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FLIR Systems

Limited

Annual report and financial statements
31 December 2019

Directors’ Report
The directors present their annual report and the audited financial statements for the year énded 31 December
2019.

For the year ended 3] December 2019 the basis of preparation of these accounts has changed from FRS102
to FRS 101.

Dividends
There was a £14.5m final dividend paid in respect of the year ended 31 December 2019 (2018: £28.1m).

Directors’ interests

The directors who held ¢ffice during the year and to the date of signing were as follows:

CJ Cooper ' HF Christiansen (resigned 24 February 2020)
S Galindo (appointed 20 April 2020)

Political contributions

The Company made no political donations or incuired any political expenditure during the year.

Covid 19

On 11 March 2020, the World Health Organisation declared the Covid-19 outbreak to be a pandemic. Many
governments are taking stringent steps to help contain the spread of the virus, including requiring seif-
isolation or quarantine by those potentially affected, implementing social distancing measures, and
controlling or closing boiders and “locking-down” cities regions or even entire countries. There has also
been a significant increase in economic uncertainty, evidenced by more volatile asset prices and currency
exchange rates, and a significant decline in long-term interest rates in developéd economies.

At present, the impact of Covid-19 is not expected to have any material effect that may cast significant doubt
on the entity’s ability to continue as a going concern. Due to the nature of the Company’s principal activity
ds detailed in the Strategic Report, operations have continued with minimal disruption. The directors have
assessed the impact of Covid-19 on the entity’s continuing operations to not be material, and due to the
nature of its customers and applications, Covid-19 i§ not considered a principal risk

Going concern

The financial statements of the Company have been prepared on a going concérn basis which the directors
consider to be appropriate as at the dat¢ of their approval for the reasons outlined below.

At the'year end the company’s balarice sheet showed net assets of £4,186k (2018: £14,289k).

The directors have prepared cash flow forecasts for a period of 15 months from the date of approval of these
financial statements which indicate that, taking account of reasonably possible downsides. The nature of the
Company’s operations, as detailed in the principal activities section of the Strategic Report, has seen limited
impact from Covid-19 on oider levels or margins. Given the strength of the order book, both future and
backlog, and the current positive operating cash flow in the period since year end, the Directors are confident
that the'company will have sufficient funds to contiriue to meet its liabilities as they fall due for at least 15
months from the date of approval of the financial statements.

Consequently, the directors have prepared the financial statements on a going concern basis.

1320288 /31 Deceémber 2019
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Annualvepori and financial stctéiments
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Directors’ Report (Continued)

Disclosuie of information to auditor

Each of the persoris who is a difectar at the date of approval of this annual feport confirms that:

® so. far as the directors are aware; there is no relévant audit information of which ‘the Company's auditor is
‘unaware; and

® the directors have taken all the steps that they ought to have tiken as directors: in order to make themselves
aware of any relevant -audit information, and fo establish that the Company's auditor is aware: of that
information.

This confirmation. is' given and should be. interpreted in accordance with the provisions of s418 of the Companies.Act

20086.

Auditor

Pursuant toS ection. 487 of the Compames Act 2006; the auditors will be deemed to be teappointed and
KPMG LL|

‘will therefore continue in office.

i

By ordgr bfithe bodrd
Craig JFOOPEI
Directy 2 Kings Hill Avenue
Klngs Hill

12% December 2020 West Malling,Kent, ME19 4AQ
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Strategic Report

Principal activities

The principal activity of the Company during'the year continued to be the sale, service and maintenance of infrared

systems and thermographic equipment in the EMEA geographies.

FLIR’s equipment serves customers through a number of applications in government & defence, industrial, and
commercial marketplaces. Its customer base is predominantly made up of large OEMs or European Government
agencies. The company continues to see strong interest and orders for its products and services at a consistent margin
and-has a strong order backlog for its products. Despite the current economic challenges and pressure on Government
spending the Company has continued to generate cash in line with expectations through 2020.The current economic

situation has also not had a materjal detrimental impact on expenses either.

The Company is a subsidiary undertaking of FLIR Systems Inc., a company incorporated in the United States of America

which is also the ultimate controlling party.

Business review

2019 revenue increased by £5.3m on 2018 levels; mainly through strong opening backlog and increased
demand for our Airborne products. Gross margins increased by £1.2m due to the higher Revenue levels.
Administrative expenses increased by £0.9m compared with the prior year driven by a circa £1m legal

settlement.

