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ABS Europe Limited

Strategic Report

The Directors present their Strategic and Directors’ reports and the financial statements for the year ended
31 December 2022. Together, they form the annual report and accounts.

Principal activities

The Group's principal activities in the year under review were the testing and surveying of vessels and
other structures, together with industrial verification and consulting services, primarily for the benefit of the
maritime industry within Europe and Africa.

Business review

The key financial and other performance indicators during the year were as follows

2022 2021 Change

£000 £000 %
Turmover 57,248 55,316 4%
Gross Profit 9,740 8,683 12%
Gross Profit % 17% 16% 1%
Operating Expenses {54,020) (52,640) -3%
Operating Profit 3,228 2,676 21%
Other Financing Income/(Expense) 901 (2,664) -134%

The tumover generated by the Company’s operations has remained stable during the year. An increase in
Cost Plus revenue from the increased cost base has contributed to a revenue growth of £4.4 m. The
continuing political uncertainty resulting from the Eastem European conflict did not have a major impact on
the Company. During the year, ABS transferred the Inspection and Quality Services from ABS Group Lid,
the result of this change was a £3.2m decrease in tumover.

Other financing income for the year totals £901,000. This includes the effect of the impact in foreign
exchange movement on the translation of balances and transactions, including intercompany balances,
and the net interest income/ (expense) on defined benefit assets/ (liabilities). In common with previous
periods,.the Company settled a significant proportion of the intercompany balances that it had with its
parent, American Bureau of Shipping (ABS) in order to mitigate ABS Europe Ltd’s exposure to foreign
exchange movements. Further details regarding the above are outlined in the Principal risks and
uncertainties section below.

Principal risks and uncertainties

For ABS Europe Ltd and its subsidiaries, namely: ABS Hellenic Single Member Ltd (Hellenic), ABS italy
Sri (Italy Srl) and ABS Europe (Ghana) Upstream Limited (ABSEGU Limited) operating profit margin risks,
arising from a downturn in the shipbuilding business, have been to a great extent mitigated through the
adoption of a cost plus pricing arrangement with the parent undertaking. However, in the event of a
significant downturn in business, future profits could be impacted by a reduction in the cost base of these
companies (and the resulting reduction in turmover).

With effect from year end ended 31 December 2016, The American Bureau of Shipping (ABS) and ABS
Europe Limited (ABSEL) entered an agreement to settle outstanding USD denominated intercompany
assets/ liabilities by assigning the USD balances a local currency equivalent value at the end of the year.
In doing so, the foreign currency risk attached to those USD denominated intercompany assets/ liabilities
held by ABSEL, is transferred to ABS. Any net residual balance is held by ABSEL in local currency. A
similar process has been undertaken during 2022. The effect of this on the accounts of ABSEL is to
eliminate large opposing intercompany balances denominated in US dollars and local currency and
consequently reduce exposure to the inherent foreign exchange risk. In 2019 this agreement was extended
to cover foreign exchange movements in ABSEL's branch in Angola.
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Strategic Report (continued)

In addition, ABSEL, Hellenic, ltaly Srt and ABSEGU Limited are exposed to risks arising from the continued
existence of its sole customer and parent, the American Bureau of Shipping (ABS). The Directors consider
that the risk of reliance on one revenue provider is low with revenues guaranteed through its cost plus
agreement and the strong liquidity position of its one client, ABS. The businesses have a very low credit
and litigation risk profile as much of this exposure is with ABS. However, this profile could be indirectly
affected by events that challenge ABS.

The effects of movement in exchange rates are mitigated by matching revenue and expense currencies
whenever possible.

Whilst ABSEL will not be directly impacted significantly by climate change, it recognises that the
- shipbuilding business and shipping industry could be impacted, especially with the reduction in use of fossil
fuels.-ABS sees this as an opportunity to offer new services with its industry-leading suite of marine and
offshore sustainability services.

ABSEL operates in certain regions where this is a risk arising from political uncertainty. This was considered
when making the decision to close the Russian branch in 2023. The new situation of the conflict in Sudan
is being closely monitored for escalation to the surrounding region, where ABSEL operates, to mitigate the
risk.

Section 172(1) Companies Act 2006 statement

A director of a company must act in the way he or she considers, in good faith, would be most likely to
promote the success of the company for the benefit of its members as a whole, and in doing so have regard
(amongst other matters) to:

a) the likely consequences of any decision in the long-term;

b) the interests of the company’s employees;

c) the need to foster the company’s business relationships with suppliers, customers

and others;

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

e) the desirability of the company maintaining a reputation for high standards of business
conduct; and

f) the need to act fairly as between members of the company.

