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COVANCE CLINICAL RESEARCH UNIT LIMITED

STRATEGIC REPORT
FOR THE YEAR ENDED 31 DECEMBER 2017

The directors present the strategic report together with the audited financial statements for the year ended 31
December 2017.

Principal activities
The principal activity of the company is to provide a wide range of contract biological and chemical research
services, primarily servicing the biopharmaceutical industries.

Review of the business

The year on year increase was driven by the strong global growth in the following areas; Early Clinical
Development (ECD) business and the Clinical Pharmacological Services (CPS) business. CPS is a strong
growth area which is demonstrated by the significant increase in clinic occupancy since 2016. One area within
CPS seeing an increase is in the response to new tobacco regulations alternatives, such as vaping products.

During 2018 the ECD division has transferred to the Late Stage Business, as part of better aligning this to the
therapeutic areas and enhance growth further.

The company continues to follow a growth strategy backed by scientific credentials. This has helped the
., company maintain a strong position within the industry.

The company distributed a dividend during the year and maintained a strong cash position.

Key performance indicators

2017 2016 Movement

£000 £000 %
Turnover 29,639 23,471 26.3
Operating profit 10,201 7,567 348
Trade debtors ' 9,577 5,972 60.4
Unbilled receivables 6,361 6,646 4.3)
Income in advance 12,768 7,562 68.8
Orders 99,290 51,640 92.3
Average number of employees 286 264 8.3

Principal risks and uncertainties

The company's activities expose it to financial risks including changes in foreign currency exchange rates and
interest rates. The company has in place risk management policies that seek to limit the adverse effect of these
risk factors on the financial performance of the company. A description of those risks and the risk management
policies are given below.

Credit risk

The company's credit risk is primarily attributable to its trade debtors and unbilled receivables. The amount
presented in the Statements of Financial Position is net of allowances for doubtful debts, estimated by
management based on prior experience, the current economic environment or specific customer issues. The
company has implemented policies that require appropriate credit checks on potential customers or review of
existing customer credit history before a sale is made.

Interest rate risk

Interest rate risks, are limited to cash balances and the defined benefit pension scheme. The pension scheme
trustees meet on a regular basis to review the scheme. The directors feel this is an appropriate process to
mitigate this risk. .




COVANCE CLINICAL RESEARCH UNIT LIMITED

STRATEGIC REPORT (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2017

Foreign exchange risk

The company operates internationally and as such not all contracts will be in the company's functional currency.
Contracts are typically long termm and are forecasted to retum a certain level of profit. Fluctuations in currency
exchange rates may have an impact on the forecasted profit. Structured billing schedules are agreed to help
mitigate fluctuations and management consider this to be an acceptable level of risk.

Business risk

There are risks and uncertainties relevant to the company's business, financial condition and the results of
operations which may affect future performance. The factors listed below are amongst those which could cause
its actual results to differ materially from expected or historical resuits.

Operational failure

The company conducts clinical development activities for the intemational biopharmaceutical industry. These
projects involve testing of small patient population and are complex in nature. A major operational failure
resulting in a death or in incorrect study information being submitted to a customer could result in significant
damage to its reputation which is critical in winning new business and also the cost of additional work to cotrect
the project. The company has a high degree of focus on maintaining operational processes and controls to
ensure that it mitigates the risk of operational failures.

Fixed price nature of contracts

A significant number of the company's contracts with its customers include a fixed price for an agreed scope of
work. Failure to adequately price contracts ar cost overruns during delivery of projects can have an effect on
operating results. Management closely monitor the running of trial projects to ensure they are in line with
budgets and targets.

Governmental regulations

Failure to comply with the broad range of regulatory controls around the testing and approval of healthcare
products could result in the termination of ongoing research, or the disqualification of data for submission to
regulatory authorities.

Recruitment of qualified employees

The success of the company's business depends on its ability to attract and retain qualified professional,
scientific and technical staff. The company believes that its strong reputation is an advantage in attracting
employees. In addition, the company believes the wide range of clinical trials in which it participates allows it to
offer broad experience to existing and prospective employees.

Reliance on information technology

The company is reliant on information technology systems. Any disruption to these systems due to intemal or
extemal factors could materially affect the company's operations. The company maintains a number of
information technology security measures to mitigate the threat.

Brexit statement

The directors are aware of the uncertainties around Brexit and as such, the group has appointed a Brexit
steering committee that reviews how the company may be affected and monitors plans to mitigate the impact
that Brexit may have on the company.

On behalf of the board N

R S Pringle
Director

Date: RbSe/Jﬁalw‘X) 201




COVANCE CLINICAL RESEARCH UNIT LIMITED

DIRECTORS' REPORT
FOR THE YEAR ENDED 31 DECEMBER 2017

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

Directors

The directors who held office during the year and up to the date of signature of the financial statements were as
follows:

R A Aspbury (Resigned 22 December 2017)
R S Pringle

G A Eisenberg (Appointed 29 November 2017)
F S Eberts lll (Appointed 8 August 2018)

Results and dividends
The income statement is set out on page 9 and shows profit for the year.

