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SGS United Kingdom Limited

Strategic Report

The directors are pleased 1o present their Strategic Report for the year ended 31 December éOlQ.

PRINCIPAL ACTIVITY

The principal activity of the company and its subsidiarics during the year under review remained lhal of indcpendent
testing, msp«.cuon verification, employment agency services, and certification services.

’

. REVIEW OF BUSINESS AND KEY PERFORMANCE INDICATORS

The statement of comprehensive income is sct out on page 9. Duc to restructuring and pricing cxercises taken in
2019, the directors expect the present level of business to be on par with 2019 in light of the current Covid-19
situation.

As shown in the statement of comprehensive income, turnover has increased to £107,729,000 (2018: £105,984,000).
Revenue growth was gained from largely subcontracted work and with this and the focus on exiting loss making and
lower margin work, gross margin incrcased to £24,504.000 in 2018 from £23,722,000 in 2018.

Average employce numbers have decreased in the year to 984 heads (2018: 1,018 heads). The balance sheet shows an
incrcase in net assets to £58,789,000 (2018: £29,673,000) due mainly £10,000,000 dividends reccived from
subsidiary companies (2018: £nil), a net increase in the pension asset of £10,483,000 (2018:£3,292,000 reduction)
and profit after tax transferred to reserves of £10,808,000 (2018: £75,000 loss).

PRINCIPAL RISKS AND UNCERTAINTIES

The company operates in a competitive trading environment. The company manages the risk by offering diversified
activitics in different industry sectors that cnable the group 10 minimise any specific industry downturn risk. There is
continucd focus on the company’s product offering and its relationship with its customers.

The Dircctors and the SGS Group have been closely monitoring development and underlying uncertaintics
surrounding the Covid-19 outbreak, proactive measures have been put in place to allow continuation as much of our
busincss as normal.

A rcasonable proportion of the company’s sales are made in US dollars and Euros and it is therefore exposed to
movements in exchange rates. While there are some purchases in Euros and US Dollars to offset this risk, the
company also manages this risk by the maintenance of foreign currcnr.y bank accounts and the use of forward foreign
exchange contracts.

Company risks arc discussed in the. Annual Report of the ultimate parent, SGS SA, which does not form part of this
rcpon

The company has prepared the financial statements on a going concern basis, furthcr details of which are given in the
Directors’ Report and at note | to the financial statements.

Approved by the Board of Dircctors and signed on behalf of the Board:

M

M.Boyd
Dircctor

30 April 2020



SGS United Kingdom Limited

DIRECTORS’ REPORT

The directors present their annual report on the affairs of the company, together wnh the_fi nancnal slalcmcms and
auditor’s report, for the ycar ended 31 December 2019.

Section 172(1) statement

The Directors arc well aware of their duty under s.172 of the Companies Act 2000 to act in the way which they
consider, in good faith, would be most likely 10 promote the success of the Company for the benefit of its members as
a whole and, in doing so, to have regard (amongst other matters) 10:

< the likely consequences of any decision in the long term

~ . the interests of the company's employees: ' )

- the need 1o foster the company's business relationships with suppliers, customers and others:

~  the impact of the company’s operations on the community and the environment;

- the desirability of the company maintaining a repwtation for high standards of business conduct:
- the need to act fairly as benween mensbers of the company; -

The board belicve all the factors above to be relevant and of importance, and to cement the SGS groups position as
world leaders in the Testing, Inspection and Certification industry they will be vital to allow SGS to continue to
sustainably create Jong-term value for our customers, sharcholders and socicty.

induction materials arc provided on appointment, which include a bricfing of Dircctors’ dutics. The Board is also
regularly reminded of the s.172(1) matters.

The following paragraphs summarisc our underlying Business Principles and how the Dircctors fulfil their dutics.

Busincss Principles: : ,

Integrity ~ Making sure we build trust. We act with integrity and behave responsibly. We abide by the rules, laws and
regulations of the countrics we operate in. We speak up: we are confident enough to raisc concerns and smart enough
10 considcr any that arc brought to us.

Health and Safety - Making sure we cstablish safe and healthy workplaces. We fully protect all SGS cmployces,
contractors, visitors, stakcholders, physical asscts and the environment from any work-related incident, exposure and
any Kind of damage.

Lcadership — Making sure we work: together and think ahead. We are passionate entreprencurial people with a
relentless desire to learn and innovate. We work in an open culture where smart work is recognized arid rewarded. We
foster tcamwork and commitment.

Respect ~ Making surc we treat all people fairly. We respect human rights. We all take responsibility for creating a
working cnvironment that is grounded in dignity, equal opportunities and mutual respect. We actively engage with,
Jisten and react w ith our cmployees. We promote diversity in our workforce and do not tolerate discrimination of any
kind.

Sustainability = Making sure we add long-lcrm value to socicty. We use our scale and expertise to cnable a more
sustainable future. We ensure that we minimize our 1mpact on the environment throughout the value chnm We are
reputable professionals and invest in the communities in which we operate.

Quality and Professionalism - Making sure we act and communicate responsibly. We embody the SGS brand and its
independence in our everyday behaviour and attitude. We are customer-focused and committed to excellence. We -
strive to continually improve quality and promote transparency. We respect customer confi dcnuahty and individual
privacy.

During 2019 the Directors have fulfilled their duties in:

Employee Interests: We encouraged training. The average training hours per Full Time Employec increased to 51.01
(2018:43.15). We continue to focus on performance management in order to develop and engage employces. We
invest in understanding our employees® experience working with SGS by inviting all employees to complete an
employee engagement survey which provndcs the employees an opportunity to voice their opinions and provide
feedback to management.



* SGS United Kingdom Limited

DIRECTORS’ REPORT (continued)

Community and Environment: Allowing all employces to a full day’s paid leave to contribute to a local community
help program. Encrgy saving opportunity scheme (ESOS) audits were sclected on propertics to hlghhghl where most
carbon ¢(ficiency savings could be made. Continuation of focus to further reduce the average car ficet, targeting and
achieving below an average 105 Co2, with a cap of 110 Co2 on all new vehicles and where feasible offering of Plug
In hybrid and clectric vehiclcs. ' ‘

Customers and Supplicrs: We continuc to offer our suppliers financial strength by adding stability to their busmcsscs
and bringing indircct benefits to socicty. We also place a strong focus on working with these suppliers to ensure high
standards of quality, intcgrity and sustainability. We invest in building partnerships to drive innovation. We continue
to provide our customers with leading services, which helps in making their businesses more cfficicnt, profitable and
sustainable. This value is passed onto society in the form of job security for employces, higher quality products and
betier environmental management, ‘

Futurec developments
- There are no future developments and cvents that have occurred after the balance sheet date.

The Directors and the SGS Group have been closely monitoring development and underlying uncertainties
surrounding the Covid-19 outbreak, proactive measures have been put in place to allow continuation as much of our

" business as normal. The directors and business-are prepared for a decrease in performance over the first semester of
2020 but anticipate the level of performance to continue in in line with 2019 by the close of 2020.

Gaing concern ’ s

The dircctors have a reasonable expectation that the company has adcquau, resources to continue in operational
existence for the foresecable future. Thus, they continuc to adopl the going concern basis in prcpnrmg the annual
financial statements. .

The directors have also considered any impacts on the UK’s exit from the EU and concluded due to the large client mix
and the varying service pontfolio, the directors have no concerns of any significant impact on the future of the business.

As disclosed below, the Company is currently impacted by the economic uncertaintics arising from the coronavirus
outbreak (COVID-19). We have considered the Company’s current financial position and, in light of post year end
uncertaintics arising from the COVID-19 pandemic, have reassessed the reasonableness of the trading and cash flow
forccasts for the 12-months following the date of approval of these financial statements. Having considered the
circumstances we are satisfied that the Company has sufTicient liquidity and options within its control to mitigate any
reduction or delay in revenues. ‘Also while the forecasts do not indicate that additional financial support will be
required, the parent cntity of the SGS Group, SGS SA, has also undertaken to provide support if it is
nccessary.  Accordingly the financial statements continue to be prepared on a going concern basis.