Stakeholder Engagement

The Board has identified key stakeholders (as set out in this statement) and undertook a variety of activities
to engage with stakeholders during 2022. Details are set out below, together with additional information on
related engagement activities undertaken with ABS & affiliated companies (ABSAC) which impacted
ABSEL.

Customers/ Shareholders

The Company’s parent company, ABS, is also our main customer. The Company recognises its contribution
to the overall success of ABSAC. The ABSAC reporting structure means that The Board, regularly report
into and have regular communication with senior management of ABSAC to achieve the defined goals of
ABSAC.

Employees

Employees are the biggest asset to the Company, without which, it would not be able to deliver its service
to its customer. The Company uses technology to engage with its employees. The quarterly “Chairman’s
Message” continued to keep employees informed about what was happening within the Company, gave
an overview of company performance, spoflighted operations around the company and also gave the
opportunity for questions to be answered by the Senior Management. A survey found that employees were
in favour of this type of regular communication continuing post-pandemic. Regular meetings between
managers and their direct reports’ and the structured annual employee performance evaluation process
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Strategic Report (continued)

enable concemns from employees to be passed up to senior management The digital newsletter (ABS
Insider) ensures that staff remained informed and engaged about what is happening in ABSAC.

ABSAC employees have access to the Linkedin Leaming platform giving them a wide range of content with
which to undertake professional development training. This is in addition to the Beacon career development
program rolled out in 2019. This framework is designed to facilitate ongoing leaming for all employees,
enabling staff to build and manage their careers.

Within the Engineering and Finance functions there are Engagement Champions teams to facilitate
engagement across ABSAC.

Safety and People are two of the ABSAC Values, so the safety of our people is paramount. With the input
and the participation of our workers, we are committed to continually improving the effectiveness of our
Health, Safety, Quality and Environmental (HSQE) performance and management system. This is achieved
by identifying risks and opportunities that help to eliminate hazards and reduce risks and by providing safe
and heaithy working conditions for the prevention of work-related injury, ill health and pollution. Employee
meetings are held in our offices on a regular basis with a safety topic being discussed at the beginning of
any larger office group meetings. There is regular HSQE training delivered to all employees and employees
are encouraged to report incidents on the internal online Health & Safety Incident Management System.
Recognition awards are given to employees acting as leaders in the capacity of health and safety.

We strive to achieve zero lost time accidents annually. For 2022, ABSAC, globally achieved a Lost Time
incident (LTI) rate of 0.17 (2021: 0.37) (per million hours) and a Total Reportable Incident (TRI) Index of
0.44 (2021: 0.49)(per 200,000 hours). The TRI Index was worse than the target for the year of 0.3 and the
LTI rate was better than the target of 0.20 for the year. In order to improve the safety performance, our
annual Safety Day was held in October 2022 to remind and re-commit ourselves and as an organisation to
safety. The meeting discussed recent top hazards encountered, how to prevent accidents or injuries, and
the importance of being “safety present.” Weekly Safety Messages, containing different safety topics each
week, will continue to be shared in 2023.A Safety Culture Survey is being conducted at the beginning of
2023, any improvements and initiatives from this exercise will be implemented during the coming year.
ABSAC holds the ISO 45001:2018 certificate which demonstrates compliance with the new global standard
recognising the management system for a safe and healthy workplace.

Pension Schemes and Pensioners

The board takes direct responsibility for safeguarding the interests of employees, former employees,
pensioners and the Company’s obligations to its defined benefit pension schemes. This includes ensuring
that Pension Trustees include employee representation.

Suppliers

Procurement of goods and services is an important part of the Company’s business operations and can
deliver significant value through a consistent approach to planning and implementation of procurement best
practices. The Company has a defined procurement policy and is dedicated to the highest standards of
ethical conduct, which go beyond the written word. ltis the Company’s goal to remain in good standing
with our suppliers. Our payment practice is to pay invoices once approved before due dates. Regular
assessment of a supplier’'s performance during any contractual engagement ensures that the relationship
remains not only competitive but mutually beneficial.

Community and Environment

The mission of ABSAC is to serve the public interest as well as the needs of our members and clients by
promoting the security of life and property and preserving the natural environment. As the global maritime
industry continues to transform, digital technologies will be a key enabler in our quest to build a cleaner,
better, and more safe and sustainable future. in this rapid evolution of technotogy, ABSAC is well-positioned
as a technical and safety leader. The core engineering and technology competence of our people and the
wealth of experience they bring to problem-solving is a key differentiator for us. That's why at ABSAC we
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Strategic Report (continued)

are focused on continuing to develop our employee base to be best in class through continuous learning,
training and preparation to support our commitment to set standards of excellence as a leader in maritime
safety — now and in the future.

