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Notes to the Consolidated Financial Statements
continued

22. Provisions

Deferred 
Rent

£m

Provision for 
PPE grant

£m

Environmental, 
Health & 

Safety Grant
£m

Dilapidations
£m

Total
£m

At start of period (0.5) (1.2) (0.3) – (2.0)
Acquired through business combinations – – – (0.4) (0.4)
Provision recognised – (0.7) – – (0.7)
Provision utilised 0.1 0.5 – – 0.6
Foreign exchange differences – – – – –
At end of period (0.4) (1.4) (0.3) (0.4) (2.5)

The Group has received advanced payment for rental income on its facilities in Portland. This has been recognised at amortised cost and is 
being utilised over the period of the rental contract. 

Genera has received advanced funding (PPE grant) for the refurbishment of the manufacturing facility for a third party manufacturing contract. 
The funding has been recognised at amortised cost and is being utilised over the life of the property, plant and equipment. 

On the acquisition of Genera, the Group established a fair value provision to address existing legal and environmental compliance. A provision  
is recognised at the present value of the costs to be incurred for the remediation of the manufacturing site.

On the acquisition of Ampharmco, the Group established a fair value provision for dilapidations of a warehouse property.

23.  Employee Benefit Obligations
In the prior year and for the period to 31 December 2018 the Group sponsored a defined benefit pension scheme in the Netherlands. This was 
a funded career average pay arrangement, where pensionable salary was subject to a cap and was financed through an insurance contract. 
The scheme ceased on 31 December 2018.

From 1 January 2019 the employee pension benefit in the Netherlands is being provided through contributions to a new defined contribution 
scheme and the Group’s obligations under the previous pension arrangement ceased. Accordingly the Group ceased to recognise assets and 
liabilities in respect of the previous arrangement from 1 January 2019 and recognised a curtailment gain of £3.5 million through the income 
statement.

The other defined benefit pension arrangements operated by the Company are unfunded: Jubilee awards of £0.1 million (2019: £0.1 million) for 
employees in the Netherlands are recognised within other payables in the Consolidated Statement of Financial Position as at 30 June 2020.

The pension cost relating to the defined benefit pension arrangement in the Netherlands was assessed in accordance with the advice of an 
independent qualified actuary using the projected unit method. 

The major actuarial assumptions used by the actuary as part of the valuation of the scheme in the prior year were:

 2020
31 December

2018

Discount rate – 1.90%
Inflation assumption – 1.90%
Salary growth – 2.40%
Rate of increase in accrued pensions of active members – 0.34%
Rate of increase in pensions in payment – 0.00%
Rate of increase in pensions in deferment – 0.00%

In valuing the liabilities of the pension scheme at 31 December 2018 mortality assumptions were made as indicated below.

The mortality assumption follows the Prognosetafel AG2016 (2018: Prognosetafel AG2016) mortality tables with an experience adjustment  
in line with the ES-P2 tables as published by the Dutch Alliance of Insurers.

Assumed life expectations on retirement age applied at 31 December 2018 Male Female

Retiring today (age 68) 18.7 20.6
Retiring in 20 years (age 48) 20.8 22.7

The assumptions used by the Group are the best estimates chosen by the Directors from a range of possible actuarial assumptions which, due 
to the timescale covered, may not necessarily be borne out in practice.
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23.  Employee Benefit Obligations continued
Movements in Present Value of Defined Benefit Obligations

2020
£m

2019
£m

Defined benefit obligation at beginning of the period – 20.3
Service cost – 0.6
Interest cost – 0.2
Employee contributions – 0.1
– Loss from change in financial assumptions – 0.1
– Gain from change in demographic assumptions – (0.3)
– Experience losses – –
Settlement – (17.5)
Curtailment – (3.5)
Foreign exchange difference on translation – –
Defined benefit obligations at end of the period – –

Movements in Fair Value of Scheme Assets
2020

£m
2019

£m

Fair value of scheme assets at beginning of the period – 17.3
Interest income – 0.2
Additional charges – (0.1)
Employer contributions – 0.3
Employee contributions – 0.1
– Premium adjustment – 0.1
– Return on plan assets – (0.3)
Settlement – (17.5)
Foreign exchange difference on translation – (0.1)
Fair value of scheme assets at end of the period – –

