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SGS United Kingdom Limited
Strategic report

The directors are pleased to present their Strategic Report for the year ended 31 December 2018.

PRINCIPAL ACTIVITY

The principal activity of the company and its subsidiaries during the year under review remained that of independent
testing, inspection, verilication, employment agency services, and certification services,

REVIEW OF BUSINESS AND KEY PERFORMANCE INDICATORS
The statement of comprehensive income is set out on page 8. The dircetors expeet the present level of business to be
sustained in the foresecable future and focus made on exiting low margin operations.

As shown in the statement of comprehensive income, turnover has increased to £105,984,000 (2017: £102,115,000).
Revenue growth was gained from largely subcontracted work and with this and closure costs of un operation in
Plymouth duc to client wrning insolvent and reduced volumes of conlormity services duc to a change in overscas
regulations lead 1o a reduced gross margin, £26,210.000 (26%) in 2017 10 £23,722,000 (22%) in 2018.

Average employee numbers have decreased in the year to 1,018 heads (2017: 1,044 heads). The balance sheet shows a
decrease in net assets w £29,673,000 (2017: £32,480,000) due mainly to impairment of investments in subsidiary
cempanics.

Iy

PRINCIPAL RISKS AND UNCERTAINTIES

The company operates in a competitive trading environment. The company manages the risk by offering diversificd
activities in different industry sectors that enable the group to minimise any specific industry downturn risk There is
continued [ocus on the company’s product offering and its relationship with its customers.

A reasonable proportion of the company’s sales are made in US dollars und Euros and it is therefore exposced to the
movement in exchange rates. While there are some purchases in Euros and US Dollars to ofTset this risk, the company
also manages this risk by the maintenance of forcign currency bank accounts and the use of forward foreign exchange
contracls. ’

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

The ¢company has prepared the financial statements on a going concern basis, further details of which are given in
note 1 to the financial statements.

POST BALANCE SHEET EVENTS
There have been no events since the balance sheet date that require cither disclosure in or adjustment to the financial
statements.

Approved by the Bougddt Directors and signed on behalf of the Board:

29 March 2019



SGS United Kingdom Limited
Directors’ report

The directors present their annual report on the affairs of the company, together with the ﬁnanmal statements and
auditor’s report, for the year ended 31 December 2018.

Future developments

Details of future developments and events that have occurred after the balance sheet date can be found in the Strategic
Report on page 2 and form part of this report by cross-reference.

Going concern

The directors have a reasonable expectation that the company has adequate resources to continue in operational
existence for the foreseeable future. Thus, they continue to adopt the going concern basis in preparing the annual
ﬁnancnal 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 varymg service portfolio, the directors have no concerns of any significant impact on the future of the business.

Further details regardmg the adoption of the going concern basis can be found in the accounting policies in the 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 prmc1ples on the use of financial derivatives to manage these risks. The company does not use derivative
financial instruments for speculative purposes.

Cash ﬂow risk ’ . ' A :

The company’s activities expose it primarily to the financial risks of changes.in foreign currency exchange rates and
interest rates. The company uses forelgn exchange forward contracts and interest rate swap contracts to hedge these
exposures.

Interest bearing assets and liabilities are held at fixed rate to 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 attributable to its trade receivables. The ‘amounts presented in the balance sheet
are net of allowances for doubtful receivables. An allowance for impairment is made where there is an identified loss
event which, based on previous experience, is evidence of a reduction in the recoverability of the cash flows.

The credit r1sk on liquid funds and derivative financial mstruments is limjted because the counterparties are banks w1th
high credit-ratings assigned by international credit-rating agencies.

The company has no 51gn1ﬁcant concentration of credit risk, with exposure spread overa large number of counterparties
and customers.
Liquidity risk |
The company have sufficient cash reserves. )

Further details regarding liquidity risk can be found'in the acceunting policies in the financial statements.
Dividends ,

The directors do not recommend the payment of a dividend (2017: Not Recommended).



SGS United Kingdom Limited

Directors® report (continued)

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

P Eart (Resigned Junce 2018)
J Grifliths (Resigned February 2019)
1 McGurk (Appointed July 2018) ‘ ‘

Disabled employces

Applications for cmploymem by disabled persons are ahways fully considered, bearing in mind the abilities of the
applicant concerned.  In the event of members of stafl becoming disabléd every cifort is made to ensure that their
employment with the company continues and that appropriate training, is arranged. It is the policy of the company that
the training, carcer development and promation of disablicd persons should, as far as possible, be identical to that of
other employees.

Employee consultation

The company places considerable value on the involvement of its employces and has continued to keep them informed
on matters affecting them as employces and on the various factors affecting the performance of the company. This is
achicved through Formal and informal meetings and the company web portal. Employee rcpnsmlauvcs are consulted
regularly on a wide range of matiers afTecting their current and future interests.

Auditor
1Zach ol the persons who is a director at the date of approval of this report confirms that:
» so far as the director is aware, there is no relevant audit information of which the company's auditor is unaware; and

e the direetor has taken all the steps that hedshe ought 1o have taken as a director in order to make himselfZhersell
aware of any relevant audit information and to c¢stablish that the company's auditor is awace of that information,

This confirmation is given and should be interpreted in accordance with the provisions of s418 of the Companics Act
2006.

A resolution 1o reappoint Deloitte LLP will be proposed at the forthcoming Annual General Mecting.