ABSEL operates an Environmental Management System which complies with the requirements of ISO
14001:2015, with each office maintaining a local list of Environmental aspects that are managed and
measured.

Business Conduct

One of our most important assets at ABSAC is our reputation for ethical and reliable service. it affects every
aspect of our business and operations. Whether we are providing classification services, assisting clients
with asset integrity and reliability, certifying systems or processes, or engaging in any number of other
tasks, the industries we serve count on us to provide an independent and impartial view that can be trusted.

Our day-to-day business is guided by the relentless focus on Safety, People, Integrity, Reliability,
innovation, Teamwork and Quality. The Code of Ethics is applicable to all employees of ABSAC and its
affiliates. The Code also applies to third parties who work on behalf of the Company, such as agents,
independent contractors and other non-employee representatives.

Principal Decisions

ABS Europe Ltd (ABSEL) recognises the importance of engaging with stakeholders to help inform strategy
and Board decision making. Relevant stakeholder interests help inform strategy and Board decision
making. Relevant stakeholder interests including those of employees, suppliers, customers and others are
taken into account by the Board when it takes decisions.

ABSEL defines principal decisions as those that are material, or of strategic importance, to ABSEL, and
also those that are significant to any of its key stakeholder groups. As a subsidiary company, principal
decisions are delegated to senior management at parent company level and also within the Company. The
Board consists of directors which form part of this senior management group and formally approves
decisions affecting the Company where legally required. .

How stakeholder interests have influenced decision making

The company has operated a flexible remote working policy during the year. This continues to benefit the
company and staff, with employees spending their working week split between home and the ABS offices
which reopened during 2022.

The ABSEL board was engaged in the review of operations which concluded that the Technical Inspection
and Verification service line, operated through its subsidiary ABS Group Ltd, is no longer core to the
business. This service was transferred from ABS Group Ltd along with the Quality Evaluation business
during 2022 to affiliated UK entities. The interests of the employees were considered when making the
decision subsequently post-transfer of the business.

iy 1 o

Director

Date: 25 May 2023
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Directors’ Report

Research and development

The Group and the Company do not undertake research and development activity as any such activity is
carried out by the parent organisation in the US.

Results and dividends
The profit for the year, after taxation, amounted to £5,006,000 (2021: loss of £2,017,000).

During the period, the Company paid no dividend (2021: nil) and the increase in retained eamings for the
year of £5,006,000 (2021: decrease of £2,017,000) plus the other comprehensive income of £3,523,000
(2021: £2,557,000) have been taken to reserves.

Future developments

Aithough the market for classification services continued to be challenging in 2022, ABSEL’s Operating
Profit should be largely protected from the worst effects due to the presence of fixed profit margins and
reduced risk of debtor default as it transacts with its parent company.

The main trading activity of ABS Europe Ltd is that of the provision of support services within the UK, EU
and Africa to a customer based in the United States. These services are not subject to EU regulation or
control and do not rely on barrier free access to the European Market by the UK or vice versa.

The parent company will support ABSEL through the expected difficult market conditions and politicat
uncertainty resulting from the Eastern European conflict. In early 2023 ABS decided to close down the
Russian Branch of ABSEL.

The revenue of ABS Marine Services Ltd increased by 138% in the year due the development of new
services and markets. This growth combined with continued control over fixed costs delivered an 11%
operating margin. ABS Group |td ceased trading in the UK when its service lines were transferred to other
ABS entities during 2022 and it will become a dormant entity during 2023.

Provision of information to auditors

Each of the persons who are directors at the time when this Directors' report is approved has confirmed
that: ‘

e so far as that director is aware, there is no relevant audit information of which the Company and
the Group's auditors are unaware, and

« that director has taken all the steps that ought to have been taken as a director in order to be aware
of any information needed by the Company and the Group's auditors in connection with preparing
their report and to establish that the Company and the Group's auditors are aware of that
information.
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Directors’ Report (continued)
Employees
Regular meetings are held with representatives of the UK employees.

All Company employees participate in a non-contractual bonus scheme, which is related to the performance
of the Company.

Health and safety matters are given special attention by the Group and it is Board policy to ensure that
continued employment is offered, wherever possible, to employees who become temporarily disabled and
special amangements are made for those permanently disabled, including training and career development.

ABS Europe Ltd is an equal opportunity employer prbviding every qualified applicant with consideration for
job openings without regard to race, colour, religion, gender, national origin, age or marital status.

All Group companies require highly trained employees, and we have a range of benefits, including a final
salary pension scheme, to attract and retain our employee base.

