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Finanaal highlights

Powering Ahead

Solid full year performance in 2015

e Improved organic growth performance
 Cost discipline delivers margin improvement
* Adjusted diluted Earnings per Share' (EPS) up 6 5%

s Strong cash conversion at 136% and disciplined capital allocation
» Full year dividend per share of 52 3p, an increase of 6 5%
» Non-cash impairment of £577m in Industry Services

Revenue (fm)

Adjusted operating profit’ (£Em)

+3.5%

+5.9%

Adjusted operating margin’ (%)

Cash conversion' 2 {%}

+40bps

136%

Adjusted diluted EPS' {pence)

Dwvidend per share® (pence)

+6.5%

1 Adusted operating profit, adjusted cperating margin cash conversion and adjusted
diluted earmuings per share { EPS ) are stated before Separately Disclosed ltems which
are descnibed it note 3 to the financal statements Statutory operating loss was
£283 5Sm (2014 prolit £276 6m) and statutory dituted loss per share in 2015
was (224 2}p (2014 dduted EPS $08 8p)

INTERTEK GROUP PLC ANNUAL REFORT AND ACCOUNTS 2005

+6.5%

2 Cash conversion is calculated as adjusted cash flow fraom operations before speaal
contnbutions to pensions drded by adjusted operating profit

3 Dwidend per share for 2015 1s based on the intenm dvidend paid of 17 0p {2014 16 0p3
plus the proposed final dwvidend of 35 3p (2014 33 1p)
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Intertek timeline

- Building On Our Heritage

Intertek’s history dates back over 130 years to some of
the world's early pioneers in scientific nnovation and trade

750

{aboratones and offices

10,500

employees

A

® Caleb Brett
(UK) founded

Caleb Brett founded a marne
surveying business in 1885 1o offer
independent testing and certification
of grain cargo aboard ships and
vessels prior to shipment

intertek enters
the FTSE 100
for the first tme

£1bn

Revenue
exceeds £1bn

2008 == 2000 = 2011

® Intertek listed on
London Stock Exchange
and becomes Intertek
Group plc

Market captalisation of £614m
joiming the FTSE 250 i the
Support Services sector

2002 <

ACQUISITION )
Moody International
{2,500 new employees)

Y

 Inchcape Testing Services
bought by Charterhouse

1996

P

® Charles Warnock
Company {Canada}
founded

Charles warnock established
a steel products inspection
company In Montreal, Canada

1885 == 1888 mmdmmm (800 re———— (05 == (97 >

Milton Hersey
(Canada) founded

In 1888, Milton

Hersey established a
small chemical testing
laboratory m Montreal,
Canada, pioneenng the
dea of independent
testing laboratories

02 OVERVIEW

Edison Lamp Testing
Bureau (USA) founded

In 1896 Thomas Ediscn one of
history s foremost innovators,
established the Lamp Testing
Burgau later named the Electrcal
Testing Labaratories (ETLY which
15 the "ETL mark that Intertek
apples today

SEMKO (Sweden) founded

SEMKO 15 founded in Sweden to provide
electncal and electronic product safety
testing SEMKO registers the S-Mark It
becomes a product testing organisation
accredited by the Swedish government
for its mandatory certfication

INTERTEK GROUP PLC ANNUAL REPORT AND ACCOUNTS 2015




Intertek in 2015

MIIAYINO

2015 > f£2lebm

broadens across other
consumer goods

INTERTEK GROUP PLC ANNUAL REPORT AND ACCOUNTS 2015

Revenue
Employees Adjusted Profit
Professional Service Industnes, Inc
Leading US-based prowider of testing and I 7
assurance services 1o commercial and vl
construction markets Countres Labs and Offices
SEMKO Warnock Hersey ETL Testing
Laboratories
— 1994 < 1992 S 1988
® Warnock Hersey (Canada) founded ACQUISTION > ACQUISTION > ACQUSTON >
In 1954 Milton Hersey and Charles Warnock merge Caleb Brett Foreign Trade | Intertek Testing
their comparies to create “Warnock Hersey' k
one of the largest testing and mnspection entities Standards Services, Interte
in Canada (1954) The company expands into Government Services International
menerals, lumber testing and the US market Trade & Inspectian Government Trade &
Services {(UK) Inspection Services (US)
e 1954 == 1973 > 1984-87 mdmm 1984-87 = 1984-87

Inchcape establishes & Inchcape Testing

Labtest {(Hong Kong) Services formed

Labtest onginally focuses Inchcape expands through

on textile testing and later a senes of acquisitions

OVERVIEW 03



Strategic report — Our Mission

Our Mission

Our mussion is to exceed our customers’ expectations with innovative
and bespoke Assurance, Testing, Inspection and Certification services
for their operations and supply chain

Assurance Testing

Assurance ensures our customers Testing 1s evaluating how products
iIdentify and mitigate the intrinsic risk and services meet and exceed quality,
In their operations, supply chain and safety, sustainability and performance
quality management systems standards

Inspection Certification

Inspection is validating the specifications, Certification Is certifying that products
value and safety of raw materials, and services meet trusted standards
products and assets

04  STRATEGIC REPORT INTERTEK GROUP PLC ANNUAL REPORT AND ACCOUNTS 2015




OUR PURPOSE:

OUR VISION:

Bringing Quality
and Safety to Life.

To Become the World'’s
Most Trusted Partner
for Quality Assurance.
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Strategic report — Our culture

Living Our

Customer-Centric Culture

We want to leverage our
passionate culture to deliver a
superior custormer service with
engaged employees, excellence,
diversity, Innovation, agility,
teamwork and collaboration

06 STRATEGIC REPORY

In a decentralised and diverse
global service business fostering
the right customer-centric culture
will make our Total Quality
Assurance proposition a strong
competitive advantage

We have revisited our values to
drive the nght cultural behaviours
and we have identified five values
that are true to who we are

INTERTEK GROUP PLC ANNUAL REPORT AND ACCOUNTS 2015




We are a global

family that values
diversity

We always
do the right thing
With precision, pace
and passion

We trust each
other and have
fun winning
together

INTERTEK GROUP PLC ANNUAL REPORT AND ACCOUNTS 2015

Weownand
shape our future

We create
sustainable growth
For All

STRATEGIC REPORT 07
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Strategic report — Market context

Attractive Global Growth
Opportunities within the
Quality Assurance Market

Growth Opportunities

08

We see four key attractive growth opportunities in the
Quality Assurance Market

s First, the structural growth drivers in both Assurance,
and Testing, Inspection and Cerbfication ('TIC')
taking advantage of our customers’ needs for
Total Quality Assurance,

« Second, growing our market share with existing
customers and through providing additional services
across more products or projects and a wider coverage
of the supply chain,

« Third, gaining new customers and convincing those
businesses performing in-house testing that they
should outsource, and

» Faurth, leveraging our hughly cash-generatve
business model and strong balance sheet through
selective acquisitions

We are extremely well-positioned to take advantage of
the growth opportunties in the Quality Assurance market
and deliver GDP plus organic revenue growth over the
medium 1o long term given our broad service portfolio,
our technical expertise and global network of faciities

STRATEGIC REPORT
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The Qualty Assurance Market

Market size

$250bn

We estimate that the wider market opportunity for our
Assurance, Testing, Inspection and Certification (ATIC)
solutions 15 $250bn with significant growth opportunities

It 1s currently dominated by in-house testing, while the
external market 1s extremely fragmented

Structural Growth Drivers

Assurance

@ Increased corporate focus on risk
Outsourang of supply chan
Focus on ethical supply
Sustainabibty of supply chain

Increased management and board focus on
nsk management

OB ONCHCHNO

Increased shareholder requests for transparency
on risk management and quality assurance

Testing, Inspection, Certification
@ Increased volume and depth of TIC

Global trade

Regulatory changes

Increased quality standards

Consumers’ / customers’ focus on sustanability
Innovation driving product vanety

E-commerce

Technological development

Growth in domestic demand 1in emerging markets

ONCROCNCRONONONONCO)

Growth in energy demand

STRATEGIC REPORT 09
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Strateqic report — Our sectors

Offering Assurance, Testing,
Inspection and Certification
Solutions Across Three Sectors

Our Sectors
Sector Business Lines Contribution Outlook
 Structural drivers indude Softhnes, Hardlines, Electrical &  Group revenue COHtfﬂUII’Ig
quality soluttons and sustainabriity Wireless, Business Assurance, 0
demand, R&D, regulatton, brand Building & Construction, 51 A) QFOWth from
and supply chain expansion and Transportation Technologies, expandlng
nsk management Chermicals & Pharmaceuticals, ~ Group operating t t
Product Assurance, Food profit investment in
and Health, Envronmental 9] quahty and
& Regulatory Services O Innovation
« Structural divers indlude global GDP Cargo & Analytical Group revenue Global and
growth, quality and quantity control Assessment, Agriculture, 0
requirements during transportation Government & Trade Services 2 5 A) reglonal trade
c flow growth
roup operating
profit
0/
22%
* Structural dnivers include capex Industry Services Group revenue Long—term
& opex investment, increased and Minerals 9]
resources actwity and long-term 24 /0 QFOWth

demand for energy

10 STRATEGIC REPORT

Group operating
profit

10%

INTERTEK GROUP PLC ANNUAL REPORT AND ACCOUNTS 2015



Strategic report — How we create value

Intertek Total Quality
Assurance Proposition

1H0d3Y /93 LVHIS

Compelling customer offering

The Intertek Total Quality Assurance Proposition 1s a compelling customer
offering and includes

» A global Netwark of State-of-the-Art Fachties

¢ Industry-Leading Techrical Expertise

* Total Quality Assurance with Assurance, Testing, Inspection and Certification
('ATIC") services

« Innovative and Bespoke ATIC solutions in the Products, Trade and
Resources sectors

* Superior Customer service 24/7 fuelled by Industry-winning processes
and our customer-centnc culture

Our Total Quality Assurance Proposition provides a systemic approach to
supporting our customers’ Quality Assurance efforts in each of the areas
of therr operations including R&D, raw materials, sourcing, components
suppliers, manufactuning, transportation, distnbution and retail channels
and consumer management

We deliver our independent, innovative and bespoke Quality Assurance solutions
for our customers’ operations and supply chains 24 hours a day, 7 days a week
across 100 countnes

intertek Customer Promise

Our Innovative Assurance, Testing, Inspection
and Certification solutions delivered 24/7 with
precision, pace and passion enabling you to
power ahead safely

INTERTEK GROUP PLC ANNUAL REPORT AND ACCOUNTS 2015 STRATEGICREPORT 11




Strategic report — Our strategy
Our 5x5 Strategy for
Sustainable Growth
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Intertek @ Strategy

N

To seize the exating ATIC growth opportunities ahead and deliver our
Total Quality Assurance Proposition, we have developed our 5x5 strategy
based on 5 clear strategic priorities and 5 enablers

Qur 5 Strategic Prionties QOur 5 Enablers

Living Our Customer-

Strong Brand Proposition Centric Culture

Disciplined Performance

Superior Customer Service
Management

Effective Sales Strategy Superior Technology

Growth- and Margin-

- . Energising Our Peopl
Accretive Portfolio nergising Our People

U1 X Ul

Delivering Sustainable
Operational Excellence Results, Everywhere,
Every Day

INTERTEK GROUP PLC ANNUAL REPORT AND ACCOUNTS 2015 STRATEGIC REPORT 13
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Strategic report
Chairman’s statement

”

14

This has been an important year for the
quality assurance market and for
Intertek as highlighted by the number
of news reports around the world
frequently focusing on questions about
quality As a global business operating
with more than 41,000 people in over
100 countries in three main sectors of
the economy — Products, Trade and
Resources — Intertek has continued to
help our customers meet the
challenges they face by providing
Independent, innovative and bespoke
quality assurance solutions

Never has there been so much
focus on quality assurance from
consumers, regulators, media,
companies and investors ”

SIR DAVID REID
Chairman

STRATEGIC REPORT

The appointment of André Lacroix in May 2015 has brought
new thinking about the market davers for Intertek and how
our business should evolve to meet the changing needs of
our stakeholders To access the significant structural growth
opportunities opened up by this new approach to the
assurance, testing, inspection and certification market, André
and the executive team have, with the support of the Board,
developed a Total Quahty Assurance Proposition and a new
growth strategy André explains more about the proposition
and strategy in his Chief Executive Officer’s statement In
implementing this strategy, we will retain our capital discipline
and operate with a renewed focis on margin accretive revenue
growth, strong returns and cash generation We plan that this
will deliver positive outcomes for our customers, our people
and our shareholders

2015 PERFORMANCE

Our performance benefited from good growth in our Products
and Trade businesses, while trading conditions remained
challenging in the Resources businesses In 2015, the Group
delivered revenue of £2,166m, an increase of 3 5% over the
prior year Organtc revenue growth at constant exchange rates
was 1 6% Adjusied operating profit rose to £343m, up 5 9%,
and adjusted operating margin was 15 9% compared to 15 5%
in 2014

The Industry Services business continued to face challenges in
the energy infrastructure sector of oll and gas Following a
review of our business a non-cash imparrment charge of
£577 3m has been recorded in the year

The underlying performance of the business was solid with
adjusted diluted earnings per share of 140 7p, up 6 5%

The Board has a progressive dwvidend policy We will seek

to increase the dividend each year in a sustainable way and
maintain a minimum dvidend cover of 2 5 times earnings

On 13 October 2015, we paid an interim dividend of 17 Op
per share (2014 16 0p) At the Annual General Meeting, the
Board will propose a final dwidend of 35 3p per share, which
will make a full year dividend of 52 3p per share (2014 49 1p),
an increase of 6 5%

Thus final dividend will be paid on 3 June 2016 for those
shareholders on the register on 20 May 2016

CASH FLOW AND INVESTMENT

In 2015, the Group continued to generate strong cash flow,
with adjusted cash flow from operations of £466m, an increase
of 15% on the prior year Adjusted cash conversion was 136%
compared to 125% in 2014

The Group invested £112m in new laboratories and equipment
in the year which represents 5 2% of total revenue (2014
£110m, 5 2%) The capital investment programme ensures

we continually position Intertek to capture future growth

Net debt at the year end was £775m, an increase of 22%
on the prior year, largely reflecting the net spend of £231m
on acquisiions

ACQUISITIONS

In line with our pnonties of strengthering our global and local
businesses, Intertek announced the acquisitions of five new
companies in 2015, with four completing during the year

INTERTEK GROUP PLC ANNUAL REPORT AND ACCOUNTS 2015




André provides more detail on acquisittons in his statement

The most significant was the acquisition of Professional
Service Industnes, Inc, a leading US-based prowder of
testing and assurance services to the commeraal and cwil
construction markets

With our strong financial positton we are well-placed to
continue to evaluate strategic acquisition opportunities and to
make smaller, bolt-on acquisitions that bring complementary
services to our portfolio and have the potential to Increase
shareholder value

THE BOARD AND MANAGEMENT

With highly engaged people, having the night person at the
very top of the organsation to lead the business in a world that
15 changing quickly s cntical Appomted on 16 May 2015, our
new Chief Executive Officer, André Lacroix, and the
experienced leadership team have worked with the Board
during the year to develop a differentiated strategy for growth
that meets the needs and demands of our stakeholders

At the May 2015 Annual General Meeting, after serving as
Chief Executive Officer for ten years, Wolfhart Hauser retired
Chnistapher Krught, Chairman of the Remuneration Committee
and Non-Executive Director, also retired after serving for nine
years on the Board

We welcomed GIll Rider to the Board as a Non-Executive
Director and Chair of the Remuneration Committee on 1 July
2015 Gill adds valuable experience to the Board from her
career In both Executive and Non-Executive roles

in other changes to the Commuttees, Mark Willlams was
appointed to the Remuneration and Nomination Commuttees
with effect from 15 May 2015, Alan Brown moved from the
Remuneration Committee to the Audit & Risk Committee on
1 July 2015 and Dame Lowse Makin joined the Nomination
Commuttee on 1 December 2015

SHAREHOLDER ENGAGEMENT

Our ongoing and continuing dialogue with our shareholders
has been a key focus during the year As a Board, we have been
cognisant of the voting results at last year's Annual General
Meeting We took note of the shareholder pushback for the
advisory vote on the Directors’ Remuneration report at the
2015 Annual General Meeting and responded accordingly As a
result, there has been significant engagement with our
shareholders and other stakeholders on remuneration matters
and all feedback has been reviewed and taken into
consideration In accordance with regulations and good
corporate governance and following further shareholder
engagement, our Directors’ Remuneration Policy will be
presented for approval by shareholders at the 2016 Annual
General Meeting Detals are set out in the Directors’
Remuneration report on pages 63 to 77

GOVERNANCE
As Chairman, | am committed to seeing Intertek operating with
the highest standards of corporate governance

An independent external evaluation was undertaken of the
Board during the year | am pleased that the results were
positive and confirmed that the Board and the way 1t operates
are effective More information on thss review i1s outlined on
pages 60 and 61 of the Corporate Governance Report

INTERTEK GROWP PLC ANNUAL REPORT AND ACCOUNTS 2015

While all Board appaintments are made on merit, we are strong
believers in the importance of diversity We have strived for
gender diversity among our membership and female Board
members currently compnse 30% of the Board Our Diversity
Policy can be found on our website

SUSTAINABILITY

Sustainable business practices are integral to Intertek We assist
many of the world's leading corporations and best-known
brands in improving the socal, ethical and environmental
impact of their products, processes and supply chains ensuring
quality and safety and thereby protecting their brands

In our own operations, we continue to IMprove our Processes
to monitor our impact on cimate change and have controls in
place to minimise the Group's effect on the environment
through, for example, utilising renewable sources of energy, |
reducing energy consumption and implementing ‘green’ \
waste management practices

140d3Y DI1931vylS

The health and safety of our people 1s paramount and we
have policies in place to ensure staff welfare remains of utmost
importance In 2015, we implemented an online reporting

too! for information relating to health and safety inadents with
these insights shared across the Group to help understand

and reduce acadent rates

INTEGRITY AND OUR PEOPLE

The integrity and ethical conduct of our people 1s at the core
of everything we do and critical to the success of Intertek We
continually review our performance against our robust ethical
policies and control procedures These policies and procedures
help us ensure that good business ethics are embedded across
the Group

The Board recognises that delivenng our new strategy for
growth depends on many factors but people are our greatest
asset We are confident and know that our employees have the
innovative talent and knowledge to build on our traditions to
reahse the full potential of our business Our continuing success
relies upon the commitment, energy, expertise and hard work
of our teams around the globe and on behalf of the Board,

I would like to thank al! of our employees for their continued
dedication and diligence

LOOKING AHEAD

We look to the future with confidence We have articulated
a clear growth strategy to deliver quality assurance solutions
in rapidly changing markets with strong structural growth
drivers Despite current market challenges m some parts of
our Resources business, we believe the Group can continue
to deliver revenue growth, improved margmns, strong cash
generation and attractive returns Supported by the
investments we are making, | am convinced Intertek

will build on its successful hentage to continue to deliver
long-term value for our shareholders

-

I
SIR DAVID RETD i
Chairman l

STRATEGIC REPORT 15



Strategic report
Chief Executive Officer’s review

16

Intertek I1s a business that has
consistently Innovated and evolved to
meet changing needs and demands
Today, consumers are demanding
higher quality and greater
sustainability, regulators are
demanding safer products and better
working conditions, and companies are
focusing on reducing the nisks in their
Increasingly complex operations and
supply chains We are evolving our
Total Quality Assurance Proposition to
address the needs of our clients and
see us seizing the exciting growth
opportunities in our changing industry

“Intertek I1s a growth company
on a ‘good to great’ journey ”

ANDRE LACROIX
Chief Executive Officer

STRATEGIC REPORT

‘I find out what the world needs,
then | proceed to invent it’

So said Thomas Edison, who established the Edison Lamp
Testing Bureau in 1896, one of the founding compares of
Intertek The ability to anticipate future trends has been a
strength of Intertek over the years Staying close to our
customer needs 15 embedded in our day-to-day business to
ensure that, as a company, we remain forward-looking and
relevant in a rapidly changing world This 1s the reason Intertek
has a great hernitage reaching back well over 100 years and over
that time, our purpose, our vision and our mMISsION are
essentially unchanged

Our purpose I1s bringing quality and safety to Iife

Our vision 15 to become the world’s most trusted partner
for quabty assurance

Our mission Is to exceed our clients’ expectations with
mdependent, Innovative and bespoke assurance, testing,
nspection and certification services for ther operations
and supply chains Globally 24/7

2015 PERFORMANCE

We are pleased with the progress of the Group and we
delivered a sohd performance in 2015 Qur orgaruc growth
momentum has improved and we have delivered EPS
growth of 6 5%

The Group remains strongly cash-generative and we have
continued to Invest In growth with capex and M&A In
businesses with goad growth and good margin prospects

Given the continuing challenging trading conditions 1n the
global ail and gas industry, we have taken a £577m non-cash
imparment charge to reflect the uncertanties This one-off
charge has had a matenal impact on our reported profits,
but does not impact the solid underlying performance

of the business

We have a tradition of innovation and as | travel around our
operations across the globe to meet with our employees,
customers, governments and regulators, | expenence this
innovative spint every day across our business

As | have come to know Intertek, | am clear that we have five
fundamental strengths that make our busmess successful

* 3 global network of state-of-the-art facilities

» a powerful portfolio with leadership positions

= the depth and breadth of Quality Assurance solutions
* a high margn, strong cash-generative earnings model
* 3 passionate and entrepreneunal culture

We are a growth company operating in a unique growth
industry We have more opportunities today than ever before -
from consumers demanding higher quality and greater
sustainability, from regulators demanding safer products and
better working conditions, and from comparies focusing on
reduaing the nsks in their increasingly complex operatiens and
supply chains

We have indeed some truly excaiting opportunities to make
Intertek a great company

INTERTEK GROUP PLC ANNUAL REPORT AND ACCOUNTS 2015




CHANGING INDUSTRY DYNAMICS POSITIVE FOR INTERTEK
When companies outsource their supply chain around the
world, t makes them more complicated and complex to
manage As a result, ensuring quality, traceability, ethical supply
and sustainability in the supply chain has become the number
one 1ssue for many businesses In today’s ever more connected
world, problems or issues are quickly disseminated and can be
extremely damaging for any business

As a result, both Board and management focus on risk
management of their operations and supply chain 1s Increasing
And, importantly, it1s on shareholders’ agenda too

In November 2015, Stephanie Pfeifer, chief executive of the
Instituttonal Investors Group on Chmate Change, a group
representing 118 investors with €12tn 10 assets under
management wrote an open letter to EU policymakers stating
that “investors need to be reassured that testing 1s reliable’ so
that they can allocate ‘capital to those entities that are best
placed to deliver endunng value to shareholders’ | truly believe
that 1t 1s only a matter of time before investors ask for more
transparency on risk management and quality assurance

At 1ts core, Testing, Inspection and Certification (TIC') 15
the quahty control of end product formulations, raw matenals,
components and assets However the industry 1s evolving
beyond Quality Control and increasingly indudes Quality
Assurance as corporations increase their focus on the
management of nsk for thew operations and supply chain

Indeed our customers now expect a Total Qualty Assurance
solutton that includes systemic and in-depth Assurance, Testing,
Inspection and Certification for their bustness The TIC industry
15 gradually becoming the ATIC Quality Assurance market,
which, as a market leader in Assurance, Is an exciting
opportunity for our business and Group

Assurance ensures our chents identify and mitigate the
intrinsic fisk n their operations, supply chamn and qualty
management systems

We have over 3,000 auditors and conduct on average
90,000 audits annually delivering assurance through I1SO
certificates and non-ISO evaluations, as well as ensuring
businesses comply with regulations and improve
performance within their supply chains

In addition to Assurance, we provide our customers with
Testing, Inspection and Certifications We do that every day,
around the globe and we do 1t very well We are one of the
market leaders with a global footprint of over 41,000 people
and 1,000 laboratones and offices in over 100 countries

Testing 15 evaluating how the products and serwvices of our
clients meet and exceed quality, safety, sustainability and
performance standards

Inspection is validating the specifications, value and safety
of raw matenals, products and assets

Certification is cerhifying that products and services meet
trusted standards

INTERTEK GROUP PLC ANNUAL REPORT AND ACCOUNTS 2015

ATTRACTIVE GROWTH OPPORTUNITIES
The ATIC Quality Assurance market 1s 3 $250 billion
opportunity with significant growth opportunities

We provide ATIC services to our chents in three distinct
sectors of the global economy that share hroadly common
charactenistics — Products, Trade and Resources — and this
is how we will report our progress going forward

¢ Products is consumer goods, commercial & electncal,
chemtcals & pharmaceuticals and business assurance

» Trade 15 cargo, agriculture, government & trade services

» Resources 15 ol and gas capex and opex-related industry
spend, minerals

LHO4IY DDILVHLS

90% of our operating profit 1s denved from Products- and
Trade-related businesses, both of which are delvering goad
growth fuelled by the higher quality and safety standards
requested by consumers and the growth of global and regional
trade The third sector serviced by our business model,
Resources, has experienced more difficult trading conditions
over the past 12 to 24 menths and, while we expect the market
to remain challenging in the short term, the need to support
the demands of a growing global population means we remain
confident in the longer term outlook for the sector

Given our broad service portfolio, our technical expertise and
our global network of faciities, we are, in my view, extremely
well positioned to take advantage of the various growth
opportunities and to deliver global GDP plus organic revenue
growth over the medium to long term We will do this by
offering a supenor service proposition delivered by passionate
employees and a Total Quality Assurance Solution leveraging
our techrucal expertise and bespoke innovative ATIC solutions

We see four growth opportunities First, the structural factors
that drive growth in quality control such as global trade,
changing regulation, increasing quality standards, consumer or
customer focus on sustainability, innovation, e-commerce, new
brands, and technology as weli as the increased focus of Boards
and management on nisk in their supply chain and operations

Second, growing our market share with existing customers,
through providing additional services, across more products or
projects and wider coverage of the supply chan

Third, gaining new customer contracts and convinang those
businesses performing TIC in-house that they should outsource
We estimate that around four-fifths of the ATIC market,
equivalent to $200 tillion, 15 in-house We talk to these
companies, offering a solution that will enable them to focus
their resources on therr core activities by providing the latest
capabilities and famiharity with the latest regulations As
importantly, we provide independent expertise

The fourth opportunity 1s industry consalidation We have a
highly cash-generative business model and a strong balance
sheet to accelerate organic growth with selective acquisitions

STRATEGIC REPORT 17




Strategic report

Chief Executive Officer’s review continued

INTERTEK TOTAL QUALITY ASSURANCE PROPOSITION
We are providing our clients with independent, innovative
and bespoke quahty assurance solutions for their operations
and supply chains 24 hours a day, 7 days a week across

100 countries

The strength of our Service, Busingss Lings and Countrnies
portfolio gnables us to seize the exciting growth opportunities
in the ATIC Quality Assurance market globally as we offer our
chents a broad base offering of ATIC solutions

The Intertek Total Quality Assurance Proposition 1s a compeliing
chient offering based on

=+ A global network of state-of-the-art facilities,

¢ Industry-leading technical expertise,

* Total Quality Assurance with ATIC services,

* Innovative and bespoke ATIC solutions in the Products, Trade,
Resources sectors, and

* Supenor customer service 24/7 fuelled by Industry-winning
processes and our customer-centric culture

Supertor customer service 15 a key differentiator | beheve that
creating a customer service for our chents will be a true
accelerator of growth We are increasing our effarts to
continuously develop innovative processes to iImprove our
customer service and at the core of this 1s using the Net
Promotor Score ('NPS’) methodology

We want to leverage our passionate culture across our Group
through engaged employees We champion amongst our teams
entrepreneurship, excellence, diversity, innovation, agiity and,
most importantly, we foster a focus on collaboration to create
cross-selling opporturuties and a sustainable business

{strongly beleve that in a decentralised and diverse global
service business, fostering the nght customer-centric culture
will make our Intertek Total Quahty Assurance Proposition

a unique competitive advantage

We have revisited our values to drnive the right cultural
behaviours and we have identified five values that are true to
who we are

* We are a global family that values diversity
» We always do the nght thing With precision,
pace and passion
* We trust each other and have fun winming together
* We own and shape our future
s We create sustainable growth For All

OUR 5X5 STRATEGY FOR SUSTAINABLE GROWTH

To seize the excating ATIC growth opportunities ahead and
deliver our Total Qualty Assurance Proposition, we have
identified 5 clear strategic pnonties and the night 5 enablers

{ call this our 5x5 growth strategy — five strategic prionties
and five enablers

The five strategic pnonties are

A Strong Brand Proposition that positions Intertek as
the market leading guality assurance provider Qur brand
proposition and our well-known and respected legacy
brands wall build awareness of our strong quality
assurance value proposition
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Superior Customer Service that supports premium pricing,
listens to our customers to iImprove delivery and develops
innovative solutions feveraging technology to make Intertek
the most trusted quality assurance provider

An Effective Sales Strategy that delivers organic revenue
growth, developing our business with existing customers
and winning new chents

A Growth- and Margin-accretive Portfolio strategy that
delvers growth at the business ine, country and service levels
it 1s about deading where we want to allocate our people and
capital resource to mave the centre of gravity of the Company
towards the good growth and good margin areas in the
industry operating within stnict capital allocation guidelines
We will manage organic performance and pursue M&A
opportunities based on these portfolio prionties

Operational Excellence to drnive productivity We will
continue to eliminate non-essential costs, which will involve
the consolidation of facilities and back offices, as well as
streamlining and optimising our processes through improved
IT infrastructure and technology

The five enablers are

Led by what | call ‘Living Our Customer-centric Culture’
We have a strong entrepreneurnial spint and are decentralised
which means our businesses are very close to their markets
Our people really are passionate about what they do - they
understand their business and therr markets We can build

on these very strong foundations, empowering the workforce
and putting the customer first

Second 15 Disaplined Performance Management to deliver
margin accretive revenue growth with strong cash conversion
and returns on capital We walt focus on internal/external
henchmarking with improved reporting process and leverage
technology to manage aligned financial and non-finanaial
performance metrics

Supenor Technology will add value to customers and increase
our productivity Qur focus will be to improve the functionahity
and expenence of our chent-faang IT systems to provide the
expected data intelligence as well as Increasing the productivity
of our back-office systems

Energising Our People i an engaged workforce 1s key We
are a people business and | am a firm believer that by providing
personal growth opportunities and clear guidelines on
expectations we can unleash the undoubted potenbial of the
Intertek orgamsation We will invest tn capability to support
and fuel our growth agenda and ensure that our reward and
recognition strategy drives high and sustainable performance

Delivering Sustainable Results, Everywhere, Every Day
This 1s about creating sustainable growth for our Customers,
Employees, Shareholders, Suppliers and the community

We strongly believe that doing business the nght way with
all stakeholders will underpin the sustainability of our
growth performance
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SHORT-TERM PRIORITIES IN 2016

To implement our 5x5 strategy we will be very focused in
2016 on ensunng internal alignment on revenue, Margins
and cash delvery

Ensuring alignment inside the company through

* an organisational structure supporting our business model,

« sponsorship of the 5x5 strategy at the top of the business
with our growth agenda shared by the Executive Teamn,

¢ improving performance management,

* Increased communications effort and best practice
sharing, and

* a new short-term incentive scheme with a focus on margin
accretive revenue growth with strong cash conversion to
deliver strong returns

In 2016, to deliver revenue growth, we plan to

» execute the short-term action plans in our global business lines,

* develop and launch innovative ATIC Solutions in Products,
Trade and Resources,

+ drive ATIC cross-selling to existing and new customers based
on key account plans,

* implement NPS measurement to measure our Customer
service delivery, and

* prioritise organic capex investments

To deliver margin and cash improvement, we plan to

» implement the 2015 cost restructuring activities,

» continue to look at cost saving opporturities by reviewing
facilities, processes and purchasing,

« drive operational excellence with focus on financial and non-
financial metncs,

* ensure we manage our capacity and costs tightly in industry
Services and Minerals, and

* continue to iImprove cash management

FOCUSED PORTFOLIO STRATEGY
Pursuing a growth- and margin-accretive portfolio 1s one of
our five strategic pnonties

When managing our day-to-day performance and allocating
our capital and people resource, we will pursue a three-tier
portfolic strategy

First, we will focus on our large businesses with good growth
and margin prospects These areas of focus are

— At the Bustness Line level Softlines, Hardlines, Electncal &
Wireless, Cargo & Analytical Assessment and Government
& Trade Services

— At the Geographic level North America, Greater China

Second, we wall invest in fast-growing businesses with good
margin prospects where the focus areas are

— At the Business Line level Business Assurance, Agnculture,
Bulding & Construction, Transportation Technologies
and Food

— At the Geographuc level South Asia, South East Asia, South
Amenca, Middle East and Africa

Third, we will focus on improving the performance in

— At the Business Line level Industry Services and Minerals
— At the Geographic level Europe and Australasia
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DELIVERING SHAREHOLDER RETURNS

In my view, to deliver shareholder returns on a consistent basis
the nght formula 1s sustainable earmngs growth with accretive
disaplined allocation of capital The first pnority when it
comes o capital allocation 1s mvestment supporting organic
growth through caprtal expenditure and working caprtal to
grow market share by delivering new services, opening new
locations and winning new clients 1n areas with good growth
and good margin prospects In the medium to long term,

we will invest 5% of revenue in capital expenditure

The second prionty 1 to delver sustainable returns for our
shareholders through the payment of progressive dividends

I am very comfortable with our current dividend payout ratio
of arca 40% of earmings
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The third prionty for capital s M&A activity to strengthen
our portfolio in the nght growth areas provided we can deliver
good returns This means focusing on those existing business
lines or countries with good operations and margin prospects,
where we have a leading market position or entening new
exating growth areas, he that geography or services

In 2015, we announced five acquisitions in ine with
this strategy

In February, we acquired Adelaide Inspection Services Pty Ltd,
a non-destructive testing business focused on the power
generation market

In Septernber, we acquired Dansk Institut for Certificening
AJS ('DICY), a quality assurance and certification company In
Denmark As aleading Damish certification body, DIC enables
us to expand our Business Assurance capabihties in the
growing Nordic regian

In November, we completed the purchase of Professional
Service Industries, Inc ('PSI?), for a total cash consideration of
$330 milhen PSIis a leading US-based provider of testing and
assurance services to commercial and civil construction markets,
with a broad service offering including building matenals
testing, geotechrical services, and property and environmental
assurance The acquisiticn wall build on the strong growth track
record in our Building business and on the successful acquisition
of Architectural Testing Inc two years ago

In October we acquired MT Group LLC and Matenals Testing
Lab, Inc, (together ‘MT’), a leading prowider of materals testing
services for the building industry 1in the New York metro area

The acquisitions of PSI and MT posrtion us as a leading full
service ‘one stop shop’ for our clients in the rapidly-growing

US Building and Construction markets, brninging complementary
services to our portfolio of Testing and Assurance services
during the construction phase and deepering our footprint

in the USA providing access to new markets and customers

In December, we announced our intention to acquire Food
International Trust (‘'FIT-Itaha’), an Italian company specialising
in the provision of assurance services to the retail and
agnicultural sectors, which completed 1n January 2016

The fourth prionty is to maintain an efficient balance sheet
that gives us the flexibility to invest in growth wath leverage

of net debt to EBITDA of 15 to 2 tmes At the end of 2015,
following completion of the PSI transaction, net debt to EBITDA
stood at 1 7 times on a pro forma basis
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Strategic report

Chief Executive Officer’s review continued

OUTLOOK

The structural growth outlook for our industry is truly exaiting
| beleve that the ATIC Quabty Assurance industry 1s a global
GDP plus organic growth industry in the medium to long term,
with many exciting opportunities

In our Products-related businesses, the growth prospects are
GDP-agnostic, driven by the need for compantes to constantly
innovate, raise qualty standards, build brands, protect their
reputations, meet regulatory standards and seek ndependent
advice This expanding investment in quality and innovation by
our customers to build a brand franchise and gain market share
will enable our Products business to benefit from faster than
global GDP growth

The Trade busimess i1s inked to GDP growth We will benefit
from the expanded global trade and the development of
regional trade In Asia, the Indian Qcean, Afnca, the
Mediterranean and the Amencas On this basis, we expect the
growth profile to track global and regional trade at a broadly
similar rate to GDP

The Resources business 1s more cychcal and will remain
challenging in the short term From tirme to tirne we will cycle
through phases where low resource pnces mean our customers’
cash flow 1s restncted and, in such periods, we know that
investment will be cut back However, mvestment in exploration
and production of o1, gas and minerals will increase over time
to support the demands of a growing global population

We plan to deliver in the medium to long term global GDP plus
organic revenue growth, margin accretion from growth and
productiity, strong cash conversion of 90-100% and strong
returns, while creating sustainable returns for our shareholders

In 2016, we expect to deliver a solid organic growth
performance and we plan to integrate PSIin the USA We
expect our margin to be breadly stable and we will remain
disciplined on cash generation and capital allocation
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SUMMARY

Intertek has a long and proud heritage built on innovation
From the early days of Caleb Brettin 1885, Intertek s a
business that has consistently innovated and evolved to meet
the changing needs and demands of consumers, our customers
and employees We have grown from a UK base to serve our
clents in over 100 countnes around the globe, 24 hours per
day, seven days a week We have the capabihties, technology,
facilities and passionate people providing superior assurance,
testing, inspection and certification services

As | look at Intertek today, [ am truly excited about our future
We are seeing strong growth opportunities as the focus of
corporates and therr stakeholders 1s not just on quahty control
but quality assurance and risk management as Boards and
management teams seek to reduce risk in their increasingly
complex operattons and supply chains We are well posiioned
to seize these exciting growth oppertunities with our strong
ATIC Quality Assurance Proposition delivered globally in the
three main sectors of the economy, Products, Trade and
Resources We are continuing to invest organically and making
value-enhancing acquisitions that strengthen our portfolio

We are focused on a portfolio of businesses to generate margin
accretive revenue growth, strong returns and cash generation

We are on a ‘good to great’ journey

ANDRE LACROIX
Chief Executive Officer
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KPIs — Measuring our strateqy

In overview for 2015, the Group delivered good revenue growth across the Products-
and Trade-related divisions The Group’s focus on growth, operational efficiency and
margin accretion has underpinned improved cash conversion and increased dividend

to shareholders

The Group uses a varniety of key performance indicators (‘'KPis’) to monitor performance and measure the financial impact of the
Group's strategy Non-financial KPls are shown in the Sustainabiity and CSR report on pages 46 to 51

Revenue
{(Em)

Organic revenue at constant
exchange rates® (Em)

Adjusted operating profit’
(Em)

Revenue growth measures how well
the Group 15 expanding 1ts business,
and includes currency impacts

+3 5%

Revenue growth, excluding currency

movements, acquisttions and disposals

+1 6%

Measures profitability of the Group
and indudes currency impacts

+5 9%*

Organic adjusted operating profit at
constant exchange rates'* (£m)

Adjusted operating margin’
(%)

Adjusted cash flow from operations!
(Em)

Measures profitability of the Group
excluding acquisitions and disposals

+2 1%

Margin measures profitability as
a proportion of revenue

+40bps

Shows the abiltty of the Group
to turn profit mto cash

+15 3%

Adjusted diluted earnings per share*
(pence)

Dividend per share?
{pence)

Return on invested capital®
(%)

A key measure of value creatton for
the Board

+6 5%

Dwidend per share measures returns
provided to shareholders

+6 5%

Measures how effectively the
Group generates profit from
its invested capital

+60bps*

# Return on Invested Capital (RQIC) and when re-calculated using 2014 exchange rates adjusted operating profit and adjusted diluted earnings per share form the basis for Executve
Duector remuneration as descnbed in more detail on pages 63 10 77
1 Adjusted aperaung profit, adjusted operating margin adjusted cash flow from eperations and adjusted diluted earmings per share are siated before Separately Dischosed ltems which

are described in note 3 to the financial statements

2 Dmdend per share 1s based en the intenm dvidend of 17 0p (2014 16 Op} plus the proposed final dwidend of 35 3p (2014 33 1p)
3 Growth at canstant exchange rates compares both 2015 and 2014 at the average exchange rates far 2015 Orgaruc revenue excludes acquisibons and disposals in the past two years
4 Proforma ROIC 1n 2015 15 stated excluding the impact of the P3| acquisition on 23 November 2015 and excluding the impairment charge recorded as at 31 December 2015 to provide

a mearungful comparative
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Strategic report

Intertek Executive Management Team

The day-to-day management of the Group 1s undertaken by the
Intertek Executive Management Team

ANDRE LACROIX

Chief Executive Officer

Apponted to the Intertek Board as Chief
Executive Officer in May 2015 André s
an expenenced Chief Executive with a
strong track record of delivering long-
term growth strategies and shareholder
value with global companies across
diverse terntonies André was previously
Group Chief Executive of Inchcape plc
from 2005 to 2015 and prior to this he
was Chairman and Chief Executive Officer
of Euro Disney S C A From 1996 to 2003
he was the President of Burger King
International, previously part of Diageo
André 13 currently the Serior Independent
Director of Reckitt Benckiser Group plc
and Chairman of Good Restaurants AG

NIMER AL-HAFI

Senior Vice President, Global
Customer Service and ATIC
Operational Excellence

Joined Intertek in 1995 Nimer Is
responsible for the Group’s global
customer service agenda and ATIC
operational excellence as well as
sustainability and health & safety
programmes Prior to this, he was
President of Intertek’s US Products group
covermg testing, inspection, certification,
consulting and quality assurance services,
having started with the Company as an
Engineer in 1995

1IAN GALLOWAY

Executive Vice President, Middle-
East, Africa and Global Trade

Joined Intertek in 2011 lan 1s responsthle
for the Middle-East, Afnca and Global
Trade comprising our business lines of
Government & Trade Services, Cargo &
Analytical Assessment and Agricultural
Services Prior to assuming his current
role lan held sentar finance and business
roles within Intertek  He has previously
held mternational roles in finance
management with BG Group in the UK,
Egypt and Turusia lan s a quahfied
Chartered Accountant

EDWARD LEIGH

Chief Financial Officer

Appointed to the Board as Chief Financral
Officer in October 2014 Joined Intertek
in March 2013 as the Group’s finanaal
Controlier Prior to that, Edward spent
nine years at Dixons Retail plc, where he
held several senior financial management
positions, induding Dmisional & Corporate
Develcpment Finance Director, UK &
Ireland CFO and Group Financial
Controlier From 1985 to 2004 Edward
held commeraal financal leadership roles
at Procter & Gamble Co covering the UK
and international markets
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ANN-MICHELE BOWLIN

Chief Information Officer

Joined Intertek in 2009 Ann-Michele
15 Chief information Officer and joined
Intertek from Ernst & Young consulting
where she led shared services
transformation programmes Pnior

to Ernst & Young, Ann-Michele held
leadership and operations roles in
technology comparies, including
Hotels com, and in the manufactuning
and services sectors
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TONY GEORGE

Executive Vice President,

Human Resources

Joined Intertek 1n 2015 Tony 1s responsible
for Human Resources He has over 28
years’ experience i HR, General
Management and Business Development
having held semior leadership positions

in international FMCG, chemicals,
telecormmunications and retall companies
including Vedafone plc, Starbucks,
Diageo plc and ICI Prior to joining
Intertek, he was Group HR & Business
Development Drrector at Inchcape plc
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JAN-JORG MULLER-SEILER

Executive Vice President,

Global Resources

Joined Intertek in 2008 an-Yorg has
responsibility for Global Resources
comprising our business ines of Industry
Services, Exploration & Production and
Minerals Prior to assuming his current
role, Jan-Jorg was President of Industry
Services and Country Managing Director
for Germany, Switzerland and Austria
Before jotning Intertek, he worked for
TUV SUD Industrie Service GmbH, as a
member of the Board, with responsibility
for ther plant engineening and foreign
business sectors

RAJESH SAIGAL

Executive Vice President,

South & South East Asia

Jomned Intertek in 2007 Rajesh has
responsibiity for South & South East Asia
Prior to this he was Regional Managing
Director for Intertek's South Asia
operations He has over 27 years’ general
management and operational expenence
with Fortune 500 companies covering
consumer durables, industnal products
and engineering Before joinng Intertek,
Ratesh was CEQ South Asia for GEWISS
and General Manager at Honeywell

MARK THOMAS |
Group General Counsel

Joined Intertek in 2015 Mark has
responsibility for Intertek’s legal, nsk and
comphance functions He joined intertek
from Inchcape plc where he was Group
General Counsel Prior to this, Mark was
In private practice with Slaughter and
May in London, adwising on a wide range
of public and private M&A transactions,
equity and debt financing, and general
corporate law 1ssues

GRAHAM RITCHIE

Executive Vice President, Europe
Joined Intertek in 2014 Graham 1s
responsible for Intertek’s operations In
Europe, indluding Russia, and Central
Asia Prior to assuming his current role,
Graham was Intertek’s Group Finanaal
Controller Before joining the Company
he held semor financial positions at BT
Group plc and other technology services
organisations, having started his career
with PwC

JULIA THOMAS

Vice President,

Corporate Development

Joned Intertek in 2013 Juha has
responsibility for Intertek’s acquisition

and disposal activities, and oversees
Group Marketing Before joining Intertek,
Jula spent 12 years in investment banking
with J P Morgan Cazenove and Rothschild,
focusing pnmarily on mergers and
acquisiions

INTERTEK GROUP PLC ANNUAL REPORT AND ACCOUNTS 2015

GREGG TIEMANN

Executive Vice President, Amenicas,
North Asia and Australasia

Joined Intertek in 1993 Gregg has
responsibility for the Americas, North
Asia and Australasia Prior to assuming
his current role, Gregg was responsible
for the Americas and North Asia as well
as the Consumer Goods and Commeraal
& Electrical dmisions, having started as
General Manager of the Los Angeles
laboratory in 1993 Before joining
Intertek, Gregg worked n sales and
marketing for the software indusiry
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Strategic report — Operating review

Consumer Goods

The Consumer Goods division has continued to grow well, with
strong growth in emerging markets

KEY BUSINESS LINES

Softhnes
Hardlines
Product Intelligence
Auditing

SERVICES & CUSTOMERS

Intertek 1s a market leading provider
of services to the textiles, toys,
footwear, hardlines and retail
ndustries As partner to retailers,
manufacturers and distributors,

the Company offers expertise on
quality issues ranging from restricted
hazardous substances and
sustamability, to supply chain security
and legislation relating to
environmental, ethical and trade
secunty 1ssues Services mdude testing,
inspection, auditing, advisory services,
quality assurance and hazardous
substance testing Qur customers
include the world’s leading retailers,
their partners and suppliers

STRATEGY

Consumer Goods supports our
customers with guahty solutions
that add value throughout therr supply
chan and which support therr brand
and desirability of their products

to therr end consumers We do this
by ensunng that we deliver high
levels of service and expertise in

key locations, and by continuously
innovating the range of services

we provide by anticipating customer
demands and their future
geographic needs

£404.3m

Revenue

£136.1m

Adjusted Operating Profit
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Finanaual highlights 2015

Organic

2015 2014 Change at Change at change at

£m £m actualrates constantrates constantrates

Revenue 404 3 3753 7% 4 4% 44%
Adusted operating profit 1361 1248 91% 4 4%
Adussted operatmg margin 337% 333% 40bps Obps

OUR PERFORMANCE IN 2015

Total revenue was £404 3m, up 4 4%
at constant exchange rates At actual
exchange rates total revenue was

7 7% higher

Total adjusted operating profit was
£136 1m, up 4 4% at constant exchange
rates, reflecting good growth in the
textiles and chemical testing businesses
Total adjusted operating profit was up

9 1% at actual exchange rates

In 2015 our Consumer Goods division
delvered a 4 4% organic revenue growth
performance with stable margin driven
by a strong growth in Softlines and a
solid performance in Hardlines

Our Softhnes business benefited from
strong demand from our customers for
chemical testing to reduce harmful
chemicals and from the expansion of
their supply chains in new markets where
we have opened new faclities

Our Hardlines business continues to
take advantage of growth in new
sourcing markets and strong global
account relationships

2016 OUTLOOK
In 2016 we expect our Consumer Goods
business to deliver good organic growth

Qur Softhnes business wil! benefit from
the supply chain expansion In Vietnam,
Cambodia and India, as well as from the
strong growth we are seeing in the
footwear sector

Our Hardlines business will benefit from
the supply chain expansion in India and
Mexico, as well as from the launch of
innovative technology for Inspections
in factonies

MiID- TO LONG-TERM OUTLOOK

Our Consumer Goods division benefits
from strong long-term structural growth
drivers including product vanety, brand
and supply chan expansion, product
innovation and regulation, and the
increasing quality and sustanability
demand of developed and emerging
econorues globally

Through these trends we expect long-
term continuing growth from expanding
investment in quality

CASE STUDY

Intertek’s smart approach
to chemical screening

In 2015, we launched our global
Chermical Smart Screening service for
textrle, apparel and footwear
customers This single screenmg test
can detect up to 400 substances in
chemicals and auxiliaries used in
production, allowing manufacturers
and retailers to identify harmful
chemicals even before reaching the
prototype stage

This innovative approach gives
customers higher visibility into their
supply chan as well as lowenng the rnisk
of extra production ¢ost and turnaround
time caused by rehandiing
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CASE STUDY

Intertek sports new
testing for activewear

Activewear 1sn't Just for working out any
more As workout clothes have become
more fashionable — spurning the popular
‘athleisure’ trend = men, women and
children are now wearing activewear to
work, to run errands, to school and even
out to dinner Additionally, as people
beccme more health-consaous by adding
sport into their daily lives, activewear
becomes a natural choice as it improves
user performance
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To meet the nsing demand from chents
for activewear testing, in 2015 Intertek
developed its Activewear Testing
Solutions service

We now carry out testing for functional
and performance properties hke anti-
bacterial, thermal regutation, morsture
management (quick-dry), breathability,
UV protection and water repellency for a
vanety of products including performance
outerwear, fitness apparel, team
unuforms, footwear and outdoor clothes

CASE STUDY

Intertek launches
innovative E-fit
service for textiles
and clothing

Intertek launched a new innovative
computer-modelling E-fit service in
India using CAD (Computer Aided
Design) that codifies product
specfication to help local factores
meet therir clients’ standards for
textdes and clothing

Our tool uses a combmation of
hardware and software systems,
to help manufacturers create
3D designs and patterns, as well
as showing fabrics stitched onto
a virtual mode! to visualise the
final product

As well as reducing costs at every
point in the manufactunng process
including fabrics, logistics and
prototypes, the E-fit CAD-enabled
testing studio reduces production
time for clients and provides a better
understanding of fits and falls
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Strategic report — Operating review
Commercial & Electrical

The Commercial & Electrical division has grown revenue strongly
with good growth across Electrical, Transportation Technologies

and Building Products

KEY BUSINESS LINES

Electrical & Wireless
Transportation Technologies
Building Products

SERVICES & CUSTOMERS

Our global network of accredited
faclities provides manufacturers and
retailers with a comprehensive scope
of safety, performance and qualty
testing and certification services