The directors paid interim dividends during the year of £14,000,000 (2016 - £Nil). The directors do not
recommend the payment of a final dividend (2016 - £Nil).

Qualifying third party indemnity provisions
The company has made qualifying third party indemnity provisions for the benefit of certain directors during the
year. These provisions remain in force at the reporting date.

Research and development

The companies activities allow it to claim a research and development (RDEC) credit under current HMRC
legislation.

Disabled persons

Applications for employment by disabled persons are always fully considered, bearing in mind the aptitudes of
the applicant concerned. In the event of members of staff becoming disabled, every effort is made to ensure that
their employment within the company continues and that the appropriate training is arranged. It is policy of the
company that the training, career development and promotion of disabled persons should, as far as possible, be
identical to that of other employees.

Employee involvement

Regular meetings are held throughout the company for all employees to discuss sales, financial position and
prospects. Opportunity is given at these meetings for senior executives to be questioned about matters which
are of interest to the employees. Periodic electronic communication and the company intranet site is available to
all employees, which includes articles on developments within the company.

Future developments

The directors consider that the financial position at the year end is satisfactory and are confident of the long term
prospects of the company.

There are no plans to change the activities of the company, please see the strategic report for more details.

Auditor

RSM UK Audit LLP were appointed as auditor to the company and in accordance with section 485 of the
Companies Act 2006, a resolution proposing that they be re-appointed will be put at a General Meeting.

Strategic report

The company has chosen in accordance with Companies Act 2006, s. 414C(11) to set out in the company's
strategic report information required by Large and Medium-sized Companies and Groups (Accounts and
Reports) Regulations 2008, Sch. 7 to be contained in the directors’ report. It has done so in respect of financial
risks of the company and their management.




COVANCE CLINICAL RESEARCH UNIT LIMITED

DIRECTORS' REPORT (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2017

Statement of disclosure to auditor

So far as each person who was a director at the date of approving this report is aware, there is no relevant audit
information of which the company’s auditor is unaware. Additionally, each director has taken all the necessary
steps that they ought to have taken as a director in order to make themselves aware of all relevant audit
information and to establish that the company’s auditor is aware of that information.

Going concern

In the year ended 31 December 2017, the company recorded a profit before taxation. The company is forecast
to remain profitable for the foreseeable future and the strong financial position gives the directors a reasonable
expectation that the company will continue in operational existence for the foreseeable future, being at least 12
months from the signing of these financial statements. Accordingly, they continue to adopt the going concern
basis in preparing the annual reports and financial statements.

On behalf of the board

R S Pringle
Director

Date: Q"’ ..... 573’*@»«50) 20r¥




COVANCE CLINICAL RESEARCH UNIT LIMITED

DIRECTORS' RESPONSIBILITIES STATEMENT
FOR THE YEAR ENDED 31 DECEMBER 2017

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

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

« select suitable accounting policies and then apply them consistently;

« make judgements and accounting estimates that are reasonable and prudent;

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

 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.




INDEPENDENT AUDITOR'S REPORT TO THE MEMBERS OF COVANCE CLINICAL
RESEARCH UNIT LIMITED '

Opinion

We have audited the financial statements of Covance Clinical Research Unit Limited (the 'company') for the year
ended 31 December 2017 which comprise the Statement of Comprehensive iIncome, the Statement of Financial
Position, the Statement of Changes in Equity and notes to the financial statements, including a summary of
significant accounting policies. The financial reporting framework that has been applied in their preparation is
applicable law and United Kingdom Accounting Standards, including FRS 102 "The Financial Reporting
Standard applicable in the UK and Republic of Ireland” (United Kingdom Generally Accepted Accounting
Practice).

In our opinion the financial statements:
« give a true and fair view of the state of the company's affairs as at 31 December 2017 and of its profit for the
year then ended;
« have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Practice;
and
« have been prepared in accordance with the requirements of the Companies Act 2006.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (ISAs (UK)) and applicable
law. Our responsibilities under those standards are further described in the Auditor's responsibilities for the audit
of the financial statements section of our report. We are independent of the company in accordance with the
ethical requirements that are relevant to our audit of the financial statements in the UK, including the FRC's
Ethical Standard, and we have fulfilled our other ethical responsibilities in accordance with these requirements.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
opinion.

Conclusions relating to going concern
We have nothing to report in respect of the following matters in relation to which the ISAs (UK) require us to
report to you where:
* the directors' use of the going concern basis of accounting in the preparation of the financial statements is
not appropriate; or
« 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, 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 our report, we do not express any form of assurance conclusion thereon.

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

We have nothing to report in this regard.

Opinions on other matters prescribed by the Companies Act 2006
In our opinion, based on the work undertaken in the course of the audit:
« the information given in the strategic report and the directors' report for the financial year for which the
financial statements are prepared is consistent with the financial statements; and
 the strategic report and the directors' report have been prepared in accordance with applicable legal
requirements.




INDEPENDENT AUDITOR'S REPORT TO THE MEMBERS OF COVANCE CLINICAL
RESEARCH UNIT LIMITED (CONTINUED)

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 and the directors' report.