Review of the Principal Risks and Uncertainties facing the Business

A comprehensive schedule of the risks facing the business is identified within the 10-K filing of the US
Parent FLIR Systems Inc. (NASDAQ: FLIR). Of those identified the following have the potential to have
a disproportionate effect on the UK business:

Foreign exchange fluctuations — a significant proportion of the company’s costs and revenues are
denominated in foreign currencies (mainly Euros and USD), as such the company is at risk to
fluctuations in these currencies against GBP. Where possible the company endeavours to
minimise this risk by matching in and out flows of these currencies. During 2019 the company
had a loss on foreign currency of £1,056k (2018: loss of £981k).

The ability to secure export licences - a large percentage of the revenue generated in the UK
business is from products that are subject to the export license controls of various countries’
governments. A significant change in the landscape for granting Export Licenses for these
products would have a corresponding impact on the UK business.

In addition to those risks identified above, the impact of the UKs departure from the EU is likely
to have a detrimental effect on the UK business in both the short and longer term. The full impact
of this will be better known once the terms of the departure are fully understood.

By order thejboard

12 December 2020
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STATEMENT OF DIRECTORS’ RESPONSIBILITIES IN RESPECT OF THE STRATEGIC
REPORT, THE DIRECTORS’ REPORT AND THE FINANCIAL STATEMENTS

The directois are responsiblé for preparing the Strategic Report, the Directors’ Report and the financial
statements in accordarice with applicable law and regulations.

Company law requires the directors to prepare financial statements for each financial year. Under that law
they have élected to prepare the finangcial statements in accordance with UK accounting standards and
applicable law (UK Generally Accepted Accourting Practice), including FRS 101 Reduced Disclosure
Framework.

Under company faw the di;'e_qtor§ 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 prpﬁt or loss of the company
for that period. Inpreparing these financial statements, the directors are réquired to:

» sélect suitable accounting policies and then apply them consistently;
e make judgements and estimates that ate reasonable and prudent;

o state whether applicable UK accounting standards have been followed, subject to any ‘material
departures disciosed and explained in the financial statements;

e assess the company’s ability to continue as a going concern, disclosing, as applicable, matters related
to going concern; and

» use the going concern basis of accounting unless they either intend to'liquidate the company or to cease
qpera_t'ions, or have no realistic alternative but to do so.

The directors are responsible for keeping adequate dccounting records that are sufficient to show and explain
the company’s transactions and disclose with reasorable 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 responsible for such intérhal control as they détermine is necessary to enable the preparation of
financial statements that are free from material misstatement, whether due to fraud or error, and have general
responsibility for taking such steps as are reasonably open to them to safeguard the assets of the company
and to prevent and detect fraud and other irregularities.

1320288 / 31 Decembier 2019




INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF
FLIR SYSTEMS LIMITED

Opinion
We have audited the financial statements of Flir Systems Limited (“the company”) for the year ended 31

December 2019 which comprise the Profit and Loss Account, Balance Sheet, Statement of Changes in
Equity and related notes, including the accounting policies in note 1.

In our opinion the financial statements:

o give atrue and fair view of the state of the company’s affairs as at 31 December 2019 and of its profit
for the year then ended;

e have been properly prepared in accordance with UK accounting standards, including FRS 101 Reduced
Disclosure Framework; and

o 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 are described below. We have fulfilled our ethical responsibilities
.under, and are independent of the company in accordance with, UK ethical requirements including the FRC
Ethical Standard. We believe that the audit evidence we have obtained is a sufficient and appropriate basis

for our opinion.
Going concern

The directors have prepared the financial statements on the going concem basis as they do not intend to
liquidate the company or to cease its operations, and as they have concluded that the company’s financial
position means that this is realistic. They have also concluded that there are no material uncertainties that
could have cast significant doubt over its ability to continue as a going concern for at least a year from the
date of approval of the financial statements (“the going concern period”).

We are required to report to you if we have concluded that the use of the going concern basis of accounting
is inappropriate or there is an undisclosed material uncertainty that may cast significant doubt over the use
of that basis for a period of at least a year from the date of approval of the financial statements. In our
evaluation of the directors’ conclusions, we considered the inherent risks to the company’s business model
and analysed how those risks might affect the company s financial resources or ability to continue operations
over the going concern period. We have nothing to report in these respects. '

However, as we cannot predict all future events or conditions and as subsequent events may result in
outcomes that are inconsistent with judgements that were reasonable at the time they were made, the absence
of reference to a material uncertainty in this auditor's report is not a guarantee that the company will continue
in operation.

Strategic report and directors’ report

The directors are responsible for the strategic report and the directors’ report. Our opinion on the financial
statements does not cover those reports and we do not express an audit opinion thereon.