Approved by the B and signed on its behalf by:

ﬁcctcr

29 March 2019

Rossmore Business Park
Ellesmere Port

South Wirral

Cheshire

CHG635 3EN



SGS United Kingdom Limited
- Directors’ responsibilities statement

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

Company law requires the directors to prepare ﬁnanc1al statements for each financial year. Under that law the
directors have elected to prepare the financial statements in accordance with United Kingdom Generally Accepted
Accounting Practice (United Kingdom Accounting Standards and applicable law) including FRS 102 “The Financial
Repoiting Standard applicable in the UK and Republic of Ireland”. ‘

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

“In preparing these financial statements, the directors are required'to:
e  select suitable accounting policies and then apply them consistently;
e make judgements and aiccounting estimates that are reasonable and prudent‘

e  state whether appllcable UK Accountmg Standards have been followed subJect to any material departures .
disclosed and explained in the financial statements; and

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

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain the
company’s transactions and disclose with reasonable. accuracy at any time the financial position of the company and
enable them to ensure that the financial statements comply with the Companies Act 2006. ‘They are also responsible
for safeguarding the assets of the company and hence for taking reasonable steps for the prevention and detection of
fraud and other megularmes



SGS United angdom 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 fmancial statements of SGS United Kingdom Limited (the ‘company’):

e give atrue and fair view of the state of the company’s affalrs as at 31 December 2018 and of its loss for the
year then ended; :

e have been properly prepared in accordance with United ngdom Generally Accepted Accounting Practice ™
including Financial Reporting Standard 102 “The Financial Reporting Standard applicable in the UK and
Republic of Ireland”; and

e have been prepared in accordance with the requirements of the Companies 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
the related notes 1 to 25.

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

Basis for opinion

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

We are independent of the company in accordance with the ethical requirements that are relevant to our audit of the
financial statements in the UK, including the Financial Reporting Council’s (the ‘FRC’s”) Ethical Standard, and we
have fulfilled our other ethical responsibilities in accordance with these requirements. We believe that the audit
evidence we have obtained is sufficient and appropriate to provide a basis for our opinion. :

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

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

e 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.

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

The directors are 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 (continued)

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 such material
inconsistencies or apparent 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 other 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 satisfied that they give a true and fair view, and for such internal control as the
directors determine is necessary to enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or error.

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

Auditor’s responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from -

" material misstatement, whether due to fraud or error, and to issue an auditor's report that includes our opinion.
Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordance with
ISAs (UK) will always detect a material misstatement when it exists. Misstatements can arise from fraud or error and
are considered material if, individually or in the aggregate, they could reasonably be €xpected to influence the
economic decisions of users taken on the basis of these financial statements. .

A further description of our responsrbllmes 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 auditor’s report.

Report on other Iegal and regulato'ry requirements
Opinions on other matters prescribed by the Companies Act 2006
In our opinion, based on the work undertaken in the course of the audit:

e the information given in the strategic report and the directors’ report for the financial year for which the
- financial statements are prepared is consistent with the financial statements; and
e the strategic report and the directors’ report have been prepared in accordance with applicable legal
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.



SGS United Kingdom Limited

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

Matters on which wé are required to report by exception
Under the Compénies Act 2006 we are required to report in respect of the following matters if, in our opinion:

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

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

Companies Act 2006. Our audit work has been undertaken so that we might state to the company’s members, those

matters we are required to state to them in an auditor’s report and for no other purpose. To the fullest extent permitted

by law, we do not accept or assume responsibility to anyone other than the company and the company’s members asa
A body, for our audit work, for this report or for the opinions we hayve formed.

ol

Giles Murphy FCA (Senior Statutory Auditor)

for and on behalf of Deloitte LLP

Statutory Auditor

Liverpool, United Kingdom

29 March 2019 - ' ' g

L\
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* SGS United Kingdom Limited

Statement of comprehensive income
For the year ended 31 December 2018

Turnover .
Cost of sales
Gross profit

f
Administrative expenses

Operating profit
Exceptional expenses
Profit before interest and taxation

Interest payable and similar expenses .

" Profit before taxation
Tax on profit

(Loss)/profit for the financial year

Re-measurement of net defined benefit asset.
‘Tax relating to components of other comprehensive income

Other comprehensive (loss)/ income

Total comprehensive (loss)/ income

All of the activities relate to continuing activities.

2018

. 2017
the £000 £000
3 105,984 102,115
(82,262)  (75,905)
23,722 26,210
(13,010) (11,962)
10,712 14,308
4 93y -
779 14,293
5 733 ar
6 1,512 14,735
9 (1,585) (2,857)
(75) 11,878
22 (3,292) 7,602
17 560 (1,293)
2,732) 6,309
(2,807) ‘18,187




SGS United Kingdom Limited

Balance sheet
As at 31 December 2018

2018 2017
Note £000 £000
Fixed assets o . . . ‘
Intangiblc assets 11 . 6,036 6,175
Tangible assets : 12 13,044 13,892
Investments 13 27,142 - 32,782
46,222 52,849
Current assets o ,
Stocks X 14 1,056 084
Debtors : 13 39,831 55,305
Cash at bank.and in hund 21,276 15,323
Pension Assct . 22 16,521 21,845
98,684 93,157
Creditors: amounts falling duc within onc year 16 ‘ . (112,424)  (109,689)
Net current liabilitics (13,740) (16,532)
Total assets less current liabilities 32,482 36,317
Provisions_for liabilities 17 (2,809) (3,837)
Net assets : 29,673 32,480
Cuapital and reserves .
Called-up share capital 20 8,000 8,000
Capital contribution reserve 20 13,809 13,809
Profit and loss account 20 7,864 10,671
Sharcholders® funds ‘ ' 29,673 32,480

“The financial statements of SGS United Kingdom Limited registered number 01193985 were approved by the board
of directors and authorised for issuc on 29 March 2019.

