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“IT HAS BEEN A PRIVILEGE TO WORK
ALONGSIDE CHARLES AND THE REST OF
THEELEMENT MANAGEMENT TEAM OVER

THE LAST EIGHT YEARS AS WE HAVE 4§

TRANSFORMED ELEMENT INTO A GLOBAL §
LEADER, RECOGNIZED FOR SUPPORTING ¥

CUSTOMERS OPERATING IN SOME OF ~

THE MOST COMPLEX AND ADVANCED
INDUSTRIALSUPPLY CHAINS.IAMHUGELY
EXCITED ABOUT LEADING ELEMENT AND

ITS TALENTED MANAGEMENT TEAM ON

THE NEXT STAGE OF OUR EXCITING
GROWTH JOURNEY.”

Jo Wetz
CEO
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2019 HIGHLIGHTS
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26%

GROUP REVENUE CAGR
(2010 - 2019)

US $241TM"

ADJUSTED EBITDA
(AT CONSTANT CURRENCY)
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STRATEGIC
ACQUISITIONS
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US $821M

REVENUE
(US $847M AT CONSTANT CURRENCY)




ELEMENT IN NUMBERS

LABORATORIES & PEOPRLE

199

LABORATORIES WORLDWIDE TESTING EXPERTS

OVER
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WORLD CLASS
ESTING PROVIDER
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5 SECTORS
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CONNECTED AEROSPACE TRANSPORTATION ENERGY FIRE &
TECHNOLOGIES & INDUSTRIALS BUILDING
PRODUCTS

5 CONTINENTS

THE EUROPE MIDDLE EAST ASIA AUSTRALASIA
AMERICAS & AFRICA

5 SERVICES

MATERIALS PRODUCT CALIBRATION CERTIFICATION ADVISORY
TESTING QUALIFICATION
TESTING







_ATERKIALS AND PRODUCTS
MP\WE TEST,INSPECT AND CERTIFY
FOR OUR CUSTOMERS ARE SAFE,

QUALITY, COMPLIANT AND FIT
FOR PURPOSE.




SSAFETY

We keep our colleagues
“»" and visitors safe. f

EXCELLENC

We set new standards of
excellence in everything we do.
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to do the right thing. -
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~ We work together for the
benefit of our customers.
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CHAIRMAN S REPORT

By maintaining focus on our priorities, we remain on course to achieve our
mission and vision to be the world s best and most trusted testing partner.
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CHATRMAN’S
REPORT

Allan Leighton
Non-Executive Chairman

e

2019 has been a year of great progress for
Element with the formal completion of
the Exova integration and continued focus
on expanding the Group’s strategy with
further investment made in our priority
areas of people and operational excellence.
Element’s core values of safety, integrity,
excellence and partnership have underpinned
our successes in 2019 and | am pleased to

report that we have seen many examples of
the values demonstrated across the business
over the past year.

GROWTH

Group revenue grew at 2% on a reported basis using constant currency
rates (0.6% reduction using actual rates), but continued to grow in
line with historic levels when acquisitions completed in 2019 were
included on a pro-forma basis. Strong performance in Fire & Building
Products, an excellent second half of the year for Aerospace and some
encouraging signs of recovery in our core energy testing operations,
were offset by isolated market headwinds in US transportation and
the downturn in Middle East construction-related testing demand.
We have continued to make significant investments to ensure Element
remains ideally placed for organic growth in 2020.

In July, we announced the formal completion of the Exova integration,
an ambitious program that saw 135 locations successfully rebranded
and integrated into Element in less than 24 months.

This has been a truly transformational transaction, the second largest
in the history of the testing, inspection and certification (TIC) market,
creating the Element of today which is a world class, customer-first
testing organization with greater capabilities, capacity, global reach
and superior technical strength.

Also in July, global investment company Temasek acquired a significant
minority stake in the Group, with Bridgepoint remaining as majority
shareholder. This investment will help accelerate the further growth
and development of the Group, particularly in Asia.