The division supports a wide range
of industries including home
appliances, consumer electronics,
infermation and communication
technology, transportation, ighting,
medical, bullding products, industnal
and renewable energy products Our
customers include the world's leading
brands and manufacturers of a3 wide
range of consumer etectrical and
industrial products and components

STRATEGY

Commercial & Electncal delivers
solutions that add value along the
length of our customers’ supply chain
and which support their brand and
the destrability of therr products to
their end consumers Our key focus
15 leveraging our globat network

of centres of excellence and
comprehensive suite of techmical
accreditations and market-leading
customer service to help our clients
get thewr products to market quicker
through our ‘global market

access’ programme

£411.7m

Revenue

£60.5m

Ad)justed Operating Profit
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Financial hghlights 2015

Organic
2015 2014 Change at Change at change at
£m £m actualrates constantrates constant rates
Revenue anz 3596 14 5% 10 5% 61%
Adjusted operating proiit 605 510 186% 139%
Adjusted operating margin 147% 14 2% 50bps 50bps
OUR PERFORMANCE IN 2015 2016 OUTLOOK

Total revenue was £411 7m, up 10 5%
at constant exchange rates, driven by
strong growth in our Transportation
Technologies business line and the
acquisittion of PSI At actual exchange
rates revenue growth was 14 5%

Total adjusted operating profit was

£60 5m, up 13 9% at constant exchange
rates with the total adjusted operating
margin increasng 50 basis points at
constant exchange rates Total adjusted
operating profit was up 18 6% at

actual rates

Cur Commercial & Electrical business
delivered strong arganic growth of 6 1%
in 2015 with improved margin driven by
broad based growth in Electrical &
Wireless ('E&W"), Transportation
Technologies and Building Products

Our E&W business continued to benefit
from higher regulatory standards in
energy efficency and from the increased
demand for wireless dewvices

The growing demand for greener and
hugher qualty buildings and infrastructure
in the US market are the major drivers

of growth for our Bullding

Product activities

Our Transportation Technologres
operations are capitalising on our
automotive chents’ investments in R&D
to develop new models and more fue!
efficent engines

The quality of our innovative solutions
10 support the performance and safety
agenda of our customers 1s an important
driver of the strong results we have
delivered in 2015 in our Commergaal

& Electrical business
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In 2016 we expect our Commercial
& Electrical Business to deliver good
organic growth

Our E&W business will benefit from
expansion of our operations (in South
Korea and Mexico into the fast growing
EMC sector On a global basis we are
seeing an increased demand for Internet-
of-Things ('1OT") testing across multiple
industries

Our Buiding Products business will
benefit from the growth of the
commercial and cwil construction
markets in the USA as well as from
the integration of PSI

Qur Transportation Technologies
operations will take advantage of the
strong growth of testing activities for
electric and hybrid vehicles

MID- TO LONG-TERM QUTLOOK

As with our other Products-related
divisions, Commercial & Electrical
benefits from long-term structural
growth drivers including product variety,
brand and supply chain expansion,
product innovation and regulation, and
the increasing quality and sustainability
demands by developed and emerging
economies globally

Through these trends we expect long-
term continuing growth from expanding
investment In quakty



CASE STUDY

intertek leads the world
In Qiwireless charging
testing and certification

Intertek’s Center of New Technology
and Knowledge in Hong Kong
became the world's first Wireless
Power Consortium ("WPC')-
authonzed testing laboratory to
provide testing and certification
services for medium to low-power
Qi {pronounced ‘chee’) wireless
charging products

Qi wireless charging technology

1s a close-range inductive-charging
technology, and any Qi-compatible
device can be placed on medium/
low-power charging pads or docks
to charge safely and easily

Together with our global expertise
and cutting-edge technological
solutions i electrical and wireless
testing, we are now able to help our
customers get therr wareless charging
products certified according to the
hughly recogrised Qi standard

CASE STUDY

Intertek launches Portable
Emissions Measurement
System testing capability

Intertek’s award-winning Transportation
Technologies laboratory based in Milton
Keynes, UK, responded swiftly to changes
in European exhaust ermissions legislation
by launching a service to deliver accurate
on-road vehicle exhaust ermissions testing
and analysis, enabling manufacturers to
report 'real world’ driving emissions

Intertek was one of the first UK test
laboratories to offer vehicle-mounted
Portable Emissions Measurement System
testing for cars and hight commeraal
vehicles, providing real world driving
analysis of vehicle tailpipe emissions on
public roads rather than in a laboratory
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Our European Centre of Excellence for
high-end automotive powertrain testing
and engineering services, which was
recogmised across Europe as the "Engine
Test Facility of the Year’ in the 2015
Automotive Testing Technology Awards,
has also invested in low carbon vehide,
high performance electnic machine and
hybrid testing cells to enable our
automotive custorners to reach their
goals on ar qualty emissions and

CQ, reduction
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Strategic report — Operating review
Chemicals & Pharmaceuticals

The Chemicals & Pharmaceuticals division had good growth and
benefited from restructuring carried out within Europe

KEY BUSINESS LINES

Chemicals & Pharmaceuticals

SERVICES & CUSTOMERS

Serving a wade range of industries,
including chemicals and refined
products, pharmaceutical, healthcare
and beauty, and automotive and
aerospace, the dvision offers advanced
laboratory measurement and expert
consultancy related techmical support
services and sustainability solutions

It has an established track record of
success In iaboratory outsourcing with
many large, internationally recogrused
companies The division’s world
leading technical experts also support
internal technical development

Our customers include leading brands
and suppliers of products and R&D

to the pharma industries, makers of
healthcare and beauty products,

and a wide range of industnal and
consumer-facing corporations who use
our expertise to help them develop the
matenals and chemucals of the future

STRATEGY

Chernicals & Pharmaceuticals supports
our customers as they develop new
products, materials and technologses,
as they antiapate and meet their end-
customers quality demands and as they
anticipate and meet new regulations

£183.8m

Revenue

£22.3m

Adjusted Operating Profit
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Financtal highhights 2015

Organic
2015 2014 Change at Change at change at
£m £m actual rates constantrates constantrates
Revenue 1838 1721 62% 5 5% 55%
Adjusted operating profit 223 186 199% 18 0%
Adjusted operating margin 121% 107% 140bps 130bps
OUR PERFORMANCE IN 2015 2016 OUTLOOK

Total revenue was £183 8m, up 5 5% at
constant exchange rates At actual rates
total revenue wasup 6 2%

Total adjusted operating profit was

£22 3m, up 18 0% at constant exchange
rates with an 130bps increase in margin
on the prior year, primarily due to
restructuring activities and strong
performance in lubricants testing Total
adjusted operating profit at actual rates
increased by 19 9%

Qur Chemicals & Pharmaceuticals division
delivered strong organtc growth of 5 5%
with improved margin

We continue to benefit from good
growth in the health and beauty sector
as our customers invest in the
development and global roll out of
innovations to differentiate therr brands

The 1ncrease in demand in emerging
markets for better health and beauty
products 13 creating strong growth
opportunities for our testing and
assurance services

Our Health, Environmental and
Regulatory business saw strong growth
In assurance activifies as companigs
prepare for the next EU REACH chermical
restriction regulatory deadline

In September we opened a world class
immunochemistry laboratory in
Manchester The new faahty wall help
our pharmaceutical chents to navigate
the many technical challenges associated
with bringing biological medicine to

the market
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In 2016 we expect our Chemucals &
Pharmaceuticals busiess to deliver
good organic growth

We will continue to leverage a good
pipeline of new pharma products in bath
the USA and in the UK

We will support our existing and new
customers based on the breadth and
depth of our assurance solutions as they
increase their focus on the management
of requlatory nsk

MID- TO LONG-TERM OUTLOOK
Chemicals & Pharmaceuticals benefits
from long-term structural growth drivers
including product variety, brand and
supply chain expansion, product
innovation and regulation, and the
increasing quality and sustainability
demands by developed and emerging
economues globally

Through these trends we expect long-
term continuing growth from expanding
investment 1N quality



CASE STUDY

Intertek helps research
into more effective
inhaled medicines

Intertek worked with academics
from King's College London and
The University of Parma, Italy,

to investigate how effective
formulations can be tallored for
different inhalation devices The
study highlighted that the medicine
formulation must be co-optimised
with the device during product
development

Conducting research such as this
enables our experts to help global
cltents to develop more effective
therapies for asthma, Cystic
Fibrosis, Chronic Obstructive
Pulmonary disease and other
senous conditions For over 20
years, we have built a reputation
for providing outstanding and
responsive customer service for
challenging pharmaceutical
development which includes
specialist expertise for inhaled
drug delivery analysis, stability
and formulation support

CASE STUDY

Janssen PMP partners
with Intertek to explore
SANAFOR®, a novel
antimicrobial technology
for plastics

When Janssen PMP wanted to explore
a new antimicrotnal ingredient for
plastics they turned to Intertek for

its unique capabilities in testing nove!
plastic maternals

Our polymer scientists studied how

easy it was to include this new ingredient
into plastic materials at our polymer
processing facility in the Netherlands

We then produced test samples, using
film extrusion and imection moulding,
and carned out a suite of physical tests

Our teams were able to show that it

was straightforward to include the
antimicrobial SANAFOR® into plastics

and to demonstrate suitable performance
for a wide range of potential apphcations
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Strategic report — Operating review

Commodities

The Commodities division has grown revenue and margin in its
Cargo business ling, being partially offset by the weaker conditions

in the Minerals business

KEY BUSINESS LINES

Cargo & Analytrcal Assessment
Minerals
Government & Trade Services

SERVICES & CUSTOMERS

Provides independent cargo mspection,
analytical assessment, calibration and
related research and technical services
to the world's petroleum, mining,
munerals and biofuels industries The
division also provides services to
governments and regulatory bodies to
support trade activities that help the
flow of goods across borders Our
customers are global and national
cammodities retailers, traders and
storage companies, and government-
minustry chients in the Middle East,
Africa and South America

STRATEGY

In Commadities, we deliver solutions
that help our clients protect the value
of theirr downstream hydrocarbon
products dunng their custody-transfer,
storage and transportation around the
world Our expertise, service
innovations and advanced analytical
capabilities allow us to optimuse the
return on our customers’ cargoes and
help them resclve difficult technical
challenges In the mining sector we
partner with clients along the supply
chain to vahidate the quality and

value of therr resources being
explored, produced and shipped

Our independent product assessments
provide peace-of-mind to our
government clients that the quality

of products imported into the

country meet their standards

and import processes

£554.8m

Revenue

£79.1m

Adjusted Operating Profit
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Financial highlhights 2015

Organic

2015 2014 Change at Change at change at

fm fm actualrates constantrates constantrates

Revenue 5548 5424 23% 37% 38%
Adjusted operating profit 791 655 208% 21 7%
Adusted operating marginy 143% 121% 220bps 220bps

QUR PERFORMANCE IN 2015

Total revenue was £554 8m, up 3 7%

at constant exchange rates, primarnly due
to growth in the Cargo and Analyttcal
Assessment business At actual exchange
rates total revenue was 2 3% higher

Total adjusted operating profit at
constant rates was £79 1m, up 21 7%
versus prior year, with a 220 basis point
increase in margin supported by
restructuning activittes Total adjusted
operating profit was up 20 8% at
actual rates

Our Commodities diviston delivered
good organic growth performance of

3 8% In 2015 with margmn improvement
driven by good organic growth
performance in both our Cargo/AA
activibies and our Government &

Trade Services ('GTS') businesses

Cargo/AA has delivered a consistent
performance during the year benefiting
from increased Inspection and Testing
activities as our existing dients grew therr
cargo volumes and as we gained new
clients The business also benefited from
the expansion of our additive and
lubricants testing capabihities

We have also invested in new facilites
to suppart the LNG growth of our
customers in Gladstone, Australia,
and Papua New Guinea

QOur GTS business delivered strong
organic growth performance in H1
benefiting from export volume growth
with existing chients and from

new contracts

This was partially offset by lower organic
growth performance in the second half
of the year as we saw a reduction of
trade volume in both the Middle East
and Africa

Our Mineral business delivered a resifient
organic growth performance for the full
year with a shght positive organic growth
performance in the second half of

the year

Providing our customers with bespoke
trade inspections and testing solutions
Is Important to increase our customer
retention and win new contracts

2016 OUTLOOK

In 2016 we expect our Commodities
business to deliver a good organic
growth performance

Our Cargo/AA operations will benefit
from the expansion of the new faclities
in 2015 and will leverage the increased
volume of Cargo shipments for refined
products

Our GTS activities will focus on increasng
the scope of our export Testing and
Inspection n the Middle East and

Africa with existing chents

MID- TO LONG-TERM QUTLOOK

The long-term end-demand for resources
and energy, development and trading of
commaodities as well as new fuel sources
will continue to drive growth i this
dmsion through the cycle
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CASE STUDY

Intertek supports
Liquefied Natural Gas
projects in Australia

Intertek supported the shipment and
custody transfer of the first cargo from
the GLNG project, an AU325 billion
venture located on Curtss Island in
Queensland, Australla The Gladstone-
based project converts gas from coal
seams to Liquefied Natural Gas (LNG}
for export from Australia

In October the first cargo left Austraha
for South Korea intertek undertock a
ship survey for the AU$40 million cargo
by managing independent witness quality
and quantity testing of the product at
discharge and loading Intertek also
undertook continuous product sampling
to international standards

Earlier in the year at Australia’s largest
onshore ol field at Barrow Island, Western
Australia, we supported the inaugural
import of Mono Ethylene Glycol (MEG)
at Chevron's LNG plant As part of an
engagement with Ixom, we underiook
extensive sampling, surveying, testing
and dissolved oxygen-monitoring
initiatives to support the first of three
MEG imports, a first for the AU$60
bilion Gorgon LNG project

We continue to invest in and develop
our cargo testing network services

in anticipation of future customer
requirements and as a result, we opened
new laboratories in Gladstone and Papua
New Guinea 1o support the LNG growth
in the region

CASE STUDY

Intertek becomes official
fuel qualrty testing partner
for the FIM

Already an official global partner of

the FIM (International Motorcycling
Federation), Intertek became the exdusive
fuel quality testing services provider for
FIM race events including Superbtke,
Motocross, Supercross, and Endurance
including 24h Le Mans
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Intertek fuel quality experts and mobile
testing labs provide testing services
on-site at race tracks performing real-
time, on-track, fuel compliance testing
We are also providing additional expertise
to ensure that teams comply with the

FIM fuel regulations

As part of the partnership, we will assist
FIM wath fuel approval process support,
as well as updating FIM management
on changes to fuel regulations and
developmng quality and testing standards
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Strategic report — Operating review

Industry & Assurance

The Industry & Assurance division with good growth in Food, Agriculture and Business
Assurance has been impacted by the decision to exit low value contracts and lower
levels of capital expenditure by the oil and gas industry

KEY BUSINESS LINES

Industry Services
Business Assurance
Food & Agnculture Services

SERVICES & CUSTOMERS

Using In-depth knowledge of the oil,
gas, nuclear, power, renewable energy,
construction, food, chemical and
agniculttural industries, the divisian
provides a diverse range of services to
help custorers optimise therr assets
and meet global quality standards for
thewr products Our services provide
chents with independent verification of
the Integnty of new assets being
constructed, and existing assets being
mantained, with key services that
include technical nspection, asset
integrity management, analytical
testing, and consulting and training
services The division also provides
quahty and safety services to the Food
and Agn sectors, certification services,
second-party suppler auditing,
sustainabuhty data venfication and
process performance analysis Our
customers include the owners,
operators and developers of new and
existing industnal infrastructure, global
food and hospitality brands and their
suppliers, and the world's agricultural
trading companies and growers

STRATEGY

We help our customers to manage risk
and optimise the returns of their
infrastructure assets across a wide range
of industnial sectors By partnenng with
Intertek, our customers gatn peace-of-
mind that therr projects wall proceed and
therr assets wall operate with a lower nsk
of techmcal failure or delay

£611.7/m

Revenue

£45.4m

Adjusted Operating Profit
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Financial highlights 2015

Organic

2015 2014 Change at Change at change at

£m £m actual rates constantrates tonstant rates

Revenue 6117 6429 {49%) (3 0%) {5 8%)
Adjusted operating profit a54 645 {29 6%) (27 8%)
Adjusted operating margin 7 4% 10 0% (260bps) (260bps)

OUR PERFORMANCE IN 2015

Total revenue was £611 7m, down 3 0% at
constant exchange rates This was primarily
due to the continued low oil price reducing
capital project work inthe year At actual
exchange rates revenue was 4 9% lower

Total adjusted operating profit at constant
rates was 27 8% lower at £45 dm with a
260 basis pant reduction n margin At
actual rates adjusted operating profit was
29 6% lower The reduction in underlying
margin I1s due to the revenue decline in aur
Industry Services business

Our Industry and Assurance division
delivered, as expected, a mixed
performance in 2015 with a decline of
5 8% n organic revenue

The double-digit organtc growth
performance we delivered in the Food

& Agriculture and Business Assurance
businesses was maore than offset by the
continuing challengmng trading conditions
in Industry Services and by the planned
contract exits

Qur Food & Agniculture busingsses are
benefiting from increased focus on food
safety requirements, and also from our
chents’ expansion of thetr supply chains in
newer markets like Turkey and Brazil

The increased focus of corporations
to manage the intrinsic nisks of more
complex supply chamns 1s an attractive
source of growth for our Business
Assurance businesses

The revenues in Industry Services were
tower than last year as we saw a reduction
in volume and mcreased price pressure in
the Capex Inspection activities, as well as
a delay in the maintenance of refinenes by
our main customers In addition we exited,
as planned, low-value contracts, which
represented a full year revenue loss

of £25m

As a result of the continuing challenging
trading conditions in the global ol and gas
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ndustry, we recorded a non-cash
impairment charge of £577m against
Industry Services in the year

2016 OUTLOOK

In 2016 we expect to deliver strong
orgamc growth performance in Food,
Agrniculture and Business Assurance

Our Agriculture business will benefit from
the strong growth momentum with our
existing chents in fast growing markets
Our Food business will focus on the
integration of the FIT acquisition
capitahsing on the growth of the Food
service secior

QOur Business Assurance business will
focus on the integration of the DIC
acquisition and the growth in Suppher
Audit management

In 2016 we expect the trading conditions
in Industry Services to remain challenging
as we have not yet reached the trough in
the ol and gas Capex actrvities given the
lag between changes in the oll price and
the Capex investments of our chents

Our Industry Services operations will
focus on cost and capaaity management
in our Capex Inspection businesses while
continuing to diversify our actmities in
non-Cil Capex Inspection and NDT

Opex actvities

MID- TO LONG-TERM OUTLOOK

We expect ail and gas nfrastructure
markets to recover and that the long-
term growth in Industry Services will be
driven by global population and energy
consumption growth, and capex and
opex spending to support world
economic growth

Growmng cansumer demand for quality
products and brands in developed and
developing economies, increasing
regulations, and public food scandals,
will continue to dnve growth in the
Food & Agniculture and Business
Assurance markets




CASE STUDY

Intertek helps drive down
road traffic acadents

According to the World Health
Orgamzation, injunes related to road
traffic acadents are the eighth feading
cause of death globally An estimated
14 milion people die of trafficrelated
injuries each year and approximately
20-50 million are senously injured

In order to help our customers
reduce ther own road traffic nisks,
we became accredited in 2015 to
certify to ISO 39001, the international
standard for Road Traffic Safety
Management Systems

15O 39001 helps orgamisations
implement road safety management
systems to improve traffic safety and
reduce the number of persons killed or
severely injured in road traffic inadents

The addition of ISO 39001 accreditation
complements our range of risk
management solutions including
Business Continuity Management

(IS0 22301), Asset Management

(1SO 55001), to which Intertek became
accredited in 2015, and Supplier
Management Assessments which help
organisations ritigate nisk, reduce
environmental impact and minimise
operating costs

CASE STUDY

Intertek helps safeguard
new Queensferry Crossing

Intertek 1s providing corrosion
monitoring equipment and software
that will be used to safeguard the new
Queensferry Crossing When opened in
2016, the bndge will cross the Firth of
Forth in Scotland, allowing vehicles,
pedestnans and cyclists to pass
between Edinburgh and Fife

Structural health monitoring system
supplier Strainstall will provide a
complete health monitoring system
for the new 2 7-km cable-stayed bridge
Intertek’s corrosion data monitoring
Concerto units will form a key part

of the system, providing detalls of the
ntegnity of the concrete wathin the
structure Qverall, 120 units will be
installed which waill relay information
between one another and send data
to a central hub This information will
be used by engineers to assess when
maintenance 1s required on the bridge
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CASE STUDY

Intertek provides
technical services for
1,850km gas pipeline

Intertek was awarded a contract by
Trans Anatolian Natural Gas Pipeling
(TANAP) to provide services that will
allow the pipeline to operate safely
as well as help minimise flow and
contarmnation risks to the gas
running through it

This natural gas pipeline, due ta be
completed in 2018, will run from
Azerbayan through Turkey to Europe
and 15 expected to carry 16 bilhon
cubic metres of gas a year

Through a combination of technical
nspection, quality assurance and
prpe testing services, Intertek wall
ensure the quality and integnty of
the line pipe, verifying matenal,
dimensions, welding, coating and
other parameters to meet the client’s
speafications as well as industry
standards and requirements
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Strategic report
Financial Review

Financial highlights 2015

+35% +32%

Revenue up to £2,166m

+59% +4.0%

Adjusted operating
profit up to £343m

+65% +4.7%

Ad)justed diluted EPS

+6 5%

Dividend per share

£231m

Acquisiticns

£112m

Organic investment spend

+27%

Free cash flow

£577m

Industry Services impairment

OActual O Constant rates

“This year we have strengthened the
Group's overall financial position
through good growth, improved
profitability across the business,
value-enhancing acquisitions and
focused operational efficiency initiatives
driving strong cash conversion We also
took the important step of recording
an impairment charge against the
Industry Services business ”

EDWARD LEIGH
Chief Financial Officer
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Good revenue performance across the
Products- and Trade-related divisions was
partially offset by the continued downturn
in Industry Services Focus on cost
efficencies delivered good margin
accretion for the Group

CONSOLIDATED INCOME STATEMENT COMMENTARY
Revenue for the year was £2,166 3m, up 3 5% (up 3 2%
at constant exchange rates), with organic revenue growth
of 1 6% at constant exchange rates

The Group's adjusted operating profit was £343 4m, up

5 9% on the prior year (up 4 0% at constant exchange rates)
The adjusted operating margin was 15 9% compared with
15 5% in the prior year

The Consumer Goads division has continued to grow well
with strong growth in Softlines

The Commercial & Electrical division has grown revenueg
well with good growth particularly within Transportation
Technologies

The Commodities and Chemicals & Pharmaceuticals divisions
both delivered good growth and strong margin accretion as
a result of restructuring projects and operating leverage

The Industry & Assurance diviston delivered strong growth

In the Food & Agniculture and Business Assurance bustnesses
The Industry Services business continued to be impacted by

the reduction In energy capital expendrture by major customers,
resultng in an imparrment bemng recorded of £577 3m

The impairrment 15 included 1n Separately Disclosed Items of
£626 9m (2014 £47 8m) and resulted In the Group’s total
operating loss for the year of £283 5m (2014 profit £276 6m)

NET FINANCING COSTS

The Group had an adjusted net finanang cost of £24 2m

(2014 £24 2m} in the year This compnised £1 0m {2014 £1 8m}
of finance income and £25 2m (2014 £26 0m) of finance
expense The total interest charge included £ril (2014 £0 2m)
related to Separately Disdosed Items

TAX

The Group effective tax rate on adjusted profit before income
tax was 24 3% (2014 24 0%) The statutory tax charge,
including the impact of SDIs, of £39 3m (2014 £61 8m),
equates to an effective rate of (12 8)% (2014 24 5%} and

the cash tax on adjusted results 15 22 2% (2014 22 5%)

The statutory tax charge, excluding the impact of SDbs,

15 £775m (2014 £72 Om)

The OECD's ‘Base Erosion and Profit Shifting (BEPS)Y project 1s
one of the most sigrificant muitilateral inhiatives for modifying
international tax rules In October 2015, the OECD released its
final proposals outlining recommendations in respect of each
of the action points coming out of this project

As these recommendations are introduced into local tax
legislation, we will need to manage the Group’s exposure to
income tax across a large number of fiscal regimes The Group's
goal is to efficiently manage its tax affairs, whilst fulfilling its
responsibilities to the countnies in whuch it operates
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EARNINGS PER SHARE

The Group dehivered adjusted dituted earnings per share
('EPS"y of 140 7p (2014 132 1p) Diluted EPS after SDIs
was (224 2)p (2014 108 8p) per share, and bastc EPS
was (224 2)p (2014 109 5p)

DIVIDEND

The Board recommends a full year dividend of 52 3p per share,
an increase of 6 5% This recommendation reflects the Group's
sigruficant growth prospects, strong financial posttion and the
Board's confidence in the Group’s structurat growth dnvers
into the future

The full year dwvidend of 52 3p represents a total cost of

£84 4m or 37% of adjusted profit attnbutable to shareholders
of the Group for 2015 (2014 £78 9m and 37%) The dividend
is covered 2 7 times by earnings (2014 2 7 ttmes), based

on adjusted diluted earmings per share dwvided by dvidend

per share

Five year performance

Results for the year

2015 2014
Key financials fm £m
Revenue 2,166 3 2,0933
Adjusted Group operating profit 3434 324 4
Adjusted diluted EPS 140 7p 1321p
Statutory Group operating (lossiprofit (283 5) 2766
Statutory diluted EPS (224 2)p 108 8p
Adjusted cash flow from operations 465 7 4037
Diwidend per share 52 3p 491p
Dindends paid in the year 807 755

Adjusted diluted EPS' {pence)

Dividend per share? (pence)

+/ °/o CaGR?

+12% cucx

1 Presentation of results To provide readers with a clear and consistent presentation of the underlying operating performance of the Group s business the figures drscussed in this review are
presented before Separately Disclosed Items (see note 3 of the finanoal statements) A reconcihation between Adjusted operating profit and Profit for the year 1s set out in note 2 to the

financial statements
CAGR represents the compound annual growth rate from 2011 to 2015

~

3 Dmdend per share for 2015 1s based on the interim dwvidend paid of 17 0p (2014 16 Op) plus the propased final dvidend of 35 3p (2014 33 1p)

The underlying performance of the business, by dwision, 1s shown 1n the table below

Revenue Adjusted operating profit
Change at Change at
Change at constant Change at constant
2015 actual rates rates 2015 actual rates rates
Notes £m % % £m % %
Consumer Goods 2 404 3 77 44 1361 91 a4
Commercal & Electrical 2 4117 145 105 605 186 139
Chemicals & Pharmaceuticals 2 183 8 62 55 223 199 180
Commadities 2 554 8 23 37 791 208 217
Industry & Assurance 2 6117 49 (30) 454 (29 6} 278}
2,66 3 35 32 3434 59 40
Net financing costs 14 (24 2) -
Adjusted profit before income tax 3192 63 44
Income tax expense [ (775) 76
Adjusted profit for the year 2417 59 40
Adjusted diluted EPS 7 140 7p 65 47
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Strategic report
Financial Review continued

SEPARATELY DISCLOSED ITEMS ('SDIs’)

A number of items are separately disdosed in the financial
statements as excluston of these items provides readers with a
clear and consistent presentation of the underhying operating
performance of the Group’s business

When applicable, these SDIs include amortisation of acquisition
intangibles, impairment of goodwill and other assets, the profit
or loss on disposals of businesses ar other sigmificant fixed
assets, costs of acquinng and integrating acquisttions, the cost
of any fundamental restructuring of a business, material claims
and settlements, significant recycling of amounts from equity to
the income statement and unrealised market gains/losses on
financial assets/habilities

In 2015, an imparrment charge against goodwill of £481 4m
(2014 £nl), against other intangible assets of £60 3m (2014
fnil) and against property, plant & equipment of £35 6m
(2014 £nil), n total £577 3m, has been incurred in relation to
our Industry Services business The oil and gas sector in which
this CGU operates has expenenced a significant downturn with
a material reduction in capital and operating expenditure by its
main customers Further details are given in Note 9 to the
financial statemenits

Other intangible assets were also reviewed for impairment,
which included a strategic review of IT and the systems
landscape for potential obsolescence As a result, an
impairment of £12 im of IT assets related to computer software
has been recorded in the year

The SDis charge for 2015 also comprised amortisation of
acquisition intangibles £21 4m (2014 £20 8m), acquisition
costs relating to successful, active or aborted acquisitions
£58m (2014 £3 5m), a further £6 7m (2014 £23 5m)In
relatron to restructuning busmesses and making redundancies,
and matenial dlams and settlements £3 6m (2014 £nil)

Further information on Separately Disclosed ltems 1s given
In note 3 to the financal statements

KEY PERFORMANCE INDICATORS

The Group uses a vanety of key performance indicators
{'’KPIs’} to monitor the financial performance of the Group and
operating divisions These metncs are disclosed on page 21

The rate of return on invested capital (ROIC') measures the
efficency of Group investments This is a key measure to assess
the efficiency of investiment decisions and is also an important
cnterton in the decision-making process when projects are
competing for Imited funds

Proforma 2015 ROIC of 16 9% as stated on page 21 excludes
the impact of the PSI acquisition on 23 Novemnber 2015 and
excludes the impairment of assets recorded as at 31 December
2015 to prowide a meaningful comparative
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ACQUISITIONS AND INVESTMENT

The Group’s strategy is to invest both organically and by
acquinng complementary businesses, enabling 1t to take
advantage of the strong long-term structural growth drivers in
the quahty industry and continually offer the latest technologies
and services In the locations demanded by chents

Acquisitions
The Group completed four acquisitions in the year with a
purchase price of £231 3m, net of cash acquired of £59m

In February 2015, the Group acquired Adelaide Inspection
Services Pty Ltd {'AIS") for £6 5m (£6 3m net of cash acquired),
an Austrahan-based business providing non-destructive testing
and associated services to the power generation, construction,
oil, gas and mining industries

In September 2015, the Group acquired Dansk institut for
Certificenng A/S ('DIC*), a company that provides business ‘
assurance services to a wide range of industries including
Hospitality, Transport and Food

In October 2015, the Group acquired MT Group LLC
and Materials Testing Lab, Inc, {together "MT7), a leading
provider of matenals testing and inspection services to
the building industry

In November 2015, the Group completed the acquisition

of PSI for a purchase pnce of £220 Om (£215 4m net of cash
acquired) PSlis a provider of industry-leading testing and
assurance services to the commeraal and cvil construction
markets and non-destructive testing for onshore pipelines
In the USA

These acquisitions provide valuable additional service fines and

new geographic locations for the Group, and wall help drnve

profitable revenue growth The more significant acquisition,

PSl, enables Intertek Building Products to offer a nationwide !
testing and assurance service portfolio across the whole project

and building lifecycle, induding geotechnical services, materials

testing, and property and environmental assurance services It

will also expand our existing US Industry Services NDT business

with a complementary regional footprint and enable us to offer

a wider portfolio of services in this area

Organic investment

The Group also invested £112 2m (2014 £109 5m) organically
on lab expansions, new technologies and equipment and other
faclities This investment represented 5 2% of revenue {2014

S 2%) which was in line with prior year
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CASH FLOW AND NET DEBT

Cash flow

The Group relies on a combination of debt and internal cash
resources to fund its investment plans One of the key metncs
for measuning the ability of the business to generate cash s
cash flow from operations Due to the cash payments
assoclated with the SDIs, and to provide a complete picture of
the underlying performance of the Group, adjusted cash flow
from operations 1s shown below to illustrate the cash generated
by the Group

2015 2014 Change
£m Em %

Cash flow from operations 442 3 386 8 14 3%
Add back cash flow relating to 234 169
SDIs
Adjusted cash flow from 465 7 4037 15 4%
operations
Add back special contributions 28 09
to pension schermnes
Cash flow for cash conversion 468 5 404 6 15 8%
Cash conversion % 136 4% 124 7%

The components of free cash flow are summarised below

Net debt

Net debt has increased from £633 5m at 31 December 2014
to £775 4m at 31 December 2015 prinapally as a result of
drawdowns on existing faclibes to fund the PSI acquisition
as explained above

In the year, the Group drew on facitities it had in place at

31 December 2014, as well as a further US$60m made avaitable
by the extension of an existing bilateral term loan facility In
addition, US$100m of Senior Notes were repaid in the year

The Group has a well-balanced loan portfolio with a matunty
profile as shown below, to enable the funding of future

growth opportunities

Borrowings by matunty profile

2015 2014
Free cash flow £m fm | Under axisting facilities the Group has available debt headroom
Adjusted operating profit 343 4 3244 | of £286m at 31 December 2015 The components of net debt
Add back deprecatson and amortisation 852 763 at 31 December 2015 are outlined below
Movement in working capital
and provisions 268 “n IO Cash tlow adjastments - 20
Net capital expenditure (110 9) (108 5) fm £m £m £m
Other* {109 3) (1033) | cCash 1195 80 (115 116 0
Free cash flow 2352 1848 | Borrowings (753 0) {106 4) (32 0) (891 4)
* Other includes exceptionals special contributians to pension schemes interest paid/receved Tota! net debt 633 5) (98 4) {43 5) (775 4)

tax and non cash items

Five year trend - adjusted cash flow from operations (Em)

+10% cur

t CAGR represents the compaund annual growth rate from 2011 to 2015
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To ensure the Group 15 not exposed to Income statement
volatility in relation to foreign currency translation on its debt,
the Group ensures that any foreign currency borrowings are
matched to the value of its overseas assets in that currency (an
‘effective’ hedge)

The Group borrows primarnily in US dollars and any currency
translation exposures on the borrowings are offset by the
currency transtation on the US dollar and US dollar-related
overseas assets of the Group The composition of the Group’s
gross borrowings 1n 2015, analysed by currency is as follows

Borrowings by currency
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Strategic report
Financial Review continued

FOREIGN CURRENCY MOVEMENTS

The Group transacts in over 80 currencies, and revenue and
profit are impacted by currency fluctuations However, the
diversification of the Group's revenue base provides a partial
dilution to this exposure

At constant exchange rates, revenue grew 3 2% {actual
exchange rates 3 5%) and adjusted operating profit grew
4 0% (actual exchange rates 5 9%}

The exchange rates used to translate the statement of financial
position and the income statement into sterhng for the five
most matenal currencies used in the Group are shown below

Statement of financial Income

position rates statement rates

Value of £1 2015 2014 2015 2014
Us dollar 148 155 153 165
Euro 136 128 138 124
Chinese renminbi 961 965 962 1015
Hong Kong dollar 1148 1204 1187 12 80
Australian dollar 203 191 2 04 183

SIGNIFICANT ACCOUNTING POLICIES

The consolidated financial statements are prepared in
accordance with IFRS as adopted by the EU Details of the
Group's significant accounting policies are shown in note
1 to the financial statements

EDWARD
Chief Fin

I1GH
aal Officer
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Principal risks and uncertainties

This section sets out a description of the principal risks and uncertainties
that could have a material adverse effect on the Group’s strategy,
performance, results, financial condition and reputation

RISK FRAMEWORK

The Board has overall responsibility for the establishment and
oversight of the Group’s risk management framework which
15 described tn the Directors’ Report on pages 52 to 62 and
78 to 82

The Head of Internal Audit and the Group General Counsel,
who report to the Chief Financial Officer and Chief Executive
Officer respectively, have accountability for reporting the key
risks that the Group faces, the controls ang assurance processes
in place and any ritigating actions or controls Both roles
report to the Audit & Risk Commuittee, attend its meetings and
meet with iIndwidual members each year as required

Risks are formally identified and recorded n a nisk register for
the sigmificant countnes and for each business ine and support
function The risk register is updated at least twice each year
and 15 used to plan the Group's internal audit and risk strategy
In addhition to the nsk reqister, all senior executives and their
direct reports are required to complete an annual return to
confirm that management controls have been effectively
apphed during the year The return covers Sales, Operations,

IT, Finance and People

The Risk Control and Assurance Committee (‘RCA’), comprising
sentor Intertek executives, complements the work of the Audit
& Risk Committee The RCA oversees the development of

the internal control framewaork, reviews the nsk matrices and
nsk management procedures, monitors issues and provides
guidance to management The RCA makes recommendations
to the Intertek Executive Management Team and develops

the Group's Integrated responses to changes in the

regulatory environment

PRINCIPAL RISKS

The Group is affected by a number of nsk factors, some of
which, including macroeconomic and industry specific cyclcal
risks, are outside the Group’s control Some nisks are particular
to Intertek’s operations The principal risks of which the Group
15 aware are detailed on the following pages including a
commentary on how the Group mitigates these nisks These
nsks and uncertainties do not appear in any particular order
of potential materiality or probability of occurrence

There may be other rnisks that are currently unknown or
regarded as immatenal which could turn out to be matenal
Any of these risks could have the potential to impact the
performance of the Group, its assets, hquidity, capital
resources and its reputation

INTERTEK GROUP PLC ANNUAL REPORT AND ACCOUNTS 2015

LONG-TERM VIABILITY STATEMENT

In accordance with prowision C 2 2 of the UK Corporate
Governance Code, the Directors have assessed the viability

of the Group over a five-year pertod to 31 December 2020,

by carrying out a robust assessment of the Group's current
positien and the potential impact of the prinaipal nisks and
uncertainties, induding those that would threaten the Group’s
business model, future performance, solvency or higuidity

The Directors have deterrmined that a five-year period 15
an appropnate period over which to provide the wiability
statement of the Group, as the Group's strategic review
covers a five-year penod

In addition to the bottom-up strategic review process where
the prospects of each bustness line are reviewed, a robust
assessment has been made of the potential operational and
financial iImpacts on the Group of combinations of principal
nsks and uncertainties (as set out in the following pages)

in a number of severe, but plausible, scenarios, as well

as the effectiveness of any ritigating actions

The Group has a broad customer base across Its multiple
business ines and In its different geographrc regtons, and is
supported by a robust Balance Sheet and strong operational
cash flows The Board considers that the diverse nature of
business lines and geographies in which the Group operates
significantly mitigates the impact that any of these scenarios
might have on the Group's viability

Based on this assessment, the Directors confirm that they
have a reasonable expectation that the Company wll be able
to continue 1in operation and meet its liabiittes as they fall
due over the period to 31 December 2020
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Strategic report

Principal risks and uncertainties continued

Operational
PRINCIPAL RISK
REPUTATION

CONTEXT

Reputation is key to the Group
mamtaining and growing its business
Ethrcal breaches and poor quality
service, either within Intertek’s own
operations, 1ts supply chain, or by its
sub-contractors, could damage its
reputation A failure to manage any
subsequent crisis through a lack of
reactive procedures could also
exacerbate the potential damage

POSSIBLE IMPACT

* Failure to meet financial performance
expectations

= Exposure to matenal legal claims,
assoaated costs and wasted
management time

¢ Share price may fall

* {035 of existing or new business

*» Loss of key staff

ACCREDITATION

The Group relies on being awarded
and retaining appropriate
accraditations and affihations around
the world in order to provide 115
certfication services

Hllegal use of Intertek marks by others
abuses the accreditation process and
rnisks negative perceptions of Intertek

« Inability to deliver certain services

* inability to operate in certam
terntonies

* Loss of business in the relevant
industry/country causing damage
to the Group's reputation

PEOPLE RETENTION The Group operates in speciahsed * Poor management succession
sectors and needs to attract and * Lack of continuity
retain employees with relevant e Failure to optimise growth
experience and knowledge in order * Impact on quality, reputation
to take advantage of all growth and customer confidence
opportunities *+ Loss of talent to competitors
and lost market share
OPERATIONAL HEALTH AND Any health and safety incident ansing * Indvidual or multiple injunies
SAFETY from our activities This could result In to employees and others

Injury to Intertek’s employees, sub-
contractors, custormners and/or any
other stakeholders affected

= Litigation or legal/regulatory
enforcement action (including
prosecution) leading to
reputational damage

* Loss of accreditation

« Erosion of customer confidence
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MITIGATION

* Quality Management Systems, adherence to these 1s regufarly audited and reviewed

by external parties, including accreditation bodies

* Risk Management Framework and associated controls and assurance processes,
including contractual review and hability caps where appropnate

« Code of Ethics which 1s communicated to all staff, who undergo regular traming

» Whustle-blowing programme, monitored by the Audit & Risk Committee, where
staff are encouraged to report, without nisk, any fraudulent or other actity hkely
to adversely affect the reputation of the Group

« Zero-tolerance policy with regard to any inappropriate behaviour by any individual
employed by the Group, or acting on the Group's behalf

+ Media comments with regard to Group actvities are centrally reviewed so that
senior management can, where necessary, take appropniate action on a timely
baslis

* Relationship management and communication with external stakeholders

2015 UPDATE

* This risk remains stable compared
to 2014

* The Group continues to robustly
defend claims where they are
without merit, as well as investing
in staff development, quality
systems and standard processes
to prevent operational fallures

* Quality assurance procedures and controls embedded in the operations to ensure
that the Group holds and maintains the necessary accreditations and that the
required operational standards are applied

s Accreditor refationship management — Operations are regularly subjected to audit
and review by external parties including accreditation bodies, governments, trade
affihations, retailers, manufacturers and chents

« Accreditation 1s usually held at an industry, country or site level and loss of
accreditation will not mean loss of accreditation across the Group

* This nisk remains stable compared
to 2014

* The Group regularly refines its
qualty assurance procedures

* While illegal use of Intertek marks
15 a growing problem, the Group
continues to work with Regulatory
and Government bodies to identify
and take swift action where false
marks are identified

= HR strategy polictes and systems

+ Development and reward programme to retain and motivate employees

* Succession planning to ensure effective continuation of leadership and expertise
+ Employee surveys

« Intertek Executive Academy to develop the next generation of global leadership

* This nisk remains stable compared
102014

= 71 semior managers have been
through the Intertek Executive
Academy since 2012

* Quality management and associated controls, ncluding safety training, appropriate
PPE (Personal Protective Equipment), Health & Safety pohicies, meetings and
communication

* Avoiding fatalities, acodents and hazardous situations i1s paramount It is expected
that Intertek employees will operate to the highest standards of health and safety
at all imes and there are controls in place to reduce inadents

 This nsk remains stable compared
to 2014

= There were zero work-related
fatalities in the year, compared
to one in 2014
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Strategic report

Principal risks and uncertainties continued

Operational
PRINCIPAL RISK

BUSINESS CONTINUITY
AND CORPORATE SOCIAL
RESPONSIBILITY {"CSR’)

CONTEXT

Conbinuity a major incident tmpacting
business continuity in terms of
damage to premises and IT systems
{potential causes beng natural
disasters, sigmficant accrdents and
inadents, major staff iliness, etc }

Environment an adverse impact on
the environment due to inadequate
sample storage/disposal, and/or
inappropriate use of materials
dangerous to the environment

Leases Failure to secure the renewal
of a critrcal lease, or having to agree
unfavourable renewal terms

POSSIBLE IMPACT

* Potential injury to our people, loss
of premises permanently or property
damage for an extended penod

* Increased environmental impact,
Increased costs, lack of compliance
with law, regulation or the
requirernents of certification bodies
and/or customers

* Damage to reputation and impact on
customer confidence and share price

INDUSTRY AND COMPETITIVE
LANDSCAPE

A failure to 1dentify, manage and
take advantage of emerging and
future risks Examples mclude the
opportunties provided by new
markets and customers, a fallure to
Innovate N terms of service offerng
and delivery, the challenge of radically
new and different business models,
and the fallure to foresee the impact
of, or adequately respond to and
comply with, changing or new laws
and regulations

* Failure to maximise revenue
opportunities

¢ Fallure to take advantage of
new opportunities

* Lack of ahility to respond flexibly

* Erosion of market share

* Impact on share price

* Sanctions and fines for non-
compliance with new laws, etc

MACRO-ECONOMIC RISK

Macro-economic factors such as

a global/market downturn and
contraction/changing requirements

i certain sectors Further influenced
by related risks such as potential
acquisition fallure or the effect on
hquidity of the inability to renew bank
funding or secure additional funding

¢ A sustained downturn in the
economic cycle can result in a
lower return on invested capital,
as revenue and margin levels
come under pressure

*» Falling market share

 Shrinking customer base

* Impact on share price

CYBER AND DATA SECURITY,
IT SYSTEMS INTEGRITY

Major IT systems integnity 1ssue,

or data securtty breach, either due
to internal or external factors such
as deliberate interference or power
shortages / cuts etc

* Loss of revenue due to down time

* Potential loss of sensitive data with
associated legal imphcations

* Potential costs of IT systems
replacement and repair

* Loss of customer confidence

* Damage to reputation
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MITIGATION

* Business Continuity Plans ('BCPs’) and Disaster Recovery Plans {'DRPs') in place
* Health & Safety polictes, Environmental policy and Sample Storage

pelicy mplemented
» Regular review of leases and pipeline

2015 UPDATE

» This risk remains stable compared
to 20114

* No BCPs or DRPs have had to be
put in place n 2015, and therefore
there has been no downtime n
operational activity, except for
where tests of BCPs or DRPs
have been conducted

= Ongoing development of Global Key Accounts (GKA’) management
* Dversification of customer base

* Focus on new services and acquisitions

* Tracking new laws and regulations

*« Regufar strategic and business line reviews

» This nsk remains stable compared
t0 2014

* The Group's results have been
impacted by the lower levels of
capital expenditure In the energy
sector, driven by lower oil prices,
but more than offset by the diverse
nature of the Group and its ability
to grow revenue and manage the
cost base

» The Group has a diversified service offenng to a wide range of industries and
geographies This reduces the nsk of a downturn in any one sector or region having
a matenal impact on the long-term viability of the Group Where a downturn does
oceur, the Group seeks to reduce, where possible, the cost base whilst retaining its
core capability to take advantage of the cychcal upturn when it comes

* This represents an increasing nisk
compared to 2014

» Commodity prices and particularly
ol have reduced in the year

= Group revenue and margin have
improved despite GDP growth
in China and some emerging
markets starting to slow from
previous high levels

* These impacts have been materially
mitigated by strong cost control
and restructuring actvities

» Information systems policy and governance structure

* Regular system maintenance

» Backup systerns in place

= Disaster recovery plans that are constantly tested and improved to minimise
the impact if a failure does oceur

s Global Information Secunty poliaes in place

» Internal and external audit testing

 This nisk represents an ncreasing
risk compared to 2014

* Review of data security performed
induding data storage, retention
policy, access controk and
encaryption
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Strategic report

Principal risks and uncertainties continued

Legal and Regulatory

PRINCIPAL RISK
LITIGATION

CONTEXT

Claims resulting from mistakes In
Intertek’s work resulting in disputes
with clients and/or other relevant thuird
parties Closely linked to the nsk of
engaging in contracts with non-
standard, unfavourable or onerous
terms, e g high or non-existent
lability caps, iability for consequential
losses or third party losses, poorly-
defined scope of work etc

POSSIBLE IMPACT

« Ftnancial impact (fines by regulators,
suspension of accreditation,
compensation}

+ Financial impact from defending
and setthng daims

* Impact of fines

* Potential impact on insurance
premiums

* Loss of customer confidence

+ Damage to reputation Impact
on share price

* Reduction in profitability «f contract
scope creeps or costs escalate and
prices remamn fixed

» Potential for disproportionate or
unquantifiable liabilities If something
goes wrong and caps are absent
or inadequate

BUSINESS ETHICS

Non-compliance wath intertek’s Code
of Ethics (Code) and/or related laws
such as anb-bribery, anti-money
laundering, and fair competition
legislation Non-compliance could be
either acadental or deliberate, and
committed either by our people or
sub-contractors

+ Litigation, including sigmificant fines
and debarment from certain
terntories/activities

* Reputational damage

= Loss of accreditation

= Erosion of customer confidence

* Impact on share price

Financial

FINANCIAL RISK

Risk of theft, fraud or finanaal
misstatement by employees Other
nsks such as impact of FX movements
on operating Margins on cross
currency contracts

» Financial losses with a direct impact
on the bottom line

* Large scale losses can affect financial
results

» Potential legal proceedings leading
to costs and management time

« Corresponding loss of value and
reputation could result in funding
being wathdrawn or provided at
higher interest rates

* Possible adverse publiaty

44
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MITIGATION

= Effective Quality Management Systems and assurance procedures and controls,
including contractual review and liability caps where appropriate

= Claims management policy and process in place

= All significant inaidents that could potentially result in a claim against the Group
are immediately reported to compliance officers and logged in an inadent database
so that they can be properly managed The Group General Counsel reports any
significant clamms to the Audit & Risk Comrittee External legal counsel is appomted
where approprate

* Insurance liaison - seeking contractual protection from loss or insurance cover
for loss where possible

2015 UPDATE

* This risk remains stable compared
to 2014

+ Addional compliance personnel
have been employed in the year to
increase the bandwidth available to
manage contract reviews and assist
the wider legal framework

« Ongong tratning and education in
respect of contractual habilities
being assumed

* Review of approval imits for
liability caps

» Annual Code of Ethics training and sign-off requirement

* Whistle-blowmng programme, monitored by the Audit & Risk Committee, where
staff are encouraged to report, without risk, any fraudulent or other activity hikely to
adversely affect the reputation of the Group

» Zero-tolerance pohcy with regard to any inappropriate behaviour by any individual
employed by the Group, or acting on the Group's behalf

* The Group employs local people in each country who are aware of local legal and
regulatory requirements There are also extensive internal compliance and audit
systems to facilitate compliance Expert advice is taken in areas where regulations
are uncertain

* The Group continues 1o dedicate resources to ensure comphance with the UK
Bribery Act and all other anti-bnibery legislation, and internal policy

» Thus risk remains stable compared
to 2014

» Ongoing annuat confirmations
ensure that staff verify complance
with the Code of Ethics

» Internal Audit samples that
contractors have signed the
Group's Code

* Dunng 2015, 249 (2014 256) HR
and non-compliance issues were
reported through the
whistleblowing hotline and other
routes All were investigated with
S1 {2014 31) substantiated and
corrective action taken

» The Group has financial, management and systems controls in place to ensure
that the Group's assets are protected from major finanaal nsks

* Treasury policy, management system and framework in place

* Monthly monitonng of FX vanances and remedial actions

« A detailed system of financial reporting 15 in place to ensure that monthly financial
results are thoroughly reviewed The Group also operates a ngorous programme
of internal audits and management reviews Independent external auditors review
the Group’s half year results and audit the Group’s annual financial statements

« This nsk remains stable compared
to 2014

» Internal audit carried out 64
reviews In 2015 (81 1n 2014)

* ‘Dong Business the Right Way'
established as core principle
within Intertek

* Review and roll out of 53 core
mandatory controls for year-end
compliance certificatton
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Strategic report
Sustainability and CSR

IN THIS SECTION

47 Our business
How we are making a positive contribution to socety
and the planet through our work for clients

48 Qur people
Our commitment to the development and well-being
of our people

50 Our environment
Understanding our impact on the environment
and taking action

51 Our communities
Engaging and partnering with local communities

“Our employees are helping companies
around the world to develop products
that are used safely by millions of
people every day ”

