notes to the financial statements ‘
. for the year ended 30 December 2017

Provisions vfor‘ liabilities .
’ 2017 2016
£°000 £000
Liability at start of year o 179 341
~ Adjustment in respect of prior years C ' 65 ' 47
Deferred tax charge to the income statement for the year ' (58) ' (115)
Liability at end of )"ear v " 186 ' 179
Called-up share capital .
. ' 2017 2016 -
» £°000 £'000
Authorised _ ' |
89,105 ordinary shares of £1 each (2016: 89,105) -~ . go- 89
Issued and fully paid '
89,105 ordinary shares of £1 each (2016: 89,105) . g9 g9

There is a single class of ordinary shares. There are no restnctwns on the distribution of dividends and the
repayment of capital.

Financial commitments .
At the balance sheet date, the Company had future minimium lease payments under non-cancellable operatmg
leases expmng as follows:

2017 2016

Payments due: ' £000 £°000
Not later than one year : - : . 8 19
Later than one year and not later than five years ) ‘ 8 : 11
Later than five years A - . S . .

| 16 .30

At the balance sheet dﬁte, the Company had no commitments relating to land and buildixigs (2016: mil). -

Pension scheme

" The Company operates a defined contribuuon pension scheme to which contributions are made based on an agreed

proportion of scheme members’ total earnings. The pension’ cpst charge for the year was £237,000 (2016:
£262,000). At 30 December 2017, contributions totalling £27,898 (2016: £27,898) were outstanding.

Capital commitments and guarantees
At 30 December 2017, the Company had no outstanding capnal commitments (2016: ml)
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Charles River U.K. Limited

Notes to the financial statements ,
for the year ended 30 December 2017

Contingent assets and liabilities

On 7 July 2017, the Company entered into-an agreement that gave rise to a future commxtment to purchase the
remaining 13% holding in Beijing Vital River at the call of the founding party within a 3 year period from the
date of acquisition, at a premium above the fair value of the assets being acquired at the date the call is exercxsed

This therefore represents an outflow of funds greater than the assets being acquired.

The director’s best estimate of the expenditure required to settle this commxtment at the date of acquisition was
£11,517,000 which included a premium of £1,753,000. The fair value of this premmm, amounting to £1,163,000
(2016: £1,752,000) has been recognised as a liability in these financial statements (see note 18).

Post balance sheet events _ )

On 11* January 2018 the’Company obtained a revolving credit facility of £13,000,000 which was utilised: to
provide a loan of £15,500,000 to another group company, Charles River Discovery Research Services UK
Limited. This intercompany loan is due and payable within 5 years from the date of drawdown, and bears interest

- at the variable rate charged on the external revoling credit facility plus 0.25%.

Related party transactions
The Company has taken advantage of t.he exemption available under paragraph 33.1A of FRS 102 from disclosing
transactions.with 100% owned subsidiary undertakings. There are no other transactions which require disclosure.

Immediate and ultimate parent company

The immediate holding company is Charles River Laboratories Holdmgs Limited, a company mcorporated in the
United ngdom Copies of the immediate .parent company’s annual report and financial statements can be
obtained from The Company Secretary, Charles River Laboratories Holdings Lnrnted Manston Road, Margate,
Kent, CT9 4LT. : '

The ultimate parent company is Charles River Laboratories International Inc. a company incorporated in the
United States of America. Charles River Laboratories International Inc. is the largest group of which the Company
is a member and the smallest group for which group annual report and financial statements are prepared. Copies .

" of the group annual report and financial statements can be obtained from Charles River Laboratories Inc. 251

Ballardvale Street, Wilmington, Massachusetts, USA.

The ultimate controlling party is considered to be Charles River Laboratories International Inc. which is listed on’
the New York Stock Exchange. ' :
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