Our responsibility is to read the strategic report and the directors’ report and, in doing so, consider whether,
based on our financial statements audit work, the information therein is materially misstated or inconsistent
with the financial statements or our audit knowledge. Based solely on that work:

. we have not identified material misstatements in the strategic report and the directors’ report;

° in our opinion the information given in those reports for the financial year is consistent with the
financial statements; and



. in our opinion those reports have been prepared in accordance with the Companies Act 2006.

Matters on which we are required to report by exception
Under the Companies Act 2006 we are required to report to you if, in our opinion:

e adequate accounting records have not been kept, or returns adequate for our audit have not been received
from branches not visited by us; or

= the financial statements are not in agreement with the accounting records and returns; or
e  certain disclosures of directors’ remuneration specified by law are not made; or
s we have not received all the information and explanations we require for our audit; or

e thedirectors were not entitled to take advantage of the small companies exemption from the requirement
to prepare a strategic report.

We have nothing to report in these respects.
Directors’ responsibilities

As explained more fully in their 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; such internal control
as they determine is necessary to enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or error; assessing the company’s ability to continue as a going coricern,
disclosing, as applicable, matters related to going concern; and using the going concern basis of accounting
unless they either intend to liquidate the company or to-cease operations, or have no realistic alternative but
to do so.

Auditfor’s responsibilities

Our objectives ate 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 our opinion in an auditor’s report.
Reasonable assurance is a high level of assurance, but does not 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 aggregate, they could reasonably
be expected to influence the economic decisions of users taken on the basis of the financial statemerits.

A fuller description of our responsibilities is provided on the FRC’s website at
. www.frc.org.uk/auditorsresponsibilities.

The purpose of our audit work and to whom we owe our responsibilities

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 fesponsibility 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,

L4

William Smith (Senior Statutory Audijtor)

for and on behalf of KPMG LLP, Statutory Auditor
Chartered Accountants

15 Canada Square

Londgn

E14 5GL

16 December 2020
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Statement of Profit and Loss Account
Year ended 31 December 2019

Note 2019 2018
£000 £000
“Turnover 2 135,036 129,668
Cost of sdles (25,305) (21,203)
Gross profit 9,731 8,465
Administrative expenses @719 (3,796)
Operating profit 5,012 4,669
OtheF income - 296
Other interest payable and similar expenses 6 (251) 399
Profit before taxation 3 4,761 4,566
Tax on.profit 7 (701) 821
Profit for, the financial year ) N
- Profit from continuing operations 4,060 3,745
15 4,060 3,745

Total profit for theé financial year

All activities arise frorn continuing operations.

A noté on historical cost gains and losses has not been included.as part of the financial statements as the
fésults as disclosed-in the profit and loss account are prepared on an unmodified historical cost basis.

There were no recognised gains or losses during the year other than those reflected in the above profit atid
loss account.
The notes on pages 11 to 23 form part of these financial statements.

1320288 / 31 Deceniber 2019
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Balance sheet
at 31 December 2019

Note 2019 2019 2018 2018
£000 £000 £000 £7000
Fixed assets . _ -
Tangible assets 8 2,670 571
2,670 - 571
Current sssets ‘ ) .
Stocks 9 1,132 1,309
Débtors including £8,076k (2018: -£8,466k) die 10 27,333 21,787
after more than one year.
Cash at bank and in hand 5,857 5,195
34,322 28,291
Creditors: afidiifits falling due within e year n (28,585) (12,836)
Neét curient assets 5,737 15,455
Total assets less current liabilities 8,407 16,026
Creditors: amounts falling due after more than iz (3,076) 674)
oiié yedr A »
Provisigns for liabilities 3 (1,146) (1;063)
Net assets 4,185 14,289
Capital and reserves : :
Called up share capital . 14 465 465
Capital reserve 15 250 250
Profit and loss account 15 3,470 13,574
Shareholders’ funds 4,185 14,289

All ‘activities arise from continbing operations.

These financial statetenits were approved by the board of directors on 12* December 2020 and were signed

Craig/ JQooper
Director

The notes on pages 10 to 22 form part of these financial statements:

1320288 731 Décembeér 2019 _ 8
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Statement of Changes in Equity

Called up , Profit and
Sharé¢ Capital lgss aceount  Total equity
capital  Contributions

£000 £000 £000 £000

Balance at 1 January 2018 465 250 37,619 38,334
Share based payment transactions - - 310 310
Profit for the period - - 3,745 3,745
Dividend (28,100) (28,100)
Total contributions by and distribitiors to owriers - - (24,045) (24,045)
Balance at 31 December 2018 465 250 13,574 14,289

Called up Profit and.
Share Capital loss accotint  Total equity
capital  Contributions

£000 £000 £000 £000

Balance at 1 January 2019 465 250 13,574 14,289
Impact of IFRS 16 4 4
Share based payment iransactions - : 332 332
Profit for the period - = 4,060 4,060
‘Dividerid (14,500) (14,500)
Total contributions by and distributions to owners - - (10,104) (10,104)
465 250 3,470 4,185

Balance at 31:December 2019.

