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Strategic report
The directors present their strategic report and the financial statements for the year ended 31 December 2017.

Principal activity and review of the business

The company’s principal activity during the year was property and damage restoration services, temporary
services for coatings, construction drying and climate control applications.

The key performance indicators used by the company to monitor performance are as follows:

2017 2016

" Turnover (£000) . ’ 34,632 35,157
Operating profit (£000) 3,146 3,399
Average debtor days (days) 33 - 38

Staff turnover (%) 20.5% 21.1%

In 2017, the company achieved turnover of £34,632,000, a decrease of 1.4% compared to the previous year
(2016: £35,157,000). This was principally due to the impact of weather events invoiced in 2016 which did not
reoccur in 2017. However the company renewed a number of significant framework contracts across various
sectors during 2017 and grew its overall market share. The company operates in a very competitive environment
with significant price pressure from its customers. The company continues to invest in its people and aims to
develop a culture of continuous improvement.

Key investments were made in the company's equipment with the goal of improving the services offered to
customers, reducing the environmental impact of the business and for growth. The company continues to have
strong long term relationships with its key suppliers and sub-contractors.

The company has made great efforts to improve its operational efficiency and to reduce waste in the business
which it continues to try to optimise.

Operating profit in 2017 was £3,146,000 compared to £3,399,000 in 2016.

The company average debtor days decreased to 33 days (2016: 38 days) as a result of improved customer
collection processes. :

Staff turnover decreased to 20.5% (2016: 21.1%) and is still considered to be below the industry average.
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Strategic report (continued)

Principal risks and uncertainties

The principal risks and uncertainties facing the company are primarily competitive, credit and liquidity risks.
The company is also dependent on weather patterns.
Competitive risk

The Company is very dependent on major customers; therefore future performance would be affected by the
loss of a key account to a competitor. .

Credit risk

Credit risk is the risk that one party to a financial instrument will cause a financial loss for that other party by
failing to discharge an obligation. Company policies are aimed at minimising such losses including strong credit
control operation and billing management. Details of the company’s debtors are shown in note 14 to the
financial statements.

Liquidity risk )

Liquidity risk is the risk that an entity will encounter difficulty in meeting obligations associated with financial
liabilities. The company aims to mitigate liquidity risk by managing cash generation by its operations, applying
cash collection targets throughout the company. The company is also party to group cash pool arrangements.

By order of the board

P Taggar
Secretary

Date: 6“‘ Dunc. Loi¥
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Directors’ report

The directors present their report and financial statements for the year ended 31 December 2017.

Results and dividends

The profit for the year after taxation amounted to £2,963,000 (2016: £2, 907 ,000). The directors did not declare
.or pay a dividend in the year (2016: £nil).

Future developments

The company continues to develop both within its core insurance sector and in its interior climate consultancy
and rental business. It consistently invests in both its people and equipment in support of developing these and
new areas.

The company adopts a structured approach to business development and applies great effort in understandmg
the key current drivers of its customers and anticipating future ones.

The company fosters an open and learning culture and have highly engaged and motivated employees. The
culture is one of innovation and continuous improvement delivering valued benefit to key customer groups. In
insurance this takes the form of improving the end customer journey, expanding the service scope, reducing
claim duration and overall claim cost.

The company is also anticipating and developing solutions using the Internet of Things in all sectors. The
company targets niches where its core knowledge and service skills can create differéntiation and value.

All the company's sectors are under price pressure, which limits the ability to pass on increasing costs. The
company continues to apply close attention to reducing internal _cost through systematlc control, efficiency
initiatives and investment .

Going concern

After making enquiries, the directors have a reasonable expectation that the company has adequate resources to
continue in operational existence for.the foreseeable future. Accordingly, they continue to adopt the going
concern basis in preparing the financial statements.

Directors
The directors who held office during the year and subsequent to the yearend were as follows:

J Sykes
E Jensen
M Norberg

The company has granted an indemnity to one or more of its directors against liability in respect of proceedings
brought by third parties, subject to the conditions set out in the Companies Act 2006. Such qualifying third party
indemnity provision remains in force as at the date of approving the directors' report.

Employees
Disabled employees

The company gives full consideration to applications for employment from disabled persons where the
candidate’s particular aptitudes and abilities are consistent with adequately meeting the requirements of the job.
Opportunities are available to disabled employees for training, career development and promotion.

Where existing employees become disabled, it is the company’s policy to provide continuing employment
wherever practicable in the same or an alternative position and to provide appropriate training to achieve this
aim.
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Directors’ report (continued)

Employees (continued)

Employee involvement

The company operates a structured framework for employee information and consultation. During the year, the
policy of providing employees with information about the company has taken place through the use of
newsletters and the company’s annual employee conference. Employees are encouraged to make suggestions on
ways to improve the business and through the use of steering and project groups, management ensures that
employees have an opportunity at every level to impact on how the business is managed.

The company operates a sports and social committee run by employees which supports various charitable works
as selected by employees themselves.

The company launched an environmental volunteer groﬁp with funds from the company to encourage a deeper -
sustainable culture within the business.

Policy and practice on payment of creditors

It is the company’s policy that payments to suppliers are made in accordance with those terms and conditions
agreed between the company and its suppliers, provided that all trading terms and conditions have been
complied with. The company’s average credit payment period at 31 December 2017 was 55 days (2016: 71
days). '

Financial Instruments

The company finances its activities with cash. Other financial assets and liabilities, such as trade debtors and
trade creditors arise directly from the company's operating activities.

Financial instruments give rise to credit risk and liquidity risk. Information on company management of these
risks can be found in the strategic report.