Post balance sheet events

On January 30, 2020, the World Health Organization (WHO) declared an international health emergency due to the
outbreak of coronavirus. Since March 11, 2020 the WHO has characterized the spread of the coronavirus as a pandemic.
The continuing spread of the coronavirus and the impact on the business development of the SGS Group, including the
Company, is being continually monitored. Based on current developments, the SGS Group expects that the increasing
spread of the coronavirus and the necessary containment measures will have a negative impact on our TIC services in
most sales markets. To assess the negative economic consequences and the measures that the SGS Group needs to take,
a detailed contingency plan has thus been compiled to cover all global businesses. The actions to protect the health of
SGS employces and the related cost-cutting measures to protect profitability and ensure sufficient liquidity level have
been initiated without delay.
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Director’s Report (continued)

Management considers the spread of the coronavirus, the resulting actions by govermments globally to contain the
spread, and the resulting direct impact on SGS to constitute a non-adjusting subscquent cvent. In addition, they are
working with SGS group management in conducting regular global assessments and regularly updating the assumptions
for the financial ycar 2020 forecasts and determining the appropriate measurcs and actions to be implemented in cach
affiliate including the Company.

Following.an analysis of differcnt possible scenarios, SGS group manngc.menl and the SGS SA Board of Directors
concluded that sufficient reserves are available in respect of the liquidity and also the equity base of the SGS group to
guarantee continuity of the group.for a period of not less than 12 months from signing these financial statements.

Financial risk management objectives and policies

The company’s activities expose it to a number of financial risks including credit risk, cash flow risk and liquidity risk.
The use of financial derivatives is governed by the company’s policies approved by the board of directors, which
provide written principles on the usc of financial derivatives to manage these risks. The company does not use derivative
financial instruments for Spcculauvc purposes.

Cash flow risk

The company’s activities cxposc it primarily to the financial risks of changes in foreign currency exchange rates and
interest rates. The company uses foreign c\changc forward contracts and interest rate swap contracts to hedge these
cxposures.

Interest bearing assets and liabilities are held at fixed rate 1o ensure certainty of cash flows.

Credit risk

The company’s principal financial assets are bank balances and cash, trade and other receivables, and investments.

The company’s credit risk is primarily attributabie to its trade reccivables. Thc amounts presented in the balance sheet
arc net of allowances for doubtful receivables. An allowance for impairment is made where there is an identified loss
cvent which, based on previous experience, is evidence of a reduction in the recoverability of 1hc cash flows.

The credit risk on liquid funds and derivative financial instruments-is limited bccausc the counlcrpamcs are banks with
high credit-ratings assigned by international credit-rating agencies. .

The company has no significant conccntmllon of credit risk, with prosurc spread over a Iargc numbcr of counterparties
and customers. . . )

Liquidity risk

The company have sufficient cash reserves.

Further details regarding liquidity risk can be found in the accounting policics in the financial statements.
Dividends

The directors do not reccommend the payment of a dividend (2018: not recommended).

Directors

The directors, who served throughout the year and thereafier, unless otherwise stated were as follows:

J McGurk
C J GrifTiths (Resigned 8‘b February 2019)
M Boyd (Appointed §* April 2019)

Disabled employces

. Applications for employment by disabled persons arc always fully considered, bearing in mind the abilities of the
applicant concerned. In the event of members of staff becoming disabled every ¢ffort is made to ensure that their
- employment with the company continues and that appropriate training is arranged. 1t is the policy of the company that



SGS United Kingdom Limited
Director’s Report (continued)

the training, carcer development and promeotion of disabled persons should as far as possible, bc identical to that of
. other ecmployces, .

Directors’ indemnities

The Company has made quallfymg third party. indemnity provisions for the bcncﬁt of its dircctors which were made
during the ycar and remain in force at the date of this report.

Employee consultation

The company places considerable value on the involvement of its employces and has continued to kéep them informed
on mattcrs affecting them as employees and on the various factors affecting the performance of the company. This is
achieved through formal and informal meetings and the company web portal. Employce representatives are consulted
regularly on a wide range of matters affecting their current and future interests.

‘Auditor _
Each of the persons who is a director at the date ol approval of this report confirms that:
o so far as the director is aware, there is no relevant audit information of which the corpany's auditor is unaware; and

e the dirccior has taken all the steps that he ought to have taken as a director in order to make himsell aware of any
relevant audit information and to establish that the company's auditor is aware of that information..

This confirmation is givi.jn and should be interpreted in accordance with the provisions of s418 of the Companies Act
3006. '

A resolution to reappoint Deloitte LLP will be proposed at the forthcoming Annual General Mecting.

"Approved by the Board and signed on its behalf by:

M2, A

M. Boyd
Dircctor

30 April 2020

Rossmore Business Park
Ellesmere Port

South Wirral

Cheshire

CH65 3EN



SGS United Kingdom Limited
Directors’ rcsponsibilitics statement

The directors arc 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 cach financial year. Under that law the dircctors
have clected to prepare the financial statements in accordance with United Kingdom Generally Accepted Accounting
Practice (United Kingdom Accounting Standards and applicable law) including FRS 102 “The Financial Reporting
Standard applicable in the UK and Republic of Ircland”.

Under company law the directors must not approve the financial statements uniess they are satisfied that they give a
true and fair view of the state of affairs of the company and of the profit or loss of the company for that period.

In prcpnnng these financial statements, the directors are required to:
e sclect suitable accounting policics and then apply them consistently;
‘s make judgcmcnts and accounting cstimates that are reasonable and prudent;

e statc whether applicable UK Accounting Standards have been followed, subject to any material departures
disclosed and explained in the financial statements; and

. prepare the financial statements on the going concern basis unlcss it is inappropriate to presume that the company
will continue in busincss. .

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain the
company’s transactions and disclosc with' reasonable accuracy at any time the financial position of the company and
cnable them to cnsure that the financial statements comply with the Companies Act 2006. They are also responsible
for safcguarding the assets of the company and hence for taking reasonablc steps for the prevention and detection of
fraud and other irregularities.



SGS United Kingdom Limited

INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF
SGS UNITED KINGDOM LIMITED

Report on the audit of the financial statements
Opinion
In our opinion the financial statements of SGS United Kingdom Limited (the ‘company’):

e givea truc and fair view of the state of the company’s affairs as at 31 December 2019 and of its profit for the
. ycar then ended;

» have been properly prepared in accordancc with United kmgdom Generally Accepted Accoummg Practice
including Financial Reporting Standard 102 “The Financial Reporting Standard applicabic in the UK and
Republic of Ireland”; and .

e have been prepared in accordance with the rcqulrcmcms of the Companics Act 2006. !

We have audited the financial statements which comprise:

the statement of comprehensive income;

the balance sheet;

the statement of changes in equity; and
e 'therelated notes 1 10 26.

‘The financial reporting framework that has been applicd in their preparation is applicable law and United Kingdom
Accounting Standards, including Financial Reporting Standard 102 “The Financial Reporting Standard applicable in
the UK and Republic of Ireland™ (United Kingdom Gencrally Accepted Accounting Practice).

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (ISAs (UK)) and applicable
law. Our responsibilitics under those standards are further described in the auditor's. responsibilitics for the audit of
the financial statements scction of our report. -

We arc independent of the company in accordance with the ethical requirements that are reievant to our audit of the
financial statements in the UK, including the Financial Reporting Council’s (the ‘FRC’s") Ethical Standard, and we
have fulfilled our other cthical responsibilities in accordance with these rcqunrcmcnls We believe that the audll
cvidence we have obtained is sufficicnt and appropriate 10 provndc a basis for our opinion.

Conclusions relating to going concern
We arc required by ISAs (UK) 1o report in respect of the following matters where:

« the dircctors’ usc of the going concern basis of accounting in preparation of the financial statements ls not
appropriate; or

* the dircctors have not disclosed in the financial statcments any identificd material uncertaintics 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
forissue.

We have nothing to report in respect of these matters.
Other information

The directors arc responsible for the other information. The other information comprises the information included in
the annual report, other than the financial statements and our auditor’s report thereon. Our opinion on the financial
statements does not cover the other information and, except to the extent otherwise explicitly stated in our report, we
do not express any form of assurance conclusion thereon.