1320288 / 31 Deceniber 2019




FLIR Systems Limited
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Notes to the financial statements

1 Accounting policies

FLIR Systems Ltd (the “Company”) is a company limited by shares and incorporated and domiciled in
England in the UK.

In the transition to FRS 101, the Company has applied IFRS 1 whilst ensuring tht its assets and liabilities
are measured in co,mpl’ianc,e with FRS 101. An explanation of how the transition to FRS 101 has affected
the feported financial position, financial performance and cashflows of the Company is provided in note
21.

IFRS 1 grants certain exemptions from the full requirements of Adopted IFRSs in the transition period.
The company is a wholly owned subsidiary, and is included in the consolidated financial statements of
FLIR Systems Inc. which are publicly available, se¢ note 19.

The financial statements have been prepared on the historical cost basis, except for the revaluation of
financial instruments: The principal accounting policies adopted are set out below.

In these financial statements, the company has applied the exemptions available under FRS 101 in respect
of the following disclosures:

¢ A Cash Flow Statemerit and related notes;
o  Certain disclosures regarding revenyue
o  Comparative period reconciliations for share capital, tangible fixed assets, intangible assets;
» Disclosures in respect of capital management;
o  The effects of new but not yet effective IFRSs; and
» Disclosures in respect of the compensation of Key Management Personnel.
As the cohsolidated financial statements of FLIR Systems Inc include the equivalent disclosures, the
Company has also taken the exemptions uiider FRS 101 available in respect of the following disclosures:
o IFRS 2 Share Based Payments in respect of group settled share based payments;
»  Certain disclosures required by IAS 36 fmpairment of assets in respect of the impairment of
goodwill and indefinite life intangible assets; and
»  The disclosures required by IFRS 7 Financial Instrunient Disclosures

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

Measurement convention
The financial statements are prepared on the historical cost basis.
Going concern

The financial statements of the Company have been prepared on a going concern basis which the directors
consider to be apprdpriate as at the date of théir approval for the reasons outlined below.

At the year end the company’s baldnce sheet showed riet assets of £4,186k (2018: £14,289k).

The directors have prepared cash flow forecasts for a period of 15 months from the date of approval of
these financial statements which indicate that, takin g account of reasonably possible downsides. The nature
of the Company’s operations, as detailed in the principal 4ctivities section of the Strategic Report, has seen
limited impact from Covid-19 on order levels or margins. Given the strength of the order book, both future
and backlog, and the current positive operating cash flow in the period since year end, the Directors are
confident that the company will have sufficient funds to continue to meet its liabilities as they fall due for
at least 15 months from the date of apptoval of the financial statements.

Consequently, the directors have prepated the financial statements on a going concern basis.

1320288 / 31 December 2019
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Foreign cufrency

Transactions in foreign curreicies are translated to the Company’s functional currency at the foreign
exchange rate ruling at the date of‘the transaction. Monetary assets and liabilities denommated in foreigr
currengies at the balance sheet date are rétranslatéd to the functional éurréncy at the foreign exchange rate
rulmg at that daté. Non-monetaly assets and liabilifies that ate measured in terms of historical cost in a
foreign curiency are translated using the exchange rate at the date of the transaction. Non-monetary assets
-and liabilities denominated in foreign currencies. that are stated at fair value are refranslated to the fiinctional
currency at forelgn exchange rates rulmg at the datés the fair vdlue ‘was determined. Foreign exchange
differences arising on transiation ate recognised in the profit and loss account.

1320288 /31 December 2019
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Notes to the financial statements (continued)
Basic financial instruments
Trade and other debtors / créditors

Trade and other debtors are récognised initially at transaction price less attributable transaction costs. Trade
and other creditors are recognised initially at transaction price plus attributable transaction costs.
Subsequent to initial recognition they are measured at amortised cost using the effective interest method,
less any impairment losses in the case of trade debtors. If the arrangenient constitutes a finaficing
transaction, for example if payment is deferred beyond normal business terms, then it is measured at the
present value of future payments discounted at a market rate of instrument for a similar debt instrument.