ANDRE LACROIX
Chief Executive Officer

48 STRATEGIC REPORT

Intertek has a rnich hentage upon which

a successful organisation has been buult,
with a reputation for having strong ethical
values and behaviours Doing business the
right way Is at the very heart of who we
are and what we stand for

| am dehghted that in 2015 Intertek joined the Sustanable
Apparel Coalition ('SAC’) to support the Higg Index and help
improve supply chain sustainability across the global apparel
and footwear industries Intertek also became a certified
assessor of the Business Environmental Performance Initiative
('BEPI') to support brands and retallers aming to improve
supply chan environmental performance More about these
can be read on page 47

Our talented people are passionate about theur work
and provide assurance to chents across the world in almost
every market

Making sure that our culture recognises our people for therr
contribution and creates opportunities for personal growth

is very important to me and we regularly review our personal
development and recognition programmes Our employees are
also encouraged to emall me directly with their views through
our internal communications channels

The health and safety of all those who conduct work for, or on
behalf of, Intertek and those who visit our premises 15 of course
our prionty And, while we have reported an increase in lost
time and medical treatment injuries overall for 2015, this1s
largely due to improvements in our global reporting processes
{more details on page 50}

This report describes Intertek’s sustainability performance for
2015 and highlights seme of the work we are doing to help our
customers manage ther operations and produce products and
services In a sustainable and ethical manner

We remain committed to reducing our own ecological footpnnt
and will continue to drive enviranmental Initiatives throughout
our operations

W

ANDRE LACROIX
Chief Executive Officer
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Our business

Intertek 15 the trusted quality partner of many of the world’s
leading brands and companies We help our clients to ensure
the quality and safety of their products, assets and processes to
protect their brands and gain competitive advantage

We enable our dients to improve ther performance, gain
efficiencres in manufactunng and logistics, overcome market
constraints and reduce risk Our services span almost every
industry, from textiles, toys and electronics, to bullding,
heating, pharmaceuticals, petroleum, food, and cargo
inspection Through our services, we help our clients to improve
the socl, ethical, safety and environmental impact of therr
services, supply chamns and products that are used by milllons
of people around the world

SUSTAINABLE COALITIONS

Intertek has joined the SAC and wall use their sustainabiity
measurement tool, the Higg Index, to drive envirenmental
responsibiity Membership to SAC means that Intertek joins
mare than 160 global brands, retailers and manufacturers,

as well as government, non-profit environmental organisations
and academic institutions that are collectively commutted to
improving supply chain sustamability in the apparel and
footwear industrnies

Intertek will contribute both data and resources to support
the Higg Index, which gauges environmental sustainabihty
and drives supply chain decision-making to improve efficiency
and sustainability impacts The Higg Index 1s an open source,
indicator-based tool that allows suppliers, manufacturers,
brands and retailers to evaluate matenals, products, facilities
and processes based on environmental and product

design choices

In 2015, Intertek was approved as an assessor by the Business
Environmental Performance Initiative Under the BEPI, Intertek
certifies that an organisation’s standards and principles show
commitment to improving envirenmental impact, while
reducing business risks and costs associated with enhanced
environmental processes Intertek’s onsite environmental
assessments are conducted for brands and retailers aiming

to improve supply chain environmental performance as a
result of applying more efficient processes and best in dass
environmental systems at the production level

BEP! 15 a voluntary environmental intiative by the Foreign

Trade Association ('FTA'), which focuses on trade policy and
global supply chain compliance to an existing social comphiance
programme, Business Social Compliance Initiative, which has
been in place for 12 years The FTA has more than 1,000
members including retailers, importers and brands committed
to improving supply chamn corparate social responsibility
performance
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RESPONDING TO DEVELOPMENTS IN VEHICLE

EMISSIONS LEGISLATION

Intertek has been swift to respond to recent changes in pan-
European regulations for ight duty vehicle exhaust emissions
The fegislation mandates for manufacturers to report exhaust
emissions and fuel consumption figures from real-world driving
n 3 variety of road and traffic conditions This legislative
change comes in part as a response to public disquiet about the
dispanty between officially published laboratory test data and
real world figures on fue! consumption and exhaust emissions

Intertek can now offer real world driving analysis of vehicle
tallpipe emissions using 1ts new Portable Emussions
Measurernent System This new equipment 1s vehicle mounted,
thereby allowing manufacturers to report real world driving
emissions on pubhic roads rather than in a laboratory on a wide
vanety of cars and hight commeraal vehicles, see page 27

INNOVATING AND SUPPORTING RENEWABLE

ENERGY DEVELOPMENT

During 2015, intertek partnered with the Center for the
Evaluation of Clean Energy Technology to offer a first in

the renewable energy industry in North America - a mobile
platform for testing photovoltaic (PV’) modules This mobile
testing laboratory complements Intertek’s wide range of quahty
assurance services for solar products and installations at fixed
laboratory locations The Mobite PV Test center can quickly
verify PV product quality and efficacy in the field to identify
and find solutions for underperforming modules

STEWARDSHIP AND GOVERNANCE

Intertek’s Board of Directors oversees and has the responsibility
for setting the Group's strategy and performance and nsk
management (see pages 52 to 62 and 78 to 82) The Board
acknowledges the importance of diversity in the boardroom

as a key component of good governance As at 31 December
2015, the Board's composition was 30% female and 70% male
and for the semor leadership group (339 people at the end of
2015), 22% female and 78% male To read more about our
Board Diversity, see page 84

Sustainability and CSR are integrated into Intertek through
policy distribution Our operations and support functions are
respansible for identifying and evaluating risks applicable to
therr areas of the business and the design and operation of
suitable nternal controls (see 'Principal Risks and Uncertainties’
on pages 39 to 45) The Board has overall accountability for
Interteks sustainabihty and CSR, and the Group-wide strategy
and implementation are the responsibility of the Sentor Vice
President of ATIC Custorner Service and Operational Excellence
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Strategic report
Sustainability and CSR continued

Our people

Intertek 1s a people business, and 1t 15 Important that our
41,400 people working globally for customers are engaged in
what we do and continue to add value in their roles To achieve
this it 1s iImportant to consider how we give people
opportunities, how we integrate people into our mission and
values, engaging and nspinng our people to deliver our mission
and live our lives across our global business in a way that our
stakeholders expect

ENGAGING AND RETAINING TALENTED PEOPLE

Our aim 15 to engage and retain the best avallable people who
share the mission and values of Intertek Prospective employees
are sourced through a variety of channels, depending on the
location and role, in compliance with local regulations for fair
recrurtment practices and equal opportunities fobs at Intertek
are posted via our website (www Intertek com/careers),
recruitment agencies, socal media, pnnt advertisements,
professional bodies and associations, and schools, colleges
and universittes Where possible, we fill vacancies from wathin
the Company first, in order to offer people career growth

and progress within the Group Intertek 1s an Equal
Opportunities Employer and all qualified applicants are
constdered for employment regardless of gender, race,
religion or national ongin

AN EMPLOYER OF CHOICE

In Chuna, where Intertek employs around 9,600 people,

the business has been recognised for the eighth time
consecutively as one of the top 100 companies in human
resource management in 2015 Ths year, our Employee
Care Plan was recognised as one of the best, together with
11 other world-renowned companies Hosted by 51job com,
the award recognises the HR practices which have made

a significant contribution to the employee expenence and
their personal development

INVESTING IN OUR PEOPLE

Our goal 15 to hire, engage and retain the best people and
provide potential leaders of Intertek wath the skills sets needed
to grow our business We want our people to grow by learning
new skills 1o help them advance therr careers and deliver the
best possible service to our customers Our talent mapping
process 1s critical to the future success of our organisation

to meet business strategy and growth needs

Dunng the year, nearly 100 Intertek managers have
participated in our UK Management Development Programme
The 10-month course developed people’s competencies,
seeking to bring improvements to customer service and higher
confidence levels Going forward into 2016, 60 more Intertek
people will take part in the programme

Intertek continued 1ts scholarship programme in the USA to
support the development of students in science, technology,
engineering and maths ('STEM’) related education to the
amount of $50,000 each year
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Female Male by region

intertek's gender diversity reflects the industries and
qualification profiles typrcal of indwiduals working in the
countries and business lines in which we operate

Intertek total workforce by gender

At 31 December 2015 Intertek employed 41,434 people, an
increase of 7 9% over the previous year

Revenue and headcount

Total number of Intertek employees aver the past five years in
relation to revenue shows continuing growth in employment
and careers

INTERTEK GROUP PLC ANNUAL REPORT AND ACCOUNTS 2015



INCLUSION AND DIVERSITY

We apply all employment policies and practices, including
recruitment, promotion, reward, working conditions and
performance management related policies, in a way that is
informed, fair and objective As such, our inclusion and diversity
policy acts to ehimunate discrimination so that our employees
are treated fairly and feel respected and included in our
workplaces We are commutted 10 maintaiming high standards
of farness, respect and safety and adhere to the prinaples of
the UN Convention on Human Rights and the International
Labour Organization’s core conventions

PROFESSIONAL CONDUCT

intertek strives to help customers meet quabty standards

This work takes place in many markets in the world and
protects them aganst risk by ensuring comphance with local,
nattonal and international laws The vahdity and accuracy of
reports and certificates that we provide to our customers and
maintaining the trust and confidence of our customers, therr
customers and others impacted by our work, are therefore of
utmost importance to us

All those working for or on behalf of Intertek are required to
sign our Code of Ethics upon joining the Company or before
commencing work on our behalf, confirming acceptance of the
high standards expected of them in all business dealings The
Code sets expectations that employees act with integrity and
in an open, honest, ethical and socially responsible manner
intertek employees or people acting on Intertek’s behalf are
respensible for applying the Intertek Code of Ethics in their
own job role, therr part of the business and location To support
therr continual understanding, they are required to complete
our Code of Ethics training course annually

Intertek 1s committed to maintaining a culture where issues

of integrity and professional ethics can be raised and discussed
openly and has a strict policy of zero-tolerance regarding
breaches of compliance policy We have a well-publicised
hotline for all employees, contractors and others representing
Intertek, to enable confidential reporting of suspected
misconduct or breaches of the Code

Dunng 2015 there were 51 reports of non-comphance which
were substantiated daims requinng remedial action Reports
of non-comphance are closely monitored and the Audit & Risk
Commuttee reviews the outcomes of the hotline and
comphance reports on behalf of the Board
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HEALTH & SAFETY

The health, safety and welfare of our people, clients and third
parties connected with the business, are very important

Our aim 1s to achieve zero lost time acadents and Intertek 1s
committed to the continuous review and improvement of its
health and safety performance All employees are given training
on health and safety matters, induding emergency response
procedures and intervention and reporting of acaidents,
incidents and near misses, dunng on boarding Where relevant,
all employees and contractors are provided with personal
protection equipment when performing work for the Company

Lines of communication for health and safety matters exist

at every Intertek location globally This includes a dedicated

fire warden, first-arder and health and safety representative
These representatives enable us to not only investigate incidents
and implement preventive and corrective actions but also
disserminate safety information through toolbox talks and
continual iImprovement programmes to target areas of concern

Duning 2015, we improved the process for reporting and
managing Inadents through the development and
implementation of a global online incident reporting too!
Access to the tool has now been improved to enable employees
to report via the intranet or mobile devices

As a result, Intertek has achieved an increase in near-miss
reporting enabhng us to proactively manage health and safety
During 2015, there was an 11 9% increase in the rate of lost
time injuries and medical treatment injunes due to increased
reporting across Intertek  Alsg, zero occupational fatalities
were recorded

2015 2014 2013
Occupational fatahties 0 1 2
Lost time injuries rate* 018 025 034
Medical treatment 048 034 0136

Injuries rate*

* Rates refer to the number of lost time injunes and medical treatment injuries ogcurnng per
200 000 hours warked

In January 2015, our Asset integnty Management (AIM’)
In-Service Inspection group surpassed four milhon work hours
without a lost-time acadent or injury

In addition, on 9 April 2015 the AIM group reached the one
million hour mark since the last recordable injury
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Strategic report
Sustainability and CSR continued

Our environment

We aim to minimise the impact of our operations on the
environment through reducing energy consumption n our
bulldings and facihties, utihsing renewable sources of energy,
implementing ‘green’ waste management practices, minimising
business travel, carbon offsetting and operating quality
management systems To support this effort, our environmental
and climate change policy 1s implemented through country
management to ensure comphance with local guidelines

and regulations

For 2015, Intertek’s electncity consumption was reported to be
235,873 Mwh (5 69 MWh per employee) and gas consurmption
was reported to be 83,172 MWh (2 00 MWh per employee)

In 2013, Intertek developed its Greenhouse Gas {GHG')
emissions accounting to iInclude all Intertek operations
worldwide Since then, the focus has been on increasing

the quality of information captured and seeking out how the
better data collected can add value to the business The levels
of GHG emissions have been calculated using the gwdelines
of the GHG protocol and DEFRA and relate to the reporting
period from 1 October 2014 to 30 September 2015

CO;e' emusstons from actvities for which Intertek 15
responsible include

GHG Emissions
{(tonnes of CO;e)’

Scope 1 the combustion of fuel 52,145
operation of facilities 11,583
Scope 2 purchase of electnoty,
heat or steamn 137,024

Qutside of scope 114

Total emissions 201,466
Intensity ratios

2015 CO,e per employee 4 86
2014 C0O,e per employee 529
2013 CO;e per employee 575

1 COe - Carbon dioxide equwalent

It 1s important to ensure full completeness of the business’s
GHG emissions glohally To achieve this actual data were
compiled for all the major operating countries and, where
necessary, to cover some sites that were not able to provide
data some figures were extrapolated Extrapolation was based
on equivalent activity data figures, 1 e electnaty and gas
cansumption, of one employee and then multiphed by the
actual amount people at sites This was not the case for minor
contributions such as fugitive emissions Where sites provided
data covening cnly part of the year where, figures were
extrapolated linearly to cover the full year
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In refation to Intertek's Scope 3 emissions (indirect GHG
emissions from sources not owned or directly controlled by
Intertek but which relate to the business” activities), there are

a number of programmes in place which focus on waste
management, water management and business travel These
programmes seek to reduce GHG emissions 1n our supply chamn

BETTER INFORMATION

Better data collection has permitted the identification of
opportunities within Intertek sites to increase internal
effivenaes A good example of this approach i1s the collection
of granular electnaity data in our biggest spending and biggest
user of electnaty, our US business This has permitted more
accurate GHG emissions reporting and the more cost-effective
procurement of electnicity

Our Transportation Technologies business has implemented
several electnaty-produang dynamometers in its Milton

Keynes faality in the UK In 2015, the energy savings have

been significant resulting in a reduction of 74 tonnes of CO,e
Going forward, this facility expects to self-generate a sigrmificant
amount of its total electnaty demand resulting in further

C0O,e reductions and significant operating cost reductions

As the process for accounting for GHG emissions matures more
accurate data wall support a targeted approach of allocating
carbon budgets, absolute emissions reduction targets and/or
Intensity ratie reduction/improvement targets to sites to further
implement Intertek’s commitrment to tackiing cimate change

STANDARDS

Many Intertek sites have environmental management systems
which are certified to I1SO 14001 Environmental management
systems support the continuous improvement of energy
consumption and waste and water management, helping to
reduce the impact of nisk to the environment, control costs and
improve environmental performance To this end, in 2015, all of
the Cargo & Analytical Assessment laboratories in the UK have
achieved joint ISO 14001 and QHSAS 18001 accredrtation

As part of Intertek’s environmental management system, there
are strict controls in place to manage the handling, storage and
disposal of harmful and hazardous substances to mimmise the
nisk of therr release into the environment intertek employees
are fully trained in the safe handling of such substances and are
provided with appropnate equipment and dothing to protect
themselves and reduce the nisk to the environment A antical
element of permitting continuous improvermnent 1s the reporting
of all nadents which all employees are required to do
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Our communities

Our employees’ cultural valies and relationships within the
communities in which they hve and work 15 important to them,
to our business and to our clients Here are some examples of
how our people helped their local communities duning 2015

EMEA

in the UK, Intertek’s Exploration and Production business
continued to Inspire youngsters to embark on careers in the
STEM industnies through organising school careers events

An Intertek employee led a campaign to raise awareness of,
and action against, water pollution in her local community In
KwaZulu-Natal, South Africa The campaign supported an
Intertek employee’s personal development of working towards
an environmental management degree and Intertek South
Afnica’s social development pohlicy

Intertek employees in Stuttgart, Germany took time away
from their desks to support their local community by attending
the annual summer party of Deacon Stetten, a state-owned
organisation for assisted-hving and permanent care of
mentally and physically disabled people

Intertek Sweden employees together spent a total of 12 hours
on exercise bikes in a relay of spinning classes to rase
awareness and money for the Swedish Childhood Cancer
Foundation The event, called Spin of Hope, was run
simultaneously at some 30 fitness centres across Sweden

APAC

Intertek India organised the inauguration of ‘Swachh Bharat
Abhiyan Initiative’, a hygiene and sanitation improvement
project driving the development of the Mohan cooperative
Industral Estate in New Delhi Only 500 metres from Intertek
India headquarters, the imitiative will focus on ensuring the
cleanliness and upkeep of the area for the local community
The inibiative, entirely funded by Intertek India to the amount
of 170 Lakhs {around $250,000) invested over the next few
years, will help improve the hygiene and sanitation of the area

The unvelling of the Swachh Bharat Abhryan Initiative, New Delhi, India

Intertek Indonesia has extended its social responsibility
programme by participating in the community’s health
program, ‘Posyandu’, in Jakarta The programme aims for
a healthier community by promoting healthy and hygienic
practices and by providing basic medical and health
monitornng services
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In 2015, Intertek China received the ‘Responsibility Case' Award
with its public welfare programme “Yangtze River Programme’
This involved enlisting nearly 100 volunteers to carry out water
qualty testing the river which 1s 4,000 mies long Working
with media and other organisations the profile of clean rvers
was rased reaching many local communities

Volunteers cn the Yangtze River Programme receving certificates
of achievement

intertek Bangladesh took the intiative in helping homeless
people durning this year’s cold winter Our volunteers helped to
procure 200 blankets, 70 of which were distnbuted in Dhaka
ity areas and the rest sent to various other parts of the country
such as North Bengal where the winter was particularly harsh

AMERICAS

Intertek volunteers in the US spent a day buillding roof trusses
for a locat home, and constructing a playhouse to be raffled off
tn the community Together, Intertek and its employees raised
around $1,000 for Habitat for Humanity of Tompkins and
Cortland Counties

In Mexico, Intertek arranges monthly school visits to its sites
each year to support students’ education in STEM subjects

The Strategic Report was approved by the Board
on 1 March 2016

By order of the Board

Al

ANDRE LACROIX
Chief Executive Officer

Sustainability and CSR

This report contains Standard Disdosures from the Global Reporting Initiative {GRI)
Sustainability Reporting Guidelines

A table outhming the GRI standard and specific disclosures 15 provaded at the end of this
document on pages 142 and 143
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SIR DAVID REID
Chairman

DIRECTORS' REPORT

DEAR SHAREHOLDER

Once again, on behalf of the Board, | am pleased to present the
Corporate Governance Report for the year ended 31 December ‘
2015 The Board believes that good governance is key to the

long-term success of the Group and we shall continue to

pursue the ‘comply or explain’ approach Corporate

Governance hies at the heart of our Company as compliance

and integnity form part of the foundations upon which our

values and mission as a Company are based The Board

continues to be committed to improving the governance

framework and the need to demonstrate to shareholders

that the Company I1s properly governed in order to support

the delivery of our strategic and business goals

COMPLIANCE WITH THE UK CORPORATE GOVERNANCE
CODE (THE ‘CODE’)

The Company Is subject to the principles and provistons of
the Code, which 15 published and reqularly updated by the
UK Financial Reporting Council (‘FRCY) The latest applicable
update was released Iin September 2014 A copy of the Code
15 available at www fr¢ org uk

| am pleased to report that throughout the year ended

31 December 2015, the Company has comphed with the main
and supporting principles and provisions of the Code, except
for provision B 3 3 for the peniod 14 January to 15 May 2015
Wolfhart Hauser was given approval to join the Board of
Associated British Foods plc as Non-Executive Director, taking
the number of his non-executive directorships during this
period to two The Board considered Wolfhart's other
significant commitments and the decision was taken, in view
of his publicly announced intention to retire, that despite taking
on a second non-executive directorship he would continue

to allocate sufficent time to the Company to discharge his
responsibilities From 16 May 2015 the Company complied
fully wath the Code

Qverleaf 1s an overview of the Company's compliance with the
Code, which should be read in conjunction with this Corporate
Governance Report A {fuller explanation of our compliance with
the Code and the Disclosure Rules and Transparency Rules is set
out on our website at www Intertek com

INTERTEK GROUP PLC ANNUAL REPORT AND ACCOUNTS 2015



SUCCESSION PLANNING

As Chairman, } am focused on ensurning that the Board works
effectively and cohesively under my leadership, with the right
range and balance of skills, expertise and attnibutes to ensure
the continued growth and success of the Group In making any
board appointments, the Nomination Committee is careful to
ensure that it 1s presented with, and considers, a broad range
of candidates With Wolfhart's retirement in May 2015 one of
our key priorittes has been to ensure and support a smooth
transition in the role of Chief Executive Officer to Andre Lacroix
Wolfhart remaned available to support André as required until
the end of December 2015 1 would like to thank him on behalf
of the Board and our shareholders for his exceptional leadership
over the past decade

With the retirement of Chrnistopher Knight at the 2015 Annual
General Meeting (AGM’), the Nomination Committee focused
on evaluating the composition of the Board and ts
Committees We welcomed Gill Rider to the Board as Non-
Executive Director and Chair of the Remuneration Committee
on 1 July 2015 She brings valuable experience to our Board
and further strengthens our diversity not just in respect of
gender but also expenence, skill and personal attnbutes

with Gill's appointment we have three women on our Board,
representing 30%, exceeding the aspirational target of the
Lord Davies Report that 25% of the Board positions at

FTSE 100 companies should be filled by women

More information an the role and actmity of the Nomination
Committee i1s detalled on pages 83 and 84

PERFORMANCE EVALUATION

As announced last year, the evaluation and performance review
of the Board and its Commuttees was undertaken with the
assistance of an independent party, Egon Zehnder | am pleased
to report that the evaluation concluded that the Board and its
Committees operate effectively, with each Director making
significant contributions to debate and discussion Further
details an the ocutcome of the evaluation and its process can

be found on pages 60 and 61
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SHAREHOLDER ENGAGEMENT
Duning the year we consulted extensively with our shareholders
and we hope to continue this positive trend in 2016

More information about our engagement wath shareholders 1s
outhned in the Corporate Governance Report on page 62 and
in the Remuneration report in the letter from the Chairman

to the Remuneration Commttee on page 63

} am interested in hearing the views of our shareholders and
ensuring that the Board take these intc account when
considenng the strategic direction of the Group

BUSINESS FOCUS

A key role for me as Chairman is ensuring that we continually
strive to have high standards of corporate governance whilst
ensuring that the nght contraols are in place to provide the
Board with the appropnate level of oversight and assurance

I hope the following report provides you with mare information
and gives a greater insight into the discussions held at the
Board and its Committee meetings during the year

3=
e

SIR DAVID REID
Chairman
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Directors' report
Corporate governance

COMPLIANCE WITH THE UK CORPORATE GOVERNANCE CODE

For the year ended 31 December 2015, the Company has comphed wath the main and supporting principles and provisions
of the 2014 UK Corporate Governance Code {the ‘Code’), except for provision B 3 3 for the period from 14 January to
15 May 2015 Further details can be found on page 52 From 16 May 2015 to the date of this Report the Company fully

complied with the Code

A full version of the Code can be found on the Financial Reporting Counal’s website at www frc org uk

A LEADERSHIP

A1

Role of the Board

The Board meets formally on a regular basis in order to formulate
Intertek’s strategy and commercal cbyectives and to review the
Company's performance and strategy against set objectives, whilst
ensuring the necessary finances and human resources are in place
There 1s a dear schedule of matters reserved for the Board as
detailed on our website at www intertek com

A2

A clear division
of responsibilities

The Company has both a Charrman, who is responsible for the
leadership and effectiveness of the Board, and a Chief Executive
Officer who 1s responstble for leading the day-to-day management
of the Company within the strategy set by the Board

A3

Role of the Chairman

The Chairman sets the agendas for the meetings ensunng
adequate discussion time especially on strategy, planning and
execution, manages the meeting tmetable and faalitates open
and constructive dialogue during the meetings

A4

Role of the
Non-Executive Directors

The Non-Executive Directors actively engage and monitor
performance and help to develop proposals on strategy They are
responsible for determining the remuneration of the Executive
Directors and have a pnme role in appointing Executive Directors
and In successton planning

B EFFECTIVENESS

B1

The Board's composition

The composition of the Board 1s reviewed regularly by the
Nomination Committee to ensure that there 1s an appropriate
mix of skills, experience, independence, knowledge, gender
and other qualties

B2

Board appointments

The appointment of new Directors to the Board 1s led by the
Nomination Committee The appointment process is clear, ngorous
and transparent Further detalls of the appointments undertaken
dunng the year and succession planring can be found on page 83

B3

Commitment

The tme commitments of Non-Executive Directors are defined on
appointment and regularly evaluated In practice, the time
commitrnents go beyond those set out in the Letters of
Appaintment The Chairman gives consideration to new
directorshups that may impact existing tirme commitments

B4

Traiming and
development

A comprehensive induction programme 1s in place for all new
Directors The Chairman reviews and discusses trairung and
development requirements wath each of the Directors Directors
attend relevant training as necessary to update their knowledge

BS Information The Chairman, in conjunction with the Group Company Secretary,
and support ensures that all Board members receve timely, accurate and
effective Information using the latest technology
B 6 Board, Directer and An externally facilitated evaluation was undertaken at the end of

Committee evaluation

2015 by Egon Zehnder and 1s described on pages 60 and 61

B?7

Re-election of Directors

All Directors were subject to shareholder re-election or election at the
2015 Annual General Meeting ({AGM’), as will be the case at the 2016
AGM, wath the excepticn of Edward Astle, who is retinng  The
Directors’ biographies are available on pages 56 and 57
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COMPLIANCE WITH THE UK CORPORATE GOVERNANCE CODE

C ACCOUNTABILITY C1

Financial and
bustness reporting

The Annual Report and Accounts sets out the performance
of the Company, the business model, strategy and the nsks
and uncertainties relating to the Company The Board have
arrangements in place to ensure that the Annual Report
and Accounts present a fair, balanced and understandable
assessment of the Company’s position and prospects

c2

Risk management
and internal control

The Board sets the Company‘s nsk appetite to achieve ts strategic
objectives and annually reviews the effectiveness of the Company's
risk management and internal conteol systens The activities of

the Audit & Risk Commuttee, which assist the Board with its
responsibilities in relation to nisk setting and management,

are set out on page 78 and 79

The Company's long-term wiability statement 15 also set out on
page 39

Cc3

Audit Committee and
auditing

The Board has delegated a number of responsthilities to the Audit
& Risk Commuttee, whuch has oversight of the nsk management
framework on behalf of the Board The Chairman of the
Commuttee provides regular repaorts to the Board

D REMUNERATION D1

The level and
components of
remuneration

The levels of remuneration of the Executive Directors, and how this
promotes the long-term success of the Comparny, together with an
allgnment of interests between the Directors and shareholders by
linking reward to performance, are explaned in the Directors’
Remuneration report on pages 63 10 77

D2

Development of
remuneration policy
and packages

The activities of the Remuneration Committee, and the way in
which 1t sets executive remuneration, are set out in the Directors’
Remuneration report on pages 63 to 77 No Director 15 mvolved in
setting hus or her own remuneration

E RELATIONS WITH E1
SHAREHOLDERS

Shareholder engagement
and dialogue

The Board seeks 1o actively engage with both institutional and retail
shareholders Details of the shareholder engagement programme
are set out on page 62

E2

Constructive use
of the AGM

The Board values the AGM as an important opportunity to engage
with shareholders Attendees at the AGM have the opportunity to
put questions to the Board and to speak to individual Directors
following the formal business of the meeting

Comphance with the Code

A duller explanation of our compliance with the
Code can be found at www interiek com
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SIR DAVID REID o
Chairman

Appointed to the Board in December 2011
and became Chairman in January 2012

Sir David Reid retired as Non-Executive
Charman of Tesco PLC in Novernber 2011
after serving 1n that role since Apnt 2004
Pror to that he was Deputy Chairman of
Tesco PLC and had served on the Tesco
Board since 1985 Dawid 1s Chairman of the
chanty Whizz-Kidz In February 2012 he was
appomnted a member of the Global Senior
Adwvisory Board of Jefferies International
Limited, a global secunties and investment
banking group He was formerly the Senior
Independent Non-Executive Director of
Reed Elsevier Group PLC {(now RELX Group),
Chairman of Kwik-Fit Group Lid, Non-
Executrve Director at Greenalls Group Plc
(now De Vere Group), Legal & General
Group Plc and Westbury plc

ANDRE LACROIX

Chief Executive Officer

Appornted to the Board as Chief Exeautive
Officer n May 2015 André s an
expernenced Chief Executive with a strong
track record of delivering long-term growth
strategres and shareholder value with global
companies aaoss diverse temtones André
was previcusly Group Chief Executive of
Inchcape plc from 2005 to 2015 and prior to
this he was Chairman and Chief Executive
Officer of Euro Disney S C A From 1996 to
2003 he was the President of Burger King
International, previously part of Diageo
Andre 15 currently the Semor Independent
Director of Reckitt Bendckiser Group plc and
Charrman of Good Restaurants AG

EDWARD LEIGH

Chief Finanaal Officer

Appointed to the Board as Chief Finanaal
Officer in October 2014 He joined Intertek
in March 2013 as the Group’s Finanaal
Controller Pnor to that, Edward spent ning
years at Dixons Retail plc, where he held
several sentor financial management
positions, induding Divistonal & Corporate
Development Finance Director, UK & Ireland
CFO and Group Finanaal Controller From
1995 to 2004 Edward held commercal
financial leadership roles at Procter &
Gamble Co covenng the UK and
international markets

EDWARD ASTLE 00
Non-Executive Director

Appointed to the Board as a Non-Executive
Director in September 2009 Until July 2013,
he was Pro Rector (Enterprise) at Imperial
College London where he had overseen the
university’s relationships with industry, and
led business development opportunities in
the UK and internationally Edward was an
Executive Director of National Gnd plc from
2001 to 2008, a Managing Director at the
BICC Group from 1997 to 1999 and an
Executve and Regional Director at Cable

& Wireless plc from 1989 to 1997 Previously
he held serior business strategy posttions

in the UK and France He s a member of
the BT Equality of Access Board, a member
of the Governing Board of the University

of Manchester and Vice Char of the
Shanncn Trust
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ALAN BROWN 0
Non-Executive Director

Appointed to the Board as a Non-Executive
Director in Apnl 2011 He s currently Group
Chuef Executive Officer of ASCO Global,

an international oilfield support services
business Alan was Chief Executive Officer
of Rentokil Initial ple for five years until
Octaber 2013 He spent 25 years at Unilever
PLC where he rose through a vanety of
finance roles in the UK and Europe and then
general management in Taiwan and Ching
His last four years were as Executive
Chairman of Unilever China Following this,
Alan returned to the UK as Chief Financial
Officer at Impenal Chemical Industnes PLC
taking a leading role I the divestment of
the company

DAME LOUISE MAKIN 00

Non-Executive Director

Appointed to the Board as a Non-Executive
Director in July 2012 Dame Louise Makin i1s
currently Chief Executive Officer of BTG ple,
a growing international speaalist healtthcare
company, a position she has held since
2004 Before joining BTG, Louwise was at
Baxter Healthcare from 2000, holding the
roles of Vice President, Strategy & Business
Development Europe, and from 2001,
President of the Biopharmaceuticals division,
where she was responsible for Europe,
Afnca and the Middle East Prior to her ime
at Baxter, she was Director of Global
Ceramics at Enghsh Chuina Clay and held a
variety of roles at ICl between 1985 and
1998 Louse 1s a Trustee of The Outward
Bound Trust, an Honorary Fellow of

St John's College Cambndge, and a Non-
Executive Director of Woodford Patient
Capital Trust plc She was prevtously a Non-
Executive Director of Premier Foods plc

GILL RIDER CB 0o
Non-Executive Director

Appointed to the Board as a Non-Executive
Director in July 2015 She currently holds
nen-executive directorships with Pennon
Group Plc, where she chairs the
Sustanability Committee and Charles Taylar
Plc where she chairs their Remuneration
Committee She is the Senior Independent
Drrectar at both Gill is also the Char

of Counal (Board) of the University

of Southampton and was the President

of the Chartered Institute of Persornel

& Development for the last five years
Formerly Gill was head of the Cwil Service
Capability Group in the Cabinet Office
reporting to the Cabinet Secretary and pnor
to that held a number of serior positions
with Accenture culminating in the post of
Chief Leadership Qfficer for the global firm
She was previously a Non-Executive Director
of De La Rue plc

MICHAEL WAREING CMG 00

Senior Independent

Non-Executive Director

Appointed to the Board as a Non-Executive
Director in Apnl 2011 He 1s currently the
Senior Independent Director and Audit
Committee Charman at Cobham plc and
was previously a Non-Executive Director and
Audit Committee Charrman at Wolseley plc
Michael was appointed as the Econormic
Development Adwvisor to the Government of
Afghanistan in August 2011 He has major
international and board level knowledge
gamned duning an extensive global career up
to servor partner level at KPMG, where his
last position was as International Chief
Executive Officer, which he occupred for
four years until 2009 He was previously the
Pnime Miruster’s Specal Envoy for
Reconstruction in Southern Irag
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MARK WILLIAMS 00
Non-Executive Director

Appointed to the Board as a Non-Executive
Director in September 2013 Untid February
2013, Dr Mark Wilhams worked for over

33 years at Royal Dutch Shell Pic (‘Shell),
Indluding more than 21 years in Shelt's
Exploration & Production and midstream
businesses in the US, serving maost recently
as Downstream Director and a member of
the Executive Committee of Shell, where he
was one of the top three aperating
executives responsible for all strategic,
capital and operational matters Mark has
held Board positions on non-profit and
industry Boards and 15 currently Chairman
of Hess Corporation in the US

LENA WILSON CBE o
Non-Executive Director

Appointed to the Board as a Non-Executive
Director in July 2012 She 1s currently Chief
Executive Officer of Scottish Enterpnse,
Scotland’s national economic development
agency, a member of Scotland’s Finanaal
Services Adwisory Board and Charr of
Scotland's Energy Jobs Taskforce Prior

to this, she was Chief Executive Officer

of Scottish Development International
(Scotland’s iInternational trade and
investment arm) and Chief Operating
Officer, Scottish Enterpnse Lena was

also a Senior Adwisor to The World Bank

In Washington DC on private sector
development for developing countries
Lena is a member of the University of
Strathdyde’s Business Adwvisory Board,

and an Ambassador for the Prince and
Princess of Wales Hospice and the
Edinburgh Military Tattoo She served

on the Board of the Prince’s Scottish

Youth Business Trust for ten years
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Directors’ report
Corporate governance continued

Leadership

THE ROLE OF THE BOARD

The Board 1s collectively responsible and accountable
to shareholders for providing entrepreneunal leadership
of the Company to ensure that the strategic aims and
financial performance are delivered within a prudent
framework of control systems [t spends time reviewing
the following key activities

* Strategy,

» Growth and development,

* Oversight of performance,

» Corporate governance, and

* Increasing long-term sharehotder value

The Board also reviews and approves the method and
approach to nsk management and internal control systems and
the Group's nsk register The overall powers of Directors are set
out In the Company's Articles of Assoaation, which are
avallable on the Company’s website and may be amended by
speaal resolution of the shareholders The Board may exercise
all powers conferred on 1t by the Articles in accordance with
the Companies Act 2006 and other applicable legislation

The Board has the ultimate responsibility to the Company’s
shareholders for the conduct of our business and also
establishes the Company’s policies There IS a clear division

of responsibility between the running of the Board and the
executive responsibility for running the Company’s business
The Board Approval Matrix formally outlines the matters
specifically requining the consent of the full Board The Board
also delegates specific responsibilities, subject to certain
financial imits, to management and this 1s governed by the
Authonties Cascade which 1s regularly reviewed and updated
to meet business needs The Board decides and reviews all key
pohcies and regulations for the Company, its sirategy, operating
plans, acquisitions, corporate governance, major investments
and disposals, appointment and removal of Directors, nisk
management, financial reporting, audit, sustainability, ethics,
the environment, people policies and pensions

BOARD COMPOSITION AND INDEPENDENCE

As at 31 Decernber 2015, the Board compnised the Chairman,
two Executive Directors and seven Non-Executive Directors
Biographical details of indwidual Directors are set out on
pages 56 and 57

The Nomination Commuttee 15 responsible for reviewing the
composttion of the Board and its Commuttees and assessing
whether the balance of skill, experience, independence and
knowledge 1s appropriate to enable them to operate effectively
Following the retrement of Christopher Knight on 15 May 2015
the Nomination Committee reviewed the composition of the
Board and its Commuttees and recommended the appointment
af Gill Rider as a Non-Executive Director on 1 July 2015 More
detall on the procedure for appointments can be found in the
report of the Nomination Commuttee on page 83
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The Company’'s Non-Executive Directors provide a strong,
independent and external insight to the Board's proceedings
and bring with them a wealth of expenence and knowledge
from other business sectors and industries The Board has
reviewed the independence of the Non-Executive Directors,
other than the Chairman, 1n accordance with the factors set
out for consideration in the Code and determined that each
continues to be independent

Expenence of the Board

‘Where a Director 1s considered 1o have expenence in muluple sectars they have been
recognised n all relevant areas

The Non-Executive Directors are appointed for specfied

terms subject to election and re-election by shareholders at

the AGM each year, if the Board, on the recommendation of
the Nomination Committee deems it appropriate that they
remain in office Any term beyond six years for a Non-Executive
Director 1s subject to a particularly ngorous review to ensure the
progressive refreshing of the Board to meet the evolving needs
of the Company The Letters of Appointment of the Non-
Executive Directors, as well as the Service Agreements of
Executive Directors, are available for inspection at the
Company’s registered offtce and at the AGM
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KEY ROLES AND RESPONSIBILITIES

In hine with the Code there s a clear division of responsibilities
between the Charrman and the Chief Executive Officer, and
these responsibilities have been formalised in writing Their
key responsibilities are set out below

Role Name Responsibility

Charrman Sir Bavid Rend e Leadership and governance

of the Board to ensure
its effectiveness

* Ensure that the Directors
recemve accurate, timely
and clear information

* Ensure that there 15
effective communication
with shareholders

» Facihitate the effective
contnibution to the Board of
the Non-Executive Directors

* Hold meetings with the Non-
Executive Directors without
the Executives present

Chef Wolfhart ¢ Run the day-to-day operation
Executive Hauser (Reured of the business in ne with
Officer 15 May 2015) the strategy and commeraal
objectives as agreed by
the Board
André Lacroix -« Responsible for promoting
(Appointed and conducting the affairs of
16 May 2015) the Company wath the highest
standards of ethics, integnty
and corporate governance
s Lead the Executive
Management Team
Senmor Michael +  Prowide a sounding board
Independent  Wareing for the Chairman
Non-Executive * Responsible for leading the
Director Directors review of the

Chairman’s performance

+ Be avallable to meet with
shareholders should they
have concerns which have
not been resolved through
normal channels
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GROUP COMPANY SECRETARY

The Group Company Secretary supports the Chairman in the
delivery of our Board and governance procedures, in particular
in the planning of agendas for the annual cycle of Board and
Commitiee meetings, and In ensunng that information 1s made
available to the Board members on a timely basis She also
arranges for the Non-Executive Directors to meet with investors
to discuss aspects of our corporate governance arrangements
on request

The Group Company Secretary also supports the Board by
providing advice and services, including access to independent
professional advice, at the Group’s expense, and ensures that
an accurate record of all the meetings and Committee meetings
is taken If a member of the Board has any concerns about the
Company or any of the decisions taken, this would be recorded
in the minutes No such concerns were raised during the year

The Company has granted an indemnity, to the extent
permitted by law, to each of the Directors and the Group
Company Secretary Directors’ and Offrcers’ habilty insurance
151n place

DIRECTQRS’ CONFLICTS OF INTEREST

Under the Companies Act 2006 all Directors have a duty

to avold confhicts of interest and to disclose any outside
appointments The Board has a formal procedure to identify
actual and potential conflicts of Directors” interests The
Directors are advised of the process for dealing with conflicts
of interest upon appaintment and they are reminded of this
obligation at subsequent Board meetings

Any authonised decisions are reviewed on an annual basis or
when a new Director 15 appointed, or if a new potential conflict
anises The Conflicts of Interest Register 1s maintained by the
Group Company Secretary and is reviewed annually by the
Board Directors abstain from voting when there is a vote to
approve therr own reported confhicts tn 2015, this process
operated effectively
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Directors’ report
Corporate governance continued

Effectiveness

BOARD ACTIVITY DURING THE YEAR

Ouring 2015, there were six scheduled Board meetings There
was also frequent ad-hoc contact between Directors to discuss
the Group's affairs and development of its business A table of
Directors’ attendance at Board meetings during the year 1s set
out below Details of the Directors’ Commuttee attendance are
set out i thew respective reports

Regular agenda items included

« Updates on Group strategy and commercial objectives,

» Chief Executive’s Business Performance Reports,

* 2015 annual business budget,

» Approval of full year results, Annual Report and Accounts,
half year results, the AGM arcular and dvidends,

* Reports of the activities of the Audit & Risk, Remuneration
and Nomination Committees,

= Reappointment of Cuectors at the 2015 AGM,

* Conflicts of interest,

* Updates on governance, risk, iternal controls and compliance,

* Updates on developments, acguisitions and disposals, and

* Talent mapping and succession planning

The Non-Executive Directors also receive monthly Business
Performance Reports and information which enables them

to review the performance of the Group and management
against the agreed strategy, budget objectives and prior penod
performance As well as the above, during the year the Board
receive updates on debt financing and investor relations

BOARD MEETING ATTENDANCE

Board Membership and Meeting Attendance

Board Members Number of scheduled
meetings held in 2015
Ehgible

1o attend Attendance
Sir David Reid 6 6
Charrman
Wolfhart Hauser 3 3
Chuef Executive Officer (retired 15 May 2015)
André Lacroix 3 3
Chiet Executive Officer (appainted 16 May 2015)
Edward Leigh 6 6
Chief Financial Officer
Edward Astle 6 6
Non Executive Director
Alan Brown 6 6
Non Executive Director
Chnstopher Knught 3 3
Non-Executive Director (retired 15 May 2015)
Dame Louise Makin 6 Y
Non Executive Director
Gill Rider 3 3
Nan-Executive Director
(appointed 1 July 2015}
Michael Wareing 6 [
Senior Independent Non Executive Directar
Mark Williams & 6
Non-Executive Director
Lena Wilson B 6

Neon-Executive Director

When required the Board a'so met at short natice on a guorate basis
1 Dame Louise Makin was unable to attend cne meeting due 1o an
unavodable commitment
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Board visit to Chicago (USA)
In October 2015, the Board wisited the Intertek operations
in Chicago

This provided an excellent opporturity for the Board to
meet with the US management and to visit sites The local
management team presented on the drivers of the local
operations and businesses and opportunities in the region
There was also time for informal interaction between the
Board and senior management after the meetings

DIRECTORS’ INDUCTION AND DEVELOPMENT

There 15 a formal induction programme which 15 talored

to meet the needs of new Directors This 1s managed by

the Chairman and the Group Company Secretary Dunng

the programme, new Directors receve background information
on the Company and details of board procedures, directors’
responsibilities and various governance related issues

The induction also includes a senes of meetings with other
members of the Board, senior members of management

and external adwvisers

During the year André Lacroix and Gill Rider completed

their iInduction programmes including orientation from the
relevant senior executives in relation to each of the business
hnes and other functions to ensure that they gain a deeper
understanding and knowledge of the business They receved
information about the business operations, internal audit
activities, Group nsks and management processes and
procedures Both conducted visits 1o various sites and
laborataries to see the operations

All Directors are kept up-to-date wath information about
Intertek’s business and there 1s an cngoing programme of
informaticn dissermination 1t 1s wportant that the Directors
have an appreciation of our business both in the UK and
overseas and during the year there were presentations from
senior management to the Board, and meetings have been
held on regional strategy to mncrease the understanding of
operations, opportunrties and nisks The Group Company
Secretary, In conjunction with the Group's advisers, monitors
legal and governance developments and Directors are regularly
updated on such matters

PERFORMANCE EVALUATION

The effectiveness of the Board 1s vital to the success of the
Group and the Company undertakes a rigorous evaluation
review each year in order to assess how well the Board, the
Committees, the Directors and the Chairman are performing

2015 External Board evaluation

As planned, and recommended by the Code, a formal
evaluation process was facilitated by a third party, Egon
Zehnder, under the direction of the Chairman at the end of
2015 Egon Zehnder has no other connection to the Company
apart from n relation to the 2015 Board evaluation and search
consultancy services

A key context for this year's review was our CEQ succession
where, after 10 years as CEQ, Wolfhart Hauser retired at the
AGM in May 2015 and was succeeded by André Lacroix
Accordingly the review focused mainly on the period since May
when André assumed the CEQ position, while also taking into
account the outstanding learnings and opportunities from the
previous leadership to ensure continuity
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It was noted that the CEO succession process was well led by
the Charman and the Board had found and appointed a highly
capable and proven CEQ who could take the Company through
the next era of leadership Further, the feedback on thes early
period of his leadership was extremely positive, this included

a major strateqic review and working it through with the
executive management and the Board

There 15 a real sense of clanty and alignment on the
comprehensive strategy review completed over the last seven
months to December 2015 The Board I1s delighted to see
André’s purposeful, thoughtful and energetic leadership
producing an improvement i business performance and
constructive board dynamics There 1s a clear plan looking
forward wath timescales and milestones and priorites for
implementation and review at the Board

The Board recognise the scale of the challenges and
opportunities in realising the value they can deliver for
shareholders and are optimistic that it can be done This
1s based on the work done inter alia on the “differentiated
value proposition” and the ‘good to great accelerators’

Alongside the Strategy, André has led a detaled review with
his management team of the vision, core purpose, mission and
values which 1s a key element of alignment and ensuring good
execution rnight across the Group

The Board recognises the importance of People in our business
and André has been gquick to lead a strong focus on strategic
capability in HR, people processes and talent development

The Board processes were reviewed tn terms of the
construction, composition, and dynamics of their Committees
The connections between the Board and the Commuttees are
good with 1ts Executives and Non-Executives Directors working
well together Governance overall 1s seen to be sound An
exception, and a surprise, was the voting down of last year's
Remuneration Report The Board took this very senously and
has carned out a detalled review of the underlying reasons

In particular our new Charr of the Remuneration Committee,
Gill Rider, together with our new external remuneration
advisers have as required engaged with shareholders on our
response to their concerns The Board believe on the basis of
this constructive engagement and changes we have made that
our 2015 Remuneration Report will receive a positive vote from
our Sharehelders at this year's AGM

Lastly, and importantly, the Board believe the Company 1s
entering a new era of opportunity We have a good strategy
for growth We have a capable, motivated, and energised team
and an excellent CEO to lead them to deliver shareholder value
In conclusion, the review has shown that the Board and its
Commuttees continue to operate in an effiaent and effective
manner

Chairman and Non-Executive Director evaluation

The Non-Executive Directors, led by the Senior Independent
Non-Executive Director, conducted a performance review of
the Chairman They considered his teadership, performance
and overall contribution to be of a high standard and he
continues to have therr full support
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The Chairman met with each Non-Executive Director to

discuss individual contributions and performance, together
with traiming and development needs The Board has confirmed
that the contribution of each of the Directors continues to be
effective and recommends that shareholders should be
supportive of thewr election or re-election to the Board

GOVERNANCE FRAMEWORK AND BOARD COMMITTEES
The Group has a clear Governance Framework, as set out In
the diagram below, whtch explains how authonity I1s delegated
from the Board

The prinapal Board Committees comprise the Audit
& Risk Committee, the Nomination Committee and
the Remuneration Committee

Each of the Board's Committees has received delegated
authority to carry out the business defined in its respective
Terms of Reference The Board 1s satisfied that the Terms of
Reference for each of these Committees reflect current best
practice and satisfy the terms of the Code The Terms of
Reference for these principal Committees are available on
our website at www intertek com

At each Board Meeting, the Charr of each Commuttee provides
the Board with a brief summary of the work carned cut by
their Committee, If any, between Board meetings and makes
recommendations to the Board for approval Further
information on the responsibilities and activities of each of the
Commuttees can be found on pages 63 to 77 (Remuneration
Committee), pages 78 1o 82 (Audit & Risk Commuttee) and

on pages 83 and 84 (Nomination Committee)

The Board also delegates certain responsibilities

to management and this is governed by the Authorities
Cascade which 1s regularly reviewed and updated

to meet busmess needs
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OPERATIONAL COMMITTEES

Executive Management Team

The Executive Management Team, which comprises the
Executive Directors, the senior Group and Executive Vice-
Presidents and other senior management, meet regularly
to discuss and deade business and operational ssues

The biographical details of the members of the Committee
can be found on pages 22 and 23

Investment Committee

The Investment Committee 15 responsible for reviewing
sigmficant contracts, leases and acquisitions, undertaking
post investment appraisal reviews, and overseeing capital
expenditure and mvestments as defined in the Authorities
Cascade and forms part of the Intertek Corporate
Governance Framework The membership of the Investment
Committee consists of the Chief Executive Officer and

the Chief Financial Officer The Commuttee 1s serviced

by the Deputy Company Secretary

Risk Control and Assurance Committee ("RCA’)
There are two key elements to the work of the RCA

1 To oversee the development and improvement of the
Group’s nsk management, internal controls and assurance
framework and the related procedures and systems, and

2 To oversee the operation and implementation of the
procedures and systems identified

The RCA 1s comprised of the Chief Financial Officer, Group
Company Secretary, Chief Information Officer, Executive
Vice-President Human Resources, Group Financial Controller,
Group General Counsel and Head of Internal Audit

More information on the RCA 1s avallable in the report of the
Audit & Risk Committee on page 81

RELATIONSHIP WITH SHAREHOLDERS

Shareholder engagement

The wviews and opintons of our sharehclders are important to
the Company and we maintain an ongoing engagement
programme for major shareholders

An independent Investor Study for Intertek was undertaken
during Apnl and May 2015 Thisinvolved a quantrtative
assessment of the business based on past performance and
forecasts of the future, together with a qualitative assessment
based on interviews with 19 leading institutional investors in
the UK and North America controlling an identified 45% of
the issued share capital of the Company between them

The findings of the study were then presented to the Board

in July 2015

The Chairman and the Semor Independent Non-Executive
Director are available to meet with shareholders The other
Non-Executive Directors are also available to meet wath
institutional shareholders to discuss any matters relating to

the Company The Company's website has an investors section
which includes a wealth of information that may be of interest
to our shareholders and investors
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Our largest shareholders are invited annually to meet with the
Chairman to share their views In 2015 we invited shareholders
holding more than 40% of the share register collectively to
these meetings The Company has also consulted extensively
with shareholders in relation to remuneration following the
2015 AGM There was engagement and meetings held
between the Charr of the Remuneraton Committee and
shareholders representing over 50% of the share register