SGS United Kingdom Limited

INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF
SGS UNITED KINGDOM LIMITED (CONTINUED)

Other information (contmued) . . N

In connection with our audtl of the financial slalcmcnls our responsibility is to read the other information and, in
doing so, consider whether the other information is materially inconsistent with the (inancial statements or our
knowlcdge obtained in the audit or otherwise appears to be materially misstated. If we identify such material
inconsistencies or apparcnt material misstatements, we are required to determine whether there is a material
misstatement in 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 ether information, we are required to report:
that fact.

We have nothing to report in respect of these matters.
Responsibilities of directors

As explained more fully in the directors’ responsibilities statement, the directors are responsible for the preparation of
the financial statements and for being satisficd that they give a true and fair view, and for such internal contro! as the
dircctors determing is necessary to enable the preparation of financial statements that are frcc from material
misstatement, whether duc to fraud or crror.

In preparing the financial statements, the directors are responsible for assessing the company’s ability to continuc as a
going concem, disclosing, as applicable, matters related to going concern and using the going concern basis of
-accounting unless the directors cither intend 1o liquidate the, company or to cease operations, or have no realistic
alternative but to do so.

Auditor’s responsibilitics for the audit of the financial statements

Our objcctives are to obtain reasonable assurance about whether the financial statements as a whole are free from
matcrial misstatement, whether due to fraud or error, and to issue an auditor's report that includes our opinion.
Reasonablc assurance is a high level of assurance, but is not a guaranice 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
cconomic decisions of users taken on the basis of these financial statements. '

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

Report on other legal and regulatory requirements
Opinions on other matters prescribed by the Companies Act 2006

In our opinion, bascd on the work undcrmkcn in the course of the audit:

e the information given in the stralcglc report and the directors’ report for the financial ycar for \\’thh lhc
" financial stalements arc prepared is consisient with the financial statements; and
» the stratcgic report and the directors’ report have been prepared in accordance with applicable [cgal
requirements.

In the light of the knowledge and understanding of the company -and its environment obtained in the course of the
audit, we have not identified any material misstatements in the strategic report or directors’ report,
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INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF
SGS UNITED KINGDOM LIMITED (CONTINUED)

" Matters on which weare required to report by exception
Under the Companices Act 2006 we are required 1o report in respect of the following matters if, in our opinion:

¢ adequate accounting records have not been kept, or returns adequate for our audit have not been reccived
from branches not visited by us; or o

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

We have nothing to report in respect of these matters.
Use of our report ’

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

Douglas King (Scnior Statutory Auditor)
- for and on behalf of Deloitic LLP

Statutory Auditor

Manchester, United Kingdom

30 April- 2020 ‘

0



SGS United Kingdom Limited.

Statement ;)l‘ comprchensive income
For the year ended 31 December 2019

Note
Turnover ) - ) ' 3
Cost of salcs
Gross profit -
Administrative expenscs
Operating broﬁt
I2xceptional expenses 4 . ' 4
Profit before interest and taxation
Interest receivable and similar income . ‘ 5
Profit before taxation o ) 6
“Tax on profit - ' . . 9
Profit/(loss) for the financial year
Re-measurement of nct defined benefit asset ) a : '22
Tax relating to components of other comprehensive income , 17

Dividends reccived from subsidiary companies
Other co'mprchénsivc income/(lass)

Total comprchensive income/(loss)

All of the activities relate to continuing activitics.

2019 2018
£000 £000
107,729 105,984
(83,225) . (82,262)
24,504 23,722
(13,408)  (13,010)
11,096 10,712
- (9,933)
11,096 779
727 733
11,823 1,512
(1,015) (1,587)
10,808 (75) ;
10,010 (3,292)
(1,702) 560
10,000 .
18308 (2,732)
29,116 (2,807)
—



SGS United Kingdom Limited

Balance sheet
As at 31 December 2019

Fixed.assets
Intangiblc asscts
Tangible assets
Investments

Current assets

Stocks

Debiors

Cash at bank and in hand
Pcnsion asset

Creditors: amounts falling due within onc year
Net current asscts/liabilities
Total asscts less current linbilities
Provisions for linbilities

Net assets

Capital and reserves

Called-up share capital

Capital contribution reserve

Profit and loss account

Sharcholders’ funds

Note

11
12

13

14
15

16

2019 2018
£000 £000
5,171 6,036

13,079 13,044
40,348 27,142
58,598 46,222
517 1,056
67,216 59,831
7,504 21,276
27,004 16,521

102,241 98,684

(96.459)  (112,424)
5,782 (13,740)

64,380 32,482
(5,591) (2,809)
58,789 29,673
8,000 8,000
13,809 13,809
36,980 7,864
58,789 29,673

The financial statements of SGS United Kingdom Limited registered number 01193985 werc approved by the board -

of directors and authorised for issuc on 30 April 2020.

They were signed on its behalf by:

M. Boyd
Dircctor



SGS United Kingdom Limited

Statement of changes in equity
‘For the year ended 31 December 2019

Called-up Capital Profit
share contribution and loss .
capital reserve account Total
£000 £000 £000 £000
At 1 January 218 ) . 8,000 13,809 10,671 32,480
Loss for the financial year ’ - - (75) (75)
Re-measuremeént of net defined benefit asset - - (3.292) (3,292)
Tax relating to items of other comprehensive income - - 560 560
1
. Total comprehensive lass - - (2,807) (2,807)
_ At 31 December 2018 8,000 13,809 7,864 29,673
Profit for the (inancial year - - 10,808 10,808
Re-measurement of nict definced benefit assct (note 22) . - - 10,010 10,010
Tax relating 1o items of other comprehensive income ) - - (1,702) (1,702)
Dividends received from subsidiary companies (note 20) - - 10,000 10,000
’ ~
Toul comprehensive income "
- - 29,116 29116
At 31 December 2019 8000 13,809 36,980 58,789

13



SGS United Kingdom Limited

Notes to the financial statements
For the year ended 31 December 2019

1. Accounting policies

The principal accounting policies are summarised below. They have all been applied consistently lhroughout lhc year
and the preceding ycear.

@ General informition and bosis of accounting

SGS United Kingdom Limited is a private company limited by shares incorporated in the United Kingdom under the
Companics Act 2006 and is domiciled and registered in England and Wales, registration number 01193985, The .
registered office and principal place of business is Rossmore Business Park, Ellesmere Port, Cheshire, CH63 3EN.

SGS United Kingdom Limited meets the definition of a qualifying entity under FRS 102 and has therefore taken
-advantage of the disclosure excmptions available to it in respect of its separate financial statements. The company has
taken advantage of the exemption provided by Section 401 of the Companies Act 2006 not 10 prepare group accounts
on the grounds that SGS United Kingdom Limited is consolidated in the financial statements of its ultimate parent
company, SGS SA, a company incorporated in Switzerland. Copies of the financial statements of SGS SA are‘available
from 1 Place des Alpes, B.P. 2152, CH-1211 Geneve |, Switzerland. Exemptions have been taken in these scparate
company financial statements in relation 1o share-based payments, financial instruments, the prescntation of a cash flow
statement and remuneration of key management personnel.

The financial statements have been prepared in accordance with Financial Reporting Standard 102 and in accordance
\vuh the Companics’ Act 2006. The principal accounting policics are summarised below.

Thc financial statements have been prepared in accordance with the historical cost convention, mod:hcd to include
certain items at fair value, and are presented in sterling (£)

b, Going concern

The company’s business activities, together with the factors likely to affect its future development, performance and
position are sct out in the strategic report. The directors’ report further describes the financial position of the company;
itls cash flows, liquidity position and borrowing facilitics; the company's objectives, policics and processes for
managing its capital; its financial risk management objeclives; details of its financial instruments zmd hedging activitics;
and its exposure to credit risk and liquidity risk.

The company’s forecasts and projections, taking account of reasonably possible changes in trading performance,
provide the directors with a rcasonable cxpectation that the company has adequate resources to continue in operational
existence for the foresecable future. Thus, they continue to adopt the going concern:basis of accounting in preparing:
the annual financial statements.