Interest-bearing borrowings classified as basic financial instruments

Interest-bearmg borrowings are recognised initially at the present value of future payments discounted at a
market rate of interest. Subsequént to initial recognition, interest-bearing borrowings are stated at amortised
cost-using the effective interest method, less any impairment losses.

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 statément.

Post-retirement benefits
Thé company opetrates 4 definied contribution pension scheme.

A definéd contribution plan is a post-employment benefit plan under which the company pays fixed
contributions into a separate entity and will have no legal or constructive obligation to pay further amounts.
Obligations for contributions to defined contribution pension plans are recognised as an expense in the
profit and loss account in the periods diiting which services are rendered by employees

The dssets of the defined contribution $cheme are held séparately from those of the company in an
independently administeied fund. The amount charged to the profit and loss account represents the
contributions payable to the scheme in respect of the accounting period.

The company provides no other post-retirement benefits to its employees.
Share based payments

The share option programmes allow employees to acquire shares of the Parent Company. The fair value of
optlons gtanted is recognised ‘as an employee expense with a corresponding increase in equity. The fair
value is measured at grant date and spread over the period during which the employees become
unconditionally entitled to the options. The fair value of the options granted is measured using an option
prxcmg mode], taking into account the terms and conditions upon which the options were granted. The
amoutit recognised as an expense is adjusted to réflect the actual number of share options that vest except
where forfeiture is only due to share prices not achieving the threshold for vestirig.

Stocks

Stocks aré stated at the lower of cost and estimated selling price less costs to complete and séll. Cost is
based on the first-in first-out principle and includes expenditure incurred in acquiring the stocks, production
or conversion costs and other costs in bringing them to their existing location and condition. In the case of
manufactured $tocks and work in progress, cost iricludes an appropriate share of overheads based on norinal
operating capacity: ’

1320288 / 31 December 2019 12
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Notes to the financial statements (continued)

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 comprehenswe
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 timing differences which arise from the inclusion of income and expenses in tax
assessments in periods different from those in which they are recognised in the financial statements. The
following timing differences are not provided for: differences between accumulated depreciation and tax
allowances for the cost of a fixed asset if and when all conditions for retaining the tax allowances have been
met. Deferred tax is not recognised on permanent differences arising because certain types of income or
expense are non-taxable or are disaliowable for tax or because certain tax charges or allowances are greater

or smaller than the corresponding income or expense.
/

Deferred tax is measured at the tax rate that is expected to apply to the reversal of the related difference, using
tax rates enacted or substantively enacted at the balance sheet date. Deferred tax balances are not discounted.

Unrelieved tax losses and other deferred tax assets are recognised only to the extent that is it probable that
they will be recovered against the reversal of deferred tax liabilities or other future taxable profits.
Turnover

Turnover represents the total net sales to customers excluding value added tax. Sales are recognised upon
delivery of the goods, unless the terms of the sale specify acceptance or other procedures in which case the
sale is recognised once those procedures have been completed.

Tangible fixed assets
Tangible fixed assets are stated at cost less accumulated depreciation and accumulated impairment losses.

Where parts of an item of tangible fixed assets have different useful lives, they are accounted for as separate
items of tangible fixed assets, for example land is treated separately from buildings.

The company assesses at each reporting date whether tangible fixed assets are impaired.

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. Leased assets are depreciated over the shorter of the lease
term and their useful lives. Land is not depreciated. The estimated useful lives are as follows:

Short leasehold land and buildings - Over the term of the lease
Fixtures, fittings, tools and equipment - 15% - 33% per annum
Motor Vehicles - 20% per annum

.

Depreciation methods, useful lives and residual values are reviewed if there is an indication of a significant
change since last annual reporting date in the pattern by which the company expects to consume an asset’s

future economic benefits.

1320288 / 31 December 2019
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Notes to the financial statements (continiied)

2 Analysis of Turnover

By géographical iidrket

Europe :
United States of America
Rest of warld'

All furnover arose from the principal acfivity of the company.

3 Profit before taxation

Profit-on ordinary.activities before taxation'is stated
after charging/(crediting):
‘Depreciation
‘Operating lease;rentals:
+ plérit and iachinery
- other
Exchange losses/(gain)

Auditor’s remuneration:

- Audit of these:financial :statemenits:

4 °  'Remunéeration of directors

Z]?irefcio’rs’" emoluments
Compaiiy contiibiitionis to:pénsion scheénie

‘Retirement benefits are accruing for 1.(2018: 1) Director under money purchase pension schemes.