2015 tnvestor Relations Calendar

February Chairman shareholder meetings
March Annuat Results Roadshows
Apnil Investar site visit

Testing, Inspection & Assurance Canference

May Annual General Meeting
AGM Trading Update
New CEQ introductory sharehaolder meetings
June European Business Serwvices Conference
Independent shareholder study with UK and
US investors

August Interim Results Roadshows

September Support & Business Services Conference
European Large Cap Conference
Piwate Wealth Management Roadshow
Shareholder consultation on remuneration
November Trading Statement

December US Business Services Conference

Annual General Meeting

This year the AGM will be held on 25 May 2016 at 9 00am

in the Park Room at the Westbury Hotel, Conduit Street,
London, W1S 2FY The AGM prowides the opporturity for all
shareholders to develop their understanding of the Company’s
strategy and operations, to ask questions of the full Board on
the matters put to the meeting, induding the Annual Report
and Accounts All Board members attend the AGM and, in
particular, the Chairs of the Audit & Risk, Nomination and
Remuneration Committees are available to answer questions
The Company proposes a resolution on each separate 15sue
and does not combine resolutions inappropnately The
Notice of the AGM ("Notice’} 15 sent to shareholders by
e-communications or by post

A copy of the Notice 15 avallable on the website at
www Intertek com
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Directors’ report
Remuneration report

Gill Rider - Chair of the Remuneration Cornmittee

DEAR SHAREHOLDER

2015 has been a year of change, in which we have expenenced
the retirernent of Wolthart Hauser after 10 years as CEQ and the
appointment of André Lacroix as his successor, whilst responding
positively to the continued economic challenge in key markets

Thus 1s my first repart to you and | want to start by emphasising
that the Remuneration Committee (the ‘Commuittee’) takes the
views of the Group's shareholders very senously We are sorry
that our Report on Remuneration last year did not receive our
shareholders’ support | would ke to extend our thanks to all
of our shareholders who have taken the tme over the recent
months to provide us with their views on executive remuneration
matters Taking into account the feedback that we receved,
the Commuttee has worked to ensure that the approach

to executive remuneration at Intertek is in the best interests

of both the Group and its shareholders

The main concern for many of our shareholders last year was the
approach taken to the joining arrangernents for the new CEQ,
André Lacroix, and in particular the guaranteed bonus Following
the feedhack and opposiion from shareholders to this element of
guarantee, and as we cammunicated at the tme of the result of
the AGM, the Board, in consultation with André Lacroix,
determined that his 2015 Bonus 1s subject to the usual
performance cntenia and a compensatory award in this regard
will no longer be made In future, the Committee wall ensure that
we take into account the views of shareholders when considenng
and agreeing the remuneration arrangements for new recruits

Following the AGM, the Committee undertook a ‘deep dive’
review of all of the components of the remuneration policy
to ensure that they continue to support the Group's strategy
and the chjective of delivering sustainable long-term returns
to shareholders

Qverall, the Committee determined that the core remuneration
policy, which was approved by shareholders at the 2014 AGM,
remained appropnate and this i1s reflected in the largely unchanged
polcy presented on the following pages for approval at our

2016 AGM

The key area that the Commutiee considered appropnate to
change was the approach to the annual incentve As you will see
in this year’s Annual Repart on Remuneration, we have simplified
our measures for 2016 and aligned them more closely to the
delivery of the growth strategy of the business and shareholder
feedback In line wath the growth strategy of the new CEQ, the
annual incentive will be based solely on financal performance

as follows, with effect from 1 January 2016

* 80% — a matnx based on revenue growth and operating
profit growth, and
» 20% — based on return on invested capital performance
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The elements specifically required to be audited within
the shaded sections of pages 70 to 74 have been audited
by KPMG Audit Pic in comphance with the requirements
of the Regulations

Bonuses will continue to be subject to a quality of earnings
review at the end of the year to ensure that pay-outs are
appropnate based on the underlying performance of the
Group and to ensure that any awards are commensurate with
the Group’s culture and values

The Commuttee has also updated the policy to reflect the minor
changes in benefits ncluded in the terms and conditicns of the
new CEO following his appointment in 2015 Benefits provided will
reman within the maximum opportunty of 12% of base salary

As outlined in the 2014 Remuneration report, the Committee
deferred the setting of performance targets and the award of the
2015 LTIP, the award was made tn September 2015, following the
appointment of André Lacrox as CEO and consultation with
shareholders Details of the final targets are provided on page 72

Given the increasing focus from some investors on the tme
horizens for long-term incentive plans, the Commuttee had
substantial debate on the matter of extending the holding perod
for our Long Term Incentive Plan beyond the current six month
post-vesting In our view, given the nature of our customer faang
business, the new management team now in place, the new
business growth strategy and direction and also the recent history
of LTIP pay-outs at Intertek - we felt 1t prudent to keep the holding
penod as it 1s for now The Committee will review this next year
and has provided itself wath the flexibility within the policy report
to Increase the time honzons for LTIP awards

With respect to 2015, the Company delivered solhd financal
performance, illustrated by 5 9% growth in adjusted operating
profit over 2014, 6 5% growth in adjusted diluted EPS and a return
on capital employed of 16 9%, with strong cash conversion In
Iight of the financial performance delivered during the year by the
management team, the Committee approved bonus pay-outs
relating to financiat performance of 95 7% of the maximum The
bonus payments of André Lacroix and Wolfhart Hauser have been
pro-rated for time In service

As the performance targets attached to the 2013 LTIP, which was
measured based on EPS and relative TSR performance over the
three-year penod to 31 Decernber 2015, were not met, this award
will lapse in full in 2016

An addihional change being made by the Committee 15

the introduction of a new all employee share plan to increase
ahgnment to shareholders across the Group The new plan,

the Intertek Group plc Savings Related Share Option Scheme
(comprising the UK tax-advantaged scherne and the International
Scheme — the “SRS'), will be operated in all of the junisdictions
withun which the Group operates (subject to feasibility and minor
changes for tax and legal purposes as required) The SRS will be
subject to shareholder approval at the forthcoming AGM

I hope you will find that you are able to support the level of
remuneration we have determined for 2015 and our remuneration
policy as submitted for your approval at this year's AGM Once
agamn | would like to thank you for your engagement and guidance
duning our consultation rounds this year

Yours sincerely,

GILL RIDER
Chair of the Remuneration Committee
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Directors’ Remuneration
Policy Report

The section below sets out the Remuneration pohicy for
executive and nan-executive Directors, which 1s subject to a
binding vote of shareholders and will if applied, be effective
from the date of the 2016 AGM

POLICY OVERVIEW

We continue to focus on ensuring that our remuneration policy
15 appropriate for the nature, size and complexity of the Group,
encourages our employees in the development of their careers
and 1s directed to deliver continued profitable growth

Our remuneration strategy 1s to

* align and recognise the individual’s contnbution to help us
succeed in achieving our growth strategy and long-term
business goals,

* attract, engage, motivate and retain the best available people
by positicning total pay and benefits to be competitive in the
relevant market and in line with the ability of the business to
pay,

+ reward people equitably for the size of therr responsibilities
and performance, and

* motivate high performers to increase shareholder value and
share in the Group's success

EFach year the Committee approves the overall reward strategy
for the Group and considers the indimdual remuneration of the
Executive Directors and certain senior executives

REMUNERATION POLICY FOR DIRECTORS

The Commuttee reviews the balance between base salary and
performance-related remuneration against the key objectives
and targets so as to ensure performance 15 appropriately
rewarded This also ensures outcomes are a far reflection

of the underlying performance of the Group

As a global service business, our success i1s criically dependent
on the performance and retention of our key people around
the world Employment costs represent the major element

of Group operating costs As a global Group our pay
arrangements take into account both local and international
markets and we operate a global remuneration policy
framework to achieve our reward strategy

Qur peer groups for the majonty of our employees consist

of internaticnal industrial or business service organisations
and similar-sized businesses For our more senior executives
we base our remuneration compariscns on a blend of factors,
including sector, job complexity, location, responsibilities

and performance, whilst recognising the Company 15 listed

in the UK

We beheve that a significant proportion of remuneration for
senior executives should be related to performance, with part
of that remuneration being deferred in the form of shares and
subject to continued employment and longer-term
performance We also beligve that share-based remuneration
should form a significant element of sertor executives’
compensation, so that there is a strong knk to the sustained
future success of the Group

The following tabte sets out the key aspects of the remuneration policy for Directors

ELEMENT PURPOSE AND OPERATION MAXIMUM PERFORMANCE
OF PAY LINK TQ STRATEGY QOPPORTUNITY MEASURES
BASE To attract and retain The Commitiee reviews salanes There 15 no prescnbed maximum Indvidual performance is
SALARY high performing annually, taking account of the scale annual increase taken into account when
Executive Directors to of responstoilities the indwidual s The Committee 1s guided by the salary levels are reviewed
lead the Group experence and perfermance general increase for the employee
Whilst the Commuttee takes population but on occasions may need
benchmarking infarmation into to recognise other factors including,
account 11s deasions are based but are not imited to, development in
primarily on the performance of role change in respansibility and/or
the indwidual concerned against the vanance to market levels of
above factors to ensure that there remuneration
is no unjustified upward ratchet in
base salary
BENEFITS To provide competitive Benefits include but are not imited to The total value of these benefits n/a
benefiis io ensure the annual medicals hfe assurance cover {excluding the all-employee plans)
well-being of of up 1o six times base salary, will not exceed 12% of salary
employees allowances in lieu of a company car
P or other benefits pnvate medu):fal The maximum opportunity under
any all-employee share plan is in
insurance (for the indvidual and his
dependants) and other benefits hne with all other employees and
tympically provided to senior executives ﬁ&SR%E:&:'HEd by the prevating
Executive Dieectors can participate in
the all-employee share plans operated
by the Company on the same bass as
all other employees
PENSION To provide competitive Executive Directors can elect to jotn Up to 30% of salary n/a

retirement benefits

the Company's defined contribution
pension scheme, recaive pension
contributions into therr personal
pension plan ar recewe a cash sum
10 k2w of pension contnbutions

64 DIRECTORS' REPORT

INTERTEK GROUP PLC ANNUAL REPORT AND ACCOUNTS 2015



ELEMENT PURPOSE AND QPERATION MAXIMUM PERFORMANCE

OF PAY LINK TO STRATEGY OPPORTUNITY MEASURES

ANNUAL To drive the short-term Awards are based on Group annual The maximum opportumty 1s 200% of  The annual bonus will be
INCENTIVE strategy and recognise financial performance targets, with salary for all Executive Directors measured agatnst a range of

PLAN (‘AIP")

annual performance
aganst 1argets whach
are based on business
olyectives

performance targets set annually
by the Comruttee

Normally, 50% of any bonus 15 paid
in cash and $0% deferced into shares
which will vest after a pentod of three
years subject to continued
employment

Accrued dwdends on deferred shares
during the deferral peniod are paid in
In cash or shares 31 the end of the
deferra! period

Not pensianable
Ma'us and clawback provisions apply

The Committee has the ability to
reduce bonus payments if 1t believes
that short term performance has been
achieved at the expense of the Group's
long-term future success

The Commitiee can adust upwards the
bonus gutturn (up 1o the maximum set
out above) to recognise very
exceptional crcumstances of to
recognise that circumstances have
occurred which were beyond 1he dicect
responsibility of the executwe and the
executive has managed and mibigated
the impact of any loss

key Group financial measures

The current intention 15 that
nane of the bonus wall be
subject to non-finanaal
measures or personat
performance measures The
Committee however retains
the discretion to introduce
such measures in the future
up to a maxsmum of 20% of
the bonus Where the
Committee were to intreduce
such measures it would
normally consult with the
Company s largest
institutional shareholders

The stretch targets when
met reward exceptional
achievement and contribution
There s no bonus pay-out if
threshold targets are not met

LONG-TERM

To retain and reward
Executve Directors for

Annual grant of conditicnal shares
which vest after three years, subject to

Up to 250% of salary in respect of any
financial year

LTIP awards are subject to
performance conditions based

INCENTIVE the delivery of long-term  Company performance and ¢continued on Earning Per Share ('EPS")
PLAN perfarmance employment growth and relative Total
(‘LTIP") To support the Awards may be made in other forms Shareholder Return (TSR')
continuity of the (e g mil-cost options} if considered At least a quarter of each
leadership of the appropriate award will be based on each
business The shares will also be subject to a ?T{'ﬁ:ﬁ;fﬁfﬁ:&e:axt::%
To provide long term six-month holding penod after vesting tﬁe Committes ¥ Y
aligrment of Executives’  The Commuttee has the discretion to
Interests with nceease the length of the holding 25% of an award wall vest
shareholders by linking period an future years for achieving threshold
rewards to Intertek s Performance targets are set annually performance, tncreasing
performance pro-rata to full vesting for
for each three-year performance cycle
by the Commutiee the achievemant of stretch
performance targets
Accrued dwidends dunng the vesting
perod to be pawd in cash or shares at 3?;?:&?‘1?;{%;3?& also
vesting to the extent that shares vast b h f
The Committee may adjust and ?Jl; ;?fr}at:c}aleuﬁésrglcr‘.lon
amend awards n accordance with
the LTIP rules
Toincrease alignment Executive Duectors are requied 10 CEO 200% of salar n/a
SHARE g g b
between executives ratam any vesied shares {net of tax)
OWNERSHIP and shareholders under the Group s share plans until the CFO 200% of salary
GUIDELINES guideline 15 met
The guideline should be met wathin
five years of the gudeline being set
NON- To attract and retain A proportion of the fees (at least 50%)  As for the Executive Directors there nfa
EXECUTIVE hugh calibre Non- are paid m cash with the remainder 15 na prescnbed maximum annual
DIRECTORS’ Executive Directons used to purchase shares increase The Committee s guwded by
through the proviston of the general increase for the employee
Fees are determined based on the
FEES market competitive fees responsibility and time committed 10 population but on occasons may need

the Group s affars and appropriate
market compansons

‘With the exception of benefits-in-kingd
ansing from the performance of
duties no other benefits are provided
other than to the Chairman who
recenes a car allowance of £25,000
per annum

to recognise other factors including
but not limited to, change In
respansibility and/or vanance

to market levels of remuneration

CHANGES TO THE POLICY TABLE
All changes made to our policy are detailed in the Chair's statement Minor wording changes have also been made to ensure
that the policy can be implemented as mtended by the Remuneration Committee

SELECTION OF PERFORMANCE METRICS

The annual bonus is based on performance against a mix of financial measures The mix of finanaal measures 1s aligned to the
Group's Key Performance Indicators (KPIs) and 1s reviewed each year by the Remuneration Comrmuttee to ensure that they remain
appropriate to reflect the priorities for the business i the year ahead The targets are set for each KPI to encourage continuous
improvement and challenge the delivery of stretch performance
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Directors’ report
Remuneration report continued

The LTIP 1s based on EPS growth and TSR performance EPS 1s a measure of the Group's overall financial success and TSR provides
an external assessment of the Company’s performance agamst the market It also aligns the rewards receved by executives with
the returns received by shareholders A shding scale of challenging performance 1argets Is set for each measure The Committee
reviews the choice of perforrmance measures and the appropnateness of the performance targets prior to each LTIP grant The
Commuttee reserves the discretion to set different targets for future awards, without consulting with shareholders The targets
for awards granted under this remuneration policy are set out in the Annual Report on Remuneration

When setting the targets for the annual bonus and the LTiP, the Remuneration Committee takes into account a range of factors,
including the business plan, prior year performance, market conditions and consensus forecasts

REMUNERATION SCENARIOS FOR EXECUTIVE DIRECTORS
The charts below illustrate how the Executive Directors’ remuneration packages vary at different levels of performance under
the ongoing policy, which will apply n 2016 for both the Chief Executive Officer ('CEQ") and Chief Finanaial Officer ('CFQ")

Value of remuneration packages at different levels of performance

Points relating to the above table

Salary lavels are based an those applying on 1 Apnl 2016

The value of taxable benefits s based on the cost of supplying those benefits tas disclosed) for the year ended 31 December 2015

The value ¢f pensicn recewable by the CEQ and CFO 1n 2016 1s taken to be 30% of salary and 20% of salary respactively

The an target level of bonus 15 taken to be 50% of the maumum bonus opportunity

The on target level of the LTIP s taken 1o be 50% of the face value of the award at grant

Share price movement and dvidend accrizal have not been incorporated into the values shown above

APPROACH TO RECRUITMENT AND PROMOTIONS

The remuneration package for a new Executive Director - base salary, benefits, pension, annual bonus and long-term incentive
awards - would be set in accordance with the terms of the Company's prevailing approved remuneration policy at the time of
appointment The Comrmittee may set the base salary at a value to reflect the calibre, expenence and earnings potential of a
candidate, subject to the Commuttee’s judgement that the level of remuneration i1s In the Company’s best interest The maximum
level of variable pay (@nnual bonus and long-term incentive awards) which may be awarded to a new executive director at or
shortly following recruitment shall be limited to 450% of salary These limits exclude buy-out awards and are in line with the !
‘Remuneration Policy for Directors’ set out previgusly

L T I ST N

The Committee may offer additional cash and/or share-based elements to take account of remuneration rehnquished when leaving !
the former employer when 1t considers these to be in the best interests of the Company {and therefare shareholders) {‘buy-outs”) :
Any such awards would reflect the nature, tme honizons and performance requirements attaching to the remuneration 1t 1s

intended to replace Where appropriate the Commuttee retains the flexibihity to utihise Listing Rule 9 4 2 for the purpose of making

an award to ‘buy out’ remureration relinguished when leaving the former employer

For external and internal appointments, the Committee may agree that the Company will meet certain relocation expenses and
continuing allowances as appropriate Additionally, in the case of any Executive Director being recruited from overseas, or being
recrurted by the Company to relocate overseas to perform ther duties, the Commuttee may offer expatnate benefits on an
ongoing basis subject to their agaregate value to the individual not exceeding 50% of salary per annum
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For an Internal Executive Director appointment, any vanable
pay element awarded in respect of the prior role may be
allowed to pay out according to its terms, adjusted as relevant
to take into account the appointment In addition, any other
angoing remuneration obligations existing prior 1o appontment
may continue

If a new Charrman or non-executive Director 1s appointed,
remuneration arrangements will be in line with those detailed
in the remuneration pohcy for non-executive directors set out
in the Remuneration Policy for Directors above

SERVICE CONTRACTS FOR EXECUTIVE DIRECTORS

The service agreements of the Executive Directors are not fixed-
term and are terminable by either the Company or the Director
on 12 months’ notice and make provision, at the Board's
discretion, for early termination by way of payment of salary
and penston contributions in leu of 12 months’ notice In
calculating the amount payable to a Director on termination of
employment, the Board would take into account the
commercial interests of the Company and apply usual commen
law and contractual pnnciples Any payments in lieu of notice
may be paid in a lump sum or may be paid in instalments and
reduce if the director finds alternative employment The service
contracts are availlable for inspection at the Company's
registered office The Committee reviews the contractual terms
for new Executive Directors to ensure these reflect best
practice In summary, the contractual provisions are

Provision Detailed Terms

Notce period 12 months

Common law and contractual Common law and contractual
principles principles apply

discretion 1s applied by the Committee in refation to
executive Directors, will be disclosed in the following
Annual Report on Remuneration

The default treatment for deferred bonus awards I1s that

any outstanding awards lapse on cessation of employment
However In certain ‘good leaver' arcumstances (as described
under the 2011 LTIP above), awards will vest in full on the
onginal vesting date, unless {as permitted under the plan
rules) the Committee determines that awards should vest

at an earlier date

In determining whether an executive should be treated as
a good leaver or not, the Committee wilt take into account
the reasons for their departure

LETTERS OF APPOINTMENT FOR NON-EXECUTIVE
DIRECTORS

The Letter of Appointment for each Non-Executive Director
states that they are appointed for an imitial penod of three years
and all appointments are terminable by one month's notice on
either side At the end of the inhial penod and after ngorous
review the appointrment may be renewed for a further period,
usually three years, If the Company and the Director agree and
subject to annual re-election at the AGM Each letter of
appointment states that iIf the Company were to terminate the
appointment, the Director would not be entitled to any
compensation for loss of office

The table below sets out the terms for all current members of
the Board

Notice Penod/

Remuneration entitlerments A bonus may be payable {pro-rata
where relevant) and outstanding

share awards may vest (see below)

No Executive Director's contract
contains provisions or addrtional
paymenits in respect of change of
control The treatment of bonus
awards and outstanding share
awards wilt be treated in kne with
the relevant plan rules

Change of control

The annual bonus may be payable with respect to the period of
the financial year served Any share-based entitlements granted
to an Executive Director under the Company’s share plans will
be determined based on the relevant plan rules

The default treatment under the 2011 LTIP is that any
outstanding awards fapse on cessation of employment
However, in certain prescnibed arcumstances, such as death,
ill-health, disability, retirement or other circumstances at the
discretion of the Committee, "good leaver” status may be
apphed For good leavers, awards will normally vest on the
onginal vesting date, subject to the satisfaction of the relevant
performance conditions at that time and reduced pro-rata to
reflect the proportion of the performance penod actually
served However, the Commuttee has discretion to determine
that awards vest at an earher date and/or to disapply time pro-
rating, although 1t s envisaged that this would only be applied
In exceptional crcumstances Any such inadents, where

INTERTEK GROUP PLC ANNUAL REPORT AND ACCOUNTS 2015

Date of unexpired term as
Appointment at 31 December 2015
Sir David Reid 1 December 2011 Ona month/
Reappointed 23 months
1 December 2014
Edward Astle” 1 September 2009 One month/
Reapponted 32 months
1 September 2012
Reappointed
1 September 2015
Alan Brown 15 Aprl 2011 One month/
Reappointed 15 months
15 April 2014
Dame Louise Makin 1 July 2012 One month/
Reappointed 30 months
1 July 2015
Gill Rider 1 July 2015 One month/
30 months
Michael Wareing 15 Apnl 2011 One month/
Reappointed 15 months
15 Apnl 2014
Mark Willilams 1 September 2013 One month/
8 months
Lena Wilson 1 July 2012 One month/
Reappointed 30 months
1 July 2015

* Edward Astle will be stepping down from the Board at the AGM on 25 May 2016
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Directors’ report
Remuneration report continued

CONSIDERATION OF EMPLOYMENT CONDITIONS
ELSEWHERE IN THE COMPANY

When setting the remuneration policy for executive directors,
the Remuneration Committee takes into account the pay and
employment conditions elsewhere within the Group When
cansiderning the remuneration arrangements for the executive
directors for the year ahead, the Committee 15 informed

of salary increases across the wider group The Committee
also approves the overall reward strategy in operation

across the Group

The remuneration strategy set out at the beginning of the
Directors’ Remuneration Policy Report reflects the strategy

In place across all employees across the Group Although this
remuneration strategy applies across the Group, given the size
of the group and the geographical spread of its operations,
the way in which the remuneration policy 1s implemented varies
across the Group For example bonus deferral applies at

the more senior levels within the Group and participation

tn the LTIP Is at the Remuneration Committee’s discretion

and 15 typically hmited to senior executives employed within
the Group

Given the geographical spread of the Group's operations,

the Remuneration Committee does not consider 1t appropriate
to consult employees on the remuneration policy In operation
for Executive Directors

CONSIDERATION OF SHAREHOLDER VIEWS

The Remuneration Committee takes the views of the Group’s
shareholders very seriously, and as highhighted in both the
Remuneration Committee Chair's statement and the
Chairman’s statement, following the vote on the Annual
Remuneration Report at the 2015 AGM, has taken considerable
time to engage with and bisten to shareholders over the course
of 2015 and early 2016 on their views and the remuneration
policy going forward The pohcy that 1s being put to
shareholders for approval at the 2016 AGM reflects the policy
discussed with shareholders during the consultation process

LEGACY ARRANGEMENTS

For avoidance of doubt, through this approved Directors’
Remuneration Policy Report, authonty 1s given to the Company
1o honour any commitments entered into with current or
former Directors (such as the vesting of past share awards)
that were agreed

(1) before the pohcy set out above, or any previous policy,
came Into effect,

() at a ime when a previous policy approved by shareholders
was In place provided that the payment isin line wath the terms
of that policy, and

{m) at a time when the relevant individual was not a Director of
the Company and the payment was not in consideration for the
indmidual becoming a director of the Company
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COMMITTEE MEMBERSHIP AND MEETING ATTENDANCE
Membership and attendance at meetings of the Committee
dunng the year was as follows

Committee Members Number of meetings held in 2015

Ehgible to attend Altendance
Chnstopher Kmight' 4 4
{Commuttee Chair)
Gill Rider? 3 3
(Commuttee Char)
Alan Brown’ 5 4
Dame Louise Makin 8 8
Mark Willhlams* 4 4
1t Chrstopher Knight retired from the Committee on 15 May 2015
2 Gill Rider was appointed to the Commuttee as Chair on 1 July 2015
3 Afan Brown stepped down from the Committee on 1 July 2015 hawng missed gne

meeting called at very short notice due ta outside commitments.
4 Mark Wilhams was appointad to the Commuittee on 15 May 2015 and acted as Charr

for the penod 15 May to 30 June 2015
The Chairman, CEQ, and the Executive Vice President, Human
Resources may, by invitation, attend the Committee meetings,
except when therr own remuneration is discussed No Director
i1s involved in determiming his or her own remuneration None
of the Committee members has had any personal financial
interest, except as shareholders, in the matters decded The
Group Company Secretary acts as Secretary to the Committee

THE ROLE OF THE COMMITTEE
On behalf of the Board, the Commiitee

» determines the Company’s policy on the remuneration
of the Chairman, the CEQ, the Executive Directors and
Senior executives,

» deterrmines the remuneration packages of the above, mduding
any compensation on termination of office,

« reviews the remuneration arrangements for the wider
employee population and considers i1ssues relating
to remuneratian that may have a significant impact
on the Group,

= provides advice to, and consults with, the CEQ on major policy
1ssues affecting the remuneration of other executives, and

* keeps remuneration policy under review in the light of
regulatory and best practice developments and shareholder
expectations Due regard Is given to the interests of
shareholders and the requirements of the Listing Rules
and associated guidance

The Terms of Reference of the Committee are available on
our website at www intertek com

THE ACTIVITY OF THE COMMITTEE
The Committee met eight times and considered

« the 2015 Reward Strategy,

» the salary for semior management and the determination
of the bonus payments for 2015,

* the TSR and EPS performance results for the 2012 - 2015
share plan award cycles,

= the 2015 bonus targets and performance measures,

« share plan awards for 2015 — 2018 and TSR and EPS
performance critena,

« feedback from shareholders and corporate governance
orgamisations i respect of the vote on the Remuneration
report at the 2015 AGM, the Remuneration Policy and the
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amendment of the LTIP performance conditions for the 2015
share award to ensure that the targets reman reahstic and
incentivising,

» the remuneration proposals for the new CEQ, CFO and other
new sentor employees,

 the departure terms for senior executives,

» the remuneration adwisers,

* motivation & retention,

« the review of the Directors’ Remuneration report to ensure
comphance with Remuneration Reporting Regulations, and

= the Remuneration Policy for Directors

ADVISERS

To ensure that the Group’s remuneration practices drive and
support achievernent of strategies and are market competitive,
the Comrmittee obtains advice from vanous independent sources

During 2015, the Committee received advice on remuneration

matters from New Bndge Street (NBS’), a trading name of Aon
plc, which provided no other services to the Committee during
the year under review

Following the AGM, the Committee also received advice from
Deloitte LLP Deloitte provided no other services to the
Committee during the year under review

NBS and Deloitte are members of the Remuneration Consultants
Group and adhere to the Voluntary Code of Conduct in relation
to executive remuneration consutting in the UK

NBS and Deloitte were both selected for therr particular expertise
bath at a local and global level due to the worldwide operations
of the Group

The fees paid to NBS for prowiding adwice in relation to executive
remuneration over the finanaal year under review were £57,280
The fees paid to Deloitte n the year were £26,700

EXTERNAL APPOINTMENTS

The Company recognises that, during their employment with
the Company, Executive Directors may be invited to become
Non-Executive Directors of other companies and that such
duties can broaden their experience and knowledge Executive
Directors may, with the written consent of the Company,
accept such appointments outside the Company, and the
policy is that any fees may be retained by the Director

André Lacroix

André s the Senior independent Non-Executive Director at
Reckitt Benckiser Group plc for which his earnings from 16 May
2015 to 31 December 2015 were £76,118 which he retained
He s also Charman of Good Restaurants AG for which he
received no earnings for the period 16 May 2015 to 31
December 2015

Wolfhart Hauser

Wolfhart Hauser is a Non-Executive Director of RELX Group
(previously Reed Elsevier PLC and Reed Elsevier NV}, and his
earmings for this appointment from 1 January to 15 May 2015,
which he retained, were £33,750 with taxable benefits of
£780 He was appointed a Non-Executive Director of
Assocated British Foods plc with effect from 14 January 2015
and his earnings for the period from appointment to the

15 May 2015 were £24,556 which he retained
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STATEMENT OF SHAREHOLDER VOTING

At the 2015 AGM, a resolution was proposed to shareholders
to approve the Remuneration report for the year ended

31 December 2014 This resolution receved the following
votes from shareholders

Remuneration report

In favour 57,723,515 48 32%
Aganst 61,739,614 51 68%
Total 119,463,129 74 03%
Withheld 1,092,723

On 15 May 2015 we announced the AGM voting figures

and advised that, noting the outcome of the vote on the
Remuneration report, the Committee had engaged with
major shareholders and had taken into account their feedback
As aresult, the Board, in consultation with André Lacroix,
determined that hus 2015 Bonus would be subject to the usual
performance cnteria Further details on actions taken by the
Committee are provided In the Remuneration Committee
Charr's statement

RETIREMENT AND APPOINTMENT OF CEO

Retirement of CEO Woalfhart Hauser retired from the position
of CEO on 15 May 2015, he continued as an employee until

31 December 2015, with no change to his terms and
conditions

Appointment of new CEO André Lacroix joined the
Company as CEQ on 16 May 2015 His remuneration
arrangements on appomntment were within the defined
structure and limits of the Directors’ Remuneration Policy
approved by shareholders at the 2014 AGM He receved an
annual salary of £895,000, a pension allowance of 30% of
safary, and standard benefits commensurate with his position
He is eligible to be considered for a discretionary bonus of up to
200% of salary wath half of any bonus paid being deferred into
shares which will vest three years later Following engagement
with shareholders, it was agreed his bonus in 2015 was subject
to the normal structure and mits, with the payment adjusted
pro-rata for the proportion of the year from his date of
appointment He was also eligible to participate in the Intertek
LTIP and an award in shares equal to 250% of his salary was
made in September 2015

To compensate André Lacrowx for the loss of payments that
would have been made to him by Inchcape plc under s annual
and long-term incentive plans if he had not resigned, share
awards have been made to htm of 91,575 shares to vest in
May 2016 and 91,574 shares to vest m May 2017 both with

no performance conditions other than continued service In
determining the level of compensatory awards, the Company
has taken account of the value of the awards forfeited as well
as the performance hurdles attached to them

DIRECTORS" REPORT 69

1¥0d3d ,SHOLI3410



Directors’ report
Remuneration report continued

DIRECTORS’ REMUNERATION EARNED IN 2015

The table below summarnises Directors' remuneration received In 2015 and the prior year for comparison

BIK arising
from
Base salary performance Annual Long-term
or fees Benefits* of duties'  Pension bonus* incentives Other Total
£000 £000 £000 £'000 £'000 £000 £000 £000
Executive Directors
André Lacrox® 2015 557 20 - 167 1,080 - - 1,824
Wolfhart Hauser 2015 274 23 - 842 495 ~ - 876
2014 725 72 - 1812 644 3896 - 2,0M
Edward Leigh? 2015 390 24 - 787 772 -5 - 1,264
2014 90 5 - 187 69 -5 - 182
Non-Executive
Directors
Edward Astle 2015 ral - 1 - - - - 72
2014 ra - 1 - - - - 72
Alan Brown 2015 67 - - - - - - 67
2014 66 - - - - - - 66
Chrnistopher Knight 2015 38 - - - - - - 38
2014 86 - - - - - - 86
Dame Louise Makin 2015 66 - 1 - - - - 67
2014 66 - - - - - - 66
Gill Rider 2015 32 - - - - - - 32
Sir Dawvid Reid 2015 320 25 3 - - - - 348
2014 320 25 6 - - - - 351
Michael Wareing 2015 93 - 7 - - - - 100
2014 a3 - 7 - - - - 100
Mark Williams 2015 65 - 4 - - - - 69
2014 58 - 8 - - - - 66
Lena Wilson 2015 68 - 6 - - - - 74
2014 68 - 6 - - - - 74

Benefits include alowances in lieu of company car annual medicals Iife assurance and private medical insurance and the use of 3 car and driver for the CEQ With respect to the

Nen Executive Directers other than Sir David Reid wha receives a car allowance of £25 €00 per annum no ather benafits are previded

Pension cantributions for Wolfhart Hauser were made into his persanal scheme

[« ENE Y PO

Information for Edward Leigh for 2014 «s for remuneration from 1 October 2014 on his appowniment as CFQ

This relates to the payment of the annual bonus and Deferred Bonus Share Award for the financial year end Further details of this payment are set out on the following pages

This relates to the vesting of the 2012 LTIP award The performance period for this award ended an 31 Gecember 2015

This figure has been updated to show the actual value of the vested 2012 LTIP award based on the share price of £25 7967 as the 2014 Repert included figures based on £24 75

The pension contributions for Edward Leigh indude the sum of £39 600 (2014 £9 900} which was paid nnto the Intertek Group Personal Pensicn Plan which is a defined contrbution scheme
Following a review by HMRC certain expenses refating ta the performance of a director s duties (not included in the Benefits in Kind column above) in carrying aut the actmties such as travel

to and from Company meetings and related accommodation have now been classified as taxable In such ¢ases the Company will ensure that the director 15 not out of packet by settling the
related tax via the PSA In hne with current regulations these taxable benefits have been disdosed and are shown in the benefits ansing from performance of duties column The figures

shown are the cost of the taxable benefit

9 Information for Andre Lacroix for 2015 1s for remuneration from 16 May 2015 on his appaintment as CEQ

ANNUAL BONUS

The annual bonus for the 2015 financal year was based on performance against adjusted diluted EPS growth, adjusted operating
profit growth, cash conversion, return on invested capital and general contribution Performance against the financial targets is set

out below
%
% 2013 2014 2015 2015 % Weighted
Financial measures Weighting Actual Actual Target? Actual Achieved? achievement
Adjusted diluted EPS growth' 50% 128 8p 1321p 1348p 1392p 100% 50%
Adjusted operating profit growth* 25% f£3206m £3244m £3336m £340Im 829% 20 7%
Operating cash flow % of adjusted operating profit 15% 728% 91 0% 930% 103 7% 100% 15%
Return on invested capital 10% 184% 16 3% 16 0% 16 9% 100% 10%
Total 100% 95 7%

1 Calculated using constant 2014 exchange rates Adjusted results exchude the impact of Separately Disclosed items which includes the impawment of Industry Services

(see note 3 to the financial statements)
2 Target s eguvalent 1o 50% pay-out
3 Percentage achieved against stretch target
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General Contnibution Is a qualitative award taking into account the overall personal contribution of the Executive Director
to developing the strategy for the Group, ensuring sustainability, team building and leadership

The Remuneration Committee discussed and assessed the general contnbution of André Lacroix and Edward Leigh to be

100% for the year, and 70% for Wolfhart Hauser

The combined bonus outturn for both the financial and General Contribution elements is as follows

Financial targets General contribution Total
Maximum Actual Maximum Actual Maximum Actual
% of salary % ofsalary % ofsalary % ofsalary % ofsalary % of salary
André Lacroix 160 0% 153 2% 40 0% 40 0% 200 0% 193 2%
Wolfhart Hauser 160 0% 153 2% 40 0% 28 0% 200 0% 1812%
Edward Leigh 160 0% 153 2% 400% 40 0% 200 0% 193 2%
The annual bonus outturn in cash and shares s as follows
Deferred LTIP
Payable Share Share
in cash Award Award
£ 000 £'000 £7000
André Lacroix 5401 5401 2,2375%
Wolfhart Hauser' 2475 2475 -
Edward Leigh 386 2 386 2 8007

1 As a result of bus retirement as a Diector on 16 May 2015 and ceasing employment with Intertek on 31 December 2045 1t was determined that no LTIP would be awarded for 2015

2 See page 76 LTIP awards to be granted laterin 2016

The Committee has the discretion to adjust the final bonus cutcome downwards if it considers short-term performance has been
achieved at the expense of long-term future success The Committee may also adjust the final bonus outcome upwards to
recognise exceptional arcumstances that were beyond the direct responsibility of the Executive Director and the Executive has
managed and mitigated the impact of any loss The Committee did not exercise any discretion in respect of the above bonus

outturn

Both the cash and share elements of the bonus are subject to malus and clawback Overpayments may be reclaimed in the

event of performance achievements being found to be significantly misstated
VESTING OF LTIP SHARE AWARDS

The LTIP Share awards granted in 2013 are based on performance for the three-year penad ended 31 December 2015
The performance conditions attached to this award and actual performance against these conditions 1s as follows

Threshald Stretch Actual Vesting
Metnc Performance conditton target target performance level
Earnings Per Share Annualised fully diluted, adjusted EPS 6% 16% 41% 0%
growth, calculated on the basis of foreign
exchange rates adopted at the start of the
performance cycle
Total Sharehofder Return Relatwe TSR performance against the Median Upper Below 0%
FTSE 31 to 130 (excluding banks and quartile median’
investment trusts)
Total vesting 0%
1 TSR performance calculation was calculated by Deloitte Intertek was ranked 68th of the 92 members of the comparater group of companies
The LTIP Share awards granted in 2013 to the Executive Directors were as follows
Number of
Number shares based Number Number
of shares on accrued Total number of shares of shares Value
Executive Director at grant dividends of shares to lapse to vest! £
Wolfhart Hauser? 41,378 2,079 43,457 (43,457) - -
Edward Leigh? 1,755 88 1,843 (1,843) - -

Total vesting

1 The 2013 award includes accrual of dnadends paid and payabte during the vesting pernod
2 Awards granted on 5 March 2013 w be pro-tated to reflect 33 months employment gut of 36 month term

3 Awards granted on 20 May 2013 which reflect awards made prior to Edward Leigh s appointment as CFQ on 1 October 2014
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Directors’ report
Remuneration report continued

LTIP SHARE AWARDS GRANTED DURING THE YEAR
The following LTIP Share awards were granted to the Executive Directors on 22 Septermber 2015

Number % of face
Share price of shares value that Vesting
Basis of at date overwhich Facevalueof  would vest determined by
award of grant  award was award atthreshold performance
Type of award granted £ granted £:000 performance over
André Lacroix LTIP Share 250% 2474 90,440 2,237 25% Three
Award of salary years to 31
Edward Leigh LTIP Share 200% 2474 32,336 800 25% December
Award of salary 27

The LTIP Share awards granted in 2015 are based on performance for the three-year peniod ended 31 December 2017
Dunng 2015, the Remuneratron Commuttee consulted with the Group’s largest shareholders on the EPS performance targets
for the 2015 LTIP awards

Following a review of the challenging trading environment wathin which the Company 1s operating in, particularly within the ol
and gas capex and minerals business, and having reviewed external expectations over the performance perod, the Remuneration
Committee considered 1t appropriate to re-position the EPS targets that apply for the 2015 awards {which will apply to 50% of the
award) In ne with this consultation, the performance conditions attached to this award and actual performance against these
conditions Is as follows

Threshold Stretch
Metnc Performance condition target target
Earnings Per Share Annualised fully diluted, adjusted EPS growth, 4% 10%
calculated on the basis of foreign exchange rates
adaopted at the start of the performance cycle
Total Shareholder Return Relative TSR performance aganst the FTSE 31 to 130 Median Upper
(excluding banks and investment trusts) quartile

MIRROR SHARE AWARDS

On 20 May 2015 Andre Lacroix was granted conditional nghts to acquire 183,149 shares under a one-off arrangement as a
condition of his recritment as CEQ of the Company The prinaipal terms of the award are summansed below The award
comprised two parts, tranche A and B, with tranche A vesting on 20 May 2016 and tranche B vesting on 20 May 2017

Granted Vested in Lapsedin 31 December
n 2015 Dividend 2015 2015 2015
Number  Award price accrued  Number of Number Number Date of
Type of award of shares £ 1n 2015 shares of shares of shares vesting
Mirror Award Tranche A 91,575 28 006 1,810 - - 93,385 May 2016
Mirror Award Tranche B 91,574 28 006 1,810 - - 93,384 May 2017
Total 183,149 - 3,620 - — 186,769

Shares were awarded at a share price of £28 006, heing the average closing mid-market price of an ordinary share of 1p on the
trading days during the first 10 calendar days of September 2014 (baing the date used for the calculation of the mirror awards in
the negotiations with the Director) Each tranche will ordinanly vest on its normal vesting date subject to André Lacroix’s continued
employment with Intertek The awards may only be satisfied with market purchased shares or cash No newly 1ssued shares or
treasury shares will be used in connection with the awards The Mirror Share awards attract dividend equivalent shares
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SHARE PLAN AWARDS
The table below shows the Directors’ interests in the Intertek share plans

31 December  Granted in Vested in Lapsed in 31 December

Type 2014 2015 Award  Dwvidend 2015 2015 2015
of Number Number price!  accrued in Number Number Number Date of
Award of shares of shares £ 2015* of shares? of shares of shares vesting

André Lacroix

20157 LTIP Share - 90,440 2474 - - - 90,440 Sep 2018
Dividend - - - 612 - - 612

Total - 90,440 - 612 - - 91,052

Edward Leigh

20134 Share 1,755 - 3417 - - - 1,755 May 2016
Dividend 53 - - 35 - - 88
Performance 1,755 - 3417 - - - 1,755 May 2016
Dividend 53 - - 35 - - 88

20145 Deferred 1,331 - 3041 - - - 1,331 Mar 2017
Share
Dwvidend 22 - - 26 - - 48
LTIP Share 6,576 - 304 - - - 6,576 Mar 2017
Dividend m - - 130 - - 21

2015 Deferred - 5,405 25572 - - - 5,405 Mar 2018
Share®
Dividend - - - 106 - - 106
LTIP Share’ - 32,336 2474 - - - 32,336 Sep 2018
Dividend - - - 218 - — 218

Total 11,656 37,74 ~ 550 - - 49,947

Wolfhart Hauser

2012 Share 28,696 - 2324 — (28,696) - - Mar 2015
Dividend 1,258 — - - (1,258) - -
Performance 57,392 - 2324 - {14,462) (42,930) - Mar 2015
Dwidend 2,517 - - - {634) (1,883) -

2013 Share? 20,689 - 33528 - - - 20,689 Jan 2016
Diwvidend 630 - - 409 - - 1,039
Performance’ 41,378 - 33528 - - - 41,378 Mar 2016
Dividend 1,261 - - 818 - - 2,079

2014 Deferred 10,507 - 304 - - - 10,507 Jan 2016
Share®
Dividend?® 177 - - 208 - - 385
LTIP Share’ 46,991 - 3041 - - - 46,991 Mar 2007
Dividend 794 - - 929 - - 1,723

2015 Deferred - 12,585 25572 - - - 12,585 Jan 2016
Share?
Dmdend?® - - - 248 - - 248

Total 212,290 12,585 - 2,612 (45,050 (44,813) 137,624

1 Awards made are based on a share price cbtained by averaging the closing share prices for the {ve dealing days before the date of grant

2 Awards vested on 6 March 2015 onwhich date the closing market pnce of shares was £25 7967 having been granted on 6 March 2012 on which date the closing market price was £22 62

3 Awards will vest on 5 March 2016 subject to perfermance and continued employment, having been granted on 5 March 2013 onwhich date the closing market price was £34 40 50% of
awards are subject 1 EPS and 50% are subject to relatve TSR The EPS threshold level was set at 6% per annum and the upper target at 16% per annum Under the TSR condition the
Company s TSR ranking is measured relatve to the FTSE index members 31 to 130 (excluding banks and investment trusts)

4 Awards wll vest on 20 May 2016 subject to performance and continued employment having been granted on 29 May 2013 on which date the dosing market price was £33 27 50%
of awards are subject to EPS and 50% are subject to relative TSR The EPS threshald level was set a1 6% per annum and the upper target at 16% per annum Under the TSR conditon
the Company s 75K ranking 1s measured relative to the FTSE index members 31 to 136G {excluding banks and investment trusts}

5 Awards will vest on 10 March 2017 subject to performance and continued employment having been granted on 10 March 2014 on which date the closing market price was £30 46 50%
of awards are subject to EPS and 50% are subject to relatve TSR The EPS threshald level was set a1 6% per annum and the upper target at 14% per annum Under the TSR condition the
Company s TSR ranking 15 measured relative to the FTSE index members 31 to 130 (exctuding banks and investment trusts)

& Awards will vest on 9 March 2018 subject to continued employmens having been granted on 9 March 2015 on whsch date the closing market price was £25 70

7 Awards will vest on 22 September 2018 subjec to performance and contniued employment, having been granted on 22 September 2015 on which date the clasing market price was £23 94
50% of awards are subject to £PS and 50% are subject to relative TSR The EPS threshold level was set at 4% per annum and the upper target at 10% per annum Under the TSR condition
the Company 5 7SR ranking is measured relative to the FTSE index members 31 10 130 (excluding banks and investment {rusts}

8 Awards vested in January 2016 and will be held until the onginal vesting dates

9 The dwidend shares are accrued on the date the dvdend is paid and determined using the closing market pace of the shares on that date The dwdend accruals relate to share awards made
1n bew of not recemng cash dvdends duning the vesting period
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Directors’ report
Remuneration report continued

MALUS AND CLAWBACK

Malus and clawback will operate In arcurmstances where there 1s reasonable ewidence of misbehaviour or matenal error, conduct
considered gross misconduct, breach of any restrictive covenants by particpants, conduct which resulted in (a} sigrificant loss(es)
to the Company, failure to meet appropniate standards of fitness and proprietary, a matenal falure of management in the
Company, a discovery of a matenal misstatement in the audited consoltdated accounts or the behaviour of a Director has a
significant detrimental impact on the reputation of the Group

DIRECTORS' INTERESTS IN ORDINARY SHARES

The interests of the Directors in the shares of the Company as at the year end, or date of retirement, are set out below Save as
stated in this report, duning the course of the year, no Director nor any member of his or her immediate family had any other
nterest in the ordinary share capital of the Company or any of its subsidiaries

Benefically Benefically

owned at owned at Qutstanding Outstanding

31 December 31 December LTIP Deferred Outstanding Shareholding Shareholding

2014 oron 2015 or on Share Shares/ Share Award asa % of guidehne

appointment  retirement’ Awards Mirror Awards dividends salary? met?