Political contributions
The Company made no political donations or incurred any political expenditure dliring the year (2016: £nil).
Disclosure of information to auditor

The directors who held office at the date of approval of this directors’ report confirm that, so far as they are
each aware, there is no relevant audit information of which the company’s auditor is unaware; and each
director has taken all the steps that he ought to have taken as a director to make himself aware of any relevant
audit information and to establish that the company’s auditor is aware of that information.
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Directors’ report (continued)

Auditor )

Pursuant to Section 487 of the Companies Act 2006, the auditor will be deemed to be reappointed and Ernst &
Young LLP will therefore continue in office.

By order of the board

P Taggar
Secretary

Date: 6% Junc 2o\¥
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Statement of directors’ responsibilities

The directors. are responsible for preparing the Strategic Report, Directors’ Report and the Financial Statements
in accordance with applicable law and regulations.

Company law requires the directors to prepare ﬁnancial statements for each financial year. Under that law the
directors have elected to prepare the financial statements in accordance with United Kingdom Generally
Accepted Accounting Practice (United Kingdom Accounting Standards and applicable law) including Financial
Reporting Standard 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
company and of the profit or loss of the company for that penod In preparing these financial statements, the
directors are required to:

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

e state whether applicable UK Accounting Standards, including FRS 101 have been followed, subject to any
material departures disclosed and explained in the financial statements; and

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

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain the
company’s transactions and disclose with reasonable accuracy at any time the financial position of the company
and enable them to ensure that the financial statements comply with the Companies Act 2006. They are also
responsible for safeguarding the assets of the company and hence for taking reasonable steps for the prevention
and detection of fraud and other irregularities.
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INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF R3 Polygon
UK Ltd '

Opinion

We have audited the financial statements of R3 Polygon UK Ltd for the year ended 31 December 2017
comprise the Statement of Comprehensive Income, the Statement of Changes in Equity, the Balance Sheet and
the related notes 1 to 21, including a summary of significant accounting policies. The financial reporting
framework that has been applied in their preparation is applicable law and United Kingdom Accounting
Standards (United Kingdom Generally Accepted Accounting Practice) including FRS 101 ‘Reduced Disclosure
Framework’.

In our opinion, the financial statements:

e  give a true and fair view of the company’s affairs as at 31 December 2017.and of its profit for the year then
ended;

e  have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Practice
including FRS 101 ‘Reduced Disclosure Framework’; and -

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

Basis for opinion

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

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

Conclusions relating to going concern

We have nothing to report in respect of the following matters in relation to which the ISAs (UK) require us to
report to you where:

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

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

Other information '

The other information comprises the information included in the annual report set out on pages 1 to 6, other than
the financial statements and our auditor’s report thereon. The directors are responsible for the other information.

Our opinion on the financial statements does not cover the other information and, except to the extent otherwise
explicitly stated in this report, we do not express any form of assurance conclusion thereon.
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INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS R3 Polygon UK Ltd (Continued)

Other information (continued)

In connection with our audit of the financial statements, our responsibility is to read the other information and,
in doing so, consider whether the other information is materially inconsistent with the financial statements or
our knowledge obtained in the audit or otherwise appears to be materially misstated. If we identify such material
inconsistencies or apparent material misstatements, we are required to determine whether there is a material
misstatement in the financial statements or a material misstatement of the other information. If, based on the
work we have performed, we conclude that there is a material misstatement of the other information, we are
required to report that fact.

We have nothing to report in this regard.

Opinions on other matters prescribed by the Companies Act 2006

In our opinion, based on the work undertaken in the course of the audit:

e the information given in the strategic report and the directors’ report for the financial year for which the
financial statements are prepared is consistent with the financial statements; and

e the strategic report and directors’ report have been brepared in accordance with applicable legal
requirements.

Matters on which we are required to report by exception

In the light of the knowledge and understanding of the company and its environment obtained in the course of
the audit, we have not identified material misstatements in the strategic report or directors’ report.

We have nothing to report in respect of the following matters in relation to which the Companies Act 2006
requires us to report to you if, in our opinion:
¢ adequate accounting records have not been kept or returns adequate for our audit have not been received
from branches not visited by us; or
the financial statements are not in agreement with the accounting records and returns; or
certain disclosures of directors’ remuneration specified by law are not made; or
we have not received all the information and explanations we require for our audit.

Responsibilities of directors’

As explained more fully in the directors’ responsibilities statement set out on page 6, the directors are
responsible for the preparation of the financial statements and for being satisfied that they give a true and fair
view, and for such internal control as the directors determine is necessary to enable the preparation of financial
statements that are free from material misstatement, whether due to fraud or error.

‘In preparing the financial statements, the directors are responsible for assessing the company’s ability to
continue as a going concern, disclosing, as applicable, matters related to going concern and using the going
concern basis of accounting unless the directors either intend to liquidate the company or to cease operations, or
have no realistic alternative but to do so. _
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INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF R3 Polygon UK Ltd (Continued)

Auditor’s responsibilities for the audit of the financial statements

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

A further description of our responsibilities for the audit of the financial statements is located on the
Financial Reporting Council’s website at https://www.frc.org.uk/auditorsresponsibilities. This description forms
part of our auditor’s report.