We have also seen growth through our M&A activities, including
bolt-on acquisitions in Aerospace and Transportation & Industrials
that have continued to strengthen Element’s capabilities and market
positioning within these sectors. At the end of 2019, we completed
a major transaction to acquire PCTEST, a leading provider of
connected devices testing services. This marked a significant strategic
development for the Group, expanding into two new countries, as well
as the opportunity to expand this expertise to our existing markets.
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PEOPLE

Our people are at the heart of our business and we have continued
to focus on the development of technical skills and capabilities across
our global operations, engaging our colleagues through effective
communications and ensuring the highest standards of ethical conduct
are met. The expertise of our people continues to be in high demand,
clearly demonstrated by Element’s presence on a number of national
and international standards committees.

Safety remains our number one value and over the year the rolling
12-month recordable injury rate fell from 1.35 to 0.95. The SHE
activities continue to mature, achieving 1ISO 45001 at various locations
globally as a benchmark of success, and we remain committed
to creating an injury free workplace. We once again ran a range
of programs throughout the year to drive safety awareness and
engagement including our annual Safety Improvement Week.

Delivering an excellent customer experience is crucial and | am pleased
to report that our NPS score improved to +50 compared with +41 at
the end of 2018. NPS is a key measure of our customer’s satisfaction
and willingness to recommend us as a partner. This reflects an
underlying improvement in performance across each of our sectors
and is based on richer data and deeper insight.

We have also built significantly on work done in 2018 to implement a
wide range of policies and procedures that underpin how we operate,
covering everything from safety and quality, to anti-bribery and
corruption. These were brought together in one overarching Code
of Conduct to provide a clear and straightforward framework for
every Element colleague, which helps build trust between us and our
customers, suppliers and other stakeholders.

OPERATIONAL EXCELLENCE

At the start of the year, we set a goal to have an active Sort, Setin order,
Shine, Standardize and Sustain (55) and Safety, Quality, Delivery &
Cost (SQDC) program in all locations, and | am delighted to report
that many of our global sites have embraced this way of working. We
are starting to see the impact and results of having a globally consistent

structured, clean and well-organized workplace and we are receiving
positive feedback from our customers and our employees, which is a
great step forward in our operational excellence journey.

Increasingly, our laboratories are adopting a continuous improvement
mindset and this process continues to identify ever-increasing
examples of marginal gains as well as some substantial improvements
such as a positive impact on key customer metrics including first-time
right and turnaround times.

2020

As we develop the business, we evolve our core priorities. Qur view
is that greater customer-centricity and application of operational
excellence tools will deliver strong organic growth performance.
With Operational Excellence becoming part of our everyday DNA,
innovation and a focus on the customer will join people as our core
objectives for 2020. By maintaining our focus on these priorities,
we will remain on course to achieve our mission and vision to be the
world’s best and most trusted testing partner.

| would like to pay tribute to Charles Noall who, after 17 years
leading the Group (and its predecessor Stork Materials Technology),
announced his retirement in December 2019. He has made animmense
contribution to the development of Element since its inception in 2010
and his leadership focus and clarity of purpose have helped to build
a powerful brand with a great reputation. | would also like to wish
Jo Wetz, who in his eight years at Element has been instrumental in
growing the Group, every success in his role as CEO.

Finally, the worldwide COVID-19 pandemic is forcing governments
to implement restrictive measures in an attempt to curb the spread
of the virus. Our priorities are to safeguard the health and safety of
our employees and ensure continuity of our operations. While the
duration and impact of the COVID-19 virus remains uncertain, the
Board continues to look to the future with confidence as we move into
the next decade.

1"y
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TRANSITION
STATEMENT

TRUSTED SUCCESSION -
CONTINUITY, CONSISTENCY, CLARITY.

After 17 years leading the Element Group and its predecessor,
Stork Materials Technology, Charles Noall stepped down from
the role of President and Chief Executive Officer (CEO) and
retired on 31 December 2019. Charles remains on the Board of
the Group as a non-executive director, ensuring that we retain
the benefits of his significant experience. Jo Wetz, who had been
serving as Element’s Chief Financial Officer (CFO) since 2012,
succeeded Charles and was appointed to the position of CEO on
31 December 2019.

@ﬁmﬂent \
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Charles was appointed as Element’s CEO in July 2009 and made an
outstanding contribution during his tenure: transforming the Group’s
businesses to deliver excellent service to our customers; developing
our people; and generating great returns for our shareholders. We
wish him well in his retirement and thank him for his distinguished
service and leadership.