They were signegbon its behalf by:

. ’0



SGS United Kingdom Limited

Statement of changes in equity
For the year ended 31 December 2018

At 1 January 2017

Profit for the financial year - :
Re-measurement of net defined benefit asset
Tax relating to items of other comprehensive income

Total comprehensive income
At 31 December 2017

Loss for the financial year
Re-measurement of net defined benefit asset
Tax relating to items of other comprehensive income

i

Total comprehensive loss

At 31 December 2018

Called-up . Capital Profit
share contribution and loss
capital reserve account Total
£000 £000 £000 £000
8,000 13,809 (7,516) 14,293
- - 11,878 11,878
- - 7,602 7,602
t- - (1,293) (1,293)
; . 18,187 ‘18,187
8,000 13,809 10,671 32,480
- - (7%) (75)
- - (3,292) (3,292)
- - 560 560
- - (2,807) (2,807)
8,000, 13,809 7,864, 29,673

11



SGS United Kingdom Limited

Notes to the financial statements
For the year ended 31 December 2018

1. Accounting policies

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

a. General information and basis of accounting

SGS United Kingdom Limited is a private company limited by shares irrcorporated in the United Kingdom under the
Companies 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, CH65 3EN.

SGS 'United Kingdom Limited meets the definition of a qualifying entrty under FRS 102 and has therefore taken
advantage of the disclosure exemiptions available to it in respect of its separate financial statements. The company
has taken advantage of the exemption provided by Section 400 of the Companies Act 2006 not to 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 1, Switzerland. Exemptions have been taken in these
separate company financial statements in relation to share-based payments, financial instruments, the presentation of -
a cash flow statement and remuneration of key management personnel

The financial statements have been prepared in accordance with Fmancral Reporting Standard 102 and in accordance
with thé Companies’ Act 2006. The principal accéunting policies are summarised below.

The financial statements have been prepared in accordance with the historical cost convention, modified to include
certain items at fair value, and are presented in sterling (£).

b. Going concern

The company s business activities, together with the factors llkely to affect its future development, performance and
position are set out in the strategic report. The directors’ report further describes the financial position of the company;
its cash flows, liquidity position and borrowing facilities; the company’s objectives, policies and processes for
managing its capital; its financial risk management objectives; details of its ﬁnancral instruments and hedging activities;
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 reasonable expectation that the company has adequate resources to continue in operational
existence for the foreseeable future. Thus, they continue to adopt the gomg concern basis of accountmg in preparing
the annual financial statements.

C. Intangible assers —goodwill, brand names and customer relationships

Separately acquired intarigible assets are included at cost and amortised in equal annual instalments over a period of 10-
years which is their estlmated useful economic life. Provision is made for any impairment.

Intangible assets acquired as part of a business combmatron are measured at fair value at the acqulsmon date.
d. Tangible fixed assets ‘

Tangible fixed assets are stated at cost or valuation, net of depreciation and any provision for impairment. Depreciation
is provided on all tangible fixed assets, other than freehold land, at rates calculated to write off the cost or valuation,
less estimated residual value, of each asset on a straight-line basis over its expected useful life, as follows: -

12



SGS United Kingdom Limited

Notes to the financial statements (continued)
For the year ended 31 December 2018

1. Accounting policies (continued)

|
Freehold buildings - 3%

. Short term leasehold buildings ' Over the lease term

' Plant and machinery A : 10-25%
Motor vehicles ' ‘ ©20-33%
Furniture and equipment . 10-33%

‘Residual value represents the estimated amount which would curréntly'be obtained from disposal of an asset, after
deductmg estimated costs of disposal, if the asset were already of the age and in the condition expected at the end of its
useful life.

e Fmancml instruments .

Financial assets and financial liabilities are recogmsed when the company becomes a party to the contractual provisions
of the instrument. :

Financial liabilities and equity instruments are classified éccording'fto the substance of the contractual arrangements
entered into. An equity ‘instrument is any contract that evidences a residual interest in the assets of the company after
deducting all of its liabilities. ' . .

(i) . Financial assets and liabilities

All financial assets and liabilities are initially measured at transaction price (including transaction costs), except for
those financial assets classified 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 liability is measured at the present
value of the future payments discounted at a market rate of interest for a similar debt instrument.’

Financial assets and liabilities are only offset in the balance éhe;et when, and only when there exists a legally enforceable
right to set off the recognised amounts and the company intends either to settle on a net basis, or to realise the asset and
settle the liability simultaneously.

Debt instruments which meet the following conditions are subsequently measured at amortised cost using the effective
interest method: :

(a)  The contractual return to the holder is (i) a fixed amount; (ii) a positive fixed rate or a positive variable rate; or .
(iii) a combination of a positive or a negative fixed rate and a positive variable rate.

(b)  The contract may provide for repayments of the principal or the return to the holder (but not both) to be linked
to a single relevant observable index of general price inflation of the currency in which the debt instrument is
denominated, provided such links are not leveraged. “

(c)  The contract may provide for a determinable variation of the return to the holder during the life of the instrument,
provided that (i) the new rate satisfies condition (a) and the variation is not contingent on future events other
than (1) a change of a contractual variable rate; (2) to protect the holder agairist credit deterioration of the issuer;
(3) changes in levies applied by a central bank or arising from changes in relevant taxation or law; or (ii) the
new rate is a market rate of interest and satisfies condition (a).

(d)  Thereisno contractual provision that could, by its terms, result in the holder losing the principal amount or any
interest attributable to the current period or prior periods. '

(e)  Contractual provisions that permit the issuer to prepay a debt instrument or permit the holder to put it back to
the issuer before maturity are not contingent on future events, other than to protect the holder against the credit
deterioration of the issuer or a change in control of the issuer, or to protect the holder or issuer against changes
in levies applied by a central bank or arising from changes in relevant taxation or law.

- (O Contractual provisions may permit the extension of the term of the debt instrument; provided that the return to

the holder and any other contractual provisions applicable during the extended term satisfy the conditions of

paragraphs (a) to (c).

[

13



SGS United Kingdom Limited

Notes to the financial statements (continued)
For the year ended 31 December 2018

1. Accounting policies.(continuéd)
e. Financial instruments (continued)

Debt instruments that are classified as payable or receivable within one year on initial recognition and which meet the
above conditions are measured at the undiscounted amount of the cdsh or other consideration expected to be paid or
received, net of impairment. -

Other debt instruments not meeting these conditions 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 assets are derecognised when and only when a) the contractual rights to the cash flows from the financial

asset expire or are settled, b) the company transfers to another party substantially all of the risks and rewards of

ownership of the financial asset, or c) the company, despite having retained some, but not all, significant risks and -
rewards of ownershrp, has transferred control of the asset to another party.