Management have considered the Company*s current financial position and, in light of post year end uncertaintics |
arising from the COVID-19 pandemic, have reassessed the reasonableness of their trading and cash flow forecasts for
the 12 months following the date of approval of these financial statements. Having considered the circumstances we
arc satisficd that the Company has sufTicient liquidity and options within its control to mitigate any reduction or delay
in revenues. Also while thie forecasts do not indicate that additional financial support will be required, the parent
entity of the SGS Group, SGS SA, has also undcriaken to provide support if it is nccessary.

c Intangible assets =goodwill

Scparately acquired intangible assets are included at cost and amortised in equal annual instalments over a period of 10
years which is their estimated uscful economic life. Provision is made for any impairment.

'

Intangible assets acquired as part of a business combination are measured at fair value at the acquisition date.

d. Tangible fived assets

Tangible fixcd asscts arc stated at cost or valuation, nct of depreciation and any provision for impairment. Depreciation
is provided on all tangible fixed assets, other than frechold land, at rates caleulated to write off the cost or valuation,
less estimated residual value, of cach asset on a straight-line basis over its expected uscful life, as follows:

14



SGS United Kingdom Limited

Notes to the financial statements (continued)
For the year ended 31 December 2019

1. Accounting policies (continued) ) ' -
d.  Tangible Jfixed assets (continued)

Frechold buildings - 3%

Short term lcaschold buildings Over the lease term

Plant and machincry 10-25%

Motor vchicles , 20-33%

Furniture and cquipment o 10-33%

Residual value represents the estimated amount which would currently be obtained from disposal. of an assct, aficr
deducting estimated costs of disposal, if the asset were alrcady of the age and in the condition expected at the end of its
uscful life. :

e Financial instriuments

Financial assets and financial liabilities are recognised when the company becomes a party to the contractual prov:snons
of the instrument.

Financial liabilitics and cquity instruments are classified according to the substance of the contractual arrangements
entered into. An equity instrument is any contract lhat evidences a rcS|dua1 intercst in the assets of the company afler
deducting all of its liabilitics.

() Findncial assets and liabilities

All financial asscts and liabilities arc initially measured at transaction price (including transaction costs), excepl for
those financial assets classificd as at fair value through profit or loss, which are initially measured at fair value (which
is normally the transaction price excluding transaction costs), unless the arrangement constitutes a financing transaction.
If"an arrangement constitutes a financing transaction, the financial asset or financial tiability is measured at thc present
value of the future payments discounted at a market rate of interest for a similar debt lnslrumcnl

Financial asscts and liabilitics are only olTscl in the balance sheet when, and only when there exists a Jegally enforceable”
right to set of'the recognised amounts and the company intends cither to scttle on a net basis, or to realise the asset and
scttle the liability simultancously.

Debt instruments that comply with all of the condition of paragraph 11.9 of FRS 102 arc classified as ‘basic’. For debt
instruments that do not meet the conditions of FRS 102.11.9, the Group considers whether the debt instrument is
consistent with the principle in paragraph 11.9A of FRS 102 in order to determine whether it can be classificd as basic.
Instruments classificd as ‘basic’ financial instruments are measured subsequently at amortised cost using the cffective
interest method. Debt instruments that have.no stated interest ratc (and do not constitute financing transaction) and are
classificd as payable or receivable within onc year are initially measured at an undiscounted amount of the cash or other
consideration expected to be paid or reccived, net of impairment.

With the exception of some hedging instruments, other debt instruments not meeting conditions of being ‘basic’
financial instruments are measured at fair value through profit or loss.

Commitments to make and receive loans which meet the conditions mentioned above are measured at cost (which may
be nil) less impairment.

. Financial asscts are derecognised when and only when a) the contractual rights to the cash flows from the financial
asscl expire or are scitled, b) the company transfers to another party substantially all of the risks and rewards of
ownership of the financial asset, or ¢) the company, despite having retained some, but not all, significant risks and
rewards of ownership, has transferred control of the asset to another party.

- Financial liabilities arc derccognised only when the obligation specified in the contract is discharged, cancelled or
expires. '



SGS United Kingdom Limited

Notes to the financial statements (continued)
_For the year ended 31 December 2019

L Accounting policies (continued)
e Financial instruments (continued)

(i) Investments

Investments in non-convertible preference shares and non-puttable ordinary or preference shares (where shares are
publicly traded or their fair value is reliably measurable) are measured at fair value through profit or loss. Where fair
value cannot be measured reliably, investments are. measured at cost less impairment.

Investments in subsidiarics and associates arc measured at cost less impairment. For investments in subsidiaries
acquired for consideration including the issue of shares qualifying for merger relicf, cost is measured by reference to
the nominal value of the shares issued plus fair value of other consideration. Any premivm is ighored.

(iii)  Equity instruments

Equity instruments issued by thc company are recorded at the fair valuc of cash or othcr resources received or
receivable, net of direct issuc costs.

(iv)  Derivative financial instruments

The company uscs derivative financial instruments to reduce exposure to foreign exchange risk. The company does
not hold or issuc derivative financial instruments for speculative purposcs.

Derivatives are initially recognised at fair value at the date a derivative contract is entered into and are subsequently re-
measured to their fair value at cach reporting date. The resulting gain or loss is recognised in profit or loss immediately
unless the derivative is designated and effective as a hedging instrument, in which cvent the timing of the recognition
in profit or loss depends on the nature of the hedge relationship.

S Impairment of assets
(i) Fair value measurement

The best evidence of fair value is a quoted price for an identical asset in an active market.  When quoted prices are
unavailable, the price of a recent transaction for an identical asset provides evidence of fair value as long as there has
not been a significant change in economic circumstances or a significant lapse of time since the transaction took place.
If the market is not active and recent transactions of an identical assct on their own are not a good cstimate of fair valuc,
the fair value is estimated by using a valuation technique.

Asscts, other than those measured at fair value, arc assessed for indicators of i |mpzm1mnl at cach balance sheet date. I(
there is objective evidence of impairment, an impairment loss is recognised in profit or loss as described below.

Non-financial assets

An-assct is impaired where there is objective evidence that, as a rcsult of onc or more cvents that occurred after initial
recognition, the estimated recoverable value of the assct has been reduced. The recoverable amount of an asset is the
higher of its fair value lcss costs to sell and its value in usc.

Where indicators exist for a decrease in impairment loss, the prior impairment loss is tested to determine reversal. An
impairment loss is'reversed on an individual impaired asset to the extent that the revised recoverable value does not
lead to a revised carrying amount higher than the carrying value had no impairment been recognised.

Financial assets

For financial asscts carried at amortised cost, the amount of impairment is the difference between the asset’s carrying

amount and the present value of estimated future cash flows, discounted at the financial assct’s original cffective interest
rate.

For financial assets carried at cost 1¢ss impairment, the impairment loss is the difference between the asset’s carrying
amount and the best estimate of the amount that would be received for the asset if it were to be sold at the reporting
date.

Where indicators exist for a decrease in impairment loss, and the decrease can be related objectively to an cvent
occurring after the impairment was recognised, the prior impairment loss is tested to determine reversal. Animpairment
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Notes to the financial statements (continucd)
For the year ended 31 December 2019

1."  Accounting policies (continued)
FA Impairment of assets (continued)

loss is reversed on an individual impaired financial asset to the extent that the revised recoverable value does not lead
to a revised carrying amount higher than the carrying vatue had no impairment been recognised.

g Stocks

" Stocks are stated at the Jower of cost and estimated selling price less costs 1o scll, which is equivalent to the net realisable
value. Costincludes materials, direct labour and an attributable proportion of manufacturing overheads based on normal
levels of activity. Cost is calculated using the FIFO (first-in, first-out) method. Provision is made for obsolcte, slow-
moving or defective items where appropriate.

I Taxation

. . ’ . ) . N . U .
Current tax, including UK corporation tax and foreign tax, is provided at amounts expected to be paid (or recovered)
using the tax rates and laws that have been enacted or substantively enacted by the balance sheet date.