Use of report

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

1

/;A; VQDL—LJ”

Fraser Bull (Senior Statutory Auditor)
for and on behalf of Ernst & Young LLP, Statutory Auditor
Cambridge, United Kingdom

) e 200



\

Statement of Comprehensive Income
~ for the year ended 31 December 2017

Turnover
Cost of sales

Gross profit

Distribution costs
Administrative expenses

Operating profit

Other interest receivable and similar income
Interest payable and similar expenses

Profit on ordinary activities before taxation

Tax on profit on ordinary activities

Profit for the financial year

Other comprehensive income

Remeasurements of defined benefit liability

Income tax on items that will not be reclassified to profit and loss

Other comprehensive (loss)/income for the year, net of tax

Total comprehensive income for the year

Note

o S

10

18

. R3 Polygon UK Ltd
Annual report and financial statements

31 December 2017
2017 2016
£000 £000

34,632 35,157
(24,245) (24,990)
10,387 10,167
(2,619) (2,642)
(4,622) 4,126)
3,146 3,399
. 384 377
46) (160)
3,484 3,616
(521) (709)
2,963 2,907
138 (246)
“1) 14
97 (232)
3,060 2,675

10



Balance Sheet
at 31 December 2017

Fixed assets
Investments
Tangible fixed assets

Current assets

Work in Progress relating to services
Debtors

Cash at Bank

Creditors: amounts falling due within one
year

Net current assets

Total assets less current liabilities

Provisions for liabilities
Other provisions

Net assets excluding pension liability
Pension liability - :

Net assets

Capital and reserves
Called up share capital
Capital contribution
Profit and loss account

Shareholder’s funds .

Note

11
12

13
14

15

17

18

19

2017
£000

1,239
12,545
1,490
15,274

(8,158)

R3 Polygon UK Ltd
Annual report and financial statements
31 December 2017

2017 2016 2016
£000 £000 £000
2,394 2,394
3,725 3,409
6,119 5,803

1,766

13,683

15,449

(10,976)
7,116 4473
13,235 10,276
' (402) (16)
12,833 10,060
(567) (854)
12,266 9,206
250 250
1,953 1,953
10,063 7,003
12,266 9,206

These financial statements were approved by the board of directors on and were signed on its behalf by:

J Sykes
Director

Company registered number: 00402652

= bl ucezme
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Statement of Changes in Equity

Balance at 1 January 2016

Total comprehensive income for the year
Profit for the financial year
Other comprehensive income

Total comprehensive income for the year

Balance at 31 December 2016

Balance at 1 January 2017

Total comprehensive income for the year
Profit for the financial year
Other comprehensive loss

Total comprehensive income for the year

Balance at 31 December 2017

Called up
share capital
£000

250

250

Called up
share capital
£000

250

250

Share
premium
account
£000

1,953

1,953

Share
premium
account
£000

1,953

1,953

R3 Polygon UK Ltd
Annual report and financial statements
31 December 2017

Profit and
loss account
£000

4,328

2,907
(232)

2,675

7,003

Profit and
loss account
£000

7,003

2,963
97

3,060

10,063

Total equity
£000

6,531

2,907
(232)

2,675

9,206

Total equity
£000

9,206

2,963
97

3,060

12,266

12
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Notes to the financial statements

1 General information

R3 Polygon UK Limited (the “Company”) is a private company limited by shares and is incorporated, domiciled
and registered in England in the UK. The registered number is 00402652 and the registered address is
Blackstone Road, Stukeley Meadows Industrial, Huntingdon, Cambridgeshire PE29 6EE.

The company’s principle activity during the year was property and damage restoration services, temporary
services for coatings, construction drying and climate control applications. The company has prepared its
financial statements in sterling and all values are rounded to the nearest thousand pounds except where
otherwise indicated

2 Significant accounting policies
2.1 Basis of preparation of financial statements

These financial statements have been prepared on a going concern basis under the historical cost convention, in
accordance with Financial Reporting Standard 101 Reduced Disclosure Framework (“FRS 101”) and the
Companies Act 2006. The amendments to FRS 101 (2014/15 Cycle) issued in July 2015 have been applied.

In preparing these financial statements, the Company applies the recognition, measurement and disclosure
requirements of International Financial 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.

The preparation of financial statements in conformity with FRS 101 requires the use of certain critical
accounting estimates. It also requires management to exercise judgement in the process of applying the
company's accounting policies. The areas involving a higher degree of judgement or complexity, or areas where
assumptions and estimates are significant to the financial statements are disclosed in note 3.

The Company has taken advantage of the exemption under s400 of the Companies Act 2006 not to prepare
group accounts as it is a wholly owned subsidiary of Polygon Holdings AB. The Company’s financial
statements are individual entity financial statements.

The Company’s parent undertaking, Polygon Holdings AB includes the Company in its consolidated financial
statements. The consolidated financial statements of Polygon Holdings AB are prepared in accordance with
International Financial Reporting Standards and are available to the public and may be obtained from Hi Tech
Building, 21 Sveavagen 9, 3" floor, 101 52, Stockholm, Sweden.

In these financial statements, the company has applied the exemptions available under FRS 101 in respect of the
following disclosures
a) The requirements of paragraph 62 , B64(d) , B64(e), B64(g) , B64(h), B64(j) , B64(m), B64(n)(ii) ,
B64(0)(ii), B64(p) , B64(q))(ii), B66 , B67 of IFRS 3 Business Combinations
b) The requirements of the paragraph 91-99 of IFRS 13 Fair Value management,
¢) The requirement in paragraph 38 of IAS 1 ‘Presentatlon of financial statements’ to present comparative -
information in respect of :
e 1) Paragraph 79(A)(iv) of IAS 1
e  2) Paragraph 73(e) of IAS 16 Property and equipment
e  3) Paragraph 118(e) of IAS 38 intangible assets.
d) The requirements of paragraphs 10(d) , 10(f) , 39(c) and 134-136 of IAS 1 Presentation of Financial
’ Statements;
e) The requirements of IAS 7 Statement of Cash Flows;
f) The requirements of paragraphs 30 and 31 of IAS 8 Accounting Policies, Changes in Accounting
Estimates and Errors;
g) The requirements of paragraph 17 of IAS 24 Related Party Disclosures;
h) The requirements in IAS 24 Related Party Disclosures to disclose related party transactions entered
into between two or more members of a group, provided that any subsidiary which is a party to the
transaction is wholly owned by such a member;'

13
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Notes to the financial statements (continued)

2 Significant accounting policies (continued)
2.1 Basis of preparation of financial statements (continued)

i) The requirements of paragraphs 130(f)(ii),130(f)(iii). 134(d)-134(f) and 135(c)-135(¢) of IAS 36
Impairment of Assets,
j)  The requirements of IFRS 7 Financial Instruments Disclosures.