Financial liabilities are derecogmsed only when the obligation specified in the contract is discharged, cancelled or
expires. :

(ii)  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 subsidiaries and associates are measured at cost less impairment. For investments in subsidiaries
acquired for consideration including the issue of shares qualifying for merger relief, cost is measured by reference to
the nominal value of the shares lssued plus fair value of other con51derat10n Any premium is ignored.

(iii)  Equity instruments

Equity instruments issued by the company are recorded at the fair value of cash or other resources received or
receivable, net of direct issue costs.

(iv)  Derivative financial instruments

The company uses derivative financial instruments to reduce exposure to foreign exchange risk. The company does
not hold or issue derivative financial instruments for speculative purposes.

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 each 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 event the timing of the recognition
in profit or loss depends on.the nature of the hedge relationship.

f 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 identjcal 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 asset on their own are not a good estimate of fair value,
the fair value is estimated by using a valuation technique.

Assets, other than those measured at falr value, are assessed for indicators of impairment at each balance sheet date. If
there is objective evidence of impairment, an impairment loss is recognised in profit or loss as described below.

Non-financial assets

An asset is impaired where there is objective evidence that, as a result of one or more events that occurred after initial
recognition, the estimated recoverable value of the asset has been reduced. The recoverable amount of an asset is the
higher of its fair value less costs to sell and its value in use.

14



SGS United Kingdom Limited

Notes to the financial statements (continued)
. For the year ended 31 December 2018

1. Accounting policies (continued)
f. . Impairment of assets (continued)

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 assets 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 ﬁnanclal asset’s original effective interest
rate.

For financial assets carried at cost less 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 mc\hcators exist for a decrease in impairment loss, and the decrease can be related objectively to an event
occurring after the impairment was recognised, the prior impairment loss is tested to determine reversal. An impairment
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 value had no impairment been recognised. ‘

g Stocks

Stocks are stated at the lower of cost and estimated selling price less costs to sell, which is equivalent to the net realisable
value. Cost includes 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 obsolete, slow-
moving or defective items where appropriate. .

h.  Taxation

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 differences that have originated but not reversed at the balarice sheet
date where transactions or events that result in an obligation to 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 taxable
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
evidence, 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 asset (liability) is recognised 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 are recognised for tirning differences arising from investments in subsidiaries and associates,
except where the company is’able to control the reversal of the timing difference and it is probable that it will not -
reverse in the foreseeable future.

Deferred tax is measured using the tax 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 relating to property, plant
and equipment measured using the revaluation model and investment property-is measured usmg the tax rates and
allowances that apply to sale of the asset. ' '

Where 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 comprehensive income or
equity as the transaction or other event that resulted in the tax expense or income.
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~ SGS United Kingdom Limited

Notes to the financial statements (continued) -
For the year ended 31 December 2018

1. Accounting policies (continued)
h. Taxation (continued)

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 settle on a net basis or to realise the asset and settle the liability simultaneously. -

-1. Accounting policies (continued)

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 liabilities relate to income taxes’
levied by the same taxation authority on either the same taxable entity or different taxable entities which intend either
to settle current tax liabilities and assets on a net basis, or to realise the assets and settle the liabilities simultaneously,
in each future period in which 51gn1ﬁcant amounts of deferred tax liabilities or assets are expected to be settled or
recovered.

i Turnover

Turnover is stated net of VAT and trade 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 are
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
received or receivable. Where a contract has only been partially completed at the balance sheet date turnover represents -
the fair value of the service provided to date based on the stage of completion of the contract activity at the balance
sheet date. Where payments are 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 year.

J- Employee benefits

For defined benefit schemes the amounts charged to operating profit are the costs arising from employee services
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 benefit schemes are funded, with the assets of the scheme held separately from those of the company, in
separate trustee administered funds. Pension scheme assets are measured at fair value and liabilities are measured on
an actuarial basis using the projected unit credit method. The actuarial valuations are obtained at least tnenmal]y and
are updated at each balance sheet date. :

For defined contribution schemes the amount charged to the profit and loss account in respect of pension costs and
other retirement benefits is the contributions payable in the year. Differences between contributions payable in the year
and contributions actually paid are shown as elther accruals or prepayments m the balance sheet:

Other long-term employee benefits are measured at the present value of the benefit obligation at the reporting date.
k. Foreign currency

Transactions in foreign currencies are recorded at the rate of exchange at the date of the transaction. Monetary assets
.and liabilities denominated in foreign currenc1es at the balance sheet date are reported at the rates of exchange prevailing
at that date. -

Exchange differences are rocogniséd in profit or loss in the period in which they arise except for:

e . exchange differences on transactions entered into to hedge certain foreign currency risks;

. exchange dlfferences arising on gains or losses on non- monetary items which are recogmsed in other:
comprehenswe income; and
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SGS United Kingdom Limited

Notes to the financial statements (continued)
For the year ended 31 December 2018

Accounting policies'(continued)
k. . Foreign currency (continued)

. in the case of the financial statements, exchange differences on monetary items receivable from or payable to a
foreign operation for which settlement is neither planned nor likely to occur (therefore forming part of the net
investment in the foreign operation), which are recogmsed in other comprehensive income and reported under

. equlty
L Leases

The company as lessee

Assets held under finance leases, hire purchase contracts and other similar arrangements, which confer rights and
obligations similar to those attached to owned assets, are capitalised as tangible fixed assets at the fair value of the
leased asset (or, if lower, the present value of the minimum lease payments as determined at the inception of the lease)
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 elements are charged to the profit and loss account over the
period of the leases to produce a constant periodic rate of interest on the remaining balance of the liability.