Streamlined Energy and Carbon Report (SECR)
UK energy use and associated greenhouse gas emissions

Current UK based annual energy usage and associated annual greenhouse gas (“GHG”) emissions are
reported pursuant to the Companies (Directors’ Report) and Limited Liability Partnerships (Energy and
Carbon Report) Regulations 2018 (“the 2018 Regulations”) that came into force 1 April 2019.

Organisational boundary

In accordance with the 2018 Regulations, the energy use and associated GHG emissions are for those

assets owned or controlled within the UK only as defined using the operational control boundary. This

includes the 4 offices in Aberdeen, London, Newcastle, and Warrington along with mandatory inclusion of
scope 3 business travel in employee-owned or rental vehicles (grey fleet).

Reporting period

The annual reporting period is 1 January to 31 December each year and the Group has taken the
opportunity to voluntarily report on energy consumption and emissions back to 2015.

Quantification and reporting methodology

The 2019 UK Government Environmental Reporting Guidelines and the GHG Protocol Corporate
Accounting and Reporting Standard (revised edition) were followed. The 2022 UK Government GHG
Conversion Factors for Company Reporting were used in emission calculations were used in emission
calculations as there relate to the majority of the reporting period. This report has been reviewed
independently by Briar (Briar Consulting Engineers Limited).

Electricity consumption was based on invoice records and meter reads and gas consumption was
estimated using the TM46 benchmark, while mileage records were used to calculate energy and emissions
from fleet vehicles and grey fleet. Gross calorific values were used except for mileage energy calculations
as per Government GHG Conversion Factors.

The emissions are divided into mandatory and voluntary emissions according to the 2018 Regulations,
then further divided into the direct combustion of fuels and the operation of facilities (scope 1), indirect
emissions from purchased electricity (scope 2) and further indirect emissions that occur as a consequence
of company activities but occur from sources not owned or controlled by the organisation (scope 3).
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Directors’ Report (continued)

Base Year

The year ESOS Phase 1 year (2015) is chosen as the base year due to the completeness and accuracy of
data reported in accordance with ESOS Phase 1. The base year will be retroactively recalculated in the
event of significant changes to the company (5%), such as structural changes, changes in methodology or
improvements in the accuracy of data.

Breakdown of energy consumption used to calculate emissions (kWh):

2015 2021 2022
Natural gas 574,345 190,524 207,996
Electricity 876,679 108,688 111,688
Transport fuel 438,277 , 277,884 241,016
Total gross energy consumed 1,889,301 577,096 560,700

Breakdown of emissions associated with the reported energy use (tCOe)

2015 2021 2022
Scope 1
Gas 106.2 349 38.0
Company owned vehicles 42.0 0.7 0.4
Total Scope 1 148.2 35.6 38.4
Scope 2
Purchased electricity (location based) 429.9 23.1 216
Total Scope 2 429.9 231 21.6
Scope 3
Category 6: Business travel (grey fleet) 63.0 68.6 ' 57.3
Total Scope 3 63.0 68.6 57.3
Total gross emissions 641.1 127.3 117.3
Intensity ratio (mandatory emissions only)
Tonnes of Cdze per million-pound revenue 8.7 7.4 7.1

- —--— -~ Intensity Ratio -— — - === == — ="

The intensity ratio is total gross emissions in metric tonnes CO,e (mandatory emissions) per total million-
pound (£m) revenue. The tumover relates to UK operations only to align with the energy and emission
reporting boundary. This financial metric is considered the most relevant to the Group’s energy consuming
activities and provides a good comparison of performance over time and across different organisations and
sectors.
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Directors’ Report (continued)
Energy efficiency action during current financial year

The Group is committed to reducing emissions and this year has seen the implementation of the following
energy efficiency measures:

The Newcastle office has had the replacement of old lights with LED lights over this reporting year.
The London office have also switched all traditional fighting to LED lights. '
The Aberdeen office has installed a light switch so that automatic lights are not used as a smaller
desk lamp is used usually and therefore this reduces energy consumption.

Going concermn

ABSEL, Italy Sr, Hellenic and ABSEGU Limited have agreements in place with The American Bureau of
Shipping (ABS) to provide services on a basis that should considerably reduce the Group’s exposure to
external economic risk. The arrangements provide for a stable margin with respect to operating costs of
" the business which flexes up or down in line with increases or decreases in the cost base. This is a low-
risk cost provider model, with revenue determined by applying a margin to the cost base due from ABS,
ensuring that an operating profit should be made going forward.