The accounting policies set out below have, unless otherwise stated, been applied consistently to all periods
presented in these financial statements. )

2.2 Going concern

In determining the appropriate basis of presentation of the financial statements, the Directors have considered -
whether the Company can continue in operational existence for the foreseeable future, this being a period of not
less than 12 months from the date of the approval of the financial statements.

2.3 Foreign currency

Transactions in foreign currencies. are translated to the Company’s functional currencies at the foreign
exchange rate ruling at the date of the transaction. Monetary assets and liabilities denominated in foreign
currencies at the balance sheet date are retranslated to the functional currency at the foreign exchange rate
ruling at that date. Non-monetary assets and liabilities that are measured in terms of historical cost in a foreign
currency are translated using the exchange rate at the date of the transaction. Non-monetary assets and
liabilities denominated in foreign currencies that are statéd at fair value are retranslated to the functional
currency at foreign exchange rates ruling at the dates the fair value was determined. Foreign exchange
differences arising on translation are recognised in the profit and loss account.

2.4 Classification of financial instruments issued by the Company

Following the adoption of IAS 32, financial instruments issued by the Company are treated as equity only to the
extent that they meet the following two conditions: '

(a) they include no contractual obligations upon the company to deliver cash or other financial assets or to
exchange financial assets or financial liabilities with another party under conditions that are potentially
unfavourable to the company; and

(b) where the instrument will or may be settled in the company’s own equity instruments, it is either a non-
derivative that includes no obligation to deliver a variable number of the company’s own equity
instruments or is a derivative that will be settled by the company’s exchanging a fixed amount of cash
or other financial assets for a fixed number of its own equity instruments.

To the extent that this definition is not met, the proceeds of issue are classified as a financial liability. Where
the instrument so classified takes the legal form of the company’s own shares, the amounts presented in these
financial statements for called up share capital and share premium account exclude amounts in relation to those
shares.

2.5 Non-derivative financial instruments

Non-derivative financial instruments comprise investments in subsidiaries, trade and other debtors, cash and
cash equivalents, loans and borrowings, and trade and other creditors. '

f

Trade and other debtors

Trade and other debtors are recognised initially at fair value. Subsequent to initial recognition they are
measured at amortised cost using the effective interest method, less any impairment losses.

Trade and other creditors

Trade and other creditors are recognised initially at fair value. Subsequent to initial recognition they are
measured at amortised cost using the effective interest method.

14
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Notes to the financial statements (continued)
2 Significant accounting policies (continued)

2.5 Non-derivative financial instruments (continued)

Investments in subsidiaries
Investments in subsidiaries are carried at cost less impairment
Cash and cash equivalents

Cash and cash equivalents comprise cash balances and call deposits. Bank overdrafts that are repayable on
demand and form an integral part of the Company’s cash management are included as a component of cash and
cash equivalents for the purpose only of the cash flow statement.

Interest-bearing borrowings .

Interest-bearing borrowings are recognised initially at fair value less attributable transaction costs. Subsequent
to initial recognition, interest-bearing borrowings are stated at amortised cost using the effective interest
method, less any impairment losses.

Offsetting

Financial assets and liabilities are offset and the net amount reported in the balance sheet when there is an
enforceable right to set off the recognised amounts and there is an intention to settle on a net basis or to realise
the asset and settle the liability simultaneously.

-

2.6 Tangible fixed assets

Tangible fixed assets are stated at cost less accumulated depreciation and accumulated impairment losses. Cost
comprises the aggregate amount paid and the fair value of any other consideration given to acquire the asset and
includes costs directly attributable to making the asset capable of operating as intended.

Depreciation is charged to the profit and loss account on a straight-line basis over the estimated useful lives of
each part of an item of tangible fixed assets. Land is not depreciated. The depreciation rates applied are as
follows: ‘

¢ Leasehold Improvements 10% (per annum) or over term of lease if shorter
e Rental fleet 15% -20% (per annum)

e  Fixtures and fittings 15% - 25% (per annumy)

¢  Motor Vehicles 25% (per annum)

¢ Computer equipment 20% - 33% (per annum)

e Software 50% (per annum) l

The carrying values of tangible fixed assets are reviewed for impairment if events or changes in circumstances
indicate the carrying value may not be recoverable, and are written down immediately to their recoverable
amount. Useful lives and residual values are reviewed annually and where adjustments are required these are
made prospectively.

An item of plant and equipment is derecognised upon disposal or when no future economic benefits are
expected to arise from the continued use of the asset. Any gain or loss arising on de-recognition of the asset is
included in the income statement in the period of de-recognition.
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Notes to the financial statements (continued)

2 Significant accounting policies (continued)
2.7 Work in progress }elating to services

Work in progress requires estimation of project completion to determine the labour cost incurred up to the
period end. All projects are assumed 50% complete.

2.8 Impairment excluding deferred tax assets
Financial assets (including trade and other debtors)

A financial asset not carried at fair value through profit or loss is assessed at each reporting date to determine
whether there is objective evidence that it is impaired. A financial asset is impaired if objective evidence
indicates that a loss event has occurred after the initial recognition of the asset, and that the loss event had a
negative effect on the estimated future cash flows of that asset that can be estimated reliably.

An impairment loss in respect of a financial asset measured at amortised cost is calculated as the difference

between its carrying amount and the present value of the estimated future cash flows discounted at the asset’s

original effective interest rate. For financial instruments measured at cost less impairment an impairment is

calculated as the difference between its carrying amount and the best estimate of the amount that the Company

would receive for the asset if it were to be sold at the reporting date. Interest on the impaired asset continues to .
_ be recognised through the unwinding of the discount. When a subsequent event causes the amount of

impairment loss to decrease, the decrease in impairment loss is reversed through profit or loss.