We have nothing to report in respect of the following matters where 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 5, 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.

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: http://www.frc.org.uk/auditorsresponsibilities. This description forms part of our
auditor’s report.

Use of our report

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

NSm vk Audk  LLF

Andrew Allchin FCA (Senior Statutory Auditor)

For and on behalf of RSM UK Audit LLP, Statutory Auditor
Chartered Accountants

Central Square

5th Floor

29 Wellington Street

Leeds

LS14DL




COVANCE CLINICAL RESEARCH UNIT LIMITED

STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED 31 DECEMBER 2017

Turnover
Cost of sales

Gross profit
Administrative expenses
Operating profit

Interest receivable and similar income
Interest payable and similar expenses

Profit before taxation

Tax on profit

Profit for the financial year

Other comprehensive income

Actuarial gain/(loss) on defined benefit pension
schemes

Tax relating to other comprehensive income

Total comprehensive income for the year

10

10

Notes

2017
£000

29,639
(1,040)

28,599

(18,285)

10,314

140
(170)

10,284

(962)

9,322

3,694
(628)

12,388

2016
£000

23,471
(691)

22,780

(15,213)

7,567

41
(144)

7,464

565

8,029

(3;,279)
557

5,307




Company Registration No. 02655166
COVANCE CLINICAL RESEARCH UNIT LIMITED

STATEMENT OF FINANCIAL POSITION
AS AT 31 DECEMBER 2017

2017 2016

Notes £000 £000 £000 £000
Fixed assets
Tangible assets 12 2,315 2,226
Current assets
Debtors 13 26,740 . 20,718
Cash at bank and in hand ) 7,206 9,671

33,946 30,389

Creditors: amounts falling due within
one year 14 (23,038) (13,741)
Net current assets 10,908 16,648
Total assets less current liabilities 13,223 18,874
Creditors: amounts falling due after
more than one year 15 (239) (322)
Provisions for liabilities 17 (213) (204)
Net assets excluding pension liability 12,771 18,348
Defined benefit pension liability 18 (2,843) (7,014)
Net assets 9,928 11,334
Capital and reserves
Called up share capital 19 - -
Profit and loss reserves 20 9,928 11,334
Total equity 9,928 11,334
The financial statements were approved by the board of directors and authorised for issue on QQST*EW Q01¥

and are signed on its behalf by:

R S Pringle
Director




COVANCE CLINICAL RESEARCH UNIT LIMITED

STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 DECEMBER 2017

Share Profit and Total
capital loss
reserves
Notes £000 £000 £000
Balance at 1 January 2016 ' . 5774 5774
Year ended 31 December 2016:
Profit for the year - 8,029 8,029
Other comprehensive income:
Actuarial loss on defined benefit plans - (3,279) (3,279)
Tax relating to other comprehensive income - 557 557
Total comprehensive income for the year - 5,307 5;307
Credit to equity for equity settled share-based payments 21 - 253 253
Balance at 31 December 2016 - 11,334 11,334
Year ended 31 December 2017:
Profit for the year - 9,322 9,322
Other comprehensive income:
Actuarial gains on defined benefit plans - 3,694 3,694
Tax relating to other comprehensive income - (628) (628)
Total comprehensive income for the year - 12,388 12,388
Dividends 1" - (14,000) (14,000)
Credit to equity for equity settled share-based payments 21 - 206 206
Balance at 31 December 2017 - 9,928 9,928

-10 -



COVANCE CLINICAL RESEARCH UNIT LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2017

1 Accounting policies

Company information

Covance Clinical Research Unit Limited is a private company limited by shares and is registered and
incorporated in England and Wales. The registered office and principal place of business is Springfield
House, Hyde Street, Leeds, LS2 9LH.

The company's principal activities and nature of its operations are disclosed in the Strategic Report.

Accounting convention

These financial statements have been prepared in accordance with FRS 102 “The Financial Reporting
Standard applicable in the UK and Republic of Ireland” (“FRS 102") and the requirements of the
Companies Act 2006, including the provisions of the Large and Medium Sized Companies and Groups
(Accounts and Reports) Regulations 2008.

The financial statements are prepared in sterling, which is the functional currency of the company.
Monetary amounts in these financial statements are rounded to the nearest £000.

The financial statements have been prepared under the historical cost convention. The principal
accounting policies adopted are set out below.

Reduced disclosures

This company is a qualifying entity for the purposes of FRS 102, being a member of a group where the
parent of that group prepares publicly available consolidated financial statements, including this company,
which are intended to give a true and fair view of the assets, liabilities, financial position and profit or loss
of the group. The company has therefore taken advantage of exemptions from the following disclosure
requirements: '

« Section 7 ‘Statement of Cash Flows’ — Presentation of a statement of cash flow and related notes
and disclosures;

» Section 11 ‘Basic Financial Instruments’ and Section 12 'Other Financial Instrument Issues’ -
Carrying amounts, interest income/expense and net gains/losses for each category of financial
instrument; basis of determining fair values; details of collateral, loan defaults or breaches, details
of hedges, hedging fair value changes recognised in profit or loss and in other comprehensive
income;

» Section 26 ‘Share based Payment' — Share-based payment expense charged to profit or loss,
reconciliation of opening and closing number and weighted average exercise price of share
options, how the fair value of options granted was measured, measurement and carrying amount
of liabilities for cash-settled share-based payments, explanation of modifications to arrangements;

« Section 33 ‘Related Party Disclosures’ — Compensation for key management personnel.