Analysis of the Amount Credited to the Income Statement
2020

£m
2019

£m

Service cost – 0.6
Gain on curtailment of pension scheme – (3.5)
Additional charges – 0.1
Net pension (credit)/expense – (2.8)

Cumulative Analysis of the Amount Charged to the Other Statement of Consolidated Income
2020

£m
2019

£m

Amounts charged in previous periods – 0.5
Actuarial (gain)/loss on defined benefit pension scheme – –

Net pension expense – 0.5

Scheme Assets
The Group’s defined benefit pension scheme in the Netherlands was financed through an insurance contract. Under this contract, a market 
price for the assets in respect of this insurance contract was not available. In accordance with IAS 19 for such insurance policies, an asset 
value was calculated by discounting expected future cash flows. The discount rate used for this calculation reflected the risk associated with 
the scheme assets and the maturity or expected disposal date of those assets. The scheme had no assets at 30 June 2020 (2019: £nil).

Stock Code: DPH 183

Financial Statements

Dechra-AR2020-Financials.indd   183 08-Sep-20   9:11:09 AM



Job Number  8 September 2020 9:06 am  Proof Number

Notes to the Consolidated Financial Statements
continued

23.  Employee Benefit Obligations continued
Scheme Assets continued
The long term rate of return on pension plan assets was determined by aggregating the expected return for each asset class over the strategic 
asset allocation as at the year end. This rate of return was then adjusted for any expected profit sharing based on market related returns on 
notional loans.

History of Amounts in the Current Period
2020

£m
2019

£m
2018

£m
2017

£m
2016

£m

Present value of funded defined benefit obligations – – (20.3) (17.9) (17.4)
Fair value of scheme assets – – 17.3 14.9 13.6
Deficit in the scheme – – (3.0) (3.0) (3.8)

24. Financial Instruments and Related Disclosures 
The Group’s financial instruments comprise bank loans and overdrafts, lease liabilities, derivatives used for hedging purposes and trade 
receivables and payables.

Treasury Policy
The Group reports in Sterling and pays dividends out of Sterling profits. The role of the Group’s treasury activities is to manage and monitor  
the Group’s external and internal funding requirements and change to financing risks in support of the Group’s corporate activities.

The Board of Directors has approved a policy which governs all treasury activities.

The Group uses a variety of financial instruments, including derivatives, to finance its operations and to manage market risks from these 
operations. Derivatives, principally comprising forward foreign currency contracts, foreign currency options and interest rate swaps, are 
used to hedge against changes in foreign currencies and interest rates. Hedges of net investments in foreign operations are also used in the 
management of foreign currency risk.

The Group does not hold or issue derivative financial instruments for speculative purposes and the Group’s treasury policy specifically prohibits 
such activity. All transactions in financial instruments are undertaken to manage the risks arising from underlying business activities, not for 
speculation.

The Group has implemented physical cash pooling in the prior year. This has resulted in increased cash being held in Dechra Pharmaceuticals 
PLC as the Master Account Holder. 

Capital Management
The capital structure of the Group consists of net borrowings and shareholders’ equity. At 30 June 2020, net borrowing was £127.6 million 
(2019: net borrowing was £227.8 million), whilst shareholders’ equity was £637.5 million (2019: £509.1 million). 

The Group maintains a strong capital base so as to maintain investors’, creditors’ and market confidence and to sustain future development  
of the business.

The Group manages its capital structure to maintain a prudent balance between debt and equity that allows sufficient headroom to finance 
the Group’s product development programme and appropriate acquisitions. There were no changes in the Group’s approach to capital 
management during the year. 

The Group operates globally, primarily through subsidiary companies established in the markets in which the Group trades. The Group’s 
operating subsidiaries are generally cash generative and none are subject to externally imposed capital requirements.

There are financial covenants associated with the Group’s borrowings, which are interest cover (the ratio of underlying EBITDA to interest 
costs), and leverage (the ratio of total net debt to underlying EBITDA). The Group complied with these covenants in 2020 and 2019.

Operating cash flow is used to fund investment in the development of new products as well as to make the routine outflows of capital 
expenditure, tax, dividends and repayment of maturing debt.

The Group’s policy is to maintain borrowing facilities centrally which are then used to finance the Group’s operating subsidiaries, either by way 
of equity investments or loans.
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