Deferred tax is recognised in respect of all timing difTerences that have originated but not reversed at the balance sheet
datc where transactions or events that resuft in an obligation 1o pay more tax in the future or a right to pay less tax in
the future have occurred at the balance sheet date. Timing differences are differences between the company's 1axable
profits and its results as stated in the financial statements that arise from the inclusion of gains and losses in tax
assessments in periods different from those in which they are recognised in the financial statements.

.'Unrelieved tax losses and other deferred tax assets are recognised only to the extent that, on the basis of all available
cvidence, it can be regarded as more likely than not that there will be suitable taxable profits from which the future
reversal of the underlying timing differences can be deducted. .

When the amount that can be deducted for tax for an asset that is recognised in a business combination is less (more)
than the value at which it is recognised, a deferred tax liability (asset) is recognised for the additional tax that will be

paid (avoided) in respect of that difference. Similarly, a deferred tax assct (liability) is rccogniscd for the additional tax
that will be avoided (paid) because of a difference between the value at which a liability is recognised and the amount
that will be assessed for tax. .

Deferred tax liabilities arc rccogniscd'for timing differences arising from investments in subsidiaries and associatcs,
except where the company is able to control the rcvcrsal of the umlng difference and it is probable that it will not
reverse in the foresecable future.

Deferred tax is measured using the lax rates and laws that have been enacted or substantively enacted by the balance
sheet date that are expected to apply to the reversal of the timing difference. Deferred tax rclaling to property, plant
and equipment measured using the revaluation model and investment property is mcasurcd using the 1ax rates and
allowances that apply to sale of the asset.

Wherc items recognised in other comprehensive income or equity are chargeable to or deductible for tax purposes, the
resulting current or deferred tax expense or income is presented in the same component of comprchensive income or
cquity as the transaction or other event that resulted in the 1ax.expense or income.

Current tax assets and liabilities are offset only when there is a legally enforceable right to set off the amounts and the
company intends either to scttle on a nct basis or ta realise the asset and settle the liability simultancously.

Deferred tax assets and liabilities are offset only if: a) the company has a legally enforceable right to set off current tax
assets against current tax liabilities; and b) the deferred tax assets and deferred tax liabilitics relate to income taxes
levied by the same taxation authority on cither the same taxable entity or different taxable entities which intend cither
to settle current tax liabilitics and assets on a net basis, or to realise the assets and settle the liabilitics simuttancously,
in cach future period in which significant amounts of deferred tax liabilitics or assets are expected to be setiled or
recovered.



SGS United Kingdom Limited

Notes to the financial statements (continued) '
For the year ended 31 December 2019

1. Accounting policics (continued)
i Turnover

Turnover is stated nct of VAT and tradé)discounts and is recognised when the significant risks and rewards are
considered to have been transferred to the buyer. Turnover from the sale of goods is recognised when the goods arc
physically delivered to the customer. Turnover from the supply of services represents the value of services provided
under contracts to the extent that there is a right to consideration and is recorded at the fair value of the consideration
reccived or receivable. Where a contract has only been partially completed at the balance sheet date turnover represents
the fair valuc of the service provided to date based on the stage of completion of the contract activity at the balance
sheet date. Where payments arc received from customers in advance of services provided, the amounts are recorded as
deferred income and included as part of creditor amounts falling due within one ycar.

J Employee benefits

For defined benefit schemes the amounts charged to operating profit arc the costs arising from employee scrvices .
rendered during the period and the cost of plan introductions, benefit changes, settlements and curtailments. They are

_included as part of staff costs. The net interest cost on the net defined benefit liability is charged to profit or loss and
included within finance costs. Re-measurement comprising actuarial gains and losses and the return on scheme assets
(excluding amounts included in net interest on the net defined benefit liability) are recognised immediately in other
comprehensive income. . :

Defined bencefit schemes are funded, with the assets of the scheme held separately from those of the company, in
separate trustee administered funds. Pension scheme assels are measured at fair value and liabilities are measured on
an actuarial basis using the projected unit credit method. Thc actuarial valuations arc obtained at lcast lncrmmll) and
arc updated at cach balance shect date.

For defincd contribution schemes the amount charged to the statement of comprchensive income in respect of pension
costs and other retircment benefits is the contributions payable in the ycar. Differences between contributions payable
in the year and contributions actually paid are shown as cither accruals or prepayments in the balance sheet.

Other long-term employce benefits are measured at the present value of the bencfit obligation at the reporting date.

k. Foreign currency

Transactions in forcign currencies are recorded at the rate of exchange at the date of the transaction. Monctary asscts
and liabilitics denominated in foreign currencies at the balance sheet date arc reported at the rates of exchange prevailing
at that date.

- Exchange differences are recognised in profit or loss in the period in which they arise except for:
. exchange differences on transactions entered into to hedge certain foreign currency risks;

. exchange differences arising on gains or losses on non-monctary items which arc recognised in other
comprchensive income; and

. in the casc of the financial statements, exchange differences on monetary items reccivable from or payable to a
forcign operation for which settlement is neither planned nor likely to occur (therefore forming part of the net
investment in the foreign operation), which are recognised in other comprehensive income and reported under
cquity.
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l; Accounting policies (continued)

L Leases
The company as lessee

Asscts held under finance leascs, hire purchase contracts and other similar arrangements, which confer rights and
obligations similar to those attached to owned assets, arc capitalised as tangible fixed asscts at the fair valuc of the
leased asset (or, il lower, the present value of the minimum lease payments as determined at the inception of the jedsc)
and are depreciated over the shorter of the lease terms and their useful lives. The capital elements of future lease
obligations are recorded as liabilities, while the interest clements are charged to the statement of comprehensive income
over the period of the Icases to produce a constant periodic rate of interest on the remaining balance of the liability.

Renals under operating leases are charged on a straight-line basis over the lcasc term, even if the payments are not
made on such a basis. Bencfits reccived and receivable as an incentive to sngn an operating lcasc are similarly spread
on a straight-linc basis over the lease term. .

n. Share-based payments

The ultimate parent, SGS SA, issucs cquity-sctiled share-based payments to certain employces. Equity-scttled share-
based payments are measured at fair value (excluding the effect of market-based vesting conditions) at the datc of grant.
The fair value determined at the grant date of the cquity-settled share-based payments is expensed over the vesting
period, based on the company’s estimate of shares that will eventually vest and adjusted for the effect of non-market-
based vesting conditions. The fair value of sharc options is based on the market value at the grant date.

n Dividend and interest income

Dividend income from investments is recogniscd when the sharcholders’ right to reccive payment have been
cstablished, (provided that it is probable that the cconomic benefits will flow to the company and the amount of revenue
can be measured reliably).

Interest income is recognised when it is probable that the ecconomic benefits will flow to the company and the amount
of revenue can be measured reliably. Interest income is accrued on a time basis, by reference to the principal outstanding
and at the effective interest rate applicable, which is the rate that exactly discounts estimated cash receipts through the
expected life of the financial assct to that asset’s net carrymg amount on initia} recognition.

2. Critical accounting judgements.and key sources of estimation uncertainty

In the application of the company's accounting policies, which are 'dcscribcd in note 1, the dircctors arc required tof
make judgements, estimates and assumptions about the carrying-amounts of assets and liabilitics that are not readily
apparent from other sources. The estimates and associated assumptions arc based on historical cxpcncncc and other
factors thal arc considered to be relevant. Actual results may differ from these estimates.

The estimates and underlying assumpuons arc revicwed on an ongomg basis. Revisions to accounung cstimates arg
recognised in the period in which the estimate is revised if the revision afTects only that period, or in the period of the
revision and future periods if the revision affects both current and future periods. The directors have considered this
and do not deem there are any critical judgements in applying the company’s accounting policics.

Key source of estimation uncertainty
The key assumptions concerning the future, and other key sources of estimation uncertainty at the balance sheet dite,

that have a significant risk of causing a material adjustment to the carrying amounts of asscts and liabilitics within the
next financial year, are discussed below.
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Notes to the financial statements (continued)
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2. Critical accounting judgemcnts and key sources of estimation uncér(ninty (continued)
Iinpairment of intangible assets

Iniangible assets arc held at a net book value of £5,171,000 (2018: £6,036,000). Determining whether intangible asscts
arc impaired requires an estimation of their value in use to the company. The value in use calculation requires the
company to cstimate the future cash flows cxpected 1o arisc from the intangible asset and a suitable discount rate in
order to calculate present value. A sensilivity analysis is also undertaken assuming £nil growth.