1320288131 December 2019
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FLIR Systéms Limited
Annuil report and finaricial statéments
31 December 2019

Notes to the financial statements (continued)

5 Staff numbers and costs
The average monthly number of persons employed by the compaiiy (including directors) during

the yéar was:

Number of employees

2019 2018
Adminjstrative and selling 51 52
The aggregate payroll costs.of these persons were as follows:
2019 2018
£000 £000
‘Wages:and salaries. 3,490 3,888
Social security costs 453 484
Share.based payments 332 310
Otliet pefision ¢osts 239 233
4,514 4,915
6 Other jnterest'payable and similar expenses
2019 2018
£000 £000
On bank balancesand liquid resources 355 518
‘Unrealised foreign exchange gain 606) 917)
(251) (399)

1320288 / 31 December 2019 15



Notes to the financial statéments (continued)

7

Taxation
Analysis of charge in period
Cuivent tax

Current tax on income for the period
Adjustments in respect of prior periods

Total ciirrent tax
Deferred tax (see below)

Total tax

Factors aﬁ‘gc—ﬁng the tax cbarg_e for the current period

2019
£000

919
(242)

677

701

FLIR Systems Limited

Annial report and financial statements
31 Décember 2019

2018
£000

851
®

842

@n

821

The current tax charge for the pgriod.is lbwéf (2,01‘8‘: lower) than the standard rate of corporation
taxin the UK 19% (2018: 19%). The differences are explained below.

Reconciliation of effective tax rate
Profit on ordinary activities before tax

Tax using the UK corporation tax of 19% (2018: 19%)

Effects of: _

Expenses not deductible for tax-purposes:

Corporation tax relief for employee share acquisition
Adjustments to tax charge in respect of previous periods
Reduction in tax raté on deferred tax balances

Total current tax charge (see above)

2019
£000

4,761

905

93
(79)
(242)

677

2018
£000

4,566

868

A reduction in the UK corporation tax rate from 21% to 20% (effective from 1.April 2015) was
substantively enacted on 2 July 2013. Further reductions'to 19% (effective from 1 April 2017)
and to 18% (effective 1+ April 2020) were substantivély enacted on 26 October 2015, and an
additional reduction to 17% (effective 1 April 2020) was substantively enacted on 6 September
2016. This will reduce the company's:future current tax charge accordingly. The deferred tax
liability at 31 December 2019 has been calculated based on these rates.

Deferred tax asset
A deferred tax asset of £49k (2018:£73K) has been recognised.

The elements of deferred tax are as follows:

Differences between accuinulated dépreciation and capital allowances
Deferred tax on share baséd payments

Total deferred tax asset

1320288 / 31 December 2019

Credit for
2019 year 2018
£000 £000 £000
30 () 35
19 (19) 38
49 24) 73
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Notes to the financial statements (continued)

8 Tangible fixed assets

Cost

At 1 January 2019
Additions
Disposals

At 31 December 2019

Depreciation

At 1 January 2019
Charged in year
Disposals

At 31 December 2019

Net book value
At 31 December 2019

At 1 January 2019

1320288 / 31 December 2019

Short Fixtures,
Real leasehold fittings,
Estate land and tools and Motor

Leased buildings  equipment Vehicles Total
£000 £000 £000 £000 £000
- 318 4,249 23 4,590
2,531 - - 83 2,624
- (192) (149) 23) (364)
2,531 126 4,100 83 6,850
- 318 3,690 11 4,019
216 - 241 48 505
- (192) (150) (12) 354)
216 126 3,781 47 4,170
2,315 - 319 36 2,670
- - 559 12 571

FLIR Systems Limited

Annual report and financial statements
31 December 2019
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Notes to the financial statements (continued)

9 Stocks
2019 2018
£000 £000
Finished goods forresale 1;132 1,309
10 Deébtors :
2019 2018
£000 £000
Ttade debfors. 16,238 12,658
Amiounts owed by group undertakings 10,315 8, 753
Deferred tax asset (see note 7) 49 73
Prepayficii and accrued incothe 86 255
Coipo ] 22 E
Other debtors 423 48
27,333 21,787

Debtors‘include amounts owed’ by group undertakings of £8,076k (2018: £8,466k) due after more
‘than one:yearon which interest is. charged at Euto LIBOR plus 3%.