2.9 Employee benefits

A defined benefit plan is a post-employment benefit plan other than a defined contribution plan. The Company’s
net obligation in respect of defined benefit pension plans is calculated by estimating the amount of future benefit
that employees have earned in return for their service in the current and prior periods; that benefit is discounted
to determine its present value, and the fair value of any plan assets (at bid price) are deducted.

The Company determines the net interest on the net defined benefit liability/(asset) for the period by applying
the discount rate used to measure the defined benefit obligation at the beginning of the annual period to the net
defined benefit liability/(asset).

- The discount rate is the yield at the reporting date on bonds that have a credit rating of at least AA that have
maturity dates approximating the terms of the Company’s obligations and that are denominated in the currency
in which the benefits are expected to be paid.

Re-measurements arising from defined benefit plans comprise actuarial gains and losses, the return on plan
assets (excluding interest) and the effect of the asset ceiling (if any, excluding interest). The Company
recognises them immediately in other comprehensive income and all other expenses related to defined benefit
plans in employee benefit expenses in profit or loss.

The calculation of the defined benefit obligations is performed by a qualified actuary using the projected unit
credit method. When the calculation results in a benefit to the Company, the recognised asset is limited to the
present value of benefits available in the form of any future refunds from the plan or reductions in future
contributions and takes into account the adverse effect of any minimum funding requirements. '

The fair value of plan assets is measured in accordance with the FRS 101 fair value hierarchy and in accordance
with the company's policy for similarly held assets. This includes the use of appropriate valuation techniques.

Contributions to defined contribution schemes are recognised in the income statement in the period in which
they become payable.
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Notes to the financial statements (continued)
2 Significant accounting policies (continued)
2.10 Provisions

A provision is recognised in the balance sheet when the Company has a present legal or constructive obligation
as a result of a past event, that can be reliably measured and it is probable that an outflow of economic benefits
will be required to settle the obligation. Provisions -are determined by discounting the expected future cash
flows at a pre-tax rate that reflects risks specific to the liability.

2.11 Turnover
Revenues are generated from sales of services.

Revenue in the operating activities of the Company are measured at the fair value of the consideration received
or receivable, with consideration of current payment terms, excluding taxes and fees.

Revenue from the sale of goods or services is recognized when it is probable that the economic benefits
associated with the transaction will flow to the Company and the revenue can be determined in a reliable way.
This moment regularly coincides with invoicing of delivered services. Partial payment or advances from
customers is recognized as revenue only when they refer to already executed services.

When the outcome of a project involving the rendering of services can be estimated reliably, revenue associated
with the transaction is recognized by reference to the stage of completion of the projects at the end of the
reporting period: The stage of completion is normally measured as the proportion of costs incurred to date in
relation to the estimated total costs of the project. If a reliable estimation of stage of completion cannot be made,
revenue is not recognized until the project is finished. The same goes for smaller projects. In loss projects where
it is not likely that the customer will compensate Polygon for rendered services, the loss is recognized
immediately.

il

2.12 Expenses
Operating lease payments

Payments (excluding costs for services and insurance) made under operating leases are recognised in the profit
and loss account on a straight-line basis over the term of the lease. Lease incentives received are recognised in
the profit and loss account as an integral part of the total lease expense.

Interest receivable and interest payable

Interest payable and similar expenses include interest payable, finance expense on shares classified as liabilities
and finance leases recognised in profit or loss using the effective interest method, unwinding of the discount on
provisions, and net foreign exchange losses that are recognised in the profit and loss account (see foreign
currency accounting policy). Borrowing costs that are directly attributable to the acquisition, construction or
production of an asset that takes a substantial time to be prepared for use, are capitalised as part of the cost of
that asset. Other interest receivable and similar income include interest receivable on funds invested and net
foreign exchange gains.

Interest income and interest payable is recognised in profit or loss as it accrues, using the effective interest
method. Foreign currency gains and losses are reported on a net basis.
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Notes to the financial statements (continued)
2 Significant accounting policies (continued)
2,13 Taxation

Tax on the profit or loss for the year comprises current and deferred tax. Tax is recognised in the profit and loss
account except to the extent that it relates to items recognised directly in equity or other comprehensive income,
in which case it is recognised directly in equity or other comprehensive income.

. Current tax is the expected tax payable or receivable 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 is provided on temporary differences between the carrying amounts of assets and liabilities for
financial reporting purposes and the amounts used for taxation purposes. The following temporary differences are
not provided for: the initial recognition of goodwill; the initial recognition of assets or liabilities 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 is based on the expected manner of realisation or settlement of the carrying amount of assets and
liabilities, using tax rates enacted or substantively enacted at the balance sheet date.

A deferred tax asset is recognised only to the extent that it is probable that future taxable profits will be
available against which the temporary difference can be utilised.

Deferred income tax assets and liabilities are offset when there is a legally enforceable right to offset current tax
assets against current tax liabilities and when the deferred income tax assets and liabilities relate to income taxes
levied by the same taxation authority on either the same taxable entity or different taxable entities where there is
an intention to settle the balances on a net basis.

3 Judgements and key sources of estimation uncertainty

The preparation of financial statements requires management to make judgements, estimates and assumptions
that affect the amounts reported for assets and liabilities as at the balance sheet date and the amounts reported
for revenues and expenses during the year. However, the nature of estimation means that actual outcomes could
differ from those estimates. !