Jo joined Element in 2012 as CFO and has an impressive track record
both during his time at Element and in his previous executive career.
His broad international experience and strong leadership capabilities
will ensure that Element continues to drive improved operational
performance andcapitalize on the significant opportunities togenerate
continued sustainable profitable growth.




( ( It has been a privilege to work
alongside Charles and the rest

of the Element management team

over the last eight years as we have

transformed the company into

a global leader, recognized

for supporting customers

operating in some of

the most complex and

advanced industrial

supply chains.

In Jo’s previous role as an investor at 3i, he led, alongside Charles,
the original buyout of Element in 2010 before joining as CFO. In
2016, Charles and Jo led the sale of Element to Bridgepoint and
the subsequent take-private of the Exova Group in 2017, a US $1bn
transaction that doubled the size of the Group and, at the end of 2018,
concluded the transaction that welcomed Temasek as a significant
minority shareholder.

Jo has been instrumental in growing the Group from 23 locations
across five geographies with 600 employees to Element’s position
today as one of the fastest growing privately-held testing businesses,
with almost 200 locations operating in over 30 countries and over
6,600 employees.

I am hugely excited about leading
Element’s talented management team
on the next stage of our exciting growth
journey. | am also delighted that Charles
will remain on the Board, as a non-
executive director, where his knowledge
of the TIC sector and Element will
continue to be a major asset. , )

Jo Wetz, CEO

In December 2019 we announced that Niall McCallum was appointed
as Interim CFO, effective 31st December 2019. Niall has been with
Element for almost three years as Group Finance Director responsible
for the financial operations and performance of sectors, together with
finance transformation. Niall will return to the Group Finance Director
role when Ruth Prior joins as CFO later in 2020. Ruth joins Element
having previously been CFO of a number of FTSE 100 companies and
large private equity backed groups, reflecting the scale of Element’s
ambitions.

This leadership transition is a great example of succession planning
and will provide strong continuity as Element pursues its vision of
becoming the world’s most trusted testing partner.
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I am delighted to report that 2019 has seen
Element take significant strides forward
in its growth journey as a world leading

provider of testing, inspection and certification Elementhasseenanother strongyear of developmentthroughanumber
services to many of the world’s leading of key achievements; the number of safety incidents ha; dropped to
organizations. We have seen continued a recorq !ow, and we have atFrgcted great talent and @plemented
. . R new training programs for existing employees. The majority of the
progress in our operational, strategic and Group has performed in line with expectations; we have acquired four
financial development, adding new customers, businesses, opened four new laboratories and successfully completed
establishing four new laboratories, investingin the integration of co-located facilities in Houston and Los Angeles. We
organic growth, completing four acquisitions, also rebranded our Oil & Gas and Infrastructure sector to Energy in
completing the ambitious integration program recognition of global changes in energy production and shift in key
.. , customer focus, reflecting the evolution of the energy landscape.
of Exova and maximizing the Group’s return
on assets. As a result, our operating profit Our financial performance in 2019 was stable delivering US $236m
margins have remained strong despite adjusted EBITDA with good growth in our Aerospace and Fire & Building
headwinds in the US transportation sector Products sectors, offset by market related headwinds in the global
and Middle East civil construction market. automotive and Middle East infrastructure sectors. Strategic goals
Despite these challenges, we start Element’s remain unc.hanged in that we cor?tnlr.mued to improve custorrl.er sgrvuce
. A .. and invest in our people and facilities to enhance our position in the
10th y(-'fa.r confident in our market position; market. By targeting both organic growth and strategic acquisitions,
our ability to serve our 50,000 customers; we have maintained a clear focus on maximizing opportunities that
and the strength of our operational delivery have resulted in Element’s market leading positions.
with over 6,600 experts, all underpinned by
strong financial resources. SAFETY

Safety is Element’s number one value and at the forefront of everything
that we do. In 2019, the number of recordable injuries decreased by
30% year-on-year (2018: 25%), with our recordable injury rate falling
below 1.0 for the first time, a notable achievement. As a group, we
continuously invest in our facilities and colleagues to demonstrate
the importance of safety, and our annual Safety Improvement
Week is a real driver of continual improvement in our safety record.

This year, an impressive 5,204 colleagues across our 199 locations
/ worldwide took part in the annual Safety Climate Survey, which is a
clear demonstration of the strength of the safety culture across the
Group and is an indication of a trend that is set to continue well into

I 5 O the future.
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