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STRATEGIC REPORT
FOR THE YEAR ENDED 31 DECEMBER 2018

INTRODUCTION

The directors present their Strategic Report for NERA UK Limited (the “Company”) for the year ended 31
December 2018. The Company’s registration number is 03974527.

PRINCIPAL ACTIVITIES AND BUSINESS REVIEW
The principal activity of the Company is to provide economic consulting services.
The Company operated a branch in Brussels, Belgium during the year.

~ The Company considers year on year turnover growth and administrative expenses savmgs as key fi nancual
indicators and indicators of performance.

The Company's key performance indicators during the year were as follows compared to 2017 restated:

As restated :
Yearended Yearended Movement Movement

31 December 31 December £'000 %

2018 2017

£'000 £'000
Turnover 13,093 12,525 568 4.5%
Administrative expenses : (12,295) (11,439) (856) (7.5%)
Profit before tax 900 1,140 (240) (21.1%)
Net assets/(liabilities) 663 (52) 715 1,375%

Turnover increased by £568,000 in 2018 due to organic growth within the business. Total administration
expenses mcreased by £856,000 in 2018 primarily driven by increased direct staff costs due to increased
headcount. '

The Company carries its own section of the MMC UK Pension Fund (along with associated pension obligations)
on its balance sheet and its financial position is affected by actuarial valuations. The latest pension valuation
has resulted in a net post retirement asset at the end of 2018 of £8,396,000 (2017 - £8,138,000).
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STRATEGIC REPORT (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2018

PRINCIPAL RISKS AND UNCERTAINTIES _
The principal risks and uncertainties facing the Company are those listed below:
Asset Risks

The Company is the custodian of leasehold, office furniture and equipment assets. Any losses of or damage to
these assets would threaten the ability of the Company to provide its day-to-day business. The Company
mitigates this risk through use of insurance and business continuity planning. The Company is also subject to
impairment risk in relation to those fixed assets. The Company continually reviews its depreciation rates to
ensure assets are amortised over the correct periods. In addition, the Company also reviews its tangible assets
to ensure that they are not impaired.

Availability of IT systems

The Company has a number of Information Technology (IT) systems in order to carry on its day-to-day
business. There is a risk that any of these systems as part of the overall IT infrastructure could fail, individually
or collectively, with an adverse effect on the Company’s operations. The Company is part of the Marsh &
McLennan Companies, Inc.’s global IT structure and there are business continuity plans in place.

Competitive Risks

The competitive environment for economic consulting services is intense. The Company mitigates this risk by
continued focus on clients, enhancing and differentiating the value of its consuiting services.

Credit risk

Credit risk is the risk of financial loss to the Company if a customer or counterparty to a financial instrument fails
to meet its contractual obligations, and arises pnnmpally from the Company’s receivables from customers.

The Company has a credit risk policy in place and the exposure to credlt r|sk is momtored on an ongomg basis
by management who perform monthly balance reviews. Management does not expect any counterparty to fail to
meet its obligations. When considering whether balances are impaired the Company considers any known
financial difficulty of the customers and previous settiement history. The Company provides for bad debts. if it
considers there is a risk of impairment. -

Currency risk

The Company is exposed to currency risk in respect of its assets and liabilities denominated in currencies other
than pounds sterling. The most significant currencies to which the Company is exposed to is Euros in regards
to its Belgium branch. The Company seeks to mitigate the risk as far as possible by matching the estimated
foreign currency denominated liabilities with assets denominated in the same currency. l

Interest rate risk

The Compahy has both cash deposits and overdrafts. The interest rate risk of the Company is managed by
treasury staff, in line with guidelines issued by its ultimate parent company.

In managing interest rate and currency risks the Cofnpany aims to reduce the impact of short-term fluctuations
on the Company’s earnings. Over the longer term, however, permanent changes in interest rates would have an
impact on earnings
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STRATEGIC REPORT (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2018

PRINCIPAL RISKS AND UNCERTAINTIES (continued)
Liquidity/cash flow risk

Liquidity and cash flow risk is the risk that cash may not be available to pay obligations when due. The
Company maintains liquid funds to mitigate against this risk. The Company makes use of forecasts and budgets
to monitor and .control its cash flows and working capital requirements and has access to other group liquid
funds managed through a central treasury function.

Outsourcing risk

The Company outsources a number of its services to third party organisations. The ability of the Company to
perform efficiently is directly impacted by the services of the third party providers. Outsourcing contracts and
providers are respectively reviewed against performance expectations and key performance indicators.

People Risks

The wiII'ingness of competitors to offer key staff higher remuneration and benefits packages will always be a risk
to the Company'’s ability to attract and retain key people.

Periodic benchmarking of salaries is carried out to ensure the Company remains competitive.
Political risk

The Company is subject to local and international economic and political instability. The Company manages this
risk through monitoring of the economic environment as part of its ongoing forecasting process.