The financial statements of the company are consolidated in the financial statements of Laboratory
Corporation of America Holdings. These consolidated financial statements are available from its registered
office, 358 South Main Street, Burlington, NC 27215, United States of America.

Turnover

Where the company contracts directly with third party customers, profits on long term contracts are taken
as the work is carried out if the final outcome can be assessed with reasonable certainty. The profit
included is calculated on a prudent basis to reflect the proportion of the work carried out at the year end, by
recording turnover and related costs as contract activity progresses. Turnover is calculated as that
proportion of total contract revenue with costs incurred to date compared to total expected costs for that
contract. Income derived from variations on contracts are recognised only when those variations have
been accepted by the customer. Full provision is made for losses on all contracts in the year in which they
are first foreseen. .

-11-



COVANCE CLINICAL RESEARCH UNIT LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2017

1 Accounting policies {Continued)

Income from projects are recorded on the basis of the stage of the project reached in relation to completion
of the whole, sufficient income being reserved to cover future costs where losses are anticipated. Costs
are written off against revenue as incurred.

Unbilled receivables represent income recognised to date, less billings on account and are included in
debtors to the extent that income recognised to date exceeds billings on account. Where amounts received
by customers exceed income recognised to date, the excess is shown as income in advance and included
in creditors.

Research and development expenditure
Research expenditure is written off against profits in the year in which it is incurred.

Tangible fixed assets

Tangible fixed assets are initially measured at cost and subsequently measured at cost, net of depreciation
and any impairment. The initial measurement of costs includes expenditure that is directly attributable to
bringing the assets to the location and condition necessary for it to be capable of operating in the manner
intended by management.

The company adds to the carrying amount of an item of fixed assets, the costs of replacing part of such an
item when that cost is incurred, if the replacement part is expected to provide incremental future benefits to
the company. The carrying amount of the replaced part is derecognised. Repairs and maintenance costs
are charged to the statement of comprehensive income during the period in which they are incurred.

Depreciation is recognised so as to write off the cost of assets less their residual values over their useful
lives on the following bases:

Freehold property 2.5% straight line
Plant and machinery 6.67% - 33.3% straight line
Fixtures and fittings 10% - 33.3% straight line

The gain or loss arising on the disposal of an asset is determined as the difference between the sale
proceeds and the carrying value of the asset and is credited or charged to the statement of comprehensive
income,

The assets' residual values, useful lives and depreciation methods are reviewed and adjusted
prospectively if appropriate, or if there is an indication of a significant change since the last reporting date.

Impairment of fixed assets

At each reporting period end date, the company reviews the carrying amounts of its tangible assets to
determine whether there is any indication that those assets have suffered an impairment loss. If any such
indication exists, the recoverable amount of the asset is estimated in order to determine the extent of the
impairment loss (if any). Where it is not possible to estimate the recoverable amount of an individual asset,
the company estimates the recoverable amount of the cash-generating unit to which the asset belongs.

Recoverable amount is calculated at the higher of fair value less costs to sell and value in use. In
assessing value in use, the estimated 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 risks specific
to the asset for which the estimates of future cash flows have not been adjusted.

if the recoverable amount of an asset (or cash-generating unit) is estimated to be less than its carrying
amount, the carrying amount of the asset (or cash-generating unit) is reduced to its recoverable amount.
An impairment is recognised immediately in the statement of comprehensive income, unless the relevant
asset is carried at a revalued amount, in which case the impairment is treated as a revaluation decrease.

-12.



COVANCE CLINICAL RESEARCH UNIT LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2017

1 Accounting policies (Continued)

Financial instruments

The company has elected to apply the provisions of Section 11 ‘Basic Financial Instruments’ and Section
12 ‘Other Financial Instruments Issues’ of FRS 102 to all of its financial instruments.

Financial instruments are recognised when the company becomes party to the contractual provisions of
the instrument.

Financial assets and liabilities are offset, with the net amounts presented in the financial statements, when
there is a legally 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.

Basic financial assets

Basic financial assets, which include trade and other debtors, unbilled receivables, amounts owed by
group undertakings cash and bank balances, are initially measured at transaction price including
transaction costs and are subsequently carried at amortised cost using the effective interest method unless
the arrangement constitutes a financing transaction, where the financial asset is measured at the present
value of the future receipts, discounted at a market rate of interest.

Impairment of financial assets

Financial assets, other than those held at fair value through profit and loss, are assessed for indicators of
impairment at each reporting end date.

Financial assets are impaired where there is objective evidence that, as a result of one or more events that
occurred after the initial recognition of the financial asset, the estimated future cash flows have been
affected. If an asset is impaired, the impairment loss is the difference between the carrying amount and the
present value of the estimated cash flows discounted at the asset’s original effective interest rate. The
impairment loss is recognised in the statement of comprehensive income.