Rentals under operating leases are charged on a straight-line basis over the lease term, even if the payments are not .
made on such a basis. Benefits received and receivable as an incentive to sign an operating lease are similarly spread
on a straight-line basis over the lease term. .

m.  Share-based payments

The ultimate parent, SGS SA, issues equity-settled share-based payments to certain employees. Equity-settled share-
based payments are measured at fair value (excluding the effect of market-based vesting conditions) at the date of grant.
The fair value determined at the grant date of the equity-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 share options is based on the market value at the grant date.

n Dividend and interest income ‘

Dividend income from investments is recognised when the shareholders’ right to receive payment have been
established, (provided that it is probable that the economic 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 economic 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 asset to that asset’s net carrying amount on initial recognition.

2. Critical accounting judgements and key sources of estimation uncertainty

In the application of the company’s accounting policies, which are described in note 1, the directors are required to
make judgements, estimates and assumptions about the carrying amounts of assets and liabilities that are not readily
apparent from other sources. The estimates and associated assumptions are based on historical experience and other
. factors that are considered to be relevant. Actual results may dlffer from these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are
recognised in the period in which the estimate is revised if the revision affects only that period, 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 policies.

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

that have a significant risk of causing a material adjustment to the carrying amounts of assets and liabilities within the
next financial year, are discussed below.
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SGS United Kingdom Limited

Notes to the financial statements (continued)
For the year ended 31 December 2018 -

2. Critical accounting judgements and key sources of estimation uncertainty (continued)
Work in progress

The Stocks balance of £1, 056 000 (2017: £684,000) mcludes ‘work in progress of £721,000 (2017: £396 ,000) which is
work that is pamally completed on which revenue has been recognised. Whilst a range of outcomes is reasonably
possible the maximum potential reductlon in work in progress is £721 000 (2017: £396 000)

Impairment of intangible assets

" Intangible assets are held at a net book value of £6,036, 000 (2017: £6,175,000). Determmmg whether intangible assets
are impaired requires an estimation of ‘their value in use to the company. The value in use calculation requires the
company to estimate the future cash flows expected to arise from the intangible asset and a suitable discount rate in
order to calculate present value. Whilst a range of outcomes is reasonably possible the maximum potential impairment
in intangible assets is £ 6,036,000 (2017: £6,175,000). : :

Estimations of employee retirement benefit obligations

The company maintains two defined benefit pension plans. The current value of the pension asset is £16,521,000 (2017:
21,845,000) The related asset recognised in the balance sheet 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 the maximum potential reduction in the pension asset .is £16,521,000 (2017:
21,845,000). These actuarial assumptions vary according to the prevailing economic and social conditions. Details of
the assumptions are provided in note 22.

3. Turnover _
An analysis of the company’s turnover by class of business is set out below.

2018 2017

£000° £000
Turnover: '

Inspection, testing, cemﬁcatlon & laboratory services A 105,984 102,115

105,984 102,115

An analysis of the company’s turnover by geographical market is set out below.

2018 2017
£000 £000
- Turnover: . : - )
United ngdom ' : ' 78,005 77,980
Rest of the world : : 27,979' 24,135
105,984 102,115
- 4, Exceptional expenses
2018 2017
£000  £000
Write-off of group investments and loan o : 7,710 -
GMP equalisation on pension . : o 2,223 ' -
9,933 -
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. SGS United Kingdom Limited

Notes to the financial statements (continued) -
For the year ended 31 December 2018 )

4. Exceptional expenses (continued)

Exceptional expenses consist of a group loan receivable of £2,761,000 which was deemed unrecoverable and
therefore fully provided for in the year. Also in the year an amount of £4,949,000 'was charged to the Profit and Loss
account 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 equalise its benefits to address inequalities 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 payable and similar expenses .
' 2018 2017
£000 . £000
Interest receivable on group loans 2 ' 146 18
Net interest on defined benefit liability (see note 22) : - 587 409 .
733 427
6. *  Profit before taxation
. Profit on ordinary activities before taxation is stated after charging/(crediting):
: 2018 - 2017
£000 - £000
Depreciation of tangible fixed assets . T 2,263 2,500
Amortisation of intangible assets P 830 794
Operating lease rentals 2,560 2,747
Cost of stock recognised as an expense - 679 619
Loss on disposal of fixed assets 111 20
(Gains)/loss on foreign currency transactions : ) 50
Auditor’s remuneration: T
- for the audit of the company’s financial statements ) 57 57
Non-audit services: _ '
- taxation compliance services o 30 33

Amortisation of intangible assets and impairnjent of tangible assets are included in administrative expenses.

7. Staff numbers and costs

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

2018 2017

Number Number

Production/inspection - . ' ' : g 717 - 752

~ Administration » : : - 240 232
Overhead L - : B 61 A 60
1,018 1,044
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Notes to the financial statements (continued)
For the year ended 31 December 2018

7. Staff numbers and costs (continued)

Their aggregate remuneration comprised:

R 2018 2017
£000 £000
* Wages and salaries ' 43,493 43,854
Social security costs : ' 4,717 4,717
Other pension costs (see note 22) . ' 2,795 2,202
51,005

' 50,773

Other pension costs include only those items included within operating costs. Items reported elsewhere have been

excluded.
8. Directors’ remuneration an.dntransactions
2018 © 2017
. - £000 £000
Directors’ remuneration : .
Emoluments : . ' o ‘ : 489 - 325
Company contributions to money purchase pension schemes - 28 16
517 341
2018 2017
. Number = Number
The number of directors who:
Are members of a defined benefit pension scheme ) 1 1
" Are members of a money purchase pension scheme ’ ’ : ' 2 1
.2018 2017
o £000 £000
Remuneration of the highest paid director: . A
Emoluments o . ' , ' ' . 4 263 1227
Pension : . 4 17 -
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SGS United Kingdom Limited

Notes to the financial statements (continued)
For the year ended 31 December 2018

9, Tax on profits

The tax charge comprises:

2018 2017
£000 £000
Current tax on profit
UK corporation tax: o . : -
- Current year charge : : 3,014 2,630
- Adjustiment in respect of prior years ' ' (385) 51
- Foreign tax relief : (459) (278)
Total UK tax , ' ' 2,170 2403
Overseas corporation tax: : _
- Current year charge . , 461 281 -
Totél current tax ' . ' - 2,631 - 2,684
|
Deferred tax )
- Origination and reversal of timing differences . (1,122) 216
- Effect of change in tax rate on opening liability ‘ 78 25)
.. - Adjustment in respect of prior years ' - (18)
Total deferred tax . o (1,044) 173
Total tax on profit : i,587 2,857

The standard rate-of tax applied to reported profit on ordinary activities is 19% (2017: 19.25%).

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

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

2018 ~2017
£000 £000
Profit before tax | - S L 1,512 14735
Tax on profit at standard UK corporation t‘ax‘rate of 19% (2017: 19.25%), . 287 . 2,831
Effects of:
- Expenses not deductible for tax purposes - ‘ ‘ . 1,652 117
- Effects of overseas tax rates’ o . . f 2. 2
- Company relief ] , (CY)) (248)
- Prior year adjustment : . (385) 180
- Tax rate change ‘ . .78 25)
Totai current tax | o o . 1,587 2,857
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Notes to the financial statements (continued)
For the year ended 31 December 2018

10.  Share-based payments .
Equity-settled share option schemes

Selected directors and employees of the SGS SA group are entitled to participate each year in a company share option
plan. The benefit consists of a right to buy SGS SA shares (accounted for as equity-settled share-based payment
transactions) at a pre-determined fixed price through a traded option plan. The vesting perlod is over three years.
Optlons are forfeited if the employee leaves the company before the optiors vest.

A new 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 forfelted if the employee leaves the company before the
end of the vesting period.

Details of the share options outstanding during the year are as follows:

- Options Granted Forfeited Exercised Cancelled - Options
Description Exercise outstanding at . during the during the during the during the outstanding at
P Period 31 December 8 & g 31 December
2017 year year year year 2018
From To Number Number Number Number Number "Number
SGSPF - Ordinarily Issued Jan-17 Jan-19 , - - 27,832 ) ] : (20,500) (7,332) -
SGSBB - Ordinarily Issued 2015  Jan-18 Jan-20 41,524 - - (41,524) ‘ - -
69,3456 - - (62,024) (7,332) . -

. 1
In 2018, no new options granting the right to acquire shares of SGS SA were granted. The aggregate of the estimated
fair values of the options granted is £nil. The fair value of the share options granted during the year is based on their
market value at grant date. All options are publicly traded.

Details of the Performance Share Units outstandingy durihg the year are as follows:

S

. Shares . Shares
Description Ex::i‘:;e Outstanding at dﬁ::‘me‘:e d}:lor:r:eltte:e Exercised f::ﬁell&de Outstanding at
P pf 31 December eagr e agr during the year eagr 31 December
rom 2017 y y Y 2018
Number ~ Number " Number ’ Number Number’ Number
SGS-PSU-15 e Jan-18 : 1,253 147 - (1,400) ~ - -
SGS-PSU-16 Jan-19 131 - - - ) 126
SGS-PSU-17 Jan-20 179 » - . (12) - (15) 152
SGS-PSU-18 Jan-21 - 843 - - -, - 843

1,563 990 a2) (1,400) (20 1,121

In 2018, a total of 990 Performance Share Umts of the 2018 Long -Term incentive Plan were granted to selected
employees.
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Notes to the financial statements (continued)
For the year ended 31 December 2018

11.  Intangible fixed assets .

Cost
At 1 January 2018

Goodwill transferred from investment on hive up of SGS Leicester in the year

At 31 December 2018
' Amortisation . /
At 1 January 2018
Charge for the year
At 31 December 2018

Net book value
At 31 December 2018

At 31 December 2017

Goodwill
£000

18,551
691

19,242

12,376
830

13206

6,036

6,175
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For the year ended 31 December 2018

12.  Tangible fixed assets

Cost
At 1 January 2018
~Additions

Hive up of subsidiary

Disposals

At 31-December 2018
Depreciation

At 1 January 2018
Charge for the year

Hive up of subsidiary
Eliminated on disposal

At 31 December 2018

Net book value
At 31 December 2018

At 31 December 2017

Short term
Freehold - leasehold. Furniture
land and land and  Plant and Motor and
buildings buildings machinery vehicles equipment Total
£000 £000 £000 £000 £000 £000
15,680 1,095 . 25,677 276 2,787 45,515
80 - 1 1,430 - - 1,511
- 74 96 - 17 187
- - (278) (121) - (399) ",
15,760 1,170 26,925 155 2,804 46,814
7,331 441 20,794 . 270 2,787 31,623
445 90 1,721 6 .1 2,263
-- 74 74 - 16 164 .
- - (159) (121) - (280)
7,776 605 22,430 155 2,804 33,770
7,984 565 4,495 ; - 13,044
8,349 654 4,883 6 - 13,892

The value of land not depreciéted for the company is £1,044,000 (2017 : £1,044,000).

- Included within tangible fixed assets are £39,000 relating to assets which are not yet being depreciated.
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13. Fixed asset investments

Subsidiary undertakings

Subsidiary undertakings

Cost and net book value -

At 1 January 2018

Investments transferred to goodwill on hive up of SGS
Leicester A :

Written off to P&L in the year

As at 31 December 2018

.

-

2018
£000

27,142

27,142

2017
£000

32,782

32,782

£000 -
32,782

(691)

(4,949)

27,142

The £4,949,000 represents the net investment write off from three subsidiaries that were liquidated in the year and an
element of an impairment made to the investment value of SGS Emics limited.

Principal company investments

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

Country of

Subsidiary undertakings’ incorporation
‘ SGS MIS Testing Limited +* B England & Wales
SGS MIS Environmental Limited +* England & Wales
SGS Baseefa Limited +* . England & Wales
SGS Vitrology Limited + - Scotland
SGS Leicester + * / E England & Wales
SGS M-Scan Limited +* England & Wales
SGS Correl Rail Limited +*/ England & Wales
SGS Mineral Services UK Limited +*/ England & W.ales
SGS Emics Limited +*/ B England & Wales

SGS Roplex Limited +*/ England & Wales

Registration
number

8382100
4183187
430557;
SC306871
01962425
1414639
4148618
4356791
2999227

2583238

+ Held diréctly by SGS United Kingdom Limited. )
* The registered office is Rossmore Business Park, Ellesmere Port, South Wirral, Cheshire, CH65 3EN.

Principal activity

Testing and inspection services

Testing and inspection services

Testing and inspection services

Life Science;

Technical testing and analysis
Life Sciences

Donnan;

Dormant

Dormant

Dormant

Number -
of shares
held

200
7,100
1,352

3,901,377
100
TS
33

100

92,825 .

165

Type of
share
capital

Ordinary

Ordinary

Ordinary

Ordinary

Ordinary

- Ordinary’

Ordinary

Ordinary

Ordinary

Ordinary

Holding
%

100
100
.] 00
100
100
100
100
100
100

100

/ For the year'ending 31 December 2018 subsidiaries of the Company were entitled to exemption from audit
" under s480 of the Companies Act 2006 relating to dormant companies.

- The. registered office is SGS HouSe, Wellheads Drive, Dycé, Aberdeen, AB21 7GQ.
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Notes to the financial statements (cbiltinued)
For the year ended 31 December 2018

14.  Stocks

T 2018 2017 -
© £000 £000
Raw materials and cbnsumables . : - 335 288
Work in progress ° ' : . 721 396
. . _ ' : 1,056 684
There is no material difference between the balance sheet value of stocks and their replacement cost.
15. Debtors
2018 2017
£000 - £000
Amounts falling due within one year: ’
Trade debtors ' ) 17,353 16,753
Gross amount due from customers for contract work ‘ ) 1,094 1,766
Amounts due from group undertakings ’ ' 39,580 35,124
Other debtors and prepayments . 1,017 1,570
_ Deferred tax asset ' : - 18T 92
- 59,831 - 55,305
Amounts owed by company undertakings are repayable on demand. No interest.is charged on these balances.
16. Creditors: amounts falling due within one year’
' 2018 2017
£000 £000
Trade creditors . ' 3,076 3,222
Amounts owed to group undertakings 92,864 88,360
Corporationtax =~ = : : 510 397.
Other taxation and social security , : o 3,710 3,543
Accruals and deferred income o 12,227 14,163
Derivative financial liabilities (note 19) o 37 4
112,424 109,689

Amounts owed by cbmpany undertakings are repayable on demand. No interest is charged on these balances.
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Notes to the financial statements (continued) -
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17. Provisions for liabilities

Deferred Restructuring Vacant
taxation Costs properties Total
£000 £000 £000 - £000
Company . . ’ )
At 1 January 2018 : : : 3,714 ' 97 26 - 3,837
Utilisation of provision - (905) 97 26) . (1,028)
At 31 December 2018 S 2809 . - - 2,809
- Deferred tax is provided as follows:
2018 2017 -
£000 £000
Defined benefit pension ~ , , - (2,809) (3,714)
Deferred tax liab'ility ‘ ) (2,809) (3,714)

' Deferred taxation

Deferred tax assets and liabilities are offset 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 .entity or
another entity within the company.

. Finance Act 2016, which was substantively enacted on 15 September 2015, includes provisions to reduce the
corporation tax to 19% with effect from 1 April 2017 and 18% with effect from 1 April 2020.

Finance Bill 2017 was substantively enacted on 6 September 2017 which introduced a further reduction in the main
rate of corporation tax from 18% to 17% from 1 April 2020. There is no expiry date on timing differences, unused
tax losses or tax credits.

Vacant properties .

The dates and payment§ of the vacant lease rentals are certain and the provision has been discounted at a discount rate
of 8%. The provision will be utilised within 5 years. .

Restructuring costs

Restructuring costs relate to two items, one is the downsize of a small operation within SGS United Kingdom Limited,
~which completed in 2017 and the closure of the Wokingham operation and transfer of business within the SGS network.
The other relates to property infrastructure in a subsidiary entity, the timing and payment amount is unknown.
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18. Financial instrumenis

The carrying values of the company’s financial assets and liabilities are summarised by category below:

2018 2017
., . £000 £000
Financial assets _
Debt instruments measured at amortised cost
. Trade and other debtors (see note 15) . ' . 17,353~ 16,753
e Amounts due from company undertakings (see note 15) 39,580 35,124
56,933 51,877
Financial liabilities '
Measured at fair value - : . N
e Derivative financial liabilities (see note 16) - 37 4
Measured at amortised cost » : _
e Trade and other creditors (see note 16) ' . 3,076 3,222
*  Amounts owed to company undertakings (see note 16) . 92,864 88,360
95,977 91,586
.The company’s income, expense, gains and losses in respect of ﬁnanciai instruments are summarised below:
B - ‘ 2018 2017
. j : £000 £000
Fair value gains and losses
On derivative financial liabilities (see note 19) . (33) 80
19. Derivative financial instruments
" 2018 2017
£000 £000
Liabilities T ,
Forward foreign currency contracts ; - (37 @

Forward foreign currency contracts

Forward foreign curl:ency contracts are valued using quoted forward exchange rates and yiéld curves derived from

quoted interest rates matching maturities of the contracts.

The following table details the forward foreign currency contracts outstanding as at the year-end:
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19. Derivative financial instruments (continued)

Average contractual

Outstanding contracts exchange rate . Notional value - Fair Value
2018 . 2017 2018 2017 2018 2017
rate rate - £000 £000 . £000 £000
Less than 3 months : T g _
Sell EUR -, 0.892 0.886 . (14) ®) (14 8)
Sell EUR . : 0.892 - 0.886 . - (3) ®) 3) %)
Buy USD ' 1.266 1.351 - 20) .9 (20) 9
(37 . @)

Losses of £33,000 (2017: gains of £80,000) were recognised in the statement of comprehensive income.

The company has entered intb forward foreign currency contracts with the parent company, these contracts 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 to occur and to affect profit or loss within the next 1 month.

20. Called-ub share capital and reserves

2018 2017
_ £000 £000
Allotted, called-up and fully-paid

8,000,000 ordinary shares of £1 each o o : 8,000 8,000

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.

Capital contribution — represents a transfer made by the parent of pen51on assets from a company scheme into the UK
pension fund. .

Profit and loss account — mcludes all current and prlor perlod retained profits and losses net of dividends paid and
other adjustments.

21. Financial commitments

Total future minimum lease payments under non-cancellable operating leases are as follows:

2018 - , 2017

Land and ) Land and
. buildings Other - buildings Other
: £000 £000 £000 £000

Company , , A

- within one year A . : 399 986 470 1,079
- between one and five years » 281 717 501 - 481
- after five years . . 150 - - A -
830 1,703 971 . 1,560
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Notes to the fmancnal statements (contlnued)-
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22. Retirement benefit schemes
Defined contribution schemes

The 'company operates defined contribution retirement benefit schemes for all qualifying employees. The total expense
charged to the statement of comprehensive income in the year ended 31 December 2018 was £1,423,000 (2017:
£1,251,000). The amount of contributions outstanding at the year-end was £331,000 (2017: £290,000).

- Defined benefit schemes

The company operates defined benefit schemes for qualifying employees. Under the schemes, the employees are
entitled to retirement benefits of up to two thirds of final salary on attainment of a retirement age of 65. No other post-
retirement benefits are provided. The schemes are funded schemes.

The most recent actuarial valuations of scheme assets and the present value of the defined benefit obligation, for FRS
102 purposes, were carried out at 31 December 2018 by Ms Michelle Doman, Fellow of the Institute of Actuaries. The
present value of the defined benefit obligation, the related current service cost and the past service cost were measured
using the projected unit credit method.

Valuation at

2018 2017
. . . % %
Key assumptions used: ' ) y - ’
Discount rate. : : . 2.90 2.60
Future pension increases o - : 3.20 3.60
Rate of increase in salaries e "3.50 3.10

Inflation : , : . 3.20 3.10
Mortality assumptions: ‘ ‘

The mortality assumptions used at 31 December 2018 are based on the S2NXA tables, with the CMI_2016 projections
and a 1-year age rating for male members of the SGS Pension Scheme.

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

Valuation at

2018 2017
years years
Retiring today: o
Males . ' 22.00 21.26
Females ' : - 22.00 21.26
Retiring in 20 years: ‘ _ . ,
Males - o . o : 23.15 22.97
Females ' ‘ : ‘ 23.15 22.97
Amounts recognised in the profit and loss account in respect of these defined benefit schemes are as follows:
’ ' 2018 . 2017
£000 £000
Current service cost ) o (1,080) (731)
Net finance income ’ 587 409
Past service cost _ ' (2,223) -
(2,716) (322)
Recognised as other comprehensive (loss)/ income : - . o (3,292) 7,602
Total comprehensive (loss)/ income relating to defined benefit scheme . __— (6,008)  -7,280
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22. Retirement benefit schemes (continued)

The amount included in the balance sheet arising from the company’s obligations in respect of its defined benefit

retirement benefit schemes is as follows: -

Present value of defined benefit obligations
Fair value of scheme assets

Net asset recognised in the balance sheet

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

At 1 January

Service cost

Interest cost

Actuarial losses

Contributions from scheme participants
Settlement payments from plan assets
Benefits paid . :

Experience ‘adjustments

Past service costs.

At 31 December

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

At 1 January

Interest income

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

Settlement payments from plan assets

At 31 December

2018 2017
£000 £000
(149,537)  (158,881)
166.058  180.726
16,521 21,845
2018 2017
£000 £000
158,881 170,854
1,080 731
4.077 4873
(8.656) 146
208 311
Ll (12,967)
(8487) (4,555
111 12)
2233 A
149,537 158,881
2018 2017
£000 £000
180,726 184,599
4664 5288
(12.065) 7,006
922 1,044
208 311
(8,487) (4,555)
S (12,967
166,058 _ 180,726
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- 22.  Retirement benefit schemes (continued)

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

¢ . - _ Fair value of assets

2018 2017
£000 £000
Cash and cash equivalents : . 3,057 649
Equity instruments ' ' - 52314 39,115
Debt instruments - ) 110,687 99,858
Other : . - , ) - 41,104

166,058 180,726

23. Contingent liabilities

. The company has given a joint guarantee 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 Baseefa 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 2018, the company’s joint and
several contingent liability was £1,000,000 (2017: £1,000,000). The directors do not consider that any hablhty will
arise under the guarantee.

24.  Related party transactions

The company has taken advantage of the exemptions provided by FRS 102 section 33 ‘Related Party Dlsclosures and
has not disclosed details of transactions with members of the SGS SA group of companies, as all transactions are with
members of the company who are 100% owned subsidiaries of SGS SA.

- 25, Controllmg party

The immediate parent undertaking of SGS United ngdom 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 ultimate 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 are prepared is
SGS SA. Copies of the financial statements of SGS SA are available from' 1 Place des Alpes, B.P.2152, CH-1211
Géneve 1, Switzerland, which is the registered office of SGS SA
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