The following judgements (apart from those involving estimates) have had the most significant effect on
amounts recognised in the financial statements:

Operating lease commitments

The Company has entered into commercial property leases and other equipment. leases as a lessee. The
classification of such leases as operating or finance leases requires the Company to determine, based on an
evaluation of the terms and conditions of the arrangements, whether it retains or acquires the significant risks
and rewards of ownership of these assets and accordingly whether the lease requires an asset and liability to be
recognised in the balance sheet.

Taxation

Managemént judgement is required to determine the amount of deferred tax assets that can be recognised,
based upon the likely timing and level of future taxable profits together with an assessment of the effect of
future tax planning strategies. Further details are contained in note 10.

Pension and other post-employment benefits

The cost of defined benefit pensions plans are determined using actuarial valuations. The actuarial valuation
involves making assumptions about discount rates, future salary increases, mortality rates and future pension
increases. Due to the complexity of the valuation, the underlying assumptions and the long term nature of these
plans, such estimates are subject to significant uncertainty. In determining the appropriate discount rate,
management considers the interest rates of corporate bonds in the respective currency with at least AA rating,
with extrapolated maturities corresponding to the expected duration of the defined benefit obligation. The
underlying bonds are further reviewed for quality, and those having excessive credit spreads are removed from
the population of bonds on which the discount rate is based, on the basis that they do not represent high quality
bonds. The mortality rate is based on publicly available mortality tables for the specific country. Future. salary
increases and pension increases are based on expected future inflation rates for the respective country. Further
details are given in note 19.

18



Notes to the financial statements (continued)

4 Turnover

By type:
Rendering of services

Total turnover

By activity:
Property and damage restoration services
Temporary climate services

Total turnover

By geographical market:
United Kingdom

Total turnover

5 Operating profit
The operating profit is stated after charging/(crediting):

Depreciation

Operating lease rentals:
Plant and machinery
Land and buildings

Auditor’s remuneration:
Audit of these financial statements

R3 Polygon UK Ltd
Annual report and financial statements
31 December 2017

2017
£000

34,632

34,632

2017
£000

30,756
3,876

34,632

2017
£000

34,632

34,632

2017

£000 .

1,115

1,340
691

2017
£000

30

2016
£000

35,157

35,157

2016
£000

32,036
3,121

35,157

2016
£000

35,157

2016
" £000

871

1,073
633

2016
£000
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6 Staff numbers and costs

The average number of persons employed by the Company (including directors) during the year, analysed by
category, was as follows: :
o Number of employees

2017 2016
Selling : . 281 284
Management and Administration ) . 69 56
350 340
The aggregate payroll costs of these persons were as follows:
2017 2016
£000 £000
Wages and salaries . 10,565 9,742
Social security costs 1,014 955
Other pension costs 371 360
11,950 11,057
7 Directors’ remuneration
2017 2016
£000 £000
Directors’ remuneration 191 164
Company contributions to defined contribution pension plans 11 10

The above remuneration represents the total remuneration for 1 director (2016: 1) being the highest paid director of
the company. The remuneration is for qualifying services to the company and also the company’s immediate parent
undertaking, namely R3 Polygon UK Holding Limited. It is not possible however to separately identify the portion
of this remuneration which relates to the qualifying services to the parent undertaking.

A management fee of £734,820 (2016: £919,000) in respect of UK administration costs has been made by group
undertakings, which includes the directors’ remuneration for 2 (2016: 2) of the company’s directors which it is not
possible to identify separately.

No director was a member of a defined benefit scheme in either the current or prior year

Number of directors
. 2017 2016

Retirement benefits are accruing to the foilowing number of directors under:
Defined contribution schemes 1 1
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Notes to. the ﬁnanéial statements (continued)

8 Other interest receivable and similar income

Interest receivable on group loan

9 Interest payable and similar expense

Net interest on defined benefit liability
Overdraft interest

Total other interest payable and similar expense

R3 Polygon UK Ltd
Annual report and financial statements
31 December 2017

2017 -
£000

384

2017
£000

19
27

46

2016
£000

377

2016
£000

26
134

160

Interest payable and similar expenses includes interest paid on bank loans and overdrafts of £27,000 (2016:

£134,000).

10 Taxation

Recognised in the profit and loss account

UK corporation tax
Current tax on iicome for the period
Adjustments in respect of prior periods

Total current tax
Deferred tax (see note 17)
Origination and reversal of temporary differences

Adjustment in respect of prior periods
Impact of changes in tax laws and rates

Total deferred tax

Tax on profit on ordinary activities

2017
£000

582
2

(49)
(10)

(59)

521

580

2016
£000

704
(10

694

N

15

709
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Notes to the financial statements (continued)
10 Taxation (continued)
Income tax recognised in other comprehensive income

2017 2016

. £000 £000
Origination and reversal of temporary differences 41 (14)
41 (14)

Reconciliation of effective tax rate .

2017 2016

£000 £000
Profit for the year 3,484 3,616
Profit excluding taxation - 2,963 ' 2,916
Tax using the UK corporation tax rate of 19.25% (20%) , ) 670 723
Expenses not deductible for tax purposes 21 , 7
Group relief received (74) 29)
Tax rate changes (¢)) 7
Adjustments in respect of prior periods (12) 1
Deferred tax (charged)/credited directly to equity ' 41) ’ -
Total tax expense 521 709

Factors that may affect future tax charges

The Finance (No0.2) Act 2015 reduced the rate of Corporation tax from 1 April 2017 to 19% and by a further 1% to
18% from 1 April 2020. In the 2016 Budget, it was announced that the rate of Corporation tax from 1 April 2020
will be reduced further to 17%. This rate received Royal Assent on 15 September 2016.As such the temporary
differences are expected to reverse at the main rate of UK Corporation tax of 17%, being the rate enacted at the
balance sheet date, and deferred tax has therefore been provided at this rate.
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11 Investment in subsidiaries
, Investment in
subsidiary
‘ £000
Balance at 1 January 2017 and 31 December 2017 (Cost) : © 2,394

On 21 January 2015, the company acquired 100% of the ordinary shares of Harwell Technical Services Limited a
srivate company based in Oxfordshire (UK), registered in England, which was acquired for consideration of
£2,394,000. The principle activity of this company is document restoration services. The company’s registered
address is Blackstone Road, Stukeley Meadows Industrial, Huntingdon, PE29 6EE.