André Lacroix! - 100,000 90,440 183,149 4,232 3103 Yes
Edward Leigh 1,000 1.000 40,667 B.491 789 7} No?
Edward Astle 1,220 1,443 - - - n/a n/a
Alan Brown 71,3918 1,623 - - - n/a n/a
Dame Louise Makin 342 546 - - - n/a n/a
Sir David Reid 2,192 2,828 - - - n/a n/a
Gill Rider? - - - - - n/a n/a
Michael Wareing 3,578 3,801 - - - n/a n/a
Mark Willlams 2172 2,384 - - n/a n/a
Lena Wilson 326 530 - - - n/a n/a
Wolfhart Hauser’ 139,777 150,554 88,369 43,781 2,862 557¢ Yes
Christopher Knight® 7,601 7.813 - - - n/a n/a

1 Appointed 15 May 2015

2 Appointed on 1 Qctober 2014 with the guidelne to hold 150% of base salary in shares by 1 October 2019 This guideline 15 to be increased to 200% once the remuneration policy 1s
approved by sharehalders in 2016 and must be met five years after that point

Based on a share price of £2777 as at 33 December 2015

Appointed 1 July 2015

As at date of retrement §5 May 2015

As atdate of retrement based on a share price as at 15 May 2015 of £26 95

No changes In the above Directors interests have taken place between 31 December 2015 and the date of this report

The number of shares beneficially owned at 31 December 2014 have been restated to include an additional 21 ardinary shares acquired as part of a dividend reinvestment scheme

PAYMENTS TO PAST DIRECTORS
Wolfhart Hauser
After retining as CEO and Executive Directer on 15 May 2015, Wolfhart Hauser remamned an employee and was avallable to provide

support to André Lacroix as required until 31 December 2015 Wolfhart Hauser received hus full salary and benefits for the period
15 May 2015 until 31 December 2015 No payment was made in lieu of notice

00~ b

He was eligible for an annual bonus in 2015 for the pertod from 1 january 2015 to 15 May 2015 which was calculated according
to the usual full year cnitena and pro-rated It will be paid in 2016 and 1s disclosed in the single figure of remuneration No bonus
was paid for the period from 16 May 2015 to 31 December 2015

Wolfhart Hauser did not recerve an LTIP Share Award for 2015 The 2011 LTiP awards made in 2013 and 2014 will vest as follows
his Deferred Share Awards were released in full {after 31 December 2015) and will be held until the onginal vesting dates, his LTIP
Share Awards will vest according to the onginal dates and critena and be pro-rated for time served The Performance Shares
awarded 1n 2012 vested on 6 March 2015 As noted earher in the report, following a review of the performance critena,

the 2013 LTIP award will lapse m full

Chnistopher Knight
No remuneration payments were made following his retirement and no payments have been made for loss of office

PAYMENTS FOR LOSS OF OFFICE
No payments were made in respect of loss of office during the year ended 31 December 2015
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PERCENTAGE CHANGE IN REMUNERATION LEVELS

The table below shows the average movement in salary and annual bonus for UK employees between the 2014 and 2015 financal
years In 2015 Wolthart Hauser's salary was unchanged from his 2014 award of £729,000 as part of the Group’'s salary review

On taking up his appomntment as CEO on 16 May 2015, André Lacroix's salary was £895,000 for 2015

Salary Bonus Benafits
CEO (W Hauser") 0% (23 1Y% (68 1)%
CEO (A Lacroix?) - - -
Average pay based on Intertek’s UK employees 2 8% 16% 12%

1 The percentage change for bonus and benefits for Wolfhart Hauser are based on actuat amounts earned as set out on page 70
2 There were no salary bonus and benefits in the comparatrve penod for André Lacsonx

RELATIVE IMPORTANCE OF THE SPENDC ON PAY
The table below shows the movement in spend on staff costs between the 2014 and 2015 finanaial years, compared to dividends

2015 2014
£m £m % change
Staff costs* 956 2 9215 38%
Dividends 807 755 6 9%
*  Staff costs are shown at actual rates which include a ¢ 2% foreign exchange impact
PERFORMANCE GRAPH

The graph below shows the TSR in respect of the Company over the last seven financial years, compared with the TSR for the FTSE
100 Index TSR, reflecting the change in the value of a share and dividends paid, can be represented by the value of a notional
£100 invested at the beginning of a period and 1ts change over that peniod

TSR performance

CEQ TOTAL REMUNERATION

The total remuneration figures for the CEQ dunng each of the past six financial years are shown in the table below Consistent
with the calculation methodalogy for the single figure for total remuneration, the total remureration figure includes the total
annual bonus and Deferred Share Award based on that year’s performance and LTIP Share awards based on the three-year
performance penod ending in the relevant year The annual bonus pay-out and LTIP award vesting level as a percentage of the
maximum opportunity are also shown for each of these years

Year ended 31 December

2015 2015

2009 2010 201 2012 2013 2014 W Hauser A Lacroix

Total remuneration £°000 2,451 3,164 4,554 5,298 3,195 2,011 B76 1,824
Annual bonus (%) 100 96 6 923 831 346 384 90 6 9% 6

LTIP award vesting (%} 100 100 100 100 818 252 - -

1 ihe total remuneraton figure for 2014 has been updated to include the actual value of the vested 2011 LTIP share award
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Directors’ report
Remuneration report continued

CEO TOTAL REMUNERATION
The graph below shows the total remuneration of the Intertek CEO over the seven year penod from 2009 to 2015

CEO total remuneration figure

1 Shows W Hauser remuneration based on peried to 15 May 2015

2 Shows A Lacroix remuneratian for the pericd from appointment as CEO on 16 May 2015

3 LTIP {award share price) shows the proportian of the LTIP value receved which resulted from the share pnice on award date

4 LTIP (share price increase) shows the proporiksn of the LTIP value recewed which resulted from increase in the share price over the vesting penod

THE IMPACT OF SHARE PRICE ON THE VALUE OF THE CEO'S LTIP AWARD

The table below shows the change in share price from the date of award to the vesting of LTIP share awards for the 2010 to 2015

financial years for wolfhart Hauser

Share price

change

LTIP award  LTIP vesting over the

share price  share price  performance

£ £ penod

2010 915 1906 108 3%
20N 8§34 24 34 191 8%
2012 1333 34 37 157 8%
2013 18 99 3059 611%
2014 2324 2580 1 0%
2015 3353 26 57" {20 8)%

1 The value shown for the 2015 vesting share price ts the average price during the three months 10 31 Decernber 2015 this will be updated to actual vesting share price in the 2016 Repart

REMUNERATION DECISIONS TAKEN IN RESPECT OF THE FINANCIAL YEAR ENDING 31 DECEMBER 2016

Base salary

Following a review of each individual’s performance mn the year, the Remuneration Committee approved salary increase of 2%
for the Executive Directors This 15 in line with the increase prowided to UK employees in the Group

The Executive Directors' salares are

Base salary Base salary

from from

1 April2015 1 Apnl 2016
£'000 £'000 % increase
André Lacroix! 895 913 20%
Edward Leigh 400 408 2 0%

1 The 2015 base salary for André Lacrom 15 shown as the annual salary awarded on taking up the role of CEQ

Annual Bonus and LTIP awards to be granted in 2016
For 2016, the annual bonus opportunity expressed as a percentage of base salary will be 200% for the CEQ and CFO
The Commuttee has determined that the Annual Bonus will be based on finanaal performance as follows

¢ 80% will be determined by a matnix {Illustration provided below) based on revenue growth and aperating profit growth, and
* 20% will be based on return on invested capital performance

Annual Bonus will continue to be subject to a qualty of earnings review at the end of the year to ensure that pay-outs are
approprate based on the underlying performance of the Group and to ensure that any awards are commensurate with the
Group's culture and values
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Overview of the matrix (80% of the award)

Operating profit performance (£m)

Below threshold Threshold Target Maxtmum

Revenue Maximum 0% 40% 65% 100%
performance Target 0% 30% 50% 75%
(£m) Threshold 0% 25% 35% 60%
Below threshold 0% 0% 0% 0%

Straight line pay-outs occur between each of the points noted above

The Commuttee has chosen not to disclose, in advance, the performance targets for the forthcoming year as these include
items which the Committee considers commercially sensitive in accordance with good governance, the Committee 1s however
committed to providing insightful and transparent disclosure to our shareholders In this regard, and in ine with the Investment
Assoaiation’s position regarding bonus target disclosure, the Commuttee will disclose the performance targets for the annual
incentive as soon as they are no longer considered to be commeraally sensitive

For 2016, the LTIP opportunity for the CEQ and CFO will be 250% and 200% of salary respectively The Committee reviewed
the performance targets for awards to be made 1n 2016, and in line with the targets set for the 2015 LTIP award, the Committee
considered 1t appropriate to appropnate to set the following targets for the 2016 LTIP awards

Threshold Stretch
Metnc Performance condition target target
Earnings Per Share Annuahsed fully diluted, adjusted EPS growth, calculated 4% 10%
on the basis of foreign exchange rates adopted at the start
of the performance cycle
Tota! Shareholder Return Relative TSR performance against the FTSE 31 to 130 Median Upper
(excluding banks and investment trusts) guartile

NON-EXECUTIVE DIRECTORS’ FEES

As detalled in the remuneration policy, fees for the Non-Executive Directors are determined by the Board, based on the
responsibility and time committed to the Group’s affairs and appropriate market compansons individual Non-Executive
Directors do not take part in discussions regarding theirr own fees A summary of current fees is as follows

2015 2016

£000 £000
Board membership
Chairrman 320 320
Non-Executive Director 58 58
Senior Independent Non-Executive Director 12 i2
Committee membership
Charr Audit & Risk Committee 20 20
Chair Remuneration Committee 15 15
Chair Nomination Committee - -
Member Audit & Risk Committee 10 10
Member Remuneration Committee 75 75
Member Nomination Committee 25 25

Pursuant to the policy of aligning Directors' interests with those of sharehelders, £10,000 of the fees paid to the Non-Executive
Directors and £30,000 of the fees paid to the Chairman are used each year to purchase shares in the Company

Approval of the Directors’ Remuneration report
The Directors’ Remuneration report, including both the Directors’ Remuneration Policy Report and Annual Report
on Remuneration, was approved by the Board on 1 March 2016

Av

GILLRIDER
Chair of the Remuneration Committee
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Directors’ report
Audit & Risk Committee

Michael Wareing - Charr of the Audit & Risk Commuttee

DEAR SHAREHOLDER

| am pleased to present this year’s report of the Audit & Risk
Committee ("Commrttee’} The report outlines the activities and
the responsibilities of the Committee, on behalf of the Board,
in scrutinising the conduct of the business, 1ts management
and auditors to protect the interests of shareholders During
the year the Committee continued to draw on the
recormmendations in last year's review of the Group's total
assurance and risk management framework Ore of the
changes introduced in the 2014 version of the UK Corporate
Governance Code ('Code’) is focused on risk management and
internal control In light of this, we reviewed the Committee's
procedures to ensure that the Group continues to comply

with the requirements of the Code

A further key aspect of the Committee’s work during the

year was to oversee a formal and comprehensive tender process
for the external auditor appointment Following the completion
of the tender process, the Board agreed to recommend to
shareholders, for approval at the 2016 Annual General Meeting
(‘AGM’), the appomntment of PricewaterhouseCoopers LLP
('PwC’) as the Group's auditor for the year ending 31 December
2016 The Group's current auditor, KPMG Audit Plc (KPMG'),
has continued in the role and has undertaken the audit of the
Group's consohidated accounts for the year ended 31 December
2015 On behalf of the Commuttee | would like to thank KPMG
for therr significant contribution as the Group's auditor over
many years We expect an orderly transitton and look forward
to working with PwC in the future The audit tender process 1s
described in more detail in the following pages, together with
the Commttee’s other activities during the year, which include
a thorough review of the internal audit function Duning the
year the Committee also ensured that separate meetings with
the CFQ, Group General Counsel, Head of Internal Audit and
the external auditor without management present took place
in order to provide a forum for any 1ssues to be raised

Finally, there have been a number of changes during the year
to the membership of the Commttee As announced,
Chnistopher Knight retired at the 2015 AGM and Alan Brown
joined the Committee on 1 July 2015 1am pleased to welcome
Alan as a member of the Commuttee, and his relevant industry
expenence adds breadth and knowledge

The external evaluation of the performance of the Committee
was conducted duning the year and it was shown that the
Commuttee Is able and effective in discharging its duties in
accordance with its Terms of Reference and the requirements
of the Code
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COMMITTEE MEMBERSHIP AND MEETING ATTENDANCE
Membership and attendance at meetings of the Committee
during the year was as follows

Number of meetings held in 2015
Eligible to attend Attendance

Michael Wareing 5 5
(Commuttee Chan)

Committee Members

Edwarg Astle 5 5
Chnstopher Krught' 2 2
Alan Brown? 3 3
Lena Wilson 5 5

1 Christopher Krught retired from the Committes on 15 May 2015
2 Alan Brown joined the Committee on 1 Juty 2015

Throughout 2015, the composition of the Committee was in
comphance with the Code and all members are independent
Non-Executive Directors The Board had determmed that
Michael Waremng has recent and relevant financial expenence
Alan Brown also has relevant finanaal experience as detailed
In his biography on page 57

New Committee members receive an appropriate induction,
consisting of the review of the Terms of Reference, previous
Committee meeting papers, information on the Company’s
financial and operational risks and also have access to senior
operational staff and the Group’s internal and external auditors

The busmess of the Committee 15 linked to the Group’s financial
calendar of events and the timetable for the annual audit

At the inwvitation of the Committee, the Chairman, CEQ, CFO,
Group Financial Controller, Group General Counsel, the Head
of Internal Audit and the audit partner and audit lead from
KPMG attended all meetings Other senior executives were
invited to attend the Committee meetings as required The
Terms of Reference of the Commuttee are avalable on the
Company’s website at www intertek com

ROLE AND ACTIVITY OF THE COMMITTEE

The Board has authorised the Committee to review the
effectveness of the Company’s financial reporting and

internal controls and nisk management systems together with
procedures for the identification, assessment and reporting

of key nisks A summary of the key matters considered by the
Commuttee duning 2015 is set out below and on the next page

Audit & Risk Committee agenda items 2015

Financial statements and reports Feb May Jul Sep Dec

Full year results 2014 .

Annual Report and Accounts 2014 .

Management highlights memorandum . .

Going concern assessment . .

Farr, balanced and undersiandable .

assessment

Review of sigmificant accounting policies .
Half year results 2015 .

Viabilty Statement Methodology .
Internal Controls sign-off .

Revrew of models and methodology for
impairment testing
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External audit Feb May Jul Sep Dec

Audit strategy & plan 2015 .
Audit fee proposal 2015 -
Engagement letter -

Non-audit fees review of policy,
spend and cap

Update on non-audit fees .

Report on intenim findings .
KPMG highlights/review memarandum . .

KPMG effectiveness .

Letter of representation to the auditors . .

External audit tender — update & auditor . N
presentations

Internal audit

2016 Internal Audit plan .
Internal audit reports e o e .
internal audit effectiveness .
Governance, risk and assurance

Group nisk register review . .
Complance and aperational nisk report s s .
Key claims report s e = .

Other

2015 roling Committee agenda .

Discusston on Finance Systems
Cantrols and Transformation

Review and endorsement
of Tax and Treasury policies

SIGNIFICANT ISSUES CONSIDERED BY THE COMMITTEE
In preparation for each year end, the Committee reviews

the significant accounting policies, estimates and judgements
to be applied in the financial statements and discusses their
apphcation with management The external auditor also
considers the appropnateness of these assessments as part
of the external audit

In accordance with the Code, the external auditor prepares
a report for the Commuttee on both the half year and full
year resuits, which summarises the approach to key nisks

in the external audit and lughlights any 1ssues ansing out

of their work on those nsks, or any other work undertaken
on the audit Durning the year, the Committee reviewed and
considered the following areas of judgement to be exeraised
in the applicatian of the accounting policies

Claims

From time to time the Group 15 involved in various claims and
lawsuits inadental to the ordinary course of bustness The
Commuittee considered the claims provision which reflects

the estimates of amounts payable in connection with identified
claims from customers, former employees and others The
Commuttee noted that once claims have been notified the
finance teams haise with the business to determine whether

a provision is required, based on 1AS 37 ‘Provisions, Contingent
habilities and Contingent assets’ (‘IAS 37°)
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The leve! of prowision s subsequently reviewed on a regular
basis with the Group General Counsel, taking into account the
advice of external legal counsel The Group General Counsel
briefs the Commuttee at every meeting on the latest status

of key claims and the level of provision The Commuttee,
following assurance from management and review of the
report presented by the external auditor, considered and agreed
that the daims provision was appropnate given the size, status
and number of daims reported during the year

Taxation

The determination of profits subject to tax 1s calculated
according to complex laws and regulations, the interpretation
and application of which can be uncertain In additton, deferred
tax assets and habihities require judgement in determining the
amounts to be recognised, with consideration given to the
timing and level of future taxable Income The main areas

of judgement in the Group tax calculation are the expected
central tax provisions for the full year and the recognition of
the UK deferred tax asset Twice a year, the Commuttee receves
a report from management providing an evaluation of existing
nsks and tax provisions which 1s reviewed and rigorously
challenged by the Committee The Committee also considered
reports presented by the external auditor before determining
that the levels of tax provisioning were appropriate

Restructuring

In reviewing the provision for restructuring, detals of which
are contained m the financial review on page 36 and i1 note
3 to the financial statements, the Committee reviewed details
of each of the actvities pursued as part of the restructuring
to ensure that the appropnate level of provision is put in place
The Commuttee also sought confrmation from the external
auditor that the restructuring plan met the cntena for
recognising a provision under 1AS 37 before determining

that the provision was appropriate
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Accounting for acquisitions

In November 2015, the Group made the significant acquisition
of PSIin the US The recognition of goodwill, intangible assets,
other assets and habilives and estimates of the farr value

of consideration transferred are all based on a number of
assumptions The Committee considered the valuation of these
assets and llabilities, and reviewed management’s assumptions
underpinning the valuations Management 1s required to
estimate the fair value of the consideration transferred and

to estimate the fair value of the assets and habilities acquired,
including any separately identifiable intangible assets, and
engaged external adwisers as necessary to support this process
The Committee has reviewed management’s accounting papers
on the acquisition, and taken into account the report presented
by the external auditor, before determining that the acquisition
accounting is appropriate

Impairment

The Group's strategy includes acquisition-led growth to
generate new services and expand into new locations These
acquisitions, being in the service sector, generate significant
goodwill that benefits the Group as a whole and speafically
the business to which the acquisition relates Goodwall,
aggregated at the business line level, must be tested annually
for imparrment under IAS 36 ‘Impairment’ (IAS 36", or when
there are indicators of impairment These indicators indude
poor performance compared to budget
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Audit & Risk Committee continued

The Committee revtewed the impairment constderation and
caleulations prepared by management considenng the trading
assumptions, the discount rates used as well as the sensitivities
included by management, details of which are contamed in
note 9 to the financial statements The Committee also took
into account the work undertaken by the external auditor in
respect of impairment and 1s satisfied that the impairment
recorded agamnst the Industry Serwices cash-generating unit
('CGU" 1s appropnate, and that no impairment 15 required
against any other CGU

The significant 1ssues considered by the Commuittee in relation
to the financial statements were consistent, with the exception
of restructurning, with those identified by the external auditor
in their report on pages 138 to 140

FAIR, BALANCED AND UNDERSTANDABLE ASSESSMENT
Further to the request of the Board, the Committee has
reviewed the Annual Report and Accounts with the intention
of proviching advice to the Board on whether, as required by
the Code, the Annual Report and Accounts, taken as a whole,
15 far, balanced and understandable and provides the necessary
information for shareholders and other readers of the Annual
Report and Accounts to assess the Group's position and
performance for 2015, its business model and strategy

In justifying this statement, the Committee has considered
the robust process that underpins it, which includes

« Clear guidance and instruction given to all contributars,
including at business line level,

» Revisions as a result of regulatory requirements were
monitored on a regular basis,

+ Pre year-end discusstons held wath the external auditor in
advance of the year-end reporting process,

* Pre year-end input provided by senior management and
corporate functions,

* A venfication process dealing wath the factual content of the
reports to ensure accuracy and consistency,

* Comprehensive review by the senior management team to
ensure overall consistency and balance,

* Review conducted by external adwisers and the external
audrtor on best practice with regard to the content and
structure of the Annual Report and Accounts,

* Review and consideration of the Annual Report and Accounts
by the Cormnmittee, and

* Final sign-off provided by the Board

The results are presented to the Commuittee to ensure
comphance with the Code The Commuttee challenge
judgemental statements to ensure that they are reasonable
within the context of the report

This process enabled the Commitiee, and then the Board,

to confirm that the 2015 Annual Report and Accounts, taken
as a whole, 1s fair, balanced and understandable and provides
the information necessary for shareholders to assess the
Company’s performance, business model and strategy

EXTERNAL AUDIT TENDER

In November 2014, the Committee agreed to start the process
for the formal tender of the external audit with the intention
of selecting a new external auditor to be appointed for the
year ending 31 December 2016 following the completion

of the 2015 year end process and recommending their
appointment at the 2016 AGM
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KPMG were not invited to participate in the audit tender

The process was led by an audit tender team comprising the
Commuttee Charr, the CFO, the Group Finangal Congroller and
the Deputy Group Finanaal Controller It included a Request
for Proposal, interviews with management and the Committee,
and site wisits followed by an assessment of the proposals

The Commuittee reviewed and approved the tender process,
governance and selection ¢cnternia Following the first stage

of the process, two shorthsted firms were inwited to respond
to speafic questions from the Committee and then to present
to the Commuttee, followed by a Q&A session At the
conclusion of the second stage of the process, the Committee
discussed therr findings and the audit tender team made

a recommendation to the Committee The Committee

then made a recommendation to appoint PwC which

was approved by the Board

Following the conclusion of the farmal tender process,

a resolution proposing the appaintment of PwC as auditor

of the Group for the year ending 31 December 2016 and
giving authonty to the Directors to determine its remuneration
will be submitted to the farthcoming AGM

INDEPENDENCE

The Terms of Reference of the Committee include ensuring the
continued independence and objectivity of the Group's external
auditors This 1s achieved through

* The annual approval of the policy for the engagement
of external auditors for audtt and non-audit services,

* Setting hmits and a budget for non-audit spend for the
externat auditors,

* An annual review of the auditors performance in conducting
the external audit, and

« Where appropriate, audit tendering and rotation

AUDIT AND NON-AUDIT FEES

The Company has set out a policy on the provision of non-audit
work by the external auditors to make sure that the auditors’
independence 1s safeguarded The policy was reviewed dunng
the year and 1s consistent with the Auditing Practices Board’s
Ethical Standards No 5 - Non Audit Services The policy

15 designed to ensure that the proviston of such services

does not create a threat to the external auditors' independence
and objectivity

it identifies certain types of engagement that the external
auditors shall not undertake, including internal audit and
actuarial services relating to the preparation of accounting
estimates for the financial statements, appraisal or valuation
services, tax services in relation to marketing, planning or
opining In favour of a transaction and any other services that,
locally, are prohibited through requlation An annual cap for
non-audit services is presented to the Commuttee for approval,
which should not ordinarly exceed 50% of the audit fee Caps
are also assigned to each category, compared to spend in the
previous two years and prior approval is required for all items
over an agreed level

A report 1s presented to the Committee twice a year showing
year to date spend against each category of the annual cap
previously approved by the Committee

The policy also recogruses that there are some types of
work, such as accounting and tax advice, where a detalled
understanding of the Group’s business 15 advantageous
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The policy I1s designed to ensure that the external auditor 1s only
appointed to provide a non-audit service where it was subject
to a competitive tender and is considered to be the most
suitable suppher of the service

A summary of the fees paid for non-audit fees I1s set out In
the table below and further information 1s contained in note
4 10 the financal statements on page 100

2015 2014
Auditor fee breakdown £m £m
Total non-audit fees, of which 06 06
— audit related services - -
— taxservices 04 04
- other non-audit services 02 g2
Audit fee 25 23
% of audit fee 25% 26%

The Commuttee remains satisfied wath KPMG's independence
and their overall challenge to management with respect to the
waork undertaken in 2015 and in respect of this Annual Report
and Accounts PwC have confirmed their independence in
preparation for therr appointment as auditor following the
2016 AGM

EFFECTIVENESS OF THE EXTERNAL AUDIT

The Committee conducts an annual assessment of the
effectiveness of the external audit During the year KPMG
presented 1ts approach to maintaining audit guality to the
Committee and a questionnaire was arculated to those within
the Group who were involved In the audit process seeking thesr
views on the service provided as to adequacy of planning,
resources, fieldwork and quality of reporting The Committee
considered in detail the feedback received from the internal
review, KPMG's performance and independence and the
effectiveness of the overall audit process

INTERNAL CONTROL AND RISK MANAGEMENT

The Board 1s responsible for monitoring the Group's system

of internal control and risk management and for reviewing
therr effectiveness Risk management and internal controls are
embedded m the running of each business kne, country and
support function The nisk register process follows the global
organisation, and risk registers are produced for significant
countries and for each business line and support function, and
then consolidated at Group level The time commitment and
breadth of data gathenng in completing the risk registers have
been expanded and have been reviewed in the context of the
wider controls framework initiatives The Committee reviews
the Group nsk register twice a year and presents the register
to the Board for final approval in December

A detalled venfication programme assists the Commuttee to
check that all the statements made in the Annual Report and
Accounts are accurate Intertek’s Manual of Accounting Policies
and Procedures s i1ssued to all finance staff and gives
instructions and guidance on all aspects of accounting and
reporting that apply to the Group The Intertek Core Control
Framework 15 a key Group-wide framework that provides an
easy reference to the core elements of the Group's Governance
Framework It includes those mandatory pohcies applying
across the Group n all focations and prowides a single place
where each employee has easy access to mandatory policies
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Thus 1s reviewed and refreshed on a regular basis to reflect
the changes in the nsk and governance environments

Any material breaches of the Group's systems of internal and
risk management controls that are identified by the Group's
control review procedures are reported to the Committee and
corrective action 1s taken The Committee endeavours to ensure
that the Group has in place the most appropriate and effective
controls, checks, systems, and nisk management techmques so
as to be in ine with best practice The control environment
within the Group 1s further strengthened by two internal
Commuttees The Risk Control and Assurance Committee
('RCA’) has the remit of overseeting the development of the
internal control and an Investment Commuttee (1C") 1sin place
with the remit of reviewing and approving matenal expenditure
and other key actions throughout the business within certain
hmits as outhned in the Board Approval Matrix Further
information on the membership and remit of the RCA

and IC 1s on page 62

INTERNAL CONTROLS AND REPORTING

In order to provide assurance that the Intertek controls and
policy framework 1s being adhered to, a self-certification
exercise 1s undertaken across the Group's global operations
This process is facilitated by Company Secretanat An online
questionnaire requesting confirmation of adherence to financial
and operation controls 15 sent to all Intertek country operations
Where corrective actions are needed, the country 1s required to
provide an outhne and a confirmed timeline These items are
monitored closely to ensure timely completion

Once reviewed and signed-off at country level, a consohdated
assessment 1s made at regronal level for further approval

An evaluation 1s undertaken with Executive Vice-Presidents
following which a company-wide position 1s submitted to the
CEO and the CFO A final summary assessment 1s provided

to the Commuittee

The Committee can confirm that it reviewed the Group's
internal controls and nisk management systems and concluded
that there was a sound and effective control environment in
place across the Group dunng 2015 and up to the date upon
whuch these financial statements were approved No maternial
weaknesses had been identified
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Audit & Risk Committee continued

AUDIT AND RISK STRATEGY

The Audit and Risk Strategy was presented to the Committee
during the year The strategy has focused on ensuring that the
programme is annually strengthened and enhanced to reflect
the size and global reach of the Intertek Group The Group has
a programme of training and on-kne courses for comphance
matters, covering topics such as health and safety, anti-bribery,
and integnity The Group has a zero-tolerance policy to any
bribery Every employee is required to sign a zero-tolerance
document confirming their understanding that any breaches
of the Group’s Code of Ethics will resutt in disciphinary action
that may include summary dismissal Each year as part of the
appraisal process every employee 1s asked to confirm their
understanding of and adherence to the Code of Ethics

As highlighted, our Code of Ethics was reviewed and updated
in 2014 to simphfy and consohidate Intertek's approach to
comphance This has reinforced the Intertek Compliance
Principles In respect of integrity, conflicts of interest,
confidentiality, anti-bribery and far marketing and
strengthened our approach to protecting our environment
The Code of Ethics is available on the Group’s website

An on-line training programme was developed for the new
Code of Ethics and was rolled out to employees duning 2015
The Code of Ethics Is avallable In 28 languages

CONFIDENTIAL HOTLINE

We are committed to maintaining a culture where 1ssues

of integrity and professional ethics can be raised and discussed
There 1s a global hotline systemn, which 1s operated by an
independent third party, providing a web-based system in

24 languages, for the confidential reporting of any suspected
or real breaches in comphance by any employee, contractor,
customer ar other stakeholder There is also a telephone hotline
where calls are answered 24/7 by trained specalists This
underpins the ethics programme and also helps the business
protect itself against any unethical behaviour The details of the
hotline have been communicated to staff through the Group’s
mamn intranet page and by posters at Intertek locations All
reports are investigated thoroughly, with action taken when
required Reports of significant matters raised on the hothines
are also provided to the Committee, If appropniate

INTERNAL AUDIT

The annual Internal Audit plan is reviewed and approved by the
Committee Where there 15 no internal expertise to perform a
specialised audit, a third party auditor with the requisite skills
15 appointed to undertake the audit, the findings of which
are reported to the Cornmittee In its quarterly reports to

the Committee, Internal Audit provided summares of each
audrit performed, with commentary on the robustness of

nsk management activities and internal control design and
operating effectiveness In 2015 there was a varied plan of
work across key nsk areas, inctuding reviews of businesses,
functions and projects, as well as regular follow-up actvities

As part of its annual programme, the Committee reviewed

the effectiveness of the Group Internal Audit function

In addition a more detalled external benchmarking review

was performed in July by Deloitte This was the first such review
performed, and led to the conclusion that the function was
effective It also provided useful input for the future direction

of the department

82 DIRECTORS’ REPORT

COMPLIANCE

We have dedicated complhance officers across the Group's
markets who undertake investigations of 1ssues that anise either
from quality assurance audits or from other sources, such as
routine comphance questions Reports of significant findings
are presented to the Committee which monitors and reviews
the effectiveness of the risk management and internal control
activities across the Company

PRIORITIES FOR 2016
The priorties for the Committee over the next 12 months
are as follows

« Oversee an orderly transttion to the new external auditor,

» Continue to monitor the impact of external economic factors
on the Group and 1ts financial position, and

= Monitor any relevant changes in the corporate governance
and regulatory arena

GOING CONCERN

The Directors have a reasonahble expectation that the Group has
adequate resources for a period of at least 12 months from the
date of signing the Annual Report and Accounts, and have
therefore assessed that the going concern basis of accounting 1s
appropriate in preparing the financal statements and that there
are no material uncertainttes to disclose

This conclusion 1s based on a review and an assessment of the
tevels of facilities expected to be available to the Group, based
on levels of cash held, Group Treasury funding projections, and
the Group's finanaal projections for a period to 31 December
2020 with the exception of £91m of faclities maturing in
20186, all the current borrowing faclities are expected to be
avallable at 31 December 2016

In making this assessment, management has considered the
covenants attached to the Group’s borrowing facilities and
performed downside scenarios on the Group's financial
projections of 10% and 20% reduction in EBITDA forecast
Even in these arcumstances, there is significant headroom on
the debt covenants

After making diligent enquiries the Directors have a reasonable
expectation based upon current financial projections and bank
facilities avalable, that the Group has adequate resources to
continug In operation for the foreseeable future Accordingly
they continue to adopt the going cencern basis In preparing
the Group’s financal statements

MICHAEL WRAREING
Chair of the Rudit & Risk Committee
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Nomination Committee

Sir Dawvid Reid - Chair of the Nomenation Committee

DEAR SHAREHOLDER

I am pleased to report on how the Nomination Committee
(‘Committee’) has continued to undertake its role during
2015 Following the extensive work undertaken in 2014 to
successfully fill the roles of the CEQ and CFQ, the Committee’s
focus continued to be on succession planning and the review
of the composition of the Board and the Committees
Following a nigorous selection process the Committee was
pleased to recommend the appointment of Gill Rider to the
Board as a Non-Executive Director and Charrman of the
Remuneration Committee with effect from 1 July 2015 Her
successful career in both the Non-Executive and Executive
worlds adds further valuable expenence to our Board

The Committee continues to ensure that the cormposition

of the Board retamns the nght balance of skills, experience,
industry and technical knowledge and diversity to provide the
quahty of leadership necessary to implement the strategy and
achieve the strategic objectives necessary for the long-term
success of the Company

The Terms of Reference of the Committee are avallable on
the website at www intertek com | will be avallable at the
forthcoming AGM to answer any guestions on the work
of the Committee during the year
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COMMITTEE MEMBERSHIP AND MEETING ATTENDANCE
Membership and attendance at meetings of the Committee
during the year was as follows

Comnuttee Members Number of meetings held in 2015

Ehgible to attend Attendance
Str David Reid 4 4
{Committee Chairman)
Edward Astle’ 4 3
Chnstopher Knight? 2 2
Dame Lowse Makin? 1 1
Michael Wareing 4
Mark Wilhiams* 2 2

¥ Edward Astle was unable 1o attend one Comeutiee Meetng due 1o an
unavoidable commitment

2 Chnstopher Knight retired from the Commuttee on 15 May 2015

3 Dame Louise Makinwas appointed to the Cammittee on 1 December 2015

4 Mark Willlams was appouinted to the Cornmittee on 5 May 2015

The Group Company Secretary attends all meetings of the
Committee

MAIN RESPONSIBILITIES OF THE COMMITTEE

* Revtew the structure, size and composition of the Board
and its Committees

= Identify, review and nominate candidates to fill
Board vacancies'

* Evaluate the balance of skills, knowledge, experence
and diversity on the Board and Committees

» Review the results of the performance evaluation process
that relate to the composition of the Board and
Commuttees

s Review the time commitment required from
Non-Executive Directors

1 Neither the Chairman nor the CEQ partiopates in the recruitment of therr own successor

THE ACTIVITY OF THE COMMITTEE DURING THE YEAR
Composition of the Board, the Committees

and appointments

In the first half of 2015 the Committee spent a significant
amount of time considering the succession requirements of the
Board and 1its Committees and subsequently overseeing the
process which led to Gill Rider joining the Board as
Non-Executive Director on 1 July 2015

The Committee considered a number of factors induding the
experience, competency and personal qualities that would be
required for this positton We also considered the current
balance of skills, knowledge and experience on the Board and
whether the candidate would be able to allocate sufficent time
to the Company to discharge therr responsibihties We worked
with the external search firm Egon Zehnder to wdentfy suitable
canchdates We can confirm that they have no other connection
to the Company apart from in relation to the 2015 Board
evatuation and search consultancy services

Gill Rider was deermned to be the most suitable candidate based
on ment and her biography 15 avallable on page 57
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Nomination Committee continued

With the retirement of Christopher Kmight at the 2015 AGM
each of the principal Commuttees was left with a vacancy

This gave us the oppartunity to appoint Mark Williams to the
Remuneration Committee and Nomination Committee with
effect from 15 May 2015 To ensure comphance with the Code,
Mark acted as Intenm Chair of the Remuneration Committee
untll Gill's appointment With effect from 1 July 2015, Alan
Brown moved from the Remuneration Committee and became
a member of the Audit & Risk Committee given his financal
background and expenence in the industry Dame Lowse Makin
was also appointed to the Nomination Committee with effect
from 1 December 2015

Also duning 2015, the Board, upon the recommendation

of the Committee, took the decision to reappoint Dame Louise
Makin and Lena Wilson CBE as Non-Executive Directors of the
Caompany for a further three years Where the reappointment
of a member of the Committee 1s being discussed, they are
precluded from any involvernent in the discussions and the
Senior Independent Non-Executive Director would chair

the Committee when the reappointment of the Chairman

15 discussed
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DIVERSITY ON THE BOARD

The Board continues to endorse the recommendations made by
Lord Davies in hus report 1ssued in 2011 on “Women on Boards’
and our policy of diversity 1s available at www intertek com
The Comnuttee 15 committed to achieving a Board which
includes and makes the best use of differences in culture,
gender, skills, background, regional and industry expenence

as well as other qualtes All of these factors are considered

by the Committee in determining the composition of the Board
as outlned on the previcus page With the appointment of

Gill Rider during the year, the Company has exceeded Lord
Davies’ recommendation of 25% gender diversity ratio and
now has 30% women on the Board Whilst the Board’s wish

IS to maintain at least 25% female representation at Board
level, the need to ensure the progressive refreshing of the
Board to maintain the correct balance of skills, knowledge

and experience remains paramount

An analysis of the diversity of the Board by gender as at
31 December 201515 provided below Details of our total
workforce by gender can be found in the Sustainability
and CSR report on page 48

Board of Directors

SIR DAVID REID

Charr of the Nomination Committee
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Other statutory information

In accordance with the requirements of the Companies Act
2006 {'Act’) and the Disdosure Rules and Transparency Rules
('DTR’) of the Financial Conduct Authonty ('FCA’), the following
section describes the matters that are required for inclusion in
the Directors’ report and were approved by the Board Further
details of matters required to be included in the Directors’
report that are ncorporated by reference into this report

are set out below

DIRECTQRS
The Directors who held office dunng the year are set
out below

Director Position

Sir David Rexd Charrman

Wolfhart Hauser Chief Executive Officer

{retired 15 May 2015}

Chief Executive Officer
(appointed 16 May 2015)

Andre Lacroix

Edward Leigh

Chief Finanaial Officer

Edward Astle

Non-Executive Director

Alan Brown

Non-Executive Director

Chnstopher Knmight

Naon-Executive Director

(retired 15 May 2015)

Dame Louse Makin Non-Executive Director

Gill Rider Non-Executive Director

(appointed 1 tuly 2015)

Michael Wareing Senior Independent

Non-Executive Director

Mark Williams Non-Executive Director

Lena Wilson Non-Executive Director

The biographies of the Directors at the date of this report are
set out on pages 56 and 57

ARTICLES OF ASSOCIATION

The Company’s Articles of Association contain provisions
relating to the retirement, election and re-election of Directors
but, in accordance with best practice, all continuing Directors
will stand for election or re-election at the Annual General
Meeting (AGM’)

The Articles of Association set out the internal requlation of the
Company and cover such matters as the nghts of shareholders,
the appointment or removal of Directors and the conduct of
the Board and general meetings Copies are availlable upon
request from the Group Company Secretary and are avarlable at
the Company’s AGM Further powers are granted by members
in general meeting and those currently in place are set outin
detall withen the appropriate section of this report

DIRECTORS’ INDEMNITIES

The Board believes that 1t 15 in the best interests of the Group to
attract and retain the services of the most able and expenenced
directors by offering competitive terms of engagement,
including the granting of indemnities on terms consistent with
the applicable statutory provisions In accordance with the
Artictes of Association, the Company has executed deed polls
of indemnity for the benefit of Directors of the Company
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These prowisions which are deemed to be qualifying third-party
indemnity provisions (as defined by section 234 of the Act),
were 1n force dunng the financial year ended 31 December
2015, for the benefit of the Directors and, at the date of this
report, remain in force in relation to certain losses and habilities
which they may incur {or have incurred) in connection with their
duties, powers or office

DIRECTORS' INTERESTS

Other than employment contracts, none of the Directors of the
Company had a personal interest in any business transactions
of the Company or its subsicharies The terms of the Directors’
Service Agreements and the Directors’ interests in the shares
and share awards of the Company, in respect of which
transactions are notifiable to the Company under Rule 3 of

the DTR of the FCA are disclosed in the Remuneration report
on pages 63 and 77

DIRECTORS' POWERS

The Directors are responsible for the strategic management
of the Company and ther powers to do so are determined
by the provisions of the Act and the Company's Articles

of Association

DIVIDEND

The Directors are recommending a final divdend of 35 3p

per ardinary share (2014 33 1p) making a full year dvidend

of 52 3p per ordinary share (2014 49 1p} which will, if
approved at the AGM, be paid on 3 June 2016 to shareholders
on the register at close of business on 20 May 2016

SHARE CAPITAL

The 1ssued share capital of the Company and details of the
movements in the Company’s share capital during the year
are shown in note 15 to the financial statements
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The holders of ordinary shares are entitled to receive dividends
when declared, to receive the Company’s Annual Report and
Accounts, to attend and speak at general meetings of the
Company, to appoint proxies and exercise voting rights A
wawver of dividend exists in respect of 514,938 shares held by
the Intertek Group Employee Share Qwnershup Trust (Trust’)

as at 31 December 2015 Details of the shares purchased by the
Trust dunng the year are outlined within note 15 to the financial
statements There are no restrictions on the transfer of ordinary
shares in the Company

The nghts attached to shares in the Company are provided by
the Articles of Association, which may be amended or replaced
by means of a speaal resclution of the Company in a general
meeting The Directors’ powers are conferred on them by UK
legislation and by the Company’s Articies of Association

No ordmary shares carry any speaal nghts with regard to
control of the Company and there are no restrictions on voting
rights except that a shareholder has no nght 1o vote in respect
of a share unless all sums due in respect of that share are fully
paid There are no arrangements known to the Company by
which financial nghts carnied by any shares in the Company are
held by a person other than the holders of the shares, nor are
there any arrangements between holders of secunties that may
result in restrictions on the transfer of secunties or on voting
rights known to the Company All 1ssued shares are fully paid

Shares are admitted to trading on the London Stock Exchange
and may be traded through the CREST system
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Other statutory information continued

ALLOTMENT OF SHARES

At the AGM held in 2015 the shareholders generally and
unconditionally authonsed the Directors to allot relevant
securities up to approximately two-thirds of the nominal
amount of 1ssued share capital It is the Directors’ intention
to seek renewal of this authonty In hine with guidance i1ssued
by The Investment Assocation The resolution will be set
out in the Notice of AGM

Also at the AGM in 2015 the Directors were empowered

by the shareholders to allot equity securities, up to 5% of
the Company’s 1ssued share capital, for cash under section
570 of the Act 1t 15 intended that this authonty be renewed,
up to 10%, at the forthcoming AGM This himit has increased
from the authonty given at last year's AGM to reflect the
Pre-Emption Group's revised Statement of Pninciples 1ssued

in March 2015 It)s the Company’s intention that the extra
5% would be used only for the purpose of an acquisition

or a specified capital investment

PURCHASE OF OWN SHARES

Shareholders also approved the autharity for the Company

to buy back up to 10% of its own ordinary shares by market
purchase until the condusion of the AGM to be held this year
The Directors will seek to renew this authority for up to 10%
of the Company's issued share capital at the forthcoming AGM
This power will only be exercised if the Directors are satisfied
that any purchase will increase the earmings per share of the
ordinary share capital in 1ssue after the purchase and
accordingly, that the purchase 1s In the interests of
shareholders The Directors will also give careful consideration
to geanng levels of the Company and its general finanoal
position Any shares purchased in this way may be held In
treasury which, the Directars beleve, will provide the Company
with flexibility in the management of its share capital Where
treasury shares are used to satisfy share options or awards, they
will be classed as new issue shares for the purpose of the 10%
imit on the number of shares that may be i1ssued over a ten-
year period under our relevant share plan rules

SIGNIFICANT AGREEMENTS - CHANGE OF CONTROL

The Company 1s not a party to significant agreements which
take effect, alter or terminate upon a change of control
following a takeover bid apart from a number of credit facihities
with banks together with certain senior notes 1ssued by the
Company The total amount owing under such credit faciities
and senior note agreements as at 31 December 2015 1s shown
in note 14 to the financial statements These agreements
contain clauses such that, in the event of a change of control,
the Company can offer to or must repay all such borrowings
tagether with accrued interest, fees and other sums owing

as required by the individual agreements

The rules of the Company’s incentive plans contain dauses
relating to a change of control resulting from a takeover and
in such an event awards would vest subject to the satisfaction
of any associated performance cntena
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MATERIAL INTERESTS IN SHARES

Up to 23 February 2016, being the latest practicable date
before the publication of this report, the following disclosures
of major holdings of voting nghts have been made (and have
not been amended or withdrawn) to the Company pursuant to
the requirements of Rule 5 of the DTR of the FCA

At date of notfication

Number % of voting

Shareholder of voting rights rights
BlackRock Inc 11 865,413 735
MEFS Investment Management 9,547,182 592
Marathon Asset Management LLP 8,024,521 497
Mawer Investment Management Ltd 4,857,399 3im
EMPLOYMENT

Information about the Group’s employees, employment of
disabled persons and employment practices i1s contained
within the Sustainabiity and CSR report on pages 48 and 49
Information on employee share schemes appears in note

17 to the financial statements

GREENHOUSE GAS EMISSIONS ('GHG')
Details regarding the Group's Greenhouse Gas emissions
are given in the Sustainability and C5SR report on page 50

POLITICAL DONATIONS

At the AGM in 2015 shareholders passed a resolution,

on a precautionary basis, to authornse the Company to
make donations to EU political organisations and to incur

EU political expenditure (as such terms are defined in the Act)
not exceeding £90,000 During the year the Group did not
make any political donations (2014 £ril) It s the Company's
policy not, directly or through any subsidiary, to make what
are commonly regarded as donations to any political party
However, at the forthcoming AGM of the Company,
shareholders’ approval will again be sought to authorise

the Group to make political donations and/or incur political
expenditure (as such terms are defined in sections 362 to
379 of the Act) Further information 1s contamned in the
Notice of AGM
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BRANCHES

The Company, through vanous subsidiaries has established branches in a number of different countrnies in which the business
operates The list of subsidianes 15 avallable on pages 129 to 132

FINANCIAL INSTRUMENTS
Details about the Group’s use of finanoal instruments are outhined In note 14 to the financial statements

AUDITORS

Following the audit tender process, PwC have expressed their willingness to be appointed as auditors of the Company Upon
the recommendation of the Audit & Risk Committee, reselutions to appoint them as auditors and to authonse the Directors
to determine their remuneration wall be proposed at the forthcoming AGM In accordance with section 485(4) of the Act

ANNUAL GENERAL MEETING

The Notice of AGM, to be held on 25 May 2016, 1s avallable for download from the Company’s website at

www intertek com/investors The Notice detatls the business to be conducted at the meeting and includes information
concerning the deadlines for submitting proxy forms and in relation to voting nights

STATEMENT OF DISCLOSURE OF INFORMATION TO AUDITORS

The Directors who held office at the date of approval of this Directors’ report confirm that, so far as they are aware, there Is
no relevant audit information of which the Company's auditors are unaware and each Director has taken all the steps that he
or she ought to have taken as a Director of the Company to make hirnself or herself aware of any relevant audit information
and to establish that the Company's auditors are aware of that information

ANNUAL REPORT AND ACCOUNTS AND COMPLIANCE WITH LISTING RULE ('LR'} 9.8 4R

The Board has prepared a Strategic report (pages 4 to 51} which provides an cverview of the development and performance
of the Company’s business dunng the year ended 31 December 2015 and its position at the end of that year, and which covers
hkely future developments in the business of the Company and Group

For the purposes of compliance with DTR 4 15 R(2) and DTR 4 1 8 R, the required content of the "Management Report’ can be

found in the Strategic report and this Directors’ report (pages 52 to 88), induding the sections of the Annual Report and Accounts
incorporated by reference

14043 ,SHOL33HIa

For the purposes of LR 9 8 4C R, the information required to be disclosed by LR 9 8 4 R can be found in the following focations

Topic

Location

1 Amount of interest caprtalised

Not applicable

2 Any information required by LR 9 2 18 R (Publication
of unaudited financtal information)

Not apphcable

3 Details of long-term incentive schemes

Dwrectors’ Remuneration report (pages 63 (o 77)

4 Wawver of emoluments by a director

Not applicable

5 Wawver of future emoluments by a director

Not applicable

6 Non pre-emptive 1ssues of equity for cash

Not applicable

7 infarmation required by (6) above for any unlisted major
subsidiary undertaking of the Company

Not applicable

8 Company participation in a placing by a listed subsidiary

Not applicable

9 Any contracts of significance

Other statutory information {page 86)

10 Any contracts for the provision of services by a controlling shareholder

Not applicable

11 Shareholder wawvers of dividends

Other statutory information (page 85)

12 Sharehotder waivers of future dividends

Other statutory information {page 85)

13 Agreements with controlling shareholders

Not applicable

INTERTEK GROUP PLC ANNUAL REPORT AND ACCOUNTS 2015

DIRECTORS' REPORT 87



Directors’ report

Statement of Directors’ responsibilities

STATEMENT OF DIRECTORS’ RESPONSIBILITIES

IN RESPECT OF THE ANNUAL REPORT AND

THE FINANCIAL STATEMENTS

The Directors are responsible for preparing the Annual Report
and the Group and Parent Company financal statements in
accordance with applicable law and regulations

Company law requires the Directors to prepare Group and
Parent Company finanaal statements for each financial year
Under that law they are required to prepare the Group financial
statements In accordance with International Finanaal Reporting
Standards ('IFRSs'} as adopted by the EU and applicable law and
have elected to prepare the Parent Company financial
statements in accordance with UK Accounting Standards,
including FRS 101 Reduced Disclosure Framework

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 Group and
Parent Company and of therr profit or loss for that penod

In prepaning each of the Group and Parent Company financial
statements, the Directors are required to

* select suitable accounting policies and then apply
them consistently,

* make judgements and estmates that are reasonable
and prudent,

= for the Group financial statements, state whether they have
been prepared in accordance with IFRSs as adopted by the EU, 4

« for the Parent Company financial statements, state whether
apphcable UK Accounting Standards have been followed,
subject to any material departures disclosed and explained in
the Parent Company financial statements, and

» prepare the financial statements on the going concern basis
unless it 15 inappropnate to presume that the Group and the
Parent Company will continue In business

The Directors are responsible for keeping adequate accounting
records that are sufficent to show and explain the Parent
Company's transactions and disclose with reasonable accuracy
at any time the financial position of the Parent Company and
enable them to ensure that its financial statements comply with
the Companies Act 2006 They have general responsibility for
taking such steps as are reasonably open to them to safeguard
the assets of the Group and to prevent and detect fraud and
other wrregulanties

Under applicable law and regulations, the Directors are also
responsible for prepanng a Strategic report, Directors’ report,
Directors’ Remuneration report and Corporate Governance
Statement that complies with that law and those regulations

The Directors are responsible for the maintenance and integrity
of the corporate and financial information included on the
Company’s website Legislation in the UK governing the
preparation and dissemination of finanaoal statements may
differ from legislation tn other junisdictions

88 DIRECTORS" REPORT

RESPONSIBILITY STATEMENT OF THE DIRECTORS IN
RESPECT OF THE ANNUAL FINANCIAL REPORT

Each of the Directors, whose name and functions are hsted on
pages 56 and 57, confirm that to the best of their knowledge

« the finanaal statements, prepared in accordance with the
applicable set of accounting standards, give a true and farr
view of the assets, habilities, financal position and profit or
loss of the Company and the undertakings included in the
consohdation taken as a whole,

« the Directors’ report includes a farr review of the development
and performance of the business and the position of the
Company and the undertakings included in the consolidation
taken as a whole, together with a description of the principal
nsks and uncertainties that they face, and

» the Company’s 2015 Annual Report and Accounts, taken as a
whole, 1s fair, balanced and understandable, and provides the
information necessary for shareholders to assess the Group's
position and performance, business model and strategy

The Directors’ report comprising pages 52 to 88 and the Group
Strateqic report comprising pages 4 to 51 have been approved
by the Board and signed on its behalf by

\,-/_X
ANDRE LACROIX

Chief Executive Officer
1 March 2016

Registered Office
25 Savile Row
London

W1S 2ES

Registered Number 04267576
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Financial statements
Consolidated income statement

Separately Separately
Adjusted Disclosed Total Adjusted Disclosed Total
results Items* 2015 results Items* 2014
For the year ended 31 December 2015 Notes fm £m £m £m £m £m
Revenue 2 2,166 3 - 2,166 3 2,0933 - 2,0933
Operating costs {1,822 9) (6269) (2,4498) (1,768 9) (47 8) (1,816 7)
Group operating profit/(loss) 2 343 4 {626 9) (283 5) 324 4 (47 8) 2766
Finance income 14 10 - 10 18 - 18
Finance expense 14 (25 2) - (25 2) (26 0) {0 2) (26 2)
Net financing costs (24 2) - {24 2) (24 2) {02} (24 4)
Profit/{loss) before income tax 3192 {626 9) (307 7) 3002 (48 0} 2522
Income tax expense 2] (77 5) 382 (39 3) (720 102 {61 8)
Profit/(loss) for the year 2 2417 (5887) (347 0) 2282 (37 8} 150 4
Attributable to
Equity holders of the Company 228 2 (588 7) (360 5) 2141 (37 8) 176 3
Non-controlling interest 20 135 - 135 141 - 141
Profit/(loss) for the year 2417 (588 7) (347 0) 2282 (37 8) 1904
Earnings per share**
Basic 7 {224 2)p 109 5p
Diluted 7 {224 2)p 108 8p

* Seenoted
** Earmings per share on the adjusted results 1s disclosed in note 7

90 FINANCIAL STATEMENTS
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Consolidated statement of comprehensive income

2015 2014

For the year ended 31 December 2015 Notes im £m
{Loss)/profit for the year 2 (347 0) 1904
Other comprehensive income
Remeasurements on defined benefit penston schemes 16 {22 (129)
Income tax recognised in ather comprehensive income 6 - on
Items that wall never be reclassified to profit or loss (22 (130
Foreign exchange translation differences of foreign operations 14 20 319
Net exchange loss on hedges of net investments in foreign operations 14 (331) {42 9)
Gain on fair value of cash flow hedges 14 - 02
Tax on items that are or may be reclassified subsequently to profit or loss 5] 30 (78)
Items that are ar may be reclassified subsequently to profit or loss (28 1) {18 6)
Total other comprehensive expense for the year {30 3) (316)
Total comprehensive income for the year (377 3) 158 8
Total comprehensive income for the year attributable to

Equity holders of the Company (391 8) 1440

Non-controlling interest 20 145 148
Total comprehensive income for the year {2773) 158 8
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Financal statements
Consolidated statement of financial position

2015 2014
As at 31 December 2015 Notes £m £m
Assets
Property, plant and equipment 8 3653 3633
Goodwill 9 a7 7799
Other intangible assets 9 1604 1749
Investments in associates 03 14
Deferred tax assets 6 427 246
Total non-current assets 1,039 8 1,344 1
Inventories 161 147
Trade and other recervables ] 5835 5265
Cash and cash equivalents 14 1160 195
Current tax recewable 156 141
Total current assets 7312 674 8
Total assets 1,771 0 2,0189
Liabihities
Interest bearing loans and borrowings 14 96 7) (89 8)
Current taxes payable (52 6) (53 4)
Trade and other payables 12 {356 6) (301 8)
Provisions 13 (307) (234
Total current habilites {536 6) {468 4)
Interest beanng loans and borrowings 14 (794 7) (663 2)
Deferred tax habilities 6 (517) (35 2)
Net pension hiabilities 16 (26 9) (25 3)
Other payables 12 (173) (16 1)
Provisions 13 {4 4) (4 0)
Total non-current habiities {895 0) (743 8)
Total habilities {1,431 6) (1,212 2)
Net assets 3394 8067
Equity
Share capital 15 16 16
Share premium 2578 2578
Other reserves (58 0) {25 9)
Retained earnings 110 2 5471
Total equity attributable to equity holders of the Company 3116 7806
Non-controlling interest 20 278 261
Total equity 3394 8067