If there is a decrease in the impairment arising from an event occurring after the impairment was
recognised, the impairment is reversed. The reversal is such that the current carrying amount does not
exceed what the carrying amount would have been, had the impairment not previously been recognised.
The impairment reversal is recognised in the statement of comprehensive income.

Derecognition of financial assets

Financial assets are derecognised only when the contractual rights to the cash flows from the asset expire
or are seftled, or when the company transfers the financial asset and substantially all the risks and rewards
of ownership to another entity, or if some significant risks and rewards of ownership are retained but
control of the asset has transferred to another party that is able to sell the asset in its entirety to an
unrelated third party.

Classification of financial liabilities

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

Basic financial liabilities

Basic financial liabilities, including trade and other creditors and amounts due to group undertakings, are
initially recognised at transaction price, unless the arrangement constitutes a financing transaction, where
the debt instrument is measured at the present value of the future payments, discounted at a market rate
of interest.

Debt instruments are subsequently carried at amortised cost, using the effective interest rate method.

-13-



COVANCE CLINICAL RESEARCH UNIT LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2017

1 Accounting policies (Continued)

Derecognition of financial liabilities

Financial liabilities are derecognised when, and only when, the company’s contractual obligations are
discharged, cancelled, or they expire.

Equity instruments

Equity instruments issued by the company are recorded at the fair value of proceeds received, net of direct
issue costs. Dividends payable on equity instruments are recognised as liabilities once they are no longer
at the discretion of the company. ’

Taxation

The tax expense represents the sum of the current tax expense and deferred tax expense. Current tax
assets are recognised when tax paid exceeds the tax payable.

Current and deferred tax is charged or credited to the statement of comprehensive income, except when it
relates to items charged or credited to other comprehensive income or equity.

Current tax assets and current tax liabilities and deferred tax assets and deferred tax liabilities are offset, if
and only if, there is a legally enforceable right to set off the amounts and the entity intends either to settle
on the net basis or to realise the asset and settle the liability simuitaneously.

Current tax is based on taxable profit for the year. Current tax assets and liabilities are measured using tax
rates that have been enacted or substantively enacted by the reporting period.

Deferred tax is calculated at the tax rates that are expected to apply to the period when the asset is
realised or the liability is settled based on tax rates that have been enacted or substantively enacted by the
reporting date.

Deferred tax liabilities are recognised in respect of all timing differences that exist at the reporting date.
Timing differences are differences between taxable profits and total comprehensive income that arise from
the inclusion of income and expenses in tax assessments in different periods from their recognition in the
financial statements. Deferred tax assets are recognised only to the extent that it is probable that they will
be recovered by the reversal of deferred tax liabilities or other future taxable profits.

Employee benefits

The costs of short-term employee benefits are recognised as a liability and an expense, unless those costs
are required to be recognised as part of the cost of stock or fixed assets.

The cost of any unused holiday entitlement is recognised in the period in which the employee’s services
are received.

Termination benefits are recognised immediately as an expense when the company is demonstrably
committed to terminate the employment of an employee or to provide termination benefits.

-14-



COVANCE CLINICAL RESEARCH UNIT LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2017

1 Accounting policies (Continued)

Retirement benefits

For defined contribution schemes the amount charged to the statement of comprehensive income is the
contributions payable in the year. Differences between contributions payable in the year and contributions
actually paid are shown as either accruals or prepayments.

The cost of providing benefits under defined benefit plans is determined separately for each plan using the
projected unit credit method, and is based on actuarial advice.

The change in the net defined benefit liability arising from employee service during the year is recognised
as an employee cost. The cost of plan introductions, benefit changes, settlements and curtailments are
recognised as an expense in measuring profit or loss in the period in which they arise.

The net interest element is determined by multiplying the net defined benefit liability by the discount rate,
taking into account any changes in the net defined benefit liability during the period as a result of
contribution and benefit payments. The net interest is recognised in the statement of comprehensnve
income as other finance revenue or cost.

Remeasurement changes comprise actuarial gains and losses, the effect of the asset ceiling and the return
on the net defined benefit liability excluding amounts included in net interest. These are recognised
immediately in other comprehensive income in the period in which they occur and are not reclassified to
profit and loss in subsequent periods.

The net defined benefit pension asset or liability in the balance sheet comprises the total for each plan of
the present value of the defined benefit obligation (using a discount rate based on high quality corporate
bonds), less the fair value of plan assets out of which the obligations are to be settled directly. Fair value is
based on market price information, and in the case of quoted securities is the published bid price. The
value of a net pension benefit asset is limited to the amount that may be recovered either through reduced
contributions or agreed refunds from the scheme.

Share-based payments

Equity-settled share-based payments are measured at fair value at the date of grant by reference to the
fair value of the equity instruments granted using an appropriate pricing model. The fair value determined
at the grant date is expensed on a straight-line basis over the vesting period, based on the estimate of
shares that will eventually vest. A corresponding adjustment is made to equity.