Management has noted Article 50 of the Treaty of Lisbon (the procedure for a member to the leave the
European Union ('EU'")) after the UK referendum vote on 23 June 2016 to leave the EU. The final impact of
leaving the EU on the economy, regulation and political stability is highly uncertain.

The Company has considered the key risks-and impact to its business and operations in the event of a no deal
Brexit, and, based on a balance of worse case versus likely scenario assumptions, is taking. steps to mitigate
these. A Brexit Operations Group has been established to collate activities within and across individual lines of
business, and across all functional areas to ensure that the Company is Brexit ready and responsive to the
Company’s clients in the UK, risks around standards of data protection and the storing and transfer of data
between the EU and the UK, employees, and supplier readiness.
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STRATEGIC REPORT (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2018

FINANCIAL RISK MANAGEMENT ~~

The Company is exposed to financial risk through its financial assets and liabilities. The key financial risk is that
the proceeds from financial assets are not sufficient to fund the obligations arising from liabilities as they fall
due. Due to the nature of the Company's business and the assets and liabilities contained within the Company’s
Statement of Financial Position, the only financial risks the directors consider relevant to the Company are credit
risk and liquidity risk. These risks are mitigated by credit control procedures and group support to enable it to
meet its cash requirements. The Company engages with central treasury and finance functions working for the
Marsh & McLennan Companies, Inc. Group to monitor and control its cash flows and working capital
requirements.

Pension asset risk

The Company's defined benefit pension scheme is closed to new members. The pension scheme valuation is
subject to inherent risks from factors beyond management's direct control such as the investment returns,
inflation rates, mortality rates, regulatory changes, legal changes and underlying custodianship risk relating to
investments. There are controls in place monitored by the Company and the Trustee to mitigate these as much
as is possible. '

ENVIRONMENT

The Company is responsible for the health, safety and welfare of its contractors whilst working on behalf of the
Company and for ensuring that its operations do not unnecessarily harm the environment. The Company is
also required to seek assistance of competent persons and provide the resources necessary to meet its
obligations. The Safety, Health and Environment (“SHE”) Unit fulfils this need as part of the Facilities
Management structure within Marsh & McLennan Global Security Services and provides support for all
employees. The SHE unit works closely with Facilities Management, Human Resources and the Company’s
Occupational Health providers to accomplish this role.
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This- report was approved by the board on 2 S/lO /Z.OIOI : and signed on its behalf.

S Gammons
Director




DIRECTORS' REPORT .
FOR THE YEAR ENDED 31 DECEMBER 2018

The directors present their report and the audited financial statements' for the year ended 31 December 2018.

PRINCIPAL ACTIVITY

The brihcipal activities of the Company are set out in the Strategic Report on page 1. The information that fulfils
the Companies Act requirements of the business ‘review are included in the Strategic Report on pages 1 to 4.
Details of the principal risks and uncertainties are included in the Strategic Report.

RESULTS AND DIVIDENDS

The profit for the year, aftér taxatiqn, amounted to £671 ,000 (2017 -.£896, 000).
The directors do not recommend the payment of a final dividend (2077 - £nil).
DIRECTORS

The directors who served during the yéaf were:

M J Cunningham
S Gammons

R Hern

S McDonald

L Wu

GOING CONCERN

The directors have acknowledged the latest guidance on going concern. The directors believe that the Company
is well placed to manage its business risks successfully despite the current uncertain economic outlook. As the
Company currently has net current liabilities, and although it has net assets due to the carrying value of the
pension asset, NERA UK Limited has a letter of support from its parent company, National Economic Research
Associates (Delaware), Inc., stating that it will provide continued financial support to enable the company to
meet is liabilities as they fall due for at least the next twelve months from the signing of these financial
_statements. With this support from the parent company, the directors have a reasonable expectation that the
Company has adequate resources to continue in operational existence for the foreseeable future. Thus, they
continue to adopt the going concern basis of accounting in preparing the annual financial statements. .

FUTURE DEVELOPMENTS

The Company continues to be seen as a market leader in the provision of economic consultancy services to
government authorities, law firms and corporations, and the directors consider the Company to be well placed in
tri1e market to continue these activities in the foreseeable future. |

EMPLOYEE INVOLVEMENT

The Company places considerable value on the involvement of its employees and has continued its practice of
keeping them informed on matters affecting them as employees and on the various factors affecting the
performance of the Company. ’ :

DISABLED EMPLOYEES

It is the policy of the Company to give full consideration to suitable applications for employment of disabled
persons. Every effort is made, where employees of the Company become disabled, to retain them in their
employment, or consider them for other positions.
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DIRECTORS' REPORT (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2018

QUALIFYING THIRD PARTY INDEMNITY PROVISIONS

The Company has put in place an indemnity in the Articles of Association to indemnify directors and officers of
the Company against losses or liabilities sustained in the execution of their duties of office. The indemnity is a
qualifying third party indemnity provision under s232 and s234 of the Companies act 2006. '

DISCLOSURE OF INFORMATION TO AUDITORS
Each of the persons who are directors at the time when this Directors' Report is apprbved has confirmed that:

. so far as the director is aware, there is no relevant audit information of which the Company's auditor is
unaware, and

. the director has taken all the steps that ought to have been taken as a director in order to be aware of any
relevant audit information and to establish that the Company’s auditor is aware of that information.