The financial statements on pages 90 to 132 were approved by the Board on 1 March 2016 and were signed on its behalf by

f;\\w M

Chief Executive Officer Chief Financial Officer
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Consolidated statement of changes in equity

Attnbutable to equity holders of the Company

Other reserves Tota
before
non- Non-
Share Share Translation Retatned controling controfling Total

capital premium reserve Other earmngs® interest interest equity
For the year ended 31 December 2015 Notes £m £m fm £m £m £fm fm fm
At 1 January 2014 16 2578 (20 6) 64 4874 7326 241 7567
Total comprehensive income
for the year
Profit - - - - 176 3 176 3 141 190 4
Other comprehensive income - - {11 7) - (20 B6) (32 3) 07 (316)
Total comprehensive Income
for the year - - (117} ~ 1557 144 0 i48 1588
Transactions with owners of the
company recognised directly in equity
Contnbutions by and distnbutions
to the owners of the company
Dividends paid 15 - - - - (75 5) (75 5) (128 (883)
Purchase of own shares 15 - - - - (20 6) {20 6) - (206)
Tax paid on share awards vested** - - - - 68 {6 8) - (6 8)
Equity-settled transactions 17 - - - - 76 76 - 76
Income tax on equity-settled transactions 6 - - - - 07 {07) - {07)
Total contnibutions by and distributions
to the owners of the company - - - - {96 0) (96 0) (12 8) (108 8)
At 31 December 2014 16 2578 (32 3) 64 5471 780 6 261 8067
At 1 January 2015 16 2578 (32 3) 64 5471 780 6 261 8067
Total comprehensive iIncome
for the year
(Lossy/profit - - - - (36005) (360 5) 135 (3470)
Other comprehensive income - - {32 1} - 08 (313 10 (303)
Total comprehensive Income
for the year - - (32 1) - (3597 (3918) 145 (3773)
Transactions with owners of the
company recognised directly in equity
Contrnibutions by and distnbutions
to the owners of the company
Dmidends paid 15 - - - - (807 {(807) (133} (940)
Purchase of non-controlling interest - - - - 07 07) 05 {0 2)
Purchase of own shares 15 - - - - 52 {52) - (52)
Tax pard on share awards vested** 17 - - - - (30 {(30) - {(30)
Equity-settled transactions 17 - - - - 129 129 - 129
Income tax on equity-settled transactions 6 - - - - (0 5) (0 5) - {0 5)
Total contnbutions by and distnbutions
to the owners of the company - - - - {772 (77 2) (128 (900)
At 31 December 2015 16 2578 (64 4) 64 1102 3116 278 3394

* After £244 1m for goodwill written off to retained earmings as at 1 January 2004 wn relation to subsidiaries acquired prior to 31 December 1997

This figure has not been restated as permitied by IFRS 1

**The tax paid on share awards vested 1s related to settlement of the 1ax obligation on behalf of employees by the Group wia the sale of a portion of the equity-settled

shares
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Financial statements

Consolidated statement of cash flows

2015 2014
For the year ended 31 December 2015 Notes £m Ern
Cash flows from operating activities

(Loss)profit for the year 2 (3470) 1504
Adjustments for

Depreciation charge 8 751 690
Amortisation of software 9 101 73

Amorusation of acquisiion intangibles 9 214 208

Imparment of goodwall and other assets 89 5894 -
Equity-settled transactions 17 129 76

Net finanang costs 14 242 24 4

Income tax expense 6 393 618

Loss on disposal of property, plant, equipment and software 02 04

Operating cash flows before changes in working capital and operating provistons 4256 3817

Change in inventories (10) 27
Change in trade and cther receivables (10 8) (26)
Change in trade and other payables 249 88

Change in provisicns 64 19

Speaal contributions into pension schemes 16 {2 8) 09)
Cash generated from operations 442 3 386 8

Interest and other finance expense paid (26 4) 279
Income taxes paid {70 8) &7 4)
Net cash flows generated from operating activities 3451 2915

Cash flows from investing activities

Proceeds from sale of property, plant, equipment and software 13 10

Interest receved 10 18

Acquisition of subsidianes, net of cash acquired 10 {231 3) {40 2)
Consideration pard 1n respect of prior year acquisitions 13 - {03)
Purchase of non-controlling interest 20 0 3) -

Sale of assocate 11 -

Acquisitron of property, plant, equipment and software 89 {112 2) (109 5)
Met cash flows used in iInvesting activities (340 4) (147 2)
Cash flows from financng activities

Purchase of own shares 15 (52 (20 6)
Tax paid on share awards vested (30) 68
Drawdown of borrowings 1690 103 8

Repayment of borrowings (63 5) {1295)
Dvidends paid to non-controling interest 20 (13 3) (12 8
Equity dwidends paid 15 {807) (755)
Net cash flow used 1n financang activities 33 (141 4)
Net increase in cash and cash equivalents 14 80 29

Cash and cash equivalents at 1 January 14 1195 164

Effect of exchange rate fluctuations on cash held 14 (115) 02

Cash and cash equivalents at 31 December 14 116 0 Nn9s

The notes on pages 95 to 132 are an integral part of these consohdated finanoal statements

Cash outflow relating to Separately Disclosed Items was £23 4m for year ended 31 December 2015 (2014 £16 9m)

94 FINANCIAL STATEMENTS

INTERTEK GROUP PLC ANNUAL REPORT AND ACCOUNTS 2015




Notes to the financial statements

1 Significant accounting policies

BASIS OF PREPARATION

Accounting policies applicable to more than one section of the finanaal statements are shown below Where accounting policies
relate to a specific note in the finanaal statements, they are set out within that note, to provide readers of the finanaial statements
with a more useful layout to the financal information presented

Statement of comphance
Intertek Group plc is a company incorporated and domiciled in the UK

The Group financial statements as at and for the year ended 31 December 2015 consolidate those of the Company and its
subsidiaries (together referred to as the Group} and include the Group’s interest In associates The Group financial statements have
been prepared and approved by the Directors in accordance with International Financial Reporting Standards as adopted by the EU
(‘'IFRSs"Y The Parent Company financial statements present information about the Company as a separate entity and not about its
Group The Company has elected to prepare its Parent Company financal statements in accordance with UK GAAP, these are
presented on pages 133 to 137

IFRS's announced but not yet effective
The following {FRS's have been announced but are not yet effective in the preparation of these financial statements
Thewr adoption 15 not expected to have a matenal effect on the financial statements, unless otherwise indicated

Clanfication of Acceptable Methods of Deprecation and Amortisation (effective 1 January 2016}
Annual Improvements to IFRS's — 2012-2014 Cycle (effective 1 January 2016)

IFRS 15 Revenue from contracts with customers (effective 1 January 2018, not yet endorsed by the International Accounting
Standards Board ('|ASB"))

IFRS 16 Leases {effective 1 January 2019, not yet endorsed by the IASB) - management has not yet completed its analysis
of this standard

IFRS 9 Financial Instruments (not yet endorsed by the 1ASB) — management has not yet completed its analysis of this standard

Measurement convention
The financial statements are prepared on the hustorical cost basis except as discussed in the relevant accounting policies

Functional and presentation currency
These consolidated financial statements are presented 1n sterling, which 1s the Company’s functional currency All information
presented n sterling has been rounded to the nearest £0 1m

Changes in accounting policies
The accounting policies set out In these financial statements have been apphed consistently to all years presented

A number of new standards, amendments to standards and interpretations are effective for annual periods beginning
on or after 1 January 2015 but do not have a sigmficant effect on the consolidated financial statements of the Group

Going concern

The Board has reviewed forecasts, induding forecasts adjusted for significantly worse economic condiions The Board has also
reviewed the Group's funding requirements and the available debt facilities As a result of these reviews the Board remains
satisfied with the Group's funding and hgwdity position and beheve that the Group i1s well placed to manage its business nsks
successfully In addition, on the basis of its forecasts, both base case and stressed, and avallable faciliiies, which are described
in note 14, the Board has concluded that the going concern basis of preparation continues to be approprate

BASIS OF CONSOLIDATION

Subsidiaries

Subsidharies are those entities controlled by the Group Controf exists when the Group has power to direct the relevant activities,
exposure to vanable returns from the investee and the ability to use 1ts power over the investee to affect the amount of investor
returns The financal statements of subsidianes are included in the consalidated financal statements from the date that control
commences untll the date that control ceases

For purchases of non-controling interest in subsidiaries, the difference between the cost of the additional interest in the subsidiary
and the non-controlling interest’s share of the assets and habilities reflected in the consolidated statement of financial position
at the date of acquisition, 1s reflected directly in shareholders’ equity

Transactions eliminated on conschidation

Intra-group balances and transactions, and any unreahsed gains and losses or iIncome and expenses arising from intra-group
transactions, are eliminated in preparing the consolidated financial statements Unrealised losses are eliminated in the same
way as unreahsed gamns, but only to the extent that there 15 no evidence of mparment
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Financial statements
Notes to the financial statements continued

1 Significant accounting policies (continued)

FOREIGN CURRENCY

Foreign currency transactions

Transactions in foreign currencies are translated to the respective functional currencies of Group entities at the foreign exchange
rate ruling at the date of the transaction Monetary assets and liabulities (for example cash, trade recevables, trade payables)
denominated in foreign currencies at the reporting date are translated at the foreign exchange rate ruling at that date Foreign
exchange differences anising on translation are generally recognised in the income statement Non-monetary assets and habilities
that are measured in terms of hustonical cost in a foreign currency are translated using the exchange rate at the date of the
transaction For the policy on hedging of foreign currency transactions see note 14

Foreign operations
The assets and habihties of foreign operations, including goodwill and fair value adjustments ansing on acquisition, are translated
to sterling at foreign exchange rates ruling at the reporting date

The income and expenses of foreign operations are translated into sterling at cumulative average rates of exchange during the
year Exchange differences ansing from the translation of foretgn operations are taken directly to equity in the translation reserve
They are released to the income statement upon disposal For the policy on netinvestment hedging see note 14

The most significant currencies for the Group were translated at the following exchange rates

Assets and liabilities Income and expenses
Actual rates Cumulative average rates
value of £1 31 Dec 2015 31 Dec 2014 2015 2014
US dollar 148 155 153 165
Euro 136 128 138 124
Chinese renminb 961 965 962 1015
Hong Kong dollar 1148 1204 187 1280
Austrahan dollar 203 191 204 183

USE OF JUDGEMENTS AND ESTIMATES

The preparation of financial statements in conformity with IFRSs requires management to make judgements and estimates that
affect the apphcation of accounting policies and the reported amounts of assets, habilities, mcome and expenses Actual results
may differ from these estimates Estmates and underlying assumptions are reviewed on an ongoing basis Revisions to accounting
estimates are recognised in the year in which the estimates are rewised and in any future years affected

JUDGEMENTS
In applying the Group’s accounting policies, management has appled judgement in the following areas that have a sigmificant
impact on the amounts recagmsed in the finanoal statements

Income tax
The tax on profits 1s determined according to complex tax laws and regulations Where the effect of these laws and regulations
I1s unclear, judgements are used In determining the hability for the tax to be paid, see note 6

Deferred tax
Deferred tax assets and habihties require management judgement in determining the amounts to be recogrised, with
consideration given to the timing and level of future taxable income, see note 6

Basis of consolidation
Judgement 15 applied when determining If the Group controls a subsidiary or associate In assessing control, the Group constders
whether it has power over the investee to affect the amount of investor returns, see page 95 ‘Basis of consohdation’ policy

Intangible assets
When the Group makes an acquisiion, management determines whether any intangible assets should be recognised separately
from goodwill, and the amounts at which to recognise those assets, see note 9

Restructuring
In making a prowsion for restructuring, management has based 1ts estimate of future costs on the speafic arcumstances of each
local and regional restructunng plan, including estimated costs and timing of completion

ESTIMATES
Discussed below are key assumptions concerning the future, and other key sources of esttimation at the reporting date, that have
a nsk of causing a material adjustment to the carrying amount of assets and liabilities withmn the next financial year

Claims
In making provision for daims, management bases its estrmate on the circumstances relating to each speafic event, internal and
external legal advice, knowledge of the industries and markets, prevailing commercial terms and legal precedents, see note 13
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1 Significant accounting policies (continued)

Impairment of goodwill
The Group determines on an annual basis whether goodwill 1s impaired This requires an estimation of the future cash flows
of the cash generating units to which the goodwill 1s allocated, see note 9

Contingent consideration

When the Group acquires businesses, the total consideration may consist of an amount paid on completion plus further amounts
payable on agreed post completion dates These further amounts are contingent on the acquired business meeting agreed
performance targets At the date of acquisition, the Group reviews the profit and cash forecasts for the acquired business and
estimates the amount of contingent consideration that is likely to be due, see note i3

Employee post-retirement benefit obligations
For matenal defined benefit plans, the actuanal valuation includes assumptons such as discount rates, return on assets, i
salary progression and mortality rates, see note 16

Recoverability of trade receivables
Trade recevables are reflected net of an estimated provision for impairment losses This provision considers the past payment
history and the length of time that the debt has remained unpard, see note 11

Accounting policies relating to a specific note in the financial statements are set out within that note as follows

Note
Revenue 2
Separately Disclosed Items 3
Taxation 6
Property, plant and equipment 8
Goodwilt and other intangible assets 9
Trade and other recevables 1
Trade and cther payables 12
Provisions 13
Borrowings and financial instruments 14
Capntal and reserves 15
Employee benefits 16
Share schemes 17
Non-controlling interest 20

2 Operating segments and presentation of results

ACCOUNTING POLICY
Revenue
Revenue represents the total amount recewvable for services rendered, excluding sales related taxes and intra-group transactions

Revenue from services rendered on short-term projects 1s generally recognised m the income statement when the relevant service
1s completed, usually when the report of findings 15 1ssued

SLINIWILVLS TYIDNVNI

On long-term projects the Group records transactions as sales on the basis of value of work done, with the corresponding amount
being included in trade receivables if the customer has been invoiced or in accrued income if billing has yet to be completed
Long-term projects consist of two main types a) time incurred 1s billed at agreed rates on a penodic basis, such as monthly, or b)
staged payment invoicing occurs, requinng an assessment of percentage completion, based on services provided and revenue
accrued accordingly Expenses are recharged to chents where permitted by the contract

Payments received in advance from customers are recogrised in deferred income where services have not yet been rendered

CPERATING SEGMENTS

The Group 1s organised into business lines, which are the Group’s operating segments and are reported to the CEQ, the chief

operating deasion maker These operating segments are aggregated into the five divisions, which are the Group's reportable }
segments based on similar nature of the products and services, and type of customer The five divisions, each of which offer |
services to different industries and are managed separately, are Consumer Goods, Commercial & Electrical, Chemicals &

Pharmaceuticals, Commodities and Industry & Assurance The costs of the corporate head office and other costs which

are not controlled by the five dvisions are allocated appropriately

Inter-segment pricing 1s determined on an arm'’s length basis There 15 no significant seasonality in the Group's operations

Segment results indude items directly attributable to a segment as well as those that can be allocated on a reasonable basis
The performance of the segments 15 assessed based on adjusted operating profit which 1s stated before Separately Disciosed Items
A reconclliation to operating profit by division and Group profit for the year i1s included overleaf
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Financial statements
Notes to the financial statements continued

2 Operating segments and presentation of results (continued)
Prinapal activities are as follows

Consumer Goods - the division is a market leading provider of services to the textiles, toys, footwear, hardlines and retaill
ndustries As a partner to retailers, manufacturers and distributors the Company offers expertise on quality issues ranging from
restricted hazardous substances and sustainahility, to supply cham secunty and legislation relating to environmental, ethucal and
trade security issues Services include testing, inspection, auditing, adwvisery services, qualty assurance and hazardous substance
testing Qur customers Include the world's leading retailers, their partners and suppliers

Commercial & Electrical — Our global network of accredited faciliies provides manufacturers and retatlers with a comprehensive
scope of safety, performance and quality testing and certification services The division supports a wide range of industries
including home appliances, consumer electronics, iInformation and communication technology, transportation, lighting, medical,
bullding products, industrial and renewable energy products Our customers include the world's leading brands and manufacturers
of a wide range of consumer electncal and industnal products and components

Chemicals & Pharmaceuticals - Serving a wide range of industries, induding chemicals and refined products, pharmaceutical,
healthcare and beauty, and automotive and aerospace, the division offers advanced laboratory measurement and expert
consultancy related technical support services and sustainability solutions 1t has an established track record of success in laboratory
outsourcing with many large, internationally recognised companies The diviston’s world leading technical experts also support
internal technical development Our customers include leading brands and suppliers of products and R&D to the pharma

industrtes, makers of healthcare and beauty products, and a wide range of industnial and consumer-facing corporatians who

use our expertise to help them develop the matenals and chemicals of the future

Commodities — Prowides independent cargo inspection, analytical assessment, calibration and related research and techmical
services to the world's petroleum, muirung, minerals and biofuels industries The division also provides services to governments
and regulatory bodies to support trade activities that help the flow of goods across borders Our customers are global and
natronal commodities retailers, traders and storage companies, and government ministry dients in the Middle East, Afnica
and South America

Industry & Assurance — Using in-depth knowledge of the oil, gas, nuclear, power, renewable energy, construction, food,
chemical and agricultural industries, the division provides a diverse range of services to help customers optirmise their assets and
meet global quahty standards for their products Qur serwices provide chents with independent venfication of the integrity of new
assets being constructed, and existing assets being maintained, with key services that indlude technical inspection, asset integrity
management, analytical testing, and consulting and training services The division also prowvides quality and safety services to the
Food and Agn sectors, certification services, secand-party suppher auditing, sustainability data verification and process
performance analysis Our customers include the owners, operators and developers of new and existing industnial infrastructure,
global food and hospitality brands and their supphers, and the world’s agnicultural trading companies and growers

The results of these divisions for the year ended 31 December 2015 are shown below
Year ended 31 December 2015

Revenue Depreciation

from and Adjusted Separately

external software operating Disclosed Qperating
customers amortisation® profit Items profitf{loss}

£m fm £m fm £m

Consumer Goods 404 3 (1 9) 1361 63} 1298

Commercial & Electncal 4117 {25 2) 605 (10 2) 503

Chemicals & Pharmaceuticals 1838 G0 223 (2 8) 195

Commodities 5548 (205) 791 6 4) 727
Industry & Assurance 6117 (13 4) 454 601 2) (555 8)
Total 2,166 3 {76 0) 3434 (626 9) (283 5)
Group operating profit/(Joss) 3434 (626 9) (283 5}
Net financing costs (24 2) - (24 2)
Profit/{loss) before income tax 3192 (626 9) (307 7)
Income tax expense 775 382 (393
Profit/{loss) for the year 2417 (588 7) {347 0)

* Depreciation and software amartisation of £85 2m (2014 £76 3m} ncludes unallocated charges of £9 2m (2014 £6 6m)
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2 Operating segments and presentation of results (continued)
Year ended 31 December 2014

Revenue Depreciation

from and Adjusted Separately

external software operating Disclosed Operating

customers amortisation® profit Items profit

fm £m £m fm £m

Consumer Goods 3753 (11 3) 124 8 (2 4) 1224
Commeroal & Electrical 3596 (214) 510 (5 6) 454
Chemcals & Pharmaceuticals 1731 49 186 69) nz
Commodities 542 4 217) 655 (105) 550
Industry & Assurance 6429 {10 4) 645 (22 4 421
Total 2,0933 (697) 3244 {47 8) 2766
Group operating profit 3244 47 8) 2766
Net financing costs (24 2) 0 2) (24 4)
Profit before iIncome tax 3002 480 2522
Income tax expense (72 0) 10 2 &1 8)
Profit for the year 2282 (37 8) 190 4

GEOGRAPHIC SEGMENTS

Although the Group 15 managed through a divisional structure, which operates on a global basss, under the requirements of IFRS 8
the Group must disclose any speafic countnes that are important to the Group's performance The Group considers the following
to be the matenal countries in which it operates, China (including Hong Kong), the United Kingdom and the United States

In presenting information on the basis of geographic segments, segment revenue 1s based on the location of the entity generating
that revenue Segment assets are based on the geographical location of the assets

Revenue from external

customers Non-current assets
2015 2014 2015 2014
£m fm fm £m
China {including Hong Kang) 422 6 3896 510 489
Other 3586 3416 933 1213
Total Asia Pacfic 7812 7312 144 3 170 2
United States 609 1 5415 552 8 53903
Other 154 9 164 9 530 368
Total Americas 764 0 706 4 6058 6271
United Kingdom 7”7 1799 1319 3845
Other 449 4 475 8 1323 1514
Total Europe, Middle East and Africa 6211 6557 264 2 5359
Unallocated - — 255 109
Total 2,166 3 2,093 3 1,039 8 1,3441

MAJOR CUSTOMERS
No revenue from any individual customer exceeded 10% of total Group revenue in 2014 or 2015

3 Separately Disclosed Items

ACCOUNTING POLICY

Adjusted results

tn order to present the performance of the Group 1n a clear, consistent and comparable format, certain items are disclosed
separately on the face of the income statement

Separately Disdlosed Items are items which by their nature or size, in the opinion of the Directors, should be excduded from
the adjusted result to provide readers with a clear and consistent view of the business performance of the Group and its
operating dwisions

when applicable, these items include amortisation of acquisiion intangibles, impairment of goodwill and other assets, the profit
or loss on disposals of businesses or other significant fixed assets, costs of acquinng and integrating acquisitions, the cost of any
fundamental restructuning of a business, matenial daims and settlements, significant recyding of amounts from equity to the
income statement and unrealised gains/losses on financial assets/labilities
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3 Separately Disclosed Items (continued)

SEPARATELY DISCLOSED ITEMS
The Separately Disclosed Items are described in the table below

2015 2014
fm fm

Operating costs
Amortsation of acquisibon intangibles (@) (21 4) (20 8)
Acquisiion costs (3] (5 8) (35
Restructuning costs © 67) (235
Impairment of goodwill and other assets d {589 4) -
Material daims and settlements &) (36) -
Total operating costs (626 9) 478)
Net financng costs - 02
Total before income tax (626 9) 48 0)
Income tax credit on Separately Disclosed items 382 102
Total (588 7) (37 8)

(a) Of the amortisation of acquisiion intangbles in the current year, £13 4m (2014 £13 3m} relates to the customer contracts
and customer relationships acquired with the purchase of Moody International Limited (Moody*) in 2011

(b) Acgquisition costs comprise £5 2m (2014 £1 3m) for transaction costs in respect of current year acquisitions, and £0 6m
in respect of prior years' acquisitions {2014 £2 2m)

(©) Restructuning costs relate to asset wnte-offs and staff redundancies in certain regions in which the Group operates

{d} Impairment of goodwill and other assets of £589 4m (2014 £nil) compnises £577 3m for the Industry Services CGU (consisting
of £481 4m relating to goodwill, £60 3m relating to the customer contracts and customer relationships and £35 6m relating to
property, plant & equipment) and £12 1m in respect of computer software

{e) Matenial claims and settlements relate to a commercial claim that 15 separately disclosable due to its nature

4 Expenses and auditor’s remuneration
An analysis of operating costs by nature 1s outlined below

2015 2014
£m £m
Employee costs 956 2 9215
Depreciation and software amortisation 852 763
Impairment of goodwill and other assets 5894 -
QOther expenses 8190 8189
Total 2,449 8 1.816 7
Certan expenses are outhned below, including fees paid to the auditors of the Group
2015 2014
£m £m
Included in profit for the year are the following expenses
Property rentals 656 592
Lease and hire charges — fixtures, fittings and equipment 171 152
Depreciation and software amortisation 852 763
Impatrment of goodwall and other assets 589 4 -
Loss on disposal of property, fixtures, fittings, equipment and software 02 04
Auditor's remuneration
Audit of these finanaal statements 05 04
Amounts receivable by the auditors and their assoaates in respect of
Audit of inancal statements of substdiaries pursuant to legislation 20 19
Total audit fees payable pursuant to legislation 25 23
Taxation compliance services 03 03
Taxation advisory services 01 01
Other 02 02
Total 31 29

The auditors and their associates were paid £11,000 (2014 £16,000) in respect of the audit of Group pension schemes
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5 Employees

Total employee costs are shown below

2015 2014
Employee costs £m Em
Wages and salanes 8143 7850
Equity-settled transactions 129 76
Social security costs 894 918
Penston costs (note 16) 396 an
Total employee costs 956 2 9215
Details of pension arrangements and equity-settled transactions are set out in notes 16 and 17 respectively
Average number of employees by dwision 2015 2014
Consumer Goods 10,898 10,789
Commercial & Electrical 5812 5,442
Chemicals & Pharmaceuticals 1,770 1,745
Commodities 9,879 10,252
Industry & Assurance 10,305 9,690
Central 2n 244
Total average number for the year ended 31 December 38,935 38,162
Total actual number at 31 December 41,434 38,407
The total remuneration of the Directors 15 shown below

2015 2014
Directors’ emcluments £m £m
Directors’ remuneration 46 29
Amounts charged under the long-term incentive scheme - 04
Company contributions to the defined contributton schemes 02 03
Total Directors’ emoluments 48 36

6 Taxation

ACCOUNTING POLICY
Income tax for the year comprises current and deferred tax Income tax is recogrised in the same primary statement as the
accounting transactton to which 1t relates

Current tax
Current tax 1s the expected tax payable on the taxable income for the year, using tax rates enacted or substantively enacted
at the reporting date, and any adjustment to tax payable in respect of previous years

The Group recogruses habities for anticpated tax 1ssues based on estimates of the addihional taxes that are likely to become
due Amounts are accrued based on management's interpretation of specific tax law and the lkelihood of settlement Where
the outcome of discussions with tax authorities s different from the amount intially recorded, this difference will impact the
tax provisions in the period the determination 1s made

Deferred tax
Deferred tax i1s provided using the balance sheet liability method, providing for temporary differences between the carrying
amount of assets and habilities for financial reporting purposes and the amounts used for taxation purposes, except for

» initial recogrition of goodwill,

+ the imitial recognitton of assets or hahilities in a transaction that 1s not a business combination and that affects neither
accounting nor taxable profit, and

» differences relating to investments in subsidiaries, branches, assoqates and interest in joint ventures, the reversal of which
1s under the control of the Group and where it 1s probable that the difference will not reverse in the foreseeable future

The amount of deferred tax provided 15 based on the expected manner of realisation or settlement of the carrying amount of
assets and habihibes, using tax rates that have been enacted or substantively enacted at the balance sheet date, for the penods
when the asset is realised or the lability is settled Deferred tax assets and llabilities are offset if there is a legally enforceable nght
to offset current tax iabilities and assets and they relate to income taxes tevied by the same tax authority on the same taxable
entity, or on different taxable entities which intend to settle current tax liabilities and assets on a net basis or therr tax assets and
liabiities will be realised ssimultaneously
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6 Taxation (continued)

Deferred tax (continued)

A deferred tax asset is recogrised only to the extent that 1t 1s probable that future taxable profits will be available against which
the temporary difference can be utibsed The carrying amount of deferred tax assets 1s reviewed at each balance sheet date and
reduced to the extent that it 1s no longer probable that sufficient taxable profits will be availlable 1o allow all or part of the deferred
1ax asset to be utihsed

Any additional income taxes that anise from the distnbution of dwvidends are recogrised at the same time as the liabihty to pay
the related dwdend

TAX EXPENSE
The Group operates across many different tax junsdictions Income and profits are earned and taxed in the individual countries
in which they occur

The income tax expense for the loss before tax for the year ended 31 December 201515 £33 3m (2014 £61 8m) The Group's
consolidated effective tax rate for the year ended 31 December 2015 15 (12 8)% (2014 24 5%)

The income tax expense for the adjusted profit before tax for the year ended 31 December 2015 1s £77 5m {2014 £72 Om)
The Group's adjusted consolidated effective tax rate for the 12 months ended 31 December 2015 1s 24 3% (2014 24 0%)

Differences between the consolidated effective tax rate of (12 8)% and notional statutory UK rate of 20 25% include, but are
not imited to, the mix of profits, the effect of tax rates in foreign yunsdictions, non-deductible expenses, the effect of utilised
tax losses and under/over provisions in previous periods

The Group receives tax incentives in certain junisdictions, resutting in a lower tax charge to the income statement Without these
Incentives the adjusted effective tax rate would be 26 7% (2014 27 1%) There 1s no guarantee that these reduced rates wall
continue to be apphicable in future years (see note 22)

Following the acquisition of the US businesses, PSI and the MT Group {see note 10), our expectation s that our effective tax rate
for the forthcoming year 1s likely to increase

Tax charge
The total iIncome tax charge, compnising the current tax charge and the movement in deferred tax, recognised in the income
statement 15 analysed as follows

2015 2014

£m fm

Current tax charge for the penod 726 651
Adjustments relating to pnor year liabilities (2 6) -

Current tax 700 651
Deferred tax movement related to current year (351) 63)
Deferred tax movement related to prior year 44 30
Deferred tax movement {307) (3 3)
Total tax in Income statement 39.3 618
Tax on ad|usted result 775 720
Tax on Separately Disclosed ltems (38 2) (10 2)
Total tax in Income statement 393 618

Reconcaliation of effective tax rate
The following table provides a reconciation of the UK statutory corporation tax rate to the effective tax rate of the Group on
profit before taxation

2015 2014
£m £fm
(Loss)/profit before taxation (307 7) 2522
Notional tax charge at UK standard rate 20 25% (2014 21 50%} {62 3) 54 2
Differences in overseas tax rates (2 6) {56)
Tax on dvidends 70 75
Non-deductible expenses 35 68
Tax exempt Income (39} 67}
Impairment losses wath no tax effect 973 -
Movement in unrecognised deferred tax 05 40
Adjustments in respect of prior years 18 30
Other* (20) (4
Total tax in Income statement 393 618

* The Other category contains R&D tax credits £0 9m (2014 £nil)
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6 Taxation {continued)
Reconciliation of effective tax rate {continued)

During 2015, the UK Government announced a phased reduction in the main rate of corporation tax from 20% to 18% over
a peniod of three years from 1 Apnl 2017 The reduction in the UK corparation tax rate to 19% from 1 Aprit 2017 and to 18%

from 1 Apnl 2020 was substantively enacted in October 2015

Income tax recognised in other comprehensive income {(*OCI’)
As noted in the accounting policy, tax 1s recognised in the same place as the relevant accounting charge The mncome tax

recogrised on items recorded in other comprehensive income 1s shown below

Before tax Tax credit Net of tax Before tax Tax tharge Net of tax
2015 2015 2015 2014 2014 2014
fm fm £m £m fm fm

Foreign exchange translation differences of
foreign operations 20 - 20 319 - 319
Net exchange (loss)/gan on hedges of net
investments in foreign operations {331) - {(331) 429) - 429)
Gain on farr value of cash flow hedges - - - 02 - 02
Remeasurements on defined berefit pension
schemes 22) - (22) (12 9} ©n (130)
Deferred tax assets recogrised in other
comprehensive income - 30 30 - (78) {78)
Total other comprehensive income for the year (33 3) 30 (30 3) (237) {79) (316)

Income tax recogmised directly in equity

As noted 1n the accounting policy, tax is recognised in the same place as the relevant accounting charge

recognised in equity 1s shown below

The income tax on items

Before tax Tax charge Net of tax Before tax Tax credit Net of tax
2015 2045 2015 2014 2014 2014
£m £m £m fm fm £m
Equity-settled transactions 129 ©5) 124 76 on 69
DEFERRED TAX
Recognised deferred tax assets and habilities
Deferred tax assets and liabilities are attributable to the following
Assets Assets Liabilitzes Lablihities Net Net
2015 2014 2015 2014 2015 2014
£m fm fm £m £m fm
Intangible assets 04 06 (67 6) (512) (67 2) (50 6}
Property, fixtures, fittings and equipment 191 57 (56) (33) 135 24
Pensions 13 10 - - 13 10
Equity-settled transactions 43 46 - - 43 46
Provisions and other temporary differences 292 322 19 37 273 285
Tax value of losses 18 35 - - 18 35
Total 661 476 (75 1) (58 2) (90) {10 6)
As shown on balance sheet
Deferred tax assets® 427 246
Deferred tax habiities* (51.7) (35 2)
Total (90) (10 6)

* The deferred tax by category shown above 1s not netied off withi companies or junsdictions The balance sheet shows the net position within companies
or junisdictions The difference between the two asset and liability totals 1s £23 4m but the net llabdity of £9 Om 15 the same in both cases
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6 Taxation (continued)

Movements in deferred tax temporary differences during the year

The movement in the year in deferred tax assets and habilities 1s shown below

Recognised Recognised

1January Exchange in income inequity 31 December
2015 adjustments Acquisitions statement and OCI 2015
fm £m £m fm £fm £m
intangsble assets (5086) (30 (26 2) 126 - (67 2)
Property, fixtures, fittings and equipment 24 07 - 18 - 135
Pensions 10 - - 03 - 13
Equity-settled transactions 46 01 - (08) 04 43
Provistons and other temporary differences 285 06 - 18) - 273
Tax value of losses 35 (03) - 86 - 18
Total {10 6) (3 3) (26 2) 307 04 (90}
Recognised  Recognised
1 January Exchange nmncome inequity 31 December
2014 adjustments  Acquisitions statement and OC) 2014
£m £m £m fm £m £m
Intangible assets {51 4) 22 o1 33 02 (50 6)
Property, fixtures, fittngs and equipment 43 09 - (2 8) - 24
Pensions 09 - - 02 Q1 10
Equity-settled transactions 68 - - 02) (2 0) 46
Provisians and other temporary chferences 237 14 - 34 - 285
Tax value of losses 99 0 4) - 086 (5 4) 35
Total (5 8) (03) 01 33 (77) {10 6)

UNRECOGNISED DEFERRED TAX ASSETS

Deferred tax assets have not been recognised in respect of the items shown below The numbers shown are the gross temporary

differences, and to calculate the potential deferred tax asset it 1s necessary to multiply these by the tax rates in each case

2015 2014

fm fm

Property, fixtures, fittings and equipment 46 4 24 2
Pensions 184 192
Intangibles 228 -
Equity-settled transactions - 05
Provisions and other temporary differences 121 219
Tax losses 719 674
Total 1716 1332

Deferred tax assets have not been recognised in respect of these items because 1t s not probable that future taxable profits wilt be
available in certan junsdictions against which the Group can utilise the benefits from them

There 1s a temporary difference of £206 1m (2014 £214 6m) which relates to unremitted post-acquisition overseas earnings
No deferred tax i1s provided on this amount as the distribution of these retained earnings 15 under the control of the Group

and there 15 no Intention to either repatnate from, or sell, the assocated subsidianies in the foreseeable future
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7 Earnings per ordinary share

The calculation of earnings per ordinary share 1s based on proft attnbutable to ordinary shareholders of the Company and the
weighted average number of ordinary shares in issue durning the year Dhluted earnings per share 1s calculated by adjusting the
weighted average number of ordinary shares in issue on the assumption of conversion of all potentially dilutive ordinary shares
Potential ordinary shares shall be treated as dilutive when, and only when, their conversion to ardinary shares would decrease
earnings per share or increase loss per share from continuing operations Basic loss per share in 2015 1s therefore equal to diluted

loss per share

In addition to the earnings per share required by IAS 33 Earmings Per Share, an adjusted earnings per share has alsc been

calculated and 1s based on earruings excluding the effect of amortisation of acquisition intangibles, goodwill impairment and other
Separately Disclosed Items [t has been catculated to allow shareholders a better understanding of the trading performance of the

Group Detalls of the adjusted earnings per share are set out below

2015 2014
£m £m
(Lossy/profit attnbutable to ordinary shareholders {360 5) 176 3
Separately Disclosed Items after tax {note 3) 5887 378
Adjusted earnings 228 2 2141
Number of shares (millions)
Basic weighted average number of ordinary shares 160.8 1610
Potentially dilutive share awards 14 11
Diluted weighted average number of shares 162 2 162 1
Basic (loss)/earnings per share (224 2)p 109 5p
Potentially dilutive share awards - ©7p
Diluted (loss)/earnings per share (224 2)p 108 8p
Adjusted basic earnings per share 1419 133 0p
Potentially dilutive share awards {12)p (09p
Adjusted diluted earnings per share 140 7p 132 1p

8 Property, plant and equipment

ACCOUNTING POLICY
Property, plant and equipment
Owned assets

Itemns of property, plant and equipmeni are measured at cost less accumulated depreciation and accumulated iImpairment losses

Cest includes expenditure that is directly attnbutable to the acquisiion of the asset

Leased assets

Leases in which the Group assumes substantially all the nisks and rewards of ownership are classified as finance leases Where
land and buildings are held under finance leases, the accounting treatment of the land 15 considered separately from that of the
bulldings Leased assets acquired by way of finance leases are stated at an amount equal to the lower of therr fair value and the
present value of the minimum lease payments at inception of the lfease, less accumulated depreciation and imparrment losses

Other leases are operating leases
These leased assets are not recognised in the Group's statement of financial position

Depreciation

Depreciation Is charged to the income statement on a straight-line basis over the estimated useful lives of items of property,
plant and equipment Leased assets are depreciated over the shorter of the expected lease term and ther useful lves Land

1s not deprecrated

The estimated useful lives are as follows

Freehold buldings and long leasehold buildings
Short leasehold bulldings
Fixtures, fitings, plant and equipment

SO years
Term of lease
3 to 10 years

Depreciation methods, residual values and the useful ives of assets are reassessed at each reporting date

Impairment
Non-financial assets

The carrying amounts of the Group’s non-financial assets, other than inventories and deferred tax assets, are reviewed at each

reporting date to determine whether there 1s any indication of imparrment If any such indication exists, then the asset’s

recoverable amount 15 estimated to determine the level of any impairment
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8 Property, plant and equipment (continued)

PROPERTY, PLANT AND EQUIPMENT
The property, plant and equipment employed by the business is analysed below

Fixtures,

fitungs,
Land and plant and
buildings equipment Total
£m £m £m

Cost
At 1 January 2014 677 6801 7478
Exchange adjustments o7n 125 k3
Additions 3% 861 900
Impairments - 07 07
Disposals 02) (134) {i36)
Transfer to assets held for resale - (12) (12)
Businesses acquired (note 10) - 34 34
At 31 December 2014 707 766 8 8375
Deprecation
At 1 January 2014 139 3968 4107
Exchange adjustments {0 3) 79 76
Charge for the year 28 662 690
Impatrments - 0 4) {0 4)
Disposals 01 {12 1) {12 2)
Transfer to assets held for resale - {05} {05)
At 31 December 2014 163 4579 474 2
Net book value at 31 December 2014 544 3089 3633
Cost
At 1 January 2015 707 7668 8375
Exchange adjustments 32 (72) (a0}
Additions 21 93 3 954
Disposals 04 (14 6) (150)
Businesses acquired {note 10} 68 139 207
At 31 December 2015 824 852 2 934 6
Depreciation
Ay 1 January 2015 163 4579 4742
Exchange adjustments 05 2 6) @M
Charge for the year 28 723 751
Impairments (note 9) 13 343 356
Disposals Q1) (13 4) (135
At 31 December 2015 208 548 5 569.3
Net book value at 31 December 2015 616 3037 365 3

Fixtures, fittings, plant and equipment include assets in the course of construction of £34 9m at 31 December 2015 (2014 £27 3m),
mainly compnising laboratornes under construction These assets will not be depreciated until they are available for use

The net hook value of land and builldings compnised

2015 2014

£m im

Freehotd 555§ 477
Long leasehold 23 23
Short leasehold 38 44
Total 616 544
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8 Property, plant and equipment (continued)

Commitments
Operating lease payments

Payments made under operating leases are recognised tn the income statement on a straight-line basis over the expected term
of the lease Lease incentives receved are recogrised in the income statement as an integral part of the total lease expense over

the term of the lease

At 31 December, the Group had future unprovided commitments under non-cancellable operating leases due as follows

Land and Land and
buildings Other Total buildings Other Total
2015 2015 2015 2014 2014 2014
Em £m £m £m £m fm
Within one year 315 50 565 508 79 587
In the second to fifth years inclusive 845 50 895 853 55 908
Over five years 62 6 - 626 478 - 478
Total 198 6 100 2086 1839 134 1973

The Group leases various laboratories, testing and inspection sites, adrministrative offices and equipment under lease agreements
which have varying terms, escalation clauses and renewal rights

Contracts for capital expenditure which are not provided in the financial statements amounted to £4 4m {2014 £6 2m)

9 Goodwill and other intangible assets

ACCOUNTING POLICY

Goodwill

Goodwill anses on the acquisition of businesses Goodwaill represents the difference between the cost of acquisition and
the Group's interest in the farr value of the identfiable assets and liabilities acquired

Goodwill 15 stated at cost less any accumulated impairment losses Goodwill is allocated to cash generating units {'CGUs')
and 1s not amortised but 15 tested annually for imparrment

Acquisitions on or after 1 January 2010
From 1 January 2010, the Group has prospectively applied [FRS 3 ‘Business Combinations (revised 2008)’

Business combinations are accounted for using the acguisition method at the acquisitron date, which 1s the date on which
controlis obtained

The Group measures goodwill as the farr value of the consideration transferred less the net recogrised amount {generally farr
valug) of the identifiable assets acquired and liabiities assumed, all measured as of the acquisition date

Costs related to the acquisition, other than those associated with the issue of debt or equity securities, are expensed as incurred
Costs relating to acquisitions are shown in Separately Disclosed Items

Any contingent consideration payable 1s recognised at fair value at the acquisition date with subsequent changes recognised
in profit or loss

If at the reporting date the far values of the acquiree’s identifiable assets, hatulities and contingent habilities can only be
established provisionally, then these values are used Adjustments to the fair values can be made withuin 12 months of the
acquisition date and are taken as adjustments to goodwilt

Acquisitions between 1 January 2004 and 31 December 2009

For acquisitions between 1 January 2004 and 31 December 2009, goodwill represents the excess of the cost of the acquisition
over the Group’s interest In the recogrused amount (generally farr valug) of the identifiable assets, habilities and contingent
Liabilities of the acquiree

Transaction costs, other than those asscciated with the 1ssue of debt or equity securities, that the Group incurred in connection
with business combinations were capitalised as part of the cost of the acquisition

The Group has taken advantage of the exemption permitted by IFRS 1 and has not restated goodwall on acquisiions prior to
1 January 2004, the date of transition to IFRS In respect of acquisitions prior to 1 January 2004, goodwill represents the amount
recogrised under the Group’s previous accounting framework
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9 Goodwill and other intangible assets (continued)

Othar intangible assets

When the Group makes an acquisttion, management review the business and assets acquired to determine whether any intangible
assets should be recogrised separately from goodwill If, based on management's Judgement, such an asset 1s identified, then it 1s
valued by discounting the probable future cash flows expected to be generated by the asset, over the estimated life of the asset
Where there Is uncertainty cver the amount of economic benefit and the usefu! ife, this 1s factored into the calculation

Intangible assets arising on acquisitions and compurter software are stated at cost less accumulated amortisation and accumulated
impairment losses Identifiable intangibles are those which can be sold separately or which anse from legal rights regardiess of
whether those nghts are separable, and which have finite useful ives

Amortisation is charged to the income statement on a straight-ine basis over the estimated useful Iives The estimated usefu! lives
are as follows

Computer software Up to 7 years
Customer relationships Up to 10 years
Know-how Up to 5 years
Trade names Up to 5 years
Licences Contractual hife

Covenants not to compete Contractual hife

Impairment
Goodwill s not subject to amortisation and 1s tested annually for imparrment and when circumstances mdicate that the carrying
value may be impaired

Other intangible assets are subject to amortisation and are revtewed for impairment whenever events or changes In circumstances
indicate that the amount carried in the statement of financial position may be less than its recoverable amount

Any impairment 1s recogmised in the iIncome statement Impairment 15 determined for goodwill by assessing the recoverable
amount of each asset or group of assets, 1 @ cash generating unit, to which the goodwill relates A CGU represents an
asset grouping at the lowest level for which there are separately identifiable cash flows

The recoverable amount of an asset or a CGU s the greater of its fair value less costs to sell and value in use In assessing value In
use, the estmated future cash flows are discounted to their present value using a pre-tax discount rate that reflects current market
assessments of the time value of money and the nisks specific to the asset The estimation process 1s complex due to the inherent
nsks and uncertainties and if different esumates were used this could matenally change the projected value of the cash flows

An impairment foss n respect of goodwill 1s not reversed
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9 Goodwill and other intangible assets (continued)

INTANGIBLES
The intangrbles employed by the business are analysed below

QOther intangible assets

Customer acqu:?itt:‘:r: Computer
Goodwill relationships Licences intangibles software Total
£m £m fm fm £m Em

Cost
At 1 January 2014 7504 2208 79 167 782 3236
Exchange adjustments 175 39 02 04 54 99
Additions - - - - 195 195
Disposals - - - - o1 (0 1)
Businesses acquired (note 10} 249 76 - - - 76
At 31 December 2014 792 8 2323 81 171 1030 3505
Amortisation and impairment losses
At 1 January 2014 136 1018 72 155 286 1531
Exchange adjustrnents 07 19 03 04 19 45
Charge for the year - 203 02 03 73 281
Disposals - - - - {0 1) {01
At 31 December 2014 129 1240 77 16 2 377 1856
Net book value at 31 December 2014 7799 108 3 04 09 653 174 9
Cost
At 1 January 2015 7928 2323 81 171 1030 3605
Exchange adjustments 14 6 37 02 04 49 92
Addions - - - - 168 168
Disposal - - - - on @
Businesses acquired {(note 10) 1579 598 - 57 14 669
At 31 December 2015 965 3 2958 g3 232 126 0 453 3
Amortisation and impairment losses
At 1 January 2015 129 1240 77 162 377 1856
Exchange adjustments on 14 02 04 15 35
Charge for the year - 211 0z 01 101 315
Disposal - - - - ©on (0 1)
Impairment 4814 603 - - 121 724
At 31 December 2015 494 2 206 8 8.1 167 613 2929
Net book value at 31 December 2015 4711 890 02 65 647 160 4

In accordance with accounting standards, an impairment of £577 3m against the Industry Services CGU has been allocated across
the different asset classes of £481 4m to goodwill, £60 3m to intangible assets and £35 6m relating to property, plant and
equipment (see note 8)

Other intangible assets
The other acquisition intangibles of £6 5m (2014 £0 9m) consist of covenants not to compete, know-how, trade names and
guaranteed income The average remaining amortisation period for customer relationships s seven years (2014 six years)

Computer software net book value of £64 7m at 31 December 2015 (2014 £65 3m} includes software in construction
of £30 5m (2014 £35 5m)

Impairment review

Cther intangible assets were reviewed for impairment in addrtion to the goodwill impatrment review, which included a strategic
review of IT and the systems landscape for potential obsolescence As a result, an impairment of £12 1m of IT assets related to
computer software has been recorded in the year

Goodwill
Goodwill ansing from acquisitions m the current and pnor year has been allocated to reportable segments as follows
2015 2014
£m fm
Commercial & Electrical 1413 -
Industry & Assurance 166 249
At 31 December 1579 249
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Financial statements
Notes to the financial statements continued

9 Goodwill and other intangible assets (continued)

The total carrying amount of goodwill by operating segment 15 as follows, which s also used for the disclosure of the Group's
Impawment review

2015 2014

£m £m

Industry Services 132 4674
Exploration & Production 35 36
Business Assurance 62 31
Food & Agnculture Services 178 177
Cargo & Analytical Assessment 17.2 185
Government & Trade Services 02 0z
Minerals 45 3 469
Softlines 34 35
Hardlnes 65 75
Product Intelhigence 24 26
Electrical & Wireless 46 3 430
Transportation Technologies 122 130
Building Products 194 5 524
Chemicals & Pharma/Health, Environmental & Regulatory 102.4 1005
Net book value at 31 December* 4711 7799

* Al goodwill is recorded in local currency Additicns during the year are converted at the exchange rate on the date of the transaction and the goodwill at the end
af the year 15 stated at closing exchange rates

Impairment review

In order to determine whether impairments are required, the Group estimates the recoverable amount of each operating segment

or CGU The calculation Is based on projecting future cash flows over a five-year penod and using a terminal value to incorporate

expectations of growth thereafter A discount factor i1s applied to obtain a value in use which 15 the recoverable amount

Key assumptions

The key assumptions include the rate of revenue and profit growth within each of the terntories and bustness lines in which the
Group operates These are based on the Group’s approved budget and five year Strategic Plan The long-term growth rate is also
key since 1t 15 used in the perpetunty calculabions Finally, the discount rate used to bring the cash flow back to a present value
varies depending on the location of the operation and the nature of the operaticns The estimated future cash flows are
discounted to thew present value using a discount rate that reflects current market assessments of the time value of money

and the nisks specific to the asset

The calculation of the value in use 15 sensitive to long-term growtih rates and discount rates Long-term growth rates predict
growth beyond the Group's planning cycle, and range from 1 7% to 3 5% (2014 2 5% to 4 5%} The higher long-term
growth rates reflect the weighting of a CGU's operations withun China The discount rate for each CGU reflects the Group's
weighted average cost of capital adjusted for the nisks specific to the CGU Discount rates ranged from 8 4% to 10 3%
(2014 91% 10 12 7%)

Sensitivity analysis
None of the reasonable downside sensitivity scenarios on key assumptions would cause the carrying amount of each CGU
to exceed 1ts recoverable amount, with the exception of Industry Services The sensitivities modelled by management include

1} Assuming revenues decline each year by 1% 1n 2017 to 2020 from the 2016 budgeted revenues, with margins increasing
with base assumptions

n} Assuming zero growth in operating profit margmns 1n 2016 to 2020 with revenues increasing per base assumptions
iy Assuming an increase in the discount rates used by 1%
Management considers that the likebhood of any or all of the above scenanos occurnng s low

Imparrment

At 31 December 2015, before imparrment testing, goodwill of £494 6m was allocated to the Industry Services CGU The ol and
gas sector in which this CGU operates has expenienced a significant downturn with a material reduction in capital and operating
expenditure by 1ts main customers As a result, the Group rewised its cash flow forecasts for Industry Services and has therefore
reduced the CGU value to its recoverable amount This has resulted in an impairment {oss against goodwill of £481 4m, against
Intangible assets of £60 3m and against property, plant and equipment of £35 6m, in total £5773m
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10 Acquisitions