Estimations of employee retiremem benefit obligations

The company maintains two defined benefit pension plans. The current value of the pension asset is £27,004,000 (2018:
£16.521,000) The related asset recognised in the balance shect represents the excess of the fair value of the plans’ assets
over the present value of the defined benefit obligations calculated annually by an independent actuary. The actuarial
valuation includes assumptions such as discount rates, salary progression rates and mortality rates. Whilst a range of
outcomes is reasonably possible these actuarial assumptions vary according to the prevailing cconomic and social
conditions. Details of the assumptions are provided in note 22.

3. Turnover
An analysis of the cbmpany’s turnover by class of business is sct out below:

2019 2018

£000 £000

Turnover: .
107,729 105,984

107,729 105,984

An analysis of the company's turnover by geographical market is sct out below:

) T 2019 2018
£000 £000

Turnover: : ' . ‘ .
United Kingdom T : 79,897 78,005
Rest of'the world : : : 27,832 . 27,979
. 107,729 105,984

4. Exccﬁtionnl expenses

" 2019 2018
£000 £000
Write-off of group investments and loan - - 7,710
GMP cqualisation on pension . - 2,223
- 9,933
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4, Exceptional expenses (continued)

EExceptional expenses in the prior year consist of a group loan reccivable of £2,761,000 which was deemed
unrecoverable and therefore fully provided for in the year. Also, in the prior year an amount of £4,949,000 was charged
10 the statement of comprchensive income for the write off and impairment of investments in subsidiary undertakings,
As a result of the SGS United Kingdom Limited Retirements Benefit Plan having to cqualise its benelits to address
incqualifies in the calculations of Guaranteed Minimum Pensions following the High Court ruling on 26 October 2018
an amount of £2,223,000 was also charged as an exceptional item in the year.

5. Interest receivable and similar income
- 2019 2018
£000 £000
Interest receivable on group loans : ’ : 228 146
Net interest on defined benefit liability (see note 22) 499 587
727 733
6. Profit before taxation
Profit on ordinary activitics before taxation is stated after charging/(crediting):
2019 2018
£000 £000
" Depreciation of tangible fixed assets E 1,924 2,263
Amortisation of intangiblc asscts 865 830
Operating lcasc rentals’ " 2,514 2,560
Cost of stock recognised as an expensc . ' 747 679"
Loss on disposal of fixed assets 71 111
Gains on forcign currency transactions (24) - (1)
Auditor’s remuncration: ’
--for the audit of the company’s financial statements, _ 4 57
Non-audit services: : ‘
- taxation compliance services ) ] 30 30

Amortisation of intangible assets and impairment of tangible asscts arc included in administrative expenses.

7. StafT nunibers and costs

The average monthly number of employees (including executive direclors) was:

2019 2018

Number Number

Production/inspection N - 684 717
Administration’ ' 240 ] 240
Overhead . 60 61
984 1,018
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7. Staff numbers and costs (continucd)

4

Their aggregale remuncration comprised:

Wages and salaries
Social sccurity costs .
Other pension costs (sec notc 22

Other pension costs include only those items included within operating costs. -
excluded.

8. Directors’ remuneration and transactions

Directors’ remuneration

Emoluments -
Company contributions to money purchase pension schemes

The number of directors who:
Arc members of a defined benefit pension scheme
Arc members of a money purchase pension scheme

Remuneration of the highest paid director:
Emoluments
Pension

2019 2018
£000 £000
42,141 43,493

4,814 4,717
2,708 2,795
49,663 51,005

Items reported clsewhere have been

2019 2018
£000 £000
187 489
23 . 28
210 517
2019 2018
Number Number

1 1

1 2
2019 2018
£000 £000
134 263
23 17
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9. Tax on profits ‘

The tax charge comprises:

Current tax on profit

UK corporation tax:

- Current year charge _

- Adjustment in respect of prior years
- Foreign tax relicf

Total UK tax

Overscas corporation tax:
- Current ycar charge

Total current tax

Deferred tax

- Origination and reversal of timing difTerences
- Effect of change in tax ratc on opening liability
- Adjustment in respect of prior ycars

Total deferred tax

Total tax on profit

The standard rate of tax applied 10 reported profit on ordinary activitics is 19% (2018: 19%).

2019 2018
£000 £000
2,382 3,014

(1,837) (385)

(1,202) (459).

" (65T) 2,170
1,206 461

549 2,631
73 (1,122)
8) 78

401 -

466 (1,044)

1,015 1,587

The difference between the total tax charge shown above and the amount calculated by applying the standard raic of

UK corporation:tax to the profit before tax is as follows:

Profit before tax

Tax on profit at standard {JK corporatjon tax rate of 19% (2018: 19%)

Effccts of:

- Expenses not deductible for tax purposes
- Effects of overscas tax rates

- Effects of group relicf

- Prior ycar adjustment

- Tax rate change

Total current tax

2019 2018
£000 £000
11,823 1,512
2,246 287
243 1,652
3 2
(34) “7
(1,436) (385)
%) 78
1,015 1,587
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10.  Sharc-based payments
Equity-settled share option schemes

Sclected directors and employces of the SGS SA group are entitied to participate cach year in a company share option
plan. The benefit consists of a right to buy SGS SA shares (accounted for as cquity-scttled share-based payment
transactions) at a pre-determined fixed price through a traded option plan. The vesting period is over three years.
Options are forfeited if the employec Icaves the company before the options vest.

A ncw-Long Term Incentive Plan was introduced in 2015, under the form of a Performance Share Unit Plan (PSU).
The PSU has a vesting period is over three years. PSU’s are forfeited if the employee Icaves the company before the
end of the vesting period. . ' N

Details of the share options outstanding during the ycar arc as follows:

Optinns Options
. Granted Forfeited  Exercised Cancelled
Deaxription T EI:::S:IC “;’l“",’n":’:&:' during the “during the during the during the n;’":):::':""se:(
2018 year year ) year year 2019
Fram To Number Number Number Number Number Number
SGSPF - Ordinarily Issued Jan-17  Jan-19 - . - - - -
. ‘ s
SGSDB - Ordinasily Issued 2015 Jan<18 Jan-20 ° - . - - - -

in 2019, no new options granting the right 10 acquire shares of SGS SA were granted. The aggregate of the estimated
fair values of the options granted is £nil. The fair valuc of the share options granted during the year is based on their
market valuc at grant date. All options are publicly traded.

Details of the Performance Share Units outstanding during the ycar are as follows:

Shares Shares

Descrint Eur‘d‘;e . Outstanding at dg::"}:: d'::;_';:t“:: Exercised ‘ﬁﬂ;;:d:;i Outstanding at
cacription perio 31 December ,"l’ ¢ ”g o during the year § k 31 December
from 2018 year year year 2009

Number Number Number Nomber Number Number
$GS-PSU-16 Jan19 126 .2 @ (105) 3
$GS-PSU-17 . Jan-20 152 . (13) Lo . 79
SGS-PSU-I8 Jan-21 T 43 . (248) - - 595
SGS-PSU-19 Jan-22 . " () - . 106
1,28 131 (328) (105) - 819

In 2019, a total of 131 Performance Sharc Units of the 2019 Long-Term incentive Plan were granted to selected
employces. The value at grant date of the PSU’s granted, being defined as the averaging closing price of the share
during a twenty day period preceding the grant date, was CHF 2,543.40 per share. The company recognised during the
year a total expense of £104,000 (2018: £528,000) in relation to equity compensation plans. :
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1. Intangible fixed assets
Goadwill
£000
Cost
At | January 2019 , _ . 19,242
" At31 December 2019 , 19,242
Amortisation .
At 1 January 2019 . . 13,206
. Charge for the year ’ 865
At 31 December 2019 a 14,071
Nect book value ’ '
A1 31 December 2019 ' ' ‘ ' 5,171
At 31 December 2018 : . 6,036
12.  Tangiblc fixed assets
Short term
Frechold ~ leaschold Furniture
land and landand  Plantand = Moter and
buildings  buildings machinery vehicles equipment Total
£000 £000 £000 ~ £000 £000 £000
Cost '
AL Japuary 2019 15,760 1,170 26,925 155 2,804 46,814
. Additions - X 1,706 106 . 1,184 - . 68 3,064
Disposals - (74) (3,332) 22) T(3) (3,520)
At31 December 2019 17,466 1,202 24,777 133 2,840 46,418
Depreciation :
At ) January 2019 7,776 605 22,430 155 - 2,804 33,770
Charge for the year 458 - 73 1,338 - 35 1,924
Eliminated on disposal - (23) (2.291) (22) (19) (2,3553)
A1 31 December 2019 8,234 655 21,477 133 2,840 33,339
Net book value :
At 31 December 2019 9,232 547 3,300 - - 13,079
At 31 December 2018 7,984 563 4,495 - - 13,044

The value of land not depreciated for the company is £1,044,000 (2018: £1,044,000).