POST BALANCE SHEET EVENT

In September.2018, the Company's ultimate parent company, Marsh & McLennan Companies, Inc. (NYSE:
MMC), a global professional services firm offering clients advice and solutions in risk, strategy and people,
announced that it had reached an agreement to acquire Jardine Lloyd Thompson Group plc (LSE: JLT), a
leading provider of reinsurance and employee benefits related advice, brokerage and associated services.

The acquisition of JLT accelerates MMC's strategy to be the pre-eminent global firm in the areas of risk,
strategy and people solutions. JLT's track record of strong organic growth and attractive geographic
diversification enhance MMC's ability to accelerate growth and margin expansion across products and
geographies.

Under the terms of the transaction, holders of JLT's common shares received cash consideration of 19.15
pounds per share. Total cash consideration equates to 5.6 billion U.S. dollars in fully diluted equity value, or an
estimated enterprise value of 6.4 billion U.S. dollars. The transaction completed 1 April 2019 and was funded by
a combination of cash on hand and proceeds from debt financing.

The Company however is not directly involved in the financing of this transaction and it is anticipated that it will
not be affected by the integration and expansion of the combined business into the Marsh & McLennan
Companies, Inc. group of operating companies.

AUDITORS

Deloitte LLP have indicated their willingness to be reappointed for another term and appropriate arrangements
have been put in place for ?hem to be deemed reappointed as auditor in the absence of Ian Annual General
Meeting. !

This report was approved by the board on o/ { and signed on its behalf.
20

S.Gammons
Director




DIRECTORS' RESPONSIBILITIES STATEMENT
FOR THE YEAR ENDED 31 DECEMBER 2018

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

Company law requires the directors to prepare audlted financial statements for each financial year. Under that
law the directors have elected to prepare the audited financial statements in accordance with applicable law and
United Kingdom Accounting Standards (United Kingdom Generally Accepted Accounting Practice), including
Financial Reporting Standard 102 ‘The Financial Reporting Standard applicable in the UK and Republic of
Ireland’. Under company law the directors must not approve the audited 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 audited financial statements, the directors are required to:

. select suitable accounting policies for the Company's financial statements 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 inapbropriate 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 to enable them to ensure that the financial statements comply with the Companies Act 2006.
They are also responsible for safeguarding the assets of the Company and hence for taking reasonable steps
for the prevention and detection of fraud and other irregularities.
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INDEPENDENT AUDITOR'S REPORT TO THE MEMBERS OF NERA UK LIMITED

Report on the audit of the financial statements

Opinion

In our opinion the financial statements of NERA UK Limited (the ‘company’):

. give a true and fair view of the state of the companys affairs as at 31 December 2018 and of its profit for
. the year then ended,;

. have been properly  prepared in accordance with United Kingdom Generally Accepted Accounting
’ Practice, including Financial Reporting Standard 102 “The Financial Reporting Standard apphcable in the

UK and Republic of Ireland”; and
. have been prepared in accordance with the requnrements of the Companies Act 2006.

We have audited the financial statements which comprise:

the statement of comprehensive income; .

the statement of financial position; .-
the statement of changes in equity; and

the related notes 1 to 25.

The financial reporting framework that has been applied in their preparation is applicable law and United
Kingdom Accounting Standards, including Financial Reporting Standard 102 “The Financial Reporting Standard
applicable in the UK and Republic of Ireland” (United Kingdom Generally Accepted Accounting Practice).

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 Financial Reporting Council’'s (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 are required by ISAs (UK) to report in respect of the following matters where:

. the directors’ use of the going concern basis of accounting in preparation of the financial statements is
not appropriate; or
. the directors have not disclosed in the financial statements any identified materiai 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 i |ssu1-“T |

We have nothing to report in respect of these matters.
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INDEPENDENT AUDITOR'S REPORT TO THE MEMBERS OF NERA UK LIMITED (CONTINUED)

Other information )

The directors are responsible for the other information. The other information comprises the information
included in the annual report, other than the financial statements and our auditor’s report thereon. 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 materialiy 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 respect of these matters.

Responsibilities of directors

As explained more fully in the directors’ responsibilities statement, 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 operatlons
or have no realistic alternatlve 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 FRC's
website at: www.frc.org.uk/auditorsresponsibilities. This description forms part of our auditor’s report. -

Report on other legal and regulatory requirements

Opinions on other matters prescribed by the Companlqs 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.

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 any material misstatements in the strategic report or the directors’ report.
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