ACQUISITIONS IN 2015

On 23 November 2015, the Group completed the significant acquisition of Professional Service Industnies, Inc , for a purchase price
of £220 Om (£215 4m net of cash acquired), generating goodwill of £146 Im PSi 15 a provider of industry-leading testing and
assurance services to the commercial and avil construction markets and non-destructive testing for anshore pipelines in the USA

On 3 February 2015, the Group acquired Adelaide Inspection Services Pty Ltd, an Australian-based business prowiding non-
destructive testing and associated services 10 the power generation, construction, ¢il, gas and mirung industnies On 10 September
2015, the Group acqured Dansk Institut for Certificening A/S, a Danish company that provides business assurance services to a
wide range of industries including Hospitality, Transport and Food On 8 October 2015, the Group acquired MT Group LLC and
Matenals Testing Lab, Inc, (together ‘MT'), a leading provider in the US of matenals testing and inspection services to the bulding
industry Cash consideration for these three acquisitions was £17 2m (£15 9m net of cash acquired) generating goodwill of £11 8m

Prowisional details of the net assets acquired and fair value adjustments are set out in the following tables These analyses are
provisional and amendments may be made to these figures in the 12 months following the date of acquisition

2015

Book value Provisional Fair value

Professional Service Industnes, Inc pnos to fairrvalue  to Groupon
acquistion  adjustments acquisition

Total fm £fm fm
Property, plant and equipment 159 38 197
Goodwll 1081 380 1461
Other intangible assets 661 01 66 2
Trade and other recevables 507 (0 8) 499
Trade and other payables (24 6) 27 {27 3)
Provisions for liabilities and charges - {13 2) (13 2)
Deferred tax latilities {26 8) 08 (26 0)
Net assets acquired 1894 260 2154
Cash outflow {net of cash and debt assumed} 2154
Contingent consideration -
Total consideration 2154

2015 2014

Book value Provisional Fair value Book value Fair value

Other acquisitions prior to fairvalue to Groupon prior to Fair value  to Group on
a(qUISIlIOH ad:ustmenls B(qUISllIDﬂ B(qUISItIOH adjuslments acqmsmnn

Total £m fm £m £m fm Em
Property, plant and equipment 10 - 10 33 01 34
Goadwill - 118 18 - 249 249
Other intangible assets - 07 07 - 76 76
Inventories 02 - 02 03 03) -
Trade and other recevables 48 - 48 123 (35 88
Trade and other payables {(24) - (2 4) (3 4} (10 44
Deferred tax habiities - (02 (02) - on on
Net assets acquired 36 123 159 125 277 402
Cash outflow (net of cash and debt assumed) 59 40 2
Contingent consideration - -
Total consideration 59 402

Goodwill and intangible assets

The total goodwill anising on acquisitions made during 2015 was £1579m There was no change to goodwill in respect of prior
years' acquisittons The goodwall anising represents the value of the assembled workforce and the benefits the Company expects
to gain fram increasing its presence in the relevant sectors in which the acquired businesses operate The intangible assets of
£66 9m primanly represent the value placed on customer relationships and the deferred tax thereon was £26 2m

Consideration pad
The total cash consideration pad for the acquisitions in the year was £237 2m (2014 £43 1m} Including cash and debt acquired
of £5 9m, the purchase price was £231 3m

Contrnibution of acquisitions to revenue and profits

In total acquisiions made during 2015 contributed revenues of £26 8m and a net profit after tax of £2 Om from their respective
dates of acquisition to 31 December 2015 The Group revenue and loss after tax for the year ended 31 December 2015 would
have been £2,377 Om and £330 5m respectively if all the acquisitions were assumed to have been made on 1 January 2015
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11 Trade and other receivables

ACCOUNTING POLICY
Trade recevables are recogrused initially at the value of the invoice sent to the customer and subsequently at the amounts
considered recoverable (amortised cost)

Estimates are used in determining the level of receivables that will not, in the opinion of the Directors, be coltected Based on
hustonic default rates, reflecting the track record of payments by the Group’s customers, the Group believes that no impairment
allowance 1s necessary in respect of trade recevables which are less than six months outstanding, unless there are speafic
arcumstances such as the bankruptcy of a customer which would render the trade recevable wrecoverable

The Group provides fully for all trade recevables over 12 months old as these are considered likely to be irrecoverable, and 25%
of balances six to 12 months cld Where recovery i1sin doubt, a provision 1s made against the specific trade receivable until such
time as the Group believes the amount to be wrrecoverable At that time the trade recewvable 1s written off

TRADE AND OTHER RECEIVABLES
Trade and other recewables are analysed below

2015 2012

£m £m

Trade recewvables 4137 3681
Other recewables 579 600
Prepayments and accrued income 1118 977
Fixed assets held for resale 01 07
Total trade and other receivables 5835 526 5

Trade recevables are shown net of an allowance for impairment losses of £20 0m (2014 £18 3m} and are all expected to be
recovered within 12 months Impairment on trade recevables charged as part of operating costs was £6 9m (2014 £8 4m)

There 15 no matenal difference between the above amounts for trade and other receivables and therr fair value, due to therr
short-term duration There I1s no congcentration of credit nsk with respect to trade receivables as the Group has a large number
of customers who are internationally dispersed

The ageing of trade recevables at the reporting date was as follows

2015 2014
£m £m
Under 3 months 3420 3024
Between 3 and 6 months 501 469
Between & and 12 months 265 245
Qver 12 months 151 126
Gross trade receivables 4337 3864
Allowance for impairment {20 0) (18 3)
Trade recevables, net of allowance 37 3681

Included in trade recevables under three months of £342 Om (2014 £302 4m}) are trade recewables of £185 1m (2014 £164 7m)
which are not yet due for payment under the Group’s standard terms and conditions of sale

The movement in the allowance for imparment in respect of trade recewvables during the year was as follows

2015 2014
Impatrment allowance for doubtful trade receivables fm £m
At 1 January 183 166
Exchange differences 07 03
Acquisitions 16 20
Cash recovered 06 ()]
Imparrment loss recognised 69 46
Receivables written off 67) {48
At 31 December 200 18 3

There were no matenal individual impairments of trade receivables
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12 Trade and other payables

ACCOUNTING POLICY
Trade payables are recognised at the value of the invoice received from a supplier The carrying value of trade payables
1s considered approximate to far value

TRADE AND OTHER PAYABLES
Trade and other payables are analysed below

Current Cumrent  MNon-current  Non-current

2015 2014 2015 2014

£m £m ifm £m

Trade payables 647 425 - -
Other payables 16 330 95 91
Accruals and deferred income 2503 2263 78 70
Total trade and other payables 356 6 3018 173 161

The Group’s exposure to hquidity risk related to trade payables s disclosed in note 14

13 Provisions

ACCOUNTING POLICY
A provision 15 recognised in the balance sheet when the Group has a present legal or constructive obligatron that can be estimated
reliably as a result of a past event, and it 1s probable that an cutflow of economtc benefits will be required to settle the obligation

PROVISIONS

Contingent

consideration Claims Other Total

£m £m £m £m

At 1 January 2015 40 68 166 274
Exchange adjustments {03 02 0 2) {03)
Provided in the year - 09 105 14
In respect of current year acquisitions - 132 - 132

in respect of prior year acquisiions 07 - - 07
Released durning the year - - - -
Utiised during the year - (2 6) (14 7) (173)
At 31 December 2015 44 185 12 2 351

Included In

Current habilitres - 185 122 307
Non-current liabilities 44 - — 44
At 31 December 2015 44 185 122 351

The Group 1s Involved in various claims and lawsuits incidental to the ordinary course of its business The outcome of such hitigation
and the timing of any potential hability cannot be readily foreseen, as it 1s often subject to legal proceedings Based on information
currently avallable, the Directors consider that the cost to the Group of an unfavourable outcome ansing from such litigation s
unbkely to have a matenally adverse effect on the financial position of the Group in the foreseeable future

The provision for claims of £18 5m {2014 £6 8m) represents an estimate of the amounts payable in connection with identified
dams from customers, former employees and other plaintiffs and associated legal costs The timing of the cash outflow relating
to the provisions is uncertain, but 1s likely to be within one year Details of conttngent liabilities in respect of claims are set out

In note 22

The other provision of £12 2m (2014 £16 ém) includes restructunng provisions The timing of the cash outflow 1s uncertain,
but 1s likely to be wathin one year
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Notes to the financial statements continued

14 Borrowings and financial instruments

FINANCIAL INSTRUMENTS

Accounting policy

Net finanaing costs

Net financing costs comprise Interest expense on borrowings, faclity fees, interest recevable on funds invested, net foreign
exchange gams or fosses, iInterest Income and expense relating to pension assets and liabilities and gains and losses on hedging
instruments that are recognised in the income statement Interest income and interest expense are recognised as they accrue
using the effective interest rate method

Loans and recevables
Loans and recevables comprise trade and other receivables Loans and receivables are recognised initially at far value and
subsequently at amortised cost less impairment losses (including bad debt provision)

Cash and cash equivalents

Cash and cash equivalents comprise cash balances and call deposits Bank overdrafts that are repayable on demand and form
an ntegral part of the Group's cash management are included as a component of cash and cash equivalents for the purpose
of the statement of cash flows Net debt comprises borrowings less cash and cash equivalents

Non-denvative financial habilities
Trade and other payables are recogrised initially at fair value and subsequently at therr amortised cost

Interest-bearing borrowings are inttially recognised at fair value less transaction costs Subsequent to initial recognition, interest-
bearing borrowings are stated at amortised cost with any difference between cost and redemption value being recogrised
in the Income statement over the pericd of the borrowings on an effective interest basis

Denvative financial instruments

The Group uses derwative financial instruments, including interest rate swaps and forward exchange contracts, to hedge
economically its exposure to foreign exchange and interest rate risks ansing from operational, financing and investment activities
In accordance with its treasury policy, the Group does not hold or 1ssue derivative finangial instruments for specufative purposes

Dervative financial instruments are recogrused initially and subsequently at fair value, attnibutable transaction costs are recognised
in profit or loss when incurred The gain or loss on re-measurement to fair value at each penod end 1s recognised immediately
in the Income statement except where denvatives qualfy for hedge accounting

The fair value of interest rate swaps 15 the estimated amount that the Group would receive or pay to terminate the swap at the
balance sheet date

The fair value of forward exchange contracts is their quoted market price at the balance sheet date, being the present value
of the difference between the quoted forward price and the exercise price of the contract

Hedging

Hedge of monetary assets and habilities

Where a dervative financial instrument is used economically to hedge the foreign exchange exposure of a recogmised monetary
asset or lability, no hedge accounting 1s apphed and any gain or loss on the hedging nstrument is recognised in the mcome
statement in the same caption as the foreign exchange on the related item

Hedge of net investment in a foreign operation

The portion of the gain or loss on an Instrument designated as a hedge of a net investment in a foreign operation that
1s determined to be an effective hedge 1s recognised directly in equity in the translation reserve The ineffective portion
1s recognised immediately 1n the income statement

The Group has external borrowings denominated in foreign currencies which are used to hedge the net investment
in its foreign operations
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14 Borrowings and financial instruments {continued)
Impairment

A finanaial asset 15 assessed at each reporting date to determine whether there 1s any ohjective evidence that it 1s impaired

A financial asset 1s considered to be imparred if objective ewidence indicates that one or more events have had a negative effect

on the estimated future cash flows of that asset

Net finanang costs
Net finanang costs are shown below

2015 2014
Recognised in income statement £m fm
Finance income
Interest on bank balances 10 18
Total finance income 10 18
Finance expense
Interest on borrowings (26 2) (267)
Net pension interest cost (note 16) (0 B) {05)
Foreign exchange differences on revaluation of net monetary assets and habilities 31 25
Faclity fees and other* (13) (15)
Total finance expense* (25 2) {26 2)
Net financing costs* (24 2) (24 4)
* Inctudes £l {2014 £0 2m) relating to SDIs

2015 2014
Recognised directly in other comprehensive income £m £m
Foreign exchange translation differences of foreign operations 20 319
Net exchange loss on hedges of net investment in foraign operations (331) 429
ffective portion of changes in fair value of cash flow hedges - ((18)]
Gain on far value of cash flow hedges - 03
Finance expense recognised directly in other comprehensive income, net of tax {311) {108)
Attnibutable to
Equity holders of the Company (321) Mms
Non-controlling interest 10 07
Finance expense recognised directly in other comprehensive income, net of tax {311) {10 8)
Recognised in
Translation reserve and non-controlling interest (311) (o
Retaned earmings - 02
Finance expense recognised directly in other comprehensive income, net of tax {311) (108)
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14 Borrowings and financial instruments (continued)

Analysis of net debt
The components of net debt are outlined below

1Janvary Exchange 31 December
015 Cashflow adjustments 2015
£m im £m £m
Cash 1195 80 (11 5) 1160
Borrowings
Revolving credit faciity US$800m 2020 {124 1) (123 9) (58} {253 8}
Bilateral term loan faciities US$100m 2017 (25 8) (39 8} (19) (675)
Bilateral term loan faclives US$60m 2016 (38 6) - 18 (40 4
Senior notes US$100m 2015 (64 4) 635 09 -
Senior notes US$75m 2016 (48 3) - (2 3} (50 6}
Senior notes US$100m 2017 64 4) - (B30 {67 4}
Senior notes US$20m 2019 {129) - 0 6} (13 5)
Senior notes US$150m 2020 {96 7) - {4 5) (1 2)
Senior notes US$15m 2021 97) - {04 {101
Senior notes US$140m 2022 (90 2) - 4 3) 84 5)
Senior notes US$40m 2023 (25 B) - 12) (270)
Senior notes US$125m 2024 (80 &) - (38 (84 4)
Senior notes US$40m 2025 (25 8) - (2 (270}
Senior notes US$75m 2026 (48 3) - (23 (50 6)
Other* 26 62) 02 34
Total borrowings (753 0) {106 4) (320 (891 4)
Total net debt (633 5) (98 4) {43 5) (775 4)
* Other borrowings of £6 2m (2014 £0 7m) and facility fees
1January Exchange 31 December
2014 Cash flow  adjustments 2014
£m £m £m £fm
Cash 164 29 02 1195
Borrowings
Revolving credit faality US$800m 2019 (N7 782 {106} (1241}
Bilateral multi-currency faclity 2016 (373) 361 12 -
Bilateral term lgan faciities US$40m 2015 (12 1) (121) (16 {25 8)
Bilateral term Joan faalities US$60m 2016 (12 1) (24 1) 24 (386)
Senior notes US$25m 2014 (51 151 - -
Senior notes US$100m 2015 {607) - (37} {64 4}
Senior notes US$75m 2016 (45 5) - 28 (48 3)
Sentor notes US$100m 2017 607) - (37 {64 4}
Senior notes US$20m 2019 (12 1) - 08 (129)
Senior notes US$150m 2020 91 0) - 57 @67
Senior notes US$15m 2021 - B87n 0o ©n
Sertor notes US$140m 2022 (84 9) - 53 (90 2)
Sentor notes US$40m 2023 (24 3) - (15) (25 8)
Senmor notes Us$125m 2024 {63 7) nm7z (52) (80 6)
Sentor notes US$40m 2025 {24 3) - (15 (258
Sentor notes US$75m 2026 - (GYR)) (12 {48 3)
Other* 09 18 {01 26
Total borrowings (734 6) 275 (45 9) (753 0)
Total net debt (618 2} 304 {457) (633 5)
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14 Borrowings and financial instruments (continued)

Borrowings
Borrowings are sphit into current and non-current as outlined below

Current Current  Non-current  Non-current

2015 2014 2015 2018

£fm £m £m Em

Senior term loans and notes 905 891 7947 663 2

Other borrowings 62 07 - -

Total horrowings 967 898 7947 663 2

2015 2014

Analysis of debt £m £m
Debt falling due

In one year or less 967 898

Between one and two years 1342 864

Between two and five years 3670 1999

Over five years 2935 3769

Total borrowings 8914 7530

Description of borrowings
Total undrawn commutted borrowing facilities as at 31 December 2015 were £286m (2014 £391m}

US$R00m revolving credrit facility

The Group's prinapal bank facility comprises a US$800m multi-currency revolving credit facility In July 2015 the faclity was
extended to June 2020 The Group has the option to extend for a further year in 2016, subject to the agreement of lenders
Advances under the facility bear interest at a rate equal to LIBOR, or their local currency equivalent, plus a margmn, depending
on the Group's leverage Drawings under this faciity at 31 December 2015 were £253 8m (2014 £124 1m)

Bilateral term loan facility 1

On 21 December 2012 the Group signed a US$20m bilateral term loan which was increased on 4 April 2014 to US$40m This
facility was further increased in November 2015 to US$100m, and the matunty of this faclity was also extended for two years
to November 2017 Advances under this faclity bear interest at a rate equal to LIBOR plus a margin depending on the Group's
leverage Drawings under this facility at 31 December 2015 were £67 5m (2014 £25 8m)

Bilateral term loan facility 2

On 21 December 2012 the Group signed a US$20m bilateral term ioan which was increased on 4 Aprit 2014 to US$60m

The extended matunty of this facility 1s March 2016 Advances under this facility bear interest at a rate equal to LIBOR plus a
margin, depending on the Group's leverage Drawings under this facility at 31 December 2015 were £40 4m (2014 £38 6m)

Private placement bonds
In June 2008 the Group 1ssued US$100m of senior notes The notes, which were repaid on 26 June 2015, paid a fixed annual
Interest rate of 5 54%

In December 2008 the Group 1ssued US$100m of senior notes These notes were i1ssued in two tranches with US3$25m repayable
on 21 January 2014 at a fixed annual interest rate of 7 5% and US$75m repayable on 10 June 2016 at a fixed annual interest
rate of 8 0%

tn December 2010 the Group i1ssued US$250m of senmar notes These notes were 1ssued in two tranches with US$100m repayable
on 15 December 2017 at a fixed annual interest rate of 3 2% and US$150m repayable on 15 December 2020 at a fixed annual
interest rate of 391%

In October 2011 the Group issued US$265m of senior notes These notes were 1ssued in three tranches with US$20m repayable
on 18 January 2019 at a fixed annual interest rate of 3 0%, US$140m repayable on 18 January 2022 at a fixed annual interest
rate of 3 75% and US$105m repayable on 18 January 2024 at a fixed annual interest rate of 3 85%

In February 2013 the Group 1ssued US$80m of senior notes These notes were issued in two tranches with US$40m repayable
on 14 February 2023 at a fixed annual interest rate of 3 10% and US$40m repayable on 14 February 2025 at a fixed annual
interest rate of 3 25%

in July 2014 the Group 1ssued US$110m of sermior notes These notes were issued in four tranches with US$15m repayable on

31 July 2021 at a fixed annual interest rate of 3 37%, US$20m repayable on 31 July 2024 at a fixed annual interest rate of 3 86%,
US$60m repayable on 31 October 2026 at a fixed annual interest rate of 4 05% and US$15m repayable on 31 December 2026

at a fixed annual interest rate of 4 10%
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FiInandial statements
Notes to the financial statements continued

14 Borrowings and financial instruments (continued)
FINANCIAL RISKS

Details of the Group's treasury controls, exposures and the poliaes and processes for managing capital and credit, iquidity,
interest rate and currency risk are set out below, and In the Strategic Report - Financial Review that starts on page 34

Credit nsk Exposure to credit nisk

Credit nisks anse mainly from the possibility that customers may not be able to settle their obligations as agreed The Group
monitors the creditworthuness of custormers on an ongoing basis The Group’s credit nsk 1s diversified due to the large number
of entities, industries and regions that make up the Group’s customer base

The carrying amount of financial assets represents the maximum credit exposure At the reporting date this was as follows

2015 2014

fm £m

Trade recevables, net of allowance (note 11) 4137 3681

Cash and cash equivalents 116 0 1195

Total 5297 4876
The maximum exposure to credit nsk for trade recevables at the reporting date by geographic region was as follows

2015 2014

fm fm

Asia Paafic 115 1014

Americas 160 2 1236

Europe, Middle East and Africa 142 0 1431

Total 4137 3681

Counterparty risk

Cash and cash equivalents and available borrowing faalties are at nisk in the event that the counterparty is not able to meet
its obligations in regards to the cash held or facities available to the Group The Group also enters into transactions with
counterparties in relation to derivative financial mstruments If the counterparty was not able to meet its obligations, the
Group may be exposed to additional foreign currency or interest rate risk

The Group, wherever possible, enters into arrangements with counterparties who have robust credit standing, which the Group
defines as a financial institution with a credit rating of at least A- The Group has existing banking relationships with a number
of ‘relationship banks’ that meet this criterion, and seeks to use ther services wherever possible while avoiding excessive
concentration of credit nsk Given the diverse geographic nature of the Group's activities, It I1s not always possible to use a
relationship bank Therefore the Group has set imits on the level of deposits to be held at non-relationship banks to mimimise
the nisk to the Group It s also Group policy to remit any excess funds from local entities back to Intertek Group Treasury

In the UK Given the controls in place, and based on a current assessment of our banking relationships, management does

not expect any counterparty to fail to meet its obligations
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14 Borrowings and financial instruments (continued)

Liquidity risk
Liquidity nsk is the risk that the Group will not be able to meet its obligations as and when they falt due The Group’s policy 15 to

= ensure suffioent hquidity s avartable to Group companies in the amounts, currencies and locations required to support the
Group's operations,

 ensure the Group has adequate avaifable sources of funding to protect against unforeseen internal and external events, and

« avold excess hquidity which restricts growth and impacts the cost of financing

To ensure this policy 1s met, the Group monitors cash balances on a daily basis, projects cash requirements on a rolfing basis
and funds itself using debt instruments wath a range of maturities

The following are the contractual cash flows of finanaal habilibes/(assets) including interest (for floating rate instruments, interest
payments are based on the interest rate at 31 December 2015)

Carrylng Contractual 51 months 612 More than
amount  cash flows or less months 1-2 years 2-5 years five years
2015 fm im £m £m £m £m £m
Non-denvative financal habilities
Senior term loans and notes 8852 1,047 529 62 8 1730 4205 3055
Other loans 62 62 - 62 - - -
Trade payables {note 12} 647 647 B3 2 15 - - -
9561 1,085 6 1161 705 1730 4205 3055
Denvative finanaat habilities/{assets)
Forward exchange contracts
Quitflow - 423 4 3665 569 - - -
inflow (16} 425 0) (367 7) (57 3) - - -
{16) {16) (12) (0 4) - - -
Total 954 5 1,084 0 114 9 701 173 0 A205 3055
Carrying Contractual Six months 6-12 More than
amount  cash flows or less months 1-2 years 2-5 years five years
2004 £m £Em £m fm £m fm fm
Non-denvative financial habihities
Senior term loans and notes 752 3 9305 132 103 4 3204 1972 3563
Other loans 07 07 - 07 - - -
Trade payables (note 12) 425 423 421 02 - - -
7955 1,033 5 553 104 3 3204 197 2 356 3
Denvative financial habilities/(assets)
Forward exchange contracts
Outflow - 3685 3685 - - - -
Inflow 4n (372 6) {372 6) - - - -
@1 {41} 41 — — - —
Total 791 4 10294 512 104 3 3204 197 2 3563

Interest rate risk

The Group's objective Is to manage the nsk to the business from movements in interest rates, and to provide stabiity and
predictability of the near term (12 month horizon) interest expense Under the Group'’s Treasury policy, management may fix the
interest rates on up to 80% of the Group’s debt portfolto for the period of the current financial year The Group’s debt poartfolio
beyond this pernod 1s to be managed within the range of a 20%-60% fixed to floating rate ratto To do this the Group uses
hedging instruments where considered appropnate

Sensitivity

At 31 December 2015, 1t is estimated that the impact on vanable rate net debt of a general increase of 3% i interest rates would
be a decrease in the Group’s profit before tax of approximately £4 5m {2014 £6 Om) Thus analysis assurnes all other vanables
remain constant
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14 Borrowings and financial instruments (continued)

Foreign currency nisk

The Group's objective in managing foreign currency risk 15 to safeguard the Group’s financial assets from economic loss due to
fluctuations in foreign currencies, and to protect margins on cross currency contracts and operations To achieve this, the Group's
policy 1s to hedge 1ts foreign currency exposures where appropniate

The net assets of foreign subsidiaries represent a significant portion of the Group's shareholders’ funds and a substantial
percentage of the Group's revenue and operating costs are incurred in currencies ather than sterling Because of the high
proportion of international activity, the Group's profitis exposed to exchange rate fluctuations Two types of nisk arise as a result
{)) ranstation risk, that 1s, the risk of adverse currency fluctuations in the translation of foreign currency operations and foreign
assets and liabilities into sterling and (i} transaction nisk, that 1s, the nisk that currency fluctuations will have a negative effect on
the value of the Group’s commercial cash flows in vanous currencies

The foreign currency profiles of cash, trade recewvables and payables subject to translation nsk and transaction risk, at the reporting
date were as follows

Carrying Chinese Hong Kong Other

amount Sterling Us dollar renmint dollar Eurc  currencies
2015 fm £m £m £m fm fm £m
Cash 160 62 136 164 22 13 763
Trade recevables (note 11) 437 377 1381 376 "2 409 148 2
Trade payables {(note 12) 647 1o 153 90 21 88 185
2014
Cash 195 128 79 253 24 46 665
Trade recevables (note 11) 3681 397 981 360 103 375 1465
Trade payables (note 12) 425 46 70 46 16 98 149

RECOGNISED ASSETS AND LIABILITIES
Changes in the fair value of forward foreign exchange contracts that economically hedge monetary assets and liabilities in foreign
currencies and for which no hedge accounting 1s applied are recognised in the income statement

HEDGE OF NET INVESTMENT IN FOREIGN SUBSIDIARIES
The Group's foreign currency denominated loans are designated as a hedge of the Group’s nvestment In its respective
subsidiaries The carrying amount of these loans at 31 December 2015 was £885 2m (2014 £752 3m)

A foreign exchange loss of £33 1m (2014 loss £42 9m) was recogrised in the translation reserve in equrty on translation of these
loans to sterling

SENSITIVITY

It 15 estmated that a general increase of 10% i the value of sterling against the US dollar {the main currency impacting the Group)
would have decreased the Group’s profit before tax for 2015 by approximately £159m (2014 £15 2m) Thus analysis assumes

all other vaniables remain constant

FAIR VALUES
The table below sets out a companson of the book values and correspending fair values of all the Group's finanaial instruments
by class

Book value Fatr valye Book value Fair value
2015 2015 2014 2014
fm £m £m fm
Financial assets

Cash and cash equivalents 160 116 0 1195 195
Trade recevables (note 11) 437 4137 3681 3681
Forward exchange contracts* 16 16 41 41
Total financial assets 5313 5313 4917 4917

Finanaal liabilities
Interest bearing loans and borrowings* 8914 900 6 7530 7906
Trade payables (note 12) 647 647 425 425
Forward exchange contracts* - - - -
Total financial habihities 956 1 965 3 7955 8331

* Interest beanng loans and borrowing, and derwative habilities are categonsed as Level 2 under which the farr value 1s measured using inputs other than quoted prices
observable for the hability either directly or indirectly
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15 Capital and reserves

ACCOUNTING POLICY

Dividends

Interim dividends are recognised as a movement in equity when they are pard Final dividends are reported as a movement
in equity tn the year in which they are approved by the shareholders

Own shares held by the Employee Share Ownership Trust (‘'ESOT'}
Transactions of the Group sponsored ESOT are included in the Group financial statements In particular, the Trust’s purchases
of shares in the Company are debited directly in equity to retained earnings

Share capital

2015 2015 2014
Group and Company Number £m fm
Allotted, called up and fully paid

Ordinary shares of 1p each at start of year 161,361,777 16 16
Share options exerased - - -
Share awards - - -
Ordinary shares of 1p each at end of year 161,361,777 16 16
Shares classified in shareholders’ funds 16 16

The helders of ordinary shares are entitled to receive dwvidends and are entitled to vote at general meetings of the Company

Dunng the year, all share options vesting were settled via the ESOT and as a result the Campany 1ssued nil {2014 nil) ordinary
shares in respect of all share plans

Purchase of own shares for trust

Duning the year ended 31 December 2015, the Company financed the purchase of 200,126 (2014 705,537} of its own shares
with an aggregate nominal value of £2,001 (2014 £7,055) for £5 2m (2014 £20 6m) which was charged to retained earnings
in equity and was held by the ESOT This trust 1s managed and controlled by an independent offshore trustee During the year,
295,908 shares were utilised to satisfy the vesting of share awards and share options (note 17) At 31 December 2015, the ESOT
held 514,938 shares (2014 610,720 shares) with an aggregate nominal value of £5,149 (2014 £6,107) The associated cash
outflow of £5 2m (2014 £20 6m) has been presented as a finanang cash flow

2015 2014

2015 Pence per 014 Pence per

Dividends fm share fm share
Amounts recogrused as distributions to equity holders

Final dividend for the year ended 31 December 2013 - - 459 30

Intenm dividend for the year ended 31 December 2014 - - 256 160

Final dividend for the year ended 31 December 2014 533 331 - -

Intenm dividend for the year ended 31 December 2015 274 170 — -

Dividends paid 807 501 735 470

After the reporting date, the Directors proposed a final dwvidend of 35 3p per share in respect of the year ended 31 December
2015, which 15 expected to amount to £57 0m This dvidend is subject to approval by shareholders at the Annual General Meeting
and therefore, in accordance with 1IAS 10 Events after the reporting date, 1t has not been included as a liability 1n these financal
statements If approved, the final dwidend will be paid to shareholders on 3 lune 2016

RESERVES

Translation reserve

The translation reserve compnses foreign currency differences anising from the translation of the financial statements of foreign
operations as well as the translation of labilities that hedge the Group’s net investment in foreign operations

Other

Thus refates to a merger difference that arose in 2002 on the conversion of share warrants into share capital
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16 Employee benefits

ACCOUNTING POLICY

Pension schemes

Defined contnbution plans

A defined contribution plan is a post-employment benefit plan under which an entity pays fixed contributions into

a separate entity and will have no legal or constructive obligatton to pay further amounts Obligations for contributions

to defined contribution pension plans are recogmised as an employee benefit expense In the income statement as incurred

Defined benefit plans
A defined benefit plan 1s a post-employment benefit plan cther than a defined contribution plan

The Group’'s net obligation in respect of matenal defined benefit pension plans 1s calculated separately for each plan by

estimating the amount of future benefit that employees have earned in return for their service in the current and prior years,

that benefit 1s discounted to determine its present value The fair value of any plan assets are deducted

In calculating the defined benefit deficit, the discount rate is the yield at the reporting date on AA credit-rated bonds that

have maturity dates approximating the terms of the Group's obligations and that are denominated in the same currency
in which the benefits are expected to be paid The calculation 15 performed annually by a qualified actuary using the
Projected Unit credit method

The increase in the present value of the habiliies expected to arse from the employees' services In the accounting penod
15 charged to the operating profit in the iIncome statement The expected return on the schemes’ assets and the interest
on the present value of the schemes’ habilties, during the accounting penod, are shown as finance income and finance
expense respectively

The Group operates a number of pension schemes throughout the world In most locations, these are defined contnbution

arrangements However, there are significant defined benefit schemes in the United Kingdom, Hong Kong and Switzerland

The United Kingdom and Hong Kong schemes are funded schemes, with assets held in separate trustee administered funds
and the Switzerland scheme 15 an insured scheme The schemes in the United Kingdom and Hong Kong were dosed to new
entrants in 2002 and 2000, respectively Other funded defined benefit schemes are not considered to be matenal and are

therefore accounted for as if they were defined contribution schemes

The Group recognises all actuarial remeasurements n each year in equity thraugh the consolidated statement of
comprehensive income

In June 2011, the International Accounting Standards Board issued revisions to I1AS 19 Employee Benefits (1AS 19°) that
provide changes in the recognition, presentation and disclosure of post-employment benefits The Group has adopted
the revised accounting standard from 1 fanuary 2013

TOTAL PENSION COST
The total pension cost included in operating profit for the Group was

2015

2014

£m fm
Defined contribution schemes {36 3) (34 3)
Defined benefit schemes — current service cost and administration expenses (3 3) (2 8)
Pension cost included in operating profit {(note 5) (39 6) (371

The pension cost for the defined benefit schemes was assessed in accordance with the advice of qualified actuanes

The last fulk tnennial actuanal valuation of The Intertek Pension Scheme in the United Kingdom (‘United Kingdom Scheme”)
was carned out as at 1 Aprit 2013, and for accounting purposes has been updated to 31 December 2015 for {AS 19 purposes

The last full actuarial valuation of the Hong Kong scheme was carned out as at 31 December 2013, for local accounting purposes

but this has been updated to 31 December 2015 for IAS 19 purposes The Swiss scheme was actuanally valued for [AS 19
purposes at 31 December 2013 and for accounting purposes has been updated to 31 December 2015 for I1AS 19 purposes

The average duration of the schemes are 20 years, 10 years and 15 years for the United Kingdom, Hong Kong and Switzerland

schemes respectively
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16 Employee benefits (continued)

DEFINED BENEFIT SCHEMES
The cost of defined benefit schemes
The amounts recogrused in the income statement were as follows

2015 2014

fm £m

Cuirent service cost (29 (2 6)
Scheme administration expenses M 02
Net pension interest cost {note 14) {0 8) {05
Total charge {a1) (33)

The current service cost and scheme admunistration expenses are included in operating costs in the income statement and pension

interest cost and interest income are included in net financing costs

Included in Other Comprehensive Income

2015 2014
fm £m
Remeasurements ansing from
Demographic assumptions 07 (03)
finanaal assumptions 05) (141
Experience adjustment (0 5) (12)
Asset valuation (16) 31
Other (0 3) 04
Total (2 2) (12 9)
Company contnbutions
The Company assessed the triennial actuanal valuation and its impact on the scheme funding plan in 2016 and future years
In 2016 the Group expects to make normal contnbutions of £0 6m (2015 £1 3m) and a special contnbution of £2 8m
(2015 £2 8m) to the United Kingdom scheme The next trienmal valuation 1s due to take place as at 1 April 2016
The Hong Kong scheme has an annual actuarial valuation, identifying the funding requirements for 2016
Pension hability for defined benefit schemes
The amounts recogrused In the statement of finanaal position for defined benefit schemes were as follows
United
Kingdom HongKong Switzerland
Scheme Scheme Scheme Total
£m fm fm fm
Farr value of scheme assets 894 176 39 1209
Present value of funded defined benefit obligations (107 8} (227) (17 3) {147 8)
Deficit in schemes (18 4) 51) (34 (26 9)
The fair value changes in the scheme assets are shown below
2015 2014
Em fm
Fair value of scheme assets at 1 January 1201 1133
Interest iIncome 37 44
Normal contnbutions by the employer 16 17
Special contributions by the employer 28 09
Contributtons by scheme participants 05 07
Benefits paid {75) @4
Effect of exchange rate changes on overseas schemes 15 04
Remeasurements (16) 31
Scheme administration expenses (0 4) -
Contribution to fund scheme administration expenses 02 -
Fair value of scheme assets at 31 December 1209 1201
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16 Employee benefits (continued)

ASSET ALLOCATION

Investment statements were provided by the Investment Managers which showed that, as at 31 December 2015 the invested
assets of the United Kingdom Scheme totalled £89 4m {2014 £87 8m) and of the Hong Kong Scheme totalled £17 6m (2014
£18 Om) broken down as follows

United Kingdom Scheme Hong Kong Scheme
2015 2014 2015 2014
Asset class £m £m £m £m
Equities 18 457 113 15
Property 84 15 - -
Bonds - 148 62 62
Absolute Return Fund* 230 171 - -
Liability Driven Investment** 130 28 - -
Cash 32 59 01 03
Total 894 878 176 180

* The Absolute Return Fund aims to provede positive investment returns n all conditions over the medium to long-term The investmen! managers have a wide
mvestment remit and look to exploit market inefficiencies through active allocation to 3 diverse range of market posiions The Fund uses a combination of
traditional assets and mvestment strategies based on dernvatives and 15 able to take long and short-term positions in markets

** The LDI Fund provides the hedge against adverse movements (n Inflation and interest rates It seeks to match the sensitvity of the Scheme s liability cash
flow to changes in interest rates and inflation, 1t 1s Invested in gilts, swaps futures repo contracts and money market instruments

The United Kingdom Scheme had bank account assets of £0 1m as at 31 December 2015 (2014 £0 2m)

All unvested assets of the United Kingdom and Hong Kong Schemes are unquoted The Switzerland Scheme s fully insured
therefore there are no invested assets

Changes in the present value of the defined benefit obligations were as follows

2015 2014

£m £m

Defined benefit obligations at 1 January 1454 126 4

Current service cost 29 26

Interest cost 45 49

Contnbutions by scheme partiapants 05 07

Benefits paid {(75) 4 4

Effect of exchange rate changes on overseas schemes 17 {09

Remeasurements 03 156

Defined benefit obligations at 31 December 147 8 145 4
Principal actuarial assumptions

United Kingdom Scheme Hong Kong Scheme Switzerland Scheme

2015 2014 2015 014 2015 2014

% % % % % %

Discount rate 37 36 16 19 08 15

Inflation rate (based on CPI) 25 23 nfa n/a n/a n/a

Rate of salary increases 33 ER| 40 40 10 10

Rate of pension increases
CPl subject to a maximum of 5% p a 25 23 nfa n/a n/a n/a
Increases subject to a maximum of 2 5% p a 19 19 n/a n/a n/a n/a

The retirement arrangement in Hong Kong pays a lump sum to members instead of a pension and the Switzerland Scheme 1s an
insured plan
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16 Employee benefits (continued)
Life expectancy assumptions at year eng for

United Kingdom Scheme Hong Kong Scheme* Switzerand Scheme

2015 2014 2015 2014 2015 2014

Male aged 40 472 470 nfa n/a 16 416
Male aged 65 222 222 nfa nfa 189 189
Female aged 40 491 490 n/a nfa 446 446
Female aged 65 245 24 4 n/a n/a 214 214

* The retiremeny arrangement in Hong Kong pays a lump sum to members instead of a pension at the point of retirement Since the amount of the lump sum s not
related to the Iife expectancy of the member, the post retirement mortality 1s not a relevant assumption for the Hong Kong Scheme

The table above shows, for the United Kingdom Scheme, the number of years a male or female 1s expected to hve, assuming they were aged aither 40 or 65 at
31 December The mortality tables adopted in both 2015 and 2014 for the United Kingdom Scheme are the 51PA projected by year of birth based on the CM1 2013
mortality projection model with a 1 25% long-term annual rate for future improvements for the Swizerland Scheme, the mortality table adopted for both 2015
and 2014 s the BVG 2010, an industry standard m Switzerland which ts based on statistical endence of major Switzerland pension funds
SENSITIVITY ANALYSIS
The table below sets out the sensitmty on the United Kingdom and Hong Kong pension assets and habihities as at 31 December
2015 of the two main assumptions

UK Scheme Hong Kong Scheme

Increase/ Increase/

(decrease) (decrease}

Liabilities ndeficit Liabilmes in deficit

Change in assumptions £m £Em £fm fm
No change 1078 - 227 -
0 25% nse in discount rate 1020 (5 8) 222 {05)
0 25% fall in discount rate 137 59 233 06
0 25% nse in inflation 1106 28 227 -
0 25% fall ninflation 104 8 (30) 227 —

The United Kingdom Scheme 15 also subject to the mortality assumption If the mortality tables used are rated up/down one year,
the value placed on the habilibes increases by £3 Om and decreases by £2 9m respectively

FUNDING ARRANGEMENTS

United Kingdom Scheme

The trustees use the Projected Unit credit method with a three-year control period Currently the scheme members pay
contributions at the rate of 8 5% of salary The employer pays contributions of 16 4% of salary, plus £0 2m per year to
fund scheme expenses, and 1s due to make an additional contrnibution of £2 8m 1n 2016 to reduce the deficit disclosed by
the 2013 valuation

Hong Kong Scheme

The Trustees use the Attained Age funding method The last actuanal valuation was as at 31 December 2013 Scheme
members do not contribute to the scheme The employer pays contributions of 8 5% of salaries including 0 6% n respect
of scheme expenses

Funding Risks
The main risks for the Schemes are

Investment return risk If the assets underperform the returns assumed in setting the funding targets then additional
contributions may be required at subseguent valuations

Investment matching risk The Schemes invest significantly in equities, whereas the funding targets are closely related to
the returns on bonds If equities fall in value relative to the matching asset of bonds, additional
contrtbutions may be required

Longewity risk If future impravements in longevity exceed the assumptions made for Scheme funding then
addiional contnbutions may be required

Role of Third Parties
The Uruted Kingdom Scheme 1s managed by Trustees on behalf of its members The Trustees take adwice from appropnate third
parties including investment adwisors, actuanes and lawyers as necessary
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17 Share schemes

ACCOUNTING POLICY

Share-based payment transactions

The share-based compensation plans operated by the Group allow employees to acquire shares of the Company The farr value
of the employee services, received in exchange for the grant of share options or shares, 15 measured at the grant date and 15
recognised as an expense with a corresponding increase In equity The charge 15 calculated using the Monte Carlo method and
expensed to the income statement over the vesting period of the relevant award The charge for the share options and for the
Share Awards Is adjusted to reflect expected and actual levels of vesting for service conditions The expense of the Performance
Awards {previously Matching Awards} 1s calculated using the Black-Scholes method and 1s adjusted for the probability of EPS
performance conditions being achieved

The Group has taken advantage of the provistons of IFRS 1 First-time Adoption of International Financial Reporting Standards,
and has recognised an expense only in respect of share options and awards granted since 7 November 2002

SHARE OPTION SCHEMES

The Company established a share optron scheme for senior management in March 1997 The maximum number of options that
can be granted under the scheme have been allocated and that scheme has been discontinued In May 2002, the Intertek Group
plc 2002 Share Qption Plan {'2002 Plan’) and the Intertek Group plc 2002 Approved Share Option Plan {'Approved Plan’) were
established for employees to be granted share options at the discretion of the Remuneration Committee These plans have also
been discontinued and the last grants under these plans were made in September 2005

The number and weighted average exercise prices of share options are as foliows

2015 2014

Weighted Weighted

average average
exercise  Number of exerase  Number of
price options price options
At beginning of year 778p 44,286 710p 86,917
Exercised 778p (26,008) 646p  (38,067)
Forfeited 762p  (18,278) 612p 4,564)
Qutstanding options at end of year - - 778p 44,286
Exercisable at end of year - - 778p 44,286

The weighted average share pnce of the Company at the date of exercise of share options was 2,501p (2014 2,944p) There were
no options outstanding at the year end

Share Plans

The Deferred Bonus Plan 2005 was replaced in 2011 with the Intertek 2011 Long Term Incentive Plan Deferred Share Awards
(previously Share Awards) and LTiP Share awards (previously Performance Awards) have been granted under this plan The first
awards were granted on 7 Apnil 2006 The awards under these plans vest three years after grant date, subject to fulfilment of
the performance condrtions

2015 2014
Deferred LTIP Deferred LTIP
Share Share Total Share Share Total
Outstanding Awards Awards Awards awards Awards Awards awards
At beginning of year 851,376 649,280 1,500,656 999,279 713,329 1,712,608
Granted” 408,958 455,806 864,764 264,520 312,189 576,709
Vested** (334,269) (54,511) (388,780) (352,482) (227,457) (579,939)
Forfeited (26,551) (171,084) (197,635) (59,941) (148,781} (208,722
At end of year 899,514 879,491 1,779,005 851,376 649,280 1,500,656

* Includes 3,798 Deferred Share Awards (2014 2 459) and 3 026 LTIP Share awards (2014 3,223) granted in respect of dvidend accruals
** Of the 388 780 awards vested in 2035 nil were satisfied by the 1ssue of shares and 295,908 by the transfer of shares from the ESOT (see note 15)
The batance of 92 872 awards represented a tax liability of £3 0m which was settled in cash on behalf of employees by the Group of which £1 8m was settled by
the Company
Deferred Share Plan
On 9 March 2015 the Remuneration Committee approved the adoption of the Intertek Deferred Share Plan (the ‘DSP’) Awards
may be granted under the DSP to employees of the Group (other than the executive directors of the Company) selected by the
Remuneration Commuttee over existing, 1ssued ordinary shares of the Company only The DSP was adopted primarily to allow
for the deferral of a proportion of selected employees annual bonus into shares in the Company, but may also be used for the
grant of other awards (such as incentive awards and buy-out awards for key employees) in circumstances that the Remuneration
Committee deems appropniate The initial award under the DSP had a two-year vesting period, any subsequent awards wall
normally have a three-year vesting period Awards may be made subject to performance conditions and are subject to normal
good and bad leaver provisions and malus and cdawback
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17 Share schemes (continued)

2015 2015

Deferred Total

Gutstanding Awards Share Awards awards
At beginning of year - -
Granted” 101,886 101,886
Vested - -
Forferted - -
At end of year 101,886 101,886

* Includes 659 Share Awards (2014 nil) granted in respect of dmdend accruals

Mirror Share Awards

On 20 May 2015, Andre Lacroix was granted conditional nghts to acquire 183,149 shares under a one-off arrangement as a
condition of his recruitment as CEQ of the Company The award compnised two parts, tranche A and B, with tranche A vesting on
20 May 2016 and tranche B vesting on 20 May 2017 None vested or lapsed in 2015 Further detalls are shown in the
Remuneration Report on pages 63 to 77

Equity-settled transactions
During the year ended 31 December 2015, the Group recogrused an expense of £12 9m (2014 £7 6m) The fair values and the
assumptions used in their calculations are set out below

Awards
Deferred Performance Performance Performance
Share Share Awards EPS Awards TSR Share Awards TSR
Awards Awards element element Awards* element
Year shares awarded 2015 2015 2015 2015 2014 2014
Farr value at measurement date (pence) 2,570 2,570 2,394 1,317 3,046 1,633
Share price (pence) 2,570 2,570 2,394 2,394 3,046 3,046
Expected volatility n/a n/a n/a 210% n/a 205%
Risk free interest rate n/a n/a nfa 09% n/a 10%
Time to maturity {years) 2 3 3 3 3 3

* The farr values and assumptions are also the same for the EPS element of the Performance Awards

The expected volatifity s based on the historical volatility, adjusted for any expected changes to future volatiity due to publicly
avaitable information

All Share Awards are granted under a service condition Such condition 1s not taken into account in the fair value measurement
at grant date The Performance Awards (TSR element) are granted under a performance related market condition and as a result
this condition 15 taken ito account in the fair value measurement at grant date

18 Subsequent events

ACQUISITIONS SUBSEQUENT TO THE BALANCE SHEET DATE
On 8 January 2016 the Group completed the acquisttion of Food International Trust (FIT-Italia’), an ltahan-based prowider of food
quality and safety services to the retail and agricultural sectors

19 Capital management

The Directors determine the appropnate capital structure of Intertek, specfically how much capital is raised from shareholders
(equity) and how much 1s borrowed from financial institutions (debt) in order to finance the Group's activities These activities
include ongoing operations as well as acquisitions as described in note 10

The Group's policy Is to maintain a robust capital base (including cash and debt) to ensure the market and key stakeholders
retain confidence in the caprtal profile Debt capital 1s monitored by Group Treasury assessing the liquidity buffer on a short
and longer-term basis as discussed In note 14

The Group uses key performance indicators, induding return on invested capital and adjusted diluted earnings per share
to monitor the capital position of the Group to ensure it 15 being utilised effectively

The dvidend policy also forms part of the Board’s capital management policy, and the Board ensures there 15 appropriate
earnings cover for the dividend proposed at both the intenim and year end
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20 Non-controlling interest

ACCOUNTING POLICY
Acquisitions of non-controlling interests are accounted for as transactions with owners in therr capacity as owners and therefore
no goodwill 1s recogmsed as a result of such transactions

NON-CONTROLLING INTEREST
An analysis of the movement in non-controliing interest 1s shown below

2015 2014

£m £m

At 1 January 261 241
Exchange adjustments 10 07
Share of profit for the year 135 141
Dividends paid to non-controlling intergst {13 3) (12 8}
Purchase of non-controlling interest 05 -
At 31 December 278 261

21 Related parties
IDENTITY OF RELATED PARTIES
The Group has a related party relationship with its key management

Transactions between the Company and its subsidiaries and between subsidiaries have been eliminated on consolidation and are
not discussed in this note

TRANSACTIONS WITH KEY MANAGEMENT PERSONNEL
Key management personnel compensation, including the Group’s Directors, 1s shown in the table below

2015 2014

£m £m

Short-term benefits 69 58
Post-employment benefits 05 04
Equity-settled transactions 11 20
Total 85 82

More detalled information concerning Directors' remuneration, shareholdings, pension entitlements, share options and other
tong-term incentive plans 1s shown i the audited part of the Remuneration report

Apart from the above, no member of key management had a personal interest in any business transactions of the Group

22 Contingent liabilities

2015 2014
£m £m
Guarantees, letters of credit and performance bonds 236 243

LITIGATION

The Group Is Invalved In various claims and lawsuits incidental to the ordinary course of its business, including claims for damages,
negligence and commercal disputes regarding nspection and testing, and disputes with employees and former employees

The Group is not currently party to any legal proceedings other than ordinary hitigation incidentaf to the conduct of business

The Group maintains appropriate insurance cover to provide protection from the small number of significant daims 1t 1s subject

to from time to time

TAX

The Group operates in more than 100 countries and 1s subject to a wide range of complex tax laws and regulations At any point
in time 1t 15 normal for there to be a number of open years in any particular territory which may be subject to enquiry by local
authonties In some Junisdictions the Group receives tax incentives (see note 6) which are subject to renewal and review and reduce
the amount of tax payable Where the effect of the laws and regulations 15 undclear, estimates are used in determiming the hability
for the tax to be paid on past profits which are recogmised in the finanaal statements The Group considers the estimates,
assumptions and judgemenits to be reasonable but this can involve complex issues which may take a number of years to resclve
The final determination of prior year tax hiabilities could be different from the estimates reflected in these financial statements
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23 Principal Group companies

The principal subsidiaries whose results or finanoal position, in the opinion of the Directors, princpally affect the figures of the
Group have been shown below All the subsidianes shown were consolidated wath Intertek Group plc as at 31 December 2015
Unless otherwise stated, these entities are wholly-owned subsidiaries

Country of Incorporation

Company name and prinapal place of operation Actiaty
Intertek Testing Services Shenzhen Limited China Trading
Intertek Testing Services Lirmited Shanghar (i} China Trading
Intertek USA Inc USA Trading
intertek Testing Services NA Inc USA Trading
Intertek Testng Services Holdings Lirited (1} England Holding
Intertek Finance plc England Finance
Intertek Testing Services Hong Kong Limited Hong Kong Trading
Testing Holdings USA Inc UsA Holding
Intertek USD Finance Limited England Finance
Intertek Holdings Limited () England Finance
Labtest Hong Keng Ltd Hong Kong Trading
Intertek Techrical Services Inc (i1} USA Trading
RCG-Moody International Limited England Holding

{n Durectly owned by Intertek Group plc
() Ownership held in Ordinary and Preference shares

{m} Equity shareholding 85%, Compary controlled by the Group based on managemeant's assessment