When the terms and conditions of equity-settled share-based payments are subsequently modified, the fair
value of the share-based payment under the original terms and conditions and under the modified terms
and conditions are both determined at the date of the modification. Any excess of the modified fair value
over the original fair value is recognised over the remaining vesting period in addition to the grant date fair
value of the original share-based payment. The share-based payment expense is not adjusted if the
modified fair value is less than the original fair value.

Cancellations or settlements (including those resulting from employee redundancies) are treated as an
acceleration of vesting and the amount that would have been recognised over the remaining vesting period
is recognised immediately.

Leases

Rentals payable under operating leases, including any lease incentives received, are charged to income
on a straight line basis over the term of the relevant lease, except where another more systematic basis is
more representative of the time pattern in which economic benefits from the leased asset are consumed.
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COVANCE CLINICAL RESEARCH UNIT LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2017

1

Accounting policies (Continued)

Foreign exchange .

Transactions in currencies other than the functional currency (foreign currency) are initially recorded at the
exchange rate prevailing on the date of the transaction.

Monetary assets and liabilities denominated in foreign currencies are translated at the rate of exchange
ruling at the reporting date. Non-monetary assets and liabilities denominated in foreign currencies are
translated at the rate ruling at the date or the transaction, or, if the asset or liability is measured at fair
value, the rate when that fair value was determined.

All translation differences are taken to the statement of comprehensive income, except to the extent that
they relate to gains or losses on non-monetary items recognised in other comprehensive income, when the
related translation gain or loss is also recognised in other comprehensive income.
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COVANCE CLINICAL RESEARCH UNIT LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2017

2 Judgements and key sources of estimation uncertainty

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

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting
estimates are recognised in the period in which the estimate is revised where the revision affects only that
period, or in the period of the revision and future periods where the revision affects both current and future
periods.

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

Key sources of estimation uncertainty
The estimates and assumptions which have a significant risk of causmg a material adjustment to the
carrying amount of assets and liabilities are as follows.

Tangible fixed assets

Critical judgement

Determine whether there are indicators of impairment of the company's tangible assets. Factors taken into
consideration in reaching such a decision include the economic viability and expected future financial
performance of the asset and where it is a component of a larger cash generating unit, the viability and
expected future performance of that unit.

Estimation uncertainty

Tangible fixed assets are depreciated over their useful lives taking into account residual values where
appropriate. The actual lives of the assets and residual values are assessed annually and may vary
depending on the number of factors. In reassessing asset lives, factors such as technological innovation,
product life cycles and maintenance programmes are taken into account. Residual value assessments
consider issues such as future market conditions, the remaining life of the asset and projected disposal
values. See note 12 for carrying amounts of tangible fixed assets.

Defined benefit pension scheme

Critical judgement

To determine the appropriate underlying assumptions of the defined benefit pension scheme and its related
pension assets and liabilities. In doing this, the directors utilise the expertise of a third party in order to
agree these judgements.

Estimation uncertainty

The net pension liability as at the year end was £2,843,000 (2016 - £7,014,000). Estimation of the net
liability to pay pensions depends on a number of complex judgements relating to: the discount rate used,
the rate at which salaries are projected to increase, changes in retirement ages, mortality rate and
expected returns on Pension Fund investments. The company has engaged Capita Employee Benefits, a
firm of consulting actuaries, to provide expert advice about the assumptions to be applied. Details of the
key assumptions used are shown in note 18.
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COVANCE CLINICAL RESEARCH UNIT LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2017

3 Turnover ‘

An analysis of the company's turnover is as follows:

2017
£000
Turnover analysed by class of business
Clinical research services to the pharmaceutical industry 29,639
2017
£000
Turnover analysed by geographical market
United Kingdom 8,031
Rest of Europe 4,734
North America 13,422
Japan 2,305
Rest of the World 1,147
29,639

4 Employees

2016
£000

23,471

2016
£000

7,164
5,315
9,034
1,133

23,471

The average monthly number of persons (including directors) employed by the company during the year

was:

2017
Number
Operations 259
Administration 27
286

Their aggregate remuneration comprised:
2017
£000
Wages and salaries 11,677
Social security costs 1,218
‘Pension costs 830
13,725

2016
Number

236
28

264

2016
£000

9,863
949
688

11,500

Included in wages and salaries is a total expense relating to share-based payments of £205,697 (2016 -

£253,087) all of which relates to equity settled share-based payments transactions.
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COVANCE CLINICAL RESEARCH UNIT LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2017

5 Directors' remuneration

Remuneration for qualifying services

2017
£000

2016
£000

238

The number of directors for whom retirement benefits are accruing under defined contribution schemes

amounted to 0 (2016 - 1).