12 Tangible fixed assets
Leasehold Rental Fixtures Computer Total
improvement fleet and fittings * equipment . .0
£000 £000 £000 £000 £000
Cost
Balance at 1 January 2017 620 12,527 697 2,030 15,874
Additions 20 1,265 30 116 1,431
Balance at 31 December 640 13,792 727 2,146 17,305
2017 )
Depreciation " and
impairment
Balance at 1 January 2017 . 428 9,559 539 1,939 12,465
Depreciation charge for the 11 1,018 33 53 1,115
 year
Balance at 31 December 439 10,577 572 1,992  + 13,580
2017
Net book value
At 1 January 2017 192 2,968 158 91 3,409
At 31 December 2017 201 - 3,215 155 154 3,725
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Not_es' to the financial statements (continued)

13 Work in progress relating to services

Work in progress relating to services

14 Debtors

Debtors: amounts falling due within one year
Trade debtors

Amounts owed by group undertakmgs
Prepayments and accrued income

Deferred taxation (Note 16)

15 Creditors: amounts falling due within one year

Bank loans and overdrafts

Trade creditors

Amounts owed to group undertakings
Corporation tax

Other taxes and social security costs
Accruals and deferred income

R3 Polygon UK Ltd

Annual report and financial statements

2017
£000

1,239

1,239

2017
£000

4,091
6.981
1,353

120

12,545

2017
£000

3,983

1084

283
. 922
1,886

8,158

31 December 2017

2016
£000

1,766

1,766

2016
£000

5,191
6,602
1,789

101

13,683

2016
£000

1,943
4,733
1,084
451
978
1,787

10,976

The bank overdraft is secured by a floating charge over certain of the company’s assets. Trade creditors are not
interest bearing and are normally settled on 30 day terms. Other credxtors are non-interest bearing and have an

average term of six months.
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16 Deferred tax assets and liabilities
Recognised deferred tax assets and liabilities
Deferred tax assets and liabilities are attributable to the follbwing:
Assets Liabilities A Net
2017 2016 2017 2016 2017 2016
£000 £000 £000 ~ £000 £000 £000 .
Fixed asset differences - - 47 76 47 76
Short term differences ‘ (167) (177) - - 167) 177
Net tax (assets) / liabilities (67 Q77 47 76 (120) (101)
Movement in deferred tax during the year
Recognised Recognised 31
1 January inincome in equity December
2017 2017
£000 £000 £000 £000
Tangible fixed assets ' 76 (30) - 46
Short term differences a77) 30) 41 (166)
(101) (60) 41 (120)
Movement in deferred tax during the prior year
Recognised Recognised 31
1 January in income in equity December
2016 2016
' £000 £000 £000 £000
Tangible fixed assets 75 1 - 76
Short term differences (177) 14 14) Q77
(102) 15 14) (101)

17 Provisions

Balance at 1 January 2017
Utilisation of provision

Balance at 31-December 2017

Provision for -
dilapidations
£000

216
184

402

A provision is recognised for dilapidations on leasehold properties which expire within two to five years.
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18 Employee benefits

Defined contribution scheme

The company operates a defined contribution Group Personal Pension (GPP) Scheme. Employer contributions into
the GPP scheme during 2017 totalled £380,000 (2016: £360,000). The unpaid contributions outstanding at the year-
end amounted to £nil (2016: £nil).

Defined benefit scheme

The above scheme replaced a defined benefit pension scheme, the Munters Retirement Benefits Scheme (MRB).
The MRB scheme offered a defined benefit pension in respect of service prior to May 1991. The benefit structure
was changed in May 1991 to a defined contribution basis. For service between May 1991 and March 1997, the
Scheme was required to provide members with pensions that are not less than the “Guaranteed Minimum Pensions”
that must be provided by a Scheme that had contracted out of the State Earnings Related Pension Scheme.

The Scheme was closed to new members and closed to further accrual of benefits with effect from 31 December
2002. The figures below relate to the MRB Scheme as a whole and not just the Scheme’s defined benefit elements.

The pension scheme assets are held in a sepa.raie Trustee administered fund to meet long-term pension liabilities.
The trustees of the fund are required to act in the best interest of the fund’s beneficiaries. The appointment of
trustees to the fund is determined by the scheme’s trust documentation.

Under the scheme funding regime introduced by the Pensions Act 2004, the trustees are required to carry out regular
scheme funding valuations of the scheme and establish a schedule of contributions and a recovery plan when there
is a shortfall in the scheme. The recovery plan details the amount and timing of the contributions required to
address the shortfall in the scheme. Scheme funding valuations are carried out at least every three years

The most recently completed actuarial valuation of the MRB was carried out as at 31 March 2015. Following the
valuation, the company has agreed with the trustees that it will aim to eliminate the deficit over a 4 year and 9
month period between 31 March 2015 and 31 December 2019. The company agreed to pay deficit contributions to
the scheme of £11,667 per month from 31 March 2015 to 31 March 2016 and then £17,000 per month from 1 April
2016 to 31 December 2019. The total contributions to the defined benefit scheme in- 2018 are expected to be
£204,000 (2017: £204,000).

The trustees monitor funding levels on an annual basis. A funding update was carried out as at 31 March 2017. The
next actuarial valuation is due to be completed as at 31 March 2018.

The key risks which could significantly impact the balance sheet, and to a lesser extent the profit and loss ;account,
are as follows: ' .