1L Creditors: anounts falling-due within one year

2019 2018

£000 £000

Payméits re‘cé‘ivieg on aceouit 1,614 2,422
268 770

21,701 4,007

Cor : - 307
Current lease . abllxty ) _» 239 -
Other taxation dnid social security costs: 246 338
2,765 2914
Deferred income 1,752 2,078
28,585 12,836

Amounfs owed to group undertakings are interest free; unsecured and ~r§pgyablc; on demand:

1320288/ 31 Deceniber 2019 . , i8
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Notes to the financial statements (continued)

12 Creditors: amounts falling due after more than one year
2019 2018
£000 £000
Deferred income 948 674
Long terin lease liability 2,128 -
3,076 674
13 Provisions for liabilities
Dilapidations Contract ~ Warranty Total
provisions provisions  provisions
£000 £000 £000 £000
Cost )
At beginning of year ) 173 718 172 1,063
Gharge/ (release) to the-profit and 16§s accolint for - 127 (285) (412)
the year _
Additional amounts provided 4 192 299 495
At end of year ' 177 783 186 1,146

The dilapjdation's provision rélates to the anticipated costs arising on the vacation of the company’s
current business premises.

Contract provisions relate to costs the company is likely to incur.in order to fulfil its obligations on
certain identifiable contracts.

The warranty proyjs_ion relates to amounts the company anticipates it will have to inciir to fuifil its
conitructive 4nd legal obligations under warranty agreements.

14 Called up share capital

2019 2018
, £000 £000

Allotted, called up and fully paid
465,000 ordinary shares of £1 each 465 465

1320288 /31 Deceimber 2019 19



Notes to the financial statements (continued)

15 Reserves

At'l January 2019

Impact of TFRS16

Profit for the year

Credit in relation to share based payments
Dividend.

At 31 December 2019

FLIR Systems Limited
Annual feport and financial stateniénts
31 December 2019

Capital Profit and
Contributions loss account
£000 £000

250 13;574

- 4

- 4,060

- 332

(14,500)

250 3,470

There i§ an employee LTIP scherie which iinder [FRS2 results in a capital contribiition of £332k
(2018:£310K) by thie ultimate patent cotnpany as they issue shares to employees of the Company

as part of the scheme at no additional cost to the Company.

6 Contingent liabilities

Ttie ¢ompany has a contingent liability regarding duty defermiént guardntees at 31 Deceriiber 2019

to the extent of £50k (2018: £250k).

17 Comumiitments under operating léases

Anpual commitmietits under hon-cancellable operating leases ate as follows:

2019 2018
Land and Land and
buildings Other buildings Ottier
£000 £000 " £000 £000
Operating leases which'€xpire;
~ -within ong year .- 82 : 66
-within two to five years - 53 - 46
- dfter more than five years 305 - - -
305 135 112

The amount of fofi-cancéllable opefatiiig lease payimients recogiised as dn expenise durifg the

period was £391k (2018: £254k).

1320288 / 31 December 2019
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Notes to the financial statements (continued)

18 Pension obligations

The company operates a defined contribution pension scheme for its employees. The assets
of the schemé are held in a sepatate trustee administered fund. The company contributes 4%
of pensionable pay to the scheme and matches employee contributions up to a‘further 4%.
These contributions are charged to the profit and loss account as incurred. The company
contributed £23%9k (2018: £233k) to the scheme during the year of which £882 (20/8: £882)
was accrued but not yet paid at year end.

19 Ultimate parent undertaking and parent undertaking of larger group of which the
company is a member

The company is a subsidiary undertaking of FLIR Systems Inc., a company incorporated in the
United States of America which is also the ultimate controlling party.

The largest group in which the results of the company are consolidatéd is that headed by FLIR
Systems Inc., incorporated in the United States of America. The consolidated accounts of this
company are available to the public and may be obtained from FLIR Systems Inc., 27700A SW
Parkway Avenue, Wilsonville, OR 97070, United States of America. No other group accounts
include the results of the company.

20 Change in significant accounting policies

The Company has applied IFRS 16 using the modified retrospective with cumuiative effect
method — i.e. by recognising the cumulative effect of initially applying IFRS 16 as an adjustment
to the opening balance of equity at 1 January 2019. Therefore, the comparative information has
not been restated and continues to be reported under IAS 17. The disclosure requirements in IFRS
16 have not been applied to comparative information. The details of the changes and quantitative

impact are set out below.

(a) Definition of a lease

Previously the Company determined at contract inception whether an arrangement was or
contained a lease under IFRIC 4: Determining whether an Arrangement contains a Lease. The
Company now assesses whéther a contract is or contains a lease based on the definition of a lease,
as explained in note 1. On transition to IFRS 16, the Company elected to apply the practical
expedient to apply IFRS 16 only to contracts that were previously identified as leases. Contracts
that were not previously identified as leases under IAS 17 and IFRIC 4 were not reassessed for
whether there is a lease under IFRS 16. Theréfore, the definition of a lease under IFRS 16 was
applied only to contracts entered into or changed on or after 1 January 2019.