Remuneration disclosed above include the following amounts paid to the highest paid director:

Remuneration for qualifying services
Company pension contributions to defined contribution schemes

6 Operating profit
Operating profit for the year is stated after charging/(crediting):
Foreign exchange losses/(gains)
Research and development credits
Depreciation of owned tangible fixed assets
Share-based payments
Operating lease charges
7 Auditor's remuneration

Fees payable to the company's auditor and its associates:

For audit services
Audit of the financial statements of the company

For other services
Taxation compliance services
All other non-audit services

2017
£000

2017
£000

351

(1,889)
292
206
338

2017
£000

2016
£000

2016
£000

(727)

(1,539)
356
253
321

2016
£000

6

Audit and non-audit fees for the year ended 31 December 2017, are in relation to the company's auditor,
RSM UK Audit LLP. Audit and non-audit fees for the year ended 31 December 2016, relate to the

company's auditor for the prior year, BDO LLP.
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COVANCE CLINICAL RESEARCH UNIT LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2017

8 Interest receivable and similar income
2017 2016
£000 £000
Interest income
interest on bank deposits 47 41
Other interest income 93 -
Total income 140 41
9 Interest payable and similar expenses
2017 2016
£000 £000
Net interest on the net defined benefit liability 170 144
10 Taxation
2017 2016
£000 £000
Current tax
UK corporation tax on profits for the current period 872 -
Adjustments in respect of prior periods - (626)
Total current tax 872 (626)
Deferred tax
Origination and reversal of timing differences 90 53
Changes in tax rates - 28
Adjustment in respect of prior periods - (20)
Total deferred tax 90 61
Total tax charge/(credit) 962 (565)

)l
|
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COVANCE CLINICAL RESEARCH UNIT LIMIT_ED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2017

10

1

Taxation (Continued)

The total tax charge/(credit) for the year included in the income statement can be reconciled to the profit

before tax multiplied by the standard rate of tax as follows:

Profit before taxation

Expected tax charge based on the standard rate of corporation tax in the UK

of 19.25% (2016: 20.00%)

Tax effect of expenses that are not deductible in determining taxable profit

Adjustments in respect of prior years

Group relief

Permanent capital allowances in excess of depreciation
Other permanent differences

Deferred tax adjustments in respect of prior years
Amounts (charged)/credited directly to equity

Deferred tax (charged)/credited directly to equity
Change in rate of tax

Taxation charge/(credit) for the year

2017
£000

10,284

1,980

(998)
(12)
711

(628)
(95)

962

2016
£000

7,464

In addition to the amount charged/(credited) to the statement of comprehensive income, the following
amounts relating to tax have been recognised directly in other comprehensive income:

Deferred tax arising on:

Actuarial differences recognised as other comprehensive income

Dividends
2017
Per share
£000
Ordinary shares
Interim paid 140.00

Total dividends ‘
interim paid

2016
Per share
£000

Interim dividends of £140,000 per Ordinary share were paid during the year.

2017
£000

628

2017
Total
£000

14,000

14,000

2016
£000

(557)

2016
Total
£000
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COVANCE CLINICAL RESEARCH UNIT LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2017

12 Tangible fixed assets

Freehold Assets under Plantand Fixtures and Total
property construction machinery fittings
£000 £000 £000 £000 £000
Cost
At 1 January 2017 3,348 32 3,588 409 7,377
Additions - 381 ' - - - 381
Disposals - - (5) - (5)
Transfers - (21) 21 - -
At 31 December 2017 3,348 392 3,604 409 7,753
Depreciation and impairment
At 1 January 2017 1,685 - 3,098 368 5,151
Depreciation charged in the year 74 - 21 7 292
Eliminated in respect of disposals - - 5) - (5)
At 31 December 2017 1,759 - 3,304 375 5,438
Carrying amount
At 31 December 2017 1,589 392 300 34 2315
At 31 December 2016 1,663 32 490 41 2,226
13 Debtors
2017 2016
Amounts falling due within one year: £000 £000
Trade debtors 9,577 5,972
Unbilled receivables 6,361 6,646
Corporation tax recoverable 2,756 2,925
Amounts owed by group undertakings 7,302 3,694
Other debtors 166 1
Prepayments and accrued income 95 288
26257 19,526
Deferred tax asset (note 16) 483 1,192
26,740 20,718
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COVANCE CLINICAL RESEARCH UNIT LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2017

14 Creditors: amounts falling due within one year

2017 2016

£000 £000
Payments received on account 12,768 7,562
Trade creditors 1,272 442
Amounts due to group undertakings 6,409 3,673
Other taxation and social security 1,720 1,222
Accruals and deferred income 869 842

23,038 13,741
15 Creditors: amounts falling due after more than one year

2017 2016

£000 £000
Other creditors 239 322

16 Deferred taxation
The major deferred tax liabilities and assets recognised by the company are:
Liabilities Liabilities Assets Assets
2017 2016 2017 2016
Balances: £000 £000 £000 £000
Accelerated capital allowances 323 295 - -
Defined benefit pension scheme - - 483 1,192
Short term timing differences (110) 91) - -
213 204 483 1,192
2017

Movements in the year: £000
Net asset at 1 January 2017 . (988)
Charge to profit or loss 90
Charge to other comprehensive income 628
Net asset at 31 December 2017 (270)
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COVANCE CLINICAL RESEARCH UNIT LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2017

17

18

Provisions for liabilities

2017 2016

Notes £000 £000

Deferred tax liabilities 16 213 204
Retirement benefit schemes

. 2017 2016

Defined contribution schemes £000 £000

Charge to profit or loss in respect of defined contribution schemes 515 433

The company operates a defined contribution pension scheme for all qualifying employees. The assets of
the scheme are held separately from those of the company in an independently administered fund.