GROUP COMPANIES

In accordance with section 409 of the Companies Act 2006 a full Iist of substdiaries, partnerships, associates, Joint ventures and
joint arrangements, the country of incorporation and the effective percentage of equity owned, as at 31 December 2015 are
disclosed The above principal subsidiaries have not been duplicated in the list below Unless otherwise stated the share capital
disclosed comprises ordinary shares which are indirectly held by Intertek Group plc

FULLY OWNED SUBSIDIARIES

0949491 B C Limited (Canada)

4th Strand, LLC {(United States)

Adelaide Inspection Services Pty Limited {Austrahia)
Ageus Solutions Inc (Canada)

Alta Analytical Labaratory, Inc () (United States)
Amtac Certification Services Limited (England)
Architectural Testing Canada, Inc (Canada)
Architectural Testing Holdings, Inc {Uruted States}
Architectural Testing, Inc (United States)

Atlantrc Verification Cape (Proprietary} Limited (South Africa)
BiDiagnostics Holding AB (Sweden)

Caleb Brett Ecuador S A (Ecuador)

Cantox US Inc (United States)

Capais Limited (England)

Center for the Evaluation of Clean Energy Technology, Inc
{United States)

Charon Insurance Limited (Bermuda)

Electncal Mechamical Instrument Services (UK} Limited
(Scotland)

Enteta-Tawan, Inc (United States)

Esperanza Guernsey Holdings Ltd (Guernsey)
Esperanza International Services (Southern Africa) (Pty ) Limited
{South Afnca)

Four Front Research (India} Pvt Limited (1) {Incia)
Gellatly Hankey Marine Services (M) Sdn Bhd (Malaysia)
Genalysis Laboratory Services Pty Limuted {v} (Australia}
Geotechnical Services Pty Limited {Australia)

Global X-Ray & Testing Corporation (United States)
Global X-Ray Holdings, Inc (iv) (United States)

Hawks Acquisition Holding, Inc {United States)

Hi-Tech Holdings, Inc (United States)

Hi-Tech Testing Service, Inc {United States)
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H P White Laboratory Inc (United States)

Industry Services, US Construction (1) {Umited States)
inspection Services (US), LLC (United States)

Inteco Group Services Limited ()} (Bnitish Virgin Islands)
International Cargo Services, Inc (i) (United States)
International Inspection Services Limited (Isle of Man)
Intertek (KG) Limited Liability Company (1) (Kyrgyzstan}
Intertek (Maurrtius) Lirmted (Mauritius)

Intertek (Schweiz) AG (Switzerland)

Intertek Academy A/S {(Denmark)

Intertek Argentina Certficaciones S A () (Argentina)
Intertek Aruba NV {Aruba)

Intertek Asset Integrity Management, In¢ (United States)
intertek ATI SRL (Romania)

Intertek Austraha Holdings Pty Limited {Australia)
Intertek Azen Limited {Azerbaijan)

Intertek BA EOOD (Bulgana)

Intertek Bangladesh Limuted {Bangladesh)

Intertek Belgium NV (Belgiurm)

Intertek Burkina Faso Ltd Sarl {} (Burkina Faso)
Intertek C&T Austrahia Holdings PTY Lid ) (Australia)
Intertek C&T Austraha Pty Ltd () (Australia)

Intertek Caleb Brett (Uruguay) S A {(Uruguay}

Intertek Caleb Bratt Chile S A {Chile)

Intertek Caleb Brett Colombta S A (Colombia)
Intertek Caleb Brett Ef Salvador S A de C v (El Salvador)
Intertek Caleb Brett Germany GmbH {Germany)
Intertek Caleb Brett Panama, Inc (1} {Panama}

intertek Caleb Brett Venezuela € A {Venezuela)
Intertek Capacitacion Chile Spa (Chile)

Intertek Capital Resources Limited (England)

Intertek Certification AB (Sweden)
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23 Principal Group companies
(continued)

Intertek Certification AS {Norway)

Intertek Certification France (France)

Intertek Certification GmbH (Germany)

Intertek Certification International Sdn Bhd (Malaysia)
Intertek Certification Japan Limited {Japan)

Intertek Certification Limited (England)

Intertek Ceska Republika, s ro (i) (Czech Republic)
Intertek Commodities Botswana {Propnetary) Limited
(Botswana)}

Intertek Commodities Mozambique Lda (Mozambique)
Intertek Consulting & Training (UK) Limited (Scotland)
Intertek Consulting & Training (USA), Inc {United States)
Intertek Consulting & Traming Colomna Limitada (Colombia)
Intertek Consulting & Training Egypt (Egypt)

Intertek Consulting AB (Sweden)

Intertek Consumer Goods Gmbi (Germany)

Intertek Curacac N Vv (Curacao)

Intertek de Guatemala SA (Guatemala)

Intertek de Nicaragua S A (Nicaragua)

Intertek Denmark A/S (Denmark)

Intertek Deutschland GmbH (Germany)}

Intertek DIC A/S {(Denmark)

Intertek Egypt for Testing Services (Egypt)

Intertek Engineenng Service Shanghal Limited (China)
Intertek Engineenng Services {Wuhu) Ltd (China)
Intertek Estonia QU (Estonia)

Intertek Evaluate AB (Sweden)

Intertek Finance Ireland (Ireland)

Intertek Finance No 2 Ltd {(England}

Intertek Finland OY (Finland)

Intertek Fishenes Certificanon Limited (England)
Intertek Food Services GmbH (Germany)

Intertek France (France)

Intertek Fujairah FZC (United Arab Emirates)

Intertek Genalysis (Zambia) Limited (Zambia)

Intertek Genalysis Madagascar SA (Madagascar)
Intertek Genalysis S Ltd (Solomon Islands}

Intertek Ghana Limited {Ghana)

Intertek Global (Irag) Limited (1) (England)

Intertek Global International LLC (Qatar)

Intertek Global Limited (Jersey)

Intertek Health Sciences In¢ (Canada)

Intertek Holding Deutschland GmbH {(Germany}
Intertek Holdings France (France)

Intertek Holdings itaha SRL (Jtaly)

Intertek Holdings Nederland BV (Netherlands)
Intertek Holdings Norge AS (Norway)

Intertek Hungary Kft (Hungary)

Intertek Ibérica Spain S L (Spain)

Intertek India Private Limited (India)

Intertek Industnal Services GmbH (Germany)

intertek Industry and Certification Services (Thailand) Limited
(Thalland)

Intertek Industry Services (PTY) LTD (South Afrtca)
Intertek Industry Services (S} Pte Ltd (Singapore)
intertek Industry Services Brasit Ltda (Brazil)

Intertek Industry Services Colombia Limited (Colombna)
Intertek Industry Services Japan Limited (Japan)
Intertek Industry Services Romania Srl (Romania)
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Intertek Industry WLL {(Bahrain}

Intertek Inspection Services Ltd (Canada)

Intertek Inspection Services Scandinavia AS (Norway)}
Intertek Inspection Services UK Limited (England)
Intertek Insurance Surveyors and Loss Assessors Private Limited
(India)

Intertek International France {France}

Intertek International Guinee S A R L (Guinea)
Intertek International fnc (United States)

Intertek International Kazakhstan, LLC (Kazakhstan}
Intertek International Limited (England)

Intertek International LLC {Uzbekistan)

Intertek International Ltd Egypt (Egypt)

Intertek International Nederland BY {Netherlands)
Intertek International Niger SARL (Niger)

Intertek International Suniname NV {Suriname}
Intertek International Tanzania Limited

(Urited Repubhic of Tanzarma)

Intertek ftalia SpA (ltaly)

Intertek Japan K K {Japan}

Intertek Kalite Servislen Limited Sirketi (Turkey)
Intertek Korea Industry Service Ltd (Republic of Korea)
Intertek Labtest S A R L (Morocco)

Intertek Ltd (Bahamas)

Intertek Luxembourg S a r | (Luxembourg)

Intertek Management Services (Austratia) Pty Ltd (Australia)
Intertek Med SARL AU (Morocco)

Intertek Medical Diagneostic Testing Centre (Shangha) Co Ltd
{China)

Intertek Minerales Services SARL (Guinea)

Intertek Minerals Limited (Ghana)

Intertek Myanmar Limited (Myanmar)

Intertek Nederland BY (Netherlands)

Intertek Nominees Limited (England)

Intertek Overseas Holdings Limited (England)
Intertek Overseas Holdings, Entrea Limited (Entrea)
Intertek Pakistan (Private) Limited (Pakistan)

Intertek Poland sp z 0 0 {Poland)

Intertek Poland-Certification Sp z o o {Poland)
Intertek Polychemlab B V {Netherlands}

Intertek Portugal Unipessoal Lda (Portugal)

Intertek Quality Services Ltd (1) (Engtand}

Intertek Resource Solutions (Trinidad) Limited
(Tnridad and Tobago}

Intertek Resource Solutions, Ing {United States)
Intertek Rus CJSC (Russta)

Intertek S R O (Czech Republic}

Intertek Saudi Arabia Limited {England}

Intertek Saud) Arabia Limited (Saudi Arabia)

Intertek ScanBi Dhagnostics AB (Sweden)

Intertek Searetanies Limited (1) {England)

Intertek Semko AB (Sweden)

Intertek Services (Pty) Ltd (South Africa)

Intertek Servicios C A {1} {Venezuela)

Intertek Settlements Limited {1) (England)

Intertek Statius NV {Saint Martin)

Intertek Surveying Services (USA) LLC (United States)
Intertek Surveying Services UK Lirmited (Scotland)
Intertek Tapkistan, LLC {u) (Tapkistan)

Intertek Techrical Inspections Canada Inc (i) {Canada)
Intertek Techrucal Services PTY Limited (Austraha)
Intertek Testing & Certification Limited (England)
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23 Principal Group companies

(continued)

intertek Testing and Inspection Services UK Limited (England)
Intertek Testing Management Limited (England)

Intertek Testing Services (Australia) Pty Limited {Australia)
Intertek Testing Services (Cambodia) Company Limited
(Cambodia)

Intertek Testing Services (East Africa} Pty Limited (South Africa)
intertek Testing Services (Fip} Limited {Fy1)

intertek Testing Services (Guangzhou) Ltd (China)

Intertek Testing Services {ITS) Canada Ltd {Canada)

Intertek Testing Services (Japan) K K (Japan)

Intertek Testing Services (NZ) Limited (New Zealand)

Intertek Testing Services (Shanghai FTZ) Co, Lid {China)
Intertek Testing Services (Singapore) Pte Ltd (Singapore)
Intertek Testing Services (Thaland) Limited {Thailand)
Intertek Testing Services Argentina $ A (Argentina)

Intertek Testing Services Bolvia S A (Bolvig)

Intertek Testing Services Caleb Brett Egypt Limited (England})
Intertek Testing Servtces Center (Russia)

Intertek Testing Services Chongging Co Lumited (Chuna)
Intertek Testing Services de Honduras, S A {Honduras)
Intertek Testing Services De Mexico, S A De CV ()} (Mexico)
Intertek Testing Services Enwvironmental Laboratories Inc (1)
{United States)

Intertek Testing Services International (Hong Kong) Limited
(Hong Kong}

Intertek Testing Services International AB (1} (Sweden)
Intertek Testing Services Korea Limited (Republic of Korea)
Intertek Testing Services NA Limited {Canada)

Intertek Testing Services NA Sweden AB {)) (Sweden)
Intertek Testing Services Namibia (Proprietary) Limited (Narmibia)
Intertek Testing Services Pacific Limited (Hong Kong)
Intertek Testing Services Peru S A (Peru)

Intertek Testing Services Philippines, Inc (Phidippines)
Intertek Testing Services Taiwan Limited {Taiwan)

Intertek Testing Services Tianyn Limited (China)

Intertek Torton Limited {Hong Kong)

Intertek Training Malaysia Sdn Bhd {Malaysia)

Intertek Trimdad Limited (Trimdad and Tobago)

Intertek UK Holdings Limited (England)

Intertek Ukraine {Ukraine)

Intertek USA Finance LLC (United States)

Intertek Vietnam Limited (Vietnam)

Intertek West Africa SARL {Cote d'ivoire)

Intertek West Lab AS (Norway)

Intertek Genalysis {(South Afnca) Pty Limited (South Afnica)
ITS (PNG) Lirmited (Papua New Guinea}

{TS Hong Kong NA, Limited {1) {(Hong Kong)

ITS Labtest Bangladesh Limited (Bangladesh)

ITS Testing Holdings Canada Limited (Canada)

fTS Testing Services {UK} Limited (England})

Labtest International Inc (United States)

Labtest (South Afnica) (Proprietary) Ltd () (South Afnica)
Labtest Portugal-Testes Laboratoniais, Unipessoal Lda (Portugal)
Lintec Testing Services Limited (England)

Louisiana Grain Services, Inc (1) (Urited States)

Mace Land Company, Inc {United States)

Management & Industrial Cansultancy (1)) (Eqypt)
Management Systems International Limited () (England)
Material Testing Lab Inc (Urited States)
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Matenals Testing & Inspection Services Limited (England)
McPhar Geoservices (Philippines) Inc (1) (Philippines)
Melbourn Scentific Limited (England)

Metoc Lirmited {England)

Midwest Engineering Services, Inc {United States)

Moody Algene SARL (Algena)

Moody Energy Technical Service Co Ltd (China)

Moody International (Holdings) Limited (England)

Moody International (india) Private Limited {India)

Moody International (Malaysia) Sdn Bhd (Malaysia)
Moody International (Russia) Limited {England)}

Moody International Angola Ltda {Angola)

Moody International Certification India Limited {India)
Moody International de Argentina SA (Argentina)

Moody International Holdings LLC {(Unuted States)

Moody International LLC () (Ukrang)

Moody tnternational Philippines Inc {Philippines}

Moody International Scandinavia AB (Sweden)

Moody Shanghar Consulting Ltd (China)

Moody United Certification Umited (China}

MT Group LLC {(United States)

MT Operating of New Jersey LLC (United States)

MT Operating of New York LLC (Urnited States)

NDT Services Limited (England)

Northern Terntory Environmental Laboratories Pty Ltd {Australia)
OY Intertek Trading Limited 1) (Finland)

Paulsen & Bayes-Davy Ltd (Hong Kong)

Petroleum Services of Union Lab Sdn Bhd {Malaysia)
Pittsburgh Testing Laboratory, Inc (United States)
Professional Service Industnes Holding, Inc (United States}
Professional Service Industries (Canada), Inc (Canada)
Professional Service Industries, Inc {United States)

PSI Acquisitions, Inc (United States)

PT Moody Techrucal Services (Indonesia)

PT RCG Moody (Indcnesia)

RCG Moody International Uruguay 5 A (Uruguay)

S ARL Intertek OCA France (France)

Schindler & Associates (L C ) () (Urited States)

Shanghai Orient Intertek Testing Services Company Limited
{China)

Shanghai Tianxiao Investment Consultancy Company Limited
(China)

Technical Company for Testing and Conformity Services &
Systems LLC (Irag)

Testing Holdings Sweden AB (Sweden)

Tradegood Singapore Pte Ltd (Singapore}

Tradegood WFOE — Beiing Rur Gu Information Consultancy
Company Ltd (China}

Tradegood com Internatronal Limited (Hong Kong})

UAB Intertek Lithuania {Lithuania)

Utah Inspection, L L C (United States)

Van Sluys & Bayet NV (Belgum})

Western X-Ray Service, L L C (United States)

White Land Company, Inc (United States)

Wilson Inspection X-Ray Services, Inc (Uruted States)
Wisco SE Asia PTE Limited (1) (Singapore)

Yickson Enterprises Limited (Hong Kong)

Youngever Holdings Limited (British Virgin Islands)
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23 Principal Group companies

(continued)

SUBSIDIARIES WHERE THE EFFECTIVE INTEREST

IS LESS THAN 100%

Hi-Cad de Mexico SA de CV (1} (Mexico, 98%})

International Inspection Services LLC (Oman, 70%)

Intertek Angola LDA (Angola, 99%)

Intertek do Brasil Inspecoes Ltda (Brazd, 99%);)

Intertek Engineenng Service Shanghar Limited (China, 90%)
Intertek Laboratonos (Brazil, 85%)

Intertek Testing Services (South Africa) (Proprietary) Limited
(South Africa, 75%)

Intertek Testing Services Nigeria Limited (Nigeria, 60%)

ITS (Subic Bay), Inc {Phulippines, 99%;

ITS Testing Services (M) Sdn Bhd (Malaysia, 74%)
Laboratory Services International Rotterdam BV
(Netherlands, 75%)

Lynx Diagnostics Inc (vi) {Canada, 50%)

Moody International Certification Limited () (Latwia, 40%)
Moody International Holdings Chile Ltda {Chile, 99%)
Moody International Lanka (Private) Ltd (Sni Lanka, 99 90%)
PT Citrabuana Indoloka {vn) (Indonesia, 50%)

RCG Moody International de Venezuela 5 A

(Venezuela, 99 03%)

Shanghai Moody Management & Technical Services Co Ltd
{China, 90%)

JOINT VENTURES

Caleb Brett Abu Dhabi LLC (United Arab Emirates, 49%)

Euro Mecharucal Instrument Services LLC (United Arab Emirates,
49%)

Intertek {Qeshm Island) Limited (iran, 51%)

Intertek ETL SEMKQ KOREA Limited (Republic of Korea, 90%)
Intertek Industry Services (PTY) LTD (Cote d'ivoire, 34%)
Intertek Kimsco Co Ltd (v} (Republic of Korea, 50%)

Intertek Lanka {Private) Limited {Sr Lanka, 699)

Intertek Libya Technical Services and Consultations Company Spa
{Libya, 65%)

Intertek Robotic Laboratories Pty Limited {vii} {Austraha, 50%)
Intertek Test Hizmetleri Anorum Sirket (Turkey, 89 97%)
Intertek Testing Services {(Mangzhou} Limited (China, 70%)
Intertek Testing Services Wux Ltd (China, 70%)
Intertek-Motabagah Testing (Saud Arabia, 51%})

ITS Caleb Brett Deriz Survey A S {vi) (Turkey, 50%}

ITS Testing Services Holdings (M) Sdn Bhd (Malaysia, 49%)
Moody International Bangladesh Limited (Bangladesh, 99 98%)
Moody International Certification Ltd {Malta) (Malta, 40%)

PT Intertek Litama Services {vu) (Indonesia, 50%})

Qatar Calibration Services LLC (Qatar, 49%j)

Shenzhen Mocdy Quality Management (China, 55%)

Societe Tunisienne d'Inspection Caleb Brett SARL (Tunssia, 51%;)
Uzintertek Testing Services LLC (Uzbekistan, 51%)
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ASSOCIATES

Intertek Riyadh Geotechnique and Foundations Laboratory
(Saudi Arabia, 51%)

Decernis LLC (United States, 20%)

( Dormant Company

{1} InLiqudation

(m) Ownership held in class of A shares and B shares

() Ownership held in class of A shares and E shares

(v} Ownership held in ordinary and preference shares

{w) Shares held in Class 4, B, C, D, Eand F

(v} Intertek shares joint contral over the company under a shareholders
agreement and its nights to the profit assets and habiliiies of the company
are dependent on the performance of the group s brands rather than the
effective equity ewnership of the company
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Intertek Group plc — Company balance sheet

2015 2014
As at 31 December 2015 Notes £m fm
Fixed assets
Investments In subsidiary undertakings (d) 3081 3009
Current assets
Debtors due after more than one year @® 1245 153 4
Debtors due wathin one year 669 326
1914 1860
Cash at bank and in hand 10 -
192 4 1860
Creditors due within one year
Overdraft and loans - {(36)
Other creditors (30 6) {71)
(30 6) (107)
Net current assets 161 8 1753
Total assets less current liabilities 4699 476 2
Creditors due after one year
QOther creditors ()] {55 2) (8 5)
(55 2) 85
Net assets 4147 4677
Capital and reserves
Called up share capital (g) 16 16
Share premium (@) 2578 2578
Profit and loss account () 1553 2083
Shareholders’ funds 4147 4677

The financial statements on pages 133 to 137 were approved by the Board on 1 March 2016 and were signed on its behalf by

A
»
U‘V\
N
ANDRE LACROIX EDWARD LEIGH

Chief Executive Officer Chtef Finanaal Officer
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Intertek Group plc — Company statement of changes in equity

Share Share Retained Total
capital premium earntngs equity
Notes £m fm fm fm
At 1January 2014 16 2578 2176 4770
Total comprehensive income
for the year
Profit (b) - - 855 855
Total comprehensive income
for the year - - 855 855
Transactions with owners of the
company recognised directly in equity
Contributions by and distributions
to the owners of the company
Dmmdends paid {©) - - (755) (755}
Purchase of own shares - - {206) (20 6}
Tax pad on share awards vested - - (6 3) (6 3)
Equity-settled transactions (d) — — 76 76
Total contributions by and distributions
to the owners of the company - - (94 8) (94 8)
At 31 December 2014 16 2578 2083 4677
At 1 January 2015 16 2578 2083 4677
Total comprehensive income
for the year
Profit (b} - - 218 218
Total comprehensive income
for the year - - 218 218
Transactions with owners of the
company recogrused directly in equity
Contnibutions by and distributions
to the owners of the company
Dividends paid © - - (807) (807
Purchase of own shares - - 52 (52)
Tax paid on share awards vested - - {(18) (18)
Equity-settled transactions (d) - - 129 129
Total contnbutions by and distnbutions
to the owners of the company - - (748) (748)
At 31 December 2015 16 2578 1553 4147
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Notes to the Company financial statements

{A) ACCOUNTING POLICIES - COMPANY
The following accounting policies have been apphed consistently in dealing with items which are considered matenal in relation
to the Company's financial statements

Basis of preparation
These financial statements were prepared 1n accordance with Financial Reporting Standard 101 Reduced Disclosure Framework
('FRS 101) The amendments to FRS 101 (2014/15 Cycle} issued in July 2015 and effective immediately have been applied

In preparing these financal statements, the Company apphes the recogrition, measurement and disclosure requirements of
International Finanaial Reporting Standards as adopted by the EU (Adopted IFRSs"), but makes amendments where necessary
In order to comply with Companies Act 2006 and has set out below where advantage of the FRS 101 disclosure exemptions
has been taken In these finanaal statements, the company has adopted FRS 101 for the first tme

In the transition to FRS 101, the Company has applied IFRS 1 whilst ensuring that its assets and habiltties are measured in
comphance with FRS 101 The transitton to FRS 101 has not affected the reported financal position and finanoal performance
of the Company

In these financial statements, the Company has applied the exemptions available under FRS 101 in respect of the
following disclosures

« 3 Cash Flow Statement and related notes,

» Comparative period reconciiations for share capital

¢ Disclosures in respect of transactions with wholly owned subsicharies,

« Disclosures in respect of caprtal management,

= the effects of new but not yet effective IFRSs,

+ an additional balance sheet for the beginning of the earliest comparative peniod following the retrospective change in
accounting policy,

* Disclosures In respect of the compensation of Key Management Personnel, and

* Certain disclosures required by IFRS 13 Farr Value Measurement and the disclosures required by IFRS 7 Finanaai Instrument
Disclosures on the basis that the consolidated financial statements include the equivalent disclosures

As the consolidated financia! statements include the equivalent disclosures, the Company has also taken the exemptions under
FRS 101 available in respect of IFRS 2 Share Based Payments in respect of group settled share based payments

The Company proposes to continue to adopt the reduced disclosure framework of FRS 101 1n its next financial statements

Under Section 408 of the Companies Act 2006 the Company 1s exempt from the requirement to present its own profit and
loss account

The accounting policies set out below have, unless otherwise stated, been applied consistently to all periods presented in these
finanaal statements and in preparing an opening FRS 101 IFRS balance sheet at 1 January 2014 for the purposes of the transition
to FRS 101

Foreign currencies

Transactions i foreign currencies are recorded to the Company's functional currency, Sterling, using the rate of exchange ruling at
the date of the transaction Monetary assets and liabihities in foreign currencies are translated into sterling at the rates of exchange
prevailing at the balance sheet date All foreign exchange differences are taken to the profit and foss account

Taxation

Tax on the profit or loss for the year comprises current and deferred tax Tax 1s recogrised in the profit and loss account except to
the extent that it relates to tems recognised directly in equity or other comprehensive income, in which case 1t Is recognised
directly in equity or other comprehensive income

SLINIWILVLS TVIONYNH

Current tax Is the expected tax payable or recevable on the taxable income or loss for the year, using tax rates enacted or
substantively enacted at the balance sheet date, and any adjustment to tax payable in respect of previous years

Deferred tax 1s provided on temporary differences between the carrying amounts of assets and habilities for financial reporting
purposes and the amounts used for taxation purposes The following temporary differences are not provided for the iminal
recognition of goodwill, the imtial recognition of assets or habilities that affect neither accounting nor taxable profit other than
in a business combination, and differences relating to investments in subsidiaries to the extent that they will probably not reverse
in the foreseeable future The amount of deferred tax provided 1s based on the expected manner of realisation or settlement

of the carrying amount of assets and hahilires, using tax rates enacted or substantively enacted at the balance sheet date

A deferred tax asset 1s recognised only to the extent that it i1s probable that future taxable profits will be avallable against which
the temporary difference can be utiised
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Dividends on shares presented within shareholders’ funds
Dividend income 1s recognised in profit or loss on the date that the Company’s nght to receive payment 15 established

Oividends unpaid at the balance sheet date are only recognised as a hability at that date to the extent that they are appropnately
authonsed and are no longer at the discretion of the Company Unpaid dividends that do not meet these cniteria are disclosed
tn the notes to the financal statements

Investments in subsidiaries
Investments in subsidianes are stated at cost less any provistons for impairment

Intercompany financaal guarantees

when the Company enters into financial guarantee contracts to guarantee the indebtedness of other companies in the Group,
the Company considers these to be insurance arrangements and accounts for them as such In this respect the Company treats
the guarantee contract as a contingent lability, until such time as 1t becomes probable that the Company will be required to make
a payment under the guarantee

Share-based payments
intertek Group plc runs a share ownership programme that allows Group employees to acquire shares in the Company Details
of the share schemes are given in note 17 of the Group financial statements

(B) PROFIT AND LOSS ACCOUNT

Amounts paid to the Company’s auditor and their assoaates in respect of services to the Company, other than the audit of the
Company’s financial statements, have not been disclosed as the information 1s required instead to be disclosed on a consohdated
basis The Company does not have any employees

Details of the remuneration of the Directors are set out in the Remuneration report

{C) DIVIDENDS
The aggregate amount of dividends compnises

2015 2014

£m £m

Final dividend paid in respect of prior year but not recogrised as a hability in that year 533 499
Interim dividends paid in respect of the current year 274 256
Aggregate amount of dividends pard in the financial year 807 755

The aggregate amount of dividends proposed and recogrised as liabilities as at 31 December 2015 1s £n1l (2014 £nil) The
aggregate amount of dividends proposed and not recogrised as liabihities as at 31 December 2015 15 £57 Om (2014 £53 3m)

(D} INVESTMENT IN SUBSIDIARY UNDERTAKINGS

2015 2014
fm fm

Cost and net book value

At 1 January 3009 3012

Additions due to share-based payments 129 76

Recharges of share-based payments to subsidiaries 57) (79)

At 31 December 3081 3009

The Company has granted options over its own shares and made Share Awards to the employees of its direct and indirectly-
owned subsichanies, and as such, the Company recognises an increase in the cost of investment in subsidianies of £12 9m
(2014 £76my Details of the pnncpal operating subsidianes are set out in note 23 to the Group financial statements

The Company had two direct subsidiary undertakings at 31 December 2015, Intertek Testing Services Holdings Limited and
Intertek Holdings Limited, both of which are holding companies, are incorporated in the United Kingdom and registered in
England and Wales All interests are in the ordinary share capital and all are wholly owned In the opinion of the Directors,
the value of the investments in subsidiary undertakings 1s not |ess than the amount at which the investments are stated

in the balance sheet

There 15 no imparment 1o the carrying value of these investments
(E) DEBTORS DUE AFTER MORE THAN ONE YEAR

2015 204
£m fm
Amounts owed by Group undertakings 1245 1534

The amounts owed by Group undertakings represent long-term loans due in two to five years, which carry interest based on the
denommation of the borrowing currency
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(F) CREDITORS DUE AFTER MORE THAN ONE YEAR

2015 2014
£m £m
Amounts owed to Group undertakings 552 85

The amounts owed to Group undertakings represent long-term loans due in two to five years, which carry interest based on the
denomination of the borrowing currency

(G) STATEMENT OF CHANGES IN EQUITY
Details of share capital are set out in note 15 and details of share-based payments are set out In note 17 to the Group
financial statements

A profit and loss account for Intertek Group plc has not been presented as permutted by Section 408 of the Companies Act 2006
The profit for the financial year, befere dividends paid to shareholders of £80 7m (2014 £75 Smy), was £21 8m (2014 £85 5m)
which was mainly in respect of dvidends receved from subsidharies

The Group settled in cash the tax element of the share awards vested m March 2015 amounting to £3 Om of which the Company
settled £1 8m (2014 £6 3m)

Durng the year ended 31 December 2015, the Company purchased, through its Employee Benefit Trust, 200,126 (2014 705,537}
of its own shares with an aggregate nominal value of £2,001 (2014 £7,055} for £5 2m {2014 £20 6m) which was charged to
profit and loss in equity

(H) RELATED PARTY TRANSACTIONS

Details of related party transactions are set out in note 21 of the Group financal statements

(1) CONTINGENT LIABILITIES

The Company 1s a member of a group of UK companies that are part of a composite banking cross guarantee arrangement

This 1s a Joint and several guarantee given by all members of the Intertek UK cash pool, guaranteeing the total gross hability
position of the pool which was £10 5m at 31 December 2015 (2014 £29 5m}

From time to time, in the normal course of business, the Company may give guarantees In respect of certain habilities of
subsidiary undertakings

{)) POST BALANCE SHEET EVENTS
Details of post balance sheet events relevant to the Company and the Group are gwven in note 18 of the Group financial statements
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Other Information

Independent Auditor’s Report to the members

of Intertek Group plc only

OPINIONS AND CONCLUSIONS ARISING FROM OUR AUDIT
1 Our opinion on the finanaal statements 1s unmodified
We have audited the financial statements of Intertek Group plc
for the year ended 31 December 2015 set out on pages 90 to
137 In our opinton

 the financial statements give a true and fair view of the
state of the Group's and of the Parent Company’s affairs

as at 31 December 2015 and of the Group’s ioss for the
year then ended,

the Group financial statements have been properly prepared
in accordance with International Financial Reporting
Standards as adopted by the European Union,

the parent Company financial statements have been properly
prepared in accordance with UK Accounting Standards,
including FRS 101 Reduced Disclosure Framework, and

the finanoial statements have been prepared in accordance
with the requirements of the Companies Act 2006 and,

as regards the Group finanaal statements, Article 4 of

the IAS Regulation

2 Qur assessment of risks of matenal misstatement
In armving at our audit opimon above on the finanoal
statements the nsks of maternal misstatement that had the
greatest effect on our audit, in decreasing order of audit
significance, were as follows

Impairment of goodwill £481 4m (2014 £nil)

Refer to page 79 (Audit Commuittee Report), page 107
(accounting policy), and pages 107 to 110 (financal disclosures)

The nisk — The Group has significant goodwill and other
acquired intangible assets in a wide range of geographical
locations, and during the year recognised a £577 3m
impairrment charge of which £481 4m related to the impairment
of the goodwill held in respect of the Industry Services CGU,
with the remainder being against other intangible assets and
property, plant and equipment of that CGU following a dechne
in current and forecast performance n light of the continued
deterioration of ol and gas prices These assets are reviewed,
either on a stand-alone basis or as part of a wider cash-
generating unit (CGU), for impairment using a value In use
calculation, based on forecast cash flows, growth rates and
discount rates, all of which require a high level of judgement
The assessment of future cash flows for the Industry Services
CGU is particularly dependent on the expectation of the timing
of the recovery in the il & Gas sector as explained on page 32

Cur response — We challenged the key assumpttons used in
the value in use calculation for each CGU tested, such as
earnings and cashflow forecasts, the terminal growth and
discount rate assumptions comparnng earnings forecasts with
Board approved budgets, companng the results of the
discounted cash flows against the Group’s market capitalisation
to determine «f there were any significant differences that
required further examination, and applying sensitivities where
assets had a huigher nsk of impatrment We used external data,
where necessary, In assessing and corroborating the
assumptions used in the iImpairment testing, the most
sigruficant being the assumption over future oif and gas prices
and challenged the basis for the Group’s forecasts We also
tested the mathematical accuracy of the impairment models
and performed sensitivity analysis to test the completeness and
amount of the impairment charge recognised in the year We
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used our own Corporate Finance speaalists to assist us In
assessing the discount rates and terminal growth rates applied
to the forecast cash flows and compared the earnings forecasts
to external market data such as analyst reports

We also assessed the adequacy of the Group's disclosures
In respect of asset carrying values and impairment testing
n note 9

Identification and valuation of intangible assets acquired
as part of Professional Services Industries, Inc (PS1)
(Goodwill and other intangible assets acquired on
acquisition £212 3 million (see notes 9 and 10} (New
event-driven risk)

Refer to page 79 {Audit & Risk Commuttee Report), page
107 {accounting policy) and page 111 (financial disclosures)

The nisk — During the year, the Group acquired 100% of PSI
identification and valuation of intangible assets as part of the
acquisition accounting 1s considered a significant nisk as a result
of the judgements involved In determiming the fair value of
these assets, medium term cash flow forecasts have been
prepared by the Group The inherent uncertainty mnvolved

in forecasting future cash flows, and the judgement involved
1n the selection of the appropriate discount rate, make this

a subjective area

Our response ~ Our procedures included using our own
valuation specialists to assist us in critically assessing the
appropnateness of both the identfication of acquired
intangibles against the cnitena of the relevant accounting
standards, and the discount rates applied in estimating the

fair value of those assets, by companing the inputs used In
deterrmining the discount rate to externally derived data

Qur testing of the prinaples and integrity of the Group's cash
flow models included comparing the Group's forecast revenue
growth and margin assumptions to Board approved reports as
well as our own assessments in relation to key inputs such as
growth rates and asset ives We also considered the adequacy
of the Group’s disclosures in respect of the acquisiion and the
related jJudgements i note 10

Current tax provisioning and deferred tax balances
Current tax hability £51 7m (2014 £35 2m), Deferred tax
asset £42 7m (2014 £24 6m)

Refer to page 79 (Audit & Rsk Committee Report), pages
96, 101 and 102 (accounting pohicy) and pages 101 to 104
(financial disclosures)

The nisk — The Group operates in numerous tax junisdictions
across the world As a result the tax charge s determined
according to a vanety of sometimes complex tax laws and
regulations Where the effect of these laws and regulations
15 unclear, jJudgement 1s apphed in determining the lrability
for the tax to be paid In addition, the recognition of deferred
tax assets can be complex due to the judgements and
estrmates required in forecasting future taxable profits

across these junisdictions

Our response - Our procedures included using our own tax
speaialists, in the UK, USA and China, to assist us in assessing
and challenging the assumptions and judgements made by the
Directors and in assessing specific local tax 1ssues In assessing
the Directors’ assumptions in determining provisions for transfer
pricing and other exposures, we have used both our own tax
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specialists’ knowledge of recent tax cases and, where avatlable,
external data on the pattern of recent local tax settlements In
assessing the level of deferred tax balances recognised in the
statement of finanaal position we compared the assumptions
used in respect of future taxahle iIncome to the Group’s long-
term forecasts for the relevant countries We challenged the
Group's long-term forecasts by evaluating the assumptions and
methodologies used as well as checking for consistency against
forecasts used to support the recoverable amount of goodwaill
In particular, we considered the assumptions relating to the
forecast revenue growth and profit margins in the relevant
countries using externally denved data and our own
assessments in relation to key iInputs We also assessed the
adequacy of the Group’s related disclosures in note 6

Carrying amount of the customer claims provision
£18 5m (2014 £6 8m)

Refer to page 79 (Audit & Risk Committee Report), page 96
(accounting policy) and page 113 {(finanoial disclosures)

The nisk ~ The Group 1s mvolved in various claims and lawsuits
incidental to the ordinary course of its business The omission
of one or more significant clam from the customer claims
provision and the jJudgement involved in estimating the
amounts included for an indvidual claim is considered a key
audit risk due to the large number of subsidiaries and
geographically diverse operations of the Group For the various
customer claims identified and reported across the Group, and
those acquired as a result of the acquisiion of PSI, the
determination of the required provision amount, if any, 1s
inherently subjective due to the range of potential cutcomes
and the uncertainty around its resolution

Our response — Our procedures included challenging the
completeness of the Group’s monitoring of claims by assessing
the process by which claims across the Group are reported
and collated for the Group Claims Summary, assessing the
completeness of claims reported by local management for
incluston in the Group's Claims Summary, based on a
comparison with claims identified at a subsidhary level by
component auditors, assessing the historical accuracy of the
Group in identification of claims and inclusion thereof in the
Claims Summary, obtaining formal confirmations from the
Group’s [awyers in respect of key claims in the last 24 months
as well as legal due diligence reports performed for the
acquisition of PSI, in order to assess the status of any legal
claims which the Group 1s dealing with and whether all
potential exposures have been identified, and, challenging
the key assumptians made by the Directors in calculating the
provision based on our assessment of the histoncal accuracy
of the Group’s estimates and assumptions in previous periods
and in consideration of the relevant insurance cover and
relevant accounting standards We also assessed the adequacy
of the Group’s refated disdlosures in notes 13 and 22
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3 OQur apphcation of mateniahty and an overview of the
scope of our audit

Matenality for the Group financial statements as a whole was

set at £14 4m, determined with reference to a benchmark of

Group loss before tax for continuing operations normalised to

exclude this year's impairment charge disclosed on the face

of the income statement as part of separately disclosed tems,

(being a profit of £281 7my), of which 1t represents 5 1%,

reflecting industry consensus levels (2014 6 5% of group profit

before tax)

We reported to the Audit & Risk Committee any corrected and
uncorrected 1dentified misstatements in excess of £0 5m (2014
£1m), In addition to other wdentified misstatements that
warranted reporting on qualitative grounds

The Group has over 45 reporting companents, of which we
subjected 34 (2014 32) to audits for group reporting purposes,
and 3 (2014 1) to specified nsk-focused audit procedures The
latter was not individually financially significant enough to
require an audit for group reporting purposes, but did present
specific Indmdual nsks that needed to be addressed These
procedures covered 83% (2014 81%) of Group revenue, 91%
(2014 839%; of the total profits and losses that made up group
profit before tax and 87% (2014 78%) of Group total assets
For the remairing components, we performed analysis at an
aggregated level to re-examine our assessment that there were
no significant risks of matenal misstatement within thase

The Group team instructed component auditors as to the
significant areas to be covered, induding the relevant nisks
detalled above and the information to be reported back The
Group team approved each component matenality, which
ranged from £0 1m to £4 6m (2014 £0 1m to £4 5m) having
regard to the mix of size and nisk profile of the Group across
the components The audits and specified nisk-focused audit
procedures for group reporting purposes were performed by
component auditors with the rest of the work being performed
by the Group team The Group team wisited three locations in
the year UK, US and China Telephone meetings were also held
with these component auditors and certain others that were
not physically visited At these meetings, the findings reported
to the Group team were discussed in more detail, and any
further work required by the Group team was then performed
by the component auditor

4 Our opinmion on other matters prescribed by the
Companies Act 2006 1s unmodified
In our option

= the part of the Directors’ Remuneration Report to be
audited has been properly prepared in accordance with
the Companies Act 2006, and

¢ the information given in the Strateqic Report and the
Directors’ Report for the financal year for which the
financial statements are prepared Is consistent with
the financial statements
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Other Information

Independent Auditor’s Report to the members
of Intertek Group plc only continued

S We have nothing to report on the disclosures of
prinapal nisks

Based on the knowledge we acquired durning our audit, we

have nothing matenal to add or draw attention to in relation to

s the Directors’ long-term viability statement on page 39,
concerning the principal nisks, thewr management, and, based
on that, the Directors’ assessment and expectations of the
Group continuing in operation over the 5 years to 2020, or

¢ the disclosures in note 1 of the financial statements
concerning the use of the going concern basis of accounting

6 We have nothing to reportin respect of the matters
on which we are required to report by exception
Under 1SAs (UK and Ireland) we are required to report to you
if, based on the knowledge we acquired duning our audit,
we have identified other information in the annual report that
contains a matenal inconsistency with either that knowledge
or the financial statements, a matenal misstatement of fact,
or that 1s otherwise misleading

In particular, we are required to report to you i

* we have identified matenal inconsistencies between the
knowledge we acquired during our audit and the Directors’
statement that they consider that the Annual Report and
finanaal statements taken as a whole s farr, balanced and
understandable and provides the information necessary for
shareholders to assess the group’s position and performance,
business model and strategy, or

the Audit & Risk Committee Report does not appropriately
address matters communicated by us to the Audit & Risk
Committee

Under the Companies Act 2006 we are required to report to
you if, 1n our gpinion

« adequate accounting records have not been kept by the
Parent Company, or returns adequate for our audit have
not been received from branches not visited by us, or

+ the Parent Company financal statements and the part of
the Directors’ Remuneration Report to be audited are not
In agreement with the accounting records and returns, or

¢ certain disclosures of Directors' remuneratron specified by
law are not made, or

« we have not received all the information and explanations
we require for our audit

Under the Listing Rules we are required to review

* the Directors’ statement, set out on pages 82 and 39, In
relation to going concern and longer term wiability, and

¢ the part of the Corporate Governance Statement on pages
54 to 55, relating to the Company’s complance with the
eleven provisions of the 2014 UK Corporate Governance
Code speafied for our review

We have nothing to report in respect of the above
responsibihties
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SCOPE OF REPORT AND RESPONSIBILITIES

As explained more fully in the Directors” Responsibilities
Statement set out on page 88, the Directors are responsible
for the preparation of the financial statements and for being
satisfied that they give a true and far view A descrniption of
the scope of an audit of financial statements s provided on
the Finanaal Reporting Counal’s website at www frc org uk/
auditscopeukprivate This report s made solely to the
Company’s members as a body and 1s subject to important
explanations and disclaimers regarding our responsibihities,
published on our website at www kpmg com/uk/
auditscopeukco2014a, which are incorporated into this report
as If set out In full and should be read to provide an
understanding of the purpose of this report, the work we
haye ugdertaken and the basis of our opinions

S L
(Senior Statutory Auditor)
for and on behalf of KPMG Audit Plc, Statutory Auditor

Chartered Accountants
15 Canada Square
London E14 5GL

1 March 2016
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Shareholder and corporate information

SHAREHOLDERS® ENQUIRIES

Any shareholder with enquines relating to their shareholding
should, in the first instance, contact our Registrar, Equiniti,
using the address on this page

ELECTRONIC SHAREHOLDER COMMUNICATIONS
Shareholders who would prefer to view documentation
electronically can elect to receive autornatic notification by
emall each time the Company distributes documents, instead
of recenving a paper version of such documents Registening
for electronic communication 1s very straightforward and can
be done via Shareview, at www shareview co uk Shareview
15 Equiniti’s suite of online services that helps shareholders

to manage their holdings and gives access to a wide range
of useful Information

There 1s no fee for using this service and you will automatically
receive confirmation that a request has been registered Should
you wish to change your mind or request a paper version of any
documents in the future, you may do so by contacting the
Registrar by emall or by post

The facility also allows shareholders to view their holding
details, submit a proxy vote for shareholder meetings, complete
a change of address and prowide dvidend mandates online
Shareholders can also find out what to do If a share certificate
15 lost, as well as download forms in respect of share transfers

SHAREGIFT

If you have a small shareholding which 15 uneconomical to seil,
you may want to consider donating it to ShareGift The Orr
Mackintosh Foundation operates this chanty share donation
scheme Detalls of the scheme are available from

ShareGift at www sharegift org
T +44 (0) 20 7930 3737

SHARE PRICE INFORMATION
Information on the Company’s share price 15 available from
the investor pages of www intertek com

FINANCIAL CALENDAR
Financial year end
Results announced

31 December 2015
2 March 2016

Ex-dividend date for final dividend 19 May 2016
Record date for final dvidend 20 May 2016
Annual General Meeting 25 May 2016

Final dividend payable 3 June 2016
Interim results announced 1 August 2016
Ex-dividend date for intenim dividend 29 September 2016
Record date for intenm dividend 30 September 2016
Intenim divdend payable 14 October 2016

All future dates are indicative and subject to change
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INVESTOR RELATIONS
E mvestor@intertek com
T +44 (0)20 7396 3400

REGISTRARS

Equint)

Aspect House

Spencer Road

Lanang

West Sussex BN99 6DA

T 0371 384 2653 (UK)*

T +44 121 415 7047 (outside UK)

* Lines are open B 30am 1o 5 30pm Monday to Friday, excluding bank holidays

AUDITORS

KPMG Audit Plc

15 Canada Square
London E14 5GL

T +44 (0)20 7311 1000

BROKERS

J PMorgan Cazenove
25 Bank Street

Canary Wharf

London E14 5JP

T +44(0) 20 7588 2828

Goldman Sachs International
Peterborough Court

133 Fleet Street

London EC4A 2BB

T +44 (0)20 7774 1000

REGISTERED QFFICE
Intertek Group plc

25 Savile Row

London W1S Z2ES

T +44 {0)20 7396 3400
F +44{0)20 7396 3480
www Intertek com

Registered number 04267576
ISIN GB0031638363

London Stock Exchange
Support Services

FTSE 100

Symbot ITRK
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Other Information
Global Reporting Initiative Index G4

Profile disclosures Inclusion Location  Comments
Strategy & analysis
G4-1 Staternent from the most senior deaislon-maker of the organisaton ¢ p 16-20
G4-2 A descripbion of key impacts, nsks and opportunities v p 39-45
Orgamisational profile
(G4-3 Name of the grganisation v pl
G4-4 Primary brands, products and/or services v p4
G4-5 Location of organisation’s headquarters v p1M
G4-6 Number of countries where the organisation operates v p3
Q4-7 Nature of ownershup and legal form v p 141
G4-8 Markets served (ncluding geographic breakdown, sectors served v p4-11
and types of customers/beneficiaries)
G4-9 Scale of the reporting organisation v p3
G4-10 The total number of employees by employment contract and gender v p 48
G4-13 Significant changes during the reporting penod regarding size, v p2-3&86
structure or owners
Identified Matenal Aspects and Boundanes
G4-17 st all entities induded 1n the organisation’s consolidated financial v p 129-132 Note 23
statements or equivalent documents
G4-18 Process for defining report content v p 80 Fair, balanced and understandable
process
G4-19 List all the matenal Aspects identified in the process for defining v p 61 & 81
report content
(G4-20 For each matenal Aspect, report the Aspect Boundary within the v p61&81
organisation
G4-23 Significant changes from previous reporting periods in the scope, v p61&8i
boundary or measurement methods apphed in the report
Stakeholder Engagement
G4-26 Mechanisms for shareholders and employees to provide v p49
recommendations or direction to the highest governance body
G4-27 Report key topics and concerns raised through stakeholder v p62
engagerent
Report profile
(G4-28 Reporting penod v - 1 January — 31 December
G4-29 Date of most recent previous report v - 2014 Annual Report
G4-30 Reporting cydle v - Annual
G4-31 Contact point for questions regarding the report or its contents v p 141
G4-33 External assurance for the report v p 138-140
G4-36 Responsibility for economig, environmental and soqal topics v pl6-20
& 46-51
Governance
G4-34 Governance structure of the organisation, including committees v p6l
under the highest governance body
G4-35 Process of delegation of economic, environmental and socal v p 47
topics from the tughest governance body to serior executives
and other employees
(G4-38 Composition of governance bodres v p 56-58
G4-39 Independence of the Chair of the highest governance body v p 56
G4-40 Nomination and selection processes for the highest governance v p 83-84
body and its committees
G4-41 Process to ensure conflicts of interests are avoided and managed v p 59
G4-42 Development, approval, updating of purpose, values and mission v p16-20
G4-44 Evaluation of Board of Drrectors performance v p 60-61
(G4-45 Role of Board of Directors in identification and management of impacts v p78-82
G4-46 Reviewang effectiveness of risk management of economic, social and p 78-82

environmental topics

142 OTHER INFORMATION

INTERTEK GROUF PLC ANNUAL REPORT AND ACCOUNTS 2015




Global Reporting Initiative Index G4

Profile disclosures tncduston Location Comments
GA4-47 Frequency of review of nsks and opportunities v p79

G4-48 Review and approval of sustainability report v p 51

(G4-49 Process for communicating critical concerns to Board of Directors v p59 & 82

G4-50 Nature and total number of ciitical concerns v p 49

G4-51 Remuneration pohces v p 64-65

G4-52 Determination of remuneration v p70

(G4-53 Results on remuneration policies and proposal v p 66

Ethics and integnty

G4-56 Values, prinaiples, standards and codes of ethics v p 49

G4-57 Mecharusm for seeking adwvice on ethical behaviour v p 49

G4-58 Whistleblowing hothne and escalation v p 49

Speafic profile disclosures

EC1  Direct economic value generated and distnbuted v p3

EC3  Coverage of the organisation’s defined benefit plan obligations v p 122-125 Note 16
EC7  Procedures for local hinng and proportion of senior management P p48 Descriptton of employment policies

hired from the local commurity at sigmificant level of the organisation and practices

EN3  Direct energy consumption v p 50
ENA4  Indirect energy consumption v p 50
EN5  Energy intensity ratio p p S0
ENE  Intiatives to provide energy efficient or renewable energy based P p 50 Description of some of the services

products and services, and reductions in energy requirements as a provided to chients
result of these initiatives

EN7  Initiatives to reduce indirect energy consumption and reductions P p 50
achieved

EN15  Gross direct (Scope 1) GHG emissions In metric tons of CO; equivalent o p50

EN16 Total direct and indirect greenhouse gas emissions by weight v p 50 Our environment

EN18 Report the GHG emussions intensity ratio P p 5o Some initiatives identified

HR3  Total number of incidents of discrmination and corrective P p49 Descriptrion of employment policies
actions taken and practices

LAS  Miimum notice penod(s) regarding significant operational changes, - Minimum notice pertods,
including whether it 1s speafied in collective agreements where applicable, are governed

by local law

LA6  Ratesof injury, occupational diseases, lost days and absenteeism, P p49 Data on rates of injunes
and number of work-related fatalities and work-related fatalities

LA10 Programmes for skills management and lifelong learrung that support P p48 Number of courses and number of
the continued employability of employees assist them in managing courses undertaken by employees
career endings

LA12 Employees according to gender and global region P p48

SO1  Percentage of operations with implemented local community P p51 Description of activities undertaken

engagement, Impact assessments and development programmes

503 Operations assessed for risks related to corruption p 49 Professional conduct

505 Confirmed inadents of cormuption and actions taken p 49

v

S04 Communication and training on anti-corruption poliqes and procedures p 49 Professional conduct
v
v

SO6 Total value of financial and in-kind contributions to political parties, p 86 ‘Poliical Donations’
politicians and related institutions by country

'P' ndicates partial reperting The above index indicates the page references for the Global Reporting tnvtiateve (GRI) index G4
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