(b) As a lessee

The Company previously classified leases as operating or finance leases based on its assessment
of whether the lease transferred significantly all of the risks and rewards incidental to ownership
of the underlying asset to the Company, Only finance leases were then recognised on the balance

sheet.

Under IFRS 16, the Company recognises right-of-use assets and lease liabilities for most of these
leases — i.¢. these leases are on-balance sheet.

Leases classified as operating leases under IAS 17

On transition, for operating leases under 1AS 17, lease liabilities were measured at the present
value of the remaining lease payments, discounted at the Company's incremental borrowing rate

as at 1 January 2019.

Right-of-use assets'were measured at their carrying amount as if IFRS 16 had been applied since
the commencement date, discounted using the Company's incremental borrowing rate at the date
of initial application

1320288/ 31 December 2019 21



FLIR Systems Limited

Annual report and financial statements
31 December 2019

Notes to the financial statements (continued)

20 Change in significant accounting policies (continued)
The Company has tested its right-of-use assets for impairment on the date of transition and has
concluded that there is no indication that the right-of-use assets are impaired.

The Company used a number of practical expedients when applying IFRS 16 to leases previously
classified as operating léases under IAS 17. In particular these were:

- did not recognise riglit-of-use assets and liabilities for leases for which the lease term ends within
12 months of the date of initial application;

- did not recognise right-of-use assets and liabilities for leases of low value assets (e.g. IT
equipment);

- excluded initial__ direct costs from the measurement of the right-of-use asset at the date of initial
application; and

- used hindsight when detérmining the lease term.
Leases classified as finance 1éases under IAS 17

For these finance leases, the carrying amount of the right-of-use asset was determined at the
carrying amount of the lease asset under IAS 17 at 31 Decemiber 2018. There was no change made
to the lease liability..

The following table summarises the quantitative impact of adopting IFRS 16 on the Company’s
financial statements for the year ending 31 December 2019.

Impact of adoption of IFRS 16

Balances with

As reported Adjustments adoption of IFRS 16

£000 £000 £000
Balance sheet
Property, plant and equipment 319 2,351 2,670
Other interest-bearing loans and borrowings _ (239)
(curfent) (239)
Other interest-bearing loans and borrowings 3 )
(non-current) B (2,128) (2,128)
Retained Earnings 319 (16) 303

When measuring the lease liabilities for leases that were classified as operating leases, the Company
discounted lease payments using its incremental borrowing rate at 1 January 2019. The weighted-average
rate ap’pliggl is 4%.

The following table summarises the difference between the operating lease commitments disclosed under
TAS 17 at 31 December 2018 in the Company’s financial statements and the lease liabilities recognised at
1 January 2019.

1 January 2019

£000

Operating lease commitments at 31 December 2018 as disclosed under 1AS 17 112
Discounted using the incremental borrowing rate at 1 January 2019 10
Finance lease liabilities recognised as at 31 December 2018 83
Lease liabilities recognised as at 1 January 2019 19
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Notes to the financial statements (continued)

21 Explanation of transition to FRS101

As stated in note 1, these are the Company’s first financial statements prepared in accordance with FRS
101.

The accounting policies set out in note 1 have been applied in preparing the financial statements for the
year ended 31 December 2019, the comparative information presented in these financial statements for the
year ended 31 December 2018 and in the preparation of an opening FRS 101 balance sheet at 1 January
2019. _ :

In preparing its FRS 101 balance sheet, the Company had to make no adjustments to amounts reported
previously in financial statements prepared in accordance with its old basis of accounting (UK GAAP).

20 Post Balance Sheet Events
Covid 19

On 11 March 2020, the World Health Organisation declared the Covid-19 outbreak to be a pandemic. There
has been a significant increase in economic uncertainty, evidenced by more volatile asset prices and
currency exchange rates, and a significant decline in long-term interest rates in developed economies.

Despite the potential going concern risk indicators, the directors are confident that Covid 19 is not expected
to have material effects on the Company’s operations, and there is sufficient basis to enable the company
to continue to meet its liabilities as they fall due for at least 12 months from the date of approval of the
financial statements. The financial statements have therefore been prepared on a going concern basis. This
basis assumes that the company has adequate resources to realise its assets and discharge its liabilities in
the ordinary course of business.

Post balance sheet event

On 12 February 2020 the company acquired the trade, assets and certain liabilities of sister-company DV Tel
UK Limited for £500,000.

1320288 / 31 December 2019
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