Included within tangible fixed asscts arc £418,000, (2018: £39,000) rclating to asscts which arc not yet being
depreciated duc to being construction in progress.
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13. Fixed assct investments

Subsidiary undcrtakings

Subsidiary undertakings

Cost and net book value
At | January 2019
Acquisition of SGS 121 Infinity Limited

Acquisition of SGS DMW Environmental Safety Limited

Asat 31 December 2019

.

Principal company investments

2019
£000

40,348

2018
£000

27,142

£000

27,142
2,562
10,644

40,348

The company has investments in the following subsidiary undertakings, associates and other significant investments.,

Subsidiary undertakings E‘z::::;:{hn
SGS MIS Testing Limited +* England & Wales
SGS MIS Envitonmestal Limited +¢ ) England & Wales
SGS Bascefa Limiyed +* England & Wales
SGS Vitrology Laested ¢ - AScnll:md

SGS 121 Infinity Limited +* ’ England & Wales
SGS DMW Envirgnmental Safety Limited England & Wales
SGS Leicester Limiteds */ England & Wales
SGS M-Scan Limited +¢ o England & Wales
SGS Correl Rl Linmuted +*/ . England & Wales
5GS Mineral Services UK Limited +¢/ .lit?glmd & Wales
SGS Emics Limited +*/ England & Wales

SGS Hoplex Linured +*/ England & Wales

Repistration
number

H3K2H00
41830K7
3308578
SCYMKRTI
16845024
msm;nz

DIYR2428

1414639

3148618
2356791
2999227

2883238

+ Held dircctly by SGS United Kingdom Limited.

Principal actlivity

Testing and inspection services
Tesung and mspestion services

Testing and inspection services

* Life Stiences

IT Consubancy

Tating & Inspection Services
Technical tesung and nm?ym
Life Sciences

Dormant

Dormant

Dormant

Dormant

Number
uf shares
held

1]'!')
7,100
1,382

3yl 377
li-)(li

([

100

132

3

1
Y2828

168

Type of
share
capital
Ordinany

Ordinary

Ordinary *

COrdinany
Crdinan
Ordinary
Ordinary
Owdinary
Ordinary
Ordinary
Ordrnary

Ordinary

Holding
Yo

[[L]]
[{{¢]
L]
LY
to
o
1w
1t
MK
1on
(4

[ILi3

* The registered office is Rossmore Business Park, Ellesmere Port, South Wirral, Cheshire, CH65 3EN.

/ For the year ending 31 December 2018 subsidiaries of the company were entitled to exemption from audit
under s480 of the Companics Act 2006 relating to dormant companics.

- The registefed office is SGS House, Wellheads Drive, Dyce, Aberdeen, AB21 7GQ.
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14,  Stocks
2019 2018
£000 £000
Raw materials and consumables s 281 335
Work in progress : . 236 721
517 1,056
There is no material difference between the balance sheet value of stocks and their replacement cost.
15.  Decbtors
2019 2018
£000 £000
Amounts falling due within one year:
Trade debtors : 16,086 17,353
Gross amount due from customers for contract work 2,051 1,094
Amounts due from group undertakings 44,904 39,580
Other debtors and prepayments ' 1,270 1,017
Corporation tax - 2,503 -
Dcferred tax asset ) . 402 787
67,216 59,831

Amounts owed by company undertakings are repayable on demand. No interest is charged on these balances.

16.  Creditors: amounts falling due within one year

2019 2018

£000 £000

Trade creditors 2,984 3,076
Amounts owed to group undertakings 76,808 92,864
Corporation tax : - 510
Other taxation and social security . 3,314 3,710
Accruils and deferred income - b _ ‘ 13,335 12,227
Dcrivative financial liabilitics {(notc 19) : 18 37
96,459 112,424

Amounts owed by company undcriakings are repayable on demand. No interest is charged on thesce balances.
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SGS United Kingdom Limitéd

Notes to the financial statements (continued)
For the year ended 31 December 2019

17.  Provisions for liabilities

Deferred Deferred

taxation investment Total

£000 £000 £000

At} January 2019 - : . 2,809 N 2,809

Increase in the year ’ I 1,782 1,000 2,782
At 31 December 2019 ' 4,591 1,000 5,591

The £1,000,000 deferred investment being the consideration payable to the owners, which falls duc afier more lhan
twelve months for the Investment in SGS DMW Environmental Safety anltcd

Deferred tax is provided as follows:

2019 2018

£000 £000

Defined benefit pension (4,591) (2,809)

_ Deferred tax liability . 4,591) - (2,809)

Deferred taxation

Deferred tax asscts and liabilities arc ofTset only where the company has a legally enforceable right to do so and where
the assets and liabilities relate to income taxes levied by the same taxation authority on the same taxable cnlity or
another cntity within the company.

Finance Bill 2017 was substantively enacted on 6 Scptember 2017 which introduced a further reduction in the main
ratc of corporation tax from 18% 1o 17% from 1 April 2020. There is no C\plry date on timing dnffcrcnccs unused
tax losses or tax credits.

18.  Financial instruments

" ‘The carrying values of the company's financial assets and liabilitics are summarised by category below:

2019 2018
£000 © £000
Financial assets
Debt instruments mcasured at amortised cost
e Trade and other debtors (sce note 15) 16,086 17,353
e Amounts duc from company undertakings (sce note 15) 44,904 39.580
60,990 56,933
Financial liabilitics
Measured at fair value
e Derivative financial liabilities (see note 19) 18 37
Mecasured at amortised cost ‘ ‘ .
¢ Trade creditors (sec note 16) =~ - . 2,984 - 3,076
¢ Amounts owed to company undenakmgs (scc note 16) 76,808 92.864
79,810 95,977




SGS United Kingdom Limited

Notes to-the financial statements (continued)
For the year ended 31 December 2019

18.  Financial instruments (continued) .

The company’s income, expense, gains and losses in respect of financial instruments are summarised below:

2019 2018
. £000 £000
Fair value gains’(losses) B A . )
On derivative financial liabilitics (sce note 19) . : 24 (33)
19.  Derivative financial instruments
2019 2018
£000 £000
Linbilities
~ Fonward forcign currency contracts - B (18) 37

Forward foreign currency contracts

Forward foreign currency contracts are valued using quoted forward exchange rates and yield curves derived from
quoted interest rates matching maturitics of the contracts.

The following table details the forward foreign currency contracts outstanding as at the ycar-end:

Average contractual

Outstanding contracts " exchange rate - Notional value Fair value
2019 - 2018 2019 2018 2019 2018
‘rate rate £000 £000 £000 £000 -
‘Less than 3 months : ) : -
Sell EUR 0.846 0.892 (15) (14) (4 (14)
Sell EUR : 0.846 0.892 () 3) ) 3)
Buy USD ' 1.315 1.266 - . (20) - (20)
Buy USD ' 1.315 - - - - .
. I , (18) 37

Gains of £24,000 (201 8: £33,000 loss) were recognised in the statement of comprehensive income.,

The company has cntered into forward foreign currency contracts with the parent cdmpany, these contracls are
designed to hedge the exchange rate risk arising from these anticipated future transactions, which are designated as
cash flow hedges. The hedged cash flows are expected 1o occur and to affect profit or loss within the next 1 month.