Contributions amounting to £69,469 (2016 - £58,307) were payable to the fund and are included in
creditors.

Defined benefit schemes
The company operates a defined benefit scheme for qualifying employees.

This note relates to the Covance Clinical Research Unit Pension Scheme (the Scheme), which is a final
salary pension scheme and was closed to new entrants with effect from 31 August 2002. Employed
members continue to accrue benefits that are linked to final pensionable salary and service at date of
retirement (or date of leaving the Scheme if earlier).

The Scheme assets are held in a separate trustee-administered fund to meet long-term pension liabilities
to past and present employees. The trustees are required to act in the best interests of the Scheme's
beneficiaries.

The liabilities of the scheme are measured by discounting the best estimate of future cash flows to be paid
out by the Scheme using the projected credit unit method, which is an accrued benefits valuation method
in which liabilities make allowance for projected salaries.

The liabilities set out in this note have been calculated by an independent actuary based on the most
recent full actuarial valuation at 30 June 2015, updated to 31 December 2017. The results of the
calculations and the assumptions that have been adopted are shown below.

2017 2016
Key assumptions % %
Discount rate 2.50 2.65
Expected rate of increase to deferred pensions 2.20 240
Expected rate of salary increases 3.55 3.75
Inflation (RPI) 3.20 3.40
Inflation (CP!) 2.20 2.40
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COVANCE CLINICAL RESEARCH UNIT LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2017

18 Retirement benefit schemes (Continued)

Mortality assumptions 2017
Assumed life expectations on retirement at age 65: Years
Retiring today

- Males 222
- Females 241

Retiring in 20 years

- Males 23.9
- Females 259

2017
Amounts recognised in the income statement £000
Current service cost 470
Net interest on defined benefit liability/(asset) 170
Total costs 640

2017
Amounts taken to other comprehensive income £000
Actual return on scheme assets (2,328)

Less: calculated interest element -

Return on scheme assets excluding interest income (2,328)
Actuarial changes related to obligations (1,366)
Total costs/(income) (3.694)

The amounts included in the statement of financial position arising from the
company's obligations in respect of defined benefit plans are as follows:

2017
£000
Present value of defined benefit obligations 38,978
Fair value of plan assets (36,135)
Deficit in scheme 2,843

2016
Years

2016
£000

2016
£000

39,393
(32,379)

7,014

-25-



COVANCE CLINICAL RESEARCH UNIT LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2017

18 Retirement benefit schemes (Continued)

Movements in the present value of defined benefit obligations

Liabilities at 1 January 2017

Current service cost

Benefits paid

Contributions from scheme members
Actuarial gains and losses

Interest cost

At 31 December 2017

The defined benefit obligations arise from plans funded as follows:

Wholly unfunded obligations
Wholly or partly funded obligations

Movements in the fair value of plan assets

Fair value of assets at 1 January 2017

Return on plan assets (excluding amounts included in net interest)
Benefits paid

Contributions by the employer

Contributions by scheme members

Interest income

At 31 December 2017

The analysis of the scheme assets at the reporting date were as follows:

Equity instruments
Investment funds
Other

2017
£000

11,287

24,698

36,135

2017
£000

39,393
470
(730)
177
(1,366)
1,034

38,978

2017
£000

38,978

38,978

2017
£000

32,379
2,328
(730)
1,117

864

36,135

2016
£000

10,953
21,319

32,379

-26-



COVANCE CLINICAL RESEARCH UNIT LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2017

19

20

21

22

23

Share capital
2017 2016
£000 £000

Ordinary share capital

Issued and fully paid

100 Ordinary shares of £1 each

Ordinary shares are non redeemable, holding full voting rights and the right to received dividends.
Reserves

Profit and loss reserves
Cumulative profit and loss of distributions to owners.

Share-based payment transactions

Restricted stock awards in Laboratory Corporation of America Holdings are made to senior managers at
the discretion of the company. These awards are over a three year period with 33% received one year
after the grant date, 34% two years after the grant date and the balance three years after the grant date.

The expense recognised for share-based payments in respect of these Restricted Stock Units for employee
services received during the year amounts to £205,697 (2016 - £253,087), all of which relates to equity
settled share-based payment transactions. The fair value was obtained from the open market share value
of the shares issued on the grant date.

Operating lease commitments

Lessee

At the reporting end date the company had outstanding commitments for future minimum lease payments
under non-cancellable operating leases, which fall due as follows:

2017 2016

£000 £000

Within one year 505 506
Between one and five years 315 821
820 1,327

Ultimate parent company

The company's immediate parent is Covance Clinical and Periapproval Services Limited.

The company's ultimate parent is Laboratory Corporation of America Holdings, a company incorporated in
the United States of America and is the smallest and largest group for which consolidated accounts
including the company are prepared. The consolidated accounts of Laboratory Corporation of America
Holdings are available from its registered office, 358 South Main Street, Burlington, NC 27215, United
States of America.
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