« Falls in asset values which are not offset by a rise in the discount rate used to §place a value on the Scheme’s
liabilities. '

« A reduction in the discount rate, which will increase the value placed on the Scheme’s liabilities.

* An increase in expected price inflation.

« Improving life expectation (lower mortality rates) resulting in benefits being paid for longer.

The information disclosed below is in respect of the whole of the plans for which the Company is either the
sponsoring employer or has been allocated a share of cost under an agreed group policy throughout the periods

shown.

2017 2016
£000 £000
Total defined benefit asset 3,149 3,035
Total defined benefit liability . 3,716) (3,889)
Net liability for defined benefit obligations (see following table) ' (567) (854)
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18 Employee benefits (continued)
Movements in net defined benefit liability:

Defined benefit Fair value of plan Net defined benefit
obligation assets liability
2017 2016 2017 2016 2017 2016
£000 £000 £000 "£000 £000 £000
Balance at 1 January. (3,889) (3,272) 3,035 2,501 (854) (771)
Included in profit or loss: :
Interest (cost)/income 94) (122) 75 96 19) (26)
Included in OCI:
Re-measurements (loss)/gain:
" Return on scheme assets - - 142 328 142 ¢ 328
(excluding net interest)
Experience (loss)/gain ) 128 - - @) 128
Changes in demographic - - - - - -
assumptions
Changes in financial assumptions 3 (702) - - -3 (702)
@ (574) 142 328 ~ 138 (246)
Other: :
Contributions paid by the employer - - 204 189 204 189
Employee contributions - - - - - -
Benefits paid 35 55 35) (55) - » -
Payments in respect of settlements 236 24 272) 24) (36) -
Balance at 31 December 3,716) - (3,889) 3,149 3,035 (567) (854)

The defined benefit obligation comprises £m1 (2016: £nil) arising from unfunded plans and £3,716,000 (2016:
£3,889,000) from plans that are wholly or partly funded.

Plan assets — the major categories of scheme assets as a percentage of total scheme assets are:

2017 2016

% %

Equities 51.96 71.5
Government fixed interest bonds : 7.13 8.5
Corporate bonds 20.95 53
Cash . - 19.96 14.7
_100 100
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18 Employee benefits (continued)

The pension scheme has not invested in any of the company’s own financial instruments nor in properties or other
assets used by the company. The assets are all quoted in an active market.

All equity securities and government bonds have quoted prices in active markets. All government bonds are issued by
European governments and are AAA- or AA-rated. All other plan assets are not quoted in an active market.

’

Actuarial assumptions

The defined benefit obligation for this report and accounts was determined with the advice of independent qualified
actuaries, Capita Employee Benefits, on the basis of annual valuations using the projected unit credit method.
Scheme assets are stated at their market values at the respective balance sheet dates.

The company estimates the present value of the duration of UK scheme liabilities on average fall due over 17 years.

Main assumptions: ) 2017 2016
Rate of salary increases - ) n/a n/a
In line with In line with

Rate of increase in pension in payments " scheme rules scheme rules
Discountrate - 2.5% 2.50%
Expected return on assets ; 2.5% 2.50%
Inflation assumption (Consumer Prices) 2.4% 2.50%
Post retirement mortality in years:

Current pensioners at 65 — Male 23.7 23.6
Current pensioners at 65- Female : 25.8 25.7
Future pensioners at 65 — Male 259 25.8

Future pensioners at 65 — Female ' ‘ -28.1 . 28.0

The discount rate is based on published indices for AA bonds with durations consistent with the pension obligations.
The assumptions for inflation and for increases in pensions are based on the yield gap between long-term index-
linked and long-term fixed interest gilt securities. Post-retirement mortality rate are based on the PCAQ0 standard
tables projected to reflect improvements in life expectancy using the CMI 2014 core model with long term
improvements of 1.5% pa. .

Sensitivity analysis

The sensitivities regarding the principal assumptions used to measure the scheme liabilities are set out below:

1
Sensitivity analysis: ‘ Change in " Impact on
’ assumption  scheme liability

Increase/decrease Decrease/increa .-

Discount rate ' : by 0.5% p.a. se by 9% p.a.
Increase/decrease Increase/decreas

Inflation (RPI, CPI) by 0.5% p.a. e by 0.5% p.a.
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19 Capital and reserves

' 2017 2017 2016 2016
No. £000 No. £000

Allotted, called up and fully paid: .

Ordinary shares of £1 each (2016: £1) 250,000 250 250,000 250

Profit and loss account

Profit and loss account represents the amount of net earnings, less amounts paid out as dividends, retained by the
. company to be reinvested in its core business. ’

20 Operating leases
Non-cancellable operating lease rentals are payable as follows:
2017 - 2016
£000 £000
Less than one year ' 1,788 176
Between one and five years 3,017 1,408
More than five years : . 279 240
5,084 1,824

The Company has entered into commercial leases on certain properties, motor vehicles and items of machinery.
These leases have an average duration of between 3 and 10 years. Only the property lease agreements contain an
option for renewal, with such options being exercisable three months before the expiry of the lease term at rentals
based on market prices at the time of exercise. There are no restrictions placed upon the lessee by entering into these
leases.

During the year £2,031,000 was recognised as an expense in the profit and loss account in respect of operating
leases (2016: £1,706,000).

21 Parent and ultimate controlling party
The company’s immediate parent undertaking is R3 Polygon UK Holding Limited.

In the directors’ opinion, the company’s ultimate parent undertaking is MuHa No2 LuxCo S.a.r.l incorporated in
Luxemburg and Triton Investments is the company’s controlling party.

The smallest and largest group which consolidates the results of the company is Polygon Holdings AB. Copies of
the group financial statements may be obtained from Hi Tech building 21, Sveavagen 9, 3rd floor 101 52,
Stockholm Sweden.
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