20.  Called-up share capital and reserves

2019 2018

' _ £000 £000
Allotted, called-up and fully-paid

8,000,000 ordinary shares of £1 cach ' - 8,000 8,000
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SGS United Kingdom Limited

Notes to the financial statements (continucd)
For the year ended 31 December 2019

20.  Calied-up share capital and reserves (continued)

The company’s other reserves are as follows:
Called-up share capital ~ represents the nominal value of shares that have been issued.

Capital reserve account - historic capital reserve.

Capllal conlrlbuuon —represcnts a transfer made by the parent of pension assets from a company scheme into the UK
pension fund.

Dividends reccived from subsidiary companies '

Profit and loss account - includes all current and prior period retained profits and losses net of dmdcnds paid and
other adjustments.

21. Financial commitments

Total future minimum Icase payments under non-cancellable operating leases arc as follows:

2019 2018

Land and Land and
buildings Other  buildings . Other
£000 - £000 £000 ~ £000
- within one year - 398 1,509 399 986
- between one and five years 379 1,028 281 - -n7
- after five ycars - 149 .- 150 -
926 2,537 830 1,703

22. Retirement benefit schemes

Defined contribution schemes

The company operates defined contribution retirement benefit schemes for nll qualifying cmployccs The total expense
charged to the statement of comprehensive income in the year ended 31 December 2019 was £1,392,000 (’7018
£1,423.000). The amount of contributions outstanding at the year-end was £377,000 (2018: £331,000).

Defined benefit schemes

The company operates defined benefit schemes for qualifying employees. Under the schemes, the employces are
entitled to retirement benefits of up to two thirds of final salary on attainment of a retirement age of 63. No other post-
rctlrcmcm benefits are provided. The schemes are funded schemes,

The most recent actuarial valuations of scheme assets and the present value of the defined bcncﬁl obllgallon, for FRS
102 purposes, were carried out at 31 December 2019 by Ms Michelle Doman, Fellow of the Institute of Actuarics. The
present value of the defined benefit obligation, the related current scrvice cost and the past service cost were measured
using the projected unit credit method.

Valuation at

2019 2018
Yo %
Kcy assumptions uscd:
Discount rate ] 2.0 2.90
Future pension increases : -2.60 3.20
Rate of increase in salarics ' 3.60 3.50
Inflation ' 2,60 3.20

Mortality assumptions: : ) .

The mortality assumptions used at 31 December 2049 are based on the S2PA tables, wilh the CMI_2018 projections
and a 1-ycar age rating for male members of the SGS Pension Scheme.

30



SGS United Kingdom Limited

Notes to the financial statements (continued)
For the year ended 31 December 2019

The assumptions used by the actuary are the best estimates chosen from a range of possible acluanal assumptions which,
due to the timescale covered, may not necessarily be bornc out in practice.

22, Retirement benefit schemes (continued)

Valuation at

2019 2018
: years years
Retiring today: .

Malcs 21.63 22.00

Females 4 ' ' 24.07 22.00
Reliring in 20 ycars: ’

Malcs 22.72. 23.15

FFemales ’ . . 25.52 23.15

Amounts recognised in the statement comprehensive income in respect of these defined benefit schemes are as
tollows:

2019 2018
£000 £000
Current service cost : : , (1,010) (1,080)
Net finance income- ) 499 587
Past service cost . - - (2,223)

1) (2,716)

3

Recognised as other comprehensive income/(logs) ’ o 10,010 (3,292)

Total comprehensive incomef (loss) relating to defined benefit scheme 9,499 (6,008)

'he amount included in the balance shccl arising from the company s obligations in respect of its dcfncd benefit
retirement benefit schemes is as [ollows: ‘

2019 2018

- £000 £000

Present value of defined henefit obligalions' ' T (166,148) (149,537)
Fair value of scheme asscts ’ . : 193,152 166,058

Net asset recognised in the balance shect . 27,004 16,521 '
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SGS United Kingdom Limited

Notes to the financial statements (continued)
For the year ended 31 December 2019

22, Retirement benefit schemes (continued)

Movements in the present value of defined benefit obligations were as fotlows:

At ] January

Service cost

Interest cost

Actuarial gains/ (losses) - .
Contributions from scheme participants
Bencfits paid

Experience adjustments

Past service costs |

At 31 December

Movements in the fair value of scheme assets were as follows:

At | January

Interest income

Expected return on plan assets
Contributions from the employer
Contributions from scheme participants
Benefits paid

At 31 December

The analysis of the scheme assets at the balance sheet date was as follows:

Cash and cash equivalents
Equity instruments

Debt instruments

Other :

23.  Contingent liabilities

2019 2018
£000 £000
149,537 158,881
1,010 1,080
4,267 4,077
17,999 (8.656)
" 263 298
(6,782) (8,487)
(146) 1
- 2,233
166,148 149,537
2019 2018
£000 £000
166,058 180,726
4,766 4,664
27,623 (12,065)
1,224 922
263 298
(6,782) (8,487)
193,152 166,058

Fair value of asscts

2019 2018
£000 £000

. 5,755 3,057
54,328 52,314
116,169 110,687
16,900 -
193,152 166,058

The company has given a joint guarnnlcc‘ in respect of the bank borrowings of its ultimate UK parent company, SGS
Holding UK Limited, SGS United Kingdom Limited, SGS M-Scan Limited, SGS Bascefa Limited, SGS MIS
Environmental Limited, SGS MIS Testing Limited, SGS Vitrology Limited and the ultimate parent company SGS SA
in respect of overdraft facilities provided by the principal bankers. At 31 December 2019, the company’s joint and
several contingent liability was £1,000,000 (2018: £1,000,000). The dircctors do. not consider that any Jiability will

arise under the guarantee,
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SGS Unﬁtcd Kingdom Limited

Notes to the financial statements (continued)
For the year ended 31 December 2019

24.  Related party transactions

The company has taken advantage of the exemptions providcd by FRS 102 scction 33 ‘Related Party Disclosures’ and
has not disclosed details of transactions with members of the SGS SA group of companices, as all transactions arc with
members of the company who are 100% owned subsidiaries of SGS SA.

25.  Controlling party

The immediate parent undertaking of SGS United Kingdom Limited is SGS Holding UK Limited, the registered office
of which is the same as SGS United Kingdom Limited and is given on page 1. The ultimatc parent company and
controlling party of SGS United Kingdom Limited is SGS SA, a company incorporated in Switzerland. The parent
undertaking of the smallest and largest company which includes the company for which group accounts arc prepared is
SGS SA. Copies of the financial statements of SGS SA are available from 1 Placc des Alpes, B.P.2152, CH-1211

Génceve 1, Switzerland, which is the registered office of SGS SA.

26. POST BALANCE SHEET EVENTS

On January 30, 2020, the World Health Organization (WHO) declared an international health emergency due to the
outbreak of coronavirus. Since March 11, 2020 the WHO has characterized the spread of the coronavirus as a pandemic.

The continuing spread of the coronavirus and the impact on the business development of the SGS Group, including the
Company, is being contlnuall)' monitored. Based on current developments, the SGS Group expects that the i mcrcasmg
spread of the coronavirus and the necessary containment measures will have a negative impact on our TIC services in
most sales markets. To assess the negative economic consequences and the measures that the SGS Group neceds to take,
2 detailed contingency plan has thus been compiled to cover all global businesses. The actions to protect the health of
SGS employcees and the related cosl-culllng mecasures to protect profitability and cnsure sufficient llquldlty fevel have
been initiated without delay.

Management considers the Spread of the corunavirus, the resulting actions by govemments globally to contain the
spread, and the resulting direct impact on SGS to constitute a non-adjusting subscquent cvent. in addition, they arc

‘working with SGS group management in conducting regular global assessments and regularly updating the assumptions

for the financial ycar 2020 forecasts and dclcrmlmng the appropriate mcasures and actions to be implemented in cach
affiliatc including the Company.
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