In considering whether it is appropriate to prepare the financial statements on a going concern basis the
directors have considered the expected future performance and cashflows of the business. The Maritime
Industry will continue to be affected by the political uncertainty in Eastern Europe. On the basis that there
is uncertainty within the markets where ABSEL operates, the Directors have requested, and received, a
letter of support from ABS which confirms the willingness of the parent to provide the necessary financial
support for a period of at least 12 months from the date of approval of the financial statements.

in light of the continued negative economic impact of the Eastern European conflict, the directors have
considered the financial strength of the parent company and have had specific regard to its current liquidity
position and annual expenses, concluding that ABS has sufficient financial resources to meet the expenses
of all of its companies, including ABSEL, for at least 12 months following the signing of these accounts.
Directors

The Directors shown below held office during the period from 1 January 2022 to the date of this report.
Karel van Campenhout (resigned 15 March 2022)

Philip Midgley-Carver

Arinjit Roy (appointed 15 March 2022 and resigned 11 August 2022)

Dhaval Mehta (appointed 11 August 2022)
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Directors’ Report (continued)

. Statement of directors’ responsibilities

The Directors are responsible for preparing the Strategic Report, the Directors' Report and the financial
statements in accordance with applicable law and regulations.

Company law requires the directors to prepare financial statements for each financial year. Under that law
the directors have elected to prepare the financial statements in accordance with United Kingdom Generally
Accepted Accounting Practice (United Kingdom Accounting Standards and applicable law). Under
Company law the directors must not approve the financial statements unless they are satisfied that they
give a true and fair view of the state of affairs of the Company and the Group and of the profit or loss of the
Group for that period. In preparing these financial statements, the directors are required to:

« select suitable accounting policies and then apply them consistently;
 make judgments and estimates that are reasonable and prudent;

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

« prepare the financial statements on the going concem basis unless it is inappropriate to presume
that the Group 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 Group 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 the Group and hence
for taking reasonable steps for the prevention and detection of fraud and other irregularities.

Auditors

in accordance with section 485 of the Companies Act 20086, a resolution proposing that Bennett Brooks &
Co Limited be re-appointed as auditor to the Company will be put at a General Meeting.

This report was approved by the board and signed on its behalf.

fily M

Director

Date: 25 May 2023
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INDEPENDENT AUDITORS’ REPORT TO THE MEMBERS OF ABS EUROPE LIMITED

Opinion

We have audited the financial statements of ABS Europe Limited (the “parent company”) and its
subsidiaries (the “group”) for the year ended 31 December 2022 which comprise the Consolidated Income
Statement, the Consolidated Statement of Comprehensive Income, the Consolidated Balance Sheet, the
Company Balance Sheet, the Consolidated Statement of Changes in Equity, the Company Statement of
Changes in Equity and the Notes to Financial Statements, including a summary of significant accounting
policies. The financial reporting framework that has been applied in their preparation is applicable law and
United Kingdom Accounting Standards including FRS 102 “The Financial Reporting Standard applicable in
the UK and Republic of Ireland” (United Kingdom Generally Accepted Accounting Practice).

In our opinion, the financial statements:

e give a true and fair view of the group’s and of the parent company’s affairs as at 31 December 2022
and of the group’s profit for the year then ended;

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

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

Basis for opinion

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

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

Conclusions relating to going concemn

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

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

Our responsibilities and the responsibilities of the directors with respect to going concern are described in
the relevant sections of this report. .
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INDEPENDENT AUDITORS’ REPORT TO THE MEMBERS OF ABS EUROPE LIMITED (CONTINUED)
Other information

The directors are responsible for the other information. The other information comprises the information
included in the Strategic Report and Directors’ Report, but does not include the financial statements and
our Independent Auditors’ Report thereon.

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

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 this gives rise to a material misstatement in the financial statements themselves. If, based on the
work we have performed, we conclude that there is a material misstatement of this other information, we
are required to report that fact.

We have nothing to report in this regard.

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

« the information given in the Strategic Report and the Directors’ Report for the financial year for which
the financial statements are prepared is consistent with the financial statements; and

+ the Strategic Report and Directors’ Report have been prepared in accordance with applicable legal
requirements. . ’
Matters on which we aré required to report by exception

In the light of the knowledge and understanding of the group and the parent company and its environment
obtained in the course of the audit, we have not identified material misstatements in the Strategic Report
or Directors’ Report.

We have nothing to report in respect of the following matters in relation to which the Companies Act 2006
requires us to report to you if, in our opinion:

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 parent company financial statements are not in agreement with the accounting records and returns;
or

+ certain disclosures of directors’ remuneration specified by law are not made; or

+ we have not received all